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“The Financial Performance of Saudi Corporations Pre and Post the
Implementation of Value Added Tax: An Applied Study on the Food and
Beverages Sector”

Researchers:

May Abdulaziz Alamoudi
Ola Ali Alzanbaghi

Abstract:

This study aims to identify the level of financial performance of corporations in the Saudi food production sector
before and after the imposition of value-added tax (VAT). The descriptive analytical approach has been employed to achieve
the study’s objectives. and the study sample is consisted of 13 corporations during the period (2016-2022) excluding the year
2020. The study period is divided into three phases: two years prior to VAT implementation, two years during the application
of a 5% VAT, and two years following the increase of VAT rate to 15%. Further, corporations’ financial performance is
measured by the return on asset (ROA), and the return on equity (ROE). The data were collected from corporations’ financial
statements; and then analyzed using AMOS program. The results indicated that there is a statistically significant differences
in the level of financial performance of corporations in the Saudi food production sector between the periods of non-VAT
implementation, and the period of 5% VAT application, and the period of 15% VAT application. Particularly, the results
revealed that there is statistically significant negative impact of imposing a 5% VAT on both the return on assets and the
return on equity compared to the pre-VAT period. There is also statistically significant negative impact of increasing the VAT
rate to 15% on the return on equity relative to the pre-VAT period, while there is a statistically positive impact of increasing
the VAT ratio to 15% on both return on assets and return on equity when compared to the 5% VAT application period. The
study recommends conducting further research across various economic sectors in Saudi Arabia to enhance the
generalizability of the results, as well as employing additional indicators to measure financial performance that have not been
addressed in this study.

Keywords: Value-Added Tax, Financial performance, Saudi food production sector.
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