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ABSTRACT

This study examined the contribution of tax revenues to economic growth and the
economic factors affecting the tax revenue of Asian countries. It used the panel data of 33
Asian countries over 1990-2008 period covering 18 longitudinal points. Panel unit roots test
was performed to assure the data series’ stationary. The weighted GWW estimation method
was then applied to determine the relationship between tax revenues and GDP growth and the
effects of various economic factors on tax revenues.

The results of panel unit roots test by Im Pesaran and Shin method indicated all
variables under study were stationary at the levels data. The findings from the econometric
model application revealed there established the relationship between tax revenues and
economic growth. Both public expenditure and public revenues from tax and non-tax origins
were also found to affect economic growth. Specifically, a one percent increase in GDP share
of value added tax and excise tax revenues customs duties and specific business tax revenues,
public consumption, and public research and development expenditure would lead to the

increases in GDP growth by 0.28, 0.18, 0.01 and 0.30 % respectively. Meanwhile a one percent



increase in GDP share of corporate income, profits and marginal capital gain tax revenues
would cause the GDP growth rate to reduce by 0.30%. There found no statistically significant
relationship existed between GDP share of non-tax government revenues nor public
expenditure and GDP growth.

The investigation also found the inflation and labor participation rates contributed
positively to tax revenues. On the contrary the increase in government’s non-tax revenues,
value-addition in the agricultural sector, import and export values of goods and services would
cause a reduction in tax revenues. By decomposition into different tax bases, the study revealed
that different economic parameters had effects in varying natures on the tax revenues.
Specifically, the increase in the per capital income growth rate would lead to the increase in
public revenues from customs duty and specific business tax while cause the decrease in
revenues from corporate profits and marginal capital gain tax. The value addition in the
industrial sector would result in the increases in public revenues from value-added tax and
excise tax as well as customs duty and specific business tax. Meanwhile, the increase in value
addition in the agricultural sector would generate the decreases in government’s revenues from

corporate profits and marginal capital gain tax and the customs duty and specific business tax.



