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Abstract

This study aims to shed light on the reality of tax revenue and to
identify its determinants in Jordan. This is done by analysing the impact
of a set of economic and non-economic factors on tax revenue. Economic
factors were represented by the real GDP, consumer price index CPI,
foreign direct investment FDI, and economic openness, meanwhile, non-
economic factors were represented by corruption and amendments to tax
laws. In order to achieve its objectives, the study uses a descriptive
method in addition to econometric analysis to time-series data for the
period (1995-2019) using several models. Three econometric models
were constructed: total tax revenue model, sales tax revenue model, and
income tax revenue model. The models were constructed by employing
the Autoregressive Distributed Lag (ARDL) approach, and depending on
the results of standard diagnostic tests. The study found that the real GDP
and CPI are the main determinants of tax revenue in Jordan. It also found
that corruption has asignificant negative impact on tax revenue, on
contrast, amendments to tax laws has no clear impact or has insignificant
impact on tax revenue. Thus, the study emphasizes the importance of
maintaining price stability to reduce tax revenue volatility. Moreover, in
order to increase tax revenue, the study recommends the government to
stimulate economic growth, fight corruption, and that any suggested
amendment to tax laws in the future should be studied more deeply; in
order to ensure that its impact will be clearly reflected on tax revenue.

Keywords: Tax revenues, Jordan.
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Aua g a4l
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;A";Lﬂ\
TR = f (RGDP, FDI, CPI, COR, DV1) ....ovooveeoeeeeeeeree 1)
GST = f (RGDP, FDI, CPI, COR, OPE, DV2).......ormmrerrreerressenn ()
IT = f (RGDP, FDI, CPI, COR, DV3) ....eeveeeeeeeeereeees ©)
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Ln TRt = a0 + alLn RGDP: + o2Ln FDIt + a3Ln CPlt +
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Ln_GST; = 00 + alLn RGDP; + a2Ln_FDI + a3Ln CPl +
a4Ln_COR; + a5SLN_OPE;+ aBDV2t + €t ...vveeeeeeeieeeieee, (5)

Ln ITc = a0 + olLn RGDP; + «2Ln FDI; + «3Ln CPl +
04Ln_CORt+ a5DV3t+ €t v (6)
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D b Al el il canliall Jidadll ol Y daubiall 48 ) yaad sl
Osom sl LA 5 (ADF) gsall Jlsds (Son Jlia) DA (e G purdall aaad Bas )
Lagl) il 13 adl e o LasY) oo 5588 o8 ((E. Views) gl il (PP)
%5 Vol) 5 5xa (5 siua die (Raall) D sinal) Aadll o HSH LERY) Al Ailasy)
Log b A 85 o cng Cumy maaa (Sally ol slua (B e uaiall e (%10
el sl e 8 Gl a5 (Stationary) Sle osSs Sis aial) G A
#is «(Thomas, 1997) eV e & Al il aldiels a3l D5 e an il
t-) gl t Ad ae (t-calculated) Lseaddl tdad ke DA e @l ladl
OsSAdpaall £ Aallaall el (ha ST Ay punall £ ddllaall dadll cilS 136 ((tabulated
zai i Gl Aa) g Al e oSl e Wil ¢f(g) s sl e Slu il
.(Gujarati, 2004) 4SL..

The Unit Root ) sas gl jda Hlial aladiuly cabilall 4yl siul jlddl o) ja) il
4L gusal (ADF) Augmented Dickey-Fuller a8 (4) #85 Jsaall cpw (Test
LNCPI, ) lsidl o il jedai Cum dariiivuall <l ppaiall (Lgma jall) dlaiaYl
1) 1) Y &l (e ALdSa s (LNIT, LNFDI, LNGSD, LnOPE, LnTR
LNCOR, ) <siall ¢ (s (8 el sbuan 3 fiun e o8 sl ¢(JsY) GUal 380 aay
(Phillips-Peron) o5 olé a1 Gabsi 53 (g) s siwal) 2ie 5 e (LNRGDP
sty San LA il wa (38535 Ledl aa g

:&u\)ﬂ\ Q_I\):\a_\.d BA;}M JA; JLC\;\ Cju.: :(4) dj.\%

ADF PP .

aadall Level First Difference Level First Difference ‘f:’fﬂ;‘

Cc [ c+T C [ c+T Cc | c+T C | c+T |7

Al il yaniall
Ln TR | -0.66 -1.98 -2.73 | -2.69 -0.70 -1.38 -2.77 -2.69 I(1)
Ln GST | -1.66 -0.22 -3.61 -3.83 -1.57 -0.40 -3.61 -3.83 I(1)
LnIT | -0.38 -1.58 -3.69 -3.60 -0.43 -1.85 -3.70 -3.62 (1)

Al ol sl
Ln RGDP | -15.64 | -0.76 - - -11.51 | -0.69 - - 1(0)
ILnFDI | -2.02 -1.80 -5.65 -2.76 -1.95 -1.72 -5.71 -6.03 I(1)
Ln CPI | -0.59 -1.39 -4.48 -4.37 -0.59 -1.62 -4.50 -4.40 I(1)
Ln OPE | -0.93 -1.08 -3.79 -4.72 -0.98 -1.28 -3.80 -3.69 (1)
Ln COR | -3.04 -2.98 - - -2.91 -2.85 - - 1(0)

(C) xie sl e %10 %5 %l s siue die (2,64 ¢-2.99 ¢-3.75) & doma sall dadll

(CHT) ie sl e %10 %5 %1 (6 sinsa die (-3.25 ¢-3.62 -4.42) o haa yall Aagdl)
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5ala 4 LS Gumn el ail e ysicia JSI A guonall el (0 26 8all 25y 2 51 Y Aa 3 48 jeal rilaaSle
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4.:;)}4\3\ ;U:uﬁ[\ L_:\).\AS u_a\.ﬂ\ )\J;JY\ CJ}A.} u\ )@J:.u ¢l (:Jc Z\_'u
glall bl Jolasll 45 5l Juzadl Autoregressive Distributed Lag (ARDL)
axial | JalSall 45 ) (i L 308l ol ppriall 065 o callay W 435S Al all d daadia)
V) ASaa Jie JSLEW Gy o calaill 40180l (e 0455 W (ARDL) 48,k sl
& jidiall JalSall LAY deadiiadl adal) 3okl e W ety o Jadll Lol Y1 Al
AlalSie Al Hall Jae @l yuriall il 1) Lae Hlaill (i Lgaudas uts,a\ L ol e Ul e
ol Adide Cila ) (e ALalSia 5l [(g) zanaa 2al 5 A5l (e ALalSia i () L Al (1
Jae il (S an sa a5l Adg jra g QoS 455 0555 Lesie gt oSy
(CIaliall axe) duall aaa S 1Y) Le Al 8 3aun (5555 Ll il of Leadl
axa 055 of ki i) il @ jisadl JelSil) e A alies Se e 13 yuea
b Bl 505 e seliy adladiul o LG Ay ST ) ()5S0 s 1 € i)
Narayan, ) ribadie Gilbilas (e Yo saal s Aolaa = Le il Jyghall daY)
.(2005

dgaadl ) aladiuly @l puidl Gn gadl Algh Ae dgas e @I Y AL
ofa Al (Wald )his\) F o) e adiay 3 (Pesaran et al, 2001) —ws
ﬁ)ﬂ\wuﬂﬂd JAIS;JPJLL&L_'\M\UM&M\JA&M?;:M}
JalSi a5 ane) adall A 8 () ) Cum cdyshall gaall e @l paiall G 4 )) 5
Critical ) 4a_all 250al) am A gaal) 4l 4 gusall F 20 45 )lie o aaiad (¢ il
15.05 o 5 dantinall F dad of ¢(5) i Jsaall b sa LS milull o yelal 55 (Bounds
aall da ol daill o ST G 23 0aill 13,995 S 3 saill 17,135 S5V 23 sall
e 2y A Z3saill 5,065 S Zasall 4155 JsY) z2sll 437 a5 e
0l ey o jidie JolST A8 Slllia () J sl Sy
Zall agaall sl &35 5 (5) Jgaa

L pal) ) ) Alaa) Cilaasa i gall 3gaad) AL gilil
Null Hypothesis: No levels relationship F-Bounds Test
l) lo) Signif| Valug| Test Statistig
Asymptotic: n=1000
3.09 2.2 10%/15.05114]  F-statistig
3.49 2.56 5% 4 K
3.87 2.88 2.5%
4.37 3.29 1%
Model selection method: Akaike info criterion (AIC)
Selected Model: ARDL (2,1,1,2,2)
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Null Hypothesis: No levels relationship

F-Bounds Test]

I lof  Signif| Value| Test Statistio
Asymptotic: n=1000
3.00 2.2 10%|17.13401  F-statistig
3.38 2.56 5% 5 K
3.73 2.88 2.5%
4.15 3.29 1%

Model selection method: Schwarz criterion (SC)
Selected Model: ARDL(1,0,1,1,1,1)

JA) Ay i cladn g3 gadl 3 gaal) ) il

Null Hypothesis: No levels relationship F-Bounds Test|
I lof  Signif| Valug| Test Statistig
Asymptotic: n=1000

3.52 2.45 109%]13.99846/ F-statistig

4.01 2.86 5% 4 K
4.49 3.25 2.5%
5.06 3.74 1%

Model  selection  method:  Akaike info  criterion  (AIC)

Selected Model: ARDL(1,0,2,2,2)

E.Views 4 il e 2l Galdl dlae) (e aadl)

Aol ABe dgmy i D (8 (sl e cp @ jiiall JalSal 2 ga o) Tk
Al Jsaall 8 58 LS ((ARDL) dungie pladinly by padi o3 Al & sl ells (oY)

2(6)

ARDL Gangial T g a5l zaledd cilalaall jui il 1(6) Jg>

A pal) &) Y)Y Alaa) ildasa 7 ga

Prob. t-Statistic Std. Error Coefficient] Variablg
0.0020 4.297506 0.121363 0.521557 LN RGDP
0.0006 5.105265 0.018536 0.094633 LN FDI|
0.0000 10.11942 0.155000 1.568506 LN CP||
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(6) 2 dsa 2.
L pal) ) Y)Y Alaa) Cilddaa 73 gad
0.0030 -4.032813 0.210591 -0.849275 LN COR
0.0000 -0.679951 0.104243 -1.235518| CointEq(-1)*
0.6766 -0.430996 0.018447 -0.007964 DV
0.907382 Adjusted R-squared 0.941061] R-squared

Model selection method: Akaike info criterion (AIC)
Selected Model: ARDL(2,1,1,2,2)

Glacsall 345)«4 LA K| R¥) N KXEOY GJJ.A.I

Prob. t-Statistic Std. Error Coefficient] Variablg
0.0000 6.685296 0.154422 1.0323600 LN RGDP
0.0047 3.467737 0.024136 0.083698 LN FDIf
0.0000 8.861130 0.184485 1.634743 LN CP||
0.0013 -4,185422 0.156810 -0.656317 LN COR
0.0144 2.857667 0.078862 0.225362 LN OPH|
0.0000 -13.41295 0.086461 -1.159702| CointEq(-1)*
0.5059 0.685743 0.021470 0.014908 DV2

0.901545 Adjusted R-squared 0.922948  R-squared

Model selection method: Schwarz criterion (SC)
Selected Model: ARDL(1,0,1,1,1,1)

JAA Ay puda Culd) ) Ciladaa 73 g

Prob. t-Statistic Std. Error Coefficient] Variablg
0.0267 2.595228 0.382224 0.991958 LN RGDP
0.0179 2.828582 0.076671 0.216870 LN FDIf
0.0174 2.845426 0.423065 1.203800 LN CP||
0.0279 -2.570766 0.945958 -2.431836 LN COR
0.0000 -9.898952 0.060971 -0.603549| CointEq(-1)*
0.0543 -2.179905 0.042164 -0.091913 DV3

0.875452 Adjusted R-squared 0.920742] R-squared

Model selection method: Akaike info criterion (AIC)
Selected Model: ARDL(1,0,2,2,2)
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