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ABSTRACT

The purpose of this study was to examine the relationship between tax revenue and the
economic growth of Thailand by using the following economic variables between tax revenue and
GDP from the first quarter, 1993, to fourth quarter, 2005. The econometric methods applied in
this research were Cointegration, Error Correction Mechanism (ECM) and Granger causality.

Both variables, i.e. GDP and tax revenue, had the same order of integration according to
the unit root test, I(1) process at the 1% level. Regarding the Cointegration test, the results
indicated that GDP and tax revenue had a bi-direction relationship in the long term. Also, the
Error Correction Mechanism (ECM) test showed that GDP, as an independent variable and tax
revenue as a dependent one had a short term relationship. However, in the case of GDP being a
dependent variable and tax revenue an independent one, no short term relationship was seen. In

addition, the Granger causality test showed that both variables had a bi-direction relationship.



