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Extended Abstract

Introduction

Tax as one of the most important sources of
revenue, plays a special role in government
financial. In developed countries, the
structure of the tax system is a harmonious
and balanced structure, so that taxes on
production, consumption and trade are
given equal attention. On the other hand,
many governments in developing countries
rely on trade taxes. Considering the
important role of value added of sectors in
increasing tax capacity, it is recommended
that by applying a value-based tax system, it
is possible to increase tax revenue. There
have been very strong tendencies towards
trade liberalization in developing countries
(12). Meanwhile, trade liberalization
(removal of tariff and non-tariff barriers) in
developing countries, including Iran, will
reduce tax revenues. Previous studies have
examined tax revenue only for developing
countries, and no comparison has been
made between the factors affecting the tax
revenue of developed and developing
countries. The main focus of most studies is
on trade liberalization and less attention is
paid to other factors such as the added
value of the agricultural sector. Also, in
most studies, the endogeneity of some
explanatory variables has not been
considered and most of them have used the
usual methods of panel data for estimation.
In this regard, the purpose of this study is to
estimate the regression pattern of tax
revenue through panel data by considering
the endogeneity of some variables and
using the method of instrumental variables
in a selection of developed and developing
countries examined the impact of various
factors on tax revenue.

Materials and Methods

The theoretical framework used in this

study for tax revenue analysis is a modified
and complementary model of the models
used by Heller (14), Leuthold (17), and
Ghura (9). The advantage of these models is
that they have a specific theoretical basis. In
such models, it is assumed that the

government formulates its policies with the
aim of maximizing the welfare of society.
This study utilizes panel data from 30
developing countries during the period
2002-2015 and 8 developed countries
during the period 1997-2015 and the
control of endogenous some explanatory
variables, the method of instrumental
variables panel data with considering the
constant effects of the individual to estimate
the effect of various factors on tax revenue.
Variables related to tax bases have been
extracted from previous studies in this field
and based on a specific theoretical
framework. For this purpose, 13 variables
were selected. In the context of panel data,
the use of tool variables is also required to
avoid  simultaneous bias. In fact,
instrumental variables should be used to
control the endogeneity of the studied
variables.

Findings

Stationary results showed that for
developing countries all variables are
Stationary (I(0)). But for developed
countries, the only variable is the share of
the population over 65 years of age in the
total population (P65) cointegration a unit
of degree (I(1)). Hence, this variable is used
for developed countries as a first-order
difference. The results show that the
variable of non-tax revenue share of GDP
has a negative and significant effect on the
share of tax revenue of both groups of
selected countries. In other words, as non-
tax revenues increase, tax revenues
decrease, which is quite in line with
expectations. Also, the results showed that
the share of value added of the agricultural
sector in GDP has a negative and significant
effect on selected developing countries.
However, this effect is not significant for
developed countries. According to the
results, the variable of the share of imports
and exports in GDP has a positive and
significant effect on tax revenues of
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developing and developed countries. In
other words, globalization has a positive
effect on the share of total tax revenues of
countries. The share of population over 65
years of the total population has a positive
and significant effect on the share of tax
revenue from GDP of developing countries.
But the effect of this variable on the share of
tax revenue from the GDP of developed
countries is not significant. The share of the
urban population in the total population,
like the population variable over 65, has
only a positive and significant effect on the
tax revenue of developing countries. The
results show that the population density
variable has an inverse and significant
effect on the share of tax revenue from GDP
in developed countries. But this variable
does not have a significant effect on the
share of tax revenues of developing
countries. The standard deviation of GDP
growth variable, which indicates instability
in the economy, has a negative and
significant effect on tax revenues of both
groups of selected countries. This result is
in line with expectations. Finally, the civil
liberties index variable, which indicates a
level of corruption, has a significant and
significant negative impact on the share of
tax revenues in developing countries. The
coefficient of this variable is positive and
significant for developed countries.
Discussion

With the increase in foreign loans and
debts, the tax revenues of developing
countries increase. Perhaps the reason for
this result can be explained by the fact that
because of the loans and borrowings that
governments take from foreign countries,
their willingness to repay them causes them
to increase domestic taxes. This result
contradicts the findings of the study of
Qamatiri and Islamlouian (20). The results
of this study show that the ratio of foreign
debt to GDP has a negative effect on the tax
ratio. Although the share of the agricultural
sector in developing countries in the
economy is higher than in developed
countries, it can be seen that the growth of
this sector will significantly reduce the
share of tax revenue. The reason for this
finding is that agriculture in developing
countries is a subsistence and peasant
agriculture and a large number of small
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producers in this sector sell their products
in informal markets, so income and profit
taxes in the agricultural sector of such
countries cannot be calculated and obtained
transparently (18). Since the ratio of young
population to total population is higher in
developed countries than in developed
countries, it is expected that the higher the
elderly population, the lower the
dependency burden and the higher the
household income and, consequently, the
higher the tax revenue. On the other hand,
the retired population can increase social
security tax revenues and, as a result,
increase total tax revenues. This result is
consistent with the findings of the Shakibaei
(22) study and in contrast to the Mahdavi
(18) study. Increasing civil liberties
strengthens transparency and
accountability of officials and reduces
government corruption, and on the other
hand creates a sense of responsibility for
individuals and taxpayers. This result is
consistent with the study of Tanzi and
Davoodi (25).

Conclusion

Improve the tax revenue share of these
countries. Also, given the lack of assistance
from the agricultural sector to improve the
tax revenue of developing countries, it is
proposed that the agricultural sector,
through policies such as reducing or
eliminating tax subsidies and discounts,
eliminating brokering and creating a
transparent market for  agricultural
products, and Increase the financial
strength of the producers of this sector by
adopting non-subsidized policies towards
market and commercialization.
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