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ABSTRACT

	Economic growth is a vital driver of national development, fostering employment, reducing poverty, and raising living standards. In the Philippines, taxation remains the government’s primary tool for resource mobilization, yet the distinct contributions of various tax instruments to economic performance have not been thoroughly examined. This study analyzed the effects of Corporate Income Tax (CIT), Value-Added Tax (VAT), and Excise Tax revenues on the country’s Gross Domestic Product (GDP) using a quantitative econometric approach. Time-series data covering 2014 to 2024 were obtained from the Philippine Statistics Authority, World Bank, and Bureau of Internal Revenue. The Ordinary Least Squares (OLS) regression method was employed, supported by descriptive statistics and correlation analysis to validate the results. Findings show that tax revenues collectively explain 95 percent of the variation in GDP (R² = 0.95, F = 44.21, p < 0.01), confirming their substantial role in driving economic growth. Among the three instruments, VAT had the strongest and most significant positive effect (B = 0.48, β = 0.79, p < 0.01), followed by Excise Tax (B = 0.22, β = 0.49, p = 0.03), while CIT displayed a negative but statistically insignificant impact (B = -0.19, p = 0.23). The Durbin–Watson statistic (2.42) indicated no autocorrelation, and multicollinearity was within acceptable levels. These results suggest that indirect taxes, particularly VAT and Excise Tax, are more effective drivers of economic expansion than corporate taxation. The study concludes that strengthening the administration of VAT and Excise Tax, improving compliance mechanisms, and broadening the tax base are essential for sustaining growth, while future research should incorporate other macroeconomic variables to provide a fuller picture of taxation’s role in development.
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1. INTRODUCTION 

“Economic growth, often measured through Gross Domestic Product (GDP), reflects the overall expansion of a nation’s production of goods and services” (Roser, 2021). It is widely regarded as a central driver of development (Bahmani, 2024) because it raises living standards, reduces poverty, and enhances competitiveness on the global stage (Balasubramanian et al., 2022; Ngubane et al., 2023). Studies show that expanding economies generate employment, increase household income, and improve social welfare (Cheng, 2024; De La Fuente, 2016). Recognizing these benefits, the United Nations emphasized sustainable and inclusive growth in its Sustainable Development Goals, particularly Goal 8, which highlights decent work and long-term development for all (Global Goals, 2024). Thus, achieving strong and sustained growth remains a vital aspiration for developing countries such as the Philippines.

In recent years, the Philippine economy has demonstrated resilience, with the Philippine Statistics Authority reporting a GDP growth rate of 5.5 percent in the second quarter of 2025 (Mapa, 2025). This growth was largely driven by wholesale and retail trade, public administration, and financial services. However, persistent structural issues hinder inclusive development. Inequality, unemployment, and underemployment continue to challenge the labor market (Inquirer, 2024; Ofod et al., 2025; Jahic, 2025)], while inflationary fluctuations complicate household consumption and economic planning (Macrotrends, 2024). These realities show that although growth rates remain positive, ensuring equitable and sustainable development requires effective government strategies, particularly in mobilizing domestic resources.

One of the most reliable mechanisms for resource mobilization is taxation. Unlike external borrowing, tax revenues provide a sustainable, non-debt source of financing for infrastructure, social services, and development programs. Prior studies affirm the role of taxation in growth, Orbaningsih and Sujianto (2022) emphasized its importance for national development , while Maganya (2020) confirmed that domestic taxes on goods and services significantly contribute to GDP growth. Similarly, Ho et al. (2023) found that tax revenues support economic expansion in developing countries, particularly when paired with trade openness. “Revenues from corporate income tax, value-added tax, and excise tax are especially significant” (Ewa et al., 2020). Still, some scholars argue that the impact of taxes varies by context, depending on policy implementation and external influences (Cornevin et al., 2024).

Against this backdrop, it becomes necessary to examine the Philippine case. While extensive research has explored taxation and growth globally, fewer studies focus on how specific tax instruments affect the Philippine economy. Therefore, this study addresses that gap by conducting an econometric analysis through the three key tax instruments, corporate income tax, value-added tax, and excise tax,  and their impact on GDP growth. The findings aim to provide empirical evidence that will guide policymakers in designing tax reforms, not only to generate revenue but to promote long-term, inclusive, and sustainable economic development.

1.1 Objectives of the Study

The purpose of the present study is to examine the effect of proceeds from taxation on Philippine economic growth, as measured by Gross Domestic Product (GDP). The following objectives outline the key areas of focus for this investigation: 

a. To determine the effect of Corporate Income Tax (CIT) revenue on economic growth.
b. To assess the effect of Value-Added Tax (VAT) revenue on economic growth.
c. To analyze the effect of Excise Tax revenue on economic growth.
d. To evaluate the combined effect of CIT, VAT, and Excise Tax revenues on economic growth.

Research Question: To achieve the above objectives, this study addresses the following questions:

1. What is the effect of Corporate Income Tax (CIT) revenue on Philippine economic growth?
2. How does Value-Added Tax (VAT) revenue affect Philippine economic growth?
3. What impact does Excise Tax revenue have on Philippine economic growth?
4. What is the combined effect of CIT, VAT, and Excise Tax revenues on Philippine economic growth?

Null Hypothesis: At a 5% level of significance, the following null hypotheses will be tested:

H₀₁: Corporate Income Tax revenue has no significant effect on Philippine GDP growth.
H₀₂: Value-Added Tax revenue has no significant effect on Philippine GDP growth.
H₀₃: Excise Tax revenue has no significant effect on Philippine GDP growth.
H₀₄: The combined revenues from CIT, VAT, and Excise Tax have no significant effect on Philippine GDP growth.

2. REVIEW OF RELATED LITERATURE

2.1 Theoretical Review
Taxation has long been grounded in theories that explain why governments have the authority to collect revenues and why citizens are obliged to contribute. Two frameworks are particularly relevant to this study, the socio-political theory and the benefit principle. The socio-political theory views taxation not simply as a fiscal tool but as an instrument for promoting collective welfare (Bhartia, 2009). It emphasizes that taxation is intended to balance the needs of society by ensuring that the responsibility of financing national development is fairly distributed among citizens. This aligns in  the Philippine context, where revenues from taxes are allocated to infrastructure, social services, and poverty alleviation programs, reflecting objectives that go beyond individual benefit and contribute to overall national progress (Malicdem et al., 2023).
Meanwhile, the benefit principle justifies  taxation on the basis of reciprocity, where taxpayers contribute to the state in return for the services and infrastructure they receive. A more developed interpretation of this principle strengthens its moral foundation by outlining the conditions under which taxation can be considered fair (Voyiakis, 2025). It highlights the need to link the taxes collected with the benefits delivered, to foster a sense of reciprocity among citizens, and to prevent excessive or regressive burdens. In the Philippine setting, this perspective is evident in debates on excise taxes applied to fuel, tobacco, and sugar-sweetened beverages. While these taxes raise substantial revenue to fund health and social programs, they are often criticized for placing heavier burdens on lower-income households. Thus, anchoring this study in socio-political theory and the refined benefit principle allows for a twofold analysis. First, it frames Corporate Income Tax (CIT), Value-Added Tax (VAT), and Excise Tax as tools through which both individuals and firms contribute to the common good. Second, it provides a lens for evaluating whether these tax measures not only raise revenue and support GDP growth, but also promote fairness, reciprocity, and inclusiveness in the Philippine economy.

2.2  Conceptual Framework
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Fig. 1. Conceptual Framework depicting the relationship of variables.

2.2.1 Corporate Income Tax
[bookmark: _GoBack]Corporate income tax (CIT) is a principal component of government revenue systems and is levied on the profits of corporations and other juridical persons. As a major revenue instrument, CIT influences capital allocation, firm investment decisions, and the fiscal capacity of the state to provide public goods and services. In the Philippines, “the Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act of 2021 reduced the headline corporate income tax rate from 30% to 25% for large corporations and to 20% for qualified small and medium enterprises (SMEs) with net taxable income below PHP 5 million and total assets under PHP 100 million. This reform was intended to enhance competitiveness, encourage reinvestment, and align the country’s statutory rate with regional peers” (Gatdula, 2022; Acclime, 2025b).

Meanwhile, CREATE MORE or Republic Act 12066 was signed into law on November 28, 2024. Unlike the CREATE Act, which primarily reduced the corporate income tax rate and introduced the ITH, ED, and SCIT incentive regimes, the CREATE MORE Act builds on these reforms with more targeted adjustments. It lowers the tax rate for registered business enterprises under the Enhanced Deductions regime from 25% to 20%, establishes the RBE Local Tax to resolve uncertainties on local taxation, and allows firms to immediately avail of SCIT or ED without first undergoing an income tax holiday. It also streamlines business operations by permitting tax and duty-free imports prior to registration, subject to a performance bond. These distinctions aim to enhance the country’s competitiveness in attracting investment (Cruz, 2025).

2.2.2 Value Added Tax
Value-Added Tax (VAT) is a broad-based consumption tax applied at each stage of production with credit for input taxes. According to the National Tax Research Center (2017) since its introduction in 1988 through Executive Order 273, the Philippine VAT system has undergone several amendments, including RA 9337 or the Reformed VAT Law, which raised the VAT rate from 10% to 12%. This was implemented on November 1, 2005 and took effect on Feb. 1, 2006 via BIR Revenue Memorandum Circular (RMC) No. 7-2006. Moreover, the TRAIN law (2017) introduced measures such as narrowing exemptions and raising thresholds, thereby broadening the taxable base and reducing distortions from preferential treatment (National Tax Research Center, 2018; Acclime, 2025a). VAT plays a stabilizing role in fiscal policy by generating predictable revenues that fund infrastructure, social services, and public investment. This indirect support for growth, however, comes with trade-offs. As a consumption tax, VAT may reduce household purchasing power when disposable income is low, which can dampen its positive impact on overall demand (Belau et al., 2025).

2.2.3 Excise Tax
Excise taxes are selective levies on specific goods and services such as fuel, tobacco, alcohol, and sugar-sweetened beverages. These taxes can be structured as either per-unit charges or percentage-based rates, serving both as revenue tools and as policy instruments to curb negative externalities. The Philippines has enacted notable excise reforms, including the Sin Tax Law (2012, expanded 2019), which significantly raised taxes on tobacco and alcohol while earmarking part of the proceeds for health financing (Kaiser, 2016)]. The TRAIN law (2017) likewise increased excise rates on fuel and sweetened beverages, aiming to generate revenue while addressing public health and environmental concerns ( Bureau of Internal Revenue, n.d). Moreover, a  5% excise tax on invasive cosmetic procedures was introduced under the TRAIN Law (RA 10963) in 2018 under Section 150-A under Chapter VI, Title VI of the National Internal Revenue Code of 1997. Although it may not be considered as a major revenue source and still lacks rules and regulations, this revenue is expected to raise eventually as taxpayers showed willingness to pay (Seacor, 2021).

2.2.4 Philippine Tax Reforms
Collectively, recent Philippine tax reforms illustrate a comprehensive approach to modernizing fiscal policy. The Sin Tax Law targeted health and financing needs, TRAIN prioritized revenue mobilization and base broadening, while CREATE lowered corporate rates to boost competitiveness (Kaiser, 2016). This was further developed and improved under CREATE MORE, which refined corporate tax incentives, clarified local taxation rules, and provided greater flexibility for registered business enterprises in availing Special Corporate Income Tax or Enhanced Deductions (Cruz, 2025). These reforms collectively aim to expand the tax base, enhance efficiency, improve equity through targeted excises, and strengthen the tax-to-GDP ratio. Their effectiveness, however, relies heavily on sustained administrative improvements, timely rate indexation, and policies that shield vulnerable groups from short-term burdens (National Tax Research Center, 2018; Acclime, 2025a).


Table 1.	Philippine Tax Reform Highlight
	CIT
	Excise Tax
	VAT

	· Tax rate increased to 15% on net capital gains realized by domestic corporations from the sale of shares of stock in a domestic corporation not traded on the stock exchange.
· Final tax on interest income derived by domestic corporations from depository banks under the expanded foreign currency deposit system increased from 7.5% to 15%.  
· Requires the Cooperative Development Authority  to submit a report to the BIR and DOF detailing income tax, VAT, and other incentives availed of by cooperatives under R.A. 6938.
	· The excise tax on gasoline increased gradually to ₱10. The excise tax on diesel rose to ₱6.0. The excise tax on LPG increased to ₱3.
· Leaded gasoline was completely phased out under the TRAIN Law.
· Beverages with caloric or non-caloric sweeteners are taxed ₱6 per liter. Beverages with high fructose corn syrup are taxed ₱12 per liter.
· Sweetened juice drinks, teas, flavored water, carbonated drinks, energy drinks, cereal and grain beverages, powdered drinks, and other non-alcoholic beverages with sugar are included in the tax.
· Milk, medical beverages, coffee, and 100% natural juices are exempted from the tax.
· The tax increased to ₱40.00 per pack in January 2022.
· Starting in 2024, the tax will increase by 4% every year.
· The excise tax on coal and coke increased from ₱10 to ₱150 per metric ton by 2020.
· The tax on metallic minerals and quarry resources rose by 2%.
· The tax on gold and chromite also increased by 2%. The tax on indigenous petroleum doubled. 
	·  54 provisions on VAT exemption and zero-rating under special laws were repealed. 
·  Foreign currency denominated sales are no longer VAT zero-rated. Indirect exporters and agents are subject to VAT.
· Retained VAT Exemptions are  Raw Agricultural & Marine Products, Educational Services, Senior Citizens, Health Services, Cooperatives, Persons with Disabilities. 
· VAT Exemptions Included the Sale of gold to BSP, Sale of drugs/medicines for diabetes, etc.Association dues, Transfer of property in a merger.
·  VAT-exempt threshold increased to P3 million (to be adjusted for inflation every 3 years starting Jan 31, 2021). 
· VAT-exempt threshold on lease of residential unit with a monthly rental increased to P15,000.
·  VAT-exempt threshold on sale of house and lot and other residential dwellings reduced to P2,000,000.
· Requires the establishment of VAT refund centers in the BIR and in the BOC and the earmarking of 5% of the total VAT collection for the purpose of funding claims for VAT refund.



2.3  Empirical Literature Review

Empirical evidence indicates that tax revenues and well-designed fiscal reforms play a critical role in fostering stronger macroeconomic outcomes. A literature study observes that tax revenue exerts a positive and significant influence on economic growth, with the effect being more pronounced in contexts characterized by higher government effectiveness. Put differently, institutional quality enhances the growth dividends of tax mobilization (Ho et al., 2023). This finding is reinforced by another study, which reports that higher revenues, when accompanied by effective governance, contribute positively to economic performance (Mose et al., 2025). Similarly, excise tax rates and structures are found to significantly influence consumption and investment behavior, thereby shaping overall economic outcomes. Collectively, these findings suggest that under sound governance, taxation can serve as a driver of economic growth. Moreover, empirical analyses further substantiate these claims. For example, a cross-sectional study demonstrated a clear and significant impact of direct taxes on economic growth (Stoilova & Patonov, 2013). In line with this, Mose et al. (2025) emphasized that a 1% increase in excise tax could generate a 0.37% rise in GDP. Corporate Income Tax (CIT) has likewise been shown to exert a positive and significant effect on Gross Domestic Product, with findings suggesting that a 1% increase in CIT results in a 1.3% increase in GDP (Adejare, 2015). In addition, several studies provide evidence that Value Added Tax (VAT) maintains a positive relationship with GDP (Lalarukh & Chowdhury, 2013; Uddin et al., 2022; Basila, 2010; Adefolake & Omodero, 2022). To support this, the study of Acaylar (2021) noted the importance of VAT in economic growth and emphasized that too much VAT exemption can weaken and decrease economic growth at a rate of 0.900 units for every unit increase in VAT exemption. 

Nonetheless, the literature also underscores that the effects of taxation are not uniformly beneficial. Several studies caution that excessively high or poorly structured taxes may impede growth by limiting capital accumulation, discouraging foreign direct investment (FDI), and diminishing investment incentives (Macek, 2015). Consistent with this argument, Alfò et al. (2022)  contends that taxation generally has harmful effects on economic growth.  VAT, for instance, has been shown to yield adverse economic consequences, highlighting the complexity and, at times, contradictory nature of the taxation–growth nexus (Belau et al., 2025). Moreover, in a study of Krysovatyy et al. (2020) and Zhuravleva et al. (2020), although VAT was found to have a neutral impact on GDP overall, a 7% VAT on medicine induced consumers to shift toward lower-priced alternatives and, more importantly, contributed to inflationary pressures. The study of Adefolake & Omodero, 2022 on the other hand found out that Corporate Income Tax has a negative and significant relationship with GDP, a 1 unit increase in CIT leads to decrease of GDP by about 0.0786 units. Consequently, these aforementioned studies recommend reducing tax rates as a means of stimulating economic growth. Evidence of Krysovatyy et al. (2022) suggests that lowering corporate income tax produces favorable effects on investment dynamics. Supporting this view, one study estimated that a 10% reduction in the corporate income tax rate could increase GDP growth by 0.9% (Alfò et al., 2022).  Likewise, reductions in VAT rates have been found to strengthen purchasing power, accelerate capital turnover, and ultimately promote GDP growth (Zhuravleva et al., 2020).

While international research has established the significant role of taxation in influencing economic growth, empirical studies focusing on the Philippine context remain limited. In particular, the impacts of Corporate Income Tax, Value Added Tax, and excise taxes on Gross Domestic Product have not been sufficiently examined despite their importance to fiscal revenues. This lack of localized evidence creates a research gap that calls for further investigation. By addressing this, the present study contributes to filling the void in Philippine tax-growth literature.

3. METHODOLOGY 

A longitudinal research design was employed in this study since the analysis utilized time-series data. The scope of the study spans a 11-year period, from 2014 to 2024. Data were sourced from the World Bank, and Philippine Statistics Authority, the official government agency responsible for collecting and publishing statistical information. The independent variables considered are revenues from Corporate Income Tax (CIT), Value Added Tax (VAT), and Excise Tax, while the dependent variable is the Gross Domestic Product (GDP) growth measured at current prices.

3.1 Techniques of Data Analysis

The study employed a Multiple Regression model, which is stochastic in nature, to examine the relationship between tax revenue and economic growth. The estimation was conducted using the Ordinary Least Squares (OLS) method, an econometric approach widely recognized for its desirable properties. The study employed the Ordinary Least Squares (OLS) method due to its computational efficiency and its ability to produce consistent parameter estimates. The literature identifies OLS as a foundational statistical technique for modeling linear relationships, provided that the underlying assumptions are satisfied (Majka, 2024).

3.2 Model Specification

 The functional model for the study is expressed as:
Economic Development = f (Taxation) + τ

In this study, economic growth is estimated by Gross Domestic Product (GDP), which serves as the dependent variable. Taxation, the independent variable, are the Income Tax (CIT), Value Added Tax (VAT), and Excise Tax (EXC) . The functional form of the model can be expressed as:
GDP = f (CIT,VAT,EXC)

To expand this into a linear econometric form yields:
GDP = β0​ + β1​CIT + β2​VAT + β3​EXC + μ

To ensure comparability of scale and stabilize variance, the model was further transformed into a logarithmic form, as follows:

log (GDP) = β0​  ​+ β1log(CIT) + β2log(VAT) + β3log(EXC) + μ
Where:
β0 = Constant term (intercept)
β1−β3​ = Coefficients measuring the responsiveness of GDP to changes in CIT, VAT, and EXC respectively
μ = Stochastic error term, capturing the influence of variables not included in the model

The a priori expectations are: 
β0​>0, β1​>0, β2​>0, β3​>0


Findings: 

Table 2.	Descriptive Statistics for Regression Analysis
GDP at Current
Basic Prices
Year	GDP (billion)	CIT (billion)	VAT (billion)	Excise Tax (billion)	LOG	GDP	LOG	CIT	LOG	VAT	LOG	EXC
2014	17,042	187.02	278.79	135.32	4.23	2.27	2.45	2.13
2015	17,545	206.93	295.5	158.32	4.24	2.32	2.47	2.2
2016	18,241	232.29	331.42	163.51	4.26	2.37	2.52	2.21
2017	18,809	257.64	365.24	209.49	4.27	2.41	2.56	2.32
2018	19,858	302.98	358.17	290.61	4.30	2.48	2.55	2.46
2019	21,563	335.07	406.08	317.27	4.33	2.53	2.61	2.5
2020	20,722	295.39	351.75	296.08	4.32	2.47	2.55	2.47
2021	22,561	245.21	385.67	317.67	4.35	2.39	2.59	2.5
2022	23,163	279.92	476.14	312.2	4.36	2.45	2.68	2.49
2023	25,026	309.41	475.24	292.98	4.40	2.49	2.68	2.47
2024	26,435	335.22	643.85	304.28	4.42	2.53	2.81	2.48


Table 2 presents the raw descriptive data to be used for regression analysis from year 2014 to 2024, consisting of Gross Domestic Product (GDP) at current basic prices alongside Corporate Income Tax (CIT), Value-Added Tax (VAT), and Excise Tax, expressed in both actual figures (billions of pesos) and their logarithmic transformations. As indicated in the result, GDP consistently increased from ₱17,042 billion in 2014 to ₱26,435 billion in 2024, indicating sustained economic growth throughout the period. Correspondingly, tax revenues also exhibited an upward trend. Corporate Income Tax collections increases from ₱187.02 billion in 2014 to ₱335.22 billion in 2024, while VAT increased from ₱278.79 billion to ₱643.85 billion, and Excise Tax from ₱135.32 billion to ₱304.28 billion. Thus, the logarithmic transformations of these variables similarly reflect this positive trajectory. LOGGDP grew from 4.23 to 4.42, LOGCIT from 2.27 to 2.53, LOGVAT from 2.45 to 2.81, and LOGEXC from 2.13 to 2.48 across the study period. These values were generated to normalize the data and facilitate the regression analysis that follows.

Table 3.	Descriptive Statistics of the variables used in the study
	Mean	Std. Deviation
LOGGDP	4.32	0.06
LOGCIT	2.43	0.08
LOGVAT	2.59	0.10
LOGEXC	2.39	0.14

Dependent Variable: LOGGDP
Independent Variable: LOGCIT, LOGVAT, LOGEXC

Table 3 presents the descriptive statistics of the variables used in the study. The results show that LOGGDP has a mean value of 4.32 with a standard deviation of 0.06, indicating very minimal variation and suggesting that the GDP values are clustered closely around the mean. Similarly, LOGCIT has a mean of 2.43 and a standard deviation of 0.08, while LOGVAT records a mean of 2.59 with a standard deviation of 0.10. Both variables also exhibit low variability, signifying consistency in their respective data values. Meanwhile, among the independent variables, LOGEXC shows a mean of 2.39 with a standard deviation of 0.14, which, although slightly higher than the others, still reflects a relatively small spread compared to its mean. Overall, the low standard deviations across all variables suggest that the data points are stable and not widely dispersed, making the computed means reliable measures of central tendency for subsequent regression analysis.

Table 4.	Ordinary Least Square Regression Result Model summary of tax revenue on GDP (Regression constant and coefficient) 
	Variable
	Unstandardized B
	coefficient Std error
	Standardized coefficient Beta
	Stat t
	Sig
	VIF

	Constant
	3.03
	0.18
	
	16.66
	< 0.01
	

	LOGCIT
	-0.19
	0.14
	-0.25
	-1.32
	0.23
	5.05

	LOGEXC
	0.22
	0.08
	0.49
	2.8
	0.03
	2.55

	LOGVAT
	0.48
	0.08
	0.79
	5.81
	< 0.01
	4.2

	R
	0.97
	
	
	
	
	

	R²
	0.95
	
	
	
	
	

	Adjusted R²
	0.93
	
	
	
	
	

	F ratio
	44.21
	
	
	
	
	

	Prob
	< 0.01
	
	
	
	
	

	D/W
	2.42
	
	
	
	
	



In Table 4 the Ordinary Least Squares (OLS) regression model was employed to examine the effect of tax revenues on GDP. The model demonstrates a very strong explanatory power, with an R of 0.97 and an R² of 0.95, indicating that 95% of the variation in GDP can be explained by the independent variables (corporate income tax, excise tax, and value-added tax revenues). The adjusted R² of 0.93 further supports the robustness of the model, while the F-ratio of 44.21 (p < 0.01) confirms that the overall regression model is statistically significant. The Durbin–Watson statistic (2.42) indicates that autocorrelation is not a concern in this regression analysis.

Examining the regression coefficients, the results reveal varying impacts of the tax revenue types on GDP. Corporate income tax (LOGCIT) shows a negative but statistically insignificant effect on GDP (B = -0.19, p = 0.23). This suggests that changes in corporate income tax revenue do not have a significant influence on GDP growth within the scope of this study. In contrast, excise tax revenue (LOGEXC) has a positive and statistically significant effect (B = 0.22, t = 2.80, p = 0.03), indicating that increases in excise tax revenue contribute to higher GDP levels. Most notably, value-added tax revenue (LOGVAT) exerts the strongest and most significant positive impact on GDP (B = 0.48, t = 5.81, p < 0.01). The standardized coefficients further reinforce these findings, with VAT showing the largest effect size (β = 0.79), followed by excise taxes (β = 0.49), while corporate income tax remains weak and negative (β = -0.25).

Table 5.	Inter correlation among the variables (LOGGDP, LOGCIT, LOGVAT, LOGEXC)
	LOGGDP	LOGCIT	LOGEXC	LOGVAT
LOGGDP	1.00	0.78	0.83	0.94
LOGCIT	0.78	1.00	0.87	0.77
LOGEXC	0.83	0.87	1.00	0.72
LOGVAT	0.94	0.77	0.72	1.00

Significant at 0.05 level p < .05
Dependent Variable: LOGGDP
Independent Variable: LOGCIT, LOGVAT, LOGEXC

Table 5 shows the inter-correlation among the variables included in the study. Results reveal that GDP (LOGGDP) has strong positive correlations with all tax-related variables: corporate income tax (LOGCIT, r = 0.78), excise tax (LOGEXC, r = 0.83), and value-added tax (LOGVAT, r = 0.94). Among the three, VAT demonstrates the strongest association with GDP, indicating its critical role in economic activity. Furthermore, the independent variables also display strong correlations with one another, ranging from 0.72 to 0.87. This suggests potential multicollinearity, which may affect the precision of coefficient estimates in the regression analysis. Nonetheless, the consistently strong and positive relationships reinforce the theoretical expectation that tax revenues are closely linked to economic growth.



Discussion of Findings

[bookmark: bookmark=kix.5z9wgqiz53av]The regression results reveal that tax revenues collectively exert a strong and significant influence on Philippine GDP growth, explaining 95% of the variance (R² = 0.95). This aligns with the broader consensus in empirical literature that taxation, when effectively designed and implemented, can serve as a critical driver of economic growth (Orbaningsih & Sujianto, 2022; Ho et al. 2023). In addition, the study of Adefolake & Omodero (2022) and Oluwatobi et al. (2021) concludes that  tax revenue has a positive significant effect on the GDP.  Thus,  the study of Malicdem (2023) stressed the importance of paying tax as it serves as the lifeblood of a nation. It is important for it provides funds for public services, development of infrastructures, and government expenditures which helps promote economic growth (Salawu, 2023; Shafiq et al., 2022). 

The findings of this study partly align with the study of Adefolake and Omodero (2022) and Balasoiu et al. (2023) who emphasized that Corporate Income Tax has a negative and statistically significant effect on GDP. Similarly, our study also found the negative relationship between CIT and GDP. However, unlike the earlier study, our findings indicated a statistically insignificant effect on GDP (B = -0.19, p = 0.23). This suggests that fluctuations in CIT revenue do not significantly influence economic growth within the study period. This finding resonates with prior studies warning that high or poorly structured corporate taxes can discourage investment and hinder capital accumulation (Alfò et al., 2022). This could be due to tax evasion of some companies (Beech, 2025). However, other studies such as Adejare (2015) and Belau et al. (2025) reported a positive relationship between CIT and GDP, underscoring the context-specific nature of the tax-growth nexus.

In contrast, VAT demonstrates the strongest and most significant positive impact on GDP (B = 0.48, p < 0.01), with a standardized coefficient (β = 0.79) indicating its central role in sustaining economic activity. This corroborates findings from Lalarukh and Chowdhury (2013), Uddin et al. (2022), and Basila (2010) who reported that VAT collections contribute significantly to GDP expansion. Similarly, Maganya (2020) highlighted that taxes on goods and services, including VAT, are vital sources of revenue in developing economies. However, the results also nuance earlier cautions that VAT can, in some contexts, depress household consumption due to reduced purchasing power (Zhuravleva, et al., 2020). The Philippine case suggests that VAT’s stabilizing revenue function outweighs such risks, particularly after reforms under the TRAIN law that broadened the tax base and improved compliance (National Tax Research Center, 2018).

Moreover, excise taxes also show a positive and statistically significant effect on GDP (B = 0.22, p = 0.03). This finding is consistent with Mose et. al. (2025), who reported that excise tax increases generate measurable gains in GDP, estimating that a 1% rise in excise tax could lift GDP by 0.37%. Philippine reforms such as the Sin Tax Law (2012, expanded 2019) and the TRAIN law (2017) have reinforced excises as reliable sources of revenue while simultaneously addressing externalities related to health and the environment (Kaiser, 2016; Bureau of Internal Revenue, n.d.). Thus, the present results suggest that excise taxes, far from merely corrective, also contribute positively to broader economic expansion.

[bookmark: bookmark=kix.uzat2rnpspdu][bookmark: bookmark=kix.1y4v30y7tgv3]Overall, the regression model underscores that taxation collectively has a powerful impact on economic growth, with VAT and excise taxes driving most of the effect while corporate income tax appears neutral to slightly adverse. This finding supports Orbaningsih and Sujianto (2022), who emphasized that tax revenue mobilization is critical for development financing, and Ho et al. (2023), who stressed the amplifying role of effective institutions in harnessing tax revenues for growth. At the same time, the divergence in effects between tax types reinforces Macek’s (2015) caution that not all taxes contribute equally to growth; rather, design, structure, and context matter.

5. CONCLUSION

This study examined the effect of Corporate Income Tax (CIT), Value-Added Tax (VAT), and Excise Tax on the Gross Domestic Product (GDP) of the Philippines. The regression model indicated that taxation, taken as a whole, has a strong and statistically significant impact on GDP, accounting for 95 percent of its variation.

When the individual tax components were assessed, the results showed that CIT had a negative but statistically insignificant coefficient. This led to the acceptance of the null hypothesis that corporate income tax does not exert a significant effect on GDP. In contrast, VAT displayed a strong positive and significant relationship with GDP, implying that higher value-added tax revenues are associated with greater economic growth. Excise tax also demonstrated a positive and significant effect, confirming its contribution to GDP expansion. These findings suggest that indirect taxes, particularly VAT and excise, serve as more effective drivers of economic growth in the Philippine context compared to corporate income taxation.

Moreover, for consideration, the analysis also noted moderate multicollinearity among the independent variables, with Variance Inflation Factor (VIF) values ranging from 2.55 to 5.05. While this remains within the acceptable threshold for regression analysis, it may have had a minor effect on the precision of some estimates, especially for CIT. Furthermore, the study relied on secondary data, which reflects the constraints of official statistics and may be influenced by reporting practices and policy implementation. These considerations do not reduce the validity of the findings but point to areas where interpretation should be approached with care.

5. RECOMMENDATIONS

Policymakers are encouraged to enhance the administration of Value Added Tax and excise taxes, as the revenue of these sources showed greater consistency in contributing to economic growth. Broadening the tax base through stricter compliance monitoring revenue leakages in order to improve collection efficiency and ensure a sustainable fiscal framework. Further evaluations of the CREATE Act are essential to determine its long-term effects on corporate income tax performance and overall business activity. Future researchers may consider addressing the issue of multicollinearity observed among the independent variables by applying alternative econometric techniques, and extending the study period or incorporating additional macroeconomic variables, such as government expenditure, investment, or inflation, would also provide a more comprehensive understanding of the dynamic relationship between taxation and economic growth in the Philippines.
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