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Abstract:

The study aims at identifying the impact of corruption on the tax revenue in twenty three middle
income countries using Static Panel Model during the period (2000-2017). The study concludes that the
optimal model to estimate the static panel model is the Random Effects Model; therefore, Feasible
Generalized Least Squares is used to solve the autocorrelation problem and heterogeneity Problem.

Findings show that corruption has a negative effect on the tax revenue. While trade openness has
positive effects, While the impact of both the effectiveness of the government, and the industrial and
agricultural sector has a negative effect on the tax revenue.

Key words: corruption ;tax revenue; static panel model ; middle income countries.
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.estimates table Pooled Fixed LSDV Random, star stats(N r2 r2 a F sigma_u sigma_e)

Variable | Pooled Fixed LSDV Random
________________________________________________________________ e
Corr | —-2.8401442*** —1.6425777*** —1.6425777*** -1.6720525 x**
Gov | —1.8639305*** —-.87797025% —-.87797025% -.91735537 *
OPEN | .01481214 .04491309*** .04491309*** .04333392 x*x*
LN_Y | =-3.2066751*** .49181899 .49181899 .32474761
IND | .19061415%*** .12157041** .12157041%* .12419797 *x
AGR | —-.44292737**%* —.4599599*** —.4599599*** -.46735633 **x*
_ Icountry 2 | —-19.405425 ol
_ Icountry 3 | -15.578628 il
o Icountry_4 | —-19.714924 * ok x
_ Icountry 5 | -10.097266 ol
_ Icountry 6 | -18.268938 ot
_ Icountry 7 | —-21.844636 *okk
_ Icountry 8 | -19.588367 ol
_ Icountry 9 | -13.618594 et
_Icountry 10 | -9.3409093 ol
“Icountry 11 | -19.895167 k%
_Icountry_12 | —-17.694461 *okk
_Icountry 13 | -17.553942 *okk
“Icountry 14 | -18.159477 k%
_TIcountry 15 | —-20.062185 ot
_Icountry 16 | -23.668308 ol
_TIcountry 17 | -6.6190372 ol
_Icountry 18 | -18.326059 ol
_Icountry 19 | -17.057673 ol
_Icountry 20 | -19.12436 ol
_Icountry 21 | -19.970538 *ok K
_Icountry 22 | -12.965919 ol
_Icountry 23 | -10.047719 ol
_ cons | 67.00356*** 23.14625** 39.172447*** 25.06166 wx
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S
N | 414 414 414 414
r2 | .18751674 .33147297 .88651191
r2_a | .1755391 .28285282 .87825824
o 15.655566 31.81549 107.40809
sigma_u | 5.5747813 5.90958
sigma_e | 2.1108626 2.1108626
legend: * p<0.05; ** p<0.01l; *** p<0.001
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. Xtreg S$ylist $xlist, fe
Fixed-effects (within) regression Number of obs 414
Group variable: country Number of groups = 23
R-sqg: Obs per group:
within = 0.3315 min = 18
between = 0.0478 avg = 18.0
overall = 0.0886 max = 18
F(6,385) = 31.82
corr(u i, Xb) = -0.1414 Prob > F = 0.0000
Tax | Coef Std. Err t P>t [95% Conf. Intervall]
________________________________________________________________ +_____________
Corr | -1.642578 .3627823 -4.53 0.000 -2.35586 -.9292951
Gov | -.8779702 .3664896 -2.40 0.017 -1.598542 -.1573985
OPEN | .0449131 .0090681 4.95 0.000 .0270839 .0627423
LN Y | .491819 .84355 0.58 0.560 -1.166722 2.15036
IND | .1215704 .0447108 2.72 0.007 .0336625 .2094783
AGR | -.4599599 .0808439 -5.69 0.000 -.6189107 -.3010091
- cons | 23.14625 8.244443 2.81 0.005 6.936481 39.35602
________________________________________________________________ +_____________
sigma u | 5.5747813
sigma e | 2.1108626
rho | .87460601 (fraction of variance due to u_i)
F test that all u i=0: F(22, 385) = 107.79 Prob > F = 0.0000

LJBJUJ\dbbéﬁﬁ\c}ja{ghgyugd\E}}mﬁ\gﬁ lLbULJ\)Qxit3d;mh
xttestO

Breusch and Pagan Lagrangian multiplier test for random effects
Tax [country, t] Xb + u[country] + e[country,t]
Estimated results:

| Var sd = sqgrt (Var)
_________ +_____________________________
Tax | 36.59994 6.049788
e | 4.455741 2.110863
u | 34.92314 5.90958
Test: Var (u) = 0
chibar2 (01) 2383.84
Prob > chibar2 = 0.0000

gl N g Al O S 3 ged) o Alolidl jlat 4 ks

hausman fixed random

--—- Coefficients ----
| (b) (B) (b-B) sgrt (diag(V_b-V_B))
| fixed random Difference S.E.
_____________ +________________________________________________________________
Corr | -1.642578 -1.672052 .0294748 .0783937
Gov | -.8779702 -.9173554 .0393851 .0710455
OPEN | .0449131 .0433339 .0015792 .0022831
LN Y | .491819 .3247476 .1670714 .1913549
IND | .1215704 .1241098 -.0026276 .0141235
AGR | -.4599599 -.4673563 .0073964 .0157595
b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg
Test: Ho: difference in coefficients not systematic
chi2 (6) = (b-B)'[(V_b-V B)"(-1)] (b-B)
= 2.69
Prob>chi2 = 0.8464
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xtserial $ylist $xlist

Wooldridge test for autocorrelation in panel data
HO: no first order autocorrelation
F( 1, 22) = 16.804
Prob > F = 0.0005

el ade WSCs e it a1 6ok
an LR test for panel-level heteroskedasticity
.quietly xtgls $ylist $xlist, panels (heterosk) igls

Likelihood-ratio test LR chi2 (23) = 509.65
(Assumption: homosk nested in hetero) Prob > chi2 = 0.0000
ebliall o Bl Ui e LaaST) lylast 17 gk
xtcsd, pesaran abs
Pesaran's test of cross sectional independence = 1.553, Pr = 0.1205
Average absolute value of the off-diagonal elements = 0.360
(FGLS)“@E JrRr @‘Lﬁ Sé’dﬁ
xtgls $ylist $xlist,panels (heterosk) corr(psarl) nolog force
Cross-sectional time-series FGLS regression
Coefficients: generalized least squares
Panels: heteroskedastic
Correlation: panel-specific AR(1)
Estimated covariances = 23 Number of obs = 414
Estimated autocorrelations = 23 Number of groups = 23
Estimated coefficients = 7 Time periods = 18
Wald chi2 (6) = 107.10
Prob > chi2 = 0.0000
Tax | Coef. Std. Err. z P>|z| [95% Conf. Interval]
_____________ +________________________________________________________________
Corr | -.9213734 .1963822 -4.69 0.000 -1.306275 -.5364713
Gov | -.4744868 .2303573 -2.06 0.039 -.9259787 -.0229949
OPEN | .0385224 .005987 6.43 0.000 .026788 .0502567
LN Y | 1.088581 .8401107 1.30 0.195 -.5580059 2.735168
IND | -.0858266 .0292339 -2.94 0.003 -.1431239 -.0285293
AGR | -.1532187 .0691695 -2.22 0.027 -.2887884 -.0176489
cons | 12.97145 7.826312 1.66 0.097 -2.367839 28.31074
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