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O 

n January 1, two of the 
six Gulf Cooperation 
Council (GCC) members 
— Saudi Arabia and the 
United Arab Emirates — 

will be fully prepared to implement 
a 5% value added tax (VAT). That 
leaves the GCC short of a commit-
ment for all members to roll out the 
new tax at the start of 2018.

Politics and slow-moving bureau-
cracies have derailed the introduc-
tion of a Gulf-wide VAT. It is con-
ceivable that some GCC members 
will not implement the consump-
tion tax until 2019.

The International Monetary Fund 
(IMF) has long called on GCC gov-
ernments to find revenue streams 
other than those deriving from oil 
and natural gas sales, including the 
introduction of taxes — a financial 
measure Gulf leaders have avoided 
for decades. IMF Managing Direc-
tor Christine Lagarde estimated in 
early 2016 that implementing the 
VAT within the GCC could raise rev-
enues equivalent to 2% of the gross 
domestic product.

The fact that it is the GCC’s two 
largest economies that will be put-
ting the VAT into practice first could 
ease major economic disruptions 
arising from the delayed action 
from the other countries.

IMF Middle East and Central Asia 
Department Director Jihad Azour 
has suggested that, because Riyadh 
and Abu Dhabi will introduce the 
VAT at the same time, regional trade 
flows shouldn’t be distorted even 
though the other Gulf countries will 
levy the tax at different times. “The 
speed of implementation of it will 
vary. Some will come in 2018. Some 
may need more time,” he said.

GCC officials downplayed any 

disparity in the timing of when the 
VAT is introduced. In August, UAE 
Director-General of Federal Tax 
Authority Khalid al-Bustani an-
nounced that: “The UAE and Saudi 
Arabia will be the first countries to 
roll out VAT from early 2018 while 
other Gulf countries have time until 
the end of next year to implement 
the new tax system.”

A GCC Supreme Council trea-
ty in December 2015 called for a 
“uniform imposition” by the GCC 
members of a 5% VAT. The council 
authorised that the “Unified Agree-
ment for Value Added Tax” (GCC/
UVAT) would “establish a unified 
legal framework for the introduc-
tion of a general tax on consump-
tion in the GCC… levied on the 
import and supply of goods and 
services at each stage of production 
and distribution.”

As part of this broad framework, 
the members were to enact laws to 
implement the terms of the treaty. 
The common framework allowed 
for certain supplies of goods and 
services to be zero-rated or exempt 
from the VAT. Sectors such as health 
care, education, food and financial 
services would receive special treat-
ment and how they are taxed would 
vary from country to country.

Though it wasn’t specified in offi-
cial language, there was an informal 
understanding that GCC members 
had leeway on when to implement 
the VAT. In February, the Saudi 
cabinet approved the GCC/UVAT, 
followed in May by the UAE’s ratifi-
cation. The second GCC country ap-
proval put the agreement in effect 
legally across the six states, though 
the remaining four GCC countries 
subsequently signed off on the deal.

Both the Saudi and UAE govern-
ments have worked speedily to 
institute the necessary domestic 
regulatory foundations for imple-
menting the VAT and to educate 
businesses and citizens on what to 

expect come January 1.
The Saudi government is intent 

on the VAT going into effect at the 
beginning of 2018 and has sought to 
dispel any confusion surrounding 
the new tax. In response to an on-
line question regarding the VAT and 
one of the most common purchase 
concerns Saudi citizens may have, 
the kingdom’s General Authority of 
Zakat and Tax (GAZT) said the VAT 
rate of 5% for petrol will be applied 
starting January 1.

Although Qatar’s cabinet ap-
proved its draft VAT law in May, 
Doha recently announced that it 
would not implement it to avoid 
further financial burden on its citi-
zens already feeling the effects of 

the 6-month-old boycott by Saudi 
Arabia, the UAE, Bahrain and Egypt. 
Bahrain indicated that it would not 
implement the tax until mid-2018.

Oman’s Consultative Assembly 
recently passed its VAT law but 
there is domestic regulatory work 
that must be completed before the 
tax can be applied, most likely in 
late 2018.

In August, Kuwait’s cabinet ap-
proved VAT draft bills but the legis-
lation has languished in the Kuwaiti 
parliament, where there is typically 
strong opposition to the tax. Given 
the nature of drawn-out politics in 
Kuwait, it is conceivable that the 
VAT will not be implemented in Ku-
wait until 2019.

Jareer Elass reports from 
Washington on energy issues for 
The Arab Weekly.
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Countdown on. Director-General of the UAE’s Federal Tax Authority Khalid al-Bustani speaks at a 
news conference in Dubai, last September.                          (AFP)

Saudi Arabia and the UAE to introduce 
VAT on January 1, other GCC members lag

On January 1, two of 
the six Gulf 
Cooperation Council 
(GCC) members — 
Saudi Arabia and the 
United Arab 
Emirates — will be 
fully prepared to 
implement a 5% 
value added tax 
(VAT).

London

M 

ore than 3,500 visi-
tors attended Going 
Global Live in Lon-
don, an event show-
casing non-Arab 

companies offering services to the 
Middle East and North Africa re-
gion.

Among them were PIB Insurance 
Brokers, Mauve Group and ETK 
Group, all of which noted key areas 
of growth in the region.

“Our clients send a multitude of 
things to various industries, both 
private buyers as well as govern-
ment organisations,” said Richard 
Miller, director and head of trade 
credit and surety at PIB Insurance 
Brokers.

“We have a number of clients who 
are sending metals and raw materi-
als into the Middle East as there is 
a lot of construction being built 
there. Humanitarian relief is also 
being sent into Libya and Egypt.”

John R. Ellis, chief operating of-
ficer of Mauve Group, a consultan-
cy that has previously exhibited at 
Going Global Live, explained how 
Mauve’s business has expanded.

“For a long time, we have had 
a company in Dubai and we have 
been using Dubai to operate in Abu 
Dhabi,” he said. “Abu Dhabi is a bit 
sensitive to having people with vi-
sas coming from Dubai. We thought 
it’s better to have a local company 
in Abu Dhabi itself because it gives 
us a presence there that makes us 
more authentic as an organisation 
in the UAE. Although they are all 
one country, each emirate has its 

own identity.”
ETK Group, which helps busi-

nesses expand in Africa and helps 
African businesses go global, said 
many businesses lack the deep un-
derstanding of regional contexts.

“We noticed people don’t under-
stand Africa and Africans as well as 
they should so, as a result of that, 
Africans tend to stay within their 
own countries,” said Bolaji Sofolu-
we, director of ETK Group.

“We are your sales and imple-

mentation force on the ground for 
companies going in and out. We 
also provide business education. 

We have 32 specialisations that are 
UK accredited at level four and six,” 
she added.

The company has major opera-
tions in North Africa, Sofoluwe 
noted.

“We have representatives for our 
Centre of African Business Educa-
tion in Egypt, one in Cairo and one 
in Alexandria. From Egypt, we can 
work in Morocco, Tunisia and Al-
geria,” she said. “We are hoping to 
spread our wings more but those 

are our four main markets in North 
Africa. We might open an office in 
Morocco as one of our representa-
tives from Ghana is there a lot so 
she is thinking to set up [in] Mar-
rakech.”

“We inform people about spe-
cific sectors in our training pro-
gramme,” Sofoluwe added. “One of 
them is early years education and 
how to set up international schools 
and run it, which curriculum to 
choose. Last year our director vis-
ited Egypt and set up a conference 
of 300-400 proprietors of private 
schools. It was interesting to hear 
the experiences they had. She 
connected them with UK private 
schools so they can share ideas and 
knowledge and have exchange pro-
grammes.”

ETK Group also encourages Afri-
can countries to rebuild old ties.

“We also like to educate peo-
ple that North Africa is safer than 
they think,” she said. “Nigeria and 
Libya had strong ties before the 
‘Arab spring.’ We want to encourage 
intra-Africa investment because 
Africans understand Africa better 
than anyone else so we are saying 
to the Nigerians why don’t you go 
back into North Africa and expand 
your businesses there and attract 
foreign investment into those  
areas?”

Going Global Live returns 
to Excel London May 16-
17. Tickets can be booked at  
www.goinggloballive.co.uk. For 
information on exhibit space, con-
tact Simon Chicken at 0117 907 
3520 or simon.chicken@prysm-
group.co.uk.

Dunia El-Zobaidi is a regular Arab 
Weekly contributor in London.
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Companies pitch MENA region services at London conference

Multi-channel exposure. Visitors at the BFC Bank’s stand at Going Global Live in London. 
                                                                                                                                                                                                                                                            (Going Global Live)

Non-Arab 
companies at Going 
Global Live noted 
key areas of growth 
in the Middle East 
and North Africa 
region.
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