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Abstract of Thesis
Understanding the root causes of social conflict as linked to value-added-tax (VAT)
1s indispensable in the current context of social dynamics in developing countries.
Because will give us suitable approaches to solve and avoid them. Therefore, this
research examines the causal relationship between social conflict and value-added
tax using Mozambique as case of study. The study tests two hypotheses; the “tax-
burden” hypothesis is used to evaluate the long-run relationship between the main
variables (VAT and Social Conflict). And the “tax-conflict” hypothesis estimates the
short-run relationship. To prove the hypotheses, I use both qualitative and
quantitative methods. In the qualitative method, I look at the events that occurred
in 2008 and 2010 in Greater Maputo Area. While in the later, I use the Vector Error
Correction Model (VECM) to examine the short and long-run relationships between
VAT and social conflict. The data used comprise the period from 1994 to 2018. The
results from the analysis of the Greater Maputo case suggest that prices of goods
and services included in VAT have a causal relationship with social conflict in the
short-run supporting our “tax-conflict” hypothesis. Under this hypothesis, the
results that unsustainable tax imbalances can be mitigated by exempting or

reducing the VAT of some indispensable consumption goods and service. The VECM




results suggest bidirectional causality between social conflict and VAT in the long-
run, supporting the “tax-burden”. Under this hypothesis, our finding suggests that
Mozambique's central government should design a new VAT system; expand and
diversify the revenue sources.

Keywords: Vector Error Correction Model, Value-Added Tax, Social Conflict,

Causality.
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