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	The study examines the impact of tax revenue on economic growth in Cambodia from 1994 to 2022 using the autoregressive distributed lag (ARDL) bounds testing approach for cointegration. It analyzes long- and short-run dynamics between tax revenue and economic growth, considering special taxes, public expenditure, and the service sector's growth. The findings reveal a significant positive association between tax revenue and economic growth in the long run, indicating that a 1% increase in tax revenue leads to a 0.11% increase in economic growth, while special taxes positively impact economic growth. However, public expenditure exhibits a negative relationship with long-term growth. Moreover, the growth of the service sector emerges as a vital driver of economic expansion. The short-run dynamics suggest fluctuations in tax revenue's impact on economic growth. The regression model exhibits high explanatory power, with diagnostic tests confirming its reliability. Therefore, the Royal Government should balance and optimize the implementation of laws and regulations on taxation, continue to amend and compile laws and regulations, and set out policies and strategic plans on taxation in a consistent manner to prevent tax evasion, eliminate corruption in tax affairs, and prevent tax evasion.



1. Introduction
Over the past two decades, Cambodia has experienced significant macroeconomic growth, averaging around 7% per year. This growth trajectory has positioned the country to sustain and potentially accelerate its economic momentum, with its gross domestic product (GDP) growing from 8,965 billion riels in 1994 to 59,502 billion riels in 2022 (National Institute of Statistics, 2021). Such achievements have garnered recognition and optimism both domestically and internationally, fueling aspirations for Cambodia to transition into a high middle-income country by 2030 and ultimately reach high-income status by 2050. In response to this vision and the evolving socio-economic landscape, the Royal Government of Cambodia is committed to implementing comprehensive reforms aimed at managing macroeconomic dynamics, fostering sustainable growth, ensuring inclusivity, and building resilience to crises.
Aligned with the country's strategic development plans, including the Rectangular Strategy Phase 4, the National Strategic Development Plan 2019-2023, the Public Financial Management Reform Program 2019-2025, and the Revenue Mobilization Strategy 2019-2023, the Royal Government has achieved notable milestones. These include revenue growth, human resource capacity building, institutional strengthening, enhanced governance, improved inter-ministerial coordination, and effective revenue management and collection. The tax sector, in particular, has undergone significant reforms focusing on refining fiscal policies, modernizing tax administration, providing training and workshops, establishing international agreements, and embracing digital technology advancements. These efforts underscore the government's commitment to transparent, accountable, and efficient tax revenue collection, which has contributed substantially to national budget revenue growth.
Despite these advancements, gaps remain in understanding the effectiveness and efficiency of tax policies and their impact on economic growth. Comprehensive research in this area is crucial for informing future tax policy decisions and ensuring continued economic development. Recognizing this need, this study focuses on investigating the relationship between tax revenue and economic growth in Cambodia. By employing advanced econometric methods, such as the autoregressive distributed lag (ARDL) model and cointegration analysis, this research aims to provide insights into the role of tax revenue as a driver of economic growth in the country.
In conclusion, this study's significance lies in its contribution to the understanding of Cambodia's long-term economic vision and the effectiveness of tax policies in achieving sustainable economic growth. By analyzing the relationship between tax revenue and economic growth, this research seeks to inform evidence-based decision-making in tax policy formulation and strategic planning. The findings are expected to guide the Royal Government in optimizing tax laws and regulations, enhancing tax administration, promoting tax compliance, and fostering a conducive environment for economic development.
With a comprehensive analysis of tax revenue's impact on economic growth, this study aims to support Cambodia's aspirations for continued prosperity, inclusivity, and resilience in the face of evolving socio-economic challenges.
1.1. The growth of tax revenue in Cambodia
Before 1994, various types of taxes were developed and implemented in Cambodia as sources of income for the country's development. These include the patent tax (Decree on Patent Tax, 1985), the business tax introduced in 1985 (Decree on Business Tax, 1985), later renamed as profit tax in 1994 (Law on Finance for Management, 1994), and income tax in 2017 (Law on Finance for Management, 2016). The special tax was first created on June 14, 1985, initially as a domestic tax (Decree on Domestic Goods Tax, 1985). It was later renamed as the special tax in 1995 (Law on the Amendment of the Financial Law for Management, 1995), then modified to the special tax on certain goods and services in 1997 (Law on Taxation, 1997), and finally changed to the special tax in 2023 (Taxation Law, 2023). Stamp tax was established in 1991 (Prakas on the Implementation of Sub-Decree on the Collection of Stamp Tax, 1991), renamed as the tax on billboards in 2023 (Taxation Law, 2023a), property transfer tax being first implemented in Cambodia from February 1, 1992, after being established in 1991 (Prakas on the Implementation of Sub-Decree on the Collection of Transferred Property Tax, 1992), slaughter tax (Decree on the Establishment of Slaughter Tax, 1991), tax on transportation and all types of vehicles being first established in 1991 (Decree on the Establishment of Tax on Transportation and all types of vehicles, 1991) and later changed to Tax on Transportation in 2023 (Law on Taxation, 2023a), and the residence tax was first established in 1992 (Law on Residence, 1992), suspended, and then re-established on July 14, 2005, and extended until December 31, 2006. From 1994 to the present, a number of other types of taxes have been developed in response to socio-economic developments for the benefit of the national budget. These include taxes on rents, houses, and land being established in 1994 (Law on Finance for Management, 1994) and later renamed as taxes on fees of Real Estate Rent in 2023 (Law on Taxation, 2023a), prepayment income tax in 1995 (Law on the Amendment of the Financial Law for Management, 1994), salary tax was established in 1994 (Law on Finance for Management, 1994) and applied in 1995, unused land tax (Law on Finance for Management, 1994), turnover tax (Law on Finance for Management, 1994), Value Added Tax (Prakas on Value Added Tax, 1998) became effective in Cambodia on January 1, 1999 (Sub-Decree on Value Added Tax, 1999), tax for public light in 1999 (Law on Finance for Management, 1998), minimum tax became effective on January 1, 2001, capital gains tax was initially set in 2007 (Law on Finance for Management, 2006) and revised in 2019 (Law on Finance for Management, 2018), and property tax in 2010 (Law on Finance for Management, 2009). These types of taxes were or have been applied in Cambodia before and after the first formal tax law was enacted on February 24, 1997.
Over the past three decades (1994-2022), Cambodia's tax revenue increased by an average of 26.13%. During the last decade (2013-2022), it increased by an average of 14.52%, reaching a maximum of 28.3% in 2019. In 1995, the Royal Government of Cambodia experienced a substantial increase in tax revenue, with all types of taxes collectively rising by an impressive 183.9%. In 1995, the Royal Government of Cambodia enacted the Financial Law for the Management of 1995, which included provisions to exempt late payments of transferred property tax, stamp duty, and taxes on means of transportation and all types of vehicles. In 1996, the Royal Government of Cambodia enacted a regulation requiring self-declared taxpayers to make monthly prepayment tax deductions for income tax, set at a rate of 1% of turnover, covering all taxes. This initiative led to a significant increase of 40.54% compared to the previous year. In 1997, the Royal Government collected 68.2% of the expected tax revenue. In January 1997, the tax law was officially enacted, and amendments were made to limit the special tax base on certain locally produced goods and services to 65% of the supply cost, excluding value-added tax (27th April 1997). Subsequently, special taxes on specific goods and services, particularly all hotel room rentals, were scheduled to be suspended starting from October 1, 1997. It's worth noting that despite implementing tax measures, particularly on specific goods and services, this particular type of tax continues to increase. Since then, on December 24, 1998, the Royal Government issued the Prakas on Value Added Tax. Subsequently, in 1998, the state's collected tax revenue increased by 35.6%. Please note that VAT had not yet started to be implemented in Cambodia in 1998, they had to wait until 1999 for VAT to be implemented first in Cambodia. In 1999, the state's collected tax revenue increased by approximately 21.9% compared to the previous year. In 1999, tax measures were introduced, including exemptions on raw materials for the purchase of animal feed, and the state assumed responsibility for payments for the sale of products derived from decontamination (January 29, 1999). Additionally, a sub-decree outlining the rules and procedures for the management and implementation of the first value-added tax, referred to as the response to the supply of goods or services in Cambodia, was issued (December 24, 1999). In 2000, Cambodia achieved a tax revenue growth of 46.2%. Additionally, the Royal Government introduced a mechanism to apply value-added tax to enterprises producing and supplying electricity, previously considered a non-taxable supply, effective September 1, 2000. In 2001, the state's collected tax revenue increased by 8.3%. It's noteworthy that the Royal Government designated value-added tax as a state burden on the import and supply of specific goods for agricultural purposes, effective May 23, 2001. n 2002, state revenue collection increased by 8.8%. In November 2003, the Royal Government decided that the payment of re-insurance premiums as Cambodian source income to non-residents would not be subject to withholding tax, aiming to enhance the insurance sector in the Kingdom of Cambodia. One month later, on December 12, 2003, the Prakas on Income Tax was enacted. In 2003, the increase in tax revenue reached approximately 20.7%, and this growth continued into 2004, increasing by 25%. The Royal Government granted a two-year income tax exemption to textile investment companies for export and considered implementing value-added tax on imports of production items and equipment directly imported for the garment, textile, and footwear industries, which are state-owned, effective June 17, 2005. Six months later, at the end of 2005, on December 30, the Royal Government established the priority period for income tax exemption for qualified investment projects. Despite these preferential tax measures being implemented to encourage and attract investment for the national economic benefit, Cambodia maintained an increase in tax revenue of approximately 31.8% in 2005. In 2006, the growth in tax revenue was approximately 39.7%. In 2007, tax revenue continued to increase, reaching 42.1%. In 2008, tax revenue increased by 37.9%. It's worth noting that the tax revenue achieved over the past four years, from 2005 to 2008, reflects the success of the first phase of the Royal Government's Public Financial Reform Program (2005-2008). Thus, a logical conclusion can be drawn that the Royal Government of Cambodia effectively and efficiently implemented the first phase of the Public Financial Reform Program to increase the credibility of the budget and lay the foundation for strengthening management and revenue collection. 
Circular on Profit Tax and Salary Tax of Insurers was issued on December 29, 2009, aimed at strengthening the effective implementation of the tax law on insurers. During that period, the state's collected tax revenue in 2009 increased by 0.5%. The state-burden value-added tax mechanism on imported silk yarn was introduced at the time the first property tax was implemented on August 10, 2010. In the same year, 2010, the state's collected tax revenue increased by 19.2%. The Royal Government provided tax incentives such as income tax and withholding tax in the securities sector on April 22, 2011. Additionally, the government introduced additional tax incentive mechanisms for rice enterprises, rice procurement, and rice exports, which are subject to 0% value-added tax and a minimum tax exemption of 1% on annual turnover. Moreover, these enterprises received a maximum income tax exemption period and a 1% prepayment income tax exemption on monthly turnover, effective October 11, 2011. Real estate located in 4 Khans and 20 Sangkats in Phnom Penh, including Khan Sen Sok, Khan Dangkor, Khan Meanchey, and Khan Russey Keo, was exempted from tax on December 20, 2011. Additionally, agricultural land was exempted from tax on December 30, 2011. Despite the introduction of various tax exemptions and incentives in 2011, the Royal Government still recorded an increase in tax revenue of about 12.9%. This trend continued in 2012, with an increase in tax revenue at a rate of about 28.7%. In 2013, the Royal Government exempted the transferred property tax on the acquisition or ownership of immovable property by relatives, favoring the deduction of two hundred million riels for succession and one hundred million riels for gifts. Additionally, the government exempted the transferred property tax on the acquisition of land ownership or concession in the form of concessions from the Royal Government on August 08, 2013. Despite these tax exemptions, Cambodia recorded an increase in tax revenue of 18.7% this year. On March 19, 2014, the Royal Government introduced a value-added tax mechanism to support industries or contractors supplying goods or services for export. Additionally, the value-added tax mechanism was facilitated to promote agricultural activities, which is a priority area of the government for development. Furthermore, the government favored the imposition of value-added tax by the state on the import and supply of some goods. Despite these changes, in 2014, the tax revenue collected increased by 18.4%. On April 25, 2015, the VAT mechanism on the production and supply of clean water to the people was defined as a non-taxable supply to facilitate and improve the living standards of the people. Additionally, on December 9, 2015, the tax mechanism for financial leasing operations was introduced to promote and develop the financial leasing sector. Furthermore, on December 25, 2015, the profit tax exemption for garment and footwear enterprises, which had been extended for an additional two years until the end of 2017, was temporarily suspended. In 2015, several tax changes were implemented, including the introduction of a new progressive rate for salary tax on employees earning 800,000 riels or more before the salary tax was introduced. Additionally, on December 17, 2015, the collection of tax on means of transportation, including motorcycles, tricycles, tractors, and machinery up to 150 horsepower, was abolished. Despite these changes, including tax exemptions and incentives and the abolition of certain types of taxes, tax revenue increased by 22.1% in 2015. In conclusion, the accomplishments attained from 2009 to 2015 serve as indicators of the success of the second phase of the Financial Management Reform Program of the Royal Government of Cambodia. Furthermore, it is evident that the Royal Government has effectively implemented both the first and second phases of the Financial Management Reform Program to establish the fundamental principles of financial accountability and budget reliability.
To ensure capacity, equity, transparency, fair competition, and reduce the burden on small business people, as well as to enable tax administration to effectively manage tax revenue collection with transparency and accountability in 2016, the Cambodian government decided to transition the tax system in Cambodia from a lump-sum tax regime to a self-declared regime. This change aligns with the Ability to Pay Theory, which mandates taxpayers to pay taxes based on their revenue. Additionally, several government tax measures were implemented, including tax exemptions and incentives in various priority sectors. Specifically, tax incentives were provided to the education sector, whereby the payment of the minimum tax of 1% on annual turnover was suspended, along with the suspension of pre-payment income tax until the end of 2018. Income tax was only required to be paid in the case of profit, effective August 08, 2016. The VAT exemption mechanism on the supply of unprocessed agricultural products, introduced on April 6, 2016, supports the Royal Government's rice export policy and alleviates the burden of the people on the consumption of unprocessed agricultural products, which are considered non-VAT supplies. Additionally, the suspension of the implementation of the 15% withholding tax on intangible assets (granting film screening rights) for three years until the end of 2018 was encouraged for local film production enterprises, effective November 3, 2016. The new progressive rate for Salary Tax by Employers, starting with a salary of 1,000,000 Riels or more, was implemented on December 27, 2016. Consequently, tax revenue increased by 15.4% in 2016. Additionally, the voluntary registration of small and medium enterprises to create a transparent and equitable tax environment was encouraged, effective February 7, 2017.The transferred property tax on the acquisition of ownership or the right to occupy land in the form of a concession from the Royal Government, as well as the transferred property tax on the acquisition of ownership of immovable property from relatives, were exempted on April 26, 2017. Value-added tax was applied to the non-taxable supply of certain essential goods or services as outlined in Article 57 of the Tax Law for daily living on May 25, 2017. Additionally, the monthly income tax exemption was temporarily suspended until the end of 2022 for textile and industrial enterprises that qualify as investment projects on October 27, 2017. In 2017, the Royal Government of Cambodia achieved a tax revenue increase of approximately 31.5%. In 2018, the slaughter tax was abolished. On January 15, 2018, the progressive rate of the new salary tax was classified for employees with a salary of 1,200,000 Riels or more, subjecting them to salary tax. Additionally, on May 3, 2018, income tax and value-added tax incentives were encouraged for local industries to boost exports and create jobs for workers in the Kingdom of Cambodia. Furthermore, the burden of the state on value-added tax on basic food items was announced to facilitate people's daily lives. It should be noted that in 2018, certain tax incentives and exemptions were introduced, resulting in a tax revenue increase of 11.2%. The significant progress in tax revenue achieved for the nation and the people from 2014 to 2018 has demonstrated the success of implementing the revenue mobilization strategy 2014-2018. This strategy outlines the vision, objectives, and methodology for administrative reform, improving fiscal and non-fiscal policies, and strengthening effective and efficient monitoring and evaluation by the Royal Government. 
In 2019, Samdech Akka Moha Sena Padei Techo Hun Sen, Prime Minister of the Kingdom of Cambodia, decided to waive the minimum tax of 1% on enterprises that fulfill their fiscal obligations. This decision aimed to attract and encourage investors doing business in the Kingdom of Cambodia. Additionally, income tax and withholding tax incentives in the securities sector were encouraged, effective January 4, 2019. On January 29, 2019, the Royal Government provided a temporary suspension of the monthly pre-payment income tax exemption for agricultural enterprises for a period of 5 years, starting from January 2019. This measure aimed to promote and support the production and export of agricultural products in accordance with the policy of the Royal Government. Additionally, on April 11, 2019, the Royal Government granted salary tax exemption on remuneration and seniority pay, as well as VAT exemption from employment services for training, sending, and managing workers or internships of private recruitment agencies. In 2019, the Royal Government's tax revenue increased by 28.3%. It should be recalled that in 2020, Cambodia faced the spread of the COVID-19 crisis. At the same time, a number of government tax measures were implemented, including the continued imposition of value-added tax as a state burden on basic food items, effective February 21, 2020. Income tax incentives were provided to initial public offering enterprises on February 25, 2020. Additionally, tax incentives for education were introduced on March 2, 2020. New guidelines were issued on March 23, 2020, concerning the determination of salary tax for employees earning 1,300,000 Riels or more, making them subject to salary tax. Furthermore, income tax exemptions and incentives were provided on March 24, 2020, to mitigate the impact of challenges faced by the textile and garment industries, including garments, footwear, handbags, and hats affected by the suspension of EBA. Salary tax exemption for pre-2019 seniority remuneration and 2019 seniority remuneration of Cambodian workers, and seniority remuneration from 2020 were exempted from salary tax on seniority remuneration that was no more than 4,000,000 Riels per year, effective March 24, 2020. Incentive tax for securities investors and public investors was provided for 3 years from January 1, 2019, to December 31, 2021, effective May 05, 2020. The exemption on withholding tax on interest aimed to sustain the banking and microfinance sector, which was severely affected by the COVID-19 outbreak, was effective from June 19, 2020. The exemption of property tax until 2023 for real estate located in 4 communes in Takhmao city, including Svay Rolum commune, Koh Anlong Chen commune, Sitbo commune, and Roka Khpos commune, deducted from Saang and Kandal Steung districts, Kandal province, was effective from April 2, 2020. In addition, tax measures were introduced by the Royal Government to assist the private sector and workers severely affected by the spread of COVID-19 from Round 1 on February 24, 2020, to Round 7 on December 23, 2020. Despite the introduction of these tax measures in response to the COVID-19 crisis, the Royal Government of Cambodia still managed to achieve an increase in tax revenue to address socio-economic issues. In fact, the Royal Government maintained its resilience and achieved an increase in tax revenue of about 2.9% in 2020. It should be noted that there are numerous causes and factors contributing to Cambodia's resilience in tax revenue collection. These include stability and macroeconomic growth from previous years, as well as the effective implementation of the Public Financial Management Reform Program and Revenue Mobilization Strategy (2019-2023). Furthermore, Cambodia's adaptation to the Fourth Industrial Revolution, leveraging digital technology for tax collection, has played a significant role in this resilience. It should be noted that the increase in tax revenue over the past five years, from 2016 to 2020, reflects the fruitful outcomes of the third phase of the financial management reform program of the Royal Government. Based on the above arguments, it can be concluded that the Royal Government of Cambodia has launched and implemented an effective and efficient financial management reform program in the past, as evidenced by the successes of the first and second phases, aiming to enhance budget integration with policy.
Figure 1: Annual tax revenue growth (percentage)






  Source: Author’s calculation
In 2021, tax revenue will decrease by 2.9%. In 2021, a number of tax measures were introduced, including the new Investment Law of the Kingdom of Cambodia aimed at attracting and boosting domestic investment. Additionally, income tax exemptions and preferential treatment, value-added tax adjustments, and pre-payment income tax exemptions (as of October 15, 2021) were implemented. The Royal Government also enacted measures to assist the private sector and workers severely affected by the spread of COVID-19, along with initiatives to rehabilitate and stimulate economic growth post-crisis, spanning from Round 8 to Round 10 (Round 8, March 25, 2021, to Round 10, October 28, 2021).  At this stage, the growth of tax revenue appears to have declined slightly compared to 2020. At this stage, the growth of tax revenue seemed to have declined slightly compared to 2020. The main factor behind this issue was the slowdown of macroeconomic growth in Cambodia, which was -3.1% in 2021. The closure of economic activities during the COVID-19 crisis had significantly impacted several priority sectors fundamental to the Cambodian economy, such as services and certain textile industries. In this sense, one can conclude that Cambodia's economic growth does indeed have an impact on tax revenues; in other words, tax revenues are affected by economic growth. In 2022, Cambodia achieved a tax revenue growth of 24.2%. At the same time, the Royal Government has continued to implement the strategic framework and program to restore and promote Cambodia's economic growth while living with COVID-19 in the new normal trajectory 2021-2023 (11th round on December 16, 2021) and launched additional measures to further manage the impact and support the recovery of the tourism sector (Round 12 on July 15, 2022). 
It should be noted that by 2022, the increase in tax revenue is likely to rise as Cambodia resumes normal economic activities in line with the country's macroeconomic growth of about 5.2%, following the successful implementation of the Royal Government of Cambodia's strategy to vaccinate against COVID-19. Based on the above achievements, it can be evaluated and concluded that the Royal Government has achieved great success in implementing the fourth phase of the Financial Management Reform Program. In particular, the implementation of the medium-term revenue mobilization strategy (2018-2023) represents a significant continuation of another strategic reform, characterized by sharper and deeper improvements in administrative capacity, revenue collection, governance strengthening, and the enhancement of policy quality, efficiency, and effectiveness. The tangible outcomes, reflected in the consistent increase in tax revenue and economic growth every year, hold historical significance for the nation. (Please refer to Figure 1 for further information on annual tax revenue growth.).
1.2.  Special Tax in Cambodia 
Special tax is indeed an important type of tax for the national budget. This type of tax was first established by Decree No. 24 of June 14, 1985, called the Domestic Goods Tax, and was renamed the Special Tax on Certain Goods by the Law on Amendments to the Financial Law, dated September 1, 1995, for management in 1995. According to the tax law dated February 24, 1997, the special tax on certain goods was called the special tax on certain goods and services. After the new tax law was promulgated on May 16, 2023, the special tax on certain goods and services was renamed the Special Tax. For almost three decades (1994-2022), the average annual growth rate of special tax revenue was 22.29%, and the average annual growth rate remained around 9.14% for more than a decade (2013-2022) as well. Notably, the maximum growth of this type of tax was up to 30.64% in 2019. (Please refer to Figure 2 for further information on Special tax growth.)

Figure 2: Special tax growth (percentage)





Source: Author’s calculation.
1.3.  Economic growth in Cambodia
The introduction of the Rectangular Strategy, the National Strategic Development Plan, and key national policies, especially the introduction of reform policies on priority areas, as well as the implementation of the Royal Government's prudent macroeconomic policies, have enabled the Cambodian economy to maintain remarkably high growth despite some challenges. For almost three decades (1994 to 2022), Cambodia has maintained a macroeconomic growth rate of around 6.74% per year and achieved its ambition to become a low-middle-income country by 2015. The country has a vision to achieve the status of a high-middle-income country by 2030 and a high-income country by 2050. For the short and medium term (five years), from 2004 to 2008, the Royal Government of Cambodia proudly achieved economic growth for the nation and the people, maintaining an average annual growth rate of 8.08%. During this period, Cambodia achieved a maximum growth rate of 13.3% in 2005 and a minimum growth rate of only 6.7% in 2008, despite facing a global economic crisis. This reflects the successful implementation of the first phase of the Rectangular Strategy and the National Strategic Development Plan, aimed at promoting economic growth, creating jobs for the people, ensuring social equity, and increasing the efficiency of the public sector for sustainable development and poverty reduction. The average annual economic growth rate for the medium term (2009-2013) was around 5.5%, with a minimum growth rate of 0.1% in 2009 and a maximum growth rate of 7.4% in 2013.
Figure 3: Economic growth (constant price)







 Source: Author’s calculation.  
It should be noted that the trend of the lowest growth rate in 2009 occurred after Cambodia was affected by the global economic crisis during 2007-2009. Despite some obstacles, these achievements demonstrate the fruits of the effective and efficient implementation of the Royal Government of Cambodia's second phase of the Rectangular Strategy. This phase has set its fundamental goal to ensure a highly sustainable economy by continuing to promote the implementation of measures to diversify the economy and strengthen the competitiveness of the Cambodian economy. After launching the third phase of the Rectangular Strategy for 2013-2018, with the clear strategic goal of ensuring sustainable economic growth, equity, and crisis resilience, Cambodia maintained an annual economic growth rate for the medium term of 5.3%, with a maximum growth rate of 7.5% in 2018.
The fourth phase of the Rectangular Strategy for 2018-2023 aimed at maintaining past achievements, ensuring sustainable economic growth at an average annual rate of 7%, and resilience to crises through the comprehensive and competitive diversification of new economic bases. This included maintaining macroeconomic stability by keeping inflation low, ensuring exchange rate stability, increasing reserves, and managing public debt. However, the growth rate achieved for the medium term (four years) was only 1.27% annually, with a negative minimum growth rate of 3.1% by 2020. The decline was caused by the COVID-19 crisis, the uncertainty of the global economy under the influence of trade wars between the two economic powers, China and the United States, as well as the crisis between Russia and Ukraine. (Please refer to Figure 3 for further information on Cambodia's economic growth.)
1.4.  Growth of Service Sector in Cambodia
Major economic activities in the service sector include hotels, travel agencies, tourism activities, passenger transport, and telecommunications. For almost three decades (1994-2022), the average annual growth of the service sector was about 6.6%. In particular, the growth rate was high at 14.6% in 1999. It should be noted that the growth of the service sector seemed to have a strong trend for the fourth consecutive year, with a growth rate of 13.2% in 2004 and 13.1% in 2005. It maintained a steady growth of 10.1% in 2006 and 2007. However, the trend continued to decline slightly to 9% in 2008 and 2.3% in 2009 as Cambodia was affected by the global financial crisis. Since 2012, this growth had recovered at an average annual growth rate of 4.13% by 2022. It is observed that this growth rate declined negatively by 6.3% in 2020 and 1.9% in 2021, marking the largest decline in Cambodia's history in nearly 30 years due to the COVID-19 crisis, which had been ongoing since the end of 2019. (Please refer to Figure 4 for further information on Growth of Service Sector.)








Figure 4: Growth of Service Sector (Percentage)








Source: Author’s calculation.  
1.5.  Public Expenditure in Cambodia
Public expenditure referred to the national budget expenditures implemented through the National Treasury, encompassing both recurrent expenditures and capital expenditures. For nearly three decades (1994-2022), the growth rate of public expenditure was around 13.37%, with tax revenue growing at an average annual rate of 26.13%. In the last decade (2013-2022), public spending increased by an average of 10.69%, while tax revenue increased by 14.53% annually. Based on fiscal policy, the power of government spending is to adjust macroeconomic outcomes, while tax revenues contribute to the financing of public spending. In essence, fiscal policy works by driving growth in total demand. In this sense, for the current economic situation in Cambodia, the state can increase public spending; however, it is necessary to have revenue as a source of financing for expenditures. Appropriately, the budget is significantly affected by economic growth, and conversely, the budget also influences economic growth by increasing revenues and revising public expenditures to achieve the priority goals of economic growth.
Figure 5: Growth of Public Expenditure (Percentage)








Source: Author’s calculation.
As a practical argument, after the implementation of the Rectangular Strategy Phase 1 (2003-2008), which served as a tool to support the Royal Government's political program for the third term of the National Assembly over five years, tax revenue increased on average annually by 29.26%. This increase was in line with the increase in public spending, which grew at an average annual rate of 17.15%, and the average annual economic growth rate of 8.06% during the same period.
During 2008-2013, the Rectangular Strategy Phase II, a tool to support the Royal Government's political program for the fourth term of the National Assembly, was implemented to continue to increase tax revenue by an average annual increase of 15.61%. The average public spending increased by around 8.01%, and the average annual economic growth rate was 5.5% during the same period. During the 2013-2018 Rectangular Strategy Phase 3, serving as a tool to support the Royal Government's political program for the 5th term of the National Assembly, there was a continued implementation of an average annual tax revenue growth of 15.55%, along with an average increase in public expenditures of 13.15% annually. Economic growth averaged 5.63% over the same period. During 2018-2023, the Royal Government of Cambodia implemented the Rectangular Strategy Phase 4, serving as a tool to support the political program for the 6th legislature of the National Assembly. The average annual public expenditure was around 2.13%, and the average annual economic growth was 1.27% during the same four-year period. In this sense, as tax revenue increases, the government increases its public spending to boost growth. Thus, tax revenue contributes to the role of a proxy for public expenditure, influencing economic growth. In other words, tax revenue contributes to economic growth by increasing public expenditure. (Please refer to Figure 5 for further information on Growth of Public Expenditure.)
2. Theoretical framework
The relationship between fiscal policy and economic growth is a subject of extensive theoretical exploration. Economists have introduced various theories and principles of tax collection over time to guide countries in achieving fair and equitable tax practices. Among these theories, the cost-of-service theory posits that government expenses in delivering specific services should be covered collectively by those benefiting from them (Jhingan, 2009). However, this theory has faced criticism for its limitations in practical application and its potential to restrict government welfare activities. In response to these limitations, the benefit-received theory emerged, suggesting that citizens should contribute taxes in proportion to the benefits they receive from government services. Despite its appeal, this theory is challenged by the difficulty in measuring individual benefits from government services (Ahuja, 2012). Another perspective, the socio-political theory of taxation, emphasizes addressing broader societal issues rather than individual interests (Bhartia, 2009). Furthermore, the Ability to Pay Theory asserts that taxpayers should be taxed according to their financial capacity, ensuring justice and equity in taxation (Musgrave & Musgrave, 2004). Conversely, the Fiscal Exchange theory posits that taxpayer compliance is influenced by the government's provision of public goods and services (Ogbonna & Appah, 2016). Neoclassical Theory: From a neoclassical perspective, taxes can have a negative impact on economic growth by distorting incentives for work, investment, and entrepreneurship. Higher taxes reduce the return on investment and labor income, leading to lower levels of capital accumulation and labor supply. This reduces the economy's potential output and long-term growth rate (Mankiw, N. G., & Taylor, M. P., 2014). Special taxes, such as targeted levies on specific industries or activities, can exacerbate these distortions by creating additional inefficiencies and reducing the overall efficiency of resource allocation. According to fiscal policy theory, the impact of special taxes on economic growth depends on how the revenue is used. If the revenue from special taxes is used to finance productive public investments or to reduce distortionary taxes elsewhere, it can potentially have a positive impact on growth (Barro, R. J., & Sala-i-Martin, X., 2004). For example, revenue from taxes on environmentally harmful activities could be used to fund clean energy projects or infrastructure investments, which can promote sustainable economic growth. However, if the revenue is used inefficiently or to finance wasteful spending, it can have a negative impact on growth. Public choice theory emphasizes the political dynamics behind tax policy decisions. Special taxes may be influenced by rent-seeking behavior, where certain interest groups lobby for preferential treatment or exemptions from taxation (Brennan, G., & Buchanan, J. M., 1984). This can distort economic incentives and lead to inefficient outcomes that hinder economic growth. Additionally, special tax provisions may be used as tools for political favors or to manipulate behavior, rather than being based on sound economic principles. Tax competition theory suggests that special taxes can affect economic growth by influencing the competitiveness of a jurisdiction relative to others (Oates, W. E., 1999). High or burdensome special taxes may drive away businesses and investment to jurisdictions with more favorable tax regimes, leading to a loss of economic activity and growth. Conversely, well-designed special tax incentives or exemptions can attract investment and spur economic growth by making a jurisdiction more attractive for businesses. Dynamic scoring theory considers the broader economic effects of tax policies, including their impact on innovation, entrepreneurship, and long-term growth (Auerbach, A. J., & Hassett, K. A., 2015). Special taxes, particularly those targeted at specific industries or activities, can affect the allocation of resources and incentives for innovation. For example, taxes on research and development expenditures may discourage innovation and hinder long-term productivity growth.  
 The Government spending can stimulate economic growth, especially during periods of economic downturn (Keynes, J. M., 1936). According to Keynesian economics, when private sector demand is insufficient to maintain full employment, the government can step in by increasing its spending on infrastructure, education, healthcare, and other public goods. This injection of demand into the economy can create jobs, boost consumer spending, and ultimately drive economic growth. Wagner's Law: this law suggests that as an economy develops, the share of public expenditure in GDP tends to increase (Wagner, A.,1883). Wagner argued that as incomes rise and societies become more complex, there is greater demand for public goods and services such as education, healthcare, and infrastructure. Therefore, higher levels of public expenditure may be associated with higher levels of economic development and growth. Endogenous Growth Theory: Unlike traditional growth theories which focus on factors like capital accumulation and technological progress, endogenous growth theory emphasizes the role of government policies, including public expenditure, in fostering long-term economic growth (Romer, P. M.,1990). According to this theory, public investment in education, research and development, and infrastructure can have positive spillover effects on productivity and innovation, leading to sustained economic growth. New Classical/Monetarist View: This perspective argues that the effectiveness of public expenditure in promoting economic growth depends on how it is financed (Barro, R. J., 1989). Advocates of this view often emphasize the importance of fiscal discipline and argue that deficit spending or excessive government debt can have negative consequences for long-term growth prospects. They may advocate for policies aimed at reducing government spending and promoting free market principles to stimulate economic growth.
Structural Transformation Theory: This theory, often associated with the work of economists such as Simon Kuznets and W. Arthur Lewis, posits that economic development is characterized by a shift from agriculture to industry and then to services. As an economy evolves, the share of the service sector in GDP tends to increase. According to this theory, the growth of the service sector reflects a maturing economy, with services becoming increasingly important for meeting the diverse needs of consumers and businesses (Kuznets, S., 1971). Productivity Growth Theory: The growth of the service sector can also contribute to economic growth through improvements in productivity. Advances in technology and organizational efficiency in service industries can lead to higher productivity levels, which in turn can boost overall economic output (Jorgenson, D. W., & Stiroh, K. J., 2000). For example, innovations in information technology have transformed sectors such as finance, telecommunications, and business services, leading to increased productivity and economic growth. Demand-Led Growth Theory: According to this theory, the expansion of the service sector can drive economic growth by generating additional demand in the economy (Lavoie, M., 2014). As service industries grow, they create employment opportunities and income for workers, which in turn leads to increased consumer spending on goods and services. This rise in demand can stimulate production and investment across various sectors of the economy, contributing to overall economic growth. Export-Led Growth Theory: While traditionally associated with manufacturing, export-led growth can also apply to certain service industries such as tourism, financial services, and business services (Balassa, B., 1978). The growth of these export-oriented service sectors can boost economic growth by generating foreign exchange earnings, creating jobs, and stimulating investment. Moreover, the competitiveness of service exports can improve overall economic efficiency and productivity. Human Capital Theory: The service sector often relies heavily on skilled labor and knowledge-intensive activities (Becker, G. S., 1964). Therefore, investments in education, training, and research and development aimed at developing human capital can have a significant impact on the growth of the service sector and, by extension, on overall economic growth. A well-educated and skilled workforce is essential for innovation, productivity improvements, and competitiveness in service industries.
This study is grounded in these theoretical frameworks, recognizing the complexity of tax policy and its implications for economic growth. By exploring these theories, the research aims to provide insights into the relationship between tax revenue and economic growth in Cambodia. Through empirical analysis, the study seeks to contribute to the understanding of how tax policies can be designed to foster sustainable economic development and societal well-being. Overall, this theoretical framework provides a foundation for investigating the dynamics of tax revenue and its impact on economic growth, informing evidence-based policy decisions and strategic planning in Cambodia's fiscal landscape. 
3.Methodology
3.1 Data
	This study utilizes annual time series data spanning from 1994 to 2022, sourced from the National Institute of Statistics of Cambodia and the General Department of Taxation of Cambodia. Cambodia's economic growth is based on the value of real GDP represented by RGDPG. Tax Revenue is the total amount of tax collected by the General Department of Taxation from all types of taxes as defined in the laws and regulations on taxation of the Kingdom of Cambodia, excluding customs revenue or other non-tax revenue represented by TXR. Special tax serves as a revenue source for the national budget. This type of tax is levied on goods deemed harmful to health or those that the government does not encourage excessive consumption of, such as luxury goods and non-essential services. It includes various beverages, wines, beers, cigars, and locally produced items like cement (Law on the Amendment of the Financial Law for Management, 1995). Public expenditure represents the amount, measured in millions of riels, allocated in the national budget and disbursed through the national treasury. This expenditure encompasses both current and capital expenditures (Law on Public Financial System, 2008). The growth in services encompasses growth in trade, hotels and restaurants, transport and telecommunications, and finance. Data on all the variables were transformed into natural logarithms to achieve stationarity in variance. It should be noted that if the F-statistics (Wald test) establishes a single long-run relationship and the sample data size is small (n ≤ 30) or finite, the ARDL error correction representation becomes relatively more efficient (Nkoro & Uko, 2016). Equation (1) represents the impact of tax revenue on economic growth in Cambodia. The model for this work as:
=  ++	(1)
3.2. Model Specification   
To examine the impact of tax revenue on economic growth in Cambodia, this study utilizes the autoregressive distributed lag (ARDL) bounds testing approach for cointegration, developed by Pesaran and Shin (1995). The technique provides several advantages over alternative estimation methods, such as those proposed by Engle and Granger (1987) and Johansen (1991). Primarily, it possesses the versatility to be applied irrespective of the integration order of the regressors (either I(1) and/or I(0)). This attribute renders it a statistically more significant approach for correlation analysis, particularly in scenarios with limited data, as opposed to other methods which necessitate larger datasets for validity. Moreover, it accommodates variations in optimal lags among variables, a capability not found in other techniques. Ultimately, the method employs a unified reduced form equation to determine both long- and short-term relationships among variables (Pesaran & Shin, 1999; Babajide et al., 2015; Bahmani-Oskooee & Ng, 2002; Kyophilavong et al., 2013; Odhiambo, 2010; Babajide & Lawal, 2016;). After delineating the advantages of the ARDL model, this study utilizes a bound test to assess cointegration among the variables under scrutiny. The autoregressive distributed lag (ARDL) is suitable for either I (1) variables or a combination of I(1) and I(0) variables. The ARDL model avoids endogeneity problems when compared with other form of co-integrating and also estimates the long run and short run parameters simultaneously. In the formulated ARDL framework, GDP growth () is the dependent variable (DV), while lag variables of GDP growth (), tax revenue (), Special Tax (), Public Expenditure () and growth of service sector () serve as independent variables (IV).  To investigate cointegration among the variables outlined in Equation (1), we establish the ARDL framework as follows: 
		(2)
In the formulated ARDL framework, 'log' denotes the logarithm of the variables, where '', '', '', '', '', and '' are  as defined earlier. The symbol Δ represents the first difference operator, α₀ is the constant term, and αᵢ, βᵢ,  ,  ,  represent the short-run coefficients. Additionally, θ₁, θ₂, ,  and   are the long-run coefficients, while 'n', 'm', 'p', 'x', and 'y' denote the lag length. The term μₜ represents the white noise error term.  To ascertain the presence of a cointegrating relationship among RGDPG, TXR, ST, Pubex, and Svcsg in the long run, the null hypothesis(H0) is typically formulated as: H0:  =  =  =  =  = 0.  This implies no effect of the corresponding lagged variable on the dependent variable. The alternative hypothesis (H1) is usually state as: H1:   ≠  ≠ ≠  ≠  ≠ 0, indicating a significant effect of at least one of the corresponding lagged variables on the dependent variable. This is performed utilizing the F-test developed by Pesaran, Shin, and Smith (2001), subsequently refined by Narayan (2005). The calculated F-statistic is then compared with upper and lower critical values provided by Pesaran et al. (2001). If the computed F-value surpasses the upper critical value, we reject the null hypothesis of no cointegration, regardless of whether the variables are I(0) or I(1). In line with the suggestion by Pesaran et al. (2001), after confirming cointegration among the variables, we proceed to estimate the Error Correction Model. The error correction model (ECM) representation of the ARDL approach is as follows: 
		(3)
The essence of the error correction model is to show the speed of adjustment back to long-run equilibrium after a short-run shock. To validate the accuracy of the model, various diagnostic tests are conducted. Specifically, the tests focus on assessing heteroscedasticity, normality, serial correlation, and the functional form within the selected model. As highlighted by Pesaran et al. (2001), stability tests (CUSUM) play a crucial role in examining the stability of regression coefficients. These tests are iteratively updated and graphically plotted against break points. If the plot remains within the critical bounds at the 5% level of significance, the null hypothesis that all coefficients in the regression are stable cannot be rejected.
4. Result and discussion
4.1. Unit root test
The Augmented Dickey-Fuller (ADF) test is a statistical test used to determine whether a unit root is present in a time series dataset. A unit root suggests that a time series variable is non-stationary, meaning its mean and variance are not constant over time. In econometrics, a common application of the ADF test is to assess the stationarity of variables in time series analysis, particularly in the context of testing for the presence of a long-run relationship or cointegration between variables. Table 1 presents the results of the ADF test for both levels and first differences of the variables. The findings indicate that all variables are stationary at the first difference, denoted as I (1). With this confirmed stationarity, we move forward to investigate the potential cointegration among the variables. 
Table 1: Augmented Dickey-Fuller Test Results
	Variable
	ADF at Level
	ADF at 1st Difference
	Order of integration

	logRGDPG
	-1.318
	-3.166**
	I(1)

	logTXR
	-2.403
	-6.883*
	I(1)

	logST
	-2.119
	-6.929*
	I(1)

	logPubex
	-0.245  
	-4.455*  
	I(1)

	logSvcsg
	-1.811
	-2.664***
	I(1)


Note: * Statistical significance at the 1% level; ** Statistical significance at the 5% level, and *** Statistical significance at the 10% level 
Source:  Author: Calculated from STATA 15.0.
4.2. Bounds Test Approach to Cointegration 
The ARDL bounds testing approach is employed to investigate the cointegration relationship among the variables. Tables 2 and 3 present the results of the bounds test for cointegration. The F-statistic value of 52.726 exceeds the critical values at the 1%, 5%, and 10% significance levels, indicating the presence of a cointegration relationship among the variables.
Table 2: Results of Bounds Test Approach to Cointegration
	Function 
	F-Statistics
	k

	logRGDPG=f (logTXR, logST, logPubEx,logSvcsg) 
	52.726
	4


Source:  Author: Calculated from STATA 15.0.
Table 3: Results of Critical Value Bounds
	Significance Level
	I(0) [Lower Bound]
	I(1) [Upper Bound]

	1%
	6.84
	7.84

	5%
	4.94
	5.73

	10%
	4.04
	4.78


Source: Author: Calculated from STATA 15.0. 
4.3. Long-Run Relationship Analysis
Table 4 presents the results of Long-Run Relationship Analysis.  In the long run, tax revenue   exhibits a significant positive relationship with GDP growth. The coefficient estimate for tax revenue is 0.11 with a standard error of 0.17 and a t-statistic of 2.98, yielding a p-value of 0.059. it is statistically significant at the conventional 10% significance level (p-value < 0.10). This indicates that a 1% increase in tax revenue leads to a 0.11% increase in GDP growth in the long run, holding other variables constant. The coefficient estimate for special tax is 0.06, with a standard error of 0.04. The t-statistic is 6.53, and the p-value is 0.007. This indicates that special tax has a statistically significant positive effect on GDP growth at the 1% significance level (p-value = 0.007 < 0.01).  A 1% increase in special tax leads to a 0.06% increase in GDP growth in the long run. The coefficient estimate for public expenditure is -0.12, with a standard error of 0.01. The t-statistic is -2.72, and the p-value is 0.073. Although the coefficient suggests a negative effect, it is statistically significant at the conventional 10% significance level. A 1% increase in public expenditure leads to a -0.12% decrease in GDP growth in the long run. The coefficient estimate for growth of service sector is 0.81, with a standard error of 0.05. The t-statistic is 14.47, and the p-value is 0.001. This indicates that growth of service sector has a statistically significant positive effect on GDP growth at the 1% significance level. A 1% increase in growth of service sector leads to a 0.81% increase in GDP growth in the long run.
Table 4: Long-Run Relationship Analysis Results
	Variable
	Coefficient
	Std. Error
	t-Statistic
	P-Value

	
	0.11
	0.17
	2.98
	0.059***

	logST
	0.06
	0.04
	6.53
	0.007*

	logPubEx
	-0.12
	0.01
	-2.72
	0.073***

	logSvcsg
	0.81 
	0.05
	14.47
	0.001*


Note: * Statistical significance at the 1% level; ** Statistical significance at the 5% level, and *** Statistical significance at the 10% level.
Source: Author: Calculated from STATA 15.0. 
4.4. Short-Run Relationship Analysis
Table 5 presents the results of Short-Run Relationship Analysis. The coefficient estimates for the lagged GDP growth at time t-1 ‘’ is 0.44, with a standard error of 0.16 and a t-statistic of 2.73. While this coefficient is not statistically significant at the conventional 5% level (p-value < 0.05), it is statistically significant at the 10% level (p-value < 0.10).  This suggests evidence of a positive relationship between lagged GDP growth at time t-1 and the dependent variable in the short run. Specifically, for every 1% increase in the lagged GDP growth at time t-1, the dependent variable is estimated to increase by 0.44%, indicating a weak but potentially meaningful impact of lagged GDP growth on the dependent variable in the short run.  
In the short run, tax revenue in the current year ‘’ demonstrates a negative relationship with GDP growth, with a coefficient estimate of -0.12 and a t-statistic of -4.77, yielding a p-value of 0.018. This coefficient is statistically significant at the conventional 5% level (p-value < 0.05). This indicates that a 1% increase in current tax revenue ‘’ leads to a -0.12% decrease in GDP growth ‘’ in the short run.   
The coefficient estimates for the lagged tax revenue at time t-1 ‘’ is -0.1, with a standard error of 0.015 and a t-statistic of -6.64. While this coefficient is statistically significant at the conventional 1% level (p-value < 0.01). This suggests evidence of a negative relationship between lagged tax revenue at time t-1 ‘’ and the GDP growth ‘’in the short run. This indicates that a 1% increase in lagged tax revenue at time t-1 ‘’ leads to a -0.1% decrease in GDP growth ‘’ in the short run.       
The coefficient estimates for the lagged tax revenue at time t-2 ‘’ is 0.04, with a standard error of 0.016 and a t-statistic of 2.51. This coefficient shows statistical significance at the conventional 10% level (p-value < 0.1), indicating a positive relationship between lagged tax revenue at time t-2 ‘’ and GDP growthin the short run. Essentially, a 1% increase in lagged tax revenue at time t-2 '' leads to a 0.04% increase in GDP growth ‘’ in the short run.         
The coefficient estimates for the lagged tax revenue at time t-3, denoted as ,  stands at 0.09, with a standard error of 0.014 and a t-statistic of 6.27. This coefficient demonstrates statistical significance at the conventional 1% level (p-value < 0.01), providing strong evidence of a positive relationship between lagged tax revenue at time t-3 ‘’ and GDP growthin the short run. This implies that a 1% increase in lagged tax revenue at time t-3 ‘’ leads to a 0.09% increase in economic growth ‘’ in the short run.   
The coefficient estimates for the special tax at time t, denoted as  , stands at -0.07, with a standard error of 0.005 and a t-statistic of -12.28. This coefficient exhibits statistical significance at the conventional 1% level (p-value < 0.01), indicating compelling evidence of a negative relationship between the special tax at time t ‘’ and GDP growthin the short run. Consequently, a 1% increase in the special tax at time t ‘’ leads to a -0.07% decrease in economic growthin the short run.     
The coefficient estimates for the lagged special tax at time t-1, denoted as , is -0.042, with a standard error of 0.006 and a t-statistic of -6.55. Despite being statistically significant at the conventional 10% level (p-value < 0.1), it suggests evidence of a positive relationship between the lagged special tax at time t-1 ‘’ and GDP growthin the short run. This indicates that a 1% increase in lagged special tax at time t-1 ‘’ leads to a -0.042% decrease in economic growth )  in the short run. However, the lagged special tax at time t-2 ‘’ and at time t-3 ‘’ does not exhibit a significant relationship with GDP growth . 
The coefficient estimates for the public expenditure at time t ‘’ is 0.09, with a standard error of 0.03 and a t-statistic of 2.85. While this coefficient is statistically significant at the conventional 10% level (p-value < 0.1). This suggests evidence of a positive relationship between public expenditure at time t ‘’ and GDP growthin the short run. This indicates that a 1% increase in public expenditure at time t ‘’ leads to a 0.09% increase in economic growth  in the short run. However, the lagged public expenditure at time t-1 ‘’ and public expenditure at time t-2 ‘’ does not exhibit a significant relationship with GDP growth . 
The result suggests that the coefficient associated with the growth of the service sector at time t ‘’ in the regression analysis is not statistically significant at any conventional level of significance (typically set at 10%, 5%, or 1%). Therefore, changes in the growth of the service sector at time t do not exhibit a significant relationship with GDP growth . 
A 1% increase in the lagged growth of service sector at time t-1 ‘’ leads to a -0.65% decrease in economic growth  in the short run. The coefficient estimates for the lagged growth of service sector at time t-1 ‘’ is -0.65, with a standard error of 0.10 and a t-statistic of -6.39. This coefficient is statistically significant at the conventional 1% level (p-value < 0.01), indicating evidence of a negative relationship between lagged growth of service sector at time t-1 ‘’ and GDP growth  in the short run.   
In the short run, a 1% increase in the lagged growth of the service sector at time t-2 ‘’ leads to a -0.39% decrease in economic growth . The coefficient estimates for the lagged growth of the service sector at time t-2 ‘’ is -0.39, with a standard error of 0.03 and a t-statistic of -11.43. This coefficient is statistically significant at the conventional 1% level (p-value < 0.01), providing strong evidence of a negative relationship between the lagged growth of the service sector at time t-2 ‘’ and GDP growth in the short run. 
In the short run, a 1% increase in the lagged growth of the service sector at time t-3 ‘’ leads to a -0.41 % decrease in economic growth The coefficient estimates for the lagged growth of the service sector at time t-3 ‘’ is -0.41, with a standard error of 0.04 and a t-statistic of -9.11. This coefficient is statistically significant at the conventional 1% level (p-value < 0.01), providing strong evidence of a negative relationship between the lagged growth of the service sector at time t-3 ‘’ and GDP growth  in the short run. 
Additionally, the error correction term (ECT) is negative and significant at the 5% level, indicating the existence of a long-run equilibrium relationship among the variables. The coefficient estimate for ECT is -1.09, suggesting that short-run deviations from long-run equilibrium are corrected by 109% each year.
R-squared is a measure of how well the independent variables explain the variation in the dependent variable. In this case, the R² value of 99.93% suggests that approximately 99.93% of the variation in the dependent variable ) is explained by the independent variables included in the model. This indicates an extremely high level of explanatory power, suggesting that the model captures almost all of the variability in the dependent variable.
 Adjusted R-squared takes into account the number of independent variables in the model and adjusts the R-squared value accordingly. It penalizes the addition of unnecessary variables that do not significantly improve the model's explanatory power. The Adj R² value of 99.42% indicates that approximately 99.42% of the variation in the dependent variable is explained by the independent variables while considering the complexity of the model.
 Root MSE is a measure of the average deviation of the observed values from the predicted values. In this case, the Root MSE of 0.25% suggests that, on average, the model's predictions of economic growth ) deviate from the actual values by approximately 0.25%. Lower values of Root MSE indicate better model performance, suggesting that the model's predictions are relatively close to the actual values.
 	Overall, these model statistics indicate that the regression model has a high level of explanatory power, capturing a significant portion of the variability in economic growth. Additionally, the model's predictions are relatively accurate, with small deviations from the actual values.
Table 5: Short-Run Relationship Analysis Results
	Variable
	Coefficient
	Std. Error
	t-Statistic
	P-Value

	
	0.44
	0.16
	2.73
	0.072***

	
	-0.12 
	0.025 
	-4.77
	0.018**

	
	-0.1
	0.015
	-6.64
	0.007*

	
	0.04
	0.016 
	2.51
	0.087***

	
	0.09
	0.014 
	6.27
	0.008*

	
	-0.07
	0.005 
	-12.28
	0.001*

	
	-0.042   
	0.006 
	-6.55
	0.007*

	
	-0.004 
	0.006
	-0.70
	0.535

	
	0.0003 
	0.006
	0.06
	0.959

	
	0.09 
	0.03 
	2.85
	0.065***

	
	0.012
	0.03 
	0.36
	0.743

	
	0.04
	0.02 
	1.76
	0.177

	
	-0.19
	0.13
	-1.47
	0.239

	
	-0.6545
	0.10  
	-6.39
	0.008*

	
	-0.39
	0.03 
	-11.43
	0.001*

	
	-0.41 
	0.04 
	-9.11
	0.003*

	Constant
	4.07
	0.99 
	  4.07
	0.027**

	
	-1.09
	0.17
	-6.54
	0.007*

	Model Statistics:
	 =99.93%
	=99.42%
	Root MSE =0.25%


Note: * Statistical significance at the 1% level; ** Statistical significance at the 5% level, and *** Statistical significance at the 10% level 
Source: Author: Calculated from STATA 15.0. 
4.5. Diagnostic Tests
As per the findings presented in Table 6, The Diagnostic tests were conducted to assess the model's goodness-of-fit. The Breusch-Godfrey LM test for autocorrelation evaluates whether there is serial correlation in the residuals of a regression model. The p-value associated with the test statistic is 0.4512. Since this p-value is greater than the typical significance level of 0.05, we fail to reject the null hypothesis. This suggests that there is no evidence to conclude that serial correlation exists in the residuals of the regression model. In other words, the residuals do not exhibit a systematic pattern of correlation over time, indicating that the model adequately captures the temporal dependence structure in the data.
The Heteroskedasticity Test using the Breusch-Pagan-Godfrey test assesses whether the error terms in a regression model have constant variance. The p-value associated with the test statistic is 0.9354. Since this p-value is greater than the typical significance level of 0.05, we fail to reject the null hypothesis. This suggests that there is no evidence to conclude that heteroskedasticity is present in the error terms of the regression model. In other words, the variance of the error terms is constant across observations, indicating that the assumptions of homoscedasticity are met.
The Jarque-Bera test is a test for normality that evaluates whether the residuals of a regression model are normally distributed. The p-value associated with the test statistic is 0.5029. Since this p-value is greater than the typical significance level of 0.05, we fail to reject the null hypothesis. This suggests that there is no evidence to conclude that the residuals deviate significantly from a normal distribution. In other words, the assumption of normality is not violated, indicating that the residuals follow a roughly normal distribution.
The Ramsey RESET test is a diagnostic test used to detect the presence of omitted variables in a regression model. The p-value associated with the test statistic is 0.1437. Since this p-value is greater than the typical significance level of 0.05, we fail to reject the null hypothesis. This suggests that there is no statistically significant evidence to conclude that the model suffers from omitted variable bias. In other words, the model appears to adequately capture the relationship between the dependent and independent variables without omitting important explanatory variables.
Overall, based on these diagnostic tests, the regression model appears to be well-specified, with no significant issues such as serial correlation, heteroskedasticity, or non-normality in the residuals. This implies that the model's assumptions are reasonably satisfied, and its results can be interpreted with confidence.
Table 6: Diagnostic Test
	Type of Diagnostic
	Null Hypothesis
	P-Value

	Breusch-Godfrey LM test for autocorrelation
	H0: No serial correlation
	0.4512

	Heteroskedasticity Test: Breusch-Pagan-Godfrey
	H0: Constant variance
	0.9354

	Jarque-Bera normality test
	H0: Normality
	0.5029

	Ramsey RESET Test
	H0:  Model has no omitted variables
	0.1437


Source: Author: Calculated from STATA 15.0.
4.6.  Stability Test
Table 7 provides the findings of the cumulative sum test for parameter stability. The Cumulative Sum of Recursive Residuals (CUSUM) is applied to assess parameter stability. Since the test statistic of 0.5532 is lower than all the critical values provided (1.1430, 0.9479, and 0.850), we fail to reject the null hypothesis. This suggests that there is no statistically significant evidence of structural change or instability in the model coefficients over time. The results indicate that the model coefficients remain stable throughout the time period considered in the analysis, as the test plot lies within the critical limits shown in Figure 6.
Table 7: Cumulative sum test for parameter stability
	Statistic
	Test Statistic
	1% Critical Value
	5% Critical Value
	10% Critical Value

	recursive
	0.5532
	1.1430
	0.9479
	0.850


Source: Author: Calculated from STATA 15.0. 
Figure 6:  Plot of cumulative sum of recursive residuals
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      Source: Author: Calculated from STATA 15.0.
5. Conclusion and recommendation
5.1 Conclusion
 The study on 'The Impact of Tax Revenue on Economic Growth in Cambodia' utilizing the ARDL (ARDL Bounds Test) reveals that in the long run, tax revenue, special tax, and growth in the service sector exhibit statistically significant positive relationships with economic growth, while public expenditure shows a negative relationship. 
Tax revenue has a significant positive impact on economic growth in Cambodia in the long run. A 1% increase in tax revenue leads to a 0.11% increase in economic growth, holding other variables constant. Special tax also contributes positively to economic growth in the long run. A 1% increase in special tax leads to a 0.06% increase in economic growth. Contrary to expectations, public expenditure shows a negative relationship with economic growth in the long run. A 1% increase in public expenditure leads to a -0.12% decrease in economic growth. Growth in the service sector significantly contributes to economic growth in Cambodia in the long run. A 1% increase in service sector growth leads to a 0.81% increase in economic growth. In the short run, tax revenue exhibits a negative relationship with economic growth, indicating potential short-term fluctuations. The regression model shows a high level of explanatory power, capturing almost all of the variation in economic growth. Diagnostic tests suggest that the model is well-specified, with no significant issues such as serial correlation, heteroskedasticity, or non-normality in the residuals. 
This underscores the crucial role of tax revenue as a driver of economic growth in Cambodia. Tax revenue serves as a vital instrument for meeting the national budget and facilitating effective public financial management. It enables the implementation of the Royal Government's political program, marked by dynamism, superiority, efficiency, and effectiveness. Furthermore, tax revenue supports economic growth through increased investments in both long-run and short-run capital, as well as other critical government expenditures. Therefore, optimizing tax revenue collection is imperative for the Royal Government to harness the full potential of the economy and achieve sustainable economic development. 
5.2.  Recommendations
The government should continue to focus on tax policies that encourage revenue generation while avoiding excessive burdens on economic activities. This could involve revising tax rates and structures to optimize revenue collection without hindering economic growth. Given the positive impact of special tax on economic growth, policymakers should consider expanding the scope of special taxes on goods deemed harmful to health or those the government does not encourage excessive consumption of. While public expenditure is essential for infrastructure development and public services, efforts should be made to ensure that spending is efficient and targeted towards projects that contribute to economic growth.  Policies aimed at promoting the growth of the service sector should be prioritized, as this sector has a significant positive impact on economic growth. This could involve investment in education, technology, and infrastructure to support service sector expansion. Continuous monitoring and evaluation of tax policies, public expenditure programs, and overall economic performance are crucial for informed decision-making. Regular reviews of the effectiveness of policies and their impact on economic growth should guide future policy adjustments. In conclusion, optimizing tax revenue collection is vital for driving economic growth, promoting public welfare, and achieving sustainable development in Cambodia. By implementing the above recommendations, the Royal Government can strengthen tax administration, enhance compliance, and foster a conducive environment for economic prosperity.
According to socio-political theory, the tax system should not exclusively cater to individuals; instead, it should be designed to serve society as a whole. Governments should aim to use tax revenue effectively, providing economic and social benefits to the people and contributing to overall economic development. In accordance with this theory, the attainment of a higher national income requires a tax policy that gains public acceptance. Essentially, a tax system should embody key principles such as efficiency, effectiveness, accountability, transparency, and inclusiveness. Therefore, to ensure the effective and efficient collection of tax revenue, contributing to both short-term and long-term national economic growth, the Royal Government should concentrate on optimizing the implementation of laws and regulations. This involves maintaining a gentle, firm, and decisive fiscal approach, continually amending and consolidating taxation laws, regulations, policies, and strategic plans for consistency and inclusiveness. Furthermore, a thorough examination and discussion should precede the implementation of these changes, considering both timely adjustments and the evolving landscape of national and global economic development. Furthermore, the Royal Government should persist in widely disseminating and educating people at all levels throughout the country about taxation laws and regulations. This ensures a clear understanding of their rights and obligations related to taxes. Additionally, there should be continuous efforts to expand the payment mechanism through the banking system and promote the effective use of digital technology, including artificial intelligence (AI), in tax governance. These initiatives align with the policy of economic reform. The Royal Government should persist in promoting a culture of voluntary taxation among investors in priority economic sectors, encouraging proper tax declaration. It is crucial to continue implementing punitive measures to address tax inequalities and imbalances, ensuring fair competition and transparency in tax obligations. Additionally, there is a need to continually strengthen the capacity of local officials to implement and comprehend tax laws and regulations clearly. This effort ensures consistent interpretation and explanation by tax administration officials for taxpayers. Simultaneously, the Royal Government should actively prevent tax evasion, eliminate corruption in tax affairs, and ensure effective measures against such practices among both taxpayers and officials. This can be achieved by fortifying tax audit procedures and rigorously enforcing anti-corruption laws.
Future research could explore additional factors influencing economic growth in Cambodia, such as foreign direct investment, trade policies, and socio-economic factors. Additionally, longitudinal studies could provide insights into the dynamic relationships between tax revenue, expenditure, and economic growth over time. 
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Appendix I
ARDL bounds test 
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Appendix II
ARDL long-run and short-run results
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Appendix III
Lag Length selection for ARDL model 
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