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Measuring the extent of tax evasion in Algeria for the period of 1970-
2019 using the monetary approach of Tanzi
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Abstract:

The research paper aims to try to estimate the size of tax evasion in
Algeria during the period 1970-2019 based on the currency demand

approach of Tanzi, and as a result of the existence of co-integration
between the study variables, the VECM model was adopted in estimating
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the parameters of the currency demand equation model. Regarding the
results of the estimate, it was found that the volume of tax evasion in
Algeria witnessed a remarkable increase during the study period, and it
reached about 1688 billion DA in the year 2019, after it was in the range
of 1.27 billion DA in 1970, estimates indicate the need to review the tax
system in Algeria to curb the development of tax evasion.

Key words: Tax Evasion, Tax Evasion Estimation Approaches,
Currency Demand Approach, Vector Error Correction Model
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6.36| -63| -635| 0.05]|-191|-1.66| ADFTEST
LN(TAX)
636 | -633| 63| 003|-198| -18 PP TEST
6.56 | -6.49 | -6.45| -1.44| -2.09| -2.31| ADFTEST INF
6.56 | -6.46 | -6.49 | -1.46| -2.2| -2.39 PP TEST
6.87| 685| -679| -1.0|-137|-1.56| ADFTEST
CHO

-6.87 | -6.79 -6.85 -1 -1.37 | -1.56 PP TEST
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syl 878 slexebiy LS jgom ‘__ng ol Ll (e Johansen Cointegration test
Lgluw csi8 (allg Schwarz 5 Akaike (5Ll Lol eall I (0 Laskezel @3 (Jis
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Included observations: 48 after adjustments Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue | Statistic Critical Value | Prob.
None 0.489764 97.92124 | 95.75366 0.0352
At most 1 0.377673 66.29577 | 69.81889 0.0925

Eviews10.0 &l yie he sbaie¥ly i Ll slue! (e £ usal
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it 7 390 alaial Jl Laday L 5oy ] clpine o Ja¥1 ALl 3435155 285
G Gulatl syl (uSe e 0saill e Clladl Ay a5 Aglea 3 (VECM) Lozl
Syl sda Jil dzsll gl (0 @yl Apadadll ypuaall 73l (e dedad <o
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Zi9ad s O s Aadl Jolsally aylyanadly dalasll olhlasdl s o
edll I35 o Laslerel o3 (e ellayl 358 sleicls VECM zigas 39 ity Zalyull
LS ol ad puiatll @l e 1) Bglus =i (s Schwarz sAkaike ,Lal Linll

Gk
VECM 73945 389 39aull (e cdlall dslas cidlolas :04 o3y Jouzd!
Trace statistic Log LN(C /| LN(GDP-
n(tax) | INF | CHO |C
1% level | 1 Likelihood | M2) cap)
5% level | 1 113.06 1.00 0.475- 0.739 0.866 | 1.73- | 2.20
t-statistic - 4.83 -9.60 -414 | 4.31
ECT -0.321 (t-stat:-3.43)
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