CHAPTER 1

INTRODUCTION %\Y.
S

1.1 Introduction
This chapter presents an overview of the study. Section 1.2 % | describe the

background of the study, and Section 1.3 will discuss the statement. The

research questions and research objectives will be hig@ ect*)ns 1.4 and 1.5,
respectively. Section 1.6 will address the significance the stu eam@ile,
N

Section 1.7 will specify the scope of the study. T arch method ,ét‘@y will
L 4
fi of thsys:udy will

be outlined in Section 1.8. In Section 1.9, the 'onal~de\ i

T
be explained. Section 1.10 will cover thtMatiorﬂ)f studzf&lally, Section

1.11 will present the conclusion of the ¢

SIS
A
1.2 Research Background\ a4

s a

&

Climate change is de?d' fﬁthje @ environmental conditions.
imate D}

Over the last few d han Ha@come a major global concern.

Furthermore, these@e shiffs
affects the envikgonment an in@(ous ways, including the extinction of
ie 4 (j')

ariou%!écts on life on earth. Climate change

lO\ :
several pla %imal pe

H tivity'i imm‘z‘@river of climate change. Over the last century,
hu tivities have releas dg'rﬁge amounts of carbon dioxide (COz) and other

g% se gases (GHG) into the atmosphere. GHGs are like a blanket around the

6 . They trap energy in the atmosphere and cause it to warm up. In this case, it is
alled the greenhouse effect and it is natural and necessary for life on Earth to have

this kind of heat in the air. However, the gas emitted into the air increases global



temperature, indirectly impacting human life and reducing environmental vitality. The
impacts of climate change will be more difficult and costly in the future unless?!m
action is taken today. Therefore, it is crucial to mitigate climate change l(%’e the
environment is clean and safe for human development. Globally, e ave been
made to reduce carbon emissions in compliance with the Paris Agreemént, which aims
to limit the increase in global mean temperature to well I(M pre-industrial
levels (United Nation Climate Change, 2020). '

Adopting carbon pricing has become one of the ‘mgst ef cwc‘)aches to
addressing carbon emission issues. Carbon pricing r to the iIniti e} t@‘ﬁ an
exact price on GHG emissions expressed in ar% onm@@f carbon
dioxide equivalent (tCO2e) (World Bank,% It ha? alse, been @cgnized as an
instrument that effectively delivers \%ition to car@among societies

(World Bank Group, 2019). Most Eﬁnean co—hﬂ\'rss%a ,@bpted carbon pricing,

N,
which entails emission tradin%ﬂs (QTS) d ca(rggt? tax. About 57 carbon
pricing initiatives in nation@b-nf a unt@ve been implemented or are
0

scheduled for implen%)

4 F &
consists of 28 car Q{ricing\iﬁw thagiapt ETS spread across national and
i bon ng initiatives that adopt carbon taxes,

sub-national ju'dw S a

¢ !
primarily o national level cﬂ’ld @R Group, 2019).
% N
C% play;ﬁ_&ial ro&n reducing carbon emissions. The underlying
Y-
ratiw&ehind a carbon ta@-’[he polluter-pays principle (OECD, 1992), which

s%i t polluters responsible for pollution must pay for the damage done to society
C

alf, 2019). Due to causing a rise in pollution, polluters hence should bear the

f carbon riéing}World Bank Group, 2019). It

ost of measures taken for reversing it (OECD, 2011). Imposing taxation on carbon

emissions is an effective way to change human behaviour and increase environmental



responsibilities. In 1991, Pearce carried out a study on the role of the carbon tax in
mitigating CO. issues. He discovered that carbon tax could influence Ym

behaviour, boost economic growth, increase revenue, and reduce CG(;\sbmons

(Pearce, 1991). A

Malaysia is a major developing country with a rapidly growin%opulation due
to increased economic industrialization, leading to higher GH% (Zulkifli, 2021).
Malaysia was ranked 57th in the Climate Change Perfor ex (CCPI) in 2021,

placing it in the bottom ten (Climate Change Perform Ind ,Wherefore,
[ ]

the country intends to achieve a 45% reduction in e ion intensity aiﬁst_@gross

Ie\% ECQ§518).

andeVa the p@;zr;/ source of
GHG emissions in 2016 was CO»>, wr\Ea‘mted for 77 CO> emissions,

domestic product (GDP) in 2030 compared to t

According to the Ministry of Envi

=’

while methane (CH4) emissions te for ? ,q\cm emissions, and
N
nitrous oxide (N20) emissions ed fo 771 020 emissions (Figure 1.1)
(Ministry of Environment r, I) . eref@bstantial reductions in CO>
emissions are requwed% 0 accobpﬁh% mbgatlon plan.
N2o | 7,715

57,211

Source of GHG
9]
I
~

CO2

263,577

Gigagram (Gg) of GHG

Source: Ministry of Environment and Water (2020)

‘%

Figure 1.1: Major sources of GHG Emissions in Malaysia 2016



In Malaysia, the energy industry (electricity and heat production) has been
identified as the main contributor of CO3, accounting for 39% of CO- emw
followed by the transportation sector which accounts for about 21% of C@lons
the manufacturing and construction sector which accounts for 9% of missions,
and other sectors accounting for less than 7% (Figure 1.2) (Ministrya0f Environment

and Water, 2020). \,
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4
he high | els’of c‘é}’bon emissions, Malaysia intends to implement a

ca as one of the pohc% for future environmental sustainability development

A%iuce GHG emissions (Unit Perancang Ekonomi, 2021).



As a Muslim, protecting the environment is one of the responsibilities that need
to be carried out in this world. In Al-Quran, Allah gave a command in surah Tm

verse 56:
T 2.1 Zox 8 20% L to | 7o Lo o, 1 2 M
%M\ P L AT &% u\zL;.;Jaj B3 852305 Lmllo) a5 23T (3 gl s

“Do not spread corruption in the land after it has been w;:der And call

upon Him with hope and fear. Indeed, Allah’s mercy is al\Wlose to the good-

doers.” .\4
a -A'raf\v%)

(.)
en\Qég mental

cing ltF impact of
tal a$eness does not
pt_\Qonsibility for the
A

environmental damage caused b e| e CON
g &
Consequently, it is clea essenti c an' IS needed to impose fines

N
on those responsible f Went{ da gl, S people will be more will be
act 0

more conscious of their im thé on' and indirectly enhance their sense

of responsibility. ﬁ&ﬂke, nla of t mosl@:lent ways to reduce carbon emissions
N
over the long \to impese a ?boru%a(, whereby every individual is responsible
t

y Qéﬁbute to (Milne & Andersen, 2012).

ssfully i Ier{en,t\/ a{Carbon tax, having public support is vital because
% 5
th cw

ill cause failure to the carbon tax implementation in

This surah explains that everyone is onS|bIe fj

devastation they cause. Everyone has a role pIa

@D

environmental degradation. Having a hi \lof

imply that people will change thelr be |o and

for any ntal dam

po tion from the publi

g term (Baranzini & Carattini, 2017; Fairbrother et al., 2019; Harring & Jagers

013; Kallbekken & Seeazlen, 2011; Kitt et al., 2021). The demonstration of public

opposition against carbon tax implementation in other countries show how



government support is essential to avoid the failure of the policy (Hammar & Jagers,
2006; Rhodes et al., 2017). Yv

According to study conducted by Muhammad et. al (2021), there a@bmam
factors that influence public supports which are policy, personal tralésgwographlc
and governance. The outcome of the policy such as use of m tax rate,

exemption, experience, competitiveness can influence pport Studies
x 5

conducted in France, Australia, and Sweden, approximat C]% and 77% of

respondents, respectively, would oppose carbon tax po owing erceptlons
about the policy outcome and overestimation of pact @n his@ower
(Douenne & Fabre, 2020; Dreyer & Walker, 2 ZOCQ;-

raits a@gtnronmental

The most common indicator used to alu e peuTon
<<hological social

of )Ilmate c

sharing, health, actual polluters a |ted abroad: ?he @gs demonstrate that

public support for envwonm%xes 'fncre Si ascgalwduals become more

knowledgeable about cllma,f%ge, ental cts on the environment, and
im

the factors that contrit%

4
al., 2012; Rotaris quls\:? %C/Q

protection attitude, perceived seve

]

ate chang ("Mchaghlln et al., 2019; Rosentrater et

Location, 4 co ; atlo e, and energy dependency are the most
tested demo gﬂn vari bles d f‘es%c ers found mixed results on their impact on
environ e%x suppor muﬁty of studies conclude that people are more
I|ke®we support (Birol s, 2010; Kenny, 2019; Rotaris & Danielis, 2019)

% illing to pay tax (Bachus et al., 2019; Denstadli & Veisten, 2020) when they
a

6 higher income.
Trust in the government appears to be one of the most important predictors of

support for governance. Increases in trust in government are associated with an



increase in public support (Brown & Johnstone, 2014; Savin et al., 2020; Umit &
Schaffer, 2020). To ensure the carbon tax was successful, long-lasting, and e )
having public support is very essential. Without support from indi@ and
businesses, the policy implementation will be more difficult, and it t achieve
the objective itself to improve the environment, economy or the get (Heine &
Black, 2019). \)

Most of the government all over the world received Xj:ct"on (Vandyck &
Van Regemorter, 2014). In developing countries where,corru tiWﬁiespread,
ssibilify o |i¢y_¢%§t:on,
ad% car@-'tax as a

Mai?ya Plan ,@g—zozs), the

Malaysian Prime Minister has asserti anaunced a n t@be implement in

Malaysia. The policy aims to cha@%uman \710

p >

climate change and global W&f!’% 4 é}_
However, it was fo Mthlmwst bility in Malaysia has reduced
public trust in the 90\% (Har:)‘ j})‘ ?@'impact of the unstable political
&

environment can b en froml

gaining public support is very challenging. Despite t

some developing countries, including Malaysi

strategy to reduce carbon emissions. In the, 12

i ,a@&vessing the issues of

-9

General Electi% 4th) A ant%e’ new government was established after

!

¢

gaining th@y vote (Th Slér, é)'l%) The main crusade brought by the new
to

"
governr% abalishsthe Gou&} and Services Tax (GST) (Iskandar, 2019). By
| | X | |
hav main support fron@publlc, the government abolished the GST starting

1 2018 and replaced it with the Sales and Services Tax (SST) (Saari, 2018).
d ever, the government lost RM 21 billion when the GST was abolished, which
reatly impacted tax collection (New Straits Times, 2018). Therefore, it can be

understood that the changes in political parties directly changed the direction of the



government in leading the country. As the government intends to implement a carbon
tax policy in the future, examining the public’s trust in the governmentw
implementing a carbon tax is vital to avoid public rejection of the new tax [palicy?
Studies on public acceptance are vital towards understandingm attitude,
plan strategies and policy reversal. Public support and trust in the%government are
interrelated as the government works on behalf of the pu c\t&' trust becomes
important in order for the public to rely on the govern : cis"ons (Kitt et al.,
2021). Having trust from the public is essential for ove nwd‘ecide on
ious studi o*c@vt'rust

in% fo@bon tax

(Fairbrother et al., 2019; Hammar & Jag ). Iv\M sia, s@g studies on

carbon taxes have been undertaken (G@tthew, 2024 osh@'lga; Wong et al.,

2018; Yahoo & Othman, 2015).@5 none @\e\%a i ﬁ\public trust in the

N,
government. Therefore, this a%ns tg' examine h&@rust in the government
influences public acceptanc@bon ' mplement in Malaysia.

1.3 Problem Statwt | %
In the 12tMSia @1-20@ the Prime Minister firmly stated that

1 O
Malaysia will%s carbon t m‘thziféar future (Unit Perancang Ekonomi, 2021).

effective and efficient policies (OECD, 2013). Man

in the government is linked to political tru

The gozm&r pIaJas Mp se on tax on the carbon content of fossil-fuel
whic

supplie h will drive the @Eof energy including electricity and gasoline. To

\
c \climate change and global warming, it is hoped that this strategy can change

le’s behaviour in relation to energy consumption, which causes high levels of
rbon emission.



However, public resistance become one of the main obstacles in implementing
carbon tax. Policy implementation is likely to be hampered and may not h?ﬂe
desired long-term effects on the economy, the environment, or the budge Nt the
support of firms and households (Heine & Black, 2019). This is dueﬁ% fact that
several governments around the world have experienced public Wnce, which
impeded its implementation (Vandyck & Van Regemorter, 2014W Therefore, it is
important to examining public acceptance in order to Xv:crrbon taxes are
effective and can be sustained in the long-term (United Nations, Zw‘ng public
t to ayoid pablic ¢ \‘zta‘nce
is.su€c b ¥

deu\eas ue tq@change in the
government in early 2018 (Strategi@ents, 20 he@iic felt betrayed

because some politicians changed {alitical par |\angjo' @orces to form a new
N,

government. This has had a ne%ﬂuen%e on
e

enll co ariso\gﬁé other organisations (Ipsos,

public losing trust in the e
2020). Concerns hav%tised r

acceptance requires building public trust in the gove

and to ensure the implementation of a carbon t

Public trust in the Malaysian government

euMalq%?an government, with the

arding [thbé)vemment’s ability to properly
’ &
implement the carboftax in Mi ez @)

b g
Public tr\i he os; 'nt iséﬁé of the most important factors that
¢

influences ceptance ca(boG (Muhammad et al., 2021). Public trust in
%v NN
the gov@e} s capabilitiés,will @It in either public support or opposition to the
X

env ntal policy implem@ in the country. Trust in the government matters the
@it will drive the public’s belief that the government will perform in accordance
e

normative public expectation (S. Kim, 2017). According to the OECD (2013),

0
ublic expectation refers to the key trust in the government to perform actions that

would safeguard the public’s interests and not harm them (Baier, 2014).



Trust in the government increases public acceptance and indirectly influences
their behavior on tax compliance. Having public trust in the government |SWI
because it shows the legitimacy built by the government towards @\jMens
Therefore, developing trust between the government and the public ortant to
ensure the effectiveness and efficiency of the government’s operatlomCD, 2013).

Trust in the government is varied among the public in other countries. The study
on trust in the government with regards to carbon tax ‘yr:r

rlimate policies

related to the environment show that trust in the govesamen is.‘oqu the most
23

important elements in determining the public oppo support. Kitt }t 1@021)
examined the relationship between trust in th mmt{ ic a@ﬁtance in

Canada on climate policy, including carbw he‘a\tud sed t mponents of

integrity trust, competence trust, and ilarity t asu@ blic trust in the

government. They found that trust govern\m flu r]x:}publlc acceptance of
carbon tax.

44»

Furthermore, Falrbro ( c ducted%tudy on the role of political

trust on public suppo% sil fue!;zjgﬁ ropean countries, and found that
t on

higher political tru s a posit c support towards fossil fuel taxes.

The study's fi ngs ec Wlth ‘&fse of Harring and Jagers (2013) who

examined polit al a rﬂ’ergejs nal trust have a substantial impact on the
support%%; Swedlsh residents.

the other hand, Dre n.ay/et al. (2006) found that lack of trust in the use of

r% collection increases public distrust and contributes to non-compliance with

q onmental tax. Hence, public trust in the government with regards to carbon tax

lementation is important to achieve the long-term benefits as well as efficiency

and effectiveness of the policy implemented.

10



As Malaysia intends to implement carbon tax to address the issue of carbon

emissions (Unit Perancang Ekonomi, 2021), examining public trust in the gove

in implementing it should be conducted prior to its introduction to evaluaﬁ@ublic

acceptance. However, studies on public acceptance of carbon ta y among

developing countries are limited. Several researchers on carbon tax, in¢luding those in

Malaysia, did not cover the literature on public trust and tax INganathan etal.,
2014; Tufail et al., 2018; Wong et al., 2018; Yahoo & Ot ,z015' 2017). Most of
the studies on trust in the government and public acéeptanc Mducted in
L ]
developed countries (Dresner et al., 2006; Fairbr@l., 2019; rr’ar @gers,
2006; Kallbekken & Saezlen, 2011; Kitt et al., n % y fewygsearches
. X
in,the

had been conducted on the elements of tr‘\l gw\ver nt wi gards to the
acceptance of carbon tax. Thus, evwa)rust int ver@ht in relation to

public acceptance of carbon tax @5 imple \ngt ,@\v tax policy is very
o >
L

crucial. % 4
\J &
Recognizing this gap,this dyr' S xam'n%‘uow trust in the government
influences public acce% the C}I’ ;@“iﬂnp@entaﬂon in Malaysia. This study
N &

will further explaifwthe con‘o of tg./(hat influence public trust in the
government in @1 c ' imp@éntation in Malaysia by using the trust
¢
theory. Ar@al inyesti orfwzﬁ-‘:c’anducted using the components of political
NN

trust, V, ent’s” .n ?'ty, '@/emment’s competence and government’s

v

accountability as the determi ao?j/of public acceptance of carbon tax implementation

i \am/sia.

N

«



1.4 Research Questions

This study aims to examine how trust in the government influencesv
acceptance of carbon tax implementation in Malaysia. The variables fr rust
theory namely political trust, integrity, competence and accountabilh&e used to
examine trust in the government with public acceptance of carbon tax. Besides that,

the study attempts to identify which factor among the four variahles has the most

Ztatifr in Malaysia.
re: .\d
@

1. Does political trust positively influence @accept ce 'c@ tax
implementation in Malaysia?
2. Does government’s integrity positively%te Cepta@ carbon tax

implementation in Malaysia? \: ,

3. Does government’s competenc@'tively 1 \e&%

tax implementation in Malaysi 6 q <§7
4. Does government’s a comilit ﬁa{ i nce public acceptance on

1
carbon tax implem iomjin Malaysia? (

1.5 Research Aqives
1. To exami Xrel iohshi @

carb %plelye tatigh in Malaysia.
% ' 4
2. To S)(a ine the relatio@ between government’s integrity and public

N
&ptance on carbon tax implementation in Malaysia.

To examine the relationship between government’s competence and public
acceptance on carbon tax implementation in Malaysia.

influence on the public acceptance of carbon tax i

Therefore, the research questions that will guide this st

J@cceptance on carbon
N

#

WL‘E‘D political trust and public acceptance on

.

12



4. To examine the relationship between government’s accountability and public

X
K\

As this study examines how trust in the government Ymces public

acceptance on carbon tax implementation in Malaysia.

1.6 Significance of the Study

acceptance of the carbon tax implementation in Malaysia, the ngs will assist
researchers and government authorities in better under d| pu lic perceptions

toward carbon tax. The following sub-sections em se th s ce of the

study. ? ' _{,)
<

1.6.1 Carbon Tax Literature EY'

Examining trust in the gover m be uLe led asgone of the most

crucial steps in pre-determining the %cc p_nﬂoosed carbon tax. As

this study is a pre-implementatio oR the public acx%stance of carbon tax, it

contributes to the trust Iiterat&nw tru@els The literature on the

role of trust as the Watlo for s e success of the carbon tax

implementation can assist future rss{ m‘% ding the knowledge of the study.
N

7§

1.6.2 Goverm J" C—)b

Th| il ai the)g &r! in analysing the implementation of carbon
p

’ 4
U‘|IC pgrceptlons on it. Additionally, this study will shed

tax bys;1 g data
li he efficacy of caﬁ;ﬁ tax policies, based on the public trust in the

%ments ability to reduce carbon emissions. The high level of trust will help

Oure that the carbon tax policy is widely accepted. As a result, the government can

%

13



take proactive measures to avoid future public opposition to the carbon tax

g
O

This study aims to examine how trust in the governmenthes public

implementation in Malaysia.

1.7 Scope of the Study

acceptance of the carbon tax implementation in Malaysia. The f the study is on
Malaysians who are currently residing in Malaysia. |abI involved are
political trust, government’s integrity, government’s etence, rnment’s

1.8 Research Method

accountability. ? J ' _{.)
Y—-
Y4
Q\T

This study adopts a quantltn\ﬂ\%\érch usw questionnaires
distributed among Malaysian cmz ns living . The questlonnalre was
w o A
distributed among |nd|V|duaIs li pqgn sular alays} Wilayah Persekutuan
“« Q-
Labuan, Sabah and Sarawaku nI|ne thr@ﬁ' communication and social

~
media platforms such \RtsApp, }ace 0 @stagram This study uses the

probability samplln peci cél ea"tﬁ}ollng in selecting the sample from

the population |I @tlal r@ndents of the study to generalize the

population. T e ine Surve ?'cobél{ted from November 2021 to December

/

2021, % cted to 5 ('éspondents Furthermore, this study uses the
I

StatlStS
§Jperat|onal Definitions

age for ma(Scl\,Rés (SPSS) to analyze and interpret the data.

An operational definition is a part of the study that measures the variables or

terms of the study. In this study, the variables are divided into two parts namely the



independent variables and dependent variables. Each variable has its specific

operational definition as follows: Y
I.  Political trust (}

Public trust to the government and its components (pﬂl&l parties,
politicians). ? '
ii.  Government's integrity \,

The public’s personal perception that the governmenty Zir, o')en, honest, and

acts in the public's best interest. ‘\d
oy

iii.  Government‘s competence ' _\"}
The public’s personal perception t g% is «sKilled and

experienced enough to deal with climate nge:\

Iv.  Government’s accountability ) O<<

The public’s personal per@g'sn on E;h&\gﬂ%rn g‘@’s ability to manage
revenue spending. ‘% “« Q-
\n So

v.  Public acceptance of carb taxl -é\

1.10 Organiza&é‘(he
i

!
The res&s) divided intd fiv
O
which outli e bafk ro ;I ft dy, problem statement, the research questions

and reﬁrc objectives, the s@;&ance of the study, the scope of the study, the

r method and operational definitions.
é Chapter 2 discusses past literature on carbon tax, public acceptance, trust in the

Qvernment, the trust theory, the dimensions of trust that influence acceptance, the

conceptual framework and the hypothesis development.

O

e cﬁ‘@pters. Chapter 1 presents the introduction,

15



Chapter 3 discusses the research methodology, which contains the research
design. This chapter also discusses the research approach, population and sawﬂg,
data collection method, data analysis for the quantitative approach and@tudy.
Next, Chapter 4 presents the research findings drawn from the data a from the
online questionnaire distributed to Malaysian residents. Y.

Finally, Chapter 5 further discusses the findings presented " Chapter 4. This
chapter also elaborates on the contributions and practicali km lications of the
present study. It also highlights the research limitation off rnggestions
for future research. This chapter then summarises an ludes of t tu[iy. "}Y'

N
1.11 Conclusion \, é\v
This chapter presented the over@e study: ese@tbackground was

describe and problem statement Wawiussed : \h-is\%ap K—‘&be research questions

and research objectives were hi d, followed by tr@nificance of the study.

Meanwhile, the scope of thmy med{ﬁl the research method was
Ivliefin ons

outlined. Furthermore,fthe o Zationa @e terms used in the study were

4 s
clearly explained and finally the isation o(tﬁfe' study presented.

A
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