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Abstract

This study aimed to identifying the effectiveness of the Palestinian
income tax in achieving the financial, economic and social objective
between 2005-2016, the period that represents all amendments made by the
tax legislator to the income tax law since its implementation. It intended to
estimate the success rate of the constant amendments made to that law, and
the extent to which the Palestinian economy is able to effectively rely on
the income tax as a productive source of funding, and be able to attain an
economic position that is distinguished by its social fairness. In that case
the economy will be able to walk away from the other financing sources
and the indirect taxes that burden the society at different levels. The study
focused on reviewing the related literature and studies, in addition to
analyzing the statistical and financial data published by the Monetary
Authority and the Ministry of Finance. Furthermore, the study examined
the objectives of the income tax and its effectiveness in achieving these

objectives.

The study explained the income tax and the rules of its imposition.
Through analyzing the contribution of the earnings of the income tax in
both revenues and public expenditures, the study recognized the financial

objective of taxing and its effectiveness. The study as well, explained the
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realization of tax effort, and the effectiveness of the economic objective
when considering the nature of direction concerning the relationship
between inflation or deflation, on one hand, and the income growth rates
and the governmental expenditure on the other hand. The study moreover
identified the rate of tax pressure resulting from income tax, and its
flexibility towards any economic change, and the effectiveness of the social
objective through determining the individual tax pressure resulting from the
income tax and the system of tax segments, tax exemptions and their role in

reducing the tax burden on different distribution of incomes and conditions.

Accordingly, the study concluded that the continuous tax
amendments were done in a superficial manner and without an adequate
study, which resulted, to a certain extent, in the loss of the income tax
balance in achieving taxing objectives, and reducing the government's
ability to mainly rely on the income tax as a source of revenue where the
average contribution of tax in public revenues was 5.5% compared to the
set-off 60.59%. The same is true concerning the general expenses that the
income tax contributes to 4% compared to 45.16% at the set-off. The study
recognized also the inability of the income tax revenues to achieve the tax
effort, the weak effectiveness of the income tax in achieving stability and
maintaining the nature of the relationship required in case of inflation and
deflation in proportion to governmental expenditure. The study moreover
dealt with many aspects such as: the low tax pressure beyond the optimal
level, the weak income tax flexibility in response to any economic changes,

the rising of individual tax burden on taxpayers, and the lack of vertical and
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horizontal justice in the escalating segments system. In addition to the
previous aspects the study identified the cases where tax exemptions failed
to reduce the tax burden due to the nature of the inverse relationship
between income growth and tax burden, and that the tax legislator has
neglected the productivity and other influencing factors when he imposed a

fixed rate on all economic sectors excluding telecommunications.

The study recommended expanding the taxation base, introducing
new bases, subjecting the taxpayer to the rising taxes, making use, when
developing policies, of the economic expertise, activating control of the tax
departments, raising the tax pressure to the ideal level so that the income
tax can effectively contribute to economy. The study also identified the
necessity to increase the flexibility of income tax to cope with economic
fluctuations, and increase the number of tax segments and reduce the
ceiling of each of them, and granting tax exemptions that take into account
the conditions of the taxpayer and reduce the tax burden, The study
recommended also subjecting the various economic sectors to the system of
escalating segments, while taking into account the geographical distribution
of sectors and projects, and the extent of their contribution in reducing

unemployment.



