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ABSTRACT

This study has three objectives: (1) to study and review the structure of the
Revenue Department taxes systems , (2) to analyze the contribution of Revenue Department
taxes on the country’s overall revenue performance, and (3) to analyze the contribution of
Revenue Department taxes on economic stability.

Secondary data on personal income tax, corporation income tax , value added tax,
and total Revenue Department taxes from the annual tax collection reports and GDP data
compiled by the National Economic and Social Development Board of the years 1987 - 2001
were used in this study. For the first objective, simple tax ratios were calculated to indicate
structural changes of the proposed taxes in the overall tax revenue. For the second objective
tax buoyancy was used to estimate tax performance of the four types of taxes. For the third
objective, indices of tax elasticity was used to analyze their stability capability.

The results of the study show that valued added tax accounted for the highest

proportions in total Revenue Department taxes and as well as in GDP, followed by corporate



income tax and personal income tax respectively. The ratios of corporate income tax in GDP
were found to ﬂuctuéte according to fluctuations in economic activities. For personal income tax,
its ratios in GDP were foun(.i to increase slightly. Besides, the proportion of valued added tax
compared with the GDP tended to be stable with economic expansion but found to increase
during the time of economic contraction. This was because value added tax rate was increased
from 7 to 10 percent during the economic recession in order to raise government’s revenue
enough to cover public expenditures.

For the tax buoyancy study, the results found that all types of taxes under study
including the overall Revenue Department taxes had buoyancy coefficients higher than 1. This
means that the structure of Revenue Department taxes have good revenue performance . The
best performing tax was valued added tax.. The second and the third best performing were
corporate income and personal income, respectively.

As for the tax elasticity study, all types of taxes were found to have tax elasticity
coefficients greater than 1, This means that the structure of the Revenue Department taxes had
automatic stabilizers built in them. Value added tax was found to be the most stabilising one,

followed by corporate income and personal income, respectively.



