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Measuring the impact of tax expenditures on tax collection
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Self-regression model.

The study aimed to measure the impact of tax expenditures on tax collection in Alegria, Based
on annual data for the period between (1995-2016). To achieve this goal a self-regression
model (VAR) was used. The study concluded that there is a strong inverse relationship
between tax expenditures (The group of tax exempt costs). And the tax collection(Regular
tax revenue), As tax expenditures contribute to the explanation of 66% of the changes in
the size of tax collections. The remaining percentage is due to variables or other factors not
included in the study model. The causality test also showed that there is a causal relationship
in one direction between the two variables, After a shock in the independent variable, this
resulted in a decrease in the dependent variable, but only in the first three years of the shock,
To gradually return to its level starting from the third year, with the absence of a common
integration relationship between the two variables in the long term, This is inconsistent with
the country's strategy of using the tax spending policy. And aimed at inciting investment and

thus increasing the tax base in the medium and long term.
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Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical | Prob.**
Value
None * | 0.289662 | 6.991432 | 1549471 | 0.5786
Atmost1| 0.007529 | 0.151150 | 3.841466 | 0.6974
Trace test indicates no cointegration at the 0.05 level
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Coefficient | Std. Error t-Statistic | Prob.
C(4) -0.394492 | 0.994451 -0.396693 | 0.6939
C(S) | 0924699 | 0.159449 | 5799359 | 0.0000
C(6) | 1289368 | 2010322 | 0641374 | 0.5253
Equation: ROD = C(4)*DFS(-1) + C(S)*ROD(-1) + C(6)
R-squared 0.663532
Adjusted R-squared 0.626147
Durbin-Watson stat 1.777592
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UNIT ROOT TEST RESULTS TAELE (ADF)
Null Hypothesis: the variable has a unit root

Al Level

DFS ROD

With Constant t-Statistic -2.3476 -0.4223
Prob. 0.1680 0.8881

nQ nd
With Gonstant & Trend tStatistic 27368 -1.0501
Prob. 02332 08140

n0 nd
Without Canstant & Trend t-Statistic  -0.3805 0.6022
Prob. 0.5342 08384

nQ nd

At First Difference

d{DFS)  d[ROD)
With Censtant t-Statistic  -7.2088 -4.1748
Prob. 0.0000  0.0046
With Congtant & Trend L-Statistic -T.7567 -5.3146
Prob. aoa00 00022
Without Canstant & Trend t-Statistic  -7.3672 41443
Preb. 0.0000 0.0003

Notes:
a: (*)Significant at the 10%, (*)Significant at the §%; (***) Significant at the 1% and (no) Not Significant
b: Lag Length based on SIC

c: Probability based on MacKinnon (1996) one-sided p-values.

This Result is The Out-Put of Program Has Developed By:
Dr. Imadeddin ADVfosabbeh

College of Business and Economics

Qassim University-KSA
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Response of ROD to DFS Innovation
using Diagonal One S.D. Factors
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WVector Autoreqression Estimates
Date: 02/12/20 Time: 12:41
Sample (adiusted). 2 22
Included observations: 21 after adiustments
Standard errors in ( ) & t-statistics in [ |
ROD DFS
ROD(-1) 0.924599 0.016492
(0 15945) (0.03050)
I 5.79938] [-0.54078]
DFS(-1) -0.394492 0.421609
(0.99445) (0.19021)
[-0.39669] [ 2.21658]
(o3 1 289368 0 570234
(2.01032) (0.38451)
[ 0.64137] [ 1.48301]
R-squared 0.663532 0.242199
Adj. R-squared 0.626147 0.157999
Sum sq. resids 33.64470 1.230844
S_E. equation 1. 367169 0 261496
F-statistic 17.74846 2.876476
Log likelihood -34.74671 -0.011073
Akaike AIC 3.594925 0.286769
Schwarz SC 3.744142 0.435986
Mean dependent 11.38093 0.654367
S.D. dependent 2. 235998 0.284976
Determinant resid covanance (dof adj. ) 0127199
Determinant resid covariance 0093453
Log likelihood -34 70727
Akaike information criterion 3.876882
Schwarz criterion 4175317
MNumber of coefficients &

Date. 02/12/20 Twrw!a 12 a0
Sample (adiusted): 3

Included observahans 20 after adj
Trend assumption: Linear determir
Series: ROD DFS

Lags interval (in first differences). 1 o 1

ents
trend

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 005
No. of CE(s) Eigenvalue Statestic Critical Value Prob.==
None D.2B9662 6991432 15 49471 0.57B6
At most 1 0.0075290 0.151150 3.841466 0.6974
Trace test indicates no cointearation at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen i
No. of GE(s) Eigenvalue Statistic Critical Value Prob *=~
Mone 0.289662 &.840283 14.26460 0.5082
At most 1 0.007529 0.151150 3. 841486

068974

Max-sigenvalue test indic ates no cointegration at the 0 05 level
= denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis {(1999) p-values

Unrestricted Cointegrating Coefficients (normalized by b™=5S117b=1)

ROO OFS
0.162352 4.012315
0.603642 -0.407669

Unrestricted Adjustment Coefficients (alpha):

D(ROD)
D(DFS)

-0.217914
-0.132131

-D.104831
0.008443

1 Cointearating Equation(s): Log likelinosa -31 62471

Normalized cointegrating coefficients (standard error in parentheses)

DFS
24.71374
(9.59862)

ROD
1.000000

Adluslmenl coefficients (standard error in parentheses)
ROD)Y -0.035379

(0.05096)

-0.021452

(0 00928)

D(DFS)
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