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The challenges of implementing a value-added tax in the Gulf countries

Abstract:

As the Gulf states are rentier countries, and in view of the recent fluctuations in oil prices,
which are difficult to expect to return to the stage of economic prosperity, what pushed these
countries to move towards diversifying their sources of income. The unified agreement for
the application of value-added tax was signed, which is an indirect tax on a group of

economic activities at a rate of 5%, with some adjustments.

This research used the qualitative approach with reference to the previous relevant literature,
as it is an exploratory research aimed at developing a preliminary vision and impact of the
application of the abovementioned agreement. The study was formulated in the form of
hypotheses to be answered through exposure to the secondary published data, and with a

focus on implementation challenges from all aspects.

The research paper confirmed the validity of the first and second hypotheses, regarding the
positive impact of the application on the public budget and the sustainability of finance for
the Gulf countries. The third hypothesis related to the positive relationship between the
application of the tax and the economic growth of these countries was denied. In this, the
research team presented a set of practical recommendations to the Gulf governments, which

attempt to improve the current situation and achieve effective implementation in the future.

Key words: Value added tax, Economic reform, Indirect tax.
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