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This report was generated autonomously by an AI replication pipeline for the “Does Empirical Finance
Replicate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and
methods described below. Individual replications may contain mistakes. Treat the numbers as estimates to be
checked, not as a verdict on the original paper. Original article: doi:10.1016/j.jfineco.2006.05.005.

1 Summary

1.1 The Paper

Desai, Dyck, and Zingales ask how corporate governance changes the revenue consequences of corpo-
rate taxation. They combine evidence from Russian tax enforcement events with an unbalanced country
panel that runs from 1979 through 1997. Their main cross-country specification regresses log corporate
tax revenue on the statutory tax rate and on the interaction of that rate with private benefits of control.
Country fixed effects and country-specific GDP slopes absorb level and growth differences. The paper
finds the interaction significantly negative, which implies that tax increases collect less revenue where
insiders can divert more corporate resources.

1.2 Replication Findings

This replication estimates the paper’s core Table 5 Panel A column 1 specification on current historical
IMF Government Finance Statistics data from 1980 through 1997. The interaction remains negative
at −0.7456, but its clustered standard error is 2.8911 and its t statistic is −0.2579. The paper reports
−6.0502, standard error 2.2017, and implied t = −2.7480. The current-vintage design therefore does not
reproduce the paper’s statistical strength. Extending the same specification to 1998 through 2022 gives
−2.3838, standard error 5.6475, and t = −0.4221, which the predetermined directional rule classifies as
inconclusive.
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2 Data

The paper uses IMF Government Finance Statistics corporate tax revenue, IMF International Financial
Statistics GDP, University of Michigan OTPR statutory rates, and Dyck and Zingales control premia. Its
target regression contains 458 country-years in 31 countries from 1979 through 1997 and excludes major
oil exporters.

The replication draws annual corporate-income-tax revenue from the current IMF GFS Statement of
Operations. The query fixes sector S1321, corporate-income-tax indicator G1112_T, domestic-currency
transformation XDC, and annual frequency, and it converts observations to their IMF reporting units
with the published scale metadata. Tax Foundation’s historical statutory-rate panel replaces the unavail-
able OTPR extract and preserves the same top-rate construct. Dyck and Zingales Table III supplies the
time-invariant control premia. World Bank WDI nominal GDP in current local currency replaces IFS
GDP. ISO alpha-3 codes and calendar years link the sources.

The main sample covers 1980 through 1997 because the public rate file begins in 1980. It contains 363
country-years and 28 countries after requiring positive revenue and GDP, nonmissing rates and premia,
and applying the oil-exporter restriction. The out-of-sample panel contains 665 country-years and 31
countries from 1998 through 2022.

3 Methodology

For country c and year t, the dependent variable is

yct = log
(

GFS corporate income tax revenuect
10GFS scalec

)
.

The reporting scale is constant within every country in the extract. The target regression includes the
decimal statutory tax rate and the product of that rate with the decimal private-benefits measure. It
absorbs country fixed effects and permits a separate coefficient on log nominal GDP for every country.
Standard errors cluster by country with a finite-sample correction.

Key differences from the paper. The current rate panel loses 1979. Current historical GFS incorporates
later reclassification and does not reproduce the paper’s unpublished extraction vintage. Tax Foundation
rates replace OTPR. WDI GDP replaces IFS GDP. These source differences reduce the matched sample
and can alter measurement and precision. The replication does not exclude countries merely because
the paper’s older GFS vintage lacked observations.

The temporal extension holds the construction, specification, exclusions, and inference rule fixed, then
re-estimates all coefficients on 1998 through 2022. A negative interaction with a two-sided clustered p
value below 0.05 confirms the directional claim. A significant positive interaction reverses it. All other
outcomes are inconclusive.
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4 Results

4.1 Table 5 Panel A Column 1

Table 1: Corporate Tax Revenue Regression
Paper Replication

Variable Coefficient t Coefficient t

Marginal tax rate 1.2627 2.1937 0.4589 0.4848
Rate × private benefits −6.0502 −2.7480 −0.7456 −0.2579

Observations 458 363
Countries and clusters 31 28
Window 1979–1997 1980–1997
Fixed effects Country and country-specific log GDP slopes
Inference Standard errors clustered by country

Notes. Paper t statistics equal the published coefficients divided by their published standard errors. Replication
clustered standard errors are 0.9465 and 2.8911 in row order.

The tax-rate coefficient remains positive but falls from 1.2627 to 0.4589. Its t statistic falls from 2.1937 to
0.4848. The governance interaction also preserves the paper’s sign, but its magnitude falls from −6.0502
to −0.7456 and its t statistic falls from −2.7480 to −0.2579. The current-vintage estimate therefore does
not establish that private benefits weaken the revenue response.

The unavailable vintages provide concrete reasons for the loss of precision. Current GFS historical
reclassification changes country coverage and may change the boundary of central-government revenue.
The replacement rate panel changes historical observations and omits 1979. The replication sample has
21 percent fewer country-years than the paper, while several countries contribute only short histories.
These differences reduce within-country rate variation and weaken the interaction test.

4.2 Temporal Extension

Table 2: Post-1997 Directional Test
Variable Coefficient SE t

Rate × private benefits −2.3838 5.6475 −0.4221

Observations 665
Countries and clusters 31
Window 1998–2022
Fixed effects Country and country-specific log GDP slopes
Inference Standard errors clustered by country
Decision Inconclusive

The extension preserves the negative sign but produces p = 0.6730. It neither confirms nor reverses the
directional claim under the declared rule. Later statutory rates average 0.2856, compared with 0.4132 in
the main sample, and the governance measure remains fixed at values estimated from much earlier
control-block transactions. Both features weaken the later interaction test.
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5 Conclusion

This replication tests the paper’s main cross-country claim with current public data. It preserves the
claimed direction in both the paper-era reconstruction and the later extension, but neither estimate
is statistically precise. Exact numerical replication requires the original OTPR file, the legacy GFS
extraction, and the unpublished country-year sample.
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