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Abstract: Value-Added Tax (VAT) was introduced in the United Arab Emirates as part of a fiscal reform strategy 

aimed at diversifying state revenue sources and strengthening the sustainability of the non-oil economy. Although 

VAT primarily functions as an instrument for generating state revenue, VAT regulations in the UAE also 

demonstrate the integration of social protection dimensions through the implementation of zero-rated supplies 

and tax exemptions for strategic sectors. However, there has been limited research examining whether these 

policies have been effective. Therefore, this study aims, first, to analyze the extent to which UAE legislators have 

accommodated social protection aspects within VAT regulations; second, to identify the forms and challenges of 

integrating social protection into VAT implementation; and third, to formulate an ideal regulatory model capable 

of balancing revenue optimization, fiscal justice, and sustainable economic development. This study employs 

normative legal research using statutory, comparative, and conceptual approaches. The findings indicate that, first, 

VAT regulations in the UAE have undergone a functional transformation into an instrument of social protection 

intended to reduce the regressive impact of consumption taxes and maintain public access to basic necessities. 

Second, the effectiveness of integrating social protection within the VAT system continues to face several challenges, 

including administrative complexity, selective and conditional regulations, and limited public tax literacy. 

Therefore, more adaptive regulatory reforms, simplification of administrative procedures, and policy 

harmonization among government institutions are required to ensure that the VAT system functions more 

effectively, equitably, and sustainably. 

Keywords: Integration; Regulation; Social Protection; United Arab Emirates; Value-Added Tax;                 

This is an open-access article under the CC–BY 4.0 license  
 

 

 

INTRODUCTION  

Taxation is not solely an issue of generating revenue but also encompasses matters 

of development, regulation, financial inclusion, and topics concerning the fulfilment 

of the United Nations (UN) Sustainable Development Goals (SDGs).
1
 In modern state 

systems, taxation plays a strategic role in maintaining economic stability, promoting a 

more equitable distribution of wealth, and supporting sustainable development. 

Through tax policies, the state can influence the economic behaviour of society, 

stimulate investment, regulate specific economic activities, and strengthen the social 

welfare system. Therefore, taxes serve not only a budgetary function as a source of 
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state revenue but also a regulatory function as an instrument for governing social and 

economic policies.
2
 

The strategic role of taxation is becoming increasingly vital for countries striving to 

diversify their economies and reduce their reliance on natural resources. This 

circumstance is highly relevant to the member states of the Gulf Cooperation Council 

(GCC), including the United Arab Emirates (UAE), which for decades have relied 

heavily on the oil sector as their primary source of national revenue. Revenues from 

crude oil exports have historically covered more than ninety percent of the average 

annual revenue requirements for GCC countries, such as Saudi Arabia, Bahrain, Kuwait, 

Oman, Qatar, and the UAE. However, fluctuations in global oil prices and escalating 

international economic uncertainties have compelled GCC nations to implement fiscal 

reforms aimed at bolstering non-oil revenue streams and ensuring national economic 

sustainability.
3
 As part of this fiscal transformation, the United Arab Emirates 

introduced the Value-Added Tax (VAT) through Federal Decree-Law No. 8 of 2017 

on Value Added Tax, which took effect on January 1, 2018, with a standard rate of 

five percent.
4
  The implementation of VAT represents one of the most significant fiscal 

reforms within the GCC region and aligns with the economic diversification policies 

recommended by the International Monetary Fund (IMF).
5
 Compared to an income 

tax system, VAT is perceived to yield more stable state revenues as it relies on a 

broader consumption tax base. The extensive circulation of goods and services in a 

modern economy establishes VAT as a crucial instrument for strengthening national 

fiscal resilience.
6
  

Nevertheless, VAT is frequently criticized for its regressive nature, as it imposes a 

disproportionately heavier burden on low-income demographics compared to high-

income groups. Consumption taxes directly impact public purchasing power, thereby 

carrying the potential to exacerbate socio-economic inequalities if not 

counterbalanced by adequate social protection policies. Various studies analyzing VAT 

implementation across different countries indicate that these regressive impacts can be 

mitigated through effective social protection systems. This is particularly achievable 
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through the application of zero-rated tariffs, tax exemptions on fundamental basic 

needs, and the enhancement of comprehensive social welfare programs.
7
   

In the context of the UAE, the government strives to integrate social protection 

aspects into the VAT regulatory framework through various fiscal policies.
8
 These 

efforts are manifested through the application of a zero-percent VAT rate on the 

export of goods and services, international transportation, investment metals, newly 

constructed residential properties, charitable buildings, the education sector, and 

healthcare services. Furthermore, specific sectors are entirely exempt from VAT, such 

as certain financial services, local transportation, residential leases, specific healthcare 

services, and various government services. Additionally, there are transactions that fall 

outside the scope of VAT, including intra-group transactions and the transfer of 

businesses as a going concern. These mechanisms are generally applied in various 

countries as instruments to mitigate the regressive impact of VAT on vulnerable social 

groups while concurrently supporting strategic economic sectors.
9
  

Nevertheless, the implementation of exemption mechanisms and zero-rated tariffs 

also raises various legal and policy issues. On the one hand, these policies are 

intended as instruments of social protection and economic stimulus, but on the other 

hand, they harbor the potential to generate inequalities in fiscal treatment, 

administrative inefficiencies, and opportunities for tax avoidance by specific business 

groups. This situation is further exacerbated by the fact that, specifically, there is still 

an absence of a comprehensive legal study determining whether VAT mechanisms, 

such as exemptions and zero-rating, qualify as social protection tools in the UAE.
10
 

This void is highly concerning given the growing importance of incorporating social 

policies into taxation, particularly for nations striving to strike a balance between 

rigorous fiscal policies and sustainable social policies. These programs necessitate 

improvements in their design and targeting, as well as enhanced dissemination of 

information to ensure that eligible individuals are aware of how to access the benefits 

to which they are entitled.
11
 

When compared with other countries in the GCC region, such as Oman, the 

implementation of VAT in Oman demonstrates characteristics that are relatively 

similar to those of the UAE, particularly through the application of a standard 5% tax 

rate and the imposition of a zero rate on certain goods and services. This policy 
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reflects a common direction of fiscal reform among GCC countries in their efforts to 

strengthen non-oil state revenues and reduce dependence on the petroleum sector.
12
 

However, upon closer examination, the integration between the VAT system and 

social protection in Oman appears broader and more explicit than that implemented 

in the UAE. In Oman, VAT policy is not only realized through exemption mechanisms 

or zero-rated sectors, but is also directly linked to subsidy schemes and social 

assistance programs for the public. The Omani government has expanded the list of 

essential goods subject to a zero rate, provided subsidies for public utility services such 

as electricity and water, and absorbed VAT costs on subsidized fuel for low-income 

households and beneficiaries of social assistance programs. This approach 

demonstrates that Oman’s VAT system has been integrated more comprehensively 

with social welfare policies in order to mitigate the regressive impact of consumption 

taxes on low-income communities and vulnerable groups. Therefore, it is necessary to 

examine the extent to which the implementation of VAT for social protection 

purposes in the UAE has been effective and to formulate an ideal regulatory 

framework capable of supporting a stronger integration between social protection 

policies and VAT implementation in the UAE.
13
 

Extensive research has been conducted on taxation; however, studies specifically 

addressing social protection in the context of VAT implementation in the UAE are still 

lacking. For instance, research by Anagha Ann Gopakumar et al. (2022) states that the 

UAE government ensures the most critical sectors for the UAE economy (namely, 

banking, oil and gas, as well as travel and leisure) do not experience the adverse 

effects of VAT implementation by not imposing VAT in any form on these industries. 

However, the study does not identify the social and fiscal impacts of these policies.
14
 

Research by Nizar M. Alsharari et al. (2023) asserts that the majority of businesses 

must be prepared for VAT registration and fulfill government requirements to comply 

with VAT laws and regulations. Moreover, the study highlights that the UAE and 

other GCC countries are taking substantial strides in economic revenue 

diversification.
15

 Research by Mohd Ariff Kasim et al. (2022) emphasizes that the 

challenges in implementing the VAT system serve as a primary predictor of the 

attitudes of Muslim business operators regarding the pre-VAT implementation period 

in the UAE, as they are cognizant that penalties associated with non-compliance will 

outweigh the costs incurred in VAT preparation.
16
 A study by Hadal Hammour and 

John McKeown (2022) highlights that segments of the UAE population have 

absorbed the additional costs of VAT without altering their spending habits but are 
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likely to change them in the future if the VAT rate increases, whereas low-income 

households and those with a family size of five or more are more profoundly affected 

by VAT.
17
 Furthermore, research by Ibrahim Kamel Al-shawabkeh et al. (2025) notes 

that UAE legislators have succeeded to a certain extent in striking a balance between 

the rights of taxable persons to obtain fair assessment decisions and the state's right to 

receive tax funds as expeditiously as possible.
18
 

This research has three primary objectives. First, to analyze the extent to which 

legislators in the United Arab Emirates have accommodated social protection aspects 

within the legal framework of the Value-Added Tax (VAT), particularly concerning 

the impact of tax policies on public welfare and vulnerable groups.
19

 Second, to 

identify the forms, mechanisms, and challenges of integrating social protection into 

the implementation of VAT policy in the UAE, including its influence on the socio-

economic conditions of society. Third, to formulate an ideal regulatory model or 

concept regarding the integration of social protection within the VAT system, capable 

of striking a balance between the optimization of state revenue, fiscal justice, and 

sustainable economic development.
20
 

METHOD 

This research constitutes a normative legal study. The approaches utilized 

encompass statutory, conceptual, and comparative approaches.
21

 The statutory 

approach is employed to examine regulations concerning Federal Decree-Law No. (8) 

of 2017 on Value-Added Tax and its Executive Regulations, with a specific focus on 

provisions related to tax exemptions and zero-rated supplies. The conceptual 

approach is utilized to reinforce the application of social protection for economic 

actors in the UAE regarding VAT implementation.
22

 The comparative approach is 

applied to compare the concepts and regulations regarding VAT implemented in 

other countries, specifically Oman in this context. Furthermore, this study refers to 

relevant secondary sources, including academic literature, policy reports, and previous 

legal studies, to situate the UAE's VAT system within a broader fiscal and regulatory 

context. A qualitative analytical approach is applied to evaluate how preferential tax 
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treatments operate in practice and whether such treatments effectively contribute to 

achieving social protection objectives.
23

 This methodology further incorporates a 

contextual and interpretative analysis of selected policy indicators, including publicly 

available data on social protection expenditure, to support the evaluation of the 

relationship between tax design and social policy outcomes. This approach enables 

the study to assess both the legal structure and the practical implications of the VAT 

mechanisms in the UAE, and to identify potential gaps in the current framework 

considering contemporary social and economic challenges.
24
 

 

RESULT AND DISCUSSION 

Impact of Regulations on Social Protection Integration within UAE VAT 

The current state of VAT revenue in the UAE demonstrates a significant 

contribution to the total state revenue and serves as a vital instrument in 

strengthening non-oil economic diversification.
25

 Since its inception in 2018 through 

Federal Decree-Law No. 8 of 2017 on Value Added Tax, VAT has been projected to 

provide stable and sustainable revenue, contributing approximately 1.5% to the 

national Gross Domestic Product (GDP).
26
 The implementation of VAT is intended not 

only to enhance the state's fiscal capacity but also to form an integral part of the 

UAE's economic reform strategy to reduce dependence on oil revenue and bolster 

national economic resilience amidst global economic dynamics.
27
 In practice, the UAE 

has established a standard VAT rate of 5% on all taxable goods and services. 

Nevertheless, UAE tax regulations also provide preferential treatment to certain 

sectors through zero-rated mechanisms and tax exemptions (exempted supplies). This 

policy indicates that the VAT system in the UAE is not only oriented toward 

optimizing state revenue but also incorporates social and economic considerations 

into its regulatory framework.
28
 

Globally, there are several legislative approaches utilized by countries in 

determining VAT rates. First is the single-rate system, which applies a uniform rate to 
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all goods and services, as seen in Japan and Canada.
29  Second is the varied rate 

approach, based on the stages of production and distribution of goods and services.
30 

Third is the multiple-rate system, which sets different rates according to the specific 

characteristics of goods and services, as implemented in countries such as Jordan.
31
 In 

this context, UAE legislators opted for the single-rate approach by establishing a 

standard rate of 5% on all taxable goods and services, as regulated under Article 45 

of the Executive Regulations of the UAE VAT Law of 2017. This rate is relatively 

lower compared to other countries that implement VAT at levels reaching 15%, 16%, 

or even 23%.
32
  

Despite utilizing a single-rate system, the UAE still accommodates the dimension of 

social protection through specific provisions for certain categories of goods and 

services.
33

 VAT regulations in the UAE categorize tax imposition into three primary 

groups: standard rate, zero-rated, and tax-exempt.
34

 The standard rate category is 

applied at 5% to various commercial transactions, such as imported goods, food and 

beverages, electronic services, utility services, and commercial property leases.
35
 

Meanwhile, the zero-rated category is applied to sectors of strategic value to the 

social and economic interests of the public, such as international transport, specific 

healthcare and education services, supplies of crude oil and natural gas, the 

construction of new residential properties, investment metals, and the export of 

goods outside the GCC member states that implement VAT. Furthermore, the tax 

exemption category covers specific sectors such as residential properties, certain 

financial services, local passenger transport, and bare land.
36
 The following is a simple 

comparison of the three VAT categories in the UAE. 
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Table 1. UAE VAT Rate Categories 

VAT 

Category 

VAT Charged Input VAT 

Recovery 

Examples 

Standard 5% Yes Imported goods, food & beverages, 

electronic services, retail sale of goods, 

utility services, and commercial property 

leases. 

Zero-rated 0% Yes International transport, specific healthcare 

and education services, crude oil and 

natural gas supplies, the first sale or lease of 

residential properties within three years of 

construction, gold (investment metals), and 

goods exported outside VAT-implementing 

GCC countries. 

Exempt No VAT No Residential properties (except those 

qualifying for zero-rated VAT), certain 

financial services, local passenger transport 

services, and bare land. 

Source: Processed by the author 

 

Based on this classification, it is evident that the application of zero-rating and tax 

exemptions is fundamentally intended to achieve specific social and economic 

objectives. These policies constitute a form of state regulatory intervention aimed at 

mitigating the regressive impact of VAT on society, particularly for low-income 

groups and sectors directly associated with the fundamental needs of the public. 

Consequently, VAT regulations in the UAE reflect the evolution of the function of tax 

law, which is no longer solely oriented toward the accumulation of state revenue but 

has also begun to integrate the function of social protection within the national 

taxation system.
37
  

This development indicates a transformation in the UAE's tax legal framework, 

where the regulatory system has begun incorporating the dimension of social 

protection as an integral part of the state's fiscal policy.
38
 In this context, the VAT tax 

base grants broad authority to legislators to regulate and control economic activities 

through taxation instruments. As posited by Hull and Scalia (2021), modern tax 

systems enable the state to utilize fiscal policy as a tool for economic and social 

intervention to achieve specific goals. However, the implementation of exemption 

and zero-rating policies must inherently remain founded upon the principle of legality 

in tax law. This principle asserts that any form of tax collection or the provision of tax 

facilities can only be executed if explicitly stipulated in statutory regulations. 

Therefore, tax reliefs within the UAE VAT system are fundamentally legal instruments 
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deliberately designed by legislators to attain specific social and economic objectives 

through the exemption of certain goods and services.
 39

 

Within this framework, the specific types of tax relief in question represent an 

effort to reconcile purely fiscal concerns with social imperatives.
40

 This further 

illustrates the endeavor of legislators to mitigate the impact of VAT on particular 

sectors and social groups, thereby providing social protection within the parameters 

of the VAT system.
41
 This also serves a primary objective, not only within VAT but 

across the entirety of the law which is to afford protection to consumers against 

transactional inequalities related to specific markets, particularly in situations where 

economic necessity is a determining factor.
42
 Therefore, tax relief can also be regarded 

as an additional measure aimed at safeguarding consumers alongside other protective 

provisions. This undoubtedly alleviates the economic burden and financial constraints 

on consumers, thereby enhancing their purchasing power for the acquisition of 

necessary goods and services.
43
 Prior to the implementation of VAT, social protection 

policies were supported through the direct allocation of the federal budget by the 

government. The following is the federal budget allocation for social protection in 

the UAE.  

Table 2. Federal Budget Allocation for Social Protection (2020–2024)  

Year 2020 2021 2022 2023 2024 

Budget AED 3,229 

billion 

AED 3,229 

billion 

AED 3,229 

billion 

AED 3,229 

billion 

AED 3,229 

billion 

Source: Processed by the author 

 

Based on the table, it is evident that the federal budget allocation for social 

protection during the 2020–2024 period was relatively stable, amounting to AED 

3.229 billion annually. This budgetary stability indicates the UAE federal government's 

commitment to maintaining social protection programs sustainably. The consistency 

of this budget allocation reflects that social protection remains a crucial component of 

the UAE's national development policy, particularly in preserving social stability and 

public welfare amidst global economic dynamics.
44
 However, this budget stability also 
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suggests that the enhancement of social protection does not rely entirely on direct 

state expenditure. Under these circumstances, VAT mechanisms such as exemptions 

and zero-rating serve as vital supplementary instruments in supporting public social 

protection without necessitating a significant increase in government spending.
45
 

The effectiveness of integrating social protection into the VAT system depends 

heavily on regulatory clarity and the efficacy of the tax administration system. VAT 

regulations in the UAE stipulate various administrative obligations for businesses, 

including tax registration, transaction reporting, tax documentation, and the 

application of tax rates in accordance with transaction classifications mandated by law. 

These requirements are intended to ensure that tax facilities are applied precisely to 

their targets and are not misused by certain parties.
46

 In the context of social 

protection, an effective tax administration system becomes a critical factor in ensuring 

that the benefits of tax facilities are genuinely received by the targeted community 

groups and sectors.
47
 Businesses that obtain exemption or zero-rating facilities must be 

able to prove that their transactions meet the legal requirements as stipulated in the 

UAE VAT regulations.
48
 Therefore, legal certainty and administrative oversight play a 

highly significant role in maintaining the effectiveness of social protection integration 

within the tax system.
49

 However, regulatory complexity and high administrative 

burdens can also pose challenges for businesses, particularly small and medium 

enterprises. Complex documentation requirements and administrative procedures 

have the potential to increase compliance costs, thereby diminishing the expected 

effectiveness of social protection.
50
  

Furthermore, there is also the risk of tax facility abuse by specific business groups 

through tax avoidance practices. Regulatory loopholes can be exploited to gain 

greater fiscal advantages without genuinely providing the social benefits that 

constitute the primary objective of the policy. This condition indicates that tax 

supervision and law enforcement are essential elements in ensuring that the 
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integration of social protection within the VAT system operates effectively and 

accurately.
51
 

On the other hand, VAT regulations also play a strategic role in ensuring a more 

equitable distribution of fiscal benefits for the public.
52
 The policies of zero-rating and 

tax exemptions on basic public needs are intended to maintain public purchasing 

power and mitigate the regressive impact of consumption taxes on low-income 

groups.
53
 Through these tax facilities, the public is expected to retain affordable access 

to healthcare, education, transportation, and residential needs.
54

 However, the 

distribution of benefits from these policies does not necessarily operate proportionally. 

In practice, middle- and upper-class demographic groups still reap substantial benefits 

from tax facilities because their consumption levels are relatively higher compared to 

impoverished groups.
55

 This demonstrates that exemptions and zero-rating do not 

automatically generate effective social protection if they are not accompanied by 

appropriate targeting and oversight mechanisms. Additionally, the potential 

exploitation of regulatory loopholes by large corporations can also diminish the 

effectiveness of fiscal benefit distribution.
56
 Based on these conditions, VAT regulations 

in the UAE must continue to be developed adaptively, considering the principles of 

social justice and fiscal efficiency. The government needs to ensure that tax facilities 

are genuinely directed toward sectors and community groups that require economic 

protection. Consequently, the integration of social protection within the UAE's VAT 

system reflects the transformation of a modern taxation system that is no longer solely 

oriented toward state revenue collection, but is also directed toward supporting 

inclusive, equitable, and sustainable economic development.
57
 

Challenges and Opportunities Regulations on Social Protection Integration within 

UAE VAT 

The integration of social protection within the UAE's VAT system signifies a 

transformation in fiscal policy that is no longer solely oriented toward state revenue 
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collection but is also directed toward supporting public social welfare.
58

 The 

application of zero-rated supplies and tax exemptions (exempted supplies) 

mechanisms to strategic sectors such as education, healthcare, transportation, housing, 

and charitable activities reflects the UAE legislators' efforts to integrate the dimension 

of social protection into the national taxation system.
59
 However, the implementation 

of these policies still faces various regulatory, administrative, and structural challenges 

that affect the effectiveness of social protection within the VAT system.
60

  These 

challenges will subsequently impact the effectiveness of the policy's application. The 

effectiveness of integrating social protection into the UAE VAT system can be 

analyzed using Lawrence M. Friedman's legal system theory, which posits that the 

success of a legal system is determined by three primary elements: legal structure, 

legal substance, and legal culture. These three elements are interconnected in 

determining the extent to which VAT regulations can execute social protection 

functions effectively and equitably.
61
 

First, from the perspective of legal structure, the UAE has established a sufficiently 

robust institutional framework through the presence of the Federal Tax Authority 

(FTA) as the primary agency responsible for VAT administration and supervision. 

Furthermore, the implementation of social protection within VAT also involves 

coordination with other ministries and authorities related to the education, healthcare, 

transportation, and social welfare sectors.
62

 This institutional structure demonstrates 

institutional support for the execution of socially oriented fiscal policies. Nevertheless, 

the effectiveness of this legal structure continues to encounter several challenges, 

particularly concerning the administrative and procedural complexities involved in 

obtaining tax facilities.
63
 Various tax facilities within the UAE VAT system necessitate 

compliance with relatively stringent administrative procedures, such as specific 

business classifications, permits from relevant authorities, and detailed documentation 

requirements. In the education sector, for instance, only institutions that have 

obtained official government recognition can enjoy the zero-rated facility. Similar 
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conditions apply to the healthcare sector and charitable activities.
64

 This situation 

indicates that the effectiveness of social protection through VAT remains heavily 

dependent on the administrative capacity of institutions and individuals to meet the 

prevailing legal requirements. Consequently, community groups or organizations with 

administrative limitations potentially fail to obtain optimal benefits from these 

policies.
65
  

Second, regarding legal substance, the UAE's VAT regulations demonstrate 

legislators' efforts to integrate values of social justice into taxation policy. The 

provisions concerning zero-rated tariffs and tax exemptions for sectors covering basic 

public needs represent a form of state intervention aimed at mitigating the regressive 

impact of VAT as a consumption tax.
66

 From the perspective of Friedman's legal 

system theory, legal substance is considered effective if the established norms can 

address the social needs of the public and creating distributive justice. In this context, 

UAE VAT regulations have provided protection to several strategic sectors such as 

public transportation, healthcare services, education, residential buildings, and 

charitable organizations.
67
 

Despite this, the effectiveness of this legal substance still faces various limitations. 

Social protection policies within the UAE VAT tend to be selective and conditional, 

thus not yet fully establishing comprehensive social protection.
68

 In the education 

sector, for example, the zero-rated facility does not encompass all educational needs, 

such as electronic devices, uniforms, and extracurricular activities.
69
 In the healthcare 

sector, preferential tax treatment solely applies to services directly related to human 

health and excludes specific services such as cosmetic treatments. Similarly, in the 

housing sector, the zero-rating mechanism only applies to the first sale or lease of a 

residential building within a specified period following the completion of 

construction.
70

 These limitations indicate that the legal substance of the UAE VAT 
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remains focused on specific administrative classifications and is not yet entirely based 

on the broader social needs of the public. Furthermore, the challenge regarding legal 

substance is also evident in the potential misallocation of fiscal policy benefits. Under 

certain conditions, the benefits of tax facilities are enjoyed more by business actors 

than by the public as end consumers. For example, tax incentives in the property 

sector may increase developers' profits without directly reducing housing prices 

significantly for low-income communities. This indicates that VAT-based social 

protection policies still require the strengthening of oversight mechanisms to ensure 

that the benefits are genuinely received by the primary target demographic groups.
71
 

Third, concerning the aspect of legal culture, the effectiveness of integrating social 

protection within the VAT system is heavily influenced by the level of public 

awareness and acceptance of the implemented tax policies.
72

 At the onset of VAT 

implementation in the UAE, there was resistance from some business operators who 

perceived the new tax system as increasing administrative burdens and operational 

costs.
73
 However, alongside the progression of national economic reforms, the public 

and the business sector began to understand that VAT is a crucial instrument in 

maintaining the state's economic stability and supporting sustainable development.
74
 

Nevertheless, the legal culture concerning the utilization of social protection facilities 

within the VAT system still faces challenges in the form of low tax literacy and 

minimal public understanding regarding their rights and the available mechanisms of 

tax facilities.
75

 A lack of dissemination regarding zero-rated tariffs, tax exemptions, 

and VAT refund mechanisms can diminish the effectiveness of social protection 

policies because the public does not fully comprehend how to derive benefits from 

these provisions. From the perspective of Friedman's theory, a legal culture that does 

not fully support regulatory implementation will cause the law to lose its social 

effectiveness, even if it is normatively well-regulated.
76
 

The various challenges that have contributed to the ineffectiveness of this policy 

demonstrate the need for regulatory reform aimed at integrating social protection 

into the UAE VAT system. Such reform would create a range of strategic opportunities, 

particularly in strengthening social welfare, improving fiscal fairness, and ensuring that 
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the implementation of VAT contributes not only to state revenue generation but also 

to broader social and economic development objectives. One of the primary 

opportunities is the creation of a more fiscally sustainable social protection system. 

Unlike direct social assistance, which necessitates increased state expenditure, a 

taxation-based social protection mechanism enables the government to provide 

economic support to the public through fiscal policies without excessively burdening 

the state budget. Consequently, VAT functions not only as an instrument for 

collecting state revenue but also as a more flexible and adaptive tool for economic 

redistribution and social protection.
77
  

Furthermore, the policies of zero-rating and tax exemptions for the education, 

healthcare, and housing sectors also open opportunities for increased investment in 

public service sectors.
78

 In the healthcare sector, for instance, tax facilities for 

pharmaceuticals and medical equipment can enhance the quality of healthcare 

services and strengthen the UAE's position as a regional healthcare hub. In the 

education sector, fiscal incentives can elevate the quality of educational institutions 

and broaden public access to more affordable education. Meanwhile, in the housing 

sector, tax facilities for residential buildings can encourage the development of more 

inclusive housing and improve public access to decent living accommodations.
79
 

Another opportunity lies in the capacity of VAT regulations to serve as an instrument 

of social development that is more modern and responsive to global economic 

changes. A VAT system integrated with social protection enables the UAE government 

to strike a balance between the fiscal interests of the state and the welfare of society. 

In this context, taxation policy is no longer viewed solely as a tax collection tool, but 

also as a legal instrument possessing social and distributive functions.
80
 

This can be seen in the implementation adopted by Oman, which is also part of 

the GCC countries. Oman officially introduced VAT on 16 April 2021 as part of its 

fiscal reform agenda and broader strategy for non-oil economic diversification. Similar 

to the UAE, Oman applies a standard VAT rate of 5% on certain goods and services. 

However, unlike tax policies that are solely oriented toward increasing state revenue, 

the implementation of VAT in Oman has been directly integrated with various social 

protection initiatives aimed at reducing the economic burden on society, particularly 

low- and middle-income groups. This integration demonstrates that modern taxation 

policies within the GCC region are no longer focused exclusively on fiscal stability but 
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are also increasingly considering social welfare considerations and the protection of 

vulnerable communities in their implementation.
81
 

VAT initiatives and concessions in Oman include several important measures. First, 

the government expanded the scope of essential goods subject to a zero VAT rate 

(zero-rated supplies). Oman broadened the list of food products eligible for zero-

rating from only 93 commodities to 488 commodities. This policy reflects the 

government’s effort to maintain the affordability of necessities following the 

implementation of VAT. The list of zero-rated essential goods is formally regulated 

under Ministerial Decision No. 65/2021.
82

 Through this measure, the Omani 

government seeks to minimize the regressive effects of VAT on household 

consumption, particularly among low-income communities. From a social protection 

perspective, the application of a zero rate on essential food products represents a 

form of fiscal intervention aimed at preserving purchasing power and preventing an 

increase in the economic burden caused by rising consumer prices.
83
 

Second, the integration of social protection into Oman’s VAT system is also 

reflected in its public utility subsidy policy. The Omani government bears the VAT 

costs imposed on electricity and water services for citizens who own no more than 

two residential accounts, including individuals registered under government social 

support programs. This policy demonstrates that the government does not merely 

provide tax exemptions in a normative sense, but also actively assumes part of the 

fiscal burden associated with essential public services. Such measures play a significant 

role in maintaining public access to basic utilities without exposing households to 

additional financial pressure resulting from VAT implementation. In the context of a 

modern welfare state, this mechanism reflects a more responsive and targeted model 

of social protection because its benefits are directly experienced by the public.
84
 

Third, the Omani government increased the amount of subsidized fuel available to 

National Support Card holders from 200 liters to 400 liters per month.
85
 In addition, 

the government absorbed the VAT imposed on subsidized fuel to maintain fuel prices 

at the same level as before the introduction of VAT. This policy reflects a form of 

social compensation strategy designed to reduce inflationary pressures and the rising 
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cost of living resulting from tax reform.
86
 Considering that fuel prices directly affect 

transportation and the distribution of goods; the subsidy policy serves as an 

important instrument for maintaining economic stability within society. Therefore, 

the implementation of VAT in Oman has not been carried out in isolation, but rather 

alongside integrated social mitigation measures intended to protect vulnerable groups 

from economic hardship.
87
 

When compared to the UAE, Oman demonstrates a more explicit and direct 

model of integrating social protection into its VAT system. The UAE has indeed 

implemented various tax facilities, including zero-rated and exempt supplies in sectors 

such as education, healthcare, transportation, and housing. However, most of these 

mechanisms remain in the form of fiscal exclusions based on sectoral classification and 

are not yet fully connected to direct social assistance schemes for the public.
88

 In 

contrast, Oman has integrated VAT policies with more concrete and measurable 

subsidy and social compensation programs. This demonstrates that a VAT system can 

be developed not only as an instrument for generating state revenue, but also as a 

mechanism of social protection that is more adaptive to the needs of society.
 89

 

Therefore, to optimize these opportunities and to take into consideration the 

integrated approach implemented in Oman, it is necessary to formulate several ideal 

policy frameworks aimed at maximizing the potential of VAT as an instrument of 

social protection in the UAE. Such policies are expected to strengthen the integration 

between fiscal policy and social welfare measures, while ensuring that VAT 

implementation contributes not only to revenue generation, but also to the 

protection of vulnerable and low-income communities. First, conducting regulatory 

reforms that are more adaptive and inclusive of the public's social needs. This reform 

is crucial because the current social protection mechanisms within the UAE VAT 

system remain selective and limited to specific administrative classifications. Therefore, 

VAT regulations need to be developed so as not to focus solely on predetermined 

formal sectors, but also to be capable of accommodating the broader needs of the 

public, particularly low-income and vulnerable groups.
90

 Such reforms can be 

executed by expanding the scope of goods and services eligible for zero-rated facilities 

or tax exemptions, especially regarding fundamental public needs that directly impact 

social welfare. Furthermore, periodic evaluations of the effectiveness of tax facilities 
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must also be conducted to ensure that VAT policies remain relevant to the social and 

economic developments of the UAE populace.
91
 

Second, the UAE government must simplify administrative procedures in applying 

for tax facilities so that access to social protection benefits becomes easier, faster, and 

more accurately targeted.
92
 The complexity of administrative procedures has thus far 

been one of the primary obstacles to the implementation of VAT-based social 

protection policies.
93
 Various formal requirements, lengthy verification processes, and 

the need for detailed administrative documentation can reduce the policy's 

effectiveness, as not all individuals or social institutions possess adequate 

administrative capacity. In this context, the digitalization of tax services and the 

integration of administrative systems across institutions serve as strategic steps to 

enhance bureaucratic efficiency.
94

 The simplification of procedures must also be 

accompanied by increased information transparency and public dissemination 

regarding the available mechanisms for tax facilities. Consequently, the benefits of 

social protection policies within the VAT system can be accessed not only by specific 

groups with high administrative capabilities but also experienced more equitably by 

the wider community.
95
 

Third, regulatory harmonization among government agencies is required to 

enhance the effectiveness of implementing social protection policies within the VAT 

system. The integration of social protection cannot function optimally if tax 

regulations operate in isolation from the policies of the education, healthcare, housing, 

and social welfare sectors. Therefore, coordination between the Federal Tax 

Authority (FTA) and related ministries and institutions must be strengthened through 

integrated regulatory mechanisms. Such harmonization is essential to create data 

synchronization, policy uniformity, and the effective distribution of social protection 

benefits to communities in need.
96
 Additionally, the strengthening of monitoring and 

evaluation mechanisms is a crucial step to ensure that tax facilities genuinely deliver 
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significant social impacts and are not abused by specific parties.
97
 Effective oversight 

will assist the government in measuring the extent to which zero-rating and tax 

exemption policies can alleviate the economic burden on the public and improving 

access to basic needs such as education, healthcare, transportation, and housing.
98
 

In the long term, such a policy model is also expected to support the sustainable 

development agenda and non-oil economic diversification in the UAE. A VAT system 

oriented toward social protection would create a more equitable mechanism of 

economic distribution, strengthen public purchasing power, and improve access to 

essential services such as education, healthcare, transportation, and housing.
99
 

Accordingly, VAT policy would not only contribute to increasing state revenue but 

would also form part of a broader strategy for legal and economic development 

grounded in social justice and public welfare.
100

 Furthermore, the integration of social 

protection into the VAT system may enhance social stability and strengthen national 

economic resilience amid global economic uncertainty. Such a policy also has the 

potential to create a more balanced relationship between the fiscal interests of the 

state and the fulfillment of citizens’ social rights, thereby enabling the tax system to 

function in a more humane, adaptive, and sustainable manner.
101

 

CONCLUSION 

Based on the discussion above, two main conclusions can be drawn. First, VAT 

regulation in the UAE has evolved from merely serving as an instrument for 

generating state revenue into a mechanism of social protection. This transformation 

can be seen through the implementation of zero-rated supplies and tax exemptions 

for strategic sectors such as education, healthcare, transportation, housing, and 

charitable activities. These policies indicate that the UAE’s VAT system is not only 

intended to support non-oil economic diversification and strengthen the state’s fiscal 

capacity, but also to mitigate the regressive effects of consumption taxes and maintain 

public access to essential needs. Accordingly, VAT regulation in the UAE reflects the 

development of a modern taxation system that increasingly integrates fiscal functions 

with the objectives of social protection and equitable economic development. Second, 

the integration of social protection within the UAE VAT system continues to face 

several challenges related to legal structure, legal substance, and legal culture. 

Administrative complexity, extensive documentation requirements, the selective and 

conditional nature of tax regulations, and limited public tax literacy remain significant 
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factors affecting the effectiveness of social protection under the VAT system. On the 

other hand, the experience of Oman demonstrates that VAT systems can be 

integrated more comprehensively with subsidy schemes and social compensation 

policies that directly address the needs of society. Therefore, the UAE needs to 

undertake more adaptive and inclusive regulatory reforms, simplify administrative 

procedures for tax facilities, and strengthen regulatory harmonization among 

government institutions so that the VAT system may function not only as an 

instrument of state revenue collection, but also as a more effective, equitable, and 

sustainable instrument of social protection. 
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