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“The Impact of Implementing VAT on Companies in Kingdom of Saudi Arabia”
Abstract:
This study has been conducted to investigate the perceptions of companies in Kingdom of Saudi Arabia toward the reasons
that led to implementing the VAT in the Kingdom and the consequences of this implementation and its impact on the
companies’ performances and corporate’s way of thinking in the country. In addition, their perception toward the

effectiveness of implementing the VAT especially on improving of Saudi economics will be also investigated. This
investigation was done due to the fact that the Saudi government has applied a 5% VAT as to maximize the country resources.

The study had the following results, the most important are:
- The majority of companies (60.0-83.0%) thought that there will be negative results of implementing VAT.

- The companies (40.0%) were not convinced that the VAT was implemented, at the present time, to improving the
economy and they did not think it will achieve its objectives.

- Companies (66.7%) , clearly, expected that implementing VAT will affect the individual’s spending lifestyle in
Saudi Arabia especially in areas related the leisurely activities, entertainment, vacations and buying new cars.

- Companies (66.7%) urged the government to study the potential effects of implementing VAT in terms of timing,
amount, goods and services covered.

- 40.0% of the companies, thought that the merchants and companies should bear a part of the VAT. Additionally,
there is a general agreement on excluding medications (89.3%) and school fees (82.6-84.6%) from VAT.

- Companies (49.4%) think that implementing the VAT will have more positive than negative impact.

The study presented some recommendation, the most important:

- To promote the dissemination of tax awareness among members companies and discuss thr importance of VAT for
the Kingdom and to clarify the objectives of implementing VAT in ways appropriate to all segments of the
community.

- To study the possibility of excluding private school fees from VAT

- To study the effects of implementing VAT on community members and companies after one fiscal year of its
implementation.

- To follow-up the mechanisms of calculating VAT to avoid accumulation and duplication

- To develop incentive mechanisms, such as exempting taxpayers from all or part of VAT when purchasing
environmentally friendly products such as Eco-friendly vehicles.
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