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The Role of Tax Evasion in Hindering Economic Development in
Palestine

prepared by: Arkan Nasser Yousef salama

supervisor: Dr. Akram Rahal

Abstract:

This study aimed to explore the role of tax evasion in hindering economic development in
Palestine. To achieve this, the researcher adopted a quantitative approach using time series
analysis. Secondary data were collected from annual reports published by the Palestine
Monetary Authority and the Palestinian Central Bureau of Statistics covering the period
from 1999 to 2023. These data were statistically processed using the EViews software.

The key statistical methods employed included stationarity testing of time series,
cointegration analysis via the bounds testing approach, and multiple time series analysis
using the Autoregressive Distributed Lag (ARDL) model.

The study’s main findings indicate that tax evasion does not have a significant short-term
effect on limiting economic development in Palestine, as measured by per capita GDP and
economic growth rates. This is attributed to the gradual accumulation of tax evasion
effects, which take longer to become evident by reducing state financial resources and
weakening public spending on development and services.

However, tax evasion plays a significant role in impeding economic development in the
long run, as measured by per capita GDP and economic growth. Moreover, tax evasion
does not appear to have a significant impact on economic development when measured by
inflation rate, unemployment rate, or poverty rate.

Based on these findings, the researcher recommends that the Palestinian government
enhance tax awareness among citizens and emphasize the importance of tax compliance.
Additionally, regular evaluation of monetary and fiscal policies is necessary to ensure that
tax evasion does not adversely affect price stability or hinder local and foreign investment.
This approach could contribute to reducing unemployment without heavy reliance on tax
revenues, alongside improving the allocation of financial resources to ensure social justice.

Keywords: Tax evasion, Economic development, Economic growth, Per capita GDP,
Inflation rate, Unemployment rate, Poverty rate.
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2.2 3.09 10%
2.56 3.49 5%
2.88 3.87 2.5%
3.29 4.37 1%

) zlilly (3.85) salaid¥) sail) cppanad) M (F) @ ad o) (4.3) Jsaad) e ey
AN e die AoV aall dnnll dadll e o) s (sl e ((4.29) Sl
JalSi 35a9 pae o pali Al pdall dun ) o (N L(3.49) i il Al (0.05)
sailly eyl ol O Afde JalSS agmg M s Al Abal) docapdll ol Sy dida
Algh 4lsi ADe dgag o Ju 13 L MleaVl Aadl) mililly asyall Copgil) g galaidy)

1(2023-1999) 55l Dla sV Jaall ililly @alsBY) saill (s oY)

L daalil) cibacca@lly At} Abinly ddlaial) ilasl) 2.4

Lalie (b b Ll Gl (3ain3 (e 28]l 8 peal) Copgill 550 5 Lot gV Jlsed)
€2l Mea¥) sl ) jdigen
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GRS e all (8 oyl Gl en e Vi IV dpcajdll DA (e adde DY) gy
Dl L) el il e Lilia (plandd 8 Aisleai8Y) Luanl

AlaaY) Aaall milil) gl psitiall (ECM) Undll sl ¢ dgad o s gilii (4.4) Joa

AV sgiane | (1) dad | o) el (aladd) Sl a sl
0.0003 -4.336389 | 0.029896 | -0.129641 CointEq(-1)*
R-squared 0.439918
Adjusted R-squared 0.439918

Oaan paill sl o (gina il Al Gl ) ) ad mleaill (b apenll cogdll e
glse 3 oyl gl o) Lgie cdalse Bam oy (S 130 g paall Lobea®Y) lBlal)
oall AWl lgall (ot Pl e La)S o) 2Shn Cus (zguagy sedad Jobal iy
sacial)l DLl laicdl 5S5 38 celld ) dsla L eciloaally deiill e alall (3UY) Chaag

U SA) jalias o) (el @Y e UEge Gl 138 (miged e 508
Aaal) @l o gyl cugill 8B daghall Ja¥) B pigalll sl @il (4.5) Jsas

. AaaY)
AV (ggiana | (t) G Glaall Uadl) Jaladll Sl sl
0.0312 | 1.662696 | 4.782979 -0.752641 T gyl el
0.5390 | -0.624527 | 1949.503 1217.518 C el
EC = GDP - (7.9526*T - 1217.5176)

lgiad il ANV (ggin o ) (4.5) Jeaadl 3 dushall Ja¥) e zagaill jodi il el
Lanll @R e 2wl B e aall Byl ol s dgag S e ¢(0.05) o
Ljpal) Gl Gy @ Cun )il JeaV) aall w3l jdser Lulie cplandd 8 dalaiy)
Cus (Al JlaaW¥) Al malilly oo pall cgl) G dale ABle dgag g cdbad) Jody
Baaly Sang Jldia upaall gl B2l o) Ja 138 (=0.753) el el dalas gl
(dushall Ja¥) e (0.753) jlakes aa¥) laall gilall (aliss) ) g2

il e upall el dhel) cibelal) e ol 50D 138 cald) i dgag O
o sasSall U padd I Lyl lah¥) pa 25 3 il Jlal) sl
@la®y) Llaall e Ll 5 e ddacally sl cdosall Lol Jie digall cileUadl
G oVl gl (& ool ol cuady o oS celly ) ALY h LAkl dalu)g
cglai®Y) hEAY) aie e g i) Chaias Lae ¢yl scally 3)lsall aijss
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Lulie (olacdd 8 Lalai®y) doaiil) 3adad (e aal) (8 opeall gl o0 58 Lot SEI Jlgad)
@S e 2l (8 oyl ol en dag VAl il DA Ge adde LY Gy
cgalai®y) gaill Hhgar Lulia (placdd 4 Lalaidy) donl)

LSaBY) galll alill jaiall (ECM) Unil) prosall 7 dgad sl @il (4.6) Jgaa

AV (ggian | (1) Aad | laall Wadll]  Jaladl Sasial) ey il
0.0000 |-7.342519| 0.134372 | -0.986628 | CointEq(-1)*
R-squared 0.710183
Adjusted R-squared 0.710183

I e gl ol Cun ¢ rail) (saall o (ggine 5B (5) il Gl apall gl of cp
iy ) zling oyl cogll il oL daaill sda jeudi (Sa cdasiall Z3ledll 8 Lilas)

Al 8 g S jedad Qish
LBy gaill o gl upgl) BB Jughll Ja¥) b g igalll sl il (4.7) Jois
VAN (gguse | (t) dasd Ghaal) Uadl) Jalaal) Sl sl
0.0053 | 3.124599 | 0.017824 -0.055692 T e
0.0503 | -2.083097 | 8.720212 18.16504 C <l
EC = GROWTH - (0.0557*TAX-18.1650)

0ad) S L ¢(0.05) lgaad e J3 AN (gise o ) (4.7) dsaall b mSlul) uis
Gaatl) Gt e 0l 3yl el e dgas pae o pall A Al Al
Abad) Zpca il Joy (ool galll Hdier Lulie (placds 3 Zpala)

Cun (sl pail) o A ADxs Laiy gyl gl e ) Jsanll il (e ey
Bang laker cupall Coglll (g gliny) o) I udy 138 5 (0.05-) LalayY) Jales il
sy paill CiVanae & (Rlianl ) (ga5 saalg

Qs e 55 DE e b8 saill Ggny anpeal gl o6 Gl i dgag e
Gl e Apnle) )lidll g e i) G 2ay Laa cctilasSall gl s 3l il )
Cle Wil b L) s ) sag o oS L) (el oy cdaally caulall (iiail
s e el Cogll Lih I BV cela®) sall e U i Les gl
Lee gl o I 358 Byl aie (o it 3 Usa JBV) il (8 ¢ e L) Sglsel
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o gurall cogll pludl Y1 cils 1 13s cgabiai@) sailly S llall e Lla i
OIS Qe ) gailly Gaaall (& LY (el () cogill 138 (a5 Cus dapdall Ll
sall Hase dli 8 aales dalsall o3a IS coghall sl o (ol gaill (g Lae
ol (< sl e dule clyil ) ag e o salay!

Lo Galacdd 8 Loabeai®y) Laatil) (385 (e 2a) & wpeall Copgdl) o0 sa L sl Jlud
Codmill docs e

Onbaadd 3 A nlai®y) dpetill (gaisd e 2all B ol cygll oo aag Y AIAN daa il
cadanl) s pdigas Lulia

il il paiall (ECM) Usil) sl g dgal s il (4.8) Jgan

AV (ggian | (1) Aad | loaal) Wadll]  Jalal Saiall ey sl
0.0174 -2.580548 | 0.180855 | -0.466706| CointEq(-1)*
R-squared 0.221766
Adjusted R-squared 0.221766

el (3ias e 2al) oyl Cogll Wlaas) Ja Ll gl asas e ) il i
mail) aall e el Lilgs Aalaally ek ol 4 Gus cadall ydiger Ll Lnlaay|
A el cugill il Jaghal) JaY) Bz dgaill pafl @il (4.9) i

VAl (gguse | (t) Ao Ghaal) Lol Jalaal) Sl yaxial)
0.8029 0.252812 | 0.004297 0.001086 T ol
0.2487 1.186358 | 2.105301 2.497640 C il

EC =INF - (0.0011*TAX +2.4976)

Gain (e aall oyl (el b Adlas) ANVS 39ag axe (4.9) Joaall (e ey
it Laa ¢ (0.05) Liad o 5S) AN (g o Cun cpdiailly Lule Zpabeay] Lpenl

ALl A @l (g A piaal) A dll sl
O b aaial) dows o ol pell Bale Bl asag axe Gl Calll ki deay (g
Aaddlad) Slac¥) cibpriy il L W st o Cas Laa)lal) dalgall Ll I gy o oS
(el gl (e pdall e Sl il Al 05K 98 Lee celially Taiil) Jie Dpula) alodl
b chprll Daula 8 cplandi & Sl 058 o) oSe s JlendU sagan) Ailaiu|
55 Y el cogll o i Lee AEED Qelgall o) oadl Aaghs Gasn gupeall Uil
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saml e apeal)l gl Lab aas Caall (e Jead dalsall o2 coimill e S (S

gualy JSho

Lulie olacdd 8 Ga0lai®Y) dpaiill (aiss (e asll 8 puall Cygill s 58 L zaabll Jlgad)

) jage

Onbocdd 8 Lalai®Y) Loatill (Gaisd (e aal) (& oppeall Cpgill Hon aagr W rdaahll daa il
Aad) Hédise Walaa

Al pdige alil) psiall (ECM) Undl) prasual zigad s gl (4.10) Jsas

AV sgiane | (1) dad | o) el (aladl) Sl a sl
0.0471 2.151460 | 0.162719 | 0.350084 D(UN(-1)) dw Ju8 AUl
0.0437 | 2.189765 | 0.157233 | 0.344304 D(UN(-2)) b Jud Al
0.6102 0.519964 | 0.001899 | 0.000987 D(TAX) Do Ju8 gl
0.0007 | -4.163604| 0.282541 |-1.176387| CointEq(-1)*

R-squared 0.515764
Adjusted R-squared 0.435058

Y oSy el dsadl e optila i Al agal Slaal 536 agag S Elall s
AV (e O s ) Hdge Ao sl (sl o el cogill HEG (o) das
dha S agag pe o et Al Djpall L jdll Jod iy Lae ¢(0.05) el e S
oad)y Aladl Hdse lulie b)) Latll Gaad (e 2all o oupaall Gl Lilias)
cAlad) A yall

Alal pige Ao upal) gl oS ughll Ja¥) B 7 igail) sl it (4.11) Jgas

AVl (ggise (t) des = Jaladll el il
Szl
0.1856 | 1.383342 | 0.002665 | 0.003686 T | el el
0.0000 17.85017 1.309011 23.36607 C culall
EC=UN - (0.0037*TAX + 23.3661)

Gaind e 2l B ayall Copgl) il Adlas) AN agag aae (4.11) Joaall e iy
ed e LSl ANA Gree o) s Allad) b lalie (placdd 8 dnlaidy] Ll

Al il g diaal) Lo sill Jod e Lee ¢(0.05)
OSar (i Al o ooyl Copgill maaly 1 asag ae Ol Canld) ki dgag (e
Jia ¢ Apaleai®¥ly Lanlod) Cagylall dyganal hlas Lala@¥ly dasbicdl Jalgall il ) (g o

61



(ol Cogl) e LS) UKE Adad) Sl seay Jaall Bou Ao 55 8 clelpally Dlasy)
Lee e U0 el Glaelad) o fulands adit Gua doaylall Glaelaal) Lo sl
g b el o aalid Gus bl e gl cogill DEE e it o) (S
dnenge by Sl 8 Galali 8 Jeall Gow 05S daall (Ao bl b eyl cdanll a i
o2 (Allad) Aoyl gl 56 (o) Lo i 38 Lae cdaad) o callall 8 Lyss )

e <8 Aladl WY aee Glo oyl gl il waat Gl e st Jelsal

Onbaadd 3 dnlai®y) daml) (gaisd (e aall (G oyl gl e o e el Jlgad)
¢ Rl agar Lulaa
Q:\.L.Mlé‘?jaeahaﬁ‘}!\ doatill 38an (e all (A wpall Cpgill oo dae Y Al A )
el e alia

Al ydde il juiall (ECM) Uadd) prasal g igal padi il (4.12) Jsan

AV (ggian | (1) Aad | loaall Wadll]  Jalall el ) il
0.0607 | -2.000824| 0.216793 |-0.433764| D(POV(-1)) | ,aal daslul didl
0.2278 1.248753 | 1.180515 | 1.474172 D(T) Oydd daslud! did)
0.0056 -3.146528 | 0.026138 | -0.082245 | CointEq(-1)*

R-squared 0.365899
Adjusted R-squared 0.302489

@ s Y oSl cAllal) diad) o Ale Bl JE Hasel Slas) 580 apa sl i
liad (e ST AN (s5ine o Cum Sl e o il (saal) oyl Cpgall il
cogll Wilaal JIy il agag pie Lo pati Al djbeall Lcajdll ol i e ¢(0.05)

bl A @ (b yg ¢ ) s Ll ApsleaBY] Leatil (383 (ge anl o oyl

il (4.13) Jsaa

R pdge o gl cugl) il Jaghall Ja¥) A g igalll pai

AV gie | (t) ek = Jalaall Sl )
Sl
0.7042 0.385753 112.4035 43.36000 Ls"")""“ el
0.7762 -0.288631 281.0542 -81.12096 Cull)
EC = POV - (43.3600*T-81.1210)
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il Jof i Lae $(0.05) Wiad e ST ANA (ggine o (4.13) Jsaall e g
B3 (e all (B upal) Cogll Ll Adlas) AN g aie o el ST 5 Al
A e Lalie Cpladd (8 Gpaleai®Y) Ayl

AgolaiBY) Dpaitl) (32a3 (ge 2l o cuyenll gl ) asag pre 8 Caaldl s dgag e
Glelad) o o€ (<8 uhuldl) oL@l slaeY Bl a8 jal b5 Ll
Y a8 AL el lbsies e Ayl @b i e Qe e Al cOUganlly LAl
Allad aes Sl ol (5 38 @lly ) ALYl Qal o il 5l el cogall ¢6S
el s e Al Qi ) g Sl adad) ciladiie e ) dasSal) (e
e gy caedll uuad Lelda¥) Clhelual maly dodi 8 lubudl sda .yl
cJasll

zasall) Baga L)

(A0 ey elal 8 Al JSUal e Wla g 2 3lall 3asa (e ST
 Alsall AN oY) sl el

(LM Test). bl 513 LLs 30 Breusch-Godfrey Lis) (4.14) Jsas

(-Prob) ddlasy! dogal Aglaay) z il
0.0984 1.111 (F) dus 1
0.1145 4.357 Obs*R-squared
0.8807 0.1278 (F) das 2
0.8527 0.3187 Obs*R-squared
0.9526 0.048714 (F) dus 3
0.9406 0.122439 Obs*R-squared
0.4129 0.935237 (F) dus 4
0.3001 2.407373 Obs*R-squared
0.5514 0.614328 (F) dus 5
0.4825 1.457722 Obs*R-squared

I BLEY) e Llls 23l o) (Residual) alell 3l Lls DU (LM) lad) masy
oady Sa ¥ Ml ¢(0.05) eiad e ST z3lal) IS8 AN (ggine o G celadY]
celbaa¥ oy Jdes Lol agag pre o ali S &jaall daca il

ol s A sl i
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-oaall @l LY Breusch—-Pagan—-Godfrey jladl it (4.15) Jeaall

(.Prob) adlaay) Lol Lilasy) kil
0.0778 1.4191 (F) das 1
0.0947 1.3572 Obs*R-squared
0.1047 2.1278 (F) das 2
0.1157 1.3187 Obs*R-squared
0.1256 2.293651 (F) das 3
0.1163 4.302730 Obs*R-squared
0.2747 1.374793 (F) das 4
0.2493 2.778578 Obs*R-squared
0.0688 2.763417 (F) das 5
0.0709 7.033024 Obs*R-squared

4 (0-05) \iak (e ST AN (g5ina o)) (Breusch—Pagan—Godfrey) lual miti i
(D) AShe 35ng 2 Y A o (et ) Lheall duiapdll Jod e Lee il S

-10 -5

0

5

10 15

Series: Residuals
Sample 2001 2023
Observations 23

Mean 2.32e-16
Median 1.113722
Maximum 13.30272
Minimum -14.89959
Std. Dev. 6.899274
Skewness -0.447081
Kurtosis 3.128882

0.782129
0.676336

Jarque-Bera
Probability

(1) @ols®Y) sail) z35ad Hlsall aslall wsil L) il (7) S
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1

0

-400

Series: Residuals
Sample 2000 2023
Observations 24
Mean -4.55e-13
Median -26.81633
Maximum 554.6112
Minimum -389.9398
Std. Dev. 243.4920
Skewness 0.616757
Kurtosis 2.724520
Jarque-Bera  1.597447
-300 -200 -100 0 100 200 300 400 500 600 Probability 0.449903

(2) Mea¥) aall alil) z3sad Hsall aslall wisil Ll il (8) JSa

Series: Residuals
Sample 2000 2023
Observations 24
Mean 3.70e-16
Median -0.321790
Maximum 4.896621
Minimum -3.841192
Std. Dev. 2.159194
Skewness 0.630581
Kurtosis 3.046490
Jarque-Bera  1.592692
3 2 -1 0 1 2 3 4 > Probability ~ 0.450974

(3)psaill zhgail Blgll canhall aujgall jlodl i (9) J<a
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12

Series: Residuals
10 Sample 2001 2023
Observations 23

8
Mean -6.56e-16
6 Median -0.508302
Maximum 3.377915
4 Minimum -1.730112
Std. Dev. 1.229227
Skewness 1.205706
2 Kurtosis 3.862214
0 ] Jarque-Bera  6.285056
) 4 0 1 2 3 s
Probability 0.043174
(4))355\ CJ}AJ é\}.\ﬂ ga,.ukl\ eljﬂ\ sl C:ttu (10) J<é
6

Series: Residuals
5 Sample 2000 2023

Observations 24
4
Mean -4.11e-15
Median -0.185604
B Maximum 5.795619
Minimum -5.359660
2 Std. Dev. 2.745323
Skewness 0.427015
1 . Kurtosis 3.015505
0 0.729607
-6 -5 -4 -3 -2 -1 0 d: 2 3 4 5 6

Jarque-Bera
Probability 0.694333

(5)AHad) #agail gl canlall aujgall lidl) mils (11) J<&

&l o) Gag e anhall auigill a sl o) KB g 3kl B3 e G da) e
S AN (ggia o) ) oLaaY) & juds g o(Jarque—Bera) auhll aigll Ll ol
i Lae bl dumill (mdyg dnjieall uadll Jod nn Lae (0.05) e LSI oo zilal
e i Y (4) zisall el ¢ oanbll Al am (Residual) Waall 5 sl o)

CALA.\M 4:|Jb§3u\ okaal
Wt aope Slia) aladinly 3 Qishall gaall ez 3saill clpitie cDlales (3Ll 4 jeal
) JICEY) b anils elg (CUSUM) aS)5ll
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