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Revenue and Tax Effort Analysis in
ASEAN Countries, 2010-2019°

I. INTRODUCTION

The ability of a country to generate robust revenue helps sustain its economy and
allows its national government (NG) to provide public goods and services. Thus, as economic
development demands higher expenditure on public infrastructure, education, health, and
social protection, many countries all over the world exert efforts in raising government revenue
by relying mainly on taxation, apart from non-tax sources. In view thereof, these countries
continuously pursue improving the productivity of their tax system through tax policy reforms
and efficient tax administration.

This paper analyzes the performance of member countries of the Association of
Southeast Asian Nations (ASEAN) in terms of tax and revenue efforts or the ratios of tax and
total revenues to gross domestic product (GDP)' from 2010 to 2019. The ASEAN, of which
member-countries are perceived to have relatively comparable patterns of public finance and
system of taxation, includes the Philippines, Brunei Darussalam, Cambodia, Indonesia, Lao
People’s Democratic Republic (PDR), Malaysia, Myanmar, Singapore, Thailand, and
Vietnam.

This study presents statistics on government revenues of each ASEAN-member
country to give insights mainly on the similarity and diversity of the tax revenue sources of
these countries. The results of this study would be useful to fiscal policymakers, tax
administrators, researchers, and other interested parties in their respective undertakings.

II. REVENUE STRUCTURE AND PERFORMANCE OF INDIVIDUAL COUNTRIES

This study employed the revenue classification of the Government Finance Statistics
(GFS) framework developed by the International Monetary Fund (IMF). In the GFS, revenue
is comprised of taxes, social contributions, grants, and other revenues. For this study, the data

" Prepared by Mariane Daiseree P. Mojica, Statistician I1I, reviewed and approved by Jonah P. Tibubos,
Statistician V, Tax Statistics Staff.

' The tax and revenue efforts are based on the GDP rather than the gross national income (GNI). The
preference of GDP over GNI, as the basis of the ratio, was deemed appropriate since the GDP excludes the “net
factor income from abroad”, which is generally not taxable in the receiving countries.
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gathered focuses on tax revenue and non-tax revenue, excluding grants and social
contributions.

In the GFS, taxes are classified into six major categories: (1) taxes on income, profits,
and capital gains; (2) taxes on payroll and workforce; (3) taxes on property; (4) taxes on goods
and services; (5) taxes on international trade and transactions; and (6) other taxes. Other taxes
include revenue from taxes levied predominantly on a base or bases not elsewhere classified
and unidentified taxes. Taxes on payroll and workforce were also excluded since no ASEAN
member country recorded such data.

Indonesia, Myanmar, Singapore, and Thailand reported revenue data from the general
government while the Philippines, Cambodia, Lao PDR, and Malaysia, from the central
budgetary government. Data on the general government is usually identified as best suited to
macroeconomic perspectives since this aggregate covers the overall magnitude of government
operations. Data on Brunei Darussalam was sourced directly from its Ministry of Finance and
Economy while data on Vietnam was sourced from the Asian Development Bank since the
two lacked GFS data from the IMF.

A. Philippines

The NG revenue of the Philippines showed a consistently increasing trend
from 2010 to 2019, registering an annual average revenue of P2.04 trillion. Of this
amount, 90% (P1.84 trillion) came from taxes, while 10% (P205 billion) came from
non-tax sources, indicating that the country relies heavily on taxes for its revenue
requirements.

Among the components of tax revenue, taxes on income, profits, and capital
gains contributed the biggest average share of about 40% annually; followed by
taxes on goods and services, 26%; taxes on international trade and transactions,
19%; other taxes, 4%; and taxes on property, less than 1%.

The tax effort of the Philippines has steadily increased from 12% in 2010
to 15% in 2019, averaging 13% during the period. Likewise, its revenue effort also
showed a consistently increasing trend from 13% in 2010 to 16% in 2019, recording
an average of 14%.

Among the components of tax revenue, taxes on property recorded the
highest growth averaging 18% during the period covered. It is followed by taxes
on goods and services with an average growth rate of 13%, which can be attributed
to the remarkable increase in excise tax collection in 2013 with the first-year
implementation of the Sin Tax Reform Act of 20122 that imposed higher excise
taxes on tobacco and alcohol products. In addition, the passage of TRAIN Law? in
2018, which imposed additional excise taxes on petroleum products, also
contributed to growth in excise tax collection. Meanwhile, taxes on income, profits,

? Republic Act No. 10351, also known as the “Sin Tax Law of 2010, (January 1, 2013).

* Republic Act No. 10963, also known as the “Tax Reform for Acceleration and Inclusion (TRAIN)” law,
(January 1, 2018).

|

2 ) Revenue and Tax Effort Analysis in ASEAN Countries, 2010-2019 |




NTRC Tax Research Journal

Vol. XXXIII.6 November - December 2021 \

and capital gairis grew at an average of 10%. A slight decrease in the tax collection
from individuals in 2018 can also be seen as an aftermath of the TRAIN Law, which
exempts individuals from paying taxes whose annual income falls below P250,000.
Taxes on international trade and transactions grew at an average of 11%, and lastly,
other taxes grew at an average of 16%. (See Figure 1 and Table 1.)

The growth in the Philippines’ tax revenues can be seen as a positive impact

of reforms in the tax structure such as the

recent TRAIN law and the Sin Tax

Reform law, among others; enhancement of the tax payment system; and stricter
implementation of administrative measures like Run After Tax Evaders (RATE)*

and Run After the Smugglers (RATS).?

Figure 1

Tax effort and tax revenue of Philippines by type, CY 2010-2019
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* On March 15, 2010, the Bureau of Internal Revenue released the Revenue Memorandum Order No.

27-2010 which aimed to re-invigorate the RATE Program.

3> On October 6, 2011, the Bureau of Customs announced the implementation of the RATS Program to

battle the smuggling of counterfeit items.
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B. Brunei Darussalam

In general, Brunei Darussalam has a different revenue structure from the
rest of the ASEAN member countries since its system focuses mainly on the oil
and gas sector. In fact, the bulk (85.7%) of its total revenue from 2010 to 2019, on
average, came from this sector which consists of corporate income taxes for oil and
gas production companies and property income. On the other hand, 13% of its
revenues came from government operations composed of taxes, fees, charges and
rent, and other operations, while the remaining 2% came -from returns from
investment and savings.

From 2010 to 2012, the total revenue of Brunei Darussalam accounts for
almost half of its GDP. However, from 2013 to 2019, its total revenue started 'to
decline with a significant drop of 48% in 2015. The cause for such a drastic decline
can be traced to oil prices in the global market. Beginning in the second half of
2014, the supply of crude oil from non-OPEC countries, including Brunei
Darussalam, increased. The demand, however, failed to meet the excessive supply,
which led to the collapse of crude oil prices in the world market (Prusak, 2016).
Since its economy relies heavily on oil and gas revenue, its total revenue suffered
an average contraction of 2% over the decade.

The revenue effort of Brunei Darussalam was pegged at an average of 35%.
Growth-wise, it exhibited a majority decline in revenue effort (-4.31%) as its
revenue failed to grow at the same pace as its GDP. With the continuous fall of
global energy prices, the downtrend of revenue effort was already expected. With
the prices of oil at record lows, the country launched a number of economic reforms
in 2016 which aimed to attract new foreign direct investment, develop high-
technology in the agricultural and manufacturing industries, support small and
medium-sized enterprises, and encourage private sector growth (Oxford Business
Group, 2016). These reforms led to a bounce of 56% in the country’s total revenue
in 2018. (See Figure 2 and Table 2.)

Figure 2
Revenue effort and revenue of Brunei Darussalam by type, CY 2010-2019
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C. Cambodia

t

From 2010 to 2019, the national government of Cambodia generated annual
average revenue of KHR12.60 trillion, of which 87% (KHR10.92 trillion) came
from taxes, and the other 13% (KHR1.40 trillion) were from non-tax revenues. It
relied heavily on taxes on goods and services as a revenue source, which
contributes, on average, a little over half (51.7%) of its total annual revenue.
Moreover, taxes on income, profits, and capital gains accounted for 18%, taxes on
international trade and transactions at 15%, and other taxes at less than 1% of the
country’s total revenue.

Similar to its GDP, Cambodia’s tax and total revenues showed upward
trends and positive growths during the decade. These were attributed to the constant
increases in tax revenues due to revenue collection improvements and public
financial management reforms. In December 2008, the second phase of the Public
Financial Management Reform Program of Cambodia was introduced with the
focus on broadening the revenue base, strengthening the coverage of revenue
reforms in'the taxation departments, and developing oil/gas/mining revenue policy,
as well as establishing mechanisms for the management of related revenue flows
(Cambodia Ministry of Finance, 2008). It also implemented its medium-term
revenue mobilization strategy 2014-2018 that focuses on the transmission of tax
returning culture, strengthening tax revenue collection, especially on immovable
property and means of transportation, and modernization of custom and tax
administrations (Cambodia Ministry of Finance, 2014). These policies led to the
impressive average growth of Cambodia’s total revenue and tax revenue by 19%,
way higher than the average growth of its GDP at only 10%.

The tax effort of Cambodia doubled from 10% in 2010 to 20% in 2019.
Likewise, the revenue effort showed an increasing trend from 11% in 2010 to 23%

in 2019. On average, while tax effort was pegged at 14%, revenue effort was at
16%. (See Figure 3 and Table 3.)

Figure 3
Tax effort and tax revenue of Cambodia by type, CY 2010-2019
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D. Indonesia

From 2010 to 2019, the total revenue of Indonesia registered an annual
average of Rpl,712 trillion. Of this amount, 77% came from taxes, while the
remaining 23% came from non-tax sources. Major contributors were taxes on
goods and services (38.1%) and taxes on income, profits, and capital gains (33.5%).
The rest of the revenue was shared by taxes on international trade and transactions
(2.4%), taxes on property (2.2%), and other taxes (0.3%).

Growth-wise, tax revenue exhibited sustained increases during the period
under study. Although total revenue registered an increasing trend from 2010 to
2014, it recorded a decrease in 2015 due to a huge decline in taxes in international
trade and transactions and non-tax revenue. In 2016, the economy recovered and
posted a 4% increase in total revenue through a growth-friendly revenue strategy
and administration reforms (IMF, 2015). The average growth rate of GDP (9.8%)
was seen as higher than that of total revenue (8.8%) and tax revenue (9.6%). The
slower growth of total revenue to GDP was attributed to the 29% decrease in non-
tax revenue in 2015.

The country’s tax effort showed a decrease from 2014 until 2017. It
recorded an annual average of 12%. The trend was considered the effect of the
unchanged structure of the tax system and almost insignificant modifications to tax
policies (IMF, 2013). Consequently, the revenue effort showed an increasing trend
but declined from2013 until 2017. The decreases were attributed to the decline in
oil production in 2013 and the weakening of oil prices in 2015, which greatly
affected non-tax revenue with a drop of 29%. On average, its revenue effort was
pegged at 16% while its tax effort at 12%. (See Figure 4 and Table 4.)

Figure 4
Tax effort and tax revenue of Indonesia by type, CY 2010-2019
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E. Lao PDR

The majority of the total revenues collected by the national government of
Lao PDR from 2010 to 2019 came from taxes with a share of 86%, while non-tax
revenues accounted for only 14%. Its reliance greatly focused on taxes on goods
and services which, on average, covered more than half (58.8%) of the total
revenue. Taxes on income, profits, and capital gains; taxes on international trade
and transactions; and taxes on property contributed about 18%, 8%, and 1%,
respectively.

During the decade, Lao PDR’s tax revenue and total revenue both exhibited
increasing behavior, similar to its GDP. While GDP and tax revenue grew at an
average rate of 11% annually, total revenue grew faster at an annual average of
12%. The overall revenue performance could be explained by the continued growth
of tax revenue along with non-tax revenue. Contributory to this growth are several
amendments to the tax law of Lao PDR, mainly the 2011 amended tax law that
reduced profit tax from 28 to 24% and also introduced new direct taxes such as
environmental tax and presumptive tax to small- and medium-sized businesses not
registered under the VAT regime (World Trade Organization, 2011). In addition, a
new tax on the value of real estate transactions has also taken effect in 2013
significantly increased the collection of property taxes on its first year of
implementation, which can be seen in the growth rate of property taxes in 2013 at
229%.

The tax effort of Lao PDR continuously increased from 12% in 2010 to
14% in 2014, while revenue effort also grew from 14% to 16% for the same period.
The slower growth of total revenue and tax collection to GDP from 2015 to 2019
caused a decreasing tax and revenue effort for the last decade. On average, the tax
effort of Lao PDR was pegged at 13%, while its revenue effort was at 15%. Growth-
wise, as its tax collection failed to grow with that of the GDP, the country’s tax
effort contracted during the study period. (See Figure 5 and Table 5.)

Figure 5

Tax Effort and tax revenue of Lao PDR by type, CY 2010-2019
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F. Malaysia

From 2010 to 2019, the total revenue collected by the Malaysian government
was averaging RM210 billion annually, of which 74% was constituted from tax
revenue and 26% from non-tax sources. Generally, half (50.0%) of its revenue was
generated from taxes on income, profits, and capital gains, primarily from corporate
taxes (37.6%). Moreover, taxes on goods and services share were 20%; taxes on
international trade and transactions were, 2% and other taxes were 4%.

In terms of growth, the tax revenue registered continuous increases, along
with its GDP, during the ten-year period. This was attributed to the government’s
initiatives to improve tax administration and compliance, both direct and indirect
taxes (Ecoenomic Transform Programme, 2014). On the other hand, the total
revenue registered negative growth in 2015 and 2016 due to a decrease in the
collection of tax on income, profits, and capital gains and as well from non-tax
sources. Contributory to this negative growth was a decline in oil revenues due to
the weakening of international oil prices beginning in 2014 that negatively affected
the collection of petroleum income taxes.

Malaysia underwent several changes in its tax system, such as reducing
corporate income tax in 2016. The temporary reduction of corporate income tax from
25% to 24% was to support the smooth implementation of the Goods and Services Tax
(GST). A single-tiered 6% GST replaced the sales and services tax of between 5% to
15% in 2015, which aimed to further enhance the competitiveness of the Malaysian
economy in pursuance of the Malaysian Budget 2014 (Ernest & Young, 2018). In the
year of GST implementation, the collection of taxes on goods and services showed
an impressive increase of 52%. Specifically, collection on the general taxes on
goods and services posted a record high growth of 195% in the same year.

Malaysia’s tax and revenue efforts showed a downward trend from 2010 to
2019. The declining trend can be explained by the faster growth of its GDP
compared to total and tax revenue. In general, the tax effort of Malaysia was posted
at 13%, while revenue effort was at 18%. (See Figure 6 and Table 6.)

Figure 6

t

Tax effort and tax revenue of Malaysia by type, CY 2010-2019
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G. Myanmar

The total revenue of the Myanmar government showed an upward trend
from 2012 to 2019, with a drop in 2015 and 2018. It registered an annual average
of K13 trillion for the eight-year period. Of this amount, 66% were derived from
tax sources, while the remaining 34% came from non-tax revenue. This sharing
scheme was due to Myanmar’s very accommodating fiscal regime, with low
corporate income tax, progressive but low personal income tax, light
commercial tax, and strong incentives, which aims to attract companies and
investors in boosting the newly opened economy (ASEAN Up, 2018).

Myanmar’s tax effort exhibited continuous increases from 2012 (4.8%)
to 2016 (7.8%) but decreased thereafter, recording an annual average tax effort
of 6% during the period. Meanwhile, its revenue effort recorded a three-year
increase from 22% in 2012 to 25% in 2014 but experienced a continuous
decrease in the succeeding years, which ended at 16% in 2019. On average, its
revenue effort was at 19%. The low ratio of taxes to the GDP of Myanmar can
be attributed to Myanmar getting the majority of its revenue from non-tax
sources.

In terms of growth, tax revenue and total revenue posted average annual
growth rates of 28% and 17%, respectively, which were seen higher than the
GDP growth rate of only 12%. Instrumental to these exceptional growths were
constructive changes through amendments to the Income Tax Law (ITL),
Commercial Tax Law (CTL), Stamp Duty Act and Court Fee Stamp Act; and
introduction of the Union Taxation Law (UTL), among others (Oxford Business
Group, 2017). Specific Goods Tax Law was also introduced in 2016, which
imposed excise taxes on specific goods in addition to the standard commercial
tax (Myanmar Ministry of Finance, 2016). The drop in total revenues of
Myanmar from 2015 to 2016 was due to weak natural gas prices and other
natural risks to its economy demonstrated by the massive floods in 2015 and the
earthquake earlier in 2016 (International Monetary Fund, 2016). Meanwhile, the
remarkable drop in total revenues of Myanmar in 2018 was driven by a
significant decline in state economic enterprise revenue. Non-tax revenues also
decreased in 2018 caused by base erosion from declined profitability and tax
exemptions of the oil and gas sector. Disappointing income tax collections
despite tax reform efforts also contributed to the stagnation of tax revenues
(World Bank, 2018). (See Table 7 and Figure 7.)
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Figure 7

Tax effort and tax revenue of Myanmar by type, CY 2012-2019
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H. Singapore

The national government of Singapore generated average annual revenue
of S$77 billion from 2010 to 2019. The majority (72.3%) of this amount was
derived from taxes, whereas non-tax sources contributed around 28%. Among the
tax sources, taxes on income, profits, and capital gains contributed, on average,
about 33% annually; taxes on goods and services, 22%; taxes on property, 5%; and
other taxes, 12%.

During the decade, Singapore's tax effort and revenue effort posted annual
averages of 13% and 18%, respectively. On an annual basis, both experienced a
slight decrease in 2013 as a consequence of rebates in corporate and individual
income tax, lower collections from withholding tax, and a lower volume of property
transactions (Inland Revenue of Singapore, 2014). Both recovered in 2014 and
continuously increased until 2016 due to improved corporate profits, higher
individual earnings, the cessation of the one-off individual income tax rebates given
in 2013, and upward revision of betting duty rate (Inland Revenue of Singapore,
2015).

The tax revenue and total revenue of Singapore both registered increasing
trends from 2010 to 2019. Percentage-wise, tax revenue and total revenue
respectively posted annual average growth rates of 6 and 8%, higher than its GDP
growth of 5%. These remarkable performances resulted from proactive reviews on
tax policies and tax treatment, initiatives to lower taxpayers’ compliance costs,
execution of timely tax educational programs, and deterrence of non-compliance
through tax audits and investigations (Inland Revenue of Singapore, 2016). (See

Table 8 and Figure 8.)
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Figure 8
Tax effort and tax revenue of Singapore by type, CY 2010-2019
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I. Thailand

From 2010 to 2019, Thailand relied heavily on taxes as a source of
government revenue. For the period covered, around 84% (THB2.32 trillion) of its
total revenue came from taxes, while the remaining 16% (THB457 billion) came
from non-tax sources. Its reliance on taxes was focused on taxes on goods and
services, sharing about 46%, and taxes on income, profits, and capital gains, about
32%. Taxes on international trade and transactions contributed an average of 4%,
while taxes on property and other taxes contributed only 1% each.

Thailand’s total revenue and tax revenue posted an average growth of 6%
and 5%, respectively. The only decrease recorded in the growth rate of Thailand’s
total revenue ahd tax revenue of Thailand was in 2014, triggered by the reduced
rates on personal and corporate income tax and VAT. Moreover, domestic traveling
stimulation measures were also issued in 2014, allowing personal income tax
exemption and corporate income tax deduction. The said measures aim to promote
investment in the country and stimulate the power of consumers in the long run
(Revenue Department of Thailand, 2015). The GDP of Thailand experienced faster
growth at an average of 7% compared to its total revenue and tax revenue.

In general, Thailand’s tax and revenue effort were around 17 and 20%,
respectively, during the study period. Both exhibited inconsistent growth but still
managed a positive average growth rate during the decade. (See Table 9 and Figure
9.
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Figure 9

Tax effort and tax revenue of Thailand by type, CY 2010-2019
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During the decade, the average annual revenue Vietnam generated was
around VD918 trillion. Taxes dominated Vietnam’s sources of revenue as its share
was around 85%, whereas non-tax sources contributed around 14% only. While the
GDP of Vietnam grew with an average rate of 12% annually, its total revenue and
tax revenue grew at a slower rate (11.6% and 10.2%, respectively)

The tax and revenue effort of Vietnam was generally decreasing, starting
both at their peak in 2010 at 22.4% and 24.3%, respectively, and their lowest at
17.9% (2016) and 20.8% (2014), on average, revenue effort was pegged at 22%
while tax effort was at 19%. (See Table 10 and Figure 10.)

®1In 2013, the World Bank assisted Vietnam to launch Treasury and Budget Management Information
System (TABMIS). From 2003 to 2013, GFS data were produced from the State Budget Balances (SBB).
Although TABMIS became the primary source of data for the published SBB, the data in TABMIS does not
reflect all changes in the final audit data identified in the audit review. The difference between the two impedes
the use of economic classification to produce GFS data from TABMIS. Hence, the latest GFS revenue data of
Vietnam was up to 2013 only. Due to the lack of GFS data, Vietnam Key Indicators published by the Asian

Development Bank were used instead.
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Figure 10
Tax effort and revenues of Vietnam, CY 2010-2019
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IIIl. CROSS-COUNTRY ANALYSIS OF SELECTED ASEAN COUNTRIES’
.A. Distribution of Total and Tax Revenues

The principal source of revenue for the eight ASEAN countries during the
decade came from taxes, with more than 70% of its total revenue sourced from tax
collection. Only Myanmar relied on non-tax revenue with its share to total revenue
comprising 66%. This shows the importance of tax as a bloodline of the national
government for its revenue needs. (See Figure 11.)

Figure 11

Comparative Average % Distribution of Tax and Non Tax Revenue of ASEAN Countries

2010-2019

Phlllppmes Cambodla Indonesna Lao PDR Malaysna Myanmar Singapore Thalland Vietnam

#Tax Revenue  ®Non-Tax Revenue

7 The nine ASEAN countries with comparable data were the Philippines, Cambodia, Indonesia, Lao
PDR, Malaysia, Myanmar, Singapore, Thailand, and Vietnam. The exclusion of Brunei Darussalam in
comparative analysis was due to its unique revenue structure than the rest of ASEAN member countries.
Furthermore, Vietnam was also excluded in other analyses due to lack of statistics in tax revenue composition.
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B. Average Growth Rates of Revenue and Nominal GDP

The average growth in the total revenue, tax revenue, non-tax revenue, and
GDP of the nine selected ASEAN countries displayed positive growths for 2010 to
2019. In terms of total revenue, Cambodia leads the nine countries recording an average
growth of 19%, followed by Myanmar at 17% and Vietnam at 12%. In terms of tax
revenue, Myanmar took the lead with annual average growth in tax collection of around
28%, followed by Cambodia at 19%. For non-tax revenues, Vietnam experienced the
highest average growth rate at around 25%, followed by Cambodia and Lao PDR, both
with 20%. In terms of GDP, Vietnam (12.3%) also exhibited the highest growth during
the decade, followed by Myanmar (11.6%) and Lao PDR (11.4%). Malaysia and
Thailand both recorded the slowest growth in all aspects. (See Table 11.)

Table 11

Comparative Average Growth Rate of Revenue and Nominal GDP of Selected ASEAN
Countries, 2010-2019 (In %) '

Particulars Phil Cam Indo Lao Mal Mya” Sing Thai Viet
Total revenue 112 188 (8.8 ~11.7: 462 16.8 7.9 3.5 11.6
Tax revenue 112 187 96 106 64 277 56 53 10.2
Non-tax revenue 124 19.6 73 202 7.5 12.7 143 7.1 24.6
Nominal GDP » 8.5 99 98 114 6.9 11.6 5.0 31 12.3

*Nominal GDP is gross domestic product (GDP) evaluated at current market prices.
 Data for Myanmar is from 2012 to 2019 only

Among the major sources of tax revenues, the most significant were taxes on
income, profit, and capital gains; and taxes on goods and services. Countries that
depended heavily on taxes on income, profit, and capital gains were Malaysia, with the
said tax representing an average of 68% of the total tax revenue; Singapore, 46%; and
the Philippines, 45%. On the other hand, Lao PDR, Cambodia, and Thailand relied
more on taxes on goods and services, with average contributions of more than half of
their total revenue from taxes. In the case of Indonesia and Myanmar, their national
government depended heavily on both taxes on goods and services and taxes on
income, profit, and capital gains for their tax revenue needs. It can also be noted that
taxes on property were the least productive among tax sources in the Philippines,
Indonesia, Lao PDR, Singapore, and Thailand. (See Table 12.)

24
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Table 12
Comparative Average % Distribution of Tax Revenue of Selected ASEAN Countries, 2010-2019
(In %)

Particulars Phil Cam Indo Lao Mal Mya” Sing Thai
TOTAL ' 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Taxes on income,
profit, and capital gains

Taxes on property 0.3 n.a. 29 0.9 na. 0.5 7.5 1.3

Taxc?s on goods and 8.8
services

447 228 438 213 679 34.1 45.6 383

597 497 68.6 27.0 542 30.8 554

Taxes on international
trade and transactions

Other taxes 4.8 0.1 0.4 n.a. 25 | 16.2 0.7

n.a. — not applicable

214 175 3:2 9.3 23 9 n.a. 43

C. Tax Effort and Revenue Effort

The average values present the general picture of tax efforts across the countries
under observation. Vietnam realized the highest average tax effort at 19% among the
nine ASEAN member-countries and the highest average revenue effort at 22%. In
contrast, Myanmar posted the lowest average tax effort, equivalent to 6%, while the
Philippines had the lowest average revenue effort at 14%. (See Table 13.)

Table 13

Comparative Average Tax and Revenue Effort of Selected ASEAN Countries, 2010-2019

(In %)
Particulars Phil Cam Indo Lao Mal Mya" Sing Thai Viet
Tax Effort 13.0 140 11.8 12.8 13.5 59 133 17.0 19.2

Revenue Effort 14.4 16.1 156 148 183 186 183 202 224

In terms of growth in tax effort, Myanmar led the nine countries with the highest
average growth of 14%, followed by Cambodia at 8%. On the other hand, Cambodia
exhibited the highest average growth in revenue effort of about 8%, followed by
Myanmar at 5%. Lao PDR recorded negative average growth in tax efforts while
Indonesia, Malaysia, and Vietnam experienced a contraction in their tax and revenue
efforts during the decade. (See Table 14.)

Revenue and Tax Effort Analysis in ASEAN Countries, 2010-2019 25 ]
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Table 14

Comparative Average Growth Rate of Tax and Revenue Effort of Selected ASEAN
Countries, 2010-2019 (In %)

Particulars Phil Cam Indo Lao Mal Mya"” Sing Thai Viet

Tax effort 25 80 -02 -09 -05 144 0.5 0.2 -1.8

Revenue effort 2.5 8.1 -09 02 -0.6 4.5 2.8 0.4 -0.5

D. Comparative Productivity of VAT and Corporate Income Taxes

The traditional measure of the effectiveness of the VAT in raising revenues is
through the VAT efficiency ratio, which is the ratio between the actual VAT collection
in terms of the GDP and a VAT standard statutory rate. For the purpose of this study,
it'is assumed that the VAT rates do not frequently change in practice, and the latest rate
of each country under observation was utilized. Of the eight countries, the statutory
VAT rate of the Philippines is relatively the highest at 12%, while Myanmar recorded
the lowest rate at 5%. Cambodia, Indonesia, and Lao PDR have the same rate of 10%;
Singapore and Thailand, 7%; and Malaysia, only 6%. Despite the Philippines having
the highest VAT rate, it yielded the lowest VAT productivity ratio of 0.17. Meanwhile,
Thailand was the highest with a 0.58 VAT efficiency ratio, followed by Cambodia
0.50; Indonesia 0.37; Lao PDR 0.35; Singapore 0.34; and Malaysia 0.33. The low VAT
efficiency ratio of the Philippines can be traced from the number of goods and services
exempted from VAT. (See Table 15.)

Table 15

Comparative Average VAT Efficiency Ratio of Selected ASEAN Countries, 2010-2019

Particulars Phil Cam Indo Lao Mal Sing  Thai

| VAT collection
| (In billion local 283 3,730 415,332 3,954 23 10 557
| currency)

GDP (At current
| prices, in billion 13,928 73,975 11,161,754 111,944 1,166 418 13,768
| local currency)

Tax rate 12% 10% 10% 10% 6% 7% 7%

Ha L Ehtency 0.17 050 037 035 033 034 058

ratio
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Corporate income tax (CIT) productivity is calculated as the ratio between CIT
collection shares in GDP and the standard statutory rate. It is also assumed that CIT
rates did not change over the decade. Likewise, the Philippines has the highest rate at
30% for CIT, while Singapore with the lowest at 17%. Malaysia outperformed the rest
of the countries with the highest efficiency ratio of 0.28 at a statutory CIT rate of 24%.
The CIT efficiency ratio of the Philippines was amongst the lowest at 0.11, not far
behind Cambodia, with an efficiency ratio of 0.13 at the CIT statutory rate of 20%.
This implies significant erosion of the tax base on the CIT in the Philippines. (See
Table 16.)

Table 16

Comparative Average CIT Efficiency Ratio of Selected ASEAN Countries, 2010-2019

Particulars Phil Cam Indo Mal  Sing  Thai
GIT o linptigp 466 1,881 461,382 79 16 636
(In billion local currency)
CLIE L SUURE IS 13,928 73,975 11,161,754 1,166 418 13,768
(In billion local currency)
Tax rate (%) 30 20 25 24 17 20
CIT efficiency ratio 0.11 0.13 0.17 028 0.23 0.23

E. Buoyancy of Tax Revenue

One way to measure the revenue productivity of a tax system is through tax
buoyancy estimates. Tax buoyancy is used to determine whether the tax structure
ensures that revenue grows faster than national income. Tax buoyancy measures the
percentage change in tax revenue, including discretionary tax changes, due to a 1%
change in the base (GDP, in aggregate level).

The buoyancy estimates revealed that among the seven countries, Cambodia’s
tax revenue was the most responsive (1.8) to changes in GDP during the observation
period, i.e., for every 1% increase in GDP, total taxes grew by 1.80%. This was
followed by the Philippines with a buoyancy coefficient of 1.28 and Singapore with
1.07. On the other hand, Malaysia’s total tax revenue was the least buoyant, with a
coefficient of 0.78.

The estimation also disclosed that among the major components of tax
revenue, taxes on income, profits, and capital gains were the most buoyant in Cambodia
(2.22) and Singapore (1.25). Taxes on the property was considered the most buoyant
tax in the Philippines (1.84), Thailand (1.57), and Myanmar (1.57). Moreover, taxes on
goods and services were the most buoyant component of tax revenue in Malaysia
(1.36), Lao PDR (1.10), and Indonesia (1.02). (See Table 17.)
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Statistical indicators to measure the goodness of fit of the buoyancy estimate,
such as the coefficient of determination statistics or R and test of significance or the
p-value, are presented in Annex A.

Table 17

Buoyancy of Tax Revenue ofSelected ASEAN Countries by Type of Tax, 2012-2019

Particulars Phil Cam Indo Lao Mal Mya” Sing  Thai
Total tax revenue 128 179 092 090 078 092 1.07 0.89
Taxes on income,
profit, and capital L2 | 222 089 073 955 089 125 0.59
gains
Taxes on property 1.84 na. 096 0.84 na. 1.57  0.86 1.58

Taxes on goods and

: 149 188 1.02 1.10 136 1.26  0.75 1.18
services ;

Taxes on international
trade and transactions
Other taxes 1.59 1.69 042 na. 1.59 -0.15 1.29 1.03

n.a. — not applicable
1 Estimation from 2012 to 2019 only since no figure recorded from 2010 and 2011.

125 097 -0.02 029 0.04 0.02 n.a. -0.16

IV. CONCLUSION

The total revenue of the ASEAN member-countries registered positive average growth
rates from 2010-2019. Except for Brunei Darussalam, whose revenue structure focused on the
oil and gas sector, all of the other ASEAN member-countries clearly showed heavy reliance
on taxes as their main source of revenue, with taxes on income, profits, and capital gains; and
taxes on goods and services as the most significant sources of revenue. With the rapid changes
in each country’s economy, it is imperative that the country continuously prepare and
implement necessary actions that could address probable changes in revenue sources
composition and effectively boost the country’s revenue collection.
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Annex A. Statistical Results

Table 18

R-Square Regression Statistics Result

Particulars Phil Cam Indo Lao Mal Mya"” Sing Thai
Total tax revenue -0.99 0.99 098 096 087 041 0.98 0.91
Taxes on income,
profit, and capital 0.98 099 098 0.82 052 0.20 0.96 0.65
gains
Taxes on property 0.89 na. 060 045 na. 047 0.71 0.75
Famesapgatds agil 099 099 095 096 069 059 09 093
services

Taxes on international
trade and transactions

Other taxes 0.92 091 0.86 na. 095 0.01 0.85 0.88

0.96 0.79 0.00 0.15 0.01 0.00 n.a. 0.10

Table 19

P-Value Regression Statistics Result

Particulars Phii Cam Indo Lao Mal Mya"” Sing  Thai
Total tax revenue 0.00 0.00 0.00 0.00 0.00 0.09 0.00 0.00
Taxes on income,
profit, and capital 0.00 0.00 0.00 0.00 0.02 0.27 0.00 0.00
gains
Taxes on property 0.00 n.a. 0.01 0.03 n.a. 0.06 0.00 0.00
Taxes on goods and 0.00 0.00 000 000 0.00 003 000 0.00
services

Taxes on international
trade and transactions

Other taxes 0.00 0.00 0.00 n.a. 0.00 0.85 0.00 0.00

0.00 0.00 094 026 0.76 0.97 n.a. 0.38
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