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Abstract:

The study aimed at revealing the nature of the statistical relationship
between the efficiency of the Arab tax systems and the quality of the Arabic
reporting environment after the adoption of international standards for
financial reporting. In order to analyze the relationship, two main aspects
were studied: Effect of taxation on incentives to invest ETII, Total tax rate %
profits TTRP, By using the Eviews program to study three main models:
Pooled Regression Model, Fixed Effect Model, Random Effect Model, The
results showed a long-term dynamic relationship between the quality of the
Arab financial reporting environment and the efficiency of tax systems,
therefore the study recommends further reforms in the Arab financial
reporting environment in order to achieve further tax benefits in the future.
Keywords: IFRS, Quality of Financial Reporting Environment, Tax
Regulations, Tax Intensity, Tax Efficiency, Arab Countries.
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invest ETII
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Effect of taxation on ,&i« (85 Axlasy) zilail) il 1(01) Jyad)
incentives to invest ETII

Fixed Effects Model Random Effects Model
Dependent Variable: ETII Dependent Variable: ETII
Method: Panel Least Squares Method: Panel EGLS (Cross-section random effects)
Date: 09/01/18 Time: 10:38 Date: 0901118 Time: 10:36
Sample: 2008 2020 Sample: 2009 2020
Periods included: 12 Periods included: 12
Cross-sections included: 12 Cross-secions induded: 12
Total panel (balanced) observations: 144 Total panel (balanced) observations: 144

ETII=C{1y+C{2)*EBF+C(3)*ECB+C(d)*SARS+C(5)*D2+C(6)'D3+C(7)'D4

+C{8)'D5+C(9)"DE+C10)DT+C(11)DB*C(12)DI+C(13ND10+C(14) Swamy and Arora estimator of componentvariances

D11+C{157D12 Vaiadle  Coeficent StdEmor  bStabstc  Prob.
Coeficent S Emor _ 1Stalile  Prob c 369111 OM4TT 9068157 00000
(1) 2776749 0232866 1192423 00000 EBF 0056280 0082053 Q710278 04787
i c2) 0102502 0082845 -1237265 02182 ECB 0274180  0.075744 3619842 0.0004
c3) 0234197 0076056 3736691  0,0003 SARS 0092235 0092187 1000527 03188
= C4) 0020374 0094131 0216433 08200
= c(5) 0047964 0115499 -0415276 06786 Effects Specification —
C(6) 2578053 0190673 1351136 00000 SD.  Rmo
() 0072875 0148527 0490650 06245
Ci8) 1098803 0131028 8386043  0.0000 Cross-sedion random 0619329 08813
C(9) -0533256 0101192 5260766  0.0000 Igipgyneratic random 0227257 0.4187
c(10) 0140566 0141507 0993493 03223
(1) 1687392 0175026 9591473 00000 : et
cH2) 2109044 0211408 9980453 00000 Vieigted Salsics
c) 1187941~ 0181009 6562871 0.0000 p gquareq 0162051 Meandependentiar 0482922
cid) 0070368 0123999 0367483 05714\ cipcquared 0144300 SD.dependentvar 0262731
ci1s) 2380051 0189981 1252720 00000 " , : - ° -
SE. of regression 0.243037 Sum squared resid 8.269369
F-statistic 9038184 Durbin-Walson stat 0.368757
R-squared 0.967399 Wean dependentvar 4584520 "
Adjusted R-squared 0963861 SD. dependentvar 1195441 Prob(F-statistic) 0000016
SE. of regression 0227257 Akaike info criterion 002713 : =
Sum squared resid £.662330 Schwarz criterion 0262222 Univeighled Statistics
Log likelihood 16.95362 Hannan-Quinn criter.  0.098571
F-stalistic 2734219 Durbin-Walson stat 0.447470 R-squared 0315927 Meandependentvar 4584520
Prob(F-statistic) 0.000000 Sum squared resid 1397960 Durbin-Watson stat 0.021813

O a2 «SARSt <ECBt <EBFt [ IFRS G =S5 9 E 11 et Ay jad) 4 pial)
Prob=(0.000, :% 5 e Lalai J&1 & jiia) 06 - Prob dsbasy) 4 sinal) a8
@M H1 ) (a,dll J 58 5 Ho diaall 4 Al ) Ul <0.000, ...) <5%
Jaions DU Ay all 330 5l s o) Ay Aalips Agpss A8Dle 35 e
SR ) (385 Jsaall (i Cans Aileaa ) zalaill axd s 3 FRS &l skia s

Pooled Regression Model :

ETI:=0.0639 + 0.6694 EBF: — 0.0009 ECB: + 0.3295 SARS:

37 2018 ramud Ggsdall g &l ) daad)



33an (b3 g ) dasa e

Fixed Effect Model :

ETH:=2.7767 - 0.1025 EBF; + 0.2842 ECB: + 0.0204 SARS:
Random Effect Model :

ETI:=3.1691 - 0.0583 EBF; + 0.2742 ECB: + 0.0922 SARS:

OF il (02) a8 Jsaall e Jaadl $hmiall 5a 3 el Lgal JLiaY) )53 4
% 5 o Lala J3l Wald test s Hausman test cx by s diliasyl) 4 gixdll
il G LAY S 8 Hg A Jill (=8 53455 <P-value (0.000, 0.000)<5%
Ho :Random Effect Model And HO : All Dummy=0 (Pooled ) e y=is
Fixed-effects g3 saill dadly JHaN Hy Jaadl (il Jii 5 ((Regression Model
Y Ailaial) A jall Ay juall Lalail) 35U 5 [FRS ¢ 4830l Jiiai & model
o A pad) Ayl AalstY) 5o LS 8 A i) ¢l pill o i 8 e sae Candy o311
Efficacy of <lS il <l ) allae Allad e o8 Jal1 A sk 4 i) <l sl
e ,ils gl asas a0 e« «Sig=(0.0003)<5% corporate boards ECB
Ethical behavior of firms EBF il il ¢l jlay 480y S gLl o yoaiall
Strength of auditing and reporting (&8l 5 Jall ¢ 33 A gall Hulaall 348
Sig=(0.2182, % 5 ¢ Lalai ST dilias) Lagiy sina of e standards SARS
9% 96.74 R-squared daf il dus 4, 8 450555 )38 53 73 500 52 5 <0.829)>5%

Wald test s Hausman Test Jbid) gl :(02) Jgaad!

‘Wald Test

Equation: Uniitled Comelated Random Effects - Hausman Tast
— — Equation: Unfiled
Test Statistic Value df Probability )
Test oross-secion random efiects
F-statistic 87.90552 (11,129) 0.0000
Chi-square 966.9608 11 0.0000

Test Summary Chi-5q Stafisfic Chi-Sq.df  Prob.

Null Hypothesis: C(8)=C(8)=C(7)=C(8)=C(9)=C(10)=C(11)=

C(12)=C(13)=C{14)=C(15)=0 Cross-section random 2116332 300000
Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.

C(5) 0047964 0115499 Cross-section random efects test comparizons:

C(6) 2578953 0.190873

) 0072875 0.148527 . . .

c@) 1098303  0.131028 Variable fied  Random  VarDif)  Prob
C(a) -0.533256 0.101192

C{10) 0140586 0.141507

gq;) ;?g;gﬁi g;?ﬂgg EBF 102502 058280 0000131
o Tlroet oasioos KB QIO 070 000004

- C(14) 0070368 0123999 SRS 0020374 000223 0000362

C(15) 2380051 0.189991
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Total tax rate (% profits) TTRP e aladiuly 4silasy) ziadl) a6 3-3
~r U KAl 38 bl el

Total tax rate (% Profits) dsa @by dsilasy) ziladll i :(03) Jyal)
TTRP

Pooled Regression Model

Dependent Variable: TTRP

Method: Panel Least Squares

Date: 09/01/18 Time: 11:09

Sample: 2009 2020

Periods included: 12

Cross-sections included: 12

Total panel (balanced) observations: 144

Cointegration Test
Kao Residual Cointegration Test
Series: TTRP EBF ECB SARS
Date: 09/01/18 Time: 11:08
Sample: 2009 2020
Included observations: 144
Null Hypothesis: No cointegration

Variable Coefficient Std. Error t-Statistic Prob.
C 107.3292 5.124319 20.94506 0.0000 Tre"d No delermlnls"c“end
EBF 1011268 2860191 -3.535667  0.0006 USEr-specifiedlaglength: 1
ECB 18.62714  3.028757 6150092  0.0000 Newey-West automatic bandwidth selection and Bartlett kernel
SARS -23.67954 3.116664 -7.597721 0.0000
R-squared 0.737002 Mean dependent var 34.41865 1-Statistic Prob.
Adjusted R- d 0.731366 S.D. o dent 22.89036 =
s,é‘,‘iriegressqs‘::;e 11.86406 Akaikeei‘::: c:'::a::; 7.812289 ADF 7581796 0.0000
Sum squared resid 1970582 Schwarz criterion 7.894783
Log ikslinood 550.4843 Hannan-Quinn citer. 7345810 Residual variance 5391994
o Fixed Effects Model Random Effects Model
= Dependent Variable: TTRP DependentVariable: TTRP
g:mc'gi;i?fy:ﬁf‘::“ﬁs Method: Panel EGLS (Crass-section random effects)
- ime. 1. Dale: 09/01118 Time: 11,09
Sample: 2009 2020 Sample: 2009 2020
E?::sd-sslen;:::?ﬁéiueu- 12 Periods included: 12
Total panel (balanced) obsenvations: 144 ?;;sls—sedlw;sl '"d”:ed;z alions. 144
TIRP=C(1)+C(2)"EBF+C(3/ECB+C(4] SIRS+CIEFD2+CIE)DICYD 18 panel (balanced) o at“ o ons: )
+C(8)"DE+C(9)DE+C(10)DT+C(1) DE+C(121'DI+C(13)°D10+C(14) SWAMY and Arora eslimator of component vafiances
*D11+C(15)D12
) Variable Coeficient  Std.Emor  t-Statistic  Prob.
Coefficent  Std.Error  t-Statistic Prob.
c 2193758 4822496 4549011  0.0000
c{1) 52.69787  3.203747 16.44882 0.0000 EBF -0.762903 1120052 0675702  0.5003
C(2) 0.192562 1139777 0.168947 0.8661 ECB 3919238 1.042143 3760747 0.0002
C(3) 3536653 1.046366  3.379939 0.0010 SARS -0.383853 1268706 -0.302555  0.7627
c(8) 1954145 1205045 1508938  0.1338
C(5) -33.01553 1.589017  -20.77733 0.0000 Effects Specification
C(8) -69.39068 2626009 -26.42439 0.0000 SD. Rho
)] -50.56393 2043425 -2474469 0.0000
Ci8) 6312704 1.802664 -3501875  0.0000 Cross-section random 8504800  0.8831
c(9) 2.702554 1.392182 1.941236 0.0544 Idiosyncratic random 3126584  0.1169
C{10) -32.224%4 1946832 -16.55250 0.0000
Ci11) -59.83977 2420373 247233 0.0000
c(12) 7426428 2008523 2553333  0.0000 Weignted Statistics
— ca3) 0709630 2490308 218393 00000 Resquared 0080960 Men dependenlver 3594645
C{14) -15.51526 1.705971 -9.094683 0.0000 Adiusted R d 0.061266 SD d dent 1159013
c(15) 6912370 2613871 2644496 00000 _luStedR-square - 0. Gepencentvar :
SE. of regression 4029597 Sum squared resid 227321
Resquared 0983170 Meandependentvar | 3441865 F-Stalsic 4110939 Duin-Watsonstat  0:370042
AdjustedR-squared 0981343 SD. dependentvar 2289035 ProbiF-slatistic) 0.007874
SE. of regression 3.126584 Akaike info criterion 5216092 - —
Sum squared resid 1261.043  Schwarz criterion 5526447 Unweighted Statistics
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Eviews Gl i e Teliy 1 jaaal)
252 e (03) Jsxall us Cointegration  test <& jidall Jual<ill jLid) a<y,
@l yfisa 5 TTRPy (ol QI judige o JEY) e 3am g @l jidie JlS5 4800
5 o Lt J3 Prob dslbaasyl 4, sixall 4ad o) Ly <SARS; <ECB; <EBF; :IFRS
daad) a8l J gl 5 Ho 4 teall 4 jdll (mé ) WL 5 «<Prob=(0.0000) <5% :%
(AFRS &l ysia s (i poall J8I (s Sl Al sha s Ao 2535 e iy 3 Hy
=l ) (385 Jsaall udi s Alan ) ziladll aad a8
Pooled Regression Model :
TTRP=107.3292 — 10.1127 EBF; + 18.6271 ECB: — 23.6795 SARS:
Fixed Effect Model :
TTRP:=52.698 + 0.1925 EBF: + 3.5366 ECBt + 1.9541 SARS:
Random Effect Model :
TTRP:y=21.9376 — 0.7629 EBF: + 3.9192 ECB; - 0.3838 SARS;

Of i (04) ady Jsaall e Lol Scaiall s 23 gaill Lggl L) )8 4
% 5 e Lala U3l Wald test s Hausman test ¢ s G dilany) 4 sinal)
5 CrEAYI S 8 Ho A dll (b 55 4545 «P-value (0.0000, 0.000)<5%
Ho :Random Effect Model And HO : All Dummy=0 (Pooled ) e y=is
Fixed-effects z3 saill dalaily JUa Hy Juadl (i 8l Jiss s «((Regression Model
o ady (Mg A pall S AN A o ) JE) g [FRS o A8 Jias A model
e 3 Jal Al sk 4 N el poaill ) o pall JEI 8 A ) <) a5 s
Efficacy of corporate boards ECB <lS &l &y pullasdllad
b Y AENAY) IS Ll (g saniall ala 8 g1 0 s 5 aae ae «Sig=(0.001)<5%
el ¢ A 50l yulaall 358 5 <Ethical behavior of firms EBF S il
Legih sine of Ly Strength of auditing and reporting standards SARS Gl s
338 53 zisal 585 ¢Sig=(0.8661, 0.1338)>5% % 5 (e Lalai ST dglasy)
9% 98.32 R-squared das il dus 4, 58 4,505

Wald test s Hausman Test JLid) gl :(04) Jgaal)

“ Wald Test

Equation: Untitled 40

Test Statistic Value df Probability

F-ctatictir 171 R4 11 120% 0 o000
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Comelated Random Efscts - Hausman Tes!

Equation Uniiled
Testcross-sechon random efects

Test Summary Ohi-B0 Staisic Chi-Sq df  Prob.

Cross-5ection random 8 547078 3000

Cross-secton random eflects test comparisons;

Variable Fiid  Random  VaiDff)  Prob

EgF (192562 0762903 0024333 0.0000

ECB 1536683 IM023 0008818 00000

Eviews <ls SRS 1964145 303853 0067530 0.0000
LS 5,08l 3 sal) el Sl B e e o
ol

Residuals (8 sall Judhaad Al Jiail) :(03) JSill

% £+

20+ 44
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Effect of taxation on incentives to invest ETIL
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.SPSS 24 cila s e Tl 1 jaaall

e D gy pall a0 sall 50 Conen A jall Jsall 4285 Al JISEY) IS (e
sl e e saae ) Effect of taxation on incentives to invest ETII
e yanall it oatll Jah i il A dal) Aaaiall s L iy il e
ity Ayl (b (Lt m ¢ ¢ pama 55l 1(01) e panall AL
3y e eyl ey oS0 el S () (02) e pandl et
Total tax rate (% (swosall &I 550 Crua Cayiail) e Luilas ST Cayias
2(01) Aee sanall il (e sanall () A jad) J sl aly (52 profits) TTRP
oo (A (02) A sanall 5 ¢ umn 3 3al) (Ll ) ga (03 ) i oS ¢ i ¢ il
8 sl e e pal) Y s o ol

il gill 5 @il -1V
Al ) il 1-4

1ol LS TFRS 8293 5 4 puall Aadail) 30168 Lol Aiilan Y1 A8 Julai Sy

48le asty :Effect of taxation on incentives to invest ETI e caws (1)
3elES (A8l Jiad (ualS Fixed-effects model z2 s Jlsia) 5 ¢ yidall Jal<il)
daay Jsill o1y 408 [FRS 5 Ayl A yaial) A adaidll 4 jlaiasy) g yuiall 58 gl
3eliS O Ja Y sl 4 ) 55 Al A8 25a e i Al H1g 4 3al) A 4
Shanily s Jsdll 13a 5060 2020 — 2 2009 5,580 JMA [FRS 5 A yall daksl)
28l gl 0 sa s are aw Laii Efficacy of corporate boards ECB e & 483l
Strength of auditing and s Ethical behavior of firms EBF ¢n_iall ola
Total tax rate (% profits) i3« s (2) treporting standards SARS
GalS Fixed-effects model z3sai diaaii s o jidall JulSill 483 2 Sty : TTRP
dana) J sl a1y 408 [FRS 5 A adl lS )il (8 o el ) aan 4801 Ll
selS G JaV Al sl Adlinn 4 5) 5 ABNe 2 5a 5 e i (Al HIp 4 jall dya il
o2 auati il 5 ¢a 2020 - 4 2009 55 JSA [FRS 5 G el Loy yall dalasy)
sla il gl o ga 5 aae as Efficacy of corporate boards ECB s (4 48l
Strength of auditing and s Ethical behavior of firms EBF (n el
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) s Ailbany) Zilaill 4 yrodil) 3 504l e a2 )l e reporting standards SARS
daia o sl (S 4ild il oda DA Gay o sl e 9 98.32 <% 96.74 @l
BelES Jujad B ala g g gaa b aaled [FRS " o o i ) A ) daa 3l
Loadl Jlae ) A Baga (st (B 0 98 bl oM} g o) A jal) Ay pual) Aalast)
D531 o3 S ("2 2020 — a 2009 3481 YA Lalrial) ApabaiBY) Apalil) Latg
o dshie g dgha ol (3 8l cpiihaiall (e Le Calisd [FRS Lganli 3 55 el 5 dalgd)
i Lae oo pedl (52 sl Gyl daa 5 LaS Lguadi A jal) Jsall (g Lo i 5 a5l
Gl i 225 a8 3l Ayl Ay jucal) Aalai¥) y odail A el Cilyns) i) (DA )
Uglan 8 s AV el Y 48 Ce Sin s Lo Lod Adline Lial) 5 dilae Lpins e

A el Ay el Letalail s jaa 83 53 puenil g

A Jal) la g5 2-4
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- Paul Pacter, "Pocket Guide to IFRS® Standards—the global financial reporting
language ", United Kingdom, 2017, P 04, Date de consultation 13/08/2017, Available
at SSRN: http://archive.ifrs.org/Use-around-the-world/Pages/Jurisdiction-

profiles.aspx.
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