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Evaluating the role of the value-added tax in strengthening the

objectives of the tax reform process

Abstract

Considering the increasing application of value added tax globally, this
research attempts to evaluate the value-added tax effects, to identify the
extent to which it can be used as part of the tax reform process. The
research examined the positive and negative effects of value-added tax. It
concluded that this tax could achieve some of the goals of tax reform if it is
designed in an ideal way: by being comprehensive, broad-based tax, with
unified price, then it will be characterized by simplicity of management,
neutrality, and having low distortion effects on resource allocation, but it
would be a regressive tax. To treat this problem and promote the goal of
justice, it is preferred not to rely on exemptions, zero prices, or preferential
prices, but to do that through a comprehensive perspective of the taxes
package and government spending. According to this perspective, justice
will be achieved through two pillars: the first is public spending; by
expanding transfer payments programs for low-income groups, and the
second is to increase the progression of taxes on income, while alleviating
its burdens on the lower-income groups. The research also concluded that
the value-added tax would be more neutral and less harmful to efficiency if
its base was determined according to the national consumption method,
calculated using the tax credit method, and imposed on goods and services
according to the destination principle.

Keywords: value added tax, tax reform, efficiency, justice, neutrality.
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