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MENA taxation is low compared to other 
emerging & developing economies 

Well-established Non-Hydrocarbon-Based Tax Systems  

Source: Fair Taxation in the Middle East and Northern Africa, IMF Staff Discussion Note, 2015  



MENA: both resource & non-resource revenues 
have been volatile & driven by oil prices 

Source: Mario Mansour (2015)  

Resource revenues declined by 50% b/n 2012-2015: 15% of 2015 GDP, or $415bn 
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Wide disparity in Tax Revenues between MENA’s 
resource-rich vs. non-resource nations  
•  Maghreb tend to raise more than 

Mashreq countries: about 6.4 %-pts 
of GDP on avg (driven by Egypt) 

•  Mashreq tax revenues have been 
stagnant for the period, while those 
in the Maghreb have increased over 
2005-12 

•  Tax revenues have been stagnant, and contribute 
little to the revenue effort, except Algeria (well 
developed tax system, yielding tax levels similar 
to those in low-income countries) 

•  Resource revenues partially crowd out non-
resource revenues—about 20 cents on avg for 
each dollar increase in resource revenue 

Tax revenues (% of GDP) Non-resource Countries Tax revenues (% of GDP) Resource Countries 

Source: “Tax Policy in MENA Countries: Looking Back and Forward”, IMF, 2015 



Difference more pronounced if components of 
tax revenue are compared 

•  Maghreb: sales taxes 
stagnated; drastic loss 
in trade taxes in 90s 
offset by increase in 
income tax in 2000s 

•  Mashreq: loss of trade 
taxes compensated 
with domestic sales 
taxes. CIT declined by 
1.5%-pts of GDP 

•  In both, trade taxes are 
no longer a significant 
source of revenue 

•  GCC: only limited use 
of CIT & trade Taxes 

Maghreb non-resource Mashreq non-resource 

GCC  

Source: “Tax Policy in MENA Countries: Looking Back and Forward”, IMF, 2015 



MENA non-oil economies are developing 
& diversifying their tax systems… 

Well-established Non-Hydrocarbon-Based Tax Systems  

Source: Fair Taxation in the Middle East and Northern Africa, IMF Staff Discussion Note, 2015  



MENA Tax Revenue shows wide variance 
across countries 
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Two broad types of Tax Systems in MENA 

A.  Well-Established Non-Hydrocarbon Based Tax Systems 
•  Stable and diverse sources of revenues, but the levels are lower than in 

emerging market and developing economies  

•  Tax systems suffer from low progressivity, do not support a level playing field 
for businesses + are overly complex => more difficult tax administration 

•  Multiple tax exemptions and rates often reduce equity in the administration 
of VAT (the main revenue source in many countries), corporate income 
taxes, and international trade taxes  

•  Design of personal income taxes & excises often inhibits their ability to 
redistribute income; wealth taxes (e.g. property taxes) play only a small role 

B. Hydrocarbon-Based Revenue Systems  
•  Limited use of tax systems in these countries  

•  Taxes tend to focus on CIT (on non-nationals) and trade; PIT is rare and 
mainly applied to foreigners 

•  Systematic indirect taxes, such as VAT, do not exist (yet) in GCC and Libya 
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Past Taxation Trends: MENA 
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•  Reduction of tariffs via bilateral and multilateral trade agreements 

•  Significant reduction in tax rates on corporate profits, and, to a lesser extent, 
on personal wages 

•  Some countries introduced broad-base consumption taxes (mainly VAT-
type), either as new tax or as expansion of old cascading taxes on goods 
[latest: Egypt; upcoming: GCC]  

•  Tax systems have become more complex 

ü  Preferential regimes have proliferated: limited transparency 

ü  Despite disappearing customs tariffs, structures remain complex and 
maximum rates too high 

ü  Efficiency losses + negative impact on growth  

•  Tax inequities probably increased  

•  Uneven progress in tax administration  

Source: Fair Taxation in the Middle East and Northern Africa, IMF Staff Discussion Note, 2015  



Tax revenues are negligible in GCC: 
lower than non-tax revenues 
Coordination of introduction of broad-based taxes with non-tax sources (fees/
stamp duties) and customs duties is key to successful reforms.  
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GCC are reliant on trade taxes which will 
have to be phased out 

Taxes focus on CIT (on non-nationals) and trade taxes 

Source: Fair Taxation in the Middle East and Northern Africa, IMF Staff Discussion Note, 2015  



Current tax regime in GCC inadequate; 
lack of effectiveness of fiscal policy 
Main non-oil revenue taxes: customs duties, fees and charges 

•  Inadequate tools for counter-cyclical fiscal policy 

•  Do not constitute a complete panoply of modern tax tools 

•  Yield little revenue due to low rates, narrow bases, & in some cases ineffective 
administration and low compliance 

•  Limited ability to influence behaviour of private sector 

•  Distortionary impediments to trade: with cascading due to taxation of inputs 

•  Significant loss in revenues due to WTO and bilateral FTAs (e.g. with US) 

Aim to develop new tax regimes: 

•  Broad based taxation: VAT/GST to be implemented in conjunction with a 
reduction in tariffs & distortionary fees and charges 

•  Selective taxation: Excise taxes on items like tobacco, alcohol, cars, gas 
13 



Agenda 

ü  Stylised facts & trends of taxation in MENA 

ü  The New Oil Normal & Impact on MENA 

ü  Recent & proposed changes to tax 
structures 

ü  What Next? Policy Reforms to support new 
taxes, enforcement & compliance  

ü  Key messages 
14 



New Oil Normal: downside risk for 
oil prices & resources 
Demand side: cyclical, structural & tech factors imply downward trend in oil 
demand relative to activity 

•  Slowdown in EMEs, China 

•  Greater Energy Efficiency Trend: falling (E/GDP) ratios 

•  Climate Change & COP21 commitments; changing energy mix 

Supply side: tech is making RE, CE, shale more competitive 

•  Shale: technology & exploitable resources widely available 

•  Renewable & Clean Energy increasingly competitive 

•  Return of Iran, Libya, Iraq 

Technological innovation affects demand & supply: energy storage, e-cars, 
flexible capacity, 4th industrial revolution 

∴  Decarbonisation implies growing risk of stranded assets 



Drop in Oil Prices impacts budgets, fiscal 
buffers and current accounts 



Adjustment to New Oil Normal requires 
Structural & Macroeconomic Policy Reforms 
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Ongoing Subsidy reforms in GCC 
Country Progress in subsidy reforms 2015-16 

Bahrain Increases in fuel prices of 60%. Price increases for diesel, kerosene, liquified propane gas, and 
electricity and water tariffs are being phased in gradually by 2019. 

Kuwait Authorities approved and announced an increase in gasoline prices of about 70%, on average, 
effective Sep 2016; A law was recently passed by parliament to reform water and electricity 
subsidies. The new tariffs will become effective in May 2017. 

Oman Removal of fuel subsidies led to a 33% and 22% price increase for premium and regular fuel; Water 
tariffs were increased in Mar 2016 for government, commercial, and industrial users; There is also a 
proposal to increase electricity tariffs for these users. 

Qatar Fuel prices rose by 30% in the beginning of 2016; Authorities have set up a committee that 
makes recommendations on whether prices should be adjusted, based on global markets and 
regional developments 

Saudi Arabia Announced a 5-year plan to raise fuel prices, with increases of at least 67%. Rise in fuel prices of 
50%, along with cuts of subsidies on water and electricity. While subsidies amounted to $107bn in 
2014, they are forecasted to fall to $61bn in 2016 

UAE Subsidies on fuel were removed in 2015; price of petrol and diesel in line with avg global prices. Abu 
Dhabi is developing a comprehensive electricity and water consumption strategy, which led to 
an increase in tariffs in Jan 2015 (by 170 percent for water and by 40 percent for electricity). Water 
and electricity tariffs were increased again by 14–17 percent in Jan 2016. The authorities are 
planning to gradually phase out the remaining electricity, water, and gas subsidies, while protecting 
lower-tier consumers. 

Source: IMF MENAP Regional Economic Outlook, Oct 2016, Reuters 
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Recent tax developments in MENA 
Egypt implements VAT 
•  Egypt approved the VAT law on 31 

Aug 2016, and it has been 
published in Official Gazette taking 
effect on 8 Sep 2016 

•  The new VAT law replaces the 
current General Sales Tax law  

•  One standard rate of 13% for the 
FY16-FY17 and 14% starting from 
the FY17-FY18 will be applied to all 
goods and services, except for 
machinery and equipment that will 
be subject to 5% 

•  The new law clarifies tax treatment 
in a number of areas that were 
unclear under the GST legislation 

Other recent developments 
•  Algeria: effective Jan 2016, domestic 

consumption tax applies to imported 
products that are similar to those locally 
produced by certain entities. The rate of 
tax varies from 5% to 30%. 

•  On 8 Dec 2015, GCC decided to 
introduce VAT agreement; implementation 
process to take at least three years. 

•  Turkey: reportedly considering a range of 
proposals that would enable the Turkish 
Revenue Administration to collect both 
direct and indirect taxes on sales and 
revenue-generating online activities by 
non-resident businesses 

•  Iraq in Aug 2015 - sales tax applied to 
domestic providers of mobile phone and 
internet plans 



GCC VAT: the story so far 
•  GCC VAT framework is expected to be finalized & formally announced 

by end-2016. The provisions of the GCC Framework Agreement will be 
transposed into domestic tax law in the GCC prior to the effective date 

•  GCC agreed to implement VAT regimes in 2018. Most are working to 
implement by 1 Jan 2018 to avoid distortions arising from intra-GCC 
trade. All GCC States will need to have implemented VAT by the end of 
2018 

•  Main design issues: (a) Single or Multiple Rates; (b) Zero-rated and 
Exemptions; (c) Coverage: registration threshold; (d) international issues: 
VAT usually destination based. Zero-rating of exports; (e) treatment of 
financial services and digital products 

•  Confirmed that certain essential food items and industries such as 
healthcare, social services and education will be exempt from VAT 
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GCC: Estimated VAT Revenue 

Source: “Tax Policy Reforms in the GCC Countries: Now and How?”, IMF, Nov 2015  
22 



Agenda 

ü  Stylised facts & trends of taxation in MENA 

ü  The New Oil Normal & Impact on MENA 

ü  Recent & proposed changes to tax 
structures 

ü  What Next? Policy Reforms to support new 
taxes 

ü  Key messages 
23 



Proposed Tax Policy Reforms in MENA 
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In Well-Established Systems 
•  Raise progressivity in PIT (3-4 rates 

rising with incomes, apply to all 
income types) 

•  Widen taxable bases (eliminate CIT 
exemptions, reduce & better target 
indirect tax exemptions) 

•  Simplify (consolidate multiple VAT 
rates, reduce number of CIT rates) 

•  Introduce or better design property 
taxes 

•  Overall, stricter enforcement to reduce 
fraud, evasion and avoidance & 
achieve: 
ü Greater “fairness” in taxation;  
ü Increased take from existing tax 

base 

Hydrocarbon-Based Revenue Systems  
•  Need a shift from trade taxation to taxation of 

consumption, environmental taxes and 
recurrent property taxes 

•  Start with low-rate VAT, profit taxes on 
resident companies, excise taxes; introduce 
broad-based, effective PIT 

•  New tax regimes should be harmonized 
across GCC, introduced in a synchronised 
manner, to prevent market fragmentation, 
avoid arbitrage and tax avoidance/evasion 

•  Follow a multi-year plan to allow build-up of 
tax capacity & administration and for private 
sector to adjust & make necessary investments 
to comply 



3 Transformational Challenges 

•  Fiscal Transparency 

•  Digital Public Finance 

•  Decarbonisation 
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Streamline tax system => reduce cost of 
doing business 

Ease	of	
Doing	
Business	
Rank	

Paying	
Taxes-
Rank	

Payments	
(number	
per	year)	

Time	
(hours	per	
year)	

Total	tax	
rate	(%	of	
profit)	

Profit	tax	
(%	of	profit)	

Labor	tax	and	
contribuCons	
(%	of	profit)	

	Other	taxes	
(%	of	profit)	

Post-filing	
index	
(0-100)	

Algeria	 156	 155	 27.0	 265.0	 65.6	 8.3	 30.6	 35.5	 49.3	
Bahrain	 63	 4	 13.0	 27.0	 13.5	 0.0	 13.5	 0.0	 		
DjibouC	 171	 106	 36.0	 82.0	 37.6	 17.7	 17.7	 2.2	 52.2	
Egypt	 122	 162	 29.0	 392.0	 43.5	 14.7	 24.4	 4.6	 29.1	
Iran	 120	 100	 20.0	 344.0	 44.1	 17.8	 25.9	 0.4	 78.8	
Iraq	 165	 52	 14.0	 312.0	 27.8	 14.3	 13.5	 0.0	 84.9	
Jordan	 118	 79	 25.0	 145.0	 27.6	 10.6	 14.9	 2.0	 49.3	
Kuwait	 102	 6	 12.0	 98.0	 13.0	 0.0	 13.0	 0.0	 		
Lebanon	 126	 67	 20.0	 181.0	 30.3	 6.1	 23.8	 0.4	 63.3	
Libya	 188	 121	 19.0	 889.0	 32.6	 22.1	 10.3	 0.3	 90.8	
Malta	 76	 33	 8.0	 139.0	 43.8	 32.4	 10.9	 0.5	 86.0	
Morocco	 68	 41	 6.0	 211.0	 49.3	 25.3	 22.6	 1.4	 97.7	
Oman	 66	 12	 15.0	 68.0	 23.9	 10.8	 13.1	 0.1	 85.3	
Qatar	 83	 1	 4.0	 41.0	 11.3	 0.0	 11.3	 0.0	 		
Saudi	Arabia	 94	 69	 3.0	 67.0	 15.7	 2.2	 13.5	 0.0	 10.9	
Syria	 173	 81	 20.0	 336.0	 42.7	 23.0	 19.3	 0.4	 90.4	
Tunisia	 77	 106	 8.0	 144.0	 60.2	 13.1	 25.3	 21.9	 49.8	
Turkey	 128	 11.0	 216.5	 41.1	 18.2	 19.9	 3.1	 3.9	
UAE	 26	 1	 4.0	 12.0	 15.9	 0.0	 14.1	 1.8	 		
West	Bank	&	
Gaza	 140	 101	 28.0	 162.0	 15.3	 15.0	 0.0	 0.3	 38.0	

Yemen	 179	 92	 44.0	 248.0	 33.1	 20.0	 11.3	 1.8	 95.4	

Source: Doing Business 2017, World Bank 



MENA countries rank poorly on Fiscal 
Transparency  
•  Open Budget Survey evaluates whether governments provide public information on 

Expenditures, Revenue, Debt, Performance, Pre-Budget Statement, Executive's 
Budget Proposal, Enacted Budget, Citizens Budget, Periodic Reports, Audit Report 

•  Also assesses capacity and independence of formal oversight institutions & whether 
the public has opportunities to participate in budget process 

The Open Budget Index 2015 Score: Top 5 vs MENA & Turkey 



Is the detailed budget supplemented by 
summaries that can easily be understood 
by the public? 

Fiscal transparency is defined as the 
Clarity  
Reliability  
Frequency  
Timeliness  
Relevance 

of public fiscal reporting and the 
openness to the public of the 
government’s fiscal policy-making 
process 

Are data reflecting the adequate 
coverage of the government’s fiscal 
position, including operations outside 
central government, implicit liabilities 
that allow effective fiscal monitoring? 

How often are reports updated & published? 

How soon are updated reports published 
and disseminated? 
Do published documents cover the 
appropriate information that allows the 
public to assess whether policy makers 
are taking effective decisions to meet 
the objectives intended? 

Fiscal transparency 

Source: IMF  



International Initiatives aimed at improving 
Fiscal Transparency 

• Codes	of	Good	Prac8ces	(Manual)	on	Fiscal	Transparency	
• Fiscal	transparency	Report	on	the	Observance	of	Standards	and	Codes	
(Fiscal	ROSCs	–	111	in	94	countries)	
Sta8s8cal	front:	
• GFSM	2001,	
• IMF’s	Sta8s8cs	Department	2008	Guide	on	Consolidation	of	Non-	
financial	Public	Sector	Statis6cs,	
• FAD	technical	note	on	the	Financial	Oversight	of	Public	
Corpora6ons	

WB:	
• Fiscal	Risk	
Management	DPLs	

IPSAS:	
•International	Public	Sector	
Accoun8ng	standards,-	
International	Federa8on	of	
Accountants	

OECD:	Fiscal	
Transparency	 • Best	Prac8ces	for	

Budget	Transparency	

International	Budget	Partnership	IMF,	World	Bank,	other	international	Partners:	
(IBP):	• Public	Expenditure	and	Financial	Accountability	(PEFA)	Report	(285	

reports	covering	135	countries.)	 • Open	Budget	Survey	(OBS)	in	
over	100	countries	 7	

IMF:	



Digital Public Finance 

•  Structure of taxation in MENA needs to change to take account 
of shift in economic activity towards services, knowledge based 
and digital economy;  

•  Fiscal authorities need to adopt and use modern ICT and 
FinTech both for the delivery of services as well as for revenue 
collection and administration (e-VAT and e-Tax) and as part of 
e-Government;  

•  Efficiency of government services can be greatly enhanced by 
using Big Data 

•  FinTech can mean financial inclusion, access and participation 
in the formal economy to benefit from government services 

•  Leapfrog by establishing digital public finance soft & hard 
infrastructure 



Digital disruptions/ dilemma 

Source: EY – Tax Insights for business leaders, No. 17 



MENA Road to Decarbonisation 
•  Successful decarbonisation policies require reform in the pricing of 

energy, water, transportation and carbon taxes 

•  Ministries of Finance have major role to play in designing & 
implementing decarbonisation policies 

•  Policy adjustments: 

–  Removal & targeting of fossil fuel and water subsidies 

–  Reform pricing of public utilities: electricity, water, transport 

–  Introduction of carbon taxes 

–  Sustainable Water Management  

–  Energy Efficiency Investments 

 



MENA is the most water scarce region globally: one half 
of population lives under conditions of water stress; Per 
capita availability is expected to halve by 2050 
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Key takeaways 

•  MENA taxation is low & with more volatile revenues 
compared to other emerging economies 

•  Wide disparity in tax systems & revenues between oil 
and non-oil based economies 

•  Existing GCC tax structures are inadequate to support 
active fiscal policy 

•  New Oil Normal necessitates new tax systems & 
structural reforms for fiscal sustainability in oil-based 
economies 

•  3 transformational challenges: Fiscal Transparency; 
Digital Public Finance; Decarbonisation 



Thank you 
 
Dr. Nasser Saidi 
nsaidi@nassersaidi.com 


