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Abstract 
The article aims to assess the impact of factors on the total tax revenue of Southeast Asian 

countries. On the basis of secondary data sources collected from the World Bank and agencies in 

the period 2000-2019 of 10 Southeast Asian countries and using the GMM difference estimation 

method. The GMM difference estimation results show that the variables of income per capita, trade 

openness, and increased share in agriculture, political rights, and civil liberties have a positive 

effect on tax revenues. This result is consistent with previous studies and suggests governance 

implications for leaders implementing policies to increase tax revenue in these countries. 
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1. Introduction 

      In Southeast Asian countries, taxes are an important source of revenue and 

account for a major proportion of total state budget revenue. In addition to its role as 

the main source of state budget revenue, taxes are also an effective support tool for 

the State to operate the macro-economy, which is mainly used to finance 

expenditures. The main purpose of the State budget is to ensure income distribution 

and social justice. Therefore, it is necessary to identify the factors affecting the tax 

revenue of the country. There are many empirical studies around the world, focusing 

on the factors affecting tax revenue through the use of diverse approaches such as 

(Gupta, 2007); Bird and Vazquer, 2008; Castro and Ramírze, 2014) use panel data 

to analyze the factors that affect tax revenue in a group of countries. In Vietnam, Su 

Dinh Thanh et al (2014) used time series data to propose measures to reform 

Vietnam's tax system; Bui Thi Mai Hoai and Nguyen Thanh Hung (2015) studied 

the factors affecting tax revenue in middle-income countries. However, most of 

these studies focus on a group of countries or a region and this will have certain 

limitations because each country has different natural and socio-economic 

conditions, so analysis results easily lead to homogeneity between countries. On that 

basis, this study aims to identify the factors affecting tax revenue in Southeast Asian 
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countries in the current period in order to propose recommendations to contribute to 

improving tax revenue, contribute to socio-economic development. 

2. Research overview 

2.1 Overview of related studies 

Castro and Ramize, D (2014) studied the factors affecting tax revenue in 12 

Middle Eastern countries from 1990-2003. Research results show that inflation has a 

positive impact on tax revenue, GDP per capita negatively affects tax revenue; the 

factors that contribute to the agricultural sector, trade openness and corruption do 

not affect tax revenues. Lucia MIHÓCOVA et al. (2015) “Factors affecting tax 

income in Visegrad countries.  An empirical evidence based on regression analysis”. 

The paper provides evidence of the latest empirical studies on domestic and foreign 

sources determining tax revenue in Visegrad countries. The income tax is an 

important source of governmental budget that is affected by a numerous economic, 

social, and political factors, whereby the degree of the influence may vary according 

to the intensity of the relation between variables. We apply OLS regression to 

identify and evaluate the relationship between exogenous determinants and income 

tax revenue, estimate the model's tested parameters and validate the theory of the 

relationship correlation in Visegrad countries in the period 2000-2013. The 

regression model results indicate differences in statistical significance determinants 

in the Visegrad countries, while at the same time correspond with existing 

investigations and findings of other authors. 

Aneyew (2016) uses quantitative analysis to study the factors affecting tax 

revenue of Ethiopia in the period 1975-2013. Research results have shown that the 

factors affecting tax revenue include: added value of industrial zones, GDP per 

capita has a positive impact on tax revenue; the inflation rate has a negative impact 

on tax revenue; the value added variable of the agricultural zone alone, the 

percentage of budget spending on education has no impact on tax revenue. 

Bui Thi Mai Hoai and Nguyen Thanh Hung (2015) used quantitative research 

methods to assess the impact of factors on tax revenues in countries with high tax 

rates average income in the period 2000 - 2013, namely economic factors, structure, 

institutions and society. Research results show that countries with high GDP per 

capita, large trade openness, and guaranteed political rights are likely to collect 

higher taxes; the factors of foreign direct investment, the growth rate of the 

industrial sector, education level, average life expectancy and infant rates had no 

impact on tax revenues. And Phan Anh et al (2021) stated tax rate influence business 

risk. 

Le Hoang Phong, Nguyen Thai Son (2015) used regression model to analyze 

the impact of foreign direct investment and international trade on tax revenue of 

Vietnam in the period 1990-2014. Research results show that foreign direct 

investment and exports have a negative impact on tax revenue; Import variables 

have a positive impact on tax revenue. 
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2.2 Factors affecting tax revenue 

According to Castro & Ramírez, 2014), tax revenue is influenced by factors: 

economy, structure, institutions and society. These factors are described through the 

following main variables:  

Level of economic development: This factor is usually measured by GDP per 

capita. The higher the GDP per capita, the higher the demand for goods and services 

in general and public goods and services in particular; In addition, high GDP per 

capita increases the tax payment capacity of society. Hence, the amount of tax 

collected will increase (Fox & Gurley, 2005). Trade openness: This factor is 

reflected in the total value of imports and exports compared to GDP. In developed 

countries, taxes on international trade are also an important source of revenue and 

have a positive impact on tax revenues because when trade is expanded, the 

competitiveness of the economy increases, so more taxes can be collected. On the 

contrary, when the economy is opened, the import tax rates tend to decrease 

gradually and the removal or restriction of the use of trade barriers causes negative 

impacts on tax collection (Baunsgaard & Keen, 2010) 

Foreign Direct Investment (FDI): this variable has a positive effect on tax 

revenues because countries can create tax incentives to attract foreign investment 

flows (Cassou, 1997; Martín-Mayoral & Uribe, 2010). And according to (Gugler & 

Brunner, 2007), this factor can also have a positive effect, because FDI inflows 

increase the country's competitiveness and increase the tax base. 

Agricultural Value Added (ARG): economic activities in the agricultural 

sector are more difficult to tax, especially in middle-income countries, production is 

often organized on a small scale, so it is difficult to manage and control. Therefore, 

this factor has a negative impact on tax revenue (Gupta, 2007; Castro & Ramírez, 

2014). 

Industrial sector value added (IND) can have a positive impact on tax 

revenues because taxes are more easily levied on industrial companies and their 

productive capacity can generate income much more taxable than agriculture 

(Eltony, 2002). 

Degree of democracy and civil liberties: This factor is usually measured 

through the index of political rights and the index of democratic freedom. In 

countries with a high degree of democracy and freedom, taxpayers become more 

willing to tax-related issues, in other words, people will voluntarily comply with 

taxes and less tax evasion. Hence, the amount of tax collected will be higher (Castro 

& Ramírez, 2014). 

Education level: A country with a high level of education has quality human 

resources, more specialized technical expertise, and more sophisticated production 

methods, so it increases production efficiency and can increase tax revenue. 

Furthermore, the education system was strengthened with a focus on social welfare, 
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leading to people having a higher awareness of the benefits of taxes. Therefore, 

education level has a positive effect on tax revenue (Castro & Ramírez, 2014). 

Life expectancy of the population: This factor on the one hand has a positive 

impact on tax revenue, because they are related to the level of development and 

social security. Furthermore, people with higher social security and greater access to 

health services are likely to improve their productivity and increase economic 

activity (Castro & Ramírez, 2014). On the other hand, the life expectancy variable 

can also have an adverse effect on tax revenues, because when the population has a 

higher average age, the proportion of people who retire is higher, therefore the 

proportion of the population paying taxes will be lower (Svejnar, 2002). 

Infant mortality rate: In high-income countries, high levels of development 

often have low infant mortality rates. Thus, the infant mortality rate is negatively 

related to tax revenue. 

 

3. Data and research model 

3.1 Research data 

The study uses panel data of 10 countries for the period from 2000 to 2019. The 

selected countries are Singapore, Bruney, Cambodia, Indonesia, Lao, Myanmar, 

Malaysia, Philippines, Thailand, and Vietnam. 

Research data on tax revenue, GDP, Trade, FDI, ARG, IND, education level, 

average life expectancy, and infant mortality rate are collected from the World Bank 

- World Developing Indicators. 

Data on the Political Rights Index (POLRIG) and the Civil Liberties Index 

(CIVLIB) are collected from Freedom House 

3.2 Research model 

Based on the study of Castro and Ramírez (2014), group of authors applied 

estimation methods to assess the impact of economic, structural, social and 

institutional factors on tax revenues of Southeast Asian countries for the period 

2000–2019. The fixed effects panel data model has the following form: 

TAXREVit = it + t + 1GDPit +   2 TRADEit +  3FDIit + 4ARGit +   

5INDit +    6POLRIGit +     7CIVIBit +   8SCHTERit +   9LIFEEXPit +   

10INFMORit +   it 

TAXREV: Dependent variable - represents tax revenue, measured as a ratio 

(%) of total taxes collected during the year to GDP; 

GDP: Representing the level of development of the country, as measured in 

Logs of GDP per capita, with GDP in 2005 USD fixed prices; 

TRADE: Trade openness, measured by total import and export turnover 

relative to GDP; 

FDI: Foreign direct investment, measured as a percentage of net FDI inflows 

attracted to GDP; 
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ARG: The proportion of added value of the agricultural sector; and IND: 

Value added share of industry, these indicators are collected from WDI statistics 

over the years; 

POLRIG: The Political Rights Index represents a country's degree of 

democracy, and CIVLIB: An Index of civil liberties such as freedom of speech, 

freedom of assembly and freedom of religion. These two variables are measured on 

a scale of 1 to 7 (1 corresponds to the highest level and 7 is the lowest level) 

collected from the database (Freedom House, 2013); 

SCHTER: Educational attainment, as measured by the university enrollment 

rate; 

LIFEXP: Average life expectancy according to WDI statistics over the years; 

INFMOR: infant mortality rate that is measured by the number of deaths of 

children under 1 year of age per 1,000 births. 

Table 1: Statistical description of variables in the model 

Variable Sources 
Number of 

observations 

The 

averag

e value 

 

Variance 

The 

Smallest 

value 

The 

greatest 

value 

TAXREV  
WDI, 

OECD  
200 11,78 5,10 1.74 22,30 

GDP  WDI  200 7,97 1,56 3,1 11,09 

TRADE  WDI  200 1,286  1,06 0,002 5,2 

FDI  WDI  200 5,348  5,93 -2,75 28,59 

ARG  WDI  200 15,579 12,40 0,02 57,23 

IND  WDI  200 36,205  12,85 9,69 74,11 

POLRIG  
Freedom 

House 
200 5,097  1,65 2 8 

CIVLIB  
Freedom 

House 
200 4,632  0,80 3 6 

SCHTER  WDI  200 29,97 22,01 2,38 89 

LIFEEXP  WDI  200 70,99 5,78 58,43 83,15 

INFMOR  WDI  200 15,34  10,54  0,9 38 

 

4. Research results and discussion 

First, the model uses Hausman test (Baltagi, 2008; Gujarati & Porter, 2008) with the 

hypothesis H0 that there is no correlation between the characteristic error of the 

objects and the explanatory variables in the model and selected the model estimated 

by the fixed effects method (FEM).  

Estimation results (Fix Effect Model - FEM) and Hausman test are presented in 

columns 1, 2, Table 2. 

Hausman test shows that p-value = 0.000 < 5% so the null hypothesis H0 is rejected, 

meaning there is no correlation between the error and the explanatory variables or 
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the fixed effect estimate is more appropriate than the random effect estimate. 

Therefore, continue to use the heteroskedasticity (Heteroskedasticity) test. 

and using the differential GMM (DGMM) estimate (Arellano & Bond, 1991) 

proposed by Holtz - Eakin, Newey & Rosen (1988) used to estimate the dynamic 

model (2). In this model, the previous period's tax collection has an impact on the 

next period's tax revenue. The results of dynamic model estimation by differential 

GMM are presented in columns 3 and 4 of table 2. 

 

Table 2: Estimation and test results 

Variable 
FE Dif- GMM 

COEF P=value COEF P=value 

TAXREV(-1)    0,497 0,005*** 

TAXREV(-2)    -0.015 0,919 

GDP  0,071 0,824 1,127 0,011** 

TRADE  1,278 0,001*** 1,851 0,000*** 

FDI  0,056 0,154 0,025 0,321 

ARG  -0,168 0,705 -0,091 0,053* 

IND  0,002 0,967 -0,035 0,309 

POLRIG  0,561 0,129 0,499 0,035** 

CIVLIB  -0,877 0,005*** -0,316 0,071* 

SCHTER  -0,057 0,068* -0,015 0,626 

LIFEEXP  0,164 0,249 -2,239 0,093* 

INFMOR  -0,096 0,037** -0,005 0,931 

Cons  2,209 0,831   

Obs  200 170 

Heteroskedasticity 

test  
0,000***    

Hausman test  0,000***    

AR(2) test    1 

Sargan test    0,835 

 

(*), (**) and (***) at the 10%, 5% and 1% significance levels, respectively. 

The results of dynamic model estimation by differential GMM in the above table 

show that: GDP per capita has a positive impact on a country's tax revenue at the 5% 

level of significance (p = 0.011). This result is consistent with initial expectations 

and is also consistent with previous studies. 

Next, the openness of the economy is the total trade turnover (TRADE) which has a 

positive impact with the significance level of 1% (p = 0.000). This result is similar 

to the studies of Piancastelli (2001); Gupta (2007); Profeta and Scabrosetti (2010); 

Dioda (2012), Bui Mai Hoai (2015). The international trade activities of countries in 

the region bring high profits to these economies, mainly through the export of 
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goods. Trade openness reduces barriers, promotes and facilitates import and export 

activities, thereby increasing production and creating more revenue for the budget. 

For the variable the proportion of value added in agriculture (ARG) has a 

negative impact at the significance level of 10% (p = 0.053), this result is also 

consistent with the initial expectation and is consistent with most of the results. 

Previous research. In fact, activities in the agricultural sector are more difficult to 

tax, especially in low and middle income countries such as in Southeast Asian 

countries, production is often organized on a small scale, making it difficult to 

manage and control (Gupta, 2007; Castro & Ramírez, 2014) and in these countries 

agriculture is still the dominant industry and governments have always given high 

priority to agricultural development to ensure food security, they have introduced 

many policies to encourage agriculture such as tax reduction which leads to a 

decrease in tax revenue from agriculture. 

The variable representing political rights (POLRIG) has a positive effect at 

the 5% level of significance (p = 0.035), which is also consistent with the actual 

situation of Southeast Asian countries, where The institutional framework is 

gradually being improved, the administrative management of revenue is getting 

tighter and tighter. The effect of the variable representing civil liberties (CIVLIB) is 

negative at the 10% significance level (p = 0.071). This implies that when 

democratic freedoms are not fully expressed and/and education level is low, it will 

negatively affect tax revenue. 

  The mean life expectancy has a negative effect at the 10% significance level 

(p = 0.093). This means that other things being equal, the longer the life expectancy 

of the people, the less the national income tax. 

Variables FDI, IND, SCHTER, INFMOR have no statistical significance in the 

model. This means that other things being equal, total government tax revenue does 

not change with foreign direct investment, the proportion of industry in GDP, 

education level, and infant rate. This is not consistent with previous studies. For the 

variable FDI, which has no statistical significance, it may be because countries in 

the region have many policies on tax exemption, reduction, and tax incentives to 

attract foreign direct investment; the coefficient of industrial density variable (IND) 

is not statistically significant, this result is contrary to the original expectation, 

contrary to the study of Bird and Martinez-Vazquez (2008) but consistent with some 

previous studies (Piancastelli, 2001; Gupta, 2007; Profeta & Scabrosetti, 2010; 

Dioda, 2012); The variable educational level is not statistically significant in the 

model. When people's intellectual level is improved, it will contribute to raising the 

income of individuals in particular and society in general; thereby increasing tax 

revenue for the state budget. However, in this study, the educational level variable 

does not determine the government's tax revenue. In addition, the results of AR (2) 

test with p value = 1 > 5% significance level, so the hypothesis that the model has 

autocorrelation at first difference is rejected. The Sargan test results show that the p-

value of the Sargan statistic is 0.835, which is much larger than the significant level. 
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Therefore, it can be concluded that the instrumental variables used in the model are 

suitable and do not have endogenous phenomena. 

 

5. Conclusion and policy implications 

5.1 Conclusion 

This paper examines the effects of variables GDP per capita, Trade Openness, 

Foreign Direct Investment, The value-added share of the agricultural sector, Index 

of political rights, Index of civil liberties, Education level, Average life expectancy, 

Infant mortality to total tax revenue in Southeast Asian countries 2000-2019. The 

GMM difference estimation results show that the variables of income per capita, 

trade openness, the share of value added in agriculture, political rights, and civil 

liberties have a positive effect on tax revenues. This result is consistent with 

previous studies and is consistent with the socio-economic situation of Southeast 

Asian countries when the education level in these countries is not high. 

5.2 Policy Implications 

The factor of per capita income: Southeast Asian governments need to take 

measures to increase per capita income, thereby increasing government tax revenue. 

Continue to consistently implement the goal of strengthening macroeconomic 

stability, controlling inflation, and achieving high growth. Actively and flexibly 

operating monetary policy instruments, closely and synchronously with fiscal 

policy. 

Reduce interest rates reasonably, strive to achieve credit growth. 

Focus on removing difficulties for production and business, develop the 

market, increase purchasing power, and promote the consumption of goods. 

 Promote administrative reform, improve the efficiency of state management, 

and strengthen the fight against corruption and waste.  

Strengthen national defense and security, ensure social order and safety; 

improve the efficiency of foreign affairs.  

Trade Openness: Trade openness represents a country's integration into 

international trade. Therefore, the governments of countries in the region should pay 

attention to the design of a roadmap for international economic integration, this not 

only increases the tax revenue for the government but also increases the growth rate 

of the economy. 

Value added ratio in agriculture: This variable has a negative effect on the income 

tax of countries. Therefore, countries in the region need to reduce the share of the 

value of the agricultural sector, at the same time, it is necessary to develop a high-

tech agricultural industry to the value of this industry. 

Political rights, civil liberties: this variable has a positive effect on the tax 

revenue of countries in the region. So these countries need to expand civil liberties, 

at the same time, improve the people's intellectual level and sense of community in 

order to contribute to the increase in tax revenue. 
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