
The main aim of the paper is to demystify the mystery surrounding the belief that, high tax revenue 

growth rates is a prima facie and a leading indicator for high standards of living as a result of high 

economic growth rates engineered through the government multiplier process. The effects of 

economic growth on government tax revenue growth were investigated for Zimbabwe during the 

period of 1980-2012. Short-run and long-run relationship between the tax revenue and economic 

growth in Zimbabwe were also investigated. Theoretically and empirically it has been found that 

taxes affect the allocation of resources and often distort the economic growth. The study applied the 

Granger Causality test, Johansen’s cointegration test and vector error correction model to serve the 

purpose. However, findings of this study clearly showed that there is an independence relationship 

between economic growth and total government tax revenue with 30% speed of adjustment in the 

short run towards equilibrium level in the long run. This implies that there is fiscal independence 

between tax revenue and growth. The empirical analysis also provides the evidence of long-run 

equilibrium relationship. Based on the findings, we highlighted some of major issues that 

policymakers should consider for effective taxation policy formulation and implementation in line 

with the complexity nature of the Zimbabwe economy. Therefore, the outlook is that the economists 

and policy makers should suggests an ideal, efficient and buoyant tax system so that gross tax 

revenue of the government would increase substantially thereby leading to optimum mobilization of 

resources for higher economic growth of the country. This can only be achieved through efficient 

allocation of collected tax revenue to production sectors of the economy to try to achieve 

distributive principle through societal welfare maximization. 


