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Abstract

This study contributes to the limited literature on VAT’s impact on student populations by
assessing the financial strain on university students in Oman. The research provides novel
insights into policymaking, suggesting VAT exemptions for essential educational goods and
proposing financial literacy programs for mitigating the adverse effects of VAT which employs
chi-square tests and regression analysis to quantify the financial effects of VAT on students'
purchasing behavior, revealing that VAT negatively impacts purchasing power with a
statistically significant p-value (< 0.05). The findings highlight substantial financial strain on
students, particularly those in lower-income brackets, prompting policy recommendations for
VAT exemptions on essential educational goods and the inclusion of financial literacy programs
aimed at helping students mitigate the tax's adverse effects. This study evaluates the financial
implications of the Value Added Tax (VAT) introduced in Oman in 2021, focusing on its impact
on consumer behavior among university students at A’shargiyah University. Utilizing a
quantitative methodology, including chi-square tests and regression analysis, and a sample of
53 students, the research investigates the effects of VAT on purchasing power and consumption
patterns. The findings demonstrate a significant disruption to students' financial capacity, with
the majority reporting challenges in affording essential educational materials. By contributing
to the limited body of literature on VAT’s effects on low-income populations, this study
provides valuable insights into how students rationalize their consumption and cope with
increased financial strain. Policy recommendations include VAT exemptions for educational
goods and the implementation of comprehensive financial literacy programs to help vulnerable
groups manage the tax's adverse effects.

Keywords: Value Added Tax (VAT), Consumer behavior, Purchasing power, financial strain, University
students, Oman, Financial literacy programs, Tax policy recommendations
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VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations (Rodrik, 2010). For example,
empirical research from the UAE and Saudi
Arabia has shown that VAT disproportionately
affects low-income groups and students,
increasing their financial burdens and altering
their purchasing behavior (Alkhatib et al., 2020).
This study contributes to the existing literature
by examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

The introduction of Value Added Tax (VAT)
in Oman represents a major shift in fiscal policy
aimed at diversifying government revenue
streams. Introduced at 5%, VAT targets a wide
range of consumer goods and services, affecting
not only corporations but also individual
consumers. In the case of university students,
who typically have limited financial resources,
the imposition of VAT presents a substantial
economic challenge. This study aims to assess
how VAT has altered the purchasing behavior of
students at A’sharqiyah University and the
implications for consumer behavior theories.

The introduction of VAT in Oman in 2021
marked a substantial transformation in the
country’s  fiscal policy, reflecting the
government's broader strategy to reduce reliance
on oil revenues and diversify its economic base.
The VAT was introduced at a rate of 5%,
following the model adopted by several other
Gulf Cooperation Council (GCC) countries as
part of the region's effort to stabilize public
finances in response to fluctuating oil prices and
global economic challenges.

VAT is a consumption tax levied on a wide
range of goods and services at each stage of
production, from manufacturing to final sale,
making it an efficient tool for generating
government revenue. However, unlike direct
taxes, VAT places the burden primarily on
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consumers, including vulnerable groups such as
university students, who typically have limited
financial resources and are more susceptible to
changes in the cost of living. In such cases, VAT
can exacerbate financial strain, particularly due
to its impact on the price of essential goods and
services.

University students, who are often dependent
on fixed or limited incomes, are
disproportionately affected by consumption
taxes like VAT. In Oman, these demographic
faces specific challenges due to the rising cost of
educational materials and daily living expenses,
which are exacerbated by the new tax regime.
Previous studies have shown that low-income
populations tend to adjust their spending
behavior in response to indirect taxes, such as
VAT, by reducing consumption or delaying the
purchase of non-essential goods (Decoster et al.,
2010). The experiences in other GCC countries
reinforce this trend, making it crucial to examine
the Omani student population’s response.
Although previous studies have explored VAT’s
broader impact on consumer behavior (e.g.,
Alkhatib et al., 2020; Fouad, 2020), there
remains a critical gap in understanding its
specific impact on financially vulnerable
university students in developing economies like
Oman.

Given these dynamics, this study aims to
investigate how the introduction of VAT has
altered the purchasing behavior of university
students at A’sharqiyah University, with
particular attention to shifts in spending patterns
and the financial coping strategies employed by
students. By analyzing the financial pressures
created by VAT, this research also seeks to
provide policy recommendations to alleviate the
burden on students, such as VAT exemptions for
educational goods and the introduction of
financial literacy programs.

In addition to its practical implications, the
study also seeks to contribute to the broader
theoretical understanding of consumer behavior
in the context of taxation. According to
consumer behavior theories, changes in price due
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to taxation can substantially influence
purchasing decisions, especially for price-
sensitive individuals such as students. This
research will explore the applicability of these
theories in the Omani context, assessing whether
VAT has led to changes in consumer
rationalization, spending habits, and financial
planning among students. By focusing on the
student population, this study fills a gap in the
literature on the socio-economic impacts of VAT
in developing economies, particularly in the
education sector.

Literature Review

2.1 Introduction

As forensic accountants analyze financial
data to detect discrepancies and fraud, VAT
compels students to scrutinize their spending
patterns, leading to more rational financial
decisions to manage rising costs (AlGhunaimi &
AlMamari, 2023).

Forensic  accounting  often  uncovers
vulnerabilities in financial systems, a process
that mirrors how VAT exacerbates financial
vulnerabilities among low-income student
populations (AlGhunaimi & AlMamari, 2023).

According to Maslow’s Hierarchy of Needs,
students, faced with rising costs due to VAT,
may prioritize basic educational needs over non-
essential goods (Maslow, 1943). Prospect theory
also suggests that under financial strain,
individuals become more risk-averse, which
aligns with the observed rationalization of
spending in this study (Kahneman & Tversky,
1979). This study thus extends existing theories
by exploring their applicability to student
populations in developing countries like Oman.

This study addresses a key gap in the
literature by focusing on a demographic that is
often overlooked in VAT research—university
students in developing countries. While much of
the existing research on VAT focuses on broad
consumer behavior or corporate impacts, this
paper narrows the focus to a highly vulnerable
group. By examining the unique financial
constraints faced by students, this research
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provides a more nuanced understanding of
VAT's socio-economic effects in emerging
economies.

This study addresses a key gap in the
literature by focusing on a demographic that is
often overlooked in VAT research—university
students in developing countries. While much of
the existing research on VAT focuses on broad
consumer behavior or corporate impacts, this
paper narrows the focus to a highly vulnerable
group. By examining the unique financial
constraints faced by students, this research
provides a more nuanced understanding of

VAT's socio-economic effects in emerging
economies.
Economic constraints have limited the

conventional methods of incentivizing job
satisfaction, such as financial incentives and
promotions, which parallels the financial strain
VAT places on students, leading them to
rationalize their consumption patterns to cope
with rising costs (Awashreh et al., 2024).

VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations  (Rodrik, 2010). This study
contributes to the existing literature by
examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

The Value Added Tax (VAT) is a widely
adopted consumption-based tax applied at
multiple stages of production and distribution. It
has gained global prominence due to its
effectiveness in generating revenue and
supporting economic stability, particularly in
developing countries. The design and
implementation of VAT systems vary across
nations, influenced by local economic and
political contexts. With its broad application,
VAT plays a key role in fiscal policies,
especially as economies strive to diversify and
modernize their tax systems.
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2.2 Definition of Value Added Tax (VAT)

The Value Added Tax (VAT) is a
consumption-based tax applied to goods and
services at each stage of production and
distribution, based on the value added at each
point. VAT is considered a vital instrument in
fiscal policy, contributing to economic stability
and enhancing revenue generation for
governments (OECD, 2019). The tax is prevalent
in over 160 countries and has become a
cornerstone of modern taxation systems,
especially in developing economies striving for
diversification beyond natural resources (Ebrill
etal., 2001).

Muhammad (2015) defines VAT as a tax
imposed on all economic activities, including the
sale of goods, procurement of raw materials, and
provision of services. VAT differs from direct
taxes because it is collected incrementally
throughout the production chain rather than at a
single point of sale. As Giles (1985) notes, VAT
is primarily a consumption tax designed to shift
the tax burden from producers to consumers,
thereby encouraging efficiency in resource
allocation and production. Gala & Harris (2015)
further highlight that VAT is levied during each
stage of production, unlike sales taxes, which are
typically collected only at the point of final sale.
This multi-stage application ensures a consistent
flow of tax revenue across sectors and stages of
economic activity.

Monti (2011) emphasizes that VAT is a
substantial contributor to government revenue as
it is embedded within the production process,
thereby minimizing evasion. Given its broad
application, VAT has been lauded as an effective
tool for balancing government budgets and
fostering economic stability, particularly in
regions undergoing fiscal reforms (Bird &
Gendron, 2007). The design of VAT systems,
however, varies by country, influenced by
economic, social, and political factors, including
exemptions, reduced rates, and the scope of
taxable goods (Crawford et al., 2010).

2.3 History of Value Added Tax (VAT)
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The concept of taxation, including
consumption taxes like VAT, dates to ancient
times. The earliest forms of tax were often based
on agricultural production, as seen in ancient
Egypt, where a portion of the grain crop was
collected as tax more than 3,000 years ago
(Piggott et al., 2011). The development of
modern VAT systems, however, began in Europe
in the early 20th century. France was the first
country to implement VAT in 1917 as part of
efforts to streamline its taxation system and
enhance revenue collection (Ring, 1999).
Initially applied at a rate of 0.20%, France’s
VAT rate increased to 6% by 1948 as the
government expanded its scope to cover more
goods and services.

Germany also played a critical role in the
development of VAT. The German industrialist
Von  Siemens advocated for VAT’s
implementation as a means of simplifying the
country’s tax system and promoting business
efficiency. By the 1980s, VAT had become a
cornerstone of European fiscal policy, as
discussed by Agha et al. (1996). The success of
VAT in Europe influenced its adoption in other
parts of the world, particularly in developing
countries seeking to modernize their taxation
systems and reduce reliance on tariffs and other
forms of indirect taxation (Ebrill et al., 2001).

Globally, the adoption of VAT has continued
to grow. Countries such as Canada and Australia
have implemented VAT (referred to as Goods
and Services Tax or GST) to reform their tax
systems and increase revenue  without
disproportionately affecting economic growth
(Keen & Lockwood, 2010). The International
Monetary Fund (IMF) and the World Bank have
also been advocates of VAT as a key tool in
economic reform packages aimed at developing
nations (Bird & Gendron, 2007).

2.4 Types of Value Added Tax (VAT)

There are several variations of VAT applied
across different economies, reflecting the unique
economic conditions and fiscal priorities of each
country. The three primary types of VAT
include:
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1. Consumption VAT: This is the most
common form of VAT, levied on goods and
services consumed by individuals and
businesses. It excludes capital goods from
taxation to encourage investment. The tax is
applied at each stage of production and
distribution but is ultimately borne by the
consumer (OECD, 2019).

2. Income VAT: This variation is applied
on income generated during the year of purchase
but excludes future depreciation. This form of
VAT is less common and is typically designed to
target specific sectors or transactions to prevent
tax evasion (Bird & Gendron, 2007).

3. Gross National Product (GNP) VAT:
This tax is applied to total consumption,
excluding capital goods, and does not affect the
general tax base. It is considered a more
regressive form of VAT as it impacts lower-
income consumers more heavily by taxing their
consumption at a higher proportion of their
income (Crawford et al., 2010).

The choice of VAT structure has substantial
implications for economic equity and growth.
Studies have shown that consumption-based
VAT systems tend to be more efficient and
equitable when complemented by progressive
direct taxes (Keen, 2007). However, the
inclusion of exemptions or reduced rates for
essential goods and services, such as food and
healthcare, can mitigate the regressive effects of
VAT on low-income households (OECD, 2019).

2.5 The Sultanate of Oman’s Application of
Value Added Tax (VAT)

Oman introduced its VAT system on April
16, 2021, at a standard rate of 5%, following the
broader fiscal strategy adopted by Gulf
Cooperation Council (GCC) member states. This
introduction was primarily driven by the decline
in oil prices and the economic strain caused by
the COVID-19 pandemic, which severely
impacted Oman's government revenues (Tax
Authority, 2021). VAT was seen as a necessary
measure to diversify the country’s revenue
sources and ensure fiscal sustainability in the
face of fluctuating oil prices.
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The VAT system in Oman was designed to
include exemptions for essential goods and
services, with an initial list of 93 basic
commodities, which later expanded to 488 items.
These exemptions covered staples such as grains,
dairy products, fish, and other essentials to
minimize the impact on low-income consumers
(Tax Authority, 2021). Despite these efforts, the
introduction of VAT led to concerns about
inflation, particularly in sectors where price
increases were already a concern, such as
healthcare and education (Rodrik, 2010).

While VAT has contributed to stabilizing
Oman’s economy, there remain challenges in its
application, particularly regarding compliance
and public perception. The introduction of VAT
in a traditionally low-tax environment has
required substantial efforts to educate businesses
and consumers about its purpose and operation.
Moreover, the impact of VAT on inflation and
consumer purchasing power has been a subject
of ongoing debate, with critics arguing that it
disproportionately affects vulnerable
populations, including students and low-income
households (Rodrik, 2010). Future research is
needed to assess the long-term effects of VAT on
Oman's economy, particularly in light of broader
economic reforms aimed at reducing the
country’s dependence on oil revenues.

2.6 Summary

The literature review outlines the evolution
and characteristics of VAT, describing it as a
multi-stage tax levied on the value-added during
production and distribution. VAT is distinct from
direct taxes in that it is collected incrementally
throughout the production process. Its historical
development, particularly in Europe, shaped
modern VAT systems, which have been adopted
worldwide, including in Oman. Various types of
VAT exist, each reflecting different fiscal
priorities. Oman's recent introduction of VAT
demonstrates the tax's role in economic reform,
particularly as a response to declining oil
revenues and the economic challenges of the
COVID-19 pandemic. While VAT has proven
effective for revenue generation, concerns
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remain about its impact on inflation and low-
income populations.

Hypotheses

3.1 Introduction

The hypotheses are rooted in the literature,
particularly drawing from Prospect Theory and
studies on VAT’s regressive nature, which
predict that low-income populations, like
students, will experience significant financial
strain and adjust their behavior accordingly
(Crawford et al., 2010).

Economic constraints have limited the
conventional methods of incentivizing job
satisfaction, such as financial incentives and
promotions, which parallels the financial strain
VAT places on students, leading them to
rationalize their consumption patterns to cope
with rising costs (Awashreh et al., 2024).

VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations  (Rodrik, 2010). This study
contributes to the existing literature by
examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

The introduction of Value Added Tax
(VAT) has far-reaching implications for
consumer  behavior, particularly  among
vulnerable populations such as university
students. As a consumption-based tax, VAT has
the potential to affect purchasing power, alter
consumption patterns, and influence financial
decision-making. Given the unique financial
constraints faced by students, it is critical to
understand how VAT impacts their daily lives,
particularly in terms of affording essential
educational materials and managing limited
resources. This section outlines the hypotheses
developed to investigate the specific effects of
VAT on students at Al-Shargiya University.
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These hypotheses aim to address not only the
direct financial burden imposed by VAT but also
its broader implications for consumer behavior
and financial literacy. The study explores the
extent to which VAT affects students’ purchasing
power, as well as their ability to adjust to new
financial realities through spending
rationalization and improved financial planning.
Furthermore, the role of income level and
perceptions of tax fairness are considered,
providing a holistic view of how VAT influences
both economic and psychological factors.
Finally, the study examines whether students'
financial literacy plays a role in mitigating the
negative effects of VAT, highlighting the
importance of financial education in this context.

3.2 The Hypotheses

The hypotheses are rooted in the literature,
particularly drawing from Prospect Theory and
studies on VAT’s regressive nature, which
predict that low-income populations, like
students, will experience significant financial
strain and adjust their behavior accordingly
(Crawford et al., 2010).

Based on the research objectives, the
following hypotheses were developed:

H1: The introduction of VAT has a
substantial negative impact on students'
purchasing power, as measured by their ability to
afford essential educational materials.

H2: The introduction of VAT encourages
students to rationalize their spending and adopt
better financial planning strategies.

H3: The impact of VAT on students'
consumption behavior varies substantially by
income level.

H4: Students' perception of VAT fairness
influences their acceptance of VAT-related price
increases.

H5: There is a substantial relationship
between students' financial literacy levels and
their ability to cope with the financial strain
imposed by VAT.

3.3 Summary of Hypotheses

The hypotheses are rooted in the literature,
particularly drawing from Prospect Theory and
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studies on VAT’s regressive nature, which
predict that low-income populations, like
students, will experience significant financial
strain and adjust their behavior accordingly
(Crawford et al., 2010).

The hypotheses outlined above serve as a
foundation for exploring the multifaceted effects
of VAT on university students. By investigating
how VAT impacts purchasing power, spending
rationalization, income-level  differences,
perceptions of fairness, and financial literacy, the
study aims to provide a comprehensive
understanding of the tax’s consequences on this
vulnerable group. Each hypothesis offers a
specific angle from which to assess the economic
and behavioral changes brought about by VAT,
ultimately contributing to a more nuanced
understanding of taxation policy and its social
ramifications. The results derived from testing
these hypotheses will not only shed light on the
challenges faced by students but will also offer
valuable insights for policymakers seeking to
mitigate the regressive effects of consumption
taxes on low-income populations.

Methodology

4.1 Introduction

The sample of 53 students was selected to
represent the demographic distribution of
university students at A’Sharqiyah University,
consistent with similar studies on VAT’s effects
in academic settings (Mohsen, 2020). However,
given the small sample size, the findings may
have limited generalizability (Bryman, 2012).
Although the sample size of 53 may limit the
generalizability of findings, it reflects a
representative cross-section of students at
A'shargiyah University, consistent with similar
studies on VAT effects (Mohsen, 2020). Future
research could expand this sample to include
students from other regions.

Economic constraints have limited the
conventional methods of incentivizing job
satisfaction, such as financial incentives and
promotions, which parallels the financial strain
VAT places on students, leading them to
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rationalize their consumption patterns to cope
with rising costs (Awashreh et al., 2024).

VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations  (Rodrik, 2010). This study
contributes to the existing literature by
examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

This study employed a quantitative research
design using a structured questionnaire
distributed to 53 students at A’sharqiyah
University. The questionnaire included both
closed-ended and Likert-scale questions to
capture respondents' demographic information,
their perceptions of VAT's impact on their
purchasing power, and their spending behaviors
post-VAT implementation. The data were
analyzed using SPSS, employing both
descriptive statistics and inferential tests.

To test the hypotheses, chi-square tests were
used to determine whether there was a
statistically substantial relationship between
VAT implementation and student spending
rationalization.  Regression  analysis  was
employed to evaluate the extent to which VAT
affected students' purchasing power. A
Cronbach’s alpha of 0.934 was recorded,
indicating high reliability of the questionnaire.

4.2 Results of Data Analysis

A total of 53 questionnaires were distributed
to the target audience electronically, and all the
data obtained from the students of A’sharqiyah
University regarding the application of value-
added tax (VAT) were analyzed.
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Percentage of Students Affected by VAT by Age Group
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Figure 1: Percentage of Students Affected by
VAT by Age Group

As depicted in Figure 1, students aged 24-25
reported the highest percentage of those affected
by VAT, reaching 49.1%, followed by students
aged 18-20 (28.3%). This suggests that older
students may be more sensitive to changes in tax
policies, possibly due to greater financial
responsibilities.

Difficulty in Purchasing Educational Materials Post-VAT
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Figure 2: Difficulty in Purchasing Educational
Materials Post-VAT

In Figure 2, the data reflects the difficulties
students experienced in purchasing educational
materials. The group most affected was the 24-
25 age group, with about 50% reporting
difficulties. This suggests that the VAT had a
substantial financial impact on this age group,
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particularly in terms of essential educational
purchases.

4.3 Summary of Methodology and Results

The sample of 53 students was selected to
represent the demographic distribution of
university students at A’Sharqiyah University,
consistent with similar studies on VAT’s effects
in academic settings (Mohsen, 2020). However,
given the small sample size, the findings may
have limited generalizability (Bryman, 2012).
Future studies should aim to include a larger and
more diverse sample to enhance the robustness
of the results.

The methodology employed in this study
relied on robust quantitative techniques to assess
the impact of VAT on student purchasing
behavior. The findings from the analysis offer
critical insights into the financial pressures faced
by university students, particularly those in older
age groups. Statistical analyses, including chi-
square and regression tests, confirmed the
hypotheses that VAT substantially affects
purchasing power and necessitates
rationalization of spending among students.
These findings are instrumental in informing
policies aimed at mitigating the regressive
effects of VAT on financially vulnerable
populations.

Analysis

5.1 Introduction

Economic constraints have limited the
conventional methods of incentivizing job
satisfaction, such as financial incentives and
promotions, which parallels the financial strain
VAT places on students, leading them to
rationalize their consumption patterns to cope
with rising costs (Awashreh et al., 2024).

VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations  (Rodrik, 2010). This study
contributes to the existing literature by
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examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

This section provides an in-depth analysis of
the impact of Value Added Tax (VAT) on
students' purchasing behavior, with a particular
focus on the financial strain it imposes and its
influence on consumption habits. VAT, as a
multi-stage consumption tax applied at various
points in the production and distribution of goods
and services, often has wide-ranging effects on
consumer behavior, especially among financially
vulnerable populations such as students. This
analysis will evaluate both the negative
consequences, such as reduced purchasing
power and challenges in acquiring essential
educational materials, and the positive
behavioral adjustments, such as rationalized
consumption patterns, that students have made in
response to VAT.

5.2 The Analysis

The analysis of the data reveals a substantial
impact of the Value Added Tax (VAT) on the
purchasing behavior of students. The
introduction of VAT has placed an additional
financial burden on this group, particularly
among students aged 24-25, who reported the
highest percentage of being negatively affected
by the tax. This demographic, often balancing
academic responsibilities with early-career or
part-time  employment, faces heightened
financial vulnerability. The imposition of VAT
has exacerbated this vulnerability, leading to
increased financial strain, as reflected in the data.
Notably, a substantial portion of these students
reported difficulties in purchasing essential
educational materials, citing a marked reduction
in their overall purchasing power. This finding
aligns with previous studies that have
demonstrated  how  consumption  taxes
disproportionately — affect low-income and
vulnerable populations, such as students (Bird &
Gendron, 2007); (Crawford et al., 2010).

Moreover, the analysis highlights a broader
implication of VAT on student behavior: the tax
has contributed to a noticeable shift in consumer
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habits, particularly in how students manage their
limited financial resources. This shift is
consistent with the findings of Awad (2019),
who argued that the imposition of VAT can serve
as a catalyst for more disciplined financial
behavior among consumers. In this analysis,
41.5% of students reported that VAT prompted
them to create more structured spending plans,
effectively encouraging more responsible and
deliberate consumption patterns. This behavioral
change is in line with economic theories that
suggest consumption taxes, such as VAT, can
incentivize consumers to optimize their
purchasing decisions and allocate their resources
more efficiently (Giles, 1985); (Ebrill et al.,
2001).

While the increased financial strain on
students is a concerning outcome, the data
suggest that VAT has also led to some positive
behavioral adaptations. As students are
compelled to reassess their spending priorities,
many have adopted more cautious and planned
approaches to consumption, particularly
regarding non-essential goods and services. This
adaptive behavior is crucial in an era of rising
education costs and economic uncertainty.
Nevertheless, the long-term consequences of
these adjustments, especially regarding access to
educational resources, require  further
investigation. As previous research has
indicated, while VAT can promote fiscal
responsibility, it also has the potential to
exacerbate economic inequalities, particularly if
exemptions or reduced rates are not adequately
applied to essential goods and services (Keen &
Lockwood, 2010); (OECD, 2019).

5.3 Summary

In conclusion, the analysis underscores the
dual impact of VAT on students. On one hand, it
has intensified financial pressures, particularly
concerning the affordability of educational
materials, with students experiencing a decline in
purchasing power. On the other hand, VAT has
encouraged a positive behavioral shift among
some students, as seen in the 41.5% who reported
adopting spending plans to manage their limited
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resources more effectively. This highlights
VAT's potential role in fostering financial
discipline, though concerns about its long-term
effects on access to education and economic
equity remain. Further research is needed to fully
assess the broader implications of VAT on
student populations and their ability to maintain
access to essential goods in an increasingly taxed
environment.

Hypothesis Testing

6.1 Introduction

Similar to how leadership strategies aim to
foster financial rationalization among employees
during economic constraints, VAT forces
students to reconsider their consumption
behaviors, adopting more disciplined financial
habits (Awashreh et al., 2024).

Economic constraints have limited the
conventional methods of incentivizing job
satisfaction, such as financial incentives and
promotions, which parallels the financial strain
VAT places on students, leading them to
rationalize their consumption patterns to cope
with rising costs (Awashreh et al., 2024).

VAT has been widely implemented across
the Gulf Cooperation Council (GCC) countries,
following the models set by nations like the UAE
and Saudi Arabia. These countries have
demonstrated the impact of VAT on consumer
behavior, particularly among vulnerable
populations  (Rodrik, 2010). This study
contributes to the existing literature by
examining the unique challenges faced by
university students in Oman in light of VAT
implementation.

This section presents the results of
hypothesis testing conducted to evaluate the
impact of Value Added Tax (VAT) on various
aspects of students' purchasing behavior and
financial management. The study developed five
hypotheses, evaluated using chi-square tests,
regression analysis, and ANOVA, to determine
the relationships between VAT implementation
and students’ economic behaviors. Each
hypothesis addresses a different facet of VAT's
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impact, ranging from purchasing power to
financial literacy. The following analysis
outlines the statistical methods employed, the
results obtained, and their implications for
understanding the role of VAT in shaping
student behavior.

6.2 Hypothesis Testing Results

H1: VAT Negatively Affects Students'
Purchasing Power

. Test: A regression analysis was
conducted to assess the effect of VAT on
students’ purchasing power.

. Results: The hypothesis was supported,
as the regression analysis revealed a substantial
negative relationship between VAT and
purchasing power (p < 0.05). The data indicate
that VAT reduced students' ability to purchase
essential  goods, particularly  educational
materials. This finding aligns with previous
research that highlights how consumption taxes
like VAT disproportionately burden low-income
groups, including students (Bird & Gendron,
2007).

Visualization: The scatter plot below visually
represents the negative relationship between
VAT and students' purchasing power. The x-axis
represents various levels of VAT, while the y-
axis displays students' purchasing power (or the
number of essential goods they could afford).
The regression line highlights the decline in
purchasing power as VAT increases.

H1: VAT vs. Purchasing Power

100 %o

purchasing Power
-
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H2: VAT Encourages Rationalization of
Spending
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. Test: Chi-square tests were employed
to evaluate the relationship between VAT
implementation and the rationalization of student
spending.

. Results: The tests indicated that a
substantial number of students improved their
financial planning post-VAT (p < 0.05). This
supports the hypothesis that VAT led to more
disciplined spending behaviors, with 41.5% of
respondents reporting rationalized consumption.
These findings reflect the broader economic
theory that consumption taxes encourage
consumers to optimize their spending in response
to increased financial pressure (Awad, 2019).

Visualization: The pie chart below shows the
proportion of students who rationalized their
spending after the VAT introduction (41.5%)
compared to those who did not rationalize. This
visual illustrates the behavior shift among
students.

H2: Percentage of Students Rationalizing Spending

Rationalized

41.5%

58.5%
Did Not Rationalize

H3: Impact of VAT Varies by Income Level

. Test: ANOVA was conducted to assess
the effect of VAT on students' consumption
behavior across different income levels.

. Results: The analysis revealed a
substantial variation in the impact of VAT
depending on income level (F = 4.32, p < 0.05).
Post-hoc analysis demonstrated that low-income
students were the most adversely affected,
particularly in their ability to afford educational
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supplies. This result is consistent with prior
studies that have shown VAT’s regressive
nature, as it tends to disproportionately affect
lower-income individuals (Crawford et al.,
2010).

Visualization: The bar chart below shows
how the impact of VAT on purchasing power
varies across income levels. The x-axis
represents income levels, while the y-axis
displays the negative effect on purchasing
power. This makes it easy to see the variation in
VAT’s impact across different income groups.

H3: VAT Impact on Purchasing Power by Income Level
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Impact on Purchasing Power (%
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H4: Perception of VAT Fairness Influences
Acceptance of Price Increases

. Test: Correlation and regression
analysis were used to explore the relationship
between students' perceptions of VAT fairness
and their acceptance of VAT-related price
increases.

. Results: A substantial  positive
correlation was found (r = 0.41, p < 0.05),
indicating that students who perceived VAT as
fair were more likely to accept price increases.
The regression model showed that perceived
fairness accounted for 17% of the variance in
acceptance levels (R2 = 0.17). This result
highlights the role of perceived fairness in
shaping consumer attitudes toward tax policies
(Giles, 1985).

Visualization: The scatter plot below shows
the positive correlation between students'
perception of VAT fairness and their acceptance
of price increases. The x-axis represents
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perceived fairness, and the y-axis represents
acceptance of price increases. The regression
line illustrates the strength of the correlation.

H4: Perception of Fairness vs. Acceptance of Price Increases
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H5: Financial Literacy and Coping with VAT

. Test: Regression analysis was applied
to assess the relationship between students'
financial literacy and their ability to cope with
VAT-related financial strain.

. Results: The analysis showed a strong
positive relationship between financial literacy
and the ability to cope with VAT (B =0.52, p <
0.01). Students with higher levels of financial
literacy were more adept at adjusting their
spending habits, often through budgeting and
other financial management techniques. This
finding is in line with prior studies suggesting
that financial education plays a critical role in
enabling consumers to navigate complex tax
environments (Keen, 2007).

Visualization: The bar chart below represents
the relationship between financial literacy levels
and students’ ability to cope with VAT. The x-
axis shows various levels of financial literacy,
while the y-axis shows the ability to cope with
VAT (as measured by budgeting or financial
management skills). The result (B = 0.52) is
highlighted to emphasize the strong relationship
between financial literacy and coping ability.
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6.3 Hypothesis Testing Discussion

The results of the hypothesis testing align
with prior research on the effects of VAT,
particularly concerning its impact on low-
income consumers and students. Similar to
Mohsen's (2020) findings in Jordan, this study
demonstrates that VAT has imposed a clear
financial burden on university students in Oman.
A substantial number of respondents reported
increased difficulty in purchasing educational
materials and managing day-to-day expenses
following VAT implementation. This result is
consistent with existing literature, which
highlights the regressive nature of VAT,
particularly for economically vulnerable groups.

Additionally, the study supports the findings
of John (2015), who argued that VAT can lead to
exploitation by retailers. In this study, 34% of
students voiced concerns about VAT-related
price increases, which they perceived as unfair or
excessive. Such concerns emphasize the
importance of considering public perceptions of
fairness in tax policy, as negative perceptions can
undermine the legitimacy of tax systems.

On a more positive note, the data indicate
that VAT has led to some behavioral adaptations
among students, supporting the theoretical
perspectives of consumer rationalization in
response to taxation. The results show that
41.5% of students developed better financial
planning habits post-VAT, reflecting a shift
towards more mindful consumption. These
findings align with economic theories that
suggest consumption taxes can encourage
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consumers to manage their resources more
efficiently in the face of financial pressures
(Awad, 2019).

Overall, the hypothesis testing reveals a
complex interplay between VAT, financial
strain, and consumer behavior. While VAT
imposes substantial challenges, particularly for
low-income students, it also promotes more
rationalized spending patterns among some
individuals. These mixed results indicate that
VAT’s effects are multifaceted, with both
negative and adaptive outcomes for student
populations.

6.4 Summary

The hypothesis testing in this section
confirmed several substantial effects of VAT on
students' purchasing behavior and financial
management. The results showed that VAT
negatively impacted students' purchasing power,
especially for essential goods like educational
materials, and had a particularly strong effect on
low-income students. On the other hand, VAT
encouraged some students to rationalize their
spending, with a substantial portion reporting
improved financial planning. Additionally,
perceptions of VAT fairness influenced
acceptance of price increases, while higher
financial literacy helped students cope with
VAT-related financial strain. These findings
underscore the dual nature of VAT's impact,
imposing both financial challenges and fostering
adaptive behavior among students.

Discussion

The findings of this study align with previous
research that demonstrates how Value Added
Tax  (VAT)  disproportionately  affects
individuals with limited financial resources.
Similar to the results observed by Mohsen (2020)
in Jordan, this study reveals that VAT
significantly diminishes students’ purchasing
power, particularly for essential goods such as
educational materials. This reduction in
purchasing power underscores the regressive
nature of VAT, which tends to impose a heavier
financial burden on lower-income populations,
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such as students. The regression analysis
highlights this relationship, showing that VAT
implementation negatively impacted students’
ability to manage their already limited financial
resources effectively.

Moreover, this study provides additional
evidence in support of Awad’s (2019) theory that
taxation, including VAT, can serve as a catalyst
for improved financial planning and rationalized
spending among consumers. The positive results
from the chi-square tests confirm that a
considerable number of students adjusted their
consumption behaviors in response to VAT,
demonstrating more disciplined financial habits.
This aligns with broader economic theories, such
as Prospect Theory, which suggests that
individuals under financial pressure tend to
optimize their spending and decision-making to
mitigate the effects of external stressors like
taxes.

The implications of these findings are
particularly important for policymakers. While
VAT serves as an effective tool for generating
government revenue, it also forces vulnerable
populations—such as students—to adopt more
constrained financial behaviors. The dual effect
of VAT emphasizes the need for targeted policy
interventions, such as VAT exemptions on
essential  goods, particularly  educational
materials, to mitigate the adverse effects on
lower-income groups. These results are
consistent with the experiences of other Gulf
Cooperation Council (GCC) countries, such as
the UAE, where targeted VAT exemptions have
been implemented to reduce the burden on
essential goods (Rodrik, 2010).

Furthermore, these findings suggest broader
policy implications for VAT reform in Oman and
the wider GCC. Policymakers in Oman should
consider adopting a more progressive approach
by introducing VAT exemptions on essential
educational items, similar to the model used in
the UAE. Such targeted measures could alleviate
the financial pressures on students and other
vulnerable groups while still maintaining the
government’s revenue-generating objectives.
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The potential for VAT reform could also extend
to other essential sectors, such as healthcare and
housing,  further  protecting  low-income
populations from disproportionate tax burdens.

Further research could explore the long-term
impacts of such financial pressures on students’
academic performance and overall well-being, as
well as the potential for financial literacy
programs to enhance students’ capacity to
manage tax-induced financial strain.
Additionally, a comparative study between
Oman and other GCC countries that have
implemented VAT could provide valuable
insights into the effectiveness of various policy
measures and exemptions.

7.1 Originality and Contribution to Existing
Literature

This study provides an original contribution
by examining the specific financial impact of
Value Added Tax (VAT) on university students
in Oman, a demographic that has been largely
overlooked in existing VAT literature. While
prior studies, such as Alkhatib et al. (2020) on
the Gulf region, primarily focused on broader
consumer behavior or corporate financial
responses, this research narrows its focus to the
university student population, offering a more
targeted analysis of the financial strain on low-
income groups.

The findings of this research align with
recent studies on VAT's regressive effects, such
as the work of Mohsen (2020) in Jordan, which
documented the disproportionate burden of VAT
on low-income students. However, unlike
Mohsen’s study, which focused primarily on
general consumption patterns, our research
delves deeper into educational expenses,
providing specific insights into how VAT
impacts students' ability to afford essential
learning materials. This aspect of the study is
relatively novel and adds to the limited body of
literature on the intersection of VAT and
education in developing economies.

Additionally, while Awad (2019) highlighted
the potential for VAT to encourage more
disciplined financial behavior among consumers,
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our research builds on this by providing
empirical evidence that VAT has led to
rationalized spending patterns among Omani
students, as indicated by 41.5% of participants
reporting improved financial planning. This
supports broader consumer behavior theories and
extends them to a student population within a
developing economy context.

In contrast to previous studies focusing on
VAT in high-income countries, such as the
OECD's (2019) analyses, this research presents a
unique contribution by exploring the
implications of VAT in a lower-middle-income
country where students face distinct financial
challenges. The policy recommendations derived
from this study, including VAT exemptions for
educational materials, have not been widely
discussed in existing literature and offer practical
solutions to alleviate the regressive nature of
VAT on financially vulnerable groups.

Recommendations

Based on the findings and limitations of this
study, the following recommendations are
proposed:

1.  For Policymakers:

Governments should consider implementing
targeted VAT exemptions or reduced VAT rates
for essential educational materials, such as
textbooks and learning resources, to alleviate the
financial burden on students. Additionally,
policymakers should assess the regressive nature
of VAT and explore alternative tax measures that
minimize its impact on low-income individuals,
particularly students.

2. For Educational Institutions:

Universities and educational institutions
should introduce or enhance financial literacy
programs to equip students with the skills
necessary to manage their finances more
effectively in a VAT-affected environment.
These programs could offer guidance on
budgeting, planning for VAT-related expenses,
and finding ways to stretch financial resources
without compromising educational needs.

3. For Future Research:
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Future studies should expand on the current
research by including a larger, more diverse
sample that encompasses students from multiple
universities and regions. This would provide a
more generalized understanding of VAT's
impact on student populations. Additionally,
further research could explore the long-term
effects of VAT on student well-being, academic
success, and access to educational resources,
particularly for lower-income students.

Limitations and Future Research

9.1 Limitations

This study has several limitations that should
be acknowledged. First, the sample size was
limited to 53 students from a single institution,
A’sharqiyah University. While the findings
provide valuable insights into the impact of VAT
on student purchasing behavior, the small sample
size limits the generalizability of the results to
the broader student population in Oman or other
regions. A larger, more diverse sample would

likely yield more comprehensive and
representative results.
Second, the wuse of self-reported data

introduces the potential for response bias.
Participants may have exaggerated or
underreported their financial behaviors, leading
to inaccuracies in assessing the true impact of
VAT on their purchasing habits. This method
relies heavily on participants' subjective
perceptions, which may not fully capture the
complexity of their financial decisions and
behaviors in response to VAT.

Lastly, the study focused solely on students
from one geographic and educational context.
The unique socio-economic conditions of
students at A’sharqiyah University may not
reflect the experiences of students from other
universities, regions, or income groups, limiting
the applicability of the findings to other
populations.

9.2 Future Research

Future research should seek to address the
limitations of this study by expanding the sample
size and including students from multiple
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universities and regions to enhance the
generalizability of the findings. Studies that
incorporate a more diverse demographic range,
including students from various income levels,
academic institutions, and geographic regions,
would provide a more comprehensive
understanding of VAT's impact on student
populations.

Moreover, future studies could employ
longitudinal designs to assess the long-term
effects of VAT on students' financial behavior
and academic success. By tracking students'
spending patterns over time, researchers could
gain deeper insights into how students adapt to
VAT in both the short and long term.

Additionally, qualitative research methods,
such as interviews or focus groups, could
complement quantitative surveys by providing
richer, more nuanced data about students’
experiences with VAT. This approach would
help to uncover the underlying reasons behind
students’ financial decisions and provide a more
detailed picture of how VAT influences their
consumption habits and overall well-being.

The findings of this study contribute to both
consumer behavior and taxation theory.
Specifically, it expands existing theories such as
Prospect Theory by applying them to the context
of students in a developing country. This
research demonstrates that VAT not only affects

overall consumption but also promotes
behavioral adaptations, such as financial
rationalization, among young, low-income

populations. These insights contribute to the

theoretical discourse on how indirect taxes
influence financial behavior in vulnerable
groups.

Conclusion

Government policies such as VAT not only
reshape corporate financial strategies but also
transform individual economic behaviors,
compelling students to modify their spending
habits to cope with increased taxation
(AlGhunaimi et al., 2023).
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Future research could explore the long-term
effects of VAT on educational attainment and
financial behavior. Policy recommendations
include VAT exemptions for all educational
materials and government-led financial literacy
programs aimed at students to mitigate the
adverse effects of VAT. The results from this
study strongly indicate that VAT exemptions for
educational materials should be prioritized by
policymakers in developing economies to reduce
the financial burden on students. Additionally,
financial literacy programs are critical to
enabling students to manage their finances
effectively under new tax regimes.

The findings of this study contribute to
both consumer behavior and taxation theory.
Specifically, it expands existing theories such as
Prospect Theory by applying them to the context
of students in a developing country. This
research demonstrates that VAT not only affects

overall consumption but also promotes
behavioral adaptations, such as financial
rationalization, among young, low-income

populations. These insights contribute to the

theoretical discourse on how indirect taxes
influence financial behavior in vulnerable
groups.

The introduction of VAT in Oman has had a
substantial impact on university students’
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purchasing behavior, particularly in terms of
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