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2  . Payingtaxes 
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5J/  $  !"#5V  $ -c 5>@U; Fixed effectsEF* f+.c( (95R 5`K  $ :# HT.*!1 5J&F :# EF* H]X. hJ* :A :

 -*C>. :A f+.c EA&@ =*5@* = !W :A &ZN 2CM  $ < f+"K4/9 H..+,&A  

 f &.cD-W B+. 5x#*  $ :(-!7;*< h>A <$) f &.c +](7V :M*!. HKy!s -&./ =+. &A :# %$&'()* %&V

H. -&"K *  &V5>?(. -&>. Hd(73LV$!N -*C>. -!7;*< h>A <$B+.  $ &.* .+V$ f <$ -*C>. :# &(J$ gK&^ %&V

H. f&;!# HK&./ -&"K 5dJ$ f &.c hJ* +,&A HLK HA&q(K* %&V5>?(. -&>. Hd(73LV$!N f+]V$H. zP9 < +,&A +K*!;

-&"K +,&A f+"K {&\Y :# :(,*$ $!M< !dY*  $ HLe. 5>?(. &Jc :# +,&A 6TZ. hJ* f+]V$  B+. .( !L>; a%+L\.)

&. HK&./ f <$ 7 H. :Y&Ff&;!# HK&./ f <$ pJ :# +,&A .-&"K 5>?(. hJ* hJ*5A&]A f$!A =+  Hd(73LV$!N f+]V$

HLK HA&q(K* %&V5>?(. -&>.  .+,&A  

    

6 -2. <='(> (89:;  

H. gA$ = !W :A B+. H()< :# O>K*$log H. (E>F&7D) G"# H]X. 6J*5i +,&A 5dJ$ H; &31 :A .+]V$

-&"K 6J*5i f+]V$ +W $ pJ 5V %*/*  $ :(7A*< 5>?(.  $ =*5>>?; +W $ H. gP(7. 5>?(.  $ 5>>?; 5R* &.* .+,&A

 -<+A H]XJ f$&F = !W :A B+.log  H. f$*$ -&"K +D*< = !W :A 6J*5i +,&A pJ 5V %*/*  $ H]XJ $!,

H. 5>>?; +D*< pJ C>K :(7A*< 5>?(. -*C>. gP(7. 5>?(.  $ 5>>?; +D*< :L>K B+. 5R* < +]#log  =*5>>?; +,&A

A zP9: *$ -&"K 5@* = !WH. f$.$!,  

  

6 -2 -1. <9&  !?@ #* #$%& (" AB;# 2) #!&DB(  

  5>?(. %*5A [>P\; hJ*  $ &. rA&; :# hJ* :A :M!; &A 67# %&89  $  !"# 5V :3;  gP(7. < -<+A   &#log 

H. = !W :A B+. :(7A*< 5>?(. -*C>. 5dJ$ H95s /* < +,&Alog H.H. zP9 |^ +,&A hJ* 5@* O>J!dA O>K*!;

 5>?(.H. :K!dt  %$&'()* +,  5A+,&A .A 6J5i :I]J* :A :M!;&A:  5A*5A f+.c EF$00014/0- H. $+1 hJ* < +,&A

H. EF* Hu]. $+1 pJ -*!;67# %&89  $  !"# 5V :3;  :# EuR <  &# $ *$ %$&'()* +,  5A |I1 %5@*

:A H. 5(L# %$&'()* +,  +,&A 5;y&A :3;  -*C>. :t5V 5dJ$ H; &31i .$!,A 6J5:  /* :# % !k; &A f+.c EF$

H.  &R/&F f+.c EF+A [>P\; :]>">^ < =&XY&Z. .+,&A 

  

6 -2 -2. 0!C,/' )EMP (  

  hJ* :A :M!; &A B&?(,* gP(7. 5>?(. %*5A [>P\; hJ*  $ &. rA&; :#log  H.>]jLV +,&A 5>?(. -*C>. h

:A C>K B+. :(7A*<  = !Wlog H.>?(. hJ* 6J5i hJ*5A&]A +,&AE>F&7D -*C>. gP(7. 5 H. -&"K *  (G"#)-
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:A .+V  a %$&'()* +,  -*C>. +]# *+>^ GJ*C9* B&?(,* -*C>. +W $ pJ 5R* 5dJ$ H; &3101/1  *+>^ GJ*C9* +W $

H.H.  &R/&F % !k; &A 5>?(. hJ* 5@* :# +]#.+,&A  

  

6 -2 -3. DE=F8@ A=!1(6 )CAP(  

  >P\; hJ*  $ &. rA&; :# hJ* :A :M!; &AHIJC>9 :J&.5F gP(7. 5>?(. %*5A [log  H.>]jLV +,&A -*C>. h

:A C>K B+. :(7A*< 5>?(.  = !Wlog H.E>F&7D -*C>. gP(7. 5>?(. hJ* 6J5i hJ*5A&]A +,&A  -&"K *  (G"#)

H.:A .+V  +,  -*C>. +]# *+>^ GJ*C9* HIJC>9 :J&.5F -*C>. +W $ pJ 5R* 5dJ$ H; &31%$&'()* a21/0  +W $

*H. *+>^ GJ*C9H.  &R/&F % !k; &A 5>?(. hJ* 5@* :# +]#.+,&A  

  

6 -2 -4. G$H!- 58I&!J )RUL(  

   hJ* :A :M!; &A  -<+A  -!K&) E>L#&D gP(7. 5>?(. %*5A [>P\; hJ*  $ &. rA&; :#log H. H95s /* < +,&A

 = !W :A B+. :(7A*< 5>?(. -*C>. 5dJ$log H.H. zP9 |^ +,&AJ!dA O>K*!;J* 5@* O> %$&'()* +,  5A 5>?(. h

H. :K!dt +,&A .A 6J5i :I]J* :A :M!; &A: &A 5A*5A f+.c EF$0024/0 H. EF* E3x. $+1 pJ $+1 hJ* < +,&A

H.A 6J5i .$ *$ %$&'()* +,  5A E3x. %5@* -!K&) E>L#&D :# EuR -*!;: H.  &R/&F % !k; &A f+.c EF$ .+,&A

hJ* ET1 ?(. hJ* -*C>.  :#H. E3x. -c 5@* < f+, :3F&\. 5>NU; f <$ pJ &A 5>H. *  +,&A E>L#&D m!K -*!;

^ *  HK!K&) :I]J* %*5A &V !"# /* :(F$ hJ*  $ *5J/ .E7K*$ &V !"# /* :(F$ hJ*  $ &V$&eK -&./ :A /&>K +K!, *5JQ

:A +K *$ ./ :A /&>K $!, B&L1* &V !"# hJ*  $ HK!K&) :I]J* %*5A 5dJ$ H; &31H. :Y&7IJ OV -c -& *5J/ .+,&A

H. }>Xi  &>7A &V !"# /* :(F$ hJ*  $ :L#&D &V$&eK %&V$&79 {&\Y :A OV -!K&) B&L1* {&\Y :A OV +,&A

H. &V !"# /* :(F$ hJ*  $ -!K&) -$/  <$ :A 5n]. :# :L#&D  .$!,  

  

6 -2 -5. A=!1(6DK#!L M8N,91  #'OP )FDI(  

hJ* :A :M!; &A $ &. rA&; :#:J&.5F gP(7. 5>?(. %*5A [>P\; hJ*  HM &N O>P(7. % *QRlog  H. +,&A

 = !W :A C>K B+. :(7A*< 5>?(. -*C>. h>]jLVlog H.E>F&7D -*C>. gP(7. 5>?(. hJ* 6J5i hJ*5A&]A +,&A 

H. -&"K *  (G"#) :A .+V :J&.5F +W $ pJ 5R* 5dJ$ H; &31 B&F  $ HM &N O>P(7. % *QRt GJ*C9* 0* *+>^

; &A +]#%$&'()* +,  -*C>. :Y&F <$ %5>NU a0073/0 H. *+>^ GJ*C9* +W $H. *  -c ET1 .+]# %<5>K $!3K -*!;

:J&.5F $< < &A 6F&]. 5V&.  &# HM &N O>P(7. % *QR:A .E7K*$ &V !"# /* :(F$ hJ*  $  :I]J* %*5A 5dJ$ H; &31

:J&.5F -*C>.%5>@U; +K*!(A HM &N O>P(7. % *QR  +]./&>K +,&A :(,*$ &V !"# /* :(F$ hJ*  $ %$&'()* +,  5A
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H. :Y&F <$ OV -c -&./ %<5>K &; +,&A  5>?(. hJ* 5@* .+]# *+>^ = &e. a:J&.5F -c &A 6F&](. < 0/y ~/!.c &A  &#

A :(,QR =&XY&Z. /* :# % !k; &A: H.  &R/&F f+.c EF$ .+,&A  

  

7 .AQ8,H   (8P  

   =*5@* :7J&P.  $H. f+V&". :I]J* hLi %$&'()* +,  -*C>. 5A gP(7. %&V5>?(. 6J*5i E>L#&D $!,

:J&.5F aB&?(,* a-!K&) :J&.5F aHIJC>9 H]X. < E3x. %5@* HM &N O>P(7. % *QR :3;  a+K *$ %$&'()* +,  5A  *$

7# %&89  $  !"# 5V6 <H]X. < _!IX. %5@*  &#  $ h>]jLV .$ *$ %$&'()* +,  5A  *$ h>A :7J&P.2  6J5i

:J&.5F < B&?(,* -*C>. -*C>. :A E37K %5(">A  &>7A 5@* B&?(,* -*C>. %$&'()* +,  5A HM &N O>P(7. % *QR

:J&.5FQR-&"K hJ* .$ *$ HM &N O>P(7. % * H.  !#Q. %&V !"#  $ B&?(,* lZF %y&A  &>7A E>LV* f+]V$-

:J&.5F 5R* :# EF* hJ* -c ET1 .+,&A. % *QRC>. 5A %5>@U; &.* $!, % !"# $ *< HM &N O>P(7 B&?(,* -*

:J&.5F -c +,&A :(,*+K HLK  !"# -c $&'()* :XF!; < +,  %*5A HM &N O>P(7. % *QR &J +,&A +>u. +K*!;

:A :J&.5F HK&./ hJ*5A&]A .$ *$ HL#  &>7A 5@* 5dJ$ H; &31H. HM &N O>P(7. % *QR5A �y<* :# +,&A +>u. +K*!; %*

 hJ* $*59* h>]jLV +]# $&nJ* �'q; < = &e.  !"# -c $*59* %*5A �&.<$ +]# $&nJ* B&?(,*  !"# -c $*59*

:J&.5F -c %*5A &V !"#  $ = !W hJ* 5>�  $ +],&A /&>K $ !. GK*$ < = &e. %* *$ +J&A HM &N O>P(7. % *QR

HLK -*+]t %5>@U;  !"# -c %$&'()* +, .* .+,&A :(,*$ +K*!; < HIJC>9 :J&.5F -*C>. E>F&7D h>A :7J&P.  $ &

 B&?(,* -*C>. a%$&'()* +,  5A B&?(,* -*C>.8/4 H. 5@* %$&'()* +,  5A 5(">A a5A*5A :J&.5F -*C>. &; $ *QR

H. -&"K $!N hJ* :# .HIJC>9 %&V !"#  $ %$&'()* +,  0+1 gI". :# +]V$G77  :ITA E7>K :J&.5F $!3K

 5V&. $*59* 0+1H. &V !"# :K!R hJ*  $:J&.5F < HIJC>9 :J&.5F 6J5i h>A :7J&P.  $ .+,&A O>P(7. % *QR

H. f+V&". HM &N:J&.5F -*C>. �y<* :# $!,:J&.5F /* 5(">A HIJC>9H. HM &N O>P(7. % *QRH. ET1 .+,&A-

:]>./ $!3L# +K*!;:J&.5F %*5A 0/y %&V  /* :(F$ hJ*  $ HM &N O>P(7. % *QR :J&.5F �&>K&@ .E7K*$ &V !"#

H. 5@* B&F -&LV  $ &V !"# /* :(F$ hJ*  $ HIJC>9:J&.5F :# HY&D  $ $ *QR B&F<$ &A HM &N O>P(7. % *QR

h>]jLV .5>NU; 67#  */&A 5A O#&D h>K*!) :t 5V < -*C>. $!, 5(">A  &#67# %&89 :A $< < H(qF :M $ <  &#

H. 5(">A C>K*59* hJ*5A&]A $!,H. O# HTN*$ �Y&N&K +>Y!; -*C>. < f+, &89 hJ* $ *< %5(L# $.$!,  

�N&, -*C>. :A :M!; &A67# %&89  $ -!K&) E>L#&D %&V <�N&, hJ*  $ -*5J* :3;  < -*5J*  $  &# &V

; ) :3137 %<5>K �*5N* < 0*+q(F*  $  :3;  a &#141  :3;  aHK&L(N&F :K*<5^ QN*48 :]JCV < -&./  $  /&�c

#67 < :3;  a &#113  :3;  a &3(1* QN* �N&,  $113 H. f+V&". (-* *+.&eF /* HJ&8) EJ&LD  $ -*5J* :# $!,

 :A67# %&89 5A h>K*!) +A :3;  {&\Y <EqF  &>7A %&V !"# �2CM ~ &#H. 5>R :M!; &A H95s/* +,&A :ZA*  :A

67# =* 5P. :3;  |I1 <H. %$&'()* +,  <  &# -*5J* EuR -*!;67# %&89 /* <%$&'()* +,  %*5A %+A  &#-

H.  *$ !N5A ~* .+,&A%&V$&eK r)*<  $ 67# %&89 ~ <5^ < +,  %*5A 0/y <.$ *+K $!M< -*5J*  $  &#  
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 �2CM -*5J* -!t h>]jLV %&V !"#G77 H. < 5>NU; f <$ pJ &A -*5J*  $ h>K*!) E>L#&D B&L1* hJ*5A&]A +,&A

:J&.5FHM &N O>P(7. % *QR H. �*!M 5>NU; f <$ <$ &A .+V$  

:AH. HT#  !s %&V !"#  $ h>K*!) E>L#&D +A -*C>. :EuR -*!;G77 :J&.5F -*C>. �y<* :# f+, �1&A 

:J&.5F -*C>. :# f+, �1&A �&>K&@ .+,&A O# &V !"# hJ* gN*$  $ HIJC>9 0+1 g>Y$ :A HM &N O>P(7. % *QR

-&]>Ls*5F E"R/&A %*5A $!M!. %&V  $ B&?(,* -*C>. :# f+, �1&A �&xY&@ .+V$ �*!M 5>NU; B&F <$ &A < O# :J&.

:3;  :# f+, �1&A h>]jLV .+,&A h>J&^  &>7A &V !"# /* :(F$ hJ* 67# %&89  $ &V !"# /* :(F$ hJ* <  $  &#

:3;  %&V !"#  $ %$&'()* +,  -*C>. ~5(7R hJ*5A&]A .$5>dA  *5) +A < h>J&^ %&VG77  &>7A .EF* O# 
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R)!S1  

1. ) +>LD aHL"J5A*1387a("Hn]F $&'()* HK&3."a -*5e; f&d"K*$ =* &"(K*  

2. ,*) -&R5e.  $&K < &i  +>LDa f$*/ �51387a("&(J$ gK&^ Hn]F $&'()*" -<&X; =&P>P\; :7F!. a

-*5e; f&d"K*$ 

3. ) h>7D +L\. aH]J5\A f$*/ h>7D1383 a("$ % *QR :J&.5F E>].* 5A 5@!. g.*!1-*5J*  " <$ a

 � a 0<$ f &L, a %$&'()* %&V &(7M :.&]T'9109-156  

4. a&i5>T1 aH]>.* ~ c HY<&>K )1390a("f5eA 5A  &# < 67# :A �<5N < $< < EY!eF =*5@* HF 5A % <

:XF!; B&D  $ 6q(]. %&V !"# %$ !. :XY&Z. :g.*!1 g#"  $*/c f&d"K*$ a+, * HF&], &# :.&K -&J&^

; +D*< aH.SF*C#5. -*5e  

5. 53#* HT1 +>F aH./ a < $*!M+L\. +>F aH./  ) H#5e, * &F1388a( " +,  5A %$&'()* %$*/c 5>@&;

HT1 HF 5A :*5R$&eK 6(I. $5IJ<  &A %$&'()*":Tn. aHLT1) :XF!; < GK*$ %- B&F (H"V<�^
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:56$8T 

 

Test cross-section fixed effects 

 

Redunda

nt Fixed 

Effects 

Tests 

 
Pool: 

FIXED   

Effects Test Statistic   d.f.  Prob.  

Cross-section F 

839.51075

8 (18,71) 0.0000 

     

Cross-section fixed effects test equation:  

Dependent Variable: LOG(GDP?)   

Method: Panel EGLS (Cross-section weights)  

Date: 06/24/12   Time: 12:42   

Sample (adjusted): 2006 2010   

Included observations: 5 after adjustments  

Cross-sections included: 19   

Total pool (balanced) observations: 95  

Use pre-specified GLS weights   

White cross-section standard errors & covariance (d.f. 

corrected) 

WARNING: estimated coefficient covariance matrix is of 

reduced rank 

Variable 

Coefficien

t Std. Error t-Statistic Prob.   

C 5.2307320.384098 13.61823 0.0000 

LOG(EMP?) -0.0258350.021181 -1.2197320.2258 

LOG(CAP?) 0.7537300.029417 25.62202 0.0000 

RUL?(-1) 0.0029130.000545 5.346622 0.0000 
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DB? 7.10E-050.000325 0.218259 0.8277 

LOG(FDI?(-2)) -0.0048550.008372 -0.5798870.5635 

 Weighted Statistics   

R-squared 0.806688

    Mean dependent 

var 

32.1677

8 

Adjusted R-

squared 0.795828    S.D. dependent var

10.6400

5 

S.E. of regression 0.420099    Sum squared resid 

15.7070

2 

F-statistic 74.27916    Durbin-Watson stat

0.03435

6 

Prob(F-statistic) 0.000000   

 Unweighted Statistics  

R-squared 0.819495

    Mean dependent 

var 

25.4541

0 

Sum squared resid 12.47493    Durbin-Watson stat

0.02728

9 
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Correlated Random Effects - Hausman Test  

Pool: FIXED    

Test cross-section random effects  

Test Summary 

Chi-Sq. 

Statistic 

Chi-Sq. 

d.f. Prob.  

Cross-section random 22.5825915 0.0004 

     

Cross-section random effects test comparisons: 

     

Variable Fixed   Random  Var(Diff.)  Prob.  

LOG(EMP?) 0.8098170.344935 0.027284 0.0049 

LOG(CAP?) 0.1380200.214719 0.000281 0.0000 

(RUL?(-1)) 0.0039450.004905 0.000000 0.1270 

DB? -0.000119-0.0001360.000000 0.6814 

LOG(FDI?(-2)) 0.0189590.027822 0.000018 0.0359 

     

Cross-section random effects test equation:  

Dependent Variable: LOG(GDP?)   

Method: Panel Least Squares   

Date: 06/24/12   Time: 12:43   

Sample (adjusted): 2006 2010   

Included observations: 5 after adjustments  

Cross-sections included: 19   

Total pool (balanced) observations: 95  

Variable 

Coefficien

t Std. Error t-Statistic Prob.   

C 13.247591.532234 8.645931 0.0000 

LOG(EMP?) 0.8098170.180990 4.474369 0.0000 

LOG(CAP?) 0.1380200.045692 3.020682 0.0035 

RUL?(-1) 0.0039450.001337 2.949771 0.0043 
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DB? -0.0001190.000291 -0.4082720.6843 

LOG(FDI?(-2)) 0.0189590.009332 2.031523 0.0459 

 Effects Specification   

Cross-section fixed (dummy variables)  

R-squared 0.998737

    Mean dependent 

var 

25.4541

0 

Adjusted R-

squared 0.998328    S.D. dependent var

0.85745

4 

S.E. of regression 0.035066    Akaike info criterion

-

3.64910

1 

Sum squared resid 0.087304    Schwarz criterion 

-

3.00391

1 

Log likelihood 197.3323

    Hannan-Quinn 

criter. 

-

3.38839

6 

F-statistic 2440.613    Durbin-Watson stat

0.92992

6 

Prob(F-statistic) 0.000000   
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Dependent Variable: LOG(GDP?)   

Method: Pooled EGLS (Cross-section weights)  

Date: 06/24/12   Time: 12:45   

Sample (adjusted): 2006 2010   

Included observations: 5 after adjustments  

Cross-sections included: 19   

Total pool (balanced) observations: 95  

Linear estimation after one-step weighting matrix 

White cross-section standard errors & covariance (d.f. 

corrected) 

WARNING: estimated coefficient covariance matrix is of

reduced rank 

Variable 

Coefficien

t Std. Error t-Statistic Prob.   

C 9.4145260.969514 9.710560 0.0000 

LOG(EMP?) 1.0196610.062341 16.35630 0.0000 

LOG(CAP?) 0.2150700.032503 6.616970 0.0000 

RUL?(-1) 0.0024840.000533 4.656715 0.0000 

DB? -0.0001488.77E-05 -1.6919270.0950 

LOG(FDI?(-2)) 0.0073090.001875 3.898599 0.0002 

Fixed Effects 

(Cross)     

_ALG—C -0.053821   

_ARG—C 1.163930   

_BAN—C -1.772855   

_COL—C 0.232141   

_DOM—C 0.857574   

_EGY—C -0.130446   

_IND—C -1.920893   

_INDO—C -1.216988   

_IRA—C -0.242673   

_MOR—C -0.089990   

_PER—C 0.103411   
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_SAU—C 1.272737   

_SIN—C 2.157784   

_THA—C -0.504056   

_TUN—C 0.664001   

_URU—C 1.552409   

_VEN—C 0.786650   

_VIE—C -1.688020   

_PAK—C -1.170894   

 Effects Specification   

Cross-section fixed (dummy variables)  

 Weighted Statistics   

R-squared 0.999096

    Mean dependent 

var 

32.1677

8 

Adjusted R-

squared 0.998803    S.D. dependent var

10.6400

5 

S.E. of regression 0.032165    Sum squared resid

0.07345

4 

F-statistic 3411.578    Durbin-Watson stat

1.17003

5 

Prob(F-statistic) 0.000000   

 Unweighted Statistics  

R-squared 0.998594

    Mean dependent 

var 

25.4541

0 

Sum squared 

resid 0.097197    Durbin-Watson stat

0.80174

3 
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