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Abstract.

The tagged research aims "to measure the optimum volume of indirect taxes as a
proportion of total revenues with the Laffer curve perspective stimulating GDP in the
Iragi economy" The main purpose of this study is to test whether there is an upside-down
U-shaped relationship between indirect taxes as a proportion of total revenues or not. and
the optimization of indirect taxes, theoretically The basic logic behind the Laffer curve is
that the relationship between taxes and GDP is positive up to the point where the optimum
volume of indirect taxes reaches its maximum. and then the relationship becomes
negative according to laffer, and the empirical results show that the current tax share of
total revenues is less than the optimal size of taxes in Iraq for all school years. The
research found a correlation between the independent variable (Tax/Total Revenue,
tax/total Revenue2) and the affiliate variable (GDP) This relationship is governed by two
directions: first, there is a positive relationship between them at the beginning and after
reaching the optimal threshold for the size of taxes, which is maximized by the GDP rates
due to tax increases, and then another stage in which the relationship is negative,
influenced by the quadratic form of taxes as a proportion of total and variable revenues
that are negative after the threshold for the optimum of indirect taxes and lower GDP
rates. The research recommended that fiscal policymakers comply with the proportion of
indirect taxes not exceeding the optimal size of 11.4%.

Keywords: Optimal size of indirect taxes, GDP, ARDL measurement model, Laffer
curve, Irag's economy.
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S el il e 4 il UL res o 1A sail) Ciua gy GULA jalias asdical) (ouldl) medall g UL Y )
Ll A sl L) alaiian o5 388 il Lod aaiy e sl U Lelisads (GDP Jaa¥! laall il il puaciall &) yall
5l e A peall Jaee) J¥) Jadd) il o oy ALl 555 — ol A a8 p3all e ot el
Aoy pall SN e )Laffer2 w8 JSA J\a) Ll Ay o laffer A e (A1 <l 1Y) e das
« Laffer Curve 4wad HLia¥ AU o jaieS (4D il W) (e dpaS

Baagll jda Ll ;LG

Js¥! Gl 2af vie 3 e Cinal 385 (YA maead s (5 sinall die 3 e e O uaiall gaea G (1) 52 ) (e ey
:(Augmented Dickey-Fuller test statistic) Jkis) (1)dsas il (el

(Augmented Dickey-Fuller test statistic) Juia) (1)d gl
Null Hypothesis: D(LNGDP) has a unit root
Null Hypothesis: the variable has a unit root
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At Level
Lngdp Laffer Laffer2
With Constant t-Statistic 1.612524- 3.074608- 3.893623-
Prob 0.4571 0.0459 0.0088
NO *%k% *%k%
With Constant & Trend t-Statistic 2.574414- 3.700877- 4.357616-
Prob 0.2937 0.0476 0.0140
NO *k%*k *k%k
None t-Statistic 0.851954 2.581623- 3.726201-
Prob 0.8862 0.0129 0.0008
NO *%k% *%k%
At First Difference
Lngdp
With Constant t-Statistic 6.057488-
Prob 0.0001
With Constant & Trend t-Statistic 5.948141-
Prob 0.0008
None Fhx
t-Statistic 5.805158-
Prob 0.0000

TEV/ieWs9" ool gabin (1 SN Al 1A g3 2l
L 13 5 (5 sinnall vie Sl clS Alitadl) il yuatall el 3331 Gl die (Kb S il il of 15 (S Al g
(ARDL) 54 ol
gUaN) 5 58 Jgha LS oL
sd¢) Aad 8 amy (53 Uy 5 58 Jsha JLial 33 ¢ (11,0,0 ) s& ARDL a5 o Ll o3 g3 3 saill ()
5 s (s (AIC) a8 al a8 el 5 5 o 2 (2) 53815 (HQ, BIC, AIC) st
iall ey

sUag¥) @) i il (2) Jgaa
VAR Lag Order Selection Criteria
Endogenous variables: LNGDP LAFFER LAFFER2
Exogenous variables: C
Date: 09/30/24 Time: 13:13
Sample: 2004 2023
Included observations: 16

HQ

SC

AIC

FPE

LR

LogL

Lag

16.26895

16.39283

16.24371

2276.450

NA

-151.3153

0

15.05374*

15.54927*

14.95279*

637.9946*

33.57440*

-130.0515

1

TEVieWs9" ol el s ) Sl Aol ) sl 5 yecaal

Ay Aaall gilil) B3 pdilall yue A pual) calal ) A o G
g JoY el aie Ingdp @Lﬁ\ el g (5 il 2ie ( laffer , laffer2 ) el Gl priall S e Eaalill xU
ARDL CJ‘BA.}‘):}JSSUY\ Lﬁ)&.ﬁ&\).\:ld\ ol@J Jalssl) :%A‘)AZ\A‘),LA
2 0.861903 . O s R-Squared sl Jabaa o) ¢t (L3l 23 sl Taliinl 173 gaill &y jpeadll 385 1
cUasdl agon 3 Jax 95 14 o) Al @ yaaiall 3 ga L GDP il aadial) b dlialadl <l yaill
& el 23 gl A giaa i Laa ¢ 901 (e JB) (5 shas & sina o8 5 (1 21.84456) Sals F-Statistics ol
. (3)d‘9h ‘)Jn.l\ . 822% éJ kY] M‘ Jgé;:\j\ d&\l.’.n U\J 3 d;‘j\ 3‘)4-\453\‘5 &#‘ 48Rl ‘):\JSJ
Zgalll Aoy palil) milis (3) Jgandl

Dependent Variable: LNGDP
Method: ARDL

Date: 09/30/24 Time: 13:16

Sample (adjusted): 2005 2023
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lincluded observations: 19 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): LAFFER LAFFER2
[Fixed regressors: C
Number of models evalulated: 4
Selected Model: ARDL(1, 1, 0)

Prob.* t-Statistic|  Std. Error| Coefficient Variable
0.4862 0.715300 0.171189]  0.122451 LNGDP(-1)
0.0016 3.898536 0.285450]  1.112836 LAFFER
0.1178 -1.666777 0.061029] -0.101721 LAFFER(-1)
0.0046 -3.372839 0.014423] -0.048647 LAFFER2
0.0002 5.064234 3.167682]  16.04188 C

19.60088] Mean dependent var 0.861903|R-squared

1.216462| S.D. dependent var 0.822447/Adjusted R-squared

1.722217] Akaike info criterion 0.512581S.E. of regression

1.970754| Schwarz criterion 3.678346/Sum squared resid

1.764279] Hannan-Quinn criter. -11.36106|Log likelihood

1.931769] Durbin-Watson stat 21.84456|F-statistic
0.000007Prob(F-statistic)

*Note: p-values and any subsequent tests do not account for model Selection.

|
MEViews9" (ubil) gl s ) il dAagiil) ) Akl ol : jiaal)
(dsidal) Jalsill) Ja¥) Aligh ABMall JLSAS Jal cpe s (& idiadl Jalsill) Ja¥) Al gha 430 g3) ABDad) JLd) 2
Laffer )4 L, 4K Sl ¥ (e A€ 5 pdlall e Ay el o) 5V o @ iball JalSall jLaal o3
dagiis (Ingdp) afiote s e dd 3o il (MaaW) Aaall =500 g8 AUl paiall § Jilus 23S (Curve
G sie die Llall 5 Liall Lgiad e ST 25 (19.376583) & leind Ol ek (F-Bounds Test) dibasl
B pdlaall e Aoy peall o) oY1) o e JalSS ASNe 3 ga g0 S8 (Sans ¢ (%1 % ¢ 2.5%5 ,%10) AV
s( |ngdp) 4 e p g;'ﬂ\} ‘;JLA;Y\ ‘EAA.AS\ G_'i\.'\]\ Py @US\ el g Jetie paiaS ( AT ol oW e dawsS
C(4) Jsaad) daadSle (Sarg ¢ 2023 -2004 s2all Ja¥) A sk A8l J pa 5l
sl JelSil) d8dle L) (4) Jsaal)
| ARDL Long Run Form and Bounds Test
Dependent Variable: D(LNGDP)
Selected Model: ARDL(1, 1, 0)
| Case 2: Restricted Constant and No Trend
Date: 09/30/24 Time: 13:17
Sample: 2004 2023
Included observations: 19
| | |
[ [ [ [
| Conditional Error Correction Regression

Prab. t-Statistic Std. Error | Coefficient Variable

0.0002 5.064234 3.167682 | 16.04188 C
0.0002 -5.126204 0.171189 | -0.877549 LNGDP(-1)*
0.0009 4.176248 0.242111 | 1.011115 LAFFER(-1)
0.0046 -3.372839 0.014423 | -0.048647 LAFFER2**
0.0016 3.898536 0.285450 | 1.112836 D(LAFFER)

| * p-value incompatible with t-Bounds distribution.

** Variable interpreted as Z = Z(-1) + D(2).
I I I

| Levels Equation
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| Case 2: Restricted Constant and No Trend
Prob. t-Statistic Std. Error | Coefficient Variable
0.0002 4.965537 0.232040 | 1.152204 LAFFER
0.0019 -3.807843 0.014558 | -0.055435 LAFFER2
0.0000 75.48212 0.242181 | 18.28034 C

| EC = LNGDP — (1.1522*LAFFER -0.0554*LAFFER2 + 18.2803 )
I I I I
[ | | [

Null Hypothesis: No levels relationship | F-Bounds Test
1(1) 1(0) Signif. Value Test Statistic
Asymptotic: n=1000
3.35 2.63 10% 9.376583 F-statistic
3.87 3.1 5% 2 K
4.38 3.55 2.5%
5 4.13 1%

EViews 9 "' oulil) gali g ) AL Al ) Al af 1 jdaal)

V) AL ghal) g 5 yuall) ABMal) a8 3

(5) dan (B il e 1Y) B aad ABdall
el ol g (ALK ) ) e Aeni€) 5 laall e Ay paall Culal V) A siae ABal) ) i) yelal ]
i Agw pall ol 5oV 33l ) aied Lagin 4ad yla 483l o)) il & jedal g | 965 A sina (5 s e dlaaY)
05 4 sira (5 g die (1.152204) Dhiar (Jaa¥) Asall m3Ull 334 ) () (5250 8as) g Bas g laiey 5 il
vind Jaa¥) sl 25U (laffer? il JSal) Jiiedl el G dauSe A8l o il < yelal g
- ) Ay Alaa¥) aall ailll (aaleas) ) gagnsaal g as g Hlaiey 3 piliall e dgw pall ilal VI 83k )

‘ : (0.0019) 2 yina Lagin A83al) () 5 . %5 & sine (5 gius 2ic (0.055435
O s (%1) oe J8 Adlaial) (5 giue die Ay 5ina 2 5 (0.877549-) 2allll Uadl) msiad dalae & jelal LS 2
e 0.13 L laiay Jyshall Ja¥ s sl JaV1 G CaSill Ao ju Jixy Las 4 gina s Al dalrall 228 Ao
1/0.877549 = 1.13 Lu & 4aull
Jiie uaiaS (ASH ol 1Y) (e Aaui€ 3 pilall e Ay juiall <l V1) G o e Lol 38DLe il 13
(5) Usn b L) i e (s Ja) Al sha 283le lllia o) ol ¢( Ingalp) el sl 5
,M\@ML&AJM\&YU&#| JaV) clalza i milli (5) Jgaa

Prob. t-Statistic Std. Error Coefficient Variable
0.0002 5.064234 3.167682 16.04188 C
0.0002 -5.126204 0.171189 -0.877549 LNGDP(-1)*
0.0009 4176248 0.242111 1.011115 LAFFER(-1)
0.0046 -3.372839 0.014423 -0.048647 LAFFER2**
0.0016 3.898536 0.285450 1.112836 D(LAFFER)
0.0000 -6.748585 0.130034 -0.877549 CointEg(-1)*

Lngdp=16.04188 — 0.877549 Ingdp(-1)+1.0111151laffer(-1)-0.048647laffer2+1.112836D(laffer)
Long Run Coefficien

Prob. t-Statistic Std. Error Coefficient Variable
0.0002 4.965537 0.232040 1.152204 LAFFER
0.0019 -3.807843 0.014558 -0.055435 LAFFER?2
0.0000 75.48212 0.242181 18.28034 C

EC = LNGDP +1.1522*L AFFER -0.0554*LAFFER2 + 18.2803 )

MEViews" (ebill gl e alaie YL dagilll z) Aldu) & 1 jbaal)
12 gadll dpnap i) <) LAY el
il &y sina ane A Ll Y1 ASEe HUER) 2ot e gy 1(B-P( LIM) (83 ledadl Bls ) L) gl ¢
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¢ AISEAll 2 ga 5 A8 A5 ¢ (HO) Ateall dpa il Jsadl) adle 5 ¢(%5) AYa (5 sie 2ie (0.133649) s ) Ailas)
DLEAY) 13 =gy (B-P-Godfrey) slaill bl sl i ey ¢ gaial) okl 23 gai¥) 8 1Al Ll ;Y1 A
VAl (5 glse 2ie Ay gine e (1.137191) JLiad clas D ddlaia¥) dad Caly 3 ¢ Gliil) uilad aae 4lSGe 2 5a 5 a2e
U ey ¢ Nl bl 23 saiW) 8 Gailal) Gl Al 0 g g AT AN (HO) dodeall dpa dll J58 Jix 138 5 ¢(%5)
4ad ()5 (0.316931) waly a8 Jarque-Bera 4ed o (o il (Nor malts-test) Bl sill bl &)l jlaal

(2) JSEN ) e Al asa s ate ) i ed Mills (%5) e S) 4 5)) (0.853452) <ixls Probability

FAsaill dpa Al il JLEAY) il (6) Jead)
Breusch-Godfrey Serial Correlation LM Test

Prob. F(2,12) 0.133649 F-statistic
Prob. Chi-Square(2) | 0.414000 Obs*R-squared
Heteroskedasticity Test: Breusch-Pagan-Godfrey
Prob. F(4,14) 1.137191 F-statistic
Prob. Chi-Square(4) | 4.659422 Obs*R-squared
Prob. Chi-Square(4) | 2.047846 | Scaled explained SS

6
Series: Residuals
s Sample 2005 2023
Observations 19
4 Mean 4.20e-15
Median -0.041384
3 | Maximum 0.960818
Minimum -0.749256
) Std. Dev. 0.452054
] Skewness 0.252573
Kurtosis 2.618998
1.
Jarque-Bera  0.316931
0 Probability 0.853452

-0.75 -0.50 -0.25 0.00 0.25 0.50 0.75 1.00

Bl kel g3l LA (2) JSdd)
MEViews" (Alas¥) galisall ) altuNy Al )ALl 3 1 el

Ao AN LA slwald

:(Cusum ) )

250 Gana (Cusum) st Aulull o8 IS ) jitul 3ga g ey ¢ (Cusum ) Jlkss) AT 3 g3 30N kadld)
.(3) Jal Ll «(%S5) aa)
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12

-12

(2022-2004) 32all duia 3 dudad) 4 ) jiiad (3) JS&
MEViews" ekl gali s ) Al dail g dda) a3 ; jaall
(Aol (el il £ ganall 2 pa IR @

Sl g ganall @ e lial ) sl ) (4) JSEN (e gty 18 sll STl g genall o e (331 Jadll
(2023-2014)52all (ana ) sl

| —_ CUSUM of Squares ————- 5% Significance |
(2004-2023) 30l dia 31 dadead) 4y ) jEi) (4) JSi
JTEViews" oabl) geab g () Uiall Aol g1 ada) o 1 juaal)

Gallil) ) sanal)
Laffer Asie ghy 5 dluall pud &y pudal) lal 30 Jia¥) anal) uld

Laffer dumill Ji shll Ja¥) Cilalas (m 5a3 o 2S00 a1 G0 A€ 5 plaall e 6l el ) pmall e J gl
Any) bl & Laffer2 oaw all S8
GDP, = B, + Bllaffer, + B2laffer? + p,......B2<0.....(1)
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(2) Al e Jiass dishll da¥ Gldas et de

EC = LNGDP +1.1522*L AFFER -0.0554*LAFFER2 + 18.2803)
(2) ?EJ Ualaall Blansl oY) Al
F LNGDP +1.1522*LAFFER -0.0554*LAFFER2 + 18.2803=0
Laffer isie 8 AlSH ol ¥ (pa dusiS 5 5l e G uml) ol 520 Jia¥) sl () sS4l
s el 3l 30 Jia¥) anall

Laffer=-b1/(2*b2)=-1.1522/2*-0.0554=11.4............... (2)

Jraas 4l dalaall Blaidl die
INGDP=1.1522-0.05541affer=0..........cceeeveereeeunernnnnn 3).f?
f? =-0554 e (4).

O A€ 3 p8lall i (i pall Jial pas elllia Juilly s affer iaiad oalae dles cllin o)) Gad s dllu dad o Joans
s 2004 oo A bl ye il puall JL) aaall G (7) dsaall YA ey %114 o laiay ASD lal V)
e il puall JiY) aasll 1S5 Bl e Jlin JLle 81269 S 3kl e il juall Wl Bl e i Lk 37.600.62
dle b JieY) anall i) & ¢ e o Ll 3678793 snr el s pdball ye il juall aaa (e S 5l
pa sy AU Joandls ¢ daladll 3550l je il pall aa e SY s (e L Ll 4617342 N 2005
it (7) Jsaall 0o 5.2023 — 2004 53l 4 ) Y1 (e b pdlaall e il juall JLaV) eall 55 pbaall 2 i)yl
& Lgiaalun G g Ay puall Alpanl) (alinil ey Lo laill 55800 je il puall aan e B g8 JiaY) anall )
Sl il e unal) (50LaBY) paill yiat L Lgianlioe Cinca UL 5 2SI Gl Y1 B &5 e s Al Ay juial) ol Y]
o LSl calall YD 83l o pal A el ol DU Adlia) cilaliial ol g ala®Y) dpatill () ey 2385 Lo JlaaY)
LA g 43ld 2 (& i)l (6 gl (e a5 ClaliiaY) o Alil bl Y1 Baly ) e lalill 5 )08 e 2y 35 A <8 )
alida 1 5 Uali ) Jasi jall ol yuall JiaY) (5 siusall o sgi Of 40 ol oSl (b il Al il ) a5 ol ) aladiia)

. (Tanzi, 2001 ;1-5) 4ba®y) il sl ye

(7) Js>
e i Sl il ) (e B pdlaal) il quil pall Jia¥) anadl g 8 pdlall b Gl yual)
axall G il ) dpud 4y pall Jia¥) anal) A< 3 )y pual) & ghed)
Bodlal) b Ay pall LYY | 11.4= 3kl il B pilsa
8 pdilaal) il puall 5
3678793 3760062 32983000 81269 2004
4326326 4617342 40503000 291016 2005
5309600 5592384 49056000 282784 2006
662572 6224286 54599000 662572 2007
8704050 9148728 80252000 444678 2008
5177232 6293826 55209000 1116594 2009
6923654 7925394 69521000 1001740 2010
437616 11399886 99999000 437616 2011
13100160 13619124 119466000 518964 2012
12370257 12969438 113767000 599181 2013
11498219 12014118 105387000 515899 2014
516980 7577580 66470000 516980 2015
5669923 6202626 54409000 532703 2016
8269272 8816304 77336000 547032 2017
11174393 12148980 106570000 974587 2018
1089308 12262638 107567000 1089308 2019
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708447999 720480000 63200000 12032001 2020
5226949 12435234 109081000 | 7,208,285 2021
11470845 18468000 1.62E+08 6,997,155 2022
84116518 89932156 788878560 5815638 2023

45408533.3 12946864 151832889 2906565 Lo giall
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il ) g L)
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