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2 OECD (2020), Consumption Tax Trends 2020: VAT/GST and Excise Rates, Trends and Policy Issues, OECD

Publishing, Paris, https://doi.org/10.1787/152def2d-en.

3 https://lwww.oecd.org/ctp/international-vat-gst-guidelines-9789264271401-en.htm
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"This Report suggests, in particular, that VAT preferential treatments (including rate
differentiation) are generally not well targeted to those in need, distort consumer
choice, and impose additional administrative and compliance costs (related to the need

of drawing borderlines between standard and reduced rate goods and services)".*

NNINN DX 19YWY7 N'7xn X7 78N19 T n"vnn No'w 72u191 D D71y nayn 1mMn
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“In practice, the information required about consumers’ behavior needed to operate a
differential tax regime that improves (rather than worsens) economic welfare is so

extensive as to make such regimes impracticable.

Moreover, the few goods for which differential taxation can be justified are probably
best dealt with by special excise taxes or direct subsidies rather than by a multi-rate

VAT system."

D71y2 n"ynn NN ''wn DX N A nnnan OECD-n 7w anir 1Ty N1y
NOIYN 7Y NIMIR'YIN9TN NNAN DX N2'NIN 2ANYT AWK NI L,NINIEN 019N Ninpya
6.n91n2 Paxna Yo7 'WXNND NXTI DTXI9N DTANI D'MIN'WY Yainn 721 TNima ,onn

(PN 'R NIYATAN) D WAL NYYn? IT NTIAY

"A major reason for the application of reduced rates is the promotion of equity.
Countries generally consider it desirable to alleviate the VAT burden on necessity

goods and services (e.g. food, water), which typically form a larger share of

4 OECD (2010), Choosing a Broad Base — Low Rate Approach to Taxation, OECD Tax Policy Studies, No. 19.

5 OECD (2010), Choosing a Broad Base — Low Rate Approach to Taxation, OECD Tax Policy Studies, No. 19.
6 https://www.oecd.org/ctp/consumption-tax-trends-19990979.htm
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expenditure of lower income households by taxing them at a preferential VAT rate ...
Evidence suggests that exemptions and reduced VAT rates are not an effective
way of achieving such objectives (OECD/KIPF, 2014[2]) and can be even

regressive in some instances."
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"Empirical observations show that in France, rich households benefit from those rates
to a much larger extent than poor households ... In addition, many reduced rates are
directly targeted at wealthy people ... Micro simulations carried out for France show
that reduced rates generate only a small amount of redistribution. Distributional

objectives could be achieved more cost efficiently by considering the tax system as a

http://hidavrut.gov.il/content/4203 : V)IVNA NYTN DD N7
8https://www.oecd-ilibrary.org/docserver/5k487n4jqqg5-
en.pdf?expires=1660466456&id=id&accname=guest&checksum=A13D8EED50ACE6B8926066AC8CC1
B3D3.
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whole rather than VAT in isolation. Therefore, reduced VAT rates should be

eliminated."
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