




Tax is the link between state and citizen and tax revenues are the lifeblood of the social 
contract. Taxation has profoundly bene�icial effects in fostering better and more 
accountable government.  Furthermore, it is a more sustainable way for governments to 
promote development as it essentially gives countries the freedom to pay for their own 
development by raising their own revenues.  This fundamentally shifts focus of 
development �inancing from the aid effectiveness agenda to domestic resources 
mobilization. Taxation plays an important role in shaping the distribution of bene�its, as 
it is the basis for redistribution from those with the highest incomes to those most in 
need.  Because tax is very important for economic development, it is imperative to know 
at how developing countries can both raise more revenue and do so equitably, through 
better tax systems – indeed through tax justice. For the individual taxpayer, tax justice is 
about tax compliance. This happens when the individual seeks to pay the right amount of 
tax.  But tax justice is much more than the individual compliance; it is also about the 
existence of tax systems that promote social well being within and between societies. It 
is about the creation of environments in which all people can prosper. This also means 
that the state institutions and businesses that meet the needs of people can also prosper 
– but not at the expense of people or citizens.  In many cases, the lack of participatory 
systems in the design and evaluation of tax policies represents a missed opportunity for 
the state to promote good tax administration policies that enhances the prospects of 
ef�iciency and effectiveness of the revenue generation and re-distribution. Bangladesh, as 
an emerging developing country, is committed to augmenting revenue and achieving 
�iscal discipline with a view to increasing self-reliance. In recent years, the Government 
of Bangladesh has initiated several administrative and policy reforms in the tax system. 
The performance is still unsatisfactory as compared to other countries at a similar stage 
of economic development in terms of tax-GDP ratio. In Bangladesh, the collection of tax 
revenue mainly depends on indirect tax sources rather than direct taxes. Tax system in 
Bangladesh is not pro-poor and tax burden mainly falls on general people.  Though 
several policy reforms have been undertaken to increase the tax- GDP ratio, the 
participation of the people in policy reform process from all spheres of the society was 
inadequate to a large extent. To be speci�ic, the voice from grassroot level has never been 
considered with much importance to reformulate the tax system of Bangladesh. Again, 
the existence of a large shadow economy is a matter great dispute. There are unlimited 
tax exemptions and tax holidays, poor tax base, inequality of taxing, repeated tax 
amnesty etc. Poor tax administration is also a major challenge for Bangladesh  Therefore, 
it is important to place greater emphasis on administrative reinvention and policy reform 
in order to identify and remove the loopholes in the tax system in Bangladesh and make 
it more pro-poor. In order to formulate policy suggestions towards effective and justi�ied 
tax system it is essential to know pros and cons the current tax situation of the 
Bangladesh. Moreover, it also requires greater understanding of citizens’ perception and 
opinion about tax, tax system and tax justice.  There is a need of baseline information and 
analysis on different issue of tax to undertake future policy interventions. Therefore, 
conducting a baseline study in present scenario has immense importance. 
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The study has a number of focus areas which required extraordinary attention. 
Attempts have been made to address such focus areas adequately. Secondary literature 
has been reviewed to understand the current tax structure of Bangladesh which 
ultimately leads to a thorough analysis of tax system of Bangladesh. Primary data have 
been collected through interviewing randomly selected individuals from selected 
locations of Bangladesh. Such primary data provides insight on peoples' knowledge, 
attitude and practice about the tax system of Bangladesh. In addition, Focus Group 
Discussion (FGD) has also been conducted with community people to understand 
reasons behind peoples' lack of participation in the tax system. Key Informant 
Interviews (KIIs) have been conducted with local government tax of�icials and tax 
lawyers. Finally, in-depth Interviews have been conducted in order to capture process 
on the tax policy formulation, implementation with policy makers, tax research experts 
and national level administrators.  The �inding from the baseline survey in general is 
that the people have a general understanding of tax. But because of complex tax system 
and in case of harassment and inef�iciency people who pay direct tax have fear and 
disincentives about the tax system. In addition, even though educated people might 
know about VAT or indirect taxes, but  poor, marginalized and less educated people 
might not know or have a vague idea what VAT or indirect taxes are. Even though 
educated people knows about the VAT or indirect tax system doubts have been raised 
about the transparency of VAT system. In most cases most participants strongly voiced 
that sellers don’t properly pays VAT. The tax justice has little meaning for most people 
because most of the cases for them tax is something that they just have to pay for the 
government. But they do raise their voice that rich should pay more and everybody 
should pay according to their ability but without knowing any kind of solution. In 
analyzing the �indings from base line survey, the following recommendations are 
drawn to make Bangladesh’s tax system pro-people and pro-poor: 
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The study has a number of focus areas which required extraordinary attention. 
Attempts have been made to address such focus areas adequately. Secondary literature 
has been reviewed to understand the current tax structure of Bangladesh which 
ultimately leads to a thorough analysis of tax system of Bangladesh. Primary data have 
been collected through interviewing randomly selected individuals from selected 
locations of Bangladesh. Such primary data provides insight on peoples' knowledge, 
attitude and practice about the tax system of Bangladesh. In addition, Focus Group 
Discussion (FGD) has also been conducted with community people to understand 
reasons behind peoples' lack of participation in the tax system. Key Informant 
Interviews (KIIs) have been conducted with local government tax of�icials and tax 
lawyers. Finally, in-depth Interviews have been conducted in order to capture process 
on the tax policy formulation, implementation with policy makers, tax research experts 
and national level administrators.  The �inding from the baseline survey in general is 
that the people have a general understanding of tax. But because of complex tax system 
and in case of harassment and inef�iciency people who pay direct tax have fear and 
disincentives about the tax system. In addition, even though educated people might 
know about VAT or indirect taxes, but  poor, marginalized and less educated people 
might not know or have a vague idea what VAT or indirect taxes are. Even though 
educated people knows about the VAT or indirect tax system doubts have been raised 
about the transparency of VAT system. In most cases most participants strongly voiced 
that sellers don’t properly pays VAT. The tax justice has little meaning for most people 
because most of the cases for them tax is something that they just have to pay for the 
government. But they do raise their voice that rich should pay more and everybody 
should pay according to their ability but without knowing any kind of solution. In 
analyzing the �indings from base line survey, the following recommendations are 
drawn to make Bangladesh’s tax system pro-people and pro-poor: 

1. Government should increase the direct tax base. But because of complex 
tax system and harassments and out of fear many direct tax payers might 
not be willing to pay properly. The lower level tax of�icial in some cases 
might be the culprit which might be because of dishonesty, lack of 
training or even lack of proper manpower. To solve this issue the tax 
automation can be increased and also the government might create a gap 
between the tax payers and tax collecting of�icials.

2. To make a pro-poor tax policy and good tax system, direct tax must 
increase compared to indirect tax. So government must raise awareness 
to people, especially who are able and rich to pay their due tax correctly. 
For that government might also seek help from private or NGO sectors.

3. Even though indirect tax is a major source of tax revenue, cases where 
poor people are affected more like necessary goods, in those cases VAT 
burden might be decreased. Like, instead of a uniform 15% VAT for all 
consumer goods some of the necessary goods VAT might be reduced.

4.  Instead of increasing the indirect tax base through increasing the goods 
net, the transparency from the seller side for tax payment is needed.

5. Government along with private and NGO sectors should promote tax 
justice and tax awareness.
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1.1 Introduction 
The provision of public infrastructure and government services is a key factor for 
economic development. In many developing countries, lack of public service provision 
slows down economic growth and undermines efforts to improve the living standard 
of the population; developing countries are increasingly focusing on domestic 
resource mobilization toward economic development. In this context, tax performance 
draws the crucial importance, since it is the prime source for domestic resource 
mobilization. Tax is the link between state and citizen, and tax revenues are the 
lifeblood of the social contract. Taxation has profoundly bene�icial effects in fostering 
better and more accountable government.  Furthermore, it is a more sustainable way 
for governments to promote development as it essentially gives countries the freedom 
to pay for their own development by raising their own revenues.  Taxation plays an 
important role in shaping the distribution of bene�its, as it is the basis for 
redistribution from those with the highest incomes to those most in need. 

As tax is very important for economic development, it is imperative to know at how 
developing countries can both raise more revenue and do so equitably, through better 
tax systems; indeed through tax justice. For the individual taxpayer, tax justice is about 
tax compliance. But tax justice is much more than the individual compliance; it is also 
about the existence of tax systems that promote social well being within and between 
societies. It is about the creation of environments in which all people can prosper. That 
also means that the state institutions and businesses that meet the needs of people can 
also prosper,but not at the expense of people or citizens.  Therefore, tax justice is about 
four things above and beyond the duty of the individual to be tax compliant. 
 • Uunderstanding about why we pay tax. 
 • Dde�ining the attributes of a good tax system. 
 • Dde�ining the process that delivers tax justice and 
 • Uunderstanding the issue transparency.1

Evidence suggests that the main problem faced by many developing countries is the 
state’s incapacity to design good and equitable tax regimes due to lack of 
understanding of how tax policies reinforce inequities that can offset social relations. 
In many cases, the lack of participatory systems in the design and evaluation of tax 
policies represents a missed opportunity for the state to promote good tax 
administration policies that enhances the prospects of ef�iciency and effectiveness of 
the revenue generation and re-distribution. 

1.2 Background and Objectives of the Study
Bangladesh, as an emerging developing country, is committed to augmenting 
revenue and achieving �iscal discipline with a view to increasing self-reliance. The 

external environment in�luencing the tax performance of Bangladesh has changed 
remarkably as the country became increasingly integrated with the global 
economy during the 1990s. In recent years, the Government of Bangladesh has 
initiated several administrative and policy reforms in the tax system. An improved 
tax administration in association with some pragmatic policy initiatives has 
resulted in a modest improvement in the tax-GDP ratio of lately.  The most 
important factors behind low domestic resource mobilization in Bangladesh are 
tax avoidance and tax evasion. Moreover, the collection of tax revenue mainly 
depends on indirect tax sources rather than direct taxes. 

It would be noted that tax system in Bangladesh is not pro-poor and tax burden 
mainly falls on general people.  Though several policy reforms have been undertaken 
to increase the tax- GDP ratio, the participation of the people in policy reform process 
from all spheres of the society was inadequate to a large extent. To be speci�ic, the 
voice from grass root level has never been considered with much importance to 
reformulate the tax system of Bangladesh. Again, the existence of a large shadow 
economy is a matter great dispute.  There are unlimited tax exemptions and tax 
holidays, poor tax base, inequality of taxing, repeated tax amnesty etc. Poor tax 
administration is also a major challenge for Bangladesh  Therefore, it is important to 
place greater emphasis on administrative reinvention and policy reform in order to 
identify and remove the loopholes in the tax system in Bangladesh and make it more 
pro-poor. In order to formulate policy suggestions towards effective and justi�ied tax 
system it is essential to know pros and cons the current tax situation of the 
Bangladesh. Moreover, it also requires greater understanding of citizens’ perception 
and opinion about tax, tax system and tax justice.  Therefore, conducting a baseline 
study in present scenario has immense importance in the project “Promoting Tax 
Justice in Bangladesh” funded by Oxfam implemented by SUPRO.  

The major aim of  of this study is to obtain a greater understanding of the current tax 
system of Bangladesh and the working process of revenue collection. 

The speci�ic objectives of this base line survey have been listed below:   
1. Presenting a thorough analysis of the Bangladesh tax system.
2. Presenting an outline on current tax policy debates.
3. Identifying challenges and opportunities for interventions as well as the likely 

outcomes and policy options.
4. Creating a base line survey data on different issues of tax collected from both tax 

payers and receivers.
5. Identifying different issues and gaps in making pro-poor tax policies.
6. Finding the potential ways on how to engage people in raising voice in favour of 

pro-poor tax policy.
7. Capturing ways on engaging policy makers and administrators of the government 

in introducing pro-poor tax policy.
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1 Richard Murphy (March 2010), “ The Foundations of Tax Justice,”
http://www.�inancialtaskforce.org/2010/05/24/the-foundations-of-tax-justice/ accessed on June 24th, 2010



Historical Overview of
Tax System of Bangladesh 
The term “tax” originated from the old French word “taxer” (c. 1300)  which 
etymologically came from Latin “taxare”  meaning “censure” or “charge”; The sense 
of “burden, put a strain on”  was �irst recorded in 1670’s.2 It is an obligatory 
contribution levied by a sovereign or government. According to Article 152(1) of the 
Constitution of Bangladesh, taxation includes the imposition of any tax, rate, duty or 
impost, whether general, local or special, and tax shall be construed accordingly. 
Taxation resources lie at the heart of the state’s capacity to maintain just social and 
economic relations through tax policies that promote re-distributive income and 
growth among all segments of the country’s population.  The tax structure in the 
country consists of both direct (income tax, gift tax, land development tax, 
non-judicial stamp, registration, immovable property tax, etc) and indirect (customs 
duty, excise duty, motor vehicle tax, narcotics and liquor duty, VAT, SD, foreign travel 
tax, TT, electricity duty, advertisement tax, etc) taxes.

Land Tax
The earliest known tax in this region is tax related to land and or the produce there of. 
In the Vedic period (c. 2000-1500 BC), this type of taxation was occasional and 
voluntary initially. This is where the term ‘Bali’ was originated. Bali was originally 
used to devote voluntary offerings made to gods for securing their favour, came to be 
applied later to the presents and taxes offered to the king, more or less voluntarily in 
the later Vedic period. 

Kautiliya's Arthasastra (c. 321-300 BC) recorded that the Samaharta (Collector- 
General) collected revenue from seven broad places - forti�ied city, the country part, 
mines, irrigation works, forests, herds, and trade routes. From this time some taxes 
on land are known and related to country part:
 Svatva (revenue collected from the produce of crown lands)
 Bhaga (one-sixth share of produce from personal land)
 Bali (King's receipts as gifted or asked)
 Kar (periodical tax paid to King in relation to fruits and trees)
 Bhog (periodical tax paid to King in relation to fruits and trees)

After the Bangladesh independence, CBR has been abolished and National Board of 
Revenue (NBR) has been created. The Customs Act was made effective in Bangladesh 
by President's Order no. 48 of 1972 with effect from 01 January 1970.

Excise duty
Excise duty is a tax on goods and services produced inland. Government can use 
excise duty to control the production of some goods (Like tobacco or alcohol) or 
distribute income through collection of this fund. 

Muslim rulers introduced “salt tax” which was similar to excise duty. Although 
Emperor Akbar had issued an order to abolish salt tax, the order was not properly 
carried out in remote provinces. The Muslim’s also brought opium from Persia to 
India. The opium tax was also a good source of revenue at that time.

Excise duty was imposed in Bangladesh through Excise and Salt Act 1944 (Act I of 
1944) which was enacted on 24 February 1944. Before, introducing VAT (Value 
Added Tax) in July 1991, this act was the primary guideline for excise duty. At that 
time in 1991, the excise constituted the second largest source of revenue for the 
government (about 22% of total revenue). But VAT had reduced the tax-coverage of 
excise duty to a minimum. At present excise duty applies to only two items: bank 
deposits and domestic air ticket (Tk. 250 per journey).

Income Tax

In 1860 Mr. James Wilson, the �irst Finance Member in India, introduced the �irst 
Income-tax Bill entitled “An Act for imposing Duties on Pro�its arising from Property, 
Professions, Trades and Of�ices”. The Bill sought to raise additional �inances in order to 
replenish the revenue de�icit caused by the Sepoy Mutiny of 1857. However, the tax 
levied was eventually discontinued in 1865. In 1867, the tax was reintroduced in an 
improvement form in the name of a certi�icate tax. In 1869, the certi�icate tax was 
converted into regular income-tax on a wider coverage. In 1873-74, when there was a 
comfortable budgetary surplus, income-tax was altogether abolished again. Five years 
later, the tax was again revived in the form of licence taxes and continued till the year 
1885-86. In 1886, the Government of India enacted the Indian Income-tax Act, 1886.

In 1918, the Income-tax Act 1886 was substantially amended to consolidate the law 
relating to income-tax. In 1922, based on the recommendations of the All-India 
Income-tax Committee appointed in 1921, the Income-tax Act, 1922 (Act XI of 1922) 
was passed. A Board of Inland Revenue was created under the Act, which was to be 
the highest authority for income-tax. The Income-tax Act , 1922 was amended in 
1924 to substitute the Central Board of Revenue for the Board of Inland Revenue. It 
was further amended and substantially so in 1939 to provide inter alia for the 
Income-tax Appellate Tribunal (TEC, 1979: 75-77).

After the independence, in 1st July 1984, the President of Bangladesh promulgate the 

There was also a monetary system early in the medieval period of between the 4th and 
11th centuries in the form of a gold coin called the hirono. But, the ancient land tax 
system didn’t change signi�icantly during the Muslim rule period (1200-1757). Only the 
rate of revenue might have risen to one third or sometimes half of the produced. Apart 
from land tax in Muslim rule came the addition of zakat, sadaqa, khums and jizya.

During British rule (1757-1947) the ‘Zamindar’ or ‘tax-farmers’ system was 
established to collect revenue’s from individual tenants. The taxes were based, in 
general, on the produce of the land, and were often oppressive, reaching in some 
areas a levy of over half the net produce. At the time of permanent settlement act of 
1793 the tax rate for zamindars was ten-eleventh of their total rental receipt which is 
also known as “Sunset Law” because the payment has to be made before sunset. The 
zamindari system was abolished in 1952.

The present land tax system of Bangladesh is based on the east bengal state 
acquisition and tenancy act 1950 which established a direct contract between the 
taxpayer and the government. After independence in 1972, the government 
exempted all owners having land up to 25 bighas (8.33 acres) from paying land 
revenue by a Presidential Order. In 1976, the Land Development Tax Ordinance was 
passed by which land revenue and other taxes were merged together to be called 
'land development tax' (LDT).

Custom Duty
Custom duty or tariff is levied on commodities entering or exiting a country. Custom 
duty is sometimes called ‘external excise tax’. The origin of custom duty in this region 
dates back to ancient times. In Kautiliyam Arthasastram (c. 321-300 BC) recorded 
that Samaharta (collector-general) arrange revenue collection from seven types of 
places, of which the seventh was the vanikpaths (trade routes) of 2 kinds, land routes 
and sea-routes. The subcontinent witnessed the levy of Chungi during the Mughal 
period (1526-1707). The country was then divided into Subas or provinces and 
Chungi was leviable on commodities moving from one province to the other. Chungi 
ghar of those days were perhaps the precursor of today's customs house.

In the British period, Lord Cornwallis abolished customs duty in 1788 but 
reintroduced it in 1801. In the nineteenth century the entire law and machinery 
collection was consolidated in 1878 and Sea Custom Act was enacted. The 
administration was initially vested on provincial government. But in 1924, the 
control was handed over to Central Board of Revenue (CBR) under the CBR Act of 
1924. The Land Custom Act also enacted in 1924. 

After the British rule the Customs Act 1969 was enacted to consolidate and amend the 
law relating to the levy and collection of customs duties and provide for allied matters. 
As a result, under Section 220 of the Customs Act 1969, four acts (the Sea Customs Act 
1878, the Inland Bonded Warehouses Act 1896, the Land Customs Act 1924, and the 
Tariff Act 1934) and Section 14 of the Civil Aviation Ordinance 1960 were repealed. 
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Income Tax Ordinance, 1984 (XXXVI of 1984) to consolidate and amend the law 
relating to income tax. The Income-tax Act, 1922 was repealed and replaced. The 
Income-tax Act, 1922 held the �ield of levy, collection and administration of the 
income tax up to 1961 in India when the Income-tax Act, 1961 came into force. The 
up to 1979 in Pakistan, when the Income-tax Ordinance, 1979 was promulgated and 
up to 1984 in Bangladesh, when was replaced by the Income Tax Ordinance, 1984.

VAT (Value Added Tax)
Value Added Tax (VAT) a percentage tax on the value added of a commodity or service 
as each constituent stage of its production and distribution is completed. Before the 
introduction of VAT sales tax was used instead of VAT. The �irst sales tax was 
introduced in the former Central Provinces of India in 1938. In Bengal, sales tax was 
adopted in 1941. In 1948, sales tax was transferred as a central tax under the General 
Sales Tax Act of 1948. The Sales Tax Act 1951 came into force on 1 July 1951 by 
repealing the Pakistan General Sales Tax Act of 1948. Until 1982, sales tax was being 
collected under the 1951 Act, which was replaced by the Sales Tax Ordinance 1982. In 
April 1979, the Taxation Enquiry Commission (TEC) of�icially took up the issue of 
introducing VAT in Bangladesh as an alternate to sales tax. Until 1982, sales tax was 
being collected under the Sales Tax Act 1951, which was replaced by the Sales Tax 
Ordinance 1982 with effect from 1 July 1982.The VAT law was promulgated by 
repealing the Business Turnover Tax Ordinance 1982 and the Sales Tax Ordinance 
1982 with effect from 1 July 1991 by imposing three types of taxes, i.e., VAT, SD and TT.

The World Bank played the pioneering role in introduction of VAT in Bangladesh. A 
World Bank Mission visited Bangladesh for preparing an agenda for tax reform in 
Bangladesh in December 1986. The mission submitted its �inal report on 15 October 
1989. The report recommended the introduction of a manufacturing-cum-import 
stage VAT at a single standard rate within three years. Thereafter, a Bangladesh Tax 
Mission visited India, Indonesia, the Philippines and Thailand during 13 November - 
04 December 1989. The Mission submitted its report in January 1990. The 
government discussed the issues relating to introduction of VAT with all related 
private and public agencies including the various leading Chambers of Commerce and 
Industry from time to time. The government prepared the Value Added Tax Act 1990 
(Draft) in June 1990.

Final version of the Value Added Tax Act was promulgated 31 May 1991 as a 
Presidential Ordinance with eight sections (relating to registration under VAT system 
and the appointment and powers of VAT authorities). It was made effective from 2 
June 1991. The Value Added Tax Bill 1991 was introduced in the Parliament on 1 July 
1991 and the Parliament passed it on 9 July 1991. With the Presidential assent to the 
bill on the next day it came into effect as The Value Added Tax Act 1991. The VAT Act 
1991 replaced the Business Turnover Tax Ordinance 1982 and the Sales Tax 
Ordinance 1982 with effect from 1 July 1991. The VAT became the major restructure 
on the tax system after the independence of Bangladesh.2 Online etymology dictionary : http://www.etymonline.com/index.php?term=tax

VAT still is under reformulation process. After more than 20 years of operation, 
various weakness of VAT emerged. For example, VAT is more dif�icult to administer 
and problems with administration and enforcement often undermine the 
effectiveness of the VAT. It is dif�icult to undertake an effective audit programme to 
combat VAT evasion. Consumers are frequently charged VAT twice in many cases. The 
burden of VAT is mainly borne by the buyers. Recently government has amended the 
VAT act 1991 in July 2010 and enacted VAT act 2011. The IMF has provided the draft 
plan for implementation of new Value Added Tax.

Gift, Wealth and Foreign Travel Tax
Gift tax is a direct tax in nature which is levied on the taxable gifts under Gift Tax Act 
1990 that was adopted from Pakistani Gift Tax Act 1963 with some modi�ications in 
Bangladesh. Gift consists of the extinction of one’s own property and the generation 
of another property, that can also be termed as present and Gift tax is paid on the 
gifted money or money’s worth. Gift tax is digressive in structure of tax rate. Generally 
up to Tk.20, 000 of gifts is exempted from tax. In the line of income tax, a progressive 
slab taxation is also applicable for taxable gifts. The gift-tax rate for �irst Tk 5 lakh of 
taxable gift is 5%, for next Tk 10 lakh is 10%, for next Tk 20 lakh is 15% and for any 
further taxable gift 20%.

The Wealth Tax of 1963 remained largely unchanged until the amendments made via 
the Finance Act of 1993. Bangladesh’s Wealth Tax Act of 1963 was in place till the end 
of 1990’s. Its enforcement was however in suspect, in spite of amendments introduced 
in the Finance Act of 1993. The revisions in the schedule of tax rates and the imposition 
of a ceiling of 30% (of income) on the sum of taxes paid by an individual on account of 
income and wealth taxes, resulted in poor revenue generation prompting the 
abolishment of the Act by 1999. Now, in the 2011-12 budget that endorsed a surcharge 
of 10% on income taxes for persons whose value of wealth, as recorded in the wealth 
statement submitted to the NBR, exceeded Tk. 20 million.

Foreign travel tax has been introduced since 1980-81. For foreign travel by air, the tax 
is collected through air tickets.

The term `tax’ originated from the 
old French word `taxer’ (c. 1300) 
which etymologically came from 
Latin `taxare’  meaning `censure‘ 
or `charge’; The sense of `burden, 
put a strain on’  was �irst 
recorded in 1670’s. It is an 
obligatory contribution levied by 
a sovereign or government.
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Historical Overview of
Tax System of Bangladesh 
The term “tax” originated from the old French word “taxer” (c. 1300)  which 
etymologically came from Latin “taxare”  meaning “censure” or “charge”; The sense 
of “burden, put a strain on”  was �irst recorded in 1670’s.2 It is an obligatory 
contribution levied by a sovereign or government. According to Article 152(1) of the 
Constitution of Bangladesh, taxation includes the imposition of any tax, rate, duty or 
impost, whether general, local or special, and tax shall be construed accordingly. 
Taxation resources lie at the heart of the state’s capacity to maintain just social and 
economic relations through tax policies that promote re-distributive income and 
growth among all segments of the country’s population.  The tax structure in the 
country consists of both direct (income tax, gift tax, land development tax, 
non-judicial stamp, registration, immovable property tax, etc) and indirect (customs 
duty, excise duty, motor vehicle tax, narcotics and liquor duty, VAT, SD, foreign travel 
tax, TT, electricity duty, advertisement tax, etc) taxes.

Land Tax
The earliest known tax in this region is tax related to land and or the produce there of. 
In the Vedic period (c. 2000-1500 BC), this type of taxation was occasional and 
voluntary initially. This is where the term ‘Bali’ was originated. Bali was originally 
used to devote voluntary offerings made to gods for securing their favour, came to be 
applied later to the presents and taxes offered to the king, more or less voluntarily in 
the later Vedic period. 

Kautiliya's Arthasastra (c. 321-300 BC) recorded that the Samaharta (Collector- 
General) collected revenue from seven broad places - forti�ied city, the country part, 
mines, irrigation works, forests, herds, and trade routes. From this time some taxes 
on land are known and related to country part:
 Svatva (revenue collected from the produce of crown lands)
 Bhaga (one-sixth share of produce from personal land)
 Bali (King's receipts as gifted or asked)
 Kar (periodical tax paid to King in relation to fruits and trees)
 Bhog (periodical tax paid to King in relation to fruits and trees)

After the Bangladesh independence, CBR has been abolished and National Board of 
Revenue (NBR) has been created. The Customs Act was made effective in Bangladesh 
by President's Order no. 48 of 1972 with effect from 01 January 1970.

Excise duty
Excise duty is a tax on goods and services produced inland. Government can use 
excise duty to control the production of some goods (Like tobacco or alcohol) or 
distribute income through collection of this fund. 

Muslim rulers introduced “salt tax” which was similar to excise duty. Although 
Emperor Akbar had issued an order to abolish salt tax, the order was not properly 
carried out in remote provinces. The Muslim’s also brought opium from Persia to 
India. The opium tax was also a good source of revenue at that time.

Excise duty was imposed in Bangladesh through Excise and Salt Act 1944 (Act I of 
1944) which was enacted on 24 February 1944. Before, introducing VAT (Value 
Added Tax) in July 1991, this act was the primary guideline for excise duty. At that 
time in 1991, the excise constituted the second largest source of revenue for the 
government (about 22% of total revenue). But VAT had reduced the tax-coverage of 
excise duty to a minimum. At present excise duty applies to only two items: bank 
deposits and domestic air ticket (Tk. 250 per journey).

Income Tax

In 1860 Mr. James Wilson, the �irst Finance Member in India, introduced the �irst 
Income-tax Bill entitled “An Act for imposing Duties on Pro�its arising from Property, 
Professions, Trades and Of�ices”. The Bill sought to raise additional �inances in order to 
replenish the revenue de�icit caused by the Sepoy Mutiny of 1857. However, the tax 
levied was eventually discontinued in 1865. In 1867, the tax was reintroduced in an 
improvement form in the name of a certi�icate tax. In 1869, the certi�icate tax was 
converted into regular income-tax on a wider coverage. In 1873-74, when there was a 
comfortable budgetary surplus, income-tax was altogether abolished again. Five years 
later, the tax was again revived in the form of licence taxes and continued till the year 
1885-86. In 1886, the Government of India enacted the Indian Income-tax Act, 1886.

In 1918, the Income-tax Act 1886 was substantially amended to consolidate the law 
relating to income-tax. In 1922, based on the recommendations of the All-India 
Income-tax Committee appointed in 1921, the Income-tax Act, 1922 (Act XI of 1922) 
was passed. A Board of Inland Revenue was created under the Act, which was to be 
the highest authority for income-tax. The Income-tax Act , 1922 was amended in 
1924 to substitute the Central Board of Revenue for the Board of Inland Revenue. It 
was further amended and substantially so in 1939 to provide inter alia for the 
Income-tax Appellate Tribunal (TEC, 1979: 75-77).

After the independence, in 1st July 1984, the President of Bangladesh promulgate the 

There was also a monetary system early in the medieval period of between the 4th and 
11th centuries in the form of a gold coin called the hirono. But, the ancient land tax 
system didn’t change signi�icantly during the Muslim rule period (1200-1757). Only the 
rate of revenue might have risen to one third or sometimes half of the produced. Apart 
from land tax in Muslim rule came the addition of zakat, sadaqa, khums and jizya.

During British rule (1757-1947) the ‘Zamindar’ or ‘tax-farmers’ system was 
established to collect revenue’s from individual tenants. The taxes were based, in 
general, on the produce of the land, and were often oppressive, reaching in some 
areas a levy of over half the net produce. At the time of permanent settlement act of 
1793 the tax rate for zamindars was ten-eleventh of their total rental receipt which is 
also known as “Sunset Law” because the payment has to be made before sunset. The 
zamindari system was abolished in 1952.

The present land tax system of Bangladesh is based on the east bengal state 
acquisition and tenancy act 1950 which established a direct contract between the 
taxpayer and the government. After independence in 1972, the government 
exempted all owners having land up to 25 bighas (8.33 acres) from paying land 
revenue by a Presidential Order. In 1976, the Land Development Tax Ordinance was 
passed by which land revenue and other taxes were merged together to be called 
'land development tax' (LDT).

Custom Duty
Custom duty or tariff is levied on commodities entering or exiting a country. Custom 
duty is sometimes called ‘external excise tax’. The origin of custom duty in this region 
dates back to ancient times. In Kautiliyam Arthasastram (c. 321-300 BC) recorded 
that Samaharta (collector-general) arrange revenue collection from seven types of 
places, of which the seventh was the vanikpaths (trade routes) of 2 kinds, land routes 
and sea-routes. The subcontinent witnessed the levy of Chungi during the Mughal 
period (1526-1707). The country was then divided into Subas or provinces and 
Chungi was leviable on commodities moving from one province to the other. Chungi 
ghar of those days were perhaps the precursor of today's customs house.

In the British period, Lord Cornwallis abolished customs duty in 1788 but 
reintroduced it in 1801. In the nineteenth century the entire law and machinery 
collection was consolidated in 1878 and Sea Custom Act was enacted. The 
administration was initially vested on provincial government. But in 1924, the 
control was handed over to Central Board of Revenue (CBR) under the CBR Act of 
1924. The Land Custom Act also enacted in 1924. 

After the British rule the Customs Act 1969 was enacted to consolidate and amend the 
law relating to the levy and collection of customs duties and provide for allied matters. 
As a result, under Section 220 of the Customs Act 1969, four acts (the Sea Customs Act 
1878, the Inland Bonded Warehouses Act 1896, the Land Customs Act 1924, and the 
Tariff Act 1934) and Section 14 of the Civil Aviation Ordinance 1960 were repealed. 

Income Tax Ordinance, 1984 (XXXVI of 1984) to consolidate and amend the law 
relating to income tax. The Income-tax Act, 1922 was repealed and replaced. The 
Income-tax Act, 1922 held the �ield of levy, collection and administration of the 
income tax up to 1961 in India when the Income-tax Act, 1961 came into force. The 
up to 1979 in Pakistan, when the Income-tax Ordinance, 1979 was promulgated and 
up to 1984 in Bangladesh, when was replaced by the Income Tax Ordinance, 1984.

VAT (Value Added Tax)
Value Added Tax (VAT) a percentage tax on the value added of a commodity or service 
as each constituent stage of its production and distribution is completed. Before the 
introduction of VAT sales tax was used instead of VAT. The �irst sales tax was 
introduced in the former Central Provinces of India in 1938. In Bengal, sales tax was 
adopted in 1941. In 1948, sales tax was transferred as a central tax under the General 
Sales Tax Act of 1948. The Sales Tax Act 1951 came into force on 1 July 1951 by 
repealing the Pakistan General Sales Tax Act of 1948. Until 1982, sales tax was being 
collected under the 1951 Act, which was replaced by the Sales Tax Ordinance 1982. In 
April 1979, the Taxation Enquiry Commission (TEC) of�icially took up the issue of 
introducing VAT in Bangladesh as an alternate to sales tax. Until 1982, sales tax was 
being collected under the Sales Tax Act 1951, which was replaced by the Sales Tax 
Ordinance 1982 with effect from 1 July 1982.The VAT law was promulgated by 
repealing the Business Turnover Tax Ordinance 1982 and the Sales Tax Ordinance 
1982 with effect from 1 July 1991 by imposing three types of taxes, i.e., VAT, SD and TT.

The World Bank played the pioneering role in introduction of VAT in Bangladesh. A 
World Bank Mission visited Bangladesh for preparing an agenda for tax reform in 
Bangladesh in December 1986. The mission submitted its �inal report on 15 October 
1989. The report recommended the introduction of a manufacturing-cum-import 
stage VAT at a single standard rate within three years. Thereafter, a Bangladesh Tax 
Mission visited India, Indonesia, the Philippines and Thailand during 13 November - 
04 December 1989. The Mission submitted its report in January 1990. The 
government discussed the issues relating to introduction of VAT with all related 
private and public agencies including the various leading Chambers of Commerce and 
Industry from time to time. The government prepared the Value Added Tax Act 1990 
(Draft) in June 1990.

Final version of the Value Added Tax Act was promulgated 31 May 1991 as a 
Presidential Ordinance with eight sections (relating to registration under VAT system 
and the appointment and powers of VAT authorities). It was made effective from 2 
June 1991. The Value Added Tax Bill 1991 was introduced in the Parliament on 1 July 
1991 and the Parliament passed it on 9 July 1991. With the Presidential assent to the 
bill on the next day it came into effect as The Value Added Tax Act 1991. The VAT Act 
1991 replaced the Business Turnover Tax Ordinance 1982 and the Sales Tax 
Ordinance 1982 with effect from 1 July 1991. The VAT became the major restructure 
on the tax system after the independence of Bangladesh.
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VAT still is under reformulation process. After more than 20 years of operation, 
various weakness of VAT emerged. For example, VAT is more dif�icult to administer 
and problems with administration and enforcement often undermine the 
effectiveness of the VAT. It is dif�icult to undertake an effective audit programme to 
combat VAT evasion. Consumers are frequently charged VAT twice in many cases. The 
burden of VAT is mainly borne by the buyers. Recently government has amended the 
VAT act 1991 in July 2010 and enacted VAT act 2011. The IMF has provided the draft 
plan for implementation of new Value Added Tax.

Gift, Wealth and Foreign Travel Tax
Gift tax is a direct tax in nature which is levied on the taxable gifts under Gift Tax Act 
1990 that was adopted from Pakistani Gift Tax Act 1963 with some modi�ications in 
Bangladesh. Gift consists of the extinction of one’s own property and the generation 
of another property, that can also be termed as present and Gift tax is paid on the 
gifted money or money’s worth. Gift tax is digressive in structure of tax rate. Generally 
up to Tk.20, 000 of gifts is exempted from tax. In the line of income tax, a progressive 
slab taxation is also applicable for taxable gifts. The gift-tax rate for �irst Tk 5 lakh of 
taxable gift is 5%, for next Tk 10 lakh is 10%, for next Tk 20 lakh is 15% and for any 
further taxable gift 20%.

The Wealth Tax of 1963 remained largely unchanged until the amendments made via 
the Finance Act of 1993. Bangladesh’s Wealth Tax Act of 1963 was in place till the end 
of 1990’s. Its enforcement was however in suspect, in spite of amendments introduced 
in the Finance Act of 1993. The revisions in the schedule of tax rates and the imposition 
of a ceiling of 30% (of income) on the sum of taxes paid by an individual on account of 
income and wealth taxes, resulted in poor revenue generation prompting the 
abolishment of the Act by 1999. Now, in the 2011-12 budget that endorsed a surcharge 
of 10% on income taxes for persons whose value of wealth, as recorded in the wealth 
statement submitted to the NBR, exceeded Tk. 20 million.

Foreign travel tax has been introduced since 1980-81. For foreign travel by air, the tax 
is collected through air tickets.



Historical Overview of
Tax System of Bangladesh 
The term “tax” originated from the old French word “taxer” (c. 1300)  which 
etymologically came from Latin “taxare”  meaning “censure” or “charge”; The sense 
of “burden, put a strain on”  was �irst recorded in 1670’s.2 It is an obligatory 
contribution levied by a sovereign or government. According to Article 152(1) of the 
Constitution of Bangladesh, taxation includes the imposition of any tax, rate, duty or 
impost, whether general, local or special, and tax shall be construed accordingly. 
Taxation resources lie at the heart of the state’s capacity to maintain just social and 
economic relations through tax policies that promote re-distributive income and 
growth among all segments of the country’s population.  The tax structure in the 
country consists of both direct (income tax, gift tax, land development tax, 
non-judicial stamp, registration, immovable property tax, etc) and indirect (customs 
duty, excise duty, motor vehicle tax, narcotics and liquor duty, VAT, SD, foreign travel 
tax, TT, electricity duty, advertisement tax, etc) taxes.

Land Tax
The earliest known tax in this region is tax related to land and or the produce there of. 
In the Vedic period (c. 2000-1500 BC), this type of taxation was occasional and 
voluntary initially. This is where the term ‘Bali’ was originated. Bali was originally 
used to devote voluntary offerings made to gods for securing their favour, came to be 
applied later to the presents and taxes offered to the king, more or less voluntarily in 
the later Vedic period. 

Kautiliya's Arthasastra (c. 321-300 BC) recorded that the Samaharta (Collector- 
General) collected revenue from seven broad places - forti�ied city, the country part, 
mines, irrigation works, forests, herds, and trade routes. From this time some taxes 
on land are known and related to country part:
 Svatva (revenue collected from the produce of crown lands)
 Bhaga (one-sixth share of produce from personal land)
 Bali (King's receipts as gifted or asked)
 Kar (periodical tax paid to King in relation to fruits and trees)
 Bhog (periodical tax paid to King in relation to fruits and trees)

After the Bangladesh independence, CBR has been abolished and National Board of 
Revenue (NBR) has been created. The Customs Act was made effective in Bangladesh 
by President's Order no. 48 of 1972 with effect from 01 January 1970.

Excise duty
Excise duty is a tax on goods and services produced inland. Government can use 
excise duty to control the production of some goods (Like tobacco or alcohol) or 
distribute income through collection of this fund. 

Muslim rulers introduced “salt tax” which was similar to excise duty. Although 
Emperor Akbar had issued an order to abolish salt tax, the order was not properly 
carried out in remote provinces. The Muslim’s also brought opium from Persia to 
India. The opium tax was also a good source of revenue at that time.

Excise duty was imposed in Bangladesh through Excise and Salt Act 1944 (Act I of 
1944) which was enacted on 24 February 1944. Before, introducing VAT (Value 
Added Tax) in July 1991, this act was the primary guideline for excise duty. At that 
time in 1991, the excise constituted the second largest source of revenue for the 
government (about 22% of total revenue). But VAT had reduced the tax-coverage of 
excise duty to a minimum. At present excise duty applies to only two items: bank 
deposits and domestic air ticket (Tk. 250 per journey).

Income Tax

In 1860 Mr. James Wilson, the �irst Finance Member in India, introduced the �irst 
Income-tax Bill entitled “An Act for imposing Duties on Pro�its arising from Property, 
Professions, Trades and Of�ices”. The Bill sought to raise additional �inances in order to 
replenish the revenue de�icit caused by the Sepoy Mutiny of 1857. However, the tax 
levied was eventually discontinued in 1865. In 1867, the tax was reintroduced in an 
improvement form in the name of a certi�icate tax. In 1869, the certi�icate tax was 
converted into regular income-tax on a wider coverage. In 1873-74, when there was a 
comfortable budgetary surplus, income-tax was altogether abolished again. Five years 
later, the tax was again revived in the form of licence taxes and continued till the year 
1885-86. In 1886, the Government of India enacted the Indian Income-tax Act, 1886.

In 1918, the Income-tax Act 1886 was substantially amended to consolidate the law 
relating to income-tax. In 1922, based on the recommendations of the All-India 
Income-tax Committee appointed in 1921, the Income-tax Act, 1922 (Act XI of 1922) 
was passed. A Board of Inland Revenue was created under the Act, which was to be 
the highest authority for income-tax. The Income-tax Act , 1922 was amended in 
1924 to substitute the Central Board of Revenue for the Board of Inland Revenue. It 
was further amended and substantially so in 1939 to provide inter alia for the 
Income-tax Appellate Tribunal (TEC, 1979: 75-77).

After the independence, in 1st July 1984, the President of Bangladesh promulgate the 

There was also a monetary system early in the medieval period of between the 4th and 
11th centuries in the form of a gold coin called the hirono. But, the ancient land tax 
system didn’t change signi�icantly during the Muslim rule period (1200-1757). Only the 
rate of revenue might have risen to one third or sometimes half of the produced. Apart 
from land tax in Muslim rule came the addition of zakat, sadaqa, khums and jizya.

During British rule (1757-1947) the ‘Zamindar’ or ‘tax-farmers’ system was 
established to collect revenue’s from individual tenants. The taxes were based, in 
general, on the produce of the land, and were often oppressive, reaching in some 
areas a levy of over half the net produce. At the time of permanent settlement act of 
1793 the tax rate for zamindars was ten-eleventh of their total rental receipt which is 
also known as “Sunset Law” because the payment has to be made before sunset. The 
zamindari system was abolished in 1952.

The present land tax system of Bangladesh is based on the east bengal state 
acquisition and tenancy act 1950 which established a direct contract between the 
taxpayer and the government. After independence in 1972, the government 
exempted all owners having land up to 25 bighas (8.33 acres) from paying land 
revenue by a Presidential Order. In 1976, the Land Development Tax Ordinance was 
passed by which land revenue and other taxes were merged together to be called 
'land development tax' (LDT).

Custom Duty
Custom duty or tariff is levied on commodities entering or exiting a country. Custom 
duty is sometimes called ‘external excise tax’. The origin of custom duty in this region 
dates back to ancient times. In Kautiliyam Arthasastram (c. 321-300 BC) recorded 
that Samaharta (collector-general) arrange revenue collection from seven types of 
places, of which the seventh was the vanikpaths (trade routes) of 2 kinds, land routes 
and sea-routes. The subcontinent witnessed the levy of Chungi during the Mughal 
period (1526-1707). The country was then divided into Subas or provinces and 
Chungi was leviable on commodities moving from one province to the other. Chungi 
ghar of those days were perhaps the precursor of today's customs house.

In the British period, Lord Cornwallis abolished customs duty in 1788 but 
reintroduced it in 1801. In the nineteenth century the entire law and machinery 
collection was consolidated in 1878 and Sea Custom Act was enacted. The 
administration was initially vested on provincial government. But in 1924, the 
control was handed over to Central Board of Revenue (CBR) under the CBR Act of 
1924. The Land Custom Act also enacted in 1924. 

After the British rule the Customs Act 1969 was enacted to consolidate and amend the 
law relating to the levy and collection of customs duties and provide for allied matters. 
As a result, under Section 220 of the Customs Act 1969, four acts (the Sea Customs Act 
1878, the Inland Bonded Warehouses Act 1896, the Land Customs Act 1924, and the 
Tariff Act 1934) and Section 14 of the Civil Aviation Ordinance 1960 were repealed. 

Income Tax Ordinance, 1984 (XXXVI of 1984) to consolidate and amend the law 
relating to income tax. The Income-tax Act, 1922 was repealed and replaced. The 
Income-tax Act, 1922 held the �ield of levy, collection and administration of the 
income tax up to 1961 in India when the Income-tax Act, 1961 came into force. The 
up to 1979 in Pakistan, when the Income-tax Ordinance, 1979 was promulgated and 
up to 1984 in Bangladesh, when was replaced by the Income Tax Ordinance, 1984.

VAT (Value Added Tax)
Value Added Tax (VAT) a percentage tax on the value added of a commodity or service 
as each constituent stage of its production and distribution is completed. Before the 
introduction of VAT sales tax was used instead of VAT. The �irst sales tax was 
introduced in the former Central Provinces of India in 1938. In Bengal, sales tax was 
adopted in 1941. In 1948, sales tax was transferred as a central tax under the General 
Sales Tax Act of 1948. The Sales Tax Act 1951 came into force on 1 July 1951 by 
repealing the Pakistan General Sales Tax Act of 1948. Until 1982, sales tax was being 
collected under the 1951 Act, which was replaced by the Sales Tax Ordinance 1982. In 
April 1979, the Taxation Enquiry Commission (TEC) of�icially took up the issue of 
introducing VAT in Bangladesh as an alternate to sales tax. Until 1982, sales tax was 
being collected under the Sales Tax Act 1951, which was replaced by the Sales Tax 
Ordinance 1982 with effect from 1 July 1982.The VAT law was promulgated by 
repealing the Business Turnover Tax Ordinance 1982 and the Sales Tax Ordinance 
1982 with effect from 1 July 1991 by imposing three types of taxes, i.e., VAT, SD and TT.

The World Bank played the pioneering role in introduction of VAT in Bangladesh. A 
World Bank Mission visited Bangladesh for preparing an agenda for tax reform in 
Bangladesh in December 1986. The mission submitted its �inal report on 15 October 
1989. The report recommended the introduction of a manufacturing-cum-import 
stage VAT at a single standard rate within three years. Thereafter, a Bangladesh Tax 
Mission visited India, Indonesia, the Philippines and Thailand during 13 November - 
04 December 1989. The Mission submitted its report in January 1990. The 
government discussed the issues relating to introduction of VAT with all related 
private and public agencies including the various leading Chambers of Commerce and 
Industry from time to time. The government prepared the Value Added Tax Act 1990 
(Draft) in June 1990.

Final version of the Value Added Tax Act was promulgated 31 May 1991 as a 
Presidential Ordinance with eight sections (relating to registration under VAT system 
and the appointment and powers of VAT authorities). It was made effective from 2 
June 1991. The Value Added Tax Bill 1991 was introduced in the Parliament on 1 July 
1991 and the Parliament passed it on 9 July 1991. With the Presidential assent to the 
bill on the next day it came into effect as The Value Added Tax Act 1991. The VAT Act 
1991 replaced the Business Turnover Tax Ordinance 1982 and the Sales Tax 
Ordinance 1982 with effect from 1 July 1991. The VAT became the major restructure 
on the tax system after the independence of Bangladesh.
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VAT still is under reformulation process. After more than 20 years of operation, 
various weakness of VAT emerged. For example, VAT is more dif�icult to administer 
and problems with administration and enforcement often undermine the 
effectiveness of the VAT. It is dif�icult to undertake an effective audit programme to 
combat VAT evasion. Consumers are frequently charged VAT twice in many cases. The 
burden of VAT is mainly borne by the buyers. Recently government has amended the 
VAT act 1991 in July 2010 and enacted VAT act 2011. The IMF has provided the draft 
plan for implementation of new Value Added Tax.

Gift, Wealth and Foreign Travel Tax
Gift tax is a direct tax in nature which is levied on the taxable gifts under Gift Tax Act 
1990 that was adopted from Pakistani Gift Tax Act 1963 with some modi�ications in 
Bangladesh. Gift consists of the extinction of one’s own property and the generation 
of another property, that can also be termed as present and Gift tax is paid on the 
gifted money or money’s worth. Gift tax is digressive in structure of tax rate. Generally 
up to Tk.20, 000 of gifts is exempted from tax. In the line of income tax, a progressive 
slab taxation is also applicable for taxable gifts. The gift-tax rate for �irst Tk 5 lakh of 
taxable gift is 5%, for next Tk 10 lakh is 10%, for next Tk 20 lakh is 15% and for any 
further taxable gift 20%.

The Wealth Tax of 1963 remained largely unchanged until the amendments made via 
the Finance Act of 1993. Bangladesh’s Wealth Tax Act of 1963 was in place till the end 
of 1990’s. Its enforcement was however in suspect, in spite of amendments introduced 
in the Finance Act of 1993. The revisions in the schedule of tax rates and the imposition 
of a ceiling of 30% (of income) on the sum of taxes paid by an individual on account of 
income and wealth taxes, resulted in poor revenue generation prompting the 
abolishment of the Act by 1999. Now, in the 2011-12 budget that endorsed a surcharge 
of 10% on income taxes for persons whose value of wealth, as recorded in the wealth 
statement submitted to the NBR, exceeded Tk. 20 million.

Foreign travel tax has been introduced since 1980-81. For foreign travel by air, the tax 
is collected through air tickets.



module to discuss tax related issues in rural and urban areas, a KII schedule to 
conduct interview government level of�icials at different local administrative tires of 
Bangladesh and �inally in-depth interview schedule to conduct interview at national 
level policy makers and administrators. 

The semi structured interview questionnaires consisted of six sections:
1. Socio-Economic Characteristics (gender, age, educational attainment, 

employment status etc.)
2. General Understanding of Tax (knowledge about basic concept of tax, common 

practices etc.)
3. Tax Administration (TIN number, e-TIN system, perception of TIN holders about 

Tax using a �ive point scale)
4. Tax Payer's Attitude (attitude of all respondents regarding Tax, Tax system, Tax 

payment etc. using a �ive point scale)
5. Direct Tax (TIN number holder's attitude, practice, and understanding about Tax, 

Tax system, Tax payment etc. using a �ive point scale)
6. Tax Justice and Equity (perception of all respondents regarding Tax justice and 

equity using a �ive point scale)

Fieldwork Preparation, Pilot Test and Training 
The data collection instruments were pre-tested on 3rd week of September, 2013. 
Interviewers for these pre-tests have been trained to conduct the pre-test. Interviews 
were then conducted in Dhamrai Upzila of Manikganj district under the close 
observation of study team members. Altogether, 10 questionnaires, as well as 1 FGD 
and 2 KIIs were completed. Based on the experience in the �ield and suggestions made 
by pre-test staff and the technical team modi�ications were made in the wording and 
translations of the questionnaires. Professional �ield staffs for the main survey were 
recruited for conducting the survey. Recruitment criteria included educational 
attainment, maturity, and experience in other surveys. Training of the supervisors for 
the main survey was conducted in Dhaka. Training consisted of lectures on the 
objectives and methodology of the survey, protection of human subjects, techniques of 
interviewing, and how to complete the questionnaire. Group discussions and mock 
interviews between participants were used to gain practice in asking questions. The 
supervisors then trained DCFs of SUPRO in selected sample districts. Previous 
experience in �ield data collection was given the highest priority in this survey. 

Field Survey 
Fieldwork consisted of selecting and interviewing individuals, conducting FGDs 
with community people and interviewing key informants. Fieldwork for the survey 
commenced on September 22, 2013 and was completed on September 25, 2013. 
Fieldwork was carried out by 6 interviewing teams. Each team consisted of 3 �ield 
enumerators and 1 supervisor.  Apart from supervision and management, the 
supervisors placed emphasis on catching and minimizing problems of 

Where,
 n = Estimated Sample Size of respondents for the quantitative survey
 p = Anticipated value (0.50) for maximum sample size
     q = 1- p
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involvement in the tax system at respective tires. 
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enumerators and supervisors. The study team members monitored the �ield work 
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quality check at the end of each data collection day.

Data and Information Management
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data processing. The data processing operations consisted of of�ice editing, and 
removing inconsistencies found by computer programs. The data were processed 
using microcomputers. Double data entry procedure has been adapted to minimize 
data entry error. The study team members supervised the data processing. The 
processed data created the data base for this study using Microsoft access. Finally the 
cleaned data set was transferred to SPSS and STATA software for data analysis.

3.6 Limitations of the Study
The study has been conducted within a very short period of time and hence a few of the 
tricky aspects of tax system could not have been interpreted with due understanding. 
Had the primary data collection been to a larger number, the quantitative �indings 
could have been representative to a divisional level for Bangladesh. Interviewing the 
government of�icials from district Sadar tax of�ice (collector of�ice) and Upazila sadar 
tax of�ice took additional time since they are very busy persons.  Interviewing policy 
makers, national level administrators also took much more effort and time than 
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districts of Bangladesh. The sample size is small compared to the total orderly 
population in Bangladesh. Therefore the main interpretation that can be drawn is 
descriptive of the tax situation of the all respondents interviewed. The sample size is 
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3.1 Study Design
Secondary literature has been reviewed to understand the current tax structure of 
Bangladesh which ultimately leads to a thorough analysis of tax system of 
Bangladesh. 

Primary data have also been collected through interviewing randomly selected 
individuals from selected locations of Bangladesh. 

In addition, Focus Group Discussion (FGD) has also been conducted with community 
people to understand peoples’ perception about tax/VAT and the reasons behind 
peoples' lack of participation in the tax system. 

Key Informant Interviews (KIIs) have been conducted with local government tax 
of�icials and tax lawyers. Finally, in-depth Interviews have been conducted in order to 
capture process on the tax policy formulation, implementation with policy makers, 
tax research experts and national level administrators. 

3.2 Geographical coverage for the primary data collection
The study team covered one-eighth of the SUPRO district committee based districts in 
Bangladesh (i.e., 6 districts). These 6 districts have been selected randomly using the 
list of 45 SUPRO district committee based districts. These districts are 
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3.3 Design for Quantitative Survey
The sample respondents were selected in three stages. From each selected districts, 8 
village/mahalla (for rural areas respondents have been interviewed in villages and 
for urban areas in mahalla) have been randomly selected. From each of the selected 
village/mahalla equal number of respondents has been interviewed using a Semi 
Structured Interview Schedule. To determine a representative sample size of 
respondents of the quantitative survey the following formula has been used:
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module to discuss tax related issues in rural and urban areas, a KII schedule to 
conduct interview government level of�icials at different local administrative tires of 
Bangladesh and �inally in-depth interview schedule to conduct interview at national 
level policy makers and administrators. 

The semi structured interview questionnaires consisted of six sections:
1. Socio-Economic Characteristics (gender, age, educational attainment, 

employment status etc.)
2. General Understanding of Tax (knowledge about basic concept of tax, common 

practices etc.)
3. Tax Administration (TIN number, e-TIN system, perception of TIN holders about 

Tax using a �ive point scale)
4. Tax Payer's Attitude (attitude of all respondents regarding Tax, Tax system, Tax 

payment etc. using a �ive point scale)
5. Direct Tax (TIN number holder's attitude, practice, and understanding about Tax, 

Tax system, Tax payment etc. using a �ive point scale)
6. Tax Justice and Equity (perception of all respondents regarding Tax justice and 

equity using a �ive point scale)

Fieldwork Preparation, Pilot Test and Training 
The data collection instruments were pre-tested on 3rd week of September, 2013. 
Interviewers for these pre-tests have been trained to conduct the pre-test. Interviews 
were then conducted in Dhamrai Upzila of Manikganj district under the close 
observation of study team members. Altogether, 10 questionnaires, as well as 1 FGD 
and 2 KIIs were completed. Based on the experience in the �ield and suggestions made 
by pre-test staff and the technical team modi�ications were made in the wording and 
translations of the questionnaires. Professional �ield staffs for the main survey were 
recruited for conducting the survey. Recruitment criteria included educational 
attainment, maturity, and experience in other surveys. Training of the supervisors for 
the main survey was conducted in Dhaka. Training consisted of lectures on the 
objectives and methodology of the survey, protection of human subjects, techniques of 
interviewing, and how to complete the questionnaire. Group discussions and mock 
interviews between participants were used to gain practice in asking questions. The 
supervisors then trained DCFs of SUPRO in selected sample districts. Previous 
experience in �ield data collection was given the highest priority in this survey. 

Field Survey 
Fieldwork consisted of selecting and interviewing individuals, conducting FGDs 
with community people and interviewing key informants. Fieldwork for the survey 
commenced on September 22, 2013 and was completed on September 25, 2013. 
Fieldwork was carried out by 6 interviewing teams. Each team consisted of 3 �ield 
enumerators and 1 supervisor.  Apart from supervision and management, the 
supervisors placed emphasis on catching and minimizing problems of 
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have been conducted with the six selected groups which are Marginal Farmer, Small 
Entrepreneurs, Rural Women, Rural Youth, Rickshaw Puller, and Day Laborer.  A total 
of 35 FGDs have been conducted (6 FGDs from each of the selected districts except 
Rangamati) during the �ield survey. Separate and equal number of FGDs has been 
conducted in each selected districts. While conducting FGDs, the facilitator will used a 
discussion guide while a note taker recorded discussion, comments and observations.

Key informant interviews (KIIs) have been undertaken with government of�icials 
from district Sadar tax of�ice (collector of�ice), Upazila sadar tax of�ice and Union 
Parishad of�ice and Tax Lawyers.  The KIIs have been interviewed at district, upazila 
and union level. A total of 18 KII have been conducted of with government of�icials 
from district Sadar tax of�ice (collector of�ice), upazila,/union level tax of�icials and tax 
lawyers. The KIIs have been selected based on their understanding and level 
involvement in the tax system at respective tires. 

Finally, in-depth interview has been taken from policy makers, tax research experts, 
academician, tax administrators etc at national level. The In-depth interviews with 
the policy makers, national level administrators helped to provide deeper insights 
into the tax systems and make recommendations.

3.5 Method of Data Collection and Analysis

Data Collection Instrument
The �ield survey consisted of four types of data collection instruments: a semi 
structured interview questionnaires for general individual respondents, an FGD 

non-response. The study team members were constantly in touch with the �ield 
enumerators and supervisors. The study team members monitored the �ield work 
by visiting the teams in the �ield. 

Quality assurance and Quality Control system for the �ield survey
One major step of quality control was swapping all the �illed in questionnaires every 
day among the enumerators to ensure that all the questions are properly �illed and 
skips respected.  Errors detected in the �illed in questionnaires was remedied in 
consulting with the interviewer who made the interview where the error was 
detected. The estimated number of interview per day was realistic, so it allows for 
quality check at the end of each data collection day.

Data and Information Management
Data processing commenced on September 25, 2013 and was completed on 
September 27, 2013. All �illed-in questionnaires for the survey were returned for the 
data processing. The data processing operations consisted of of�ice editing, and 
removing inconsistencies found by computer programs. The data were processed 
using microcomputers. Double data entry procedure has been adapted to minimize 
data entry error. The study team members supervised the data processing. The 
processed data created the data base for this study using Microsoft access. Finally the 
cleaned data set was transferred to SPSS and STATA software for data analysis.

3.6 Limitations of the Study
The study has been conducted within a very short period of time and hence a few of the 
tricky aspects of tax system could not have been interpreted with due understanding. 
Had the primary data collection been to a larger number, the quantitative �indings 
could have been representative to a divisional level for Bangladesh. Interviewing the 
government of�icials from district Sadar tax of�ice (collector of�ice) and Upazila sadar 
tax of�ice took additional time since they are very busy persons.  Interviewing policy 
makers, national level administrators also took much more effort and time than 
initially anticipated. The quantitative survey included 461 interviewees in 6 different 
districts of Bangladesh. The sample size is small compared to the total orderly 
population in Bangladesh. Therefore the main interpretation that can be drawn is 
descriptive of the tax situation of the all respondents interviewed. The sample size is 
not suf�iciently large for division level disaggregation. 
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Figure 3.1: Coverage Area in Base Line Survey-2013
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Based on the 2010 HIES the upper poverty line is 31.5 percent for national whereas 
the lower poverty line is 17.6 percent. The range of poverty line is higher in the rural 
area with 35.2-21.1 compared to the urban area 21.3-7.7. The rural areas still need a 
lot of development and attention in this regard. A balanced budget is crucial for 
macro-economic stability. In FY 2012-13 a target for revenue receipt was set at Tk.1, 
39,670 crore. Against this target, tax revenue from NBR sources stood at Tk. 112,159 
crore while revenue receipts from non-NBR source and non-tax revenue receipts 
were Tk. 4,565 crore and Tk. 22,846 core respectively in FY 2012-13. In FY 2012-13 
the revised targeted expenditure is 1,89,326 crore. Of which the non-development 
budget is 1,10,705 crore and the development budget is 57,575 crore. The ADP in 
Bangladesh and its implementation is still very low. The budget de�icit in the current 
year is estimated to be 46,024 crore taka with revision now it is 43,937 crore taka 
which is about 4.4 percent of GDP. It is decided that 11,903 crore (1.1 percent of 
GDP) taka will be �inanced from the external source and 31,711 crore taka (3.1 
percent) will be �inanced from domestic sources.  

Now, if we compare Bangladesh's performance in terms of tax revenue as percentage 
of GDP, it is observed that is ranked as the lowest performing country among the 
SAARC countries in the year 2001. (7.60 %)  At that time, one ranked as the highest 
was India. Bangladesh has only managed to achieve 9.98% tax-GDP ratio in 2011. 
Economists often argue that the tax- GDP ratio should be 20% for sound management 
of public sector and economic development and Bangladesh is well far from that.

Table 4.2: Comparison of Tax as a percentage of revenue in South Asian Region Country

Year Bangladesh Bhutan India Maldives Nepal Pakistan Sri Lanka
2001 7.60 8.53 7.97 10.66 8.80 10.04 14.63
2002 7.70 9.25 8.55 10.30 8.56 10.31 13.56
2003 8.07 9.37 8.96 10.43 8.65 10.78 12.71
2004 8.11 7.68 9.41 11.96 8.97 10.28 13.47
2005 8.22 8.35 9.91 13.56 9.18 9.60 13.73
2006 8.17 9.03 11.03 14.21 8.78 9.43 14.58
2007 8.05 7.52 11.89 14.72 9.77 9.84 14.22
2008 8.82 8.42 10.75 13.90 10.44 9.86 13.28
2009 8.60 9.24 9.64 10.75 11.84 9.28 12.80
2010 9.00 - 10.09 10.73 13.40 10.02 12.93
2011 9.98 - 10.39 - 13.25 9.31 12.42

Source: World Development Indicator (WDI) Database-2013, World Bank

4.2 Tax and Total Revenue
Government revenue of Bangladesh is mainly consist of Tax and Non-Tax revenues of 
which Tax revenue consist of the major share accounting for more than 80 percent. 
Tax revenue mainly consists of direct and indirect taxes where as Non-Tax revenue 
consists of fees, charges, tolls etc. In FY 2009-10, the total revenue collection by NBR 
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Present Scenario of Tax Structure and 
Tax System in Bangladesh
4.1 Introduction  
Bangladesh is a very small country in South Asian region having a large population of 
almost 160 million.  Bangladesh falls into low income category country according to 
the World Bank’s classi�ication of economic development. But it is widely discussed 
that Bangladesh would be able to improve its category into middle income by 2025 if 
it could properly utilize its economic capabilities. If we analyze the current economic 
condition of Bangladesh it is found that the growth rate of economy has slowed down 
in the context of negative world trade growth rate. Despite this Bangladesh was able 
to maintain a stable growth rate of around 6 percent for the past 3 years. The �irst half 
of the FY 2010-11 was under the impact of global recession. Although the global 
economy has recovered a bit, this had an adverse effect on all over the world. Despite 
this Bangladesh’s growth rate is estimated to be 6.03% in FY 2012-13.3 The in�lation 
rate from April, 2012 to April 2013 has gone down to 7.9 percent. Because of high 
growth of remittance Bangladesh’s foreign reserve has reached to 15 billion US dollar. 
The nominal GDP has reached to 1037987 crore taka. But the domestic savings has 
not been changed much with 19.26 percent. However, because of remittance the 
national savings has risen to 29.51 percent from 29.18 percent in FY 2012-134. 

Table 4.1: Per Capita GDP, GDP growth and Tax Revenue
Year Per Capita GDP GDP Growth Tax Revenue
 (Constant US$ 2000)  (%) (% of GDP)
2000 349 5.9 -
2001 361 5.2 7.5
2002 371 4.4 7.6
2003 384 5.2 8.0
2004 402 6.2 8.1
2005 421 5.9 8.2
2006 443 6.6 8.1
2007 467 6.4 8.0
2008 490 6.1 8.8
2009 513 5.7 8.5
2010 539 6.0 8.9
2011 568 6.7 9.9
2012 597 6.3 -

Source: World Development Indicator (WDI) Database-2013, World Bank 

4.3 Tax as a Percentage of GDP
In general the Revenue-GDP ratio, Tax-GDP ratio and the Non-Tax-GDP ratio all three 
showed an upward trend. But the rate of growth is slower. The Tax- GDP ratio is 
hovered around 10 percent for the past three years where as for Non-Tax-GDP ratio, it 
was around 2.5 percent. In FY 2012-13, tax-GDP ratio was 10.81 and Non-Tax-GDP 
ratio was 2.84 percent.  The Revenue-GDP ratio has steadily increased from 10.35 in 
FY 2002-03 to 13.85 in FY 2012-13. In the following graph the trend of the 
Revenue-GDP, Tax-GDP and Non-Tax-GDP ratios are depicted. Even though they are 
smaller the Tax-GDP ratio has an increasing trend which is the driving force for the 
increasing trend for Revenue-GDP ratios. On the contrary, the Non-Tax-GDP ratios 
was in the graph is fairly constant.

4.4 Direct vs. Indirect Tax
In table 4.3, the direct and indirect tax scenario is presented. In FY 2000-01 the 
indirect tax was about 65 percent of the total revenue. Gradually this percentage has 
declined to 57.57 percent in FY 2011-12 over the past 12 years. In case of direct tax in 
FY 2000-01 the direct tax was 15.74 percent of the total revenue. This has increased 
to 25.05 percent in FY 2011-12. The overall performance is getting better. 

Table 4.3: Direct vs. Indirect Tax7

Fiscal Year Total  Total  Total  Direct Tax (%of Indirect Tax (% of  
 Direct Tax Indirect tax Revenue Total Revenue)  Total Revenue)
2000-01 3649.33 15125.11 23180.44 15.74 65.25
2001-02 3936.34 16270.87 25900.21 15.20 62.82
2002-03 4465.44 19185.68 30874.92 14.46 62.14
2003-04 5001.15 21192.62 33943.77 14.73 62.43
2004-05 5827.47 24076.99 38868.46 14.99 61.94
2005-06 7422.72 26579.71 44131.43 16.82 60.23
2006-07 9050.05 28169.27 47912.32 18.89 58.79
2007-08 12188.22 35247.44 62004.66 19.66 56.85
2008-09 14274.21 38253.04 66302.25 21.53 57.69
2009-10 17428.34 44613.82 77954.16 22.36 57.23
2010-11 23419.57 55983.54 95874.11 24.43 58.39
2011-12 28735.83 66018.28 114693.00 25.05 57.57
2012-13* 22955.15 50262.24 139670.00 16.44 35.99

* up to March 2013

stood at Tk.79, 402.83 crore surpassing the targets of Tk. 75,600 crore. In FY 2010-11, 
the revenue collection was 95,188 crore and FY 2011-12 it was 117033 crore. This year, 
in FY 2012-2013, the total revenue increased to 139670 crore. In FY 2010-11 the total 
revenue-gdp ratio was 12.09 percent increased from 11.5 percent. The subsequent two 
year total revenue-GDP ratio is 12.79 percent and 13.85 percent respectively. Total 
revenue collection is following an upward trend over the years. The total revenue-GDP 
ratio is increasing but the rate of growth increase however is slower. In FY 2010-11 the 
Tax revenue was 79502 crore which has increased to 112, 259 crore in FY 2012-13. The 
Non-Tax revenue was 27,411 crore in FY 2012-2013. Tax to Non-Tax revenue ratio 
hovered around to a constant of about 4 over the years. The detail of revenue collection 
is given in Table 1 of annex-1. Figure 4.1 presents the revenue trend by volume. It can be 
seen in the graph that all the key variables have upward trend. This seems to be good in 
terms of revenue receipt. From FY 1999-2000 to FY 2007-2008 the Non-Tax revenue did 
not increased much. But after FY 2007-2008 the graph shows a slow increasing trend.

Figure 4.1: Revenue trend by volume5

Figure 4.2: Revenue-GDP, Tax-GDP, Non-Tax-GDP Ratios Trend6

Figure  4.4 : Item wise share of revenue collection for FY 2012-13 (Up to 
March, 2013)8 

Indirect tax
In FY 2010-11 the indirect tax has growth rate of 25.48%. Compared to some other 
years it is high. It is undestandable that the government want to increase its tax base. 
But increasing indirect tax base has a direct consequence to the poor. The lowest 
growth rate of indirect tax is about 6 percent in FY 2006-07. The growth rate of 
indirect tax by FY is given in the following table 4.4:                                             

Table 4.4: Indirect Tax growth rate

Fiscal Year Total Indirect Tax Growth (%)
2000-01 15125.11 22.53%
2001-02 16270.87 7.58%
2002-03 19185.68 17.91%
2003-04 21192.62 10.46%
2004-05 24076.99 13.61%
2005-06 26579.71 10.39%
2006-07 28169.27 5.98%
2007-08 35247.44 25.13%
2008-09 38253.04 8.53%
2009-10 44613.82 16.63%
2010-11 55983.54 25.48%

In table 4 and 5 of the annex-1, various compositions of indirect taxes are presented. 
In table 4, the import and export level indirect taxes are shown. Whereas in table 5, 
the local level indirect tax is shown. VAT exists both in import level and local level. 

In the following �igure 4.3 the trend for direct tax, indirect tax and total revenue by 
volume is given. The graph shows the general upward trend for all three cases. 
Indirect tax has a larger contribution to the total revenue.

Figure 4.3: Trend of Direct Tax, Indirect Tax and Total Revenue by Volume

4.5. Item wise composition of NBR revenue
In the following �igure 4.4 the item wise composition of NBR revenue for FY 2012-13 
is shown.  It can be seen from the pie chart that VAT has the highest proportion 
comprising 39 percent. Income Tax comes second as 31 percent. Other major 
portions are supplementary duty and import duty comprising 16 percent and 12 
percent respectively.

Direct Tax
Table 4 in the annex-1 gives a general item wise overview for the last 5 years for both 
direct and indirect tax. The income tax collection has gradually increased over the 
past few years. Up to March 2013 22,522.10 crore taka has been collected. It has been 
expected that it will surplus previous years amount of 28,261.87 crore taka. The 
other source of direct tax is much lower.
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Based on the 2010 HIES the upper poverty line is 31.5 percent for national whereas 
the lower poverty line is 17.6 percent. The range of poverty line is higher in the rural 
area with 35.2-21.1 compared to the urban area 21.3-7.7. The rural areas still need a 
lot of development and attention in this regard. A balanced budget is crucial for 
macro-economic stability. In FY 2012-13 a target for revenue receipt was set at Tk.1, 
39,670 crore. Against this target, tax revenue from NBR sources stood at Tk. 112,159 
crore while revenue receipts from non-NBR source and non-tax revenue receipts 
were Tk. 4,565 crore and Tk. 22,846 core respectively in FY 2012-13. In FY 2012-13 
the revised targeted expenditure is 1,89,326 crore. Of which the non-development 
budget is 1,10,705 crore and the development budget is 57,575 crore. The ADP in 
Bangladesh and its implementation is still very low. The budget de�icit in the current 
year is estimated to be 46,024 crore taka with revision now it is 43,937 crore taka 
which is about 4.4 percent of GDP. It is decided that 11,903 crore (1.1 percent of 
GDP) taka will be �inanced from the external source and 31,711 crore taka (3.1 
percent) will be �inanced from domestic sources.  

Now, if we compare Bangladesh's performance in terms of tax revenue as percentage 
of GDP, it is observed that is ranked as the lowest performing country among the 
SAARC countries in the year 2001. (7.60 %)  At that time, one ranked as the highest 
was India. Bangladesh has only managed to achieve 9.98% tax-GDP ratio in 2011. 
Economists often argue that the tax- GDP ratio should be 20% for sound management 
of public sector and economic development and Bangladesh is well far from that.

Table 4.2: Comparison of Tax as a percentage of revenue in South Asian Region Country

Year Bangladesh Bhutan India Maldives Nepal Pakistan Sri Lanka
2001 7.60 8.53 7.97 10.66 8.80 10.04 14.63
2002 7.70 9.25 8.55 10.30 8.56 10.31 13.56
2003 8.07 9.37 8.96 10.43 8.65 10.78 12.71
2004 8.11 7.68 9.41 11.96 8.97 10.28 13.47
2005 8.22 8.35 9.91 13.56 9.18 9.60 13.73
2006 8.17 9.03 11.03 14.21 8.78 9.43 14.58
2007 8.05 7.52 11.89 14.72 9.77 9.84 14.22
2008 8.82 8.42 10.75 13.90 10.44 9.86 13.28
2009 8.60 9.24 9.64 10.75 11.84 9.28 12.80
2010 9.00 - 10.09 10.73 13.40 10.02 12.93
2011 9.98 - 10.39 - 13.25 9.31 12.42

Source: World Development Indicator (WDI) Database-2013, World Bank

4.2 Tax and Total Revenue
Government revenue of Bangladesh is mainly consist of Tax and Non-Tax revenues of 
which Tax revenue consist of the major share accounting for more than 80 percent. 
Tax revenue mainly consists of direct and indirect taxes where as Non-Tax revenue 
consists of fees, charges, tolls etc. In FY 2009-10, the total revenue collection by NBR 

Present Scenario of Tax Structure and 
Tax System in Bangladesh
4.1 Introduction  
Bangladesh is a very small country in South Asian region having a large population of 
almost 160 million.  Bangladesh falls into low income category country according to 
the World Bank’s classi�ication of economic development. But it is widely discussed 
that Bangladesh would be able to improve its category into middle income by 2025 if 
it could properly utilize its economic capabilities. If we analyze the current economic 
condition of Bangladesh it is found that the growth rate of economy has slowed down 
in the context of negative world trade growth rate. Despite this Bangladesh was able 
to maintain a stable growth rate of around 6 percent for the past 3 years. The �irst half 
of the FY 2010-11 was under the impact of global recession. Although the global 
economy has recovered a bit, this had an adverse effect on all over the world. Despite 
this Bangladesh’s growth rate is estimated to be 6.03% in FY 2012-13.3 The in�lation 
rate from April, 2012 to April 2013 has gone down to 7.9 percent. Because of high 
growth of remittance Bangladesh’s foreign reserve has reached to 15 billion US dollar. 
The nominal GDP has reached to 1037987 crore taka. But the domestic savings has 
not been changed much with 19.26 percent. However, because of remittance the 
national savings has risen to 29.51 percent from 29.18 percent in FY 2012-134. 

Table 4.1: Per Capita GDP, GDP growth and Tax Revenue
Year Per Capita GDP GDP Growth Tax Revenue
 (Constant US$ 2000)  (%) (% of GDP)
2000 349 5.9 -
2001 361 5.2 7.5
2002 371 4.4 7.6
2003 384 5.2 8.0
2004 402 6.2 8.1
2005 421 5.9 8.2
2006 443 6.6 8.1
2007 467 6.4 8.0
2008 490 6.1 8.8
2009 513 5.7 8.5
2010 539 6.0 8.9
2011 568 6.7 9.9
2012 597 6.3 -

Source: World Development Indicator (WDI) Database-2013, World Bank 

4.3 Tax as a Percentage of GDP
In general the Revenue-GDP ratio, Tax-GDP ratio and the Non-Tax-GDP ratio all three 
showed an upward trend. But the rate of growth is slower. The Tax- GDP ratio is 
hovered around 10 percent for the past three years where as for Non-Tax-GDP ratio, it 
was around 2.5 percent. In FY 2012-13, tax-GDP ratio was 10.81 and Non-Tax-GDP 
ratio was 2.84 percent.  The Revenue-GDP ratio has steadily increased from 10.35 in 
FY 2002-03 to 13.85 in FY 2012-13. In the following graph the trend of the 
Revenue-GDP, Tax-GDP and Non-Tax-GDP ratios are depicted. Even though they are 
smaller the Tax-GDP ratio has an increasing trend which is the driving force for the 
increasing trend for Revenue-GDP ratios. On the contrary, the Non-Tax-GDP ratios 
was in the graph is fairly constant.

4.4 Direct vs. Indirect Tax
In table 4.3, the direct and indirect tax scenario is presented. In FY 2000-01 the 
indirect tax was about 65 percent of the total revenue. Gradually this percentage has 
declined to 57.57 percent in FY 2011-12 over the past 12 years. In case of direct tax in 
FY 2000-01 the direct tax was 15.74 percent of the total revenue. This has increased 
to 25.05 percent in FY 2011-12. The overall performance is getting better. 

Table 4.3: Direct vs. Indirect Tax7

Fiscal Year Total  Total  Total  Direct Tax (%of Indirect Tax (% of  
 Direct Tax Indirect tax Revenue Total Revenue)  Total Revenue)
2000-01 3649.33 15125.11 23180.44 15.74 65.25
2001-02 3936.34 16270.87 25900.21 15.20 62.82
2002-03 4465.44 19185.68 30874.92 14.46 62.14
2003-04 5001.15 21192.62 33943.77 14.73 62.43
2004-05 5827.47 24076.99 38868.46 14.99 61.94
2005-06 7422.72 26579.71 44131.43 16.82 60.23
2006-07 9050.05 28169.27 47912.32 18.89 58.79
2007-08 12188.22 35247.44 62004.66 19.66 56.85
2008-09 14274.21 38253.04 66302.25 21.53 57.69
2009-10 17428.34 44613.82 77954.16 22.36 57.23
2010-11 23419.57 55983.54 95874.11 24.43 58.39
2011-12 28735.83 66018.28 114693.00 25.05 57.57
2012-13* 22955.15 50262.24 139670.00 16.44 35.99

* up to March 2013
5 Source: Bangladesh Economic Review 2013
6 Source: Bangladesh Economic Review 2013

stood at Tk.79, 402.83 crore surpassing the targets of Tk. 75,600 crore. In FY 2010-11, 
the revenue collection was 95,188 crore and FY 2011-12 it was 117033 crore. This year, 
in FY 2012-2013, the total revenue increased to 139670 crore. In FY 2010-11 the total 
revenue-gdp ratio was 12.09 percent increased from 11.5 percent. The subsequent two 
year total revenue-GDP ratio is 12.79 percent and 13.85 percent respectively. Total 
revenue collection is following an upward trend over the years. The total revenue-GDP 
ratio is increasing but the rate of growth increase however is slower. In FY 2010-11 the 
Tax revenue was 79502 crore which has increased to 112, 259 crore in FY 2012-13. The 
Non-Tax revenue was 27,411 crore in FY 2012-2013. Tax to Non-Tax revenue ratio 
hovered around to a constant of about 4 over the years. The detail of revenue collection 
is given in Table 1 of annex-1. Figure 4.1 presents the revenue trend by volume. It can be 
seen in the graph that all the key variables have upward trend. This seems to be good in 
terms of revenue receipt. From FY 1999-2000 to FY 2007-2008 the Non-Tax revenue did 
not increased much. But after FY 2007-2008 the graph shows a slow increasing trend.

Figure 4.1: Revenue trend by volume5

Figure 4.2: Revenue-GDP, Tax-GDP, Non-Tax-GDP Ratios Trend6

Figure  4.4 : Item wise share of revenue collection for FY 2012-13 (Up to 
March, 2013)8 

Indirect tax
In FY 2010-11 the indirect tax has growth rate of 25.48%. Compared to some other 
years it is high. It is undestandable that the government want to increase its tax base. 
But increasing indirect tax base has a direct consequence to the poor. The lowest 
growth rate of indirect tax is about 6 percent in FY 2006-07. The growth rate of 
indirect tax by FY is given in the following table 4.4:                                             

Table 4.4: Indirect Tax growth rate

Fiscal Year Total Indirect Tax Growth (%)
2000-01 15125.11 22.53%
2001-02 16270.87 7.58%
2002-03 19185.68 17.91%
2003-04 21192.62 10.46%
2004-05 24076.99 13.61%
2005-06 26579.71 10.39%
2006-07 28169.27 5.98%
2007-08 35247.44 25.13%
2008-09 38253.04 8.53%
2009-10 44613.82 16.63%
2010-11 55983.54 25.48%

In table 4 and 5 of the annex-1, various compositions of indirect taxes are presented. 
In table 4, the import and export level indirect taxes are shown. Whereas in table 5, 
the local level indirect tax is shown. VAT exists both in import level and local level. 

In the following �igure 4.3 the trend for direct tax, indirect tax and total revenue by 
volume is given. The graph shows the general upward trend for all three cases. 
Indirect tax has a larger contribution to the total revenue.

Figure 4.3: Trend of Direct Tax, Indirect Tax and Total Revenue by Volume

4.5. Item wise composition of NBR revenue
In the following �igure 4.4 the item wise composition of NBR revenue for FY 2012-13 
is shown.  It can be seen from the pie chart that VAT has the highest proportion 
comprising 39 percent. Income Tax comes second as 31 percent. Other major 
portions are supplementary duty and import duty comprising 16 percent and 12 
percent respectively.

Direct Tax
Table 4 in the annex-1 gives a general item wise overview for the last 5 years for both 
direct and indirect tax. The income tax collection has gradually increased over the 
past few years. Up to March 2013 22,522.10 crore taka has been collected. It has been 
expected that it will surplus previous years amount of 28,261.87 crore taka. The 
other source of direct tax is much lower.
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Based on the 2010 HIES the upper poverty line is 31.5 percent for national whereas 
the lower poverty line is 17.6 percent. The range of poverty line is higher in the rural 
area with 35.2-21.1 compared to the urban area 21.3-7.7. The rural areas still need a 
lot of development and attention in this regard. A balanced budget is crucial for 
macro-economic stability. In FY 2012-13 a target for revenue receipt was set at Tk.1, 
39,670 crore. Against this target, tax revenue from NBR sources stood at Tk. 112,159 
crore while revenue receipts from non-NBR source and non-tax revenue receipts 
were Tk. 4,565 crore and Tk. 22,846 core respectively in FY 2012-13. In FY 2012-13 
the revised targeted expenditure is 1,89,326 crore. Of which the non-development 
budget is 1,10,705 crore and the development budget is 57,575 crore. The ADP in 
Bangladesh and its implementation is still very low. The budget de�icit in the current 
year is estimated to be 46,024 crore taka with revision now it is 43,937 crore taka 
which is about 4.4 percent of GDP. It is decided that 11,903 crore (1.1 percent of 
GDP) taka will be �inanced from the external source and 31,711 crore taka (3.1 
percent) will be �inanced from domestic sources.  

Now, if we compare Bangladesh's performance in terms of tax revenue as percentage 
of GDP, it is observed that is ranked as the lowest performing country among the 
SAARC countries in the year 2001. (7.60 %)  At that time, one ranked as the highest 
was India. Bangladesh has only managed to achieve 9.98% tax-GDP ratio in 2011. 
Economists often argue that the tax- GDP ratio should be 20% for sound management 
of public sector and economic development and Bangladesh is well far from that.

Table 4.2: Comparison of Tax as a percentage of revenue in South Asian Region Country

Year Bangladesh Bhutan India Maldives Nepal Pakistan Sri Lanka
2001 7.60 8.53 7.97 10.66 8.80 10.04 14.63
2002 7.70 9.25 8.55 10.30 8.56 10.31 13.56
2003 8.07 9.37 8.96 10.43 8.65 10.78 12.71
2004 8.11 7.68 9.41 11.96 8.97 10.28 13.47
2005 8.22 8.35 9.91 13.56 9.18 9.60 13.73
2006 8.17 9.03 11.03 14.21 8.78 9.43 14.58
2007 8.05 7.52 11.89 14.72 9.77 9.84 14.22
2008 8.82 8.42 10.75 13.90 10.44 9.86 13.28
2009 8.60 9.24 9.64 10.75 11.84 9.28 12.80
2010 9.00 - 10.09 10.73 13.40 10.02 12.93
2011 9.98 - 10.39 - 13.25 9.31 12.42

Source: World Development Indicator (WDI) Database-2013, World Bank

4.2 Tax and Total Revenue
Government revenue of Bangladesh is mainly consist of Tax and Non-Tax revenues of 
which Tax revenue consist of the major share accounting for more than 80 percent. 
Tax revenue mainly consists of direct and indirect taxes where as Non-Tax revenue 
consists of fees, charges, tolls etc. In FY 2009-10, the total revenue collection by NBR 

Present Scenario of Tax Structure and 
Tax System in Bangladesh
4.1 Introduction  
Bangladesh is a very small country in South Asian region having a large population of 
almost 160 million.  Bangladesh falls into low income category country according to 
the World Bank’s classi�ication of economic development. But it is widely discussed 
that Bangladesh would be able to improve its category into middle income by 2025 if 
it could properly utilize its economic capabilities. If we analyze the current economic 
condition of Bangladesh it is found that the growth rate of economy has slowed down 
in the context of negative world trade growth rate. Despite this Bangladesh was able 
to maintain a stable growth rate of around 6 percent for the past 3 years. The �irst half 
of the FY 2010-11 was under the impact of global recession. Although the global 
economy has recovered a bit, this had an adverse effect on all over the world. Despite 
this Bangladesh’s growth rate is estimated to be 6.03% in FY 2012-13.3 The in�lation 
rate from April, 2012 to April 2013 has gone down to 7.9 percent. Because of high 
growth of remittance Bangladesh’s foreign reserve has reached to 15 billion US dollar. 
The nominal GDP has reached to 1037987 crore taka. But the domestic savings has 
not been changed much with 19.26 percent. However, because of remittance the 
national savings has risen to 29.51 percent from 29.18 percent in FY 2012-134. 

Table 4.1: Per Capita GDP, GDP growth and Tax Revenue
Year Per Capita GDP GDP Growth Tax Revenue
 (Constant US$ 2000)  (%) (% of GDP)
2000 349 5.9 -
2001 361 5.2 7.5
2002 371 4.4 7.6
2003 384 5.2 8.0
2004 402 6.2 8.1
2005 421 5.9 8.2
2006 443 6.6 8.1
2007 467 6.4 8.0
2008 490 6.1 8.8
2009 513 5.7 8.5
2010 539 6.0 8.9
2011 568 6.7 9.9
2012 597 6.3 -

Source: World Development Indicator (WDI) Database-2013, World Bank 

4.3 Tax as a Percentage of GDP
In general the Revenue-GDP ratio, Tax-GDP ratio and the Non-Tax-GDP ratio all three 
showed an upward trend. But the rate of growth is slower. The Tax- GDP ratio is 
hovered around 10 percent for the past three years where as for Non-Tax-GDP ratio, it 
was around 2.5 percent. In FY 2012-13, tax-GDP ratio was 10.81 and Non-Tax-GDP 
ratio was 2.84 percent.  The Revenue-GDP ratio has steadily increased from 10.35 in 
FY 2002-03 to 13.85 in FY 2012-13. In the following graph the trend of the 
Revenue-GDP, Tax-GDP and Non-Tax-GDP ratios are depicted. Even though they are 
smaller the Tax-GDP ratio has an increasing trend which is the driving force for the 
increasing trend for Revenue-GDP ratios. On the contrary, the Non-Tax-GDP ratios 
was in the graph is fairly constant.

4.4 Direct vs. Indirect Tax
In table 4.3, the direct and indirect tax scenario is presented. In FY 2000-01 the 
indirect tax was about 65 percent of the total revenue. Gradually this percentage has 
declined to 57.57 percent in FY 2011-12 over the past 12 years. In case of direct tax in 
FY 2000-01 the direct tax was 15.74 percent of the total revenue. This has increased 
to 25.05 percent in FY 2011-12. The overall performance is getting better. 

Table 4.3: Direct vs. Indirect Tax7

Fiscal Year Total  Total  Total  Direct Tax (%of Indirect Tax (% of  
 Direct Tax Indirect tax Revenue Total Revenue)  Total Revenue)
2000-01 3649.33 15125.11 23180.44 15.74 65.25
2001-02 3936.34 16270.87 25900.21 15.20 62.82
2002-03 4465.44 19185.68 30874.92 14.46 62.14
2003-04 5001.15 21192.62 33943.77 14.73 62.43
2004-05 5827.47 24076.99 38868.46 14.99 61.94
2005-06 7422.72 26579.71 44131.43 16.82 60.23
2006-07 9050.05 28169.27 47912.32 18.89 58.79
2007-08 12188.22 35247.44 62004.66 19.66 56.85
2008-09 14274.21 38253.04 66302.25 21.53 57.69
2009-10 17428.34 44613.82 77954.16 22.36 57.23
2010-11 23419.57 55983.54 95874.11 24.43 58.39
2011-12 28735.83 66018.28 114693.00 25.05 57.57
2012-13* 22955.15 50262.24 139670.00 16.44 35.99

* up to March 2013

stood at Tk.79, 402.83 crore surpassing the targets of Tk. 75,600 crore. In FY 2010-11, 
the revenue collection was 95,188 crore and FY 2011-12 it was 117033 crore. This year, 
in FY 2012-2013, the total revenue increased to 139670 crore. In FY 2010-11 the total 
revenue-gdp ratio was 12.09 percent increased from 11.5 percent. The subsequent two 
year total revenue-GDP ratio is 12.79 percent and 13.85 percent respectively. Total 
revenue collection is following an upward trend over the years. The total revenue-GDP 
ratio is increasing but the rate of growth increase however is slower. In FY 2010-11 the 
Tax revenue was 79502 crore which has increased to 112, 259 crore in FY 2012-13. The 
Non-Tax revenue was 27,411 crore in FY 2012-2013. Tax to Non-Tax revenue ratio 
hovered around to a constant of about 4 over the years. The detail of revenue collection 
is given in Table 1 of annex-1. Figure 4.1 presents the revenue trend by volume. It can be 
seen in the graph that all the key variables have upward trend. This seems to be good in 
terms of revenue receipt. From FY 1999-2000 to FY 2007-2008 the Non-Tax revenue did 
not increased much. But after FY 2007-2008 the graph shows a slow increasing trend.

Figure 4.1: Revenue trend by volume5

Figure 4.2: Revenue-GDP, Tax-GDP, Non-Tax-GDP Ratios Trend6

Figure  4.4 : Item wise share of revenue collection for FY 2012-13 (Up to 
March, 2013)8 

Indirect tax
In FY 2010-11 the indirect tax has growth rate of 25.48%. Compared to some other 
years it is high. It is undestandable that the government want to increase its tax base. 
But increasing indirect tax base has a direct consequence to the poor. The lowest 
growth rate of indirect tax is about 6 percent in FY 2006-07. The growth rate of 
indirect tax by FY is given in the following table 4.4:                                             

Table 4.4: Indirect Tax growth rate

Fiscal Year Total Indirect Tax Growth (%)
2000-01 15125.11 22.53%
2001-02 16270.87 7.58%
2002-03 19185.68 17.91%
2003-04 21192.62 10.46%
2004-05 24076.99 13.61%
2005-06 26579.71 10.39%
2006-07 28169.27 5.98%
2007-08 35247.44 25.13%
2008-09 38253.04 8.53%
2009-10 44613.82 16.63%
2010-11 55983.54 25.48%

In table 4 and 5 of the annex-1, various compositions of indirect taxes are presented. 
In table 4, the import and export level indirect taxes are shown. Whereas in table 5, 
the local level indirect tax is shown. VAT exists both in import level and local level. 

In the following �igure 4.3 the trend for direct tax, indirect tax and total revenue by 
volume is given. The graph shows the general upward trend for all three cases. 
Indirect tax has a larger contribution to the total revenue.

Figure 4.3: Trend of Direct Tax, Indirect Tax and Total Revenue by Volume

4.5. Item wise composition of NBR revenue
In the following �igure 4.4 the item wise composition of NBR revenue for FY 2012-13 
is shown.  It can be seen from the pie chart that VAT has the highest proportion 
comprising 39 percent. Income Tax comes second as 31 percent. Other major 
portions are supplementary duty and import duty comprising 16 percent and 12 
percent respectively.

Direct Tax
Table 4 in the annex-1 gives a general item wise overview for the last 5 years for both 
direct and indirect tax. The income tax collection has gradually increased over the 
past few years. Up to March 2013 22,522.10 crore taka has been collected. It has been 
expected that it will surplus previous years amount of 28,261.87 crore taka. The 
other source of direct tax is much lower.
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Based on the 2010 HIES the upper poverty line is 31.5 percent for national whereas 
the lower poverty line is 17.6 percent. The range of poverty line is higher in the rural 
area with 35.2-21.1 compared to the urban area 21.3-7.7. The rural areas still need a 
lot of development and attention in this regard. A balanced budget is crucial for 
macro-economic stability. In FY 2012-13 a target for revenue receipt was set at Tk.1, 
39,670 crore. Against this target, tax revenue from NBR sources stood at Tk. 112,159 
crore while revenue receipts from non-NBR source and non-tax revenue receipts 
were Tk. 4,565 crore and Tk. 22,846 core respectively in FY 2012-13. In FY 2012-13 
the revised targeted expenditure is 1,89,326 crore. Of which the non-development 
budget is 1,10,705 crore and the development budget is 57,575 crore. The ADP in 
Bangladesh and its implementation is still very low. The budget de�icit in the current 
year is estimated to be 46,024 crore taka with revision now it is 43,937 crore taka 
which is about 4.4 percent of GDP. It is decided that 11,903 crore (1.1 percent of 
GDP) taka will be �inanced from the external source and 31,711 crore taka (3.1 
percent) will be �inanced from domestic sources.  

Now, if we compare Bangladesh's performance in terms of tax revenue as percentage 
of GDP, it is observed that is ranked as the lowest performing country among the 
SAARC countries in the year 2001. (7.60 %)  At that time, one ranked as the highest 
was India. Bangladesh has only managed to achieve 9.98% tax-GDP ratio in 2011. 
Economists often argue that the tax- GDP ratio should be 20% for sound management 
of public sector and economic development and Bangladesh is well far from that.

Table 4.2: Comparison of Tax as a percentage of revenue in South Asian Region Country

Year Bangladesh Bhutan India Maldives Nepal Pakistan Sri Lanka
2001 7.60 8.53 7.97 10.66 8.80 10.04 14.63
2002 7.70 9.25 8.55 10.30 8.56 10.31 13.56
2003 8.07 9.37 8.96 10.43 8.65 10.78 12.71
2004 8.11 7.68 9.41 11.96 8.97 10.28 13.47
2005 8.22 8.35 9.91 13.56 9.18 9.60 13.73
2006 8.17 9.03 11.03 14.21 8.78 9.43 14.58
2007 8.05 7.52 11.89 14.72 9.77 9.84 14.22
2008 8.82 8.42 10.75 13.90 10.44 9.86 13.28
2009 8.60 9.24 9.64 10.75 11.84 9.28 12.80
2010 9.00 - 10.09 10.73 13.40 10.02 12.93
2011 9.98 - 10.39 - 13.25 9.31 12.42

Source: World Development Indicator (WDI) Database-2013, World Bank

4.2 Tax and Total Revenue
Government revenue of Bangladesh is mainly consist of Tax and Non-Tax revenues of 
which Tax revenue consist of the major share accounting for more than 80 percent. 
Tax revenue mainly consists of direct and indirect taxes where as Non-Tax revenue 
consists of fees, charges, tolls etc. In FY 2009-10, the total revenue collection by NBR 

Present Scenario of Tax Structure and 
Tax System in Bangladesh
4.1 Introduction  
Bangladesh is a very small country in South Asian region having a large population of 
almost 160 million.  Bangladesh falls into low income category country according to 
the World Bank’s classi�ication of economic development. But it is widely discussed 
that Bangladesh would be able to improve its category into middle income by 2025 if 
it could properly utilize its economic capabilities. If we analyze the current economic 
condition of Bangladesh it is found that the growth rate of economy has slowed down 
in the context of negative world trade growth rate. Despite this Bangladesh was able 
to maintain a stable growth rate of around 6 percent for the past 3 years. The �irst half 
of the FY 2010-11 was under the impact of global recession. Although the global 
economy has recovered a bit, this had an adverse effect on all over the world. Despite 
this Bangladesh’s growth rate is estimated to be 6.03% in FY 2012-13.3 The in�lation 
rate from April, 2012 to April 2013 has gone down to 7.9 percent. Because of high 
growth of remittance Bangladesh’s foreign reserve has reached to 15 billion US dollar. 
The nominal GDP has reached to 1037987 crore taka. But the domestic savings has 
not been changed much with 19.26 percent. However, because of remittance the 
national savings has risen to 29.51 percent from 29.18 percent in FY 2012-134. 

Table 4.1: Per Capita GDP, GDP growth and Tax Revenue
Year Per Capita GDP GDP Growth Tax Revenue
 (Constant US$ 2000)  (%) (% of GDP)
2000 349 5.9 -
2001 361 5.2 7.5
2002 371 4.4 7.6
2003 384 5.2 8.0
2004 402 6.2 8.1
2005 421 5.9 8.2
2006 443 6.6 8.1
2007 467 6.4 8.0
2008 490 6.1 8.8
2009 513 5.7 8.5
2010 539 6.0 8.9
2011 568 6.7 9.9
2012 597 6.3 -

Source: World Development Indicator (WDI) Database-2013, World Bank 

4.3 Tax as a Percentage of GDP
In general the Revenue-GDP ratio, Tax-GDP ratio and the Non-Tax-GDP ratio all three 
showed an upward trend. But the rate of growth is slower. The Tax- GDP ratio is 
hovered around 10 percent for the past three years where as for Non-Tax-GDP ratio, it 
was around 2.5 percent. In FY 2012-13, tax-GDP ratio was 10.81 and Non-Tax-GDP 
ratio was 2.84 percent.  The Revenue-GDP ratio has steadily increased from 10.35 in 
FY 2002-03 to 13.85 in FY 2012-13. In the following graph the trend of the 
Revenue-GDP, Tax-GDP and Non-Tax-GDP ratios are depicted. Even though they are 
smaller the Tax-GDP ratio has an increasing trend which is the driving force for the 
increasing trend for Revenue-GDP ratios. On the contrary, the Non-Tax-GDP ratios 
was in the graph is fairly constant.

4.4 Direct vs. Indirect Tax
In table 4.3, the direct and indirect tax scenario is presented. In FY 2000-01 the 
indirect tax was about 65 percent of the total revenue. Gradually this percentage has 
declined to 57.57 percent in FY 2011-12 over the past 12 years. In case of direct tax in 
FY 2000-01 the direct tax was 15.74 percent of the total revenue. This has increased 
to 25.05 percent in FY 2011-12. The overall performance is getting better. 

Table 4.3: Direct vs. Indirect Tax7

Fiscal Year Total  Total  Total  Direct Tax (%of Indirect Tax (% of  
 Direct Tax Indirect tax Revenue Total Revenue)  Total Revenue)
2000-01 3649.33 15125.11 23180.44 15.74 65.25
2001-02 3936.34 16270.87 25900.21 15.20 62.82
2002-03 4465.44 19185.68 30874.92 14.46 62.14
2003-04 5001.15 21192.62 33943.77 14.73 62.43
2004-05 5827.47 24076.99 38868.46 14.99 61.94
2005-06 7422.72 26579.71 44131.43 16.82 60.23
2006-07 9050.05 28169.27 47912.32 18.89 58.79
2007-08 12188.22 35247.44 62004.66 19.66 56.85
2008-09 14274.21 38253.04 66302.25 21.53 57.69
2009-10 17428.34 44613.82 77954.16 22.36 57.23
2010-11 23419.57 55983.54 95874.11 24.43 58.39
2011-12 28735.83 66018.28 114693.00 25.05 57.57
2012-13* 22955.15 50262.24 139670.00 16.44 35.99

* up to March 2013

stood at Tk.79, 402.83 crore surpassing the targets of Tk. 75,600 crore. In FY 2010-11, 
the revenue collection was 95,188 crore and FY 2011-12 it was 117033 crore. This year, 
in FY 2012-2013, the total revenue increased to 139670 crore. In FY 2010-11 the total 
revenue-gdp ratio was 12.09 percent increased from 11.5 percent. The subsequent two 
year total revenue-GDP ratio is 12.79 percent and 13.85 percent respectively. Total 
revenue collection is following an upward trend over the years. The total revenue-GDP 
ratio is increasing but the rate of growth increase however is slower. In FY 2010-11 the 
Tax revenue was 79502 crore which has increased to 112, 259 crore in FY 2012-13. The 
Non-Tax revenue was 27,411 crore in FY 2012-2013. Tax to Non-Tax revenue ratio 
hovered around to a constant of about 4 over the years. The detail of revenue collection 
is given in Table 1 of annex-1. Figure 4.1 presents the revenue trend by volume. It can be 
seen in the graph that all the key variables have upward trend. This seems to be good in 
terms of revenue receipt. From FY 1999-2000 to FY 2007-2008 the Non-Tax revenue did 
not increased much. But after FY 2007-2008 the graph shows a slow increasing trend.

Figure 4.1: Revenue trend by volume5

Figure 4.2: Revenue-GDP, Tax-GDP, Non-Tax-GDP Ratios Trend6

Figure  4.4 : Item wise share of revenue collection for FY 2012-13 (Up to 
March, 2013)8 

Indirect tax
In FY 2010-11 the indirect tax has growth rate of 25.48%. Compared to some other 
years it is high. It is undestandable that the government want to increase its tax base. 
But increasing indirect tax base has a direct consequence to the poor. The lowest 
growth rate of indirect tax is about 6 percent in FY 2006-07. The growth rate of 
indirect tax by FY is given in the following table 4.4:                                             

Table 4.4: Indirect Tax growth rate

Fiscal Year Total Indirect Tax Growth (%)
2000-01 15125.11 22.53%
2001-02 16270.87 7.58%
2002-03 19185.68 17.91%
2003-04 21192.62 10.46%
2004-05 24076.99 13.61%
2005-06 26579.71 10.39%
2006-07 28169.27 5.98%
2007-08 35247.44 25.13%
2008-09 38253.04 8.53%
2009-10 44613.82 16.63%
2010-11 55983.54 25.48%

In table 4 and 5 of the annex-1, various compositions of indirect taxes are presented. 
In table 4, the import and export level indirect taxes are shown. Whereas in table 5, 
the local level indirect tax is shown. VAT exists both in import level and local level. 

8 Source: National Board of Revenue (NBR) .

In the following �igure 4.3 the trend for direct tax, indirect tax and total revenue by 
volume is given. The graph shows the general upward trend for all three cases. 
Indirect tax has a larger contribution to the total revenue.

Figure 4.3: Trend of Direct Tax, Indirect Tax and Total Revenue by Volume

4.5. Item wise composition of NBR revenue
In the following �igure 4.4 the item wise composition of NBR revenue for FY 2012-13 
is shown.  It can be seen from the pie chart that VAT has the highest proportion 
comprising 39 percent. Income Tax comes second as 31 percent. Other major 
portions are supplementary duty and import duty comprising 16 percent and 12 
percent respectively.

Direct Tax
Table 4 in the annex-1 gives a general item wise overview for the last 5 years for both 
direct and indirect tax. The income tax collection has gradually increased over the 
past few years. Up to March 2013 22,522.10 crore taka has been collected. It has been 
expected that it will surplus previous years amount of 28,261.87 crore taka. The 
other source of direct tax is much lower.
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9 Source: NBR annual report FY2010-2011
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Tax Gap Analysis in Bangladesh
5.1 Tax Gap in Bangladesh
There are three components to measure a tax gap. They are: a) Non�iling (failure to �ile 
a tax return) b) Underreporting (understating income, overstating deductions) and 
lastly c) Underpayment (failure to fully pay reported taxes owned). Usually, Non-�iling 
and Underreporting are unobserved. The tax collection agencies do routine audits on 
a random sample to get an estimate of this type of tax evasion. The Underpayment is 
observed data. Thus tax evasion can be categorized as understatement- concealment 
by the tax payers of the income and the tax due on it or simply of the taxable object, or 
ii) failure to pay a tax voluntary and on time. Besides tax evasion there is also tax 
avoidance. Tax avoidance is the use of shortcomings in the existing �iscal laws to evade 
taxes unintended by the legislators. (Mondal, M and Roy M , 2010) . Once these hidden 
income are measured and a tax base is established, a tax gap in principle can be 
calculated. Since, basically tax gap means the difference between the tax that taxpayers 
should pay and what they actually pay on a timely basis. 

The highest amount of tax-gap is seen in the FY 2006-07. It is more than 10 percent 
which is a huge amount of around 3835 crore. Not only this tax gap is huge amount, 
but also the time value of money is quite high here. It seems it took 6-10 years to 
collect this amount of tax back. But recently in the FY 2009-10 and FY2010-11, the 
government was able to get back some amount of tax. The general trend is that out of 
the past 12 years eight of the years we had negative tax gap.

Table 5. 1: Tax Gap by volume over time (Crores of Taka)9  
Fiscal Year target Collection gap percentage 
2000-01 18000 18774.44 774.44 4.12
2001-02 20730 20207.21 -522.79 -2.59
2002-03 23750 23651.12 -98.88 -0.42
2003-04 27750 26193.77 -1556.23 -5.94
2004-05 32190 29904.46 -2285.54 -7.64
2005-06 35652 34002.43 -1649.57 -4.85
2006-07 41055 37219.32 -3835.68 -10.31
2007-08 43850 47435.66 3585.66 7.56
2008-09 54500 52527.25 -1972.75 -3.76
2009-10 61000 62042.16 1042.16 1.68
2010-11 72590 79403.11 6813.11 8.58

10 Source: NBR annual report FY2010-2011

In table 5.2 the tax-gap for underpayment for FY 2010-11 by source are shown. In the 
table we see that the income tax evasion for tax underpayment is 5035.63 crore, 
where only 821.59 crore only has been collected by the government. The gap in 
underpayment is a hooping 5.31 percent of the total tax revenue.. At import level the 
gap is 3.07 percent and in local level it is 10.21 percent. The main source of this tax 
gap is mainly VAT evasion.. This is almost 15.52 percent of the collected amount of tax 
in FY 2010-11. Thus, tax-gap is a serious issue in Bangladesh tax system.

Table 5. 2: Tax Gap for underpayment by source in FY 2010-11 (Crore of Taka)10

Sector Underpayment Collection gap Gap %
a)Direct tax
Income tax 5035.63 821.59 -4214.04 -5.31
Other 0 0 0 0
Total 5035.63 821.59 -4214.04 -5.31
b) Indirect tax
Import & Export 2471.69 34.27 -2437.42 -3.07
Local 6170.29 498.53 -5671.76 -7.14
Total 8641.98 532.8 -8109.18 -10.21
Grand Total 13677.61 1354.39 -12323.2 -15.52

5.2 Reasons of Tax Gap
The tax-gap can occur as discussed earlier through underpayment willingly or 
unwillingly and through non-�iling and underreporting by tax evasion and avoidance. 
According to the literature review of the followings are the main reasons for tax 
evasion, avoidance and underpayment:
 1.   Low tax morale
 2.   Weak enforcement of tax laws
 3.   Weak capacities in detecting and prosecuting inappropriate tax practices.
 4.   Low quality of services in �iling tax return
 5.   Lack of transparency and accountability in public institutions
 6.   High compliance costs
 7.   Complex tax laws



Findings from the Baseline Survey 
This baseline survey has been divided into two parts i.e quantitative and qualitative 
survey to gather data on different issues related to tax in Bangladesh. In the 
quantitative survey data has been collected from general individuals. On the other 
hand, information on various issues about tax and tax system has been collected 
through qualitative survey instruments like FGD, KII and In-Depth interview in 
qualitative part of the study. In this case, data and information has been collected 
from tax payers, tax receivers, policy makers, members of civil societies, experts on 
tax research. In total, 757 respondents have constructed the �inal sample of this base 
line survey. The breakdown of the sample population according to different category 
has been given in table 6.1

Table 6.1: Final Sample at a glance
Respondent Category Sample Size
Semi Structured Interviewees 461
Focus Group Discussion Participants 274
Key Informant Interviewees 18
In-depth Interviewees 4
Total 757

6.1.1 Analysis of Findings from the Quantitative Survey  
Socio-economic pro�ile of the respondents
This section provides information on the social, economic and demographic 
characteristics of the respondents included in the base line survey-2013 of the tax 
justice project. Data about respondents’ location, gender, age, education, occupation 
and income level is presented in this section. This information is intended to assist in 
the assessment of the representativeness of the survey. 

Residence, Gender and Age 
The most important demographic variables are residence, age and gender which are 
the primary basis of demographic classi�ication in vital statistics, censuses and 
surveys. The distribution of the respondent population of this survey according to 
their location is presented in �igure 6.1. It is found that 76.1% of the total 461 sample 
population lives in urban area whereas 23.9% people live in rural area. Most of the 
respondents in all districts are from urban areas except Shariatpur. Table-1 in 
annex-2 provides detail information about respondents’ location.
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Results of this survey reveals that 76.1% of the respondents are male and 23.9% are 
female. Figure-6.2 portrays the distribution of sample individuals of this survey.  
Analysis of the survey result depicts that the percentage of female respondents is the 
highest in Rangamati whereas male respondents are the highest in Habiganj. 

Data on age of the sample population has been collected by creating �ive age groups 
in this survey which is presented in the �igure-6.3 (See table-3 in annex-2 for district 
wise age information). It is found that 37.7% of the total sample people are in the age 
group of 29-39 years. Only 2.2% respondents fall in the category of above 65 years. 
On an average about 60% of the total respondents is young in this survey which is 
almost similar to the national average.

Education 
Educational attainment has been categorized by seven different levels of education : 
No formal schooling, Less than primary school , Primary school completed, 
Secondary school completed , Higher secondary school completed , Graduate degree 
completed and Post graduate degree completed. Analysis of the survey results 
demonstrates that the overall picture of the educational attainment of the 
respondents is not satisfactory. For example, about 10% of the individuals surveyed 
in this study have no formal education. In addition to this, the percentage of 
individuals who have not completed primary education is almost 9%. It is found that 
(�igure 6.4) the percentage of respondents completing higher secondary education is 
about 19.Moreover, 15% and 11.3% of the total people surveyed have completed 
graduation and post graduation degree respectively. District wise educational status 
is available in table-4 of annex-2.
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Figure 6.1: Distribution of Respondents by Residence (%)
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Figure 6.2: Distribution of Respondents by Gender (%)
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Figure 6.3: Distribution of Respondents by Age Group (%)
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Figure 6.4: Distribution of Respondents in terms of Educational Status (%) 
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Occupation
Twelve categories of occupation have been used to the employment scenario of the 
respondents in this survey. Figure-6.5 summarizes information regarding occupational 
status of the individuals surveyed.  Survey data postulates that 23.6 % of the 
respondents belong to the category of non-governmental employee. On the other hand 
5.2 % of the respondents are government employee. Small and large businesses 
together create the largest category of occupation for the respondents in this study. 
About 9% of the total survey people are daily laborer. See table-5 in annex-2 for the 
detail information about employment situation of the sample population to this survey.   

Income
The survey has gathered information on individual income by creating income group 
according to the current eligible income tax brackets in Bangladesh. Individuals earning 
less than TK. 2,20,000 per year are exempted from paying income tax. Since the study is 
about tax system analysis, per month income cluster are created in line with income tax 
brackets in Bangladesh. However, �irst two categories represent extreme poor and poor 
individuals in this study. Figure-6.6 presents the percentage distribution of the 
respondents in terms of their monthly income level. For example, 16.1% of the 
individuals report that their monthly income is less than TK. 3,000. Again, 26.5% of the 
total respondents fall in the income group of TK. 10,001- 18,000. According the results 
of this base line survey, only about 12% of the respondents are eligible for paying 
income tax at different rates according to their income level. Information about district 
wise income data of this study are detailed in table-6 of annex-2. 

To conclude this section on socio-economic and demographic characteristics of the 
sample population of quantitative survey, we can say that about survey population 
mainly comes from urban areas of 6 different districts of Bangladesh. About 77.5 % of 
the respondents are male and about 62% of the respondents are on the age in 
between 29-50.  About 20% of the individuals surveyed in this study fall in the 
education status of no formal education and incomplete primary education. Different 
types of business (small, medium and large) are the main occupation the sample 
people (38%). Finally, more than half of the population belongs to low-middle and 
middle income category of the income distribution.

6.1.2   General Understanding of Tax  
The section presents key results of the baseline survey about general knowledge and 
perception about tax. The respondents are asked several questions such as whether 
they heard the word tax before or not, paying value added tax while purchasing goods 
and services, about VAT chalan, about tax rate, bene�its of paying tax etc. Hence, the 
analysis from this section gives us a comprehensive understanding of the people’s 
familiarity about different issues of tax.    
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Figure 6.5: Distribution of Respondents according to
Occupation(%)
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Respondent knowledge about tax: 

In this survey, all the respondents answer the question of whether having heard of tax 
before or not. It is obvious from the �igure-6.7 that 87% of the respondents know 
about the word tax. About 13% of the total individuals covered in this survey are 
unfamiliar with the word tax. It means that 402 individuals out of the total 461 
respondents are more or less familiar with the word tax.  It is revealed from the 
analysis that Shariatpur is the district with the lowest (about 64%) proportion of 
respondents knowing about tax (see table-7 in the annex-2). Since about 64 
percentage of the the respondents in this district are from rural area, this �inding is 
not unusual.  Figure 6.8 depicts the location of residence of respondents having heard 
of tax before. It is found that 82% of them live in urban area. Table-8 in the annex 
presents respondents’ distribution of occupation with the knowledge of tax and the 
results indicate that about 25 % of them are the non-government employees.  

Respondent knowledge about VAT 
In order to know the peoples’ knowledge about value added tax (VAT), respondents 
are asked the question of whether having or not having the knowledge of paying VAT 
while purchasing some common goods and services. Figure-6.9 presents 
respondents awareness about paying VAT. 

It is found that 85.6% of the respondents know that they pay VAT to the government 
when they buy goods and service. In other words, out of 402 respondents familiar 
with tax, 344 respondents are aware of paying vat at the time shopping necessary 
goods and services. It means that about 86 % of the respondents know that they pay 
VAT. Barisal has the highest proportion (97.5%) of people who are aware of paying 
VAT at the time of buying goods and services while the percentage (63.9) is the lowest 
in case of Shariatpur. So, this result is again con�irms that respondents from rural area 
are less knowledgeable about tax and VAT.

Awareness about VAT Chalan
If any consumer buys goods and services, he or she should receive a VAT chalan 
(receipt) from the seller. To know about this fact, respondents are asked about 
whether or not they receive VAT chalan. The estimate (see �igure-6.10) from the 
survey reveals that only 14.05% of the surveyed people are aware of VAT chalan. 
District wise analysis shows that only 3.3 % respondents from Kushtia know this 
issue of tax while 33.1 % respondents from Habiganj are aware taking of VAT chalan.
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Figure 6.7: Respondents having heard of Tax before

13%

87%
Have hearde of Tax

Figure 6.8: Residence of the repondents who
heard of Tax before 

82%
Urban

Rural

18%

Figure 6.9: Respondents aware of paying VAT (%)

All Shariatpur Rajshahi Habiganj Rangamati Kushtia Barisal

85.3

63.9

80.0

92.4 88.9
97.5

79.5



Perception about getting bene�it paying tax 
This survey seeks to know about peoples’ perception about bene�it of paying taxes to the 
government. Respondents of this study are asked whether they getting bene�it or not 
from paying different taxes to the state. Figure-6.11 depicts that on average 61. 7% of the 
total respondents think that receive bene�it from the government by paying taxes. 

Reasons for paying tax  
This survey also collects information about reasons for paying taxes by general 
people. The question asked to get this data is: Why do you think that you should pay 
tax? The summary of �indings is depicted in �igure-6.12. Analysis of the study results 
presents that civic responsibility and contributing to the betterment of the country 

are the two motivating factors to pay taxes. For instance, 37% of the surveyed people 
aware of tax reply that they pay tax for civic responsibility. On the other hand, about 
19% of the respondents pay taxes for the development of the local community while 
4% of the sample respondents pay taxes to be respectful to the law.

Perception about proper deposition of tax in the state treasury 
Data on respondents’ opinion about proper deposition of tax in the state treasury has 
also been collected in this survey. Figure -6.13 portrays �indings on this issue of tax. 
On average, 56.2 % of total respondent think that tax paid by them is properly depos-
ited in the state treasury.  A majority of the respondents from Kushtia (72.6%) believe 
that their tax payment reach the government treasury.
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Knowledge about tax collection procedure 
It is important for the citizens to know about tax collection procedure. So, this study 
also collects information on their perception about tax collection process. Findings 
about respondents’ knowledge about tax collection procedure are presented in 
�igure-6.14. On an average, 42.5% of the individuals having familiarity with tax know 
about the tax collection process. Information about tax collection is the least 
prevailing among the respondents of Barishal. 

Opinion about current income tax and VAT rate
In this study, respondents are asked to express their opinion about current income 
tax rate and current VAT rate in a four point scale. The �indings are presented in 
�igure-6.15 and �igure-6.16 respectively. 26% and 43 % individuals consider current 
income tax rate too high and high respectively. 22% of the survey people think that 
this rate is fair while 9% regard it as low. Opinion regarding current VAT rate almost 
similar as income tax rate. 

6.1.3 Tax System Assessment 
Tax identi�ication number (TIN) is one of the most important indicators of 
Bangladesh tax system. According to data presented in �igure-6.17, on average 25% of 
the sample respondents have idea about TIN. The proportion of individuals with the 
idea about TIN is above average for Habiganj and Rajshahi districts. Rangamati has 
the lowest individuals with TIN in this study.

Respondents are also asked whether they have TIN or not. We must keep in mind that 
having TIN does not necessarily indicate that respondent is currently paying income 
tax. It is found that 10% of the total respondents have TIN (�igure-6.18) in this survey. 
The highest percentage (21.9%) of individuals with TIN is found in Habiganj. Analysis 
is also done to know about the sharing of respondents with TIN according to their 
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employment. The �inds from this view point is depicted in �igure-6.19 which shows 
that 33.3% medium businessmen have TIN while this proportion is 16.7% in case of 
non-government employee.

Similar analysis is done according to income level of the survey population. 
Figure-6.20 shows that 71.4 % of the individuals with TIN are in the income group of 
TK. 18001-43000. It means that most of the respondents eligible for paying income 
tax have TIN. 

This survey gathered opinion of the general people about tax system. Respondents are 
asked to give their view on different aspects of tax system such as payment method, tax 
registration process etc. Figure-6.21 summarizes �indings of respondents’ opinion 
about four important statements on tax system. 78 % of the tax payers express their 
disagreement on the statement that tax payment is friendly.  About 46% of the 
respondents with TIN strongly oppose the statement of simple tax registration 
procedure. When people are asked to comment on the assessment of income tax, about 
74% strongly agree that income tax is imposed according their own capacity.
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Introduction of the e-TIN system is one of the important aspects of modernizing tax 
administration in Bangladesh. This procedure is very convenient to get TIN without 
any hassle and wastage of time. This is why people with the knowledge of TIN are 
asked about internet based TIN in this survey. Figure-6.22 shoes that about 57% of 
respondents with the idea of TIN also aware e-TIN system in Bangladesh.

6.1.4: Perception about Direct Tax
This survey also collects opinion about direct tax from the sample individuals. Direct 
tax payers are asked to reveal their view about different aspects. For example, 17% of 
the respondents strongly support the statement that the tax system is easy to 
understand (�igure-6.23). Again 87% of the individuals paying direct taxes strongly 
agree that everyone should comply with the tax rules. People give mix of opinion 
about bribing tax of�icials even paying the right amount of tax. For instance, about 24 
% strongly take position with this statement. 87 % of the respondents strongly 
believe everyone should pay the right amount of tax. 76.1% of the tax payers fully 
support the statement that I have no outstanding debt with tax authority.  In �ine, we 
can say that most taxpayers feel that they should pay correct amount of tax and 
comply with tax while. Moreover, most of them have the view that tax system is 
dif�icult to understand
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6.1.5: Attitude of the Tax Payers towards Tax
One of the objectives of this survey is to collect information about taxpayer’s attitude. 
Respondents tax payers are asked to express their opinion over some statements 
related to paying taxes. For example, 44% of the respondents (Figure-6.24) strongly 
disagree with the statement that paying tax is a material loss while only 17% of the 
tax payers take strong position on this statement.  In total about half (50%) of the 
respondents agree that paying tax is a material loss for them. The percentage of 
respondents remain neutral in this issue is about only 2. Complicacy in the tax 
payment system sometimes discourages people to pay tax. Respondents in the 
sample districts are also asked to share their view on this matter. It is observed from 
�igure-6.25 that 63% of the individuals strongly agree with the statement of 
discouragement in paying tax due complexity in the tax system.

Figure 6.23: Tax Payers' Opinion about Direct Tax (%)  
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The percentage of the respondents who oppose this matter is quite low (17 %). This 
gives an important indication that tax system should be made simple to encourage 
people to pay taxes. 

6.1.6: Tax Justice and Equity 

Opinion about identical VAT rate 
The survey seeks to collect respondent’s opinion about current VAT rate. The �indings 
are presented in �igure-6.26.  In this study it found that 51% the respondents believe 
that VAT rate should not be identical for everyone as there is income difference 

among people. For example, 32% of the respondents strongly oppose the system of 
same VAT rate for all people despite income difference. Moreover, 19 % oppose in 
imposing same VAT rate for all people. 

Opinion about increasing VAT on luxury goods
Respondents’ opinion about raising VAT on luxury goods by the government is also 
collected in this study. Analysis of their opinion is presented in �igure-6.27. The 
�indings suggest that 63% of the respondents are in favor raising VAT on luxury 
goods. On the other hand only 13% in total are strongly disagree against increment of 
VAT on luxury goods. 
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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Perception on fair taxation and inconsistency of the tax rules
Respondents also expressed their opinion on fair taxation. They are asked to provide 
their view on the statement that paying tax is not justi�ied as everyone does not pay 
tax. About 50 % of the respondents strongly oppose the statement while 22% stand 
against this statement. The �indings are presented in �igure-6.28. Findings on the 
opinion about inconsistency in the application of the tax rules are depicted in 
�igure-6.29. It is found that 52% are strongly agreed with this view. 

6.2 Analysis of Findings from the Qualitative Survey  
The objective of the qualitative Survey is to explore the people’s views, 
understandings and efforts on Tax, Tax system and Tax Justice in Bangladesh to 
make a pro-poor tax policy.  This section presents the �indings of qualitative study 
based on focus group discussions (FGDs), key informant interviews (KIIs) and in 
depth interviews.

6.2.1 Analysis of FGD Findings:  

Understanding of tax, taxpayer’s role and tax justice are an important area for tax 
payer’s to make a fair and justi�ied tax system. This is especially true for a developing 
country like Bangladesh, where Tax-GDP ratio is very low. Furthermore, the 
prevalence of indirect tax compared to direct tax gives a poor picture of Bangladesh’s 
tax system. For this reason, it is vitally important to explore taxpayer’s belief, 
understanding and various aspects of tax system to contribute a better tax system. 

In this part of the study, efforts have been made to capture the  views and 
perceptions of marginal and poor people about tax system through focus group 
discussions of in six sample districts. A focus group discussion elicits participants 
reaction on stated objective on varieties of topics of interests related to the 
objective. In contrast to one to one interview, focus group interviews can explore 
differences in opinions as well as de�ining consensus and capitalize on group 
interaction to uncover hidden attitudes. However, it is important to know that, the 
reaction could be biased subject to participant’s knowledge and experiences on the 
subject matter. To extract information from the poor and thus to ful�ill our 
objectives, 6 focus groups have been de�ined: 1) Marginal Farmer 2) Small 
entrepreneur 3) Rural Women 4) Rural Youth 5) Rickshaw Puller and lastly 6) Day 
Laborer.  A total 35 FGD’s (6 in each district except Rangamati where the Rickshaw 
puller group is not available thus 5 FGD is conducted in that district) has been 
conducted with a total of 274 participants. After an introduction of the stated 
objective, participants are stimulated with discussions on topic related to their tax 
understandings, tax awareness and attitude, tax justice and their recommendation.

Participants, demographics and methods 

Thirty �ive FGD’s has been conducted in six districts in Bangladesh. The districts 
are chosen randomly. In each districts six FGD’s are conducted with 6 well de�ined 
target group has been interviewed (In Rangamati where the Rickshaw puller 
group is not available, 5 FGDs were conducted). Thus our respondent target 
groups are 1) Marginal Farmer 2) Small Entrepreneur 3) Rural Women 4) Rural 
Youth 5) Rickshaw Puller and lastly 6) Day Laborer.  A total of 274 participants 
participated in these thirty �ive FGD’s. The average numbers of participants was 
about 8 participants.  The distribution of FGD participants in the 6 districts are 
presented in the following table:
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.

22%

15%

6%
7%

50%

Figure 6.28: Opinion about Fair Taxation  

Strongly agree
Agree
Neutral
Disagree
Strongly disagree

52%

5%

2%
15%

15%

Figure 6.29: Inconsistency in the application  of Tax Rules 

Strongly agree
Agree
Neutral
Disagree
Strongly disagree



Table 6.2
 Marginal Small Rural Rural Rickshaw Day Total
 Farmer Entrepreneur Women Youth Puller Laborer (District
       wise) 
Barisal 9 10 8 8 8 10 53
Habiganj 8 7 8 8 7 7 45
Kushtia 8 8 8 9 9 8 50
Rajshahi 7 8 7 7 7 6 42
Rangamati 8 7 7 8 NA 6 36
Shariatpur 8 8 8 8 8 8 48
Total  48 48 46 48 39 45 274
(Group Wise)

Key �indings:
The key objectives of conducting FGDs with six selected categories of people are:  
 1. To identify the pro-poor views on taxation in Bangladesh.
 2. To know their opinion about paying VAT.

In order to achieve the objectives, the FGDs are focused on the following key areas: 
i) Tax awareness ii) Tax justice iii) Recommendations. The �indings of the 6 FGD 
groups on these three key areas are discussed below:

Marginal Farmer
50% of the Habiganj respondent stated that they had heard about tax. In case of 
Kushtia it is 75%, Rajshahi, 42% and Shariatpur 38%. But the idea and mechanism 
of tax is at best vague to them. The respondents of this group from Rangamati do 
not know about the VAT and they do not understand what VAT is. Those who 
claimed to know about the VAT and tax were able to identify the pros and cons of 
taxation in some cases like hospital and education services and fertilizer and seed 
subsidies. But they claimed that they are not getting these services appropriately. 
Most of the cases they were able to explain taxes through their practical 
experiences about taxes that is the tax they give like land tax or union tax. They 
also able to identify cell phone bills, irrigation machine oil, soap, utilities etc. as 
products that they gave VAT. But they have misconception about subsidies and 
taxes on agricultural subsidized products.  Even though they understand tax/vat 
through practical experiences, the overall tax awareness mechanism is low in our 
opinion. Government or private institution or NGO training and awareness 
programs will greatly enhance their understanding of taxation. 

About tax justice they all agreed that those who earn more should give more tax. In 
other words they argued for progressive taxation.  All the respondents opined that 
paying VAT at the same rate regardless of their wealth status and income level us 
not justi�ied. It is previously argued in our study that in Bangladesh most of the tax 
revenue comes from the indirect taxation source. Thus, it is recommended that the 
government should try to increase the direct tax revenue rather than depending on 
indirect tax revenue for resource mobilization. 95% of the farmers also claimed 

that even though they are paying taxes it seems to them the rich or wealthy of the 
society have the ability to access the government bene�its and services (like health 
and education) more than the poor. Even though they are paying equally in terms 
of VAT revenue but the access to these services are not equal.

Small Entrepreneur 
100% of the Shariatpur small businessman FGD participants claimed that they are 
aware of taxation. In case of Kushtia and Rangamati it is 75% and 86% 
respectively. The Small entrepreneurs are better aware in taxation than marginal 
farmers probably because of VAT. The small businessmen groups were also able to 
identify various type of taxation much more detailed than any other group. Besides 
land tax, union tax they also able to identify more products that they give VAT and 
the understanding of taxation is much clearer. They also clearly stated why they 
give taxes and what bene�its they expect from government. Particularly they 
expect more stable law and order. They stated that because of local extortions their 
business is hampered.  They also argued that the wealthy should pay more taxes 
than the poor. Pro-poor tax is the way that government should follow. Regarding 
VAT, they told that government should not impose VAT on necessary goods rather 
collect VAT from luxurious goods. It should be noted that this group is particularly 
more educated than other groups.

Rural Women 
The rural women are not poorly informed about taxation. Only 32% of the 
participants in Rajshahi informed that they know about tax. In case of Habiganj 
and Rangamati it is only 29% and 14% respectively. The idea of taxation is vague 
to them because most of them know taxation through practical experiences or 
through their husbands who actually pay taxes. They have less idea about VAT. But 
after explaining what VAT is their reaction is the prices of the goods are high. If the 
VAT rate is reduced, their families would have been bene�ited. They argued that 
they do not get any bene�its from the government. They also argued about 
progressive taxation.

Rural Youth
88% of participants of Habiganj, 67% of kushtia participants of and 57% of 
participants of Rajshashahi stated that they know about taxation. In Rangamati, 
100% of the participants claimed that they are aware of some form of taxation 
but 50% of the participants were not aware of VAT.  After the discussion about 
VAT,   the participants of Rangamati stated that in case of VAT on cell phone calls, 
it is hard to identify who is wealthy and who is poor. 90% of the rural youth 
stated that they are not getting appropriate bene�its after paying their taxes. 
They accused about severe corruption of in tax system and said that the rich are 
tax evading and not paying appropriate taxes. Thus for this poor has to pay more 
of taxes. They asked for the reduction of rice price, better education services and 
equal rights in exchange of their taxes.
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.



Rickshaw Puller 
100% of Shariatpur’s Rickshaw puller has heard about tax. In case of Kushtia and  
Rajshahi, it is 44% and 83%  respectively. They have known about the tax when 
they pay licensing fees on Rickshaw or when the passenger of his rickshaw talks 
about them. The idea of VAT is vague to everyone in all the FGD’s. Only one person 
in Rajshahi was able to identify about cell phone VAT before discussing about the 
VAT. When the moderator explained about what VAT is, the respondents from 
Rajshahi stated that it is not justi�ied.  About government bene�its, the group 
accused that most of those bene�its are consumed by the wealthy.

Day Laborer
Day laborer groups are the one who are aware of the tax the lowest among all the 
groups. In Habiganj and Kushtia only 14% of the participants knew about tax. In 
Rajshahi and Rangamati it is 16%. In Shariatpur 38% of the participants knew 
about tax. Those who knew about tax had a vague idea but understood the function 
of taxes. But most of the cases, they didn’t know why they are paying taxes or what 
bene�its they are getting in return of paying VAT. Paying VAT is one kind of injustice 
to them when day laborers understand about VAT in case FGD in Rajshahi. They 
argued that rich should pay more taxes.

Recommendations
The following are the notable recommendations that the FGD participants made 
about our tax system:
1. Reduce or eliminate VAT on necessary goods like rice, �ish, edible oil, meat etc 

which they regularly use and retain or increase VAT on luxury goods like TV, 
fridge, motorbike etc.

2. Reduce land and union tax and make the collection process easy.
3. Provide access to free health and education services for the poor with tax 

payers’ money.
4. Ensure legal implications to those who evade taxes.   
5. Raise awareness about tax/VAT system among the poor and general people. 

Specially, introduce information about taxes on text books in school level 
education. Awareness could be also raised through TV or print media. 

6. Ensure that the wealthy pays more taxes than the poor.
7. Voice of the marginal people should be taken into account while formulating 

tax polices and laws.
8. Eliminate corruption in tax system.
9. Hire honest and capable tax/vat collection of�icers.

6.2.2 Findings from Key Informant Interviews: 
Our key informant interviews are comprised of three categories of people. All 
three categories of people have been interviewed in the six districts where the 
baseline survey took place. The categories include Assistant Commissioner of 
taxes, Union tax of�icials and tax lawyers. 

Category I: Deputy/ Assistant Commissioners of Taxation 
90% of the Assistant Commissioners of taxes think that the tax system is not 
friendly to poor. There is scope of discrimination in the system. 25 % of them think 
that taxation in Bangladesh is favorable to poor as there is some sort of 
progressivity, mainly in income tax.   While asking about increasing awareness of 
mass people by themselves, the tasks that they have been performing include 
advertisement through miking, television, and making poster, meeting, discussion, 
and even door to door visits in some case. Most of the respondents think that the 
government cannot solely increase the awareness about tax up to desired level, 
while some think that it is possible. Both parties appreciate the involvement of 
NGOs to increase the awareness among people about tax. The recommendations of 
increasing the tax efforts include i) To have a separate tax help desk in every tax 
circle/zone  ii) change of tax laws to overcome it de�iciency, iii) recruitment of 
skilled tax of�icials,  iv) proper training of tax of�icials,  v) modernization of tax 
system and reduction dif�iculties of tax declaration, vi) e-commerce facility of tax 
declaration and payment, vii) change of tax of�icial's attitude towards general 
people in a positive way, and viii) strong auditing.

Category II: Upazila and Union tax of�icials
The key informants in the second category were Upazila and Union tax of�icials. 
They have been asked about their duties, capacity, and their views to increase tax 
effort and tax awareness. Further, they gave their opinion about tax avoidance and 
pro-people tax system.

The tax of�icials in the Union level usually collect land tax, entertainment tax, and 
license and permit fees etc.  95% of tax of�ices in the Union do not have optimal 
level of capacity to operate. According to tax of�icials, people usually avoid tax by 
not showing proper income, property, and pro�it. On the other hand, collusion with 
corrupt tax of�icials, lack of skilled workers in the tax of�ice, absence of auditing 
make the tax collection process more harder. The tax avoidance will remain unless 
the tax system is fully automated in some of�icial's opinion.

76% of the tax of�icials think that the tax system is not favorable to poor. It should 
be modi�ied but should not be exempted entirely. Some even argued zero tax for 
poor people. On the other hand, some recommend to include informal sector such 
as small enterprise, agriculture etc as sources of tax at low rate.

Category III: Tax lawyers or advocates
The third category of the key informants in the study was tax lawyers or advocates. 
They have asked to assess the complexity of the tax system in Bangladesh, the 
problems people usually face while declaring income or paying tax, their role with 
the tax authority, and suggestions to make the taxation procedure easier for the 
poor and less educated people.

When asked about overall tax system of Bangladesh, 100% of the tax lawyers were 
agreed into one point that the tax system in Bangladesh is complex, and mostly 
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.

hardly understandable. The weak performance of our tax system due to both tax 
payers and tax administration. The tax administration is weak, and it lacks skilled 
persons. Some identi�ied that tax avoidance take place due to having loopholes of 
rules and regulation in our tax system. Many tax of�icials are not co-operative, and 
people are harassed during tax processing. Many tax of�icials are corrupted which 
results in inef�iciency of the tax system. From the taxpayers' side, many people are 
not well aware of paying tax. Though having awareness, they are not willing to pay 
because of the dif�iculties of income declaration and tax payment. The problems 
that people face during tax declaration include dif�iculty, unawareness, non 
co-operative attitude towards tax payers, bribing tax of�icials, lengthiness, 
harassment during submitting required documents and after auditing. It is even 
identi�ied that incident like kidnapping can take place due to revealing income in 
publicly crowded event i.e. tax fair.

The interviewed tax lawyers said that they helped their clients by instructing to �ill the 
tax declaration form properly, and they believed that both clients and tax authority 
have win-win situation. But according to them, most tax of�icials are not friendly. 
According to these informants tax authority does not consider the socio-economic 
situations of the taxpayers. By increasing awareness, being co-operative, replacing 
unskilled and dishonest tax of�icials can be ways of making tax system friendly for poor 
and less educated people according to this group of informants.

6.2.3 Findings from In-Depth Interview
The in-depth interviewers consist of policy makers, tax researchers and higher 
rank tax of�icials in our study. The total number of persons interviewed in this case 
is 4. They have been asked about tax avoidance, black money whitening, tax 
governance and administration, role of �inancial institutions in taxation process, 
tax gap and pro-poor taxation of Bangladesh in detail. The �indings from 4 in-depth 
interviews are discussed below:

Tax Gap
There is no doubt that tax gap in Bangladesh is one of the concern of our tax 
system. One of the experts believes that tax-GDP ratio should be at least 20%, 
whereas Bangladesh has this ratio around 11%. The GDP growth is not matched by 
the growth of tax revenue. The problem lies on the failure to collect direct tax 
properly, especially income tax. In suggestions, experts urge implement the law 
properly. Most importantly we need the automation tax system to improve the 
situation. Besides, we need an integrated automation system so that a person's 
bank transaction, property buying and selling, and other relevant things can be 
known from tax identi�ication number to realize a person's proper tax liability.

One of the experts �irmly believes that banks can play a role to improve the tax 
performance. Banks should ask about the source of the money while depositing. Some 
experts think that transparency of banks does not have much role to play in this case. 
These institutions can only help tax authority by providing proper bank statement. In 
case of micro�inance institutions experts suggest that if these institutions are 

non-pro�itable then these are not subject to tax. But authority can monitor the 
commercial activities of these institutions, and tax should be collected in this regard.

Tax Avoidance and Evasion 
According to one of the experts, the reasons of tax avoidance can be divided into 
three categories: complexity of tax system, attitude of both taxpayers and tax 
collectors, and distance between taxpayers and tax of�icials. The rules and 
regulations are not up to date. Tax payers are willing to pay the minimum or 
nothing at all, as they know that in case of paying more tax than he should pay, the 
difference amount is never refunded. Again, by not disclosing proper income tax 
payers are avoiding tax. Tax collectors attitude is not friendly. There is gap 
between tax payers and tax of�icials, and this gap has been exploited third parties. 
For these reasons, proper tax amount have never been realized. Other experts 
emphasized on the weakness of tax administration as one of the reasons of tax 
avoidance. Once tax administration gets stronger , the compliance issue will �ind 
its proper way and people will be aware of payment of taxes through automatic 
reminder and notice. If they do not comply they will know that they have to incur 
some penalties. Although there will be some evasion, but most people will be 
aware to report their income and thus pay taxes accordingly if the tax system has a 
superior administration. Less awareness among people and other loopholes are 
also addressed by respondents. It is noticed that tax of effort of collecting direct 
tax is of less concern. Therefore, awareness is not up to that level as there is not as 
much effort as it should be from the tax collection authority.

Black Money Whitening and Illicit Flow of Money 
On the question of black money whitening, all interviewees agree to one point that 
there is has been no gain from black money whitening. It is assumed that this 
process is facilitated due to political purpose. This system of black of black money 
whitening is morally wrong, economically inef�icient and it has essentially does 
not serve any purpose for the betterment of the economy as a whole. There are 
incomes which are illegal and cannot be shown in the tax statement. So black 
money will remain in future unless the economy is restructured in a positive way. 
Political government does not have any urge to take any steps towards this black 
money. According to experts, the amount of collection of black money is not 
signi�icant which is evident from the data. People who are holding this black 
money do not feel the necessity to abide by the tax rules as they presume that this 
system will continue for a while. The weak compliance of tax system is responsible 
for this. There has been no such incidence with these black money holders from 
where people can think that it should not be encouraged. Again one expert thinks 
that, there is possibility that there is a group of black money holders which got 
stronger by now, and therefore dif�icult to handle. All interviews (4) provide 
opinion that illicit �inancial �low has two operations: tax avoidance operation and 
transfer operation. It can be one possibility that there is �low of legal money to 
outside and the other is the �low of tax avoided money. In this respect tax 
avoidance has a signi�icant role in illicit �inancial �low.



Summary of Findings  
In order to formulate policy suggestions towards effective, justi�ied and pro-poor tax 
system, it is essential to know pros and cons the current tax system of Bangladesh. In 
this study, we have reviewed Bangladesh’s tax system related literature and data from 
secondary sources has been collected and analyzed to understand the current tax 
structure, tax revenue, tax gap situation and black money whitening policy. It also 
indeed requires greater understanding of citizens’ perception and opinion about tax, 
tax system and tax justice. Therefore, there is a need of base line information and 
analysis on different issue of tax to undertake future policy interventions. That is why 
primary data has also been collected through interviewing randomly selected 
individuals from selected locations of Bangladesh. These primary data analyses 
provided insight on peoples' knowledge, attitude and practice about the tax system of 
Bangladesh. In addition, Focus Group Discussion (FGD) has also been conducted with 
marginal and poor people to know their view about taxation and VAT in Bangladesh. 
Key Informant Interviews (KIIs) have been conducted with local government tax 
of�icials and tax lawyers. Finally, in-depth Interviews have been conducted in order to 
capture process on the tax policy formulation, implementation with policy makers, tax 
research experts and national level administrators. Major �indings from this base line 
survey are brie�ly discussed below: 

Bangladesh is a low-middle country having the potential of becoming a middle income 
county within 2021 provided several polices are taken and implemented properly. Tax 
system of Bangladesh should be well structured and justi�ied so that inequality among 
poor and rich can be lessened. Bangladesh performance in mobilizing domestic 
resources is not satisfactory. The Revenue-GDP ratio, Tax-GDP ratio and the 
Non-Tax-GDP ratio all three showed an upward trend. But the rate of growth is slower. 
The Tax- GDP ratio is hovered around 10 percent for the past three years where as for 
Non-Tax-GDP ratio, it was around 2.5 percent. It is also revealed from the �indings that 
Bangladesh has low tax-GDP ratio as compared to other countries with similar stage of 
development. The country heavily relies on indirect taxes rather than direct taxes to 
mobilize domestic resources. This study also �inds that the issue of tax gap should be 
considered seriously by the policy makers and tax administration in Bangladesh. It is 
also evident existence large informal sector in Bangladesh is also  a major reason of low  
domestic resource mobilization. Another important �inding from this study based on 
secondary literature and data is that tax evasion and avoidance are the major sources 
of black money in Bangladesh. Government of Bangladesh has been providing 
continuous opportunity to whiten black money for many years. This is responsible for 
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.

Summary of
Findings  

Tax system of 
Bangladesh should be 
well structured and 
justi�ied so that 
inequality among 
poor and rich can be 
lessened.



the creation of a large shadow economy in Bangladesh. Converting black money into 
legal by paying a nominal tax to the government created discouragement among the tax 
payers. This is also hampering the smooth operation of the economy to a large extent. 
In fact black money whitening is an important obstacle in the path to establish fairness 
and justice in the taxation system of Bangladesh. 

The general �inding from the base line survey is that the people have a common 
understanding of tax. The �indings of the study postulate that people from urban areas 
are more familiar with tax than people from rural areas. Analysis of the results from the 
base line survey indicates that people are generally familiar with VAT. However VAT 
paid by them may not reach the state treasury as only about 14% of the respondents 
are aware of taking VAT chalan while buying goods and services. In addition, even 
though educated people know about VAT or indirect taxes, but  poor, marginalized and 
less educated people  have less familiarity or have a vague idea what VAT or indirect 
taxes are. Even though educated people knows about the VAT or indirect tax system 
doubts have been raised about the transparency of VAT system. In most cases most 
participants strongly voiced that sellers don’t properly pays VAT. Findings from FGD , 
KII and in-depth indicate that tax system in Bangladesh is complex and bureaucratic. 
The results of the base line survey also con�irm that due to complex tax system and 
harassment and inef�iciency, people who pay direct tax have fear and disincentives 
about the tax system. The tax justice has tiny meaning for most people because they 
believe that tax is something to pay to the government. But they do raise their voice that 
rich should pay more and everybody should pay according to their ability.  Study results 
indicate that government should impose high VAT on luxury goods. Findings from FGDs 
conducted with marginal and poor community reveal that they are not getting bene�it 
from the government in return of paying tax and VAT. They opine that the rich and 
upper-class of the society get privilege in access to different public services. Lack of 
participation from the grass root level in tax policy reforms is a weakness in tax system 
of Bangladesh. Even though indirect tax is a major source of tax revenue, cases where 
poor people are affected more like necessary goods, in those cases VAT burden might be 
decreased. Instead of a uniform VAT for all consumer goods, VAT on the necessary 
goods VAT can be reduced. Analyzing the �indings from base line survey, it can be said 
that government should increase the direct tax base. But because of complex tax system 
and harassments and out of fear many direct tax payers might not be willing to pay 
properly. The lower level tax of�icial in some cases might be the culprit which might be 
because of dishonesty, lack of training or even lack of proper manpower. To solve this 
issue the tax automation can be increased and also the government might create a gap 
between the tax payers and tax collecting of�icials. Tax awareness is an issue. To make a 
pro-poor tax policy and good tax system, direct tax must increase compared to indirect 
tax. Instead of increasing the indirect tax base through increasing the goods net, the 
transparency from the seller side for tax payment is needed.  General tax payers (direct 
and indirect) are doubtful about proper deposition tax in the state treasury. Another 
important �inding is that the opinion from grass-root people in formulating tax was 
never considered. The main reasons behind this situation are centrally administered 
tax system, illiteracy of the mass people, less awareness about tax etc.

Baseline Survey Report 2013

1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.

The analysis reveals 
that Bangladesh a 
lot room to improve 
tax revenue 
collection and to 
increase the tax 
GDP ratio.

Conclusion and Policy
Recommendations
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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and the simple message that, ‘As a taxpayer you have the right to demand 
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bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
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3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
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achieve further reform. There is already widespread popular frustration with the 
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at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
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putting in place clear processes and regulations for dealing with taxpayer 
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and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
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overview of the current tax scenario of Bangladesh. The analysis reveals that 
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ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:
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tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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List of tables from the secondary sources

Table 1: Revenue composition (Crore Taka)
Fiscal  NBR  Non-NBR Tax  Non tax Total NBR- 
Year revenue revenue Revenue Revenue Revenue Revenue
   (NBR+  (Tax + as %
   Non NBR)  Non Tax) of Revenue  
2000-2001 18774.44 1003.00 19777.44 3403.00 23180.44 80.99
2001-2002 20207.21 1108.00 21315.21 4585.00 25900.21 78.02
2002-2003 23651.12 1066.30 24717.42 6157.50 30874.92 76.60
2003-2004 26193.77 1237.00 27430.77 6513.00 33943.77 77.17
2004-2005 29904.46 1421.00 31325.46 7543.00 38868.46 76.94
2005-2006 34002.43 1526.00 35528.43 8603.00 44131.43 77.05
2006-2007 37219.32 1856.00 39075.32 8837.00 47912.32 77.68
2007-2008 47435.66 2042.00 49477.66 12527.00 62004.66 76.50
2008-2009 52527.25 2653.00 55180.25 11122.00 66302.25 79.22
2009-2010 62042.16 2743.00 64785.16 13169.00 77954.16 79.59
2010-2011 79403.11 3229.00 82632.11 13242.00 95874.11 82.82
2011-2012 91595.00 3663.00 95228.00 19465.00 114693.00 78.26
2012-2013* 112259.00 4565.00 116824.00 22846.00 139670.00 80.37

* Revised
Source: NBR report 2012, 2013

Table 2: Revenue as a Percentage of GDP
Fiscal Year Tax Revenue Non-Tax Revenue Total Revenue
 (% of GDP)  (% of GDP) (% of GDP)
2002-03 8.3 2.05 10.35
2003-04 8.5 2.13 10.63
2004 -05 8.62 1.96 10.57
2005-06 8.7 2.09 10.79
2006-07 8.4 2.18 10.58
2007-08 8.96 2.34 11.3
2008-09 9.03 2.22 11.25
2009-10 9.3 2.2 11.5
2010-11 10.04 2.05 12.09
2011-12 10.36 2.43 12.79
2012-13 10.81 2.84 13.85

Source: NBR report

Table 3: Item wise Revenue Collection (Crore Tk.)
Items of  FY 2008-09 FY 2009-10 FY 2010-11 FY2011-12 FY2012-13*
revenue collection
Import Duty  9371.23 8997.12 11556.05 13268.07 9034.24
VAT (at import level)  9181.44 10651.22 12375.81 13769.64 10619.33
Supplementary 
Duty (at import level)  2318.24 3203.13 3998.71 4368.90 3287.47
Export Duty 
(at import level)  0.00 0.00 28.71 38.95 29.39
Sub Total  20870.91 22851.47 27959.28 31445.56 23570.43
Excise Duty  238.34 347.49 486.18 660.36 688.74
VAT (Local)  10965.45 13816.85 17832.98 21988.72 17462.50
Supplementary 
Duty (Local)  6173.43 7593.34 9701.19 11920.19 8538.32
Turn Over Tax  4.91 4.64 3.63 3.45 2.25
Sub Total  17382.13 21762.35 28023.98 34572.72 26691.81
Total of Indirect Tax  38253.04 44613.82 55983.26 66018.28 50262.24
Income Tax  13857.74 17042.28 23007.53 28261.87 22522.10
Other taxes 
and duties  316.47 386.06 412.04 473.96 433.03
Total of Direct Tax  14174.21 17428.34 23419.57 28735.83 22955.15
Grand Total  52427.25 62042.16 79402.83 94754.11 73217.39

* Up to March 2013. Source: NBR report 2012, 2013 

Table 4: Indirect tax composition (Export and Import in Crore Taka)
Fiscal Year Import duty VAT Supplementary duty Total

2000-01 5100.69 3679.74 1255.26 10035.69
2001-02 5395.08 3757.81 1331.84 10484.73
2002-03 6677.1 4120.3 1270.82 12068.22
2003-04 7087.53 4397.86 1685.74 13171.13
2004-05 7912.13 5347.04 1853.48 15112.65
2005-06 7825.43 5885.65 1563.42 15274.5
2006-07 8154.76 6311.17 1196.63 15662.56
2007-08 9601.42 8491.65 1753.85 19846.92
2008-09 9371.23 9181.44 2318.24 20870.91
2009-10 8997.12 10651.2 3203.14 22851.47
2010-11 11576.92 12357.7 3996.23 27959.56

Source: NBR report 2012, 2013
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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Table 5: Indirect Tax composition (Local inn Crore Taka)
Fiscal Year Excise duty VAT Supplementary duty Turnover tax Total

2000-01 275.21 2700.06 2114.15 --- 5089.42
2001-02 291.18 3227.6 2267.36 --- 5786.14
2002-03 318.4 3660.32 3138.74 --- 7117.46
2003-04 158.72 4316.75 3546.02 --- 8021.49
2004-05 144.39 5111.43 3702.81 5.71 8964.34
2005-06 161.15 6472.52 4665.77 5.77 11305.21
2006-07 183.49 7471.13 4846.09 6.00 12506.71
2007-08 214.33 9179.71 6001.36 5.12 15400.52
2008-09 238.34 10965.41 6173.47 4.91 17382.13
2009-10 347.49 13816.85 7593.34 4.67 21762.35
2010-11 486.18 17832.98 9701.19 3.63 28023.98

Source: NBR report 2012, 2013 

Table 6: Foreign Direct Investment
Year Foreign direct investment  Foreign direct investment 
 net in�lows (BoP current  million US$) net in�lows (% of GDP)

2000 280.38 0.59
2001 785.27 0.17
2002 523.39 0.11
2003 268.28 0.52
2004 448.90 0.79
2005 813.32 1.35
2006 697.20 1.13
2007 652.82 0.95
2008 1009.62 1.27
2009 732.81 0.82
2010 918.17 0.91
2011 113.79 1.02

Source:  WDI data base from World Bank

Table 1: Percentage Distribution of Respondents by Location
District
Area Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All

Urban 98.8 64.5 86.3 69.9 93.4 42.1 76.1
Rural 1.3 35.5 13.8 30.1 6.6 57.9 23.9
N 80 76 80 73 76 76 461

2001 864
2002 740
2003 967
2004 945
2005 1162
2006 2778
2007 2737
2008 848
2011 649
2012 2367

Source: Global Financial Integrity (Washington)

Annex 2
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1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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Table 5: Percentage Distribution of Respondents  according to Occupation

Occupation  Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All

Government employee 8.8 1.3 7.5 4.1 7.9 1.3 5.2
Non-government 
employee 37.5 5.3 35.0 20.5 32.9 9.2 23.6
Business (small) 15.0 17.1 25.0 19.2 17.1 23.7 19.5
Business (medium) 23.8 7.9 .0 24.7 17.1 23.7 16.1
Business (large) 1.3 2.6 .0 4.1 1.3 9.2 3.0
Farming (Land 
owner & farmer) .0 7.9 2.5 1.4 1.3 6.6 3.3
Agricultural worker .0 1.3 3.8 .0 2.6 3.9 2.0
Industrial worker .0 2.6 1.3 .0 2.6 .0 1.1
Daily laborer 5.0 10.5 6.3 8.2 5.3 18.4 8.9
Student 3.8 9.2 7.5 12.3 2.6 1.3 6.1
Retired 5.0 3.9 .0 .0 1.3 .0 1.7
Others .0 30.3 11.3 5.5 7.9 2.6 9.5

Table 6: Percentage Distribution of Respondents by their Income Level

Income Bracket Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All

less than 3.000 5.0 32.9 10.0 24.7 6.6 18.4 16.1
3.001-5.000 25.0 23.7 7.5 16.4 13.2 35.5 20.2
5.001-10.000 25.0 21.1 33.8 24.7 15.8 30.3 25.2
10.001-18.000 30.0 17.1 45.0 13.7 42.1 9.2 26.5
18.001-43.000 12.5 5.3 3.8 19.2 19.7 5.3 10.8
43.001-76.000 1.3 .0 .0 1.4 2.6 .0 .9
76.001-100.000 .0 .0 .0 .0 .0 1.3 .2
Above 1.00.000 1.3 .0 .0 .0 .0 .0 .2
N 80 76 80 73 76 76 461

Table 7: Percentage Distribution of Respondents having heard of Tax before
District % Number 
Barisal 100 80
Kushtia 96.05 73
Rangamati 90.0 72
Habiganj 90.4 66
Rajshahi 98.7 75
Shariatpur 47.4 36
All 87.2 402

Table 2: Percentage Distribution of Respondents by Gender

District
Area Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All
Urban 98.8 64.5 86.3 69.9 93.4 42.1 76.1
Rural 1.3 35.5 13.8 30.1 6.6 57.9 23.9
N 80 76 80 73 76 76 461

Table 3: Percentage Distribution of Respondents by Age Group

Age Group Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All

18 – 28 years 12.5 27.6 27.5 50.7 10.5 15.8 23.9
29 – 39 years 30.0 22.4 55.0 30.1 34.2 53.9 37.7
40 - 50 years 33.8 19.7 15.0 13.7 42.1 28.9 25.6
51-65 years 18.8 26.3 2.5 2.7 11.8 1.3 10.6
Above 65 years 5.0 3.9 .0 2.7 1.3 .0 2.2
N 80 76 80 73 76 76 461

Table  4: Percentage Distribution of Respondents  according to Educational Status

Educational Status   Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All
No formal 
schooling 3.8 19.7 2.5 9.6 2.6 19.7 9.5
Less than 
primary school 7.5 14.5 5.0 6.8 9.2 9.2 8.7
Primary school 
completed 11.3 26.3 7.5 21.9 6.6 19.7 15.4
Secondary school 
completed 26.3 13.2 30.0 21.9 13.2 23.7 21.5
Higher secondary 
school completed   15.0 15.8 20.0 28.8 18.4 14.5 18.7
Graduate degree 
completed 13.8 9.2 30.0 5.5 19.7 10.5 15.0
Post graduate degree 
completed 22.5 1.3 5.0 5.5 30.3 2.6 11.3



1. Tax enforcement should be fair such that every taxpayer is treated equitably 
according to the law. The need for greater fairness in enforcement is thus 
universal, and is relevant to all of the major tax types.

2. The tax system should be transparent and inclusive such that citizens have easy 
and regular access to detailed information about revenue collection and how 
that revenue is spent. Importantly, this information must be presented in a way 
that is meaningful and understandable to the majority of citizens.

3. Tax reform is an overwhelmingly political challenge. Strong vested interests 
have an interest in blocking reform, and committed political leadership is 
needed to overcome this resistance.  Therefore, the role of civil society must be 
to generate broad-based political pressure for reform by actively engaging a 
broad public constituency. 

4. Part of this report has been critical of the overall performance of the tax system 
there have been important achievements over the past decade and there are 
many highly committed individuals inside and outside the NBR working to 
achieve further reform. There is already widespread popular frustration with the 
tax system, re�lecting concerns about corruption, unfair enforcement and the 
failure to translate tax revenue into public services. The challenge for civil society 
is to translate this latent public frustration into active public engagement aimed 
at curbing unfair tax evasion and translating tax revenue into public bene�its.

5. The construction of institutions that are independent and easily monitored is an 
important strategy for curbing corruption and abuse. This should include 
putting in place clear processes and regulations for dealing with taxpayer 
grievances, for addressing complaints about corruption in tax administration 
and for prosecuting tax evaders and defaulters. These processes and regulations 
must be accompanied by dedicated enforcement capacity, for example in the 
form of appellate commissioners and specialized revenue courts for addressing 
both evasion and taxpayer grievances.

6. Curbing tax exemptions and ensuring that all existing exemptions are approved 
by Parliament and open to public scrutiny are both feasible and necessary. 
Importantly, this transparency should move beyond the realm of ‘duty free’ 
exemptions alone to capture tax exemptions granted across all tax types. The 
key to more effective management of tax incentives and exemptions is likely to 
lie in reduced discretionary powers in the granting of tax bene�its, total 
transparency about the recipients of such bene�its and an unambiguous 
mandate for the NBR to implement and monitor all incentives and exemptions.

7. The counterpart to pushing for fair enforcement of taxation is pushing for 
transparency and inclusiveness in the tax system. This implies that citizens should 
have detailed information about how taxes are assessed, how much tax revenue is 
collected and how that revenue is used. This is universally relevant, but appears to 
be particularly important at the local government level, where citizens already 
complain that tax assessment is arbitrary and that information about how much 
revenue is collected and how it is spent is unavailable. Such measures are 
important because they will enable citizens to monitor the fairness of tax collection 

Conclusion and
Policy Recommendations
Taxation is essential for sustainable development; it supports the basic function of a 
sustainable state and sets the context for economic growth. It is also essential for 
responsive government. Better tax systems are crucial to development. They could 
provide desperately needed �inance for public services, reduce inequality, make 
governments more accountable and afford developing countries greater self reliance. 
They are currently starting to receive the political attention that they deserve. Tax 
systems are improving in developing countries like Bangladesh, on the whole, are 
taxing more than ten years ago and they are depending less on aid. However, 
Bangladesh is still a low tax effort country having a high buoyancy ratio, implying that 
the policymakers of Bangladesh have the scope and potential to opt for greater revenue 
mobilization through internal resources in order to meet the budgetary de�icit.  

Tax justice, in short refers to a system where taxes should be raised progressively, 
based on ability to pay, and spent according to need. Tax should be spent to shrink the 
gap between poor and rich in society and to �inance functional universal public 
services. Tax should be raised and spent transparently, and with real democratic 
oversight and control. The main purpose of this study is to raise the issue of tax 
justice in the taxation system of Bangladesh.  In this context, a baseline survey on tax, 
tax gap analysis and system in Bangladesh has been undertaken to identify different 
issues of tax justice. Data from secondary source has been analyzed to get an 
overview of the current tax scenario of Bangladesh. The analysis reveals that 
Bangladesh a lot room to improve tax revenue collection and to increase the tax GDP 
ratio. Tax gap analyses suggest tax gap is an important issue to incorporate in the tax 
policy formulation. Unnecessary tax exemptions and tax evasion in general is also 
contributing to the low revenue mobilization. The continued weak revenue 
performance of the tax system largely re�lects the continued ability of bureaucratic, 
economic and political elites to gain narrow privileges. This is re�lected in the failure 
to enforce appropriate taxes among elites, due to a combination of formal exemptions 
and intervention by political and bureaucratic elites. The failure to sustain the rule of 
law in the enforcement of taxation undermines government revenue and thus the 
availability of vital public services. 

The simplest approach to policy recommendations around tax issues is to push for 
greater fairness, transparency and inclusiveness in tax policy and administration in 
order to establish tax justice. In Bangladesh, the overwhelming challenges facing the 
tax system is not the inadequacy of tax policy, but problems of tax administration. In 
this context, he most important policy recommendations based on the �indings of this 
study towards tax justice in Bangladesh are brie�ly discussed below:

efforts and because such transparency can be the basis for encouraging voluntary 
tax compliance and more broadly building the legitimacy of government. 

8. Publicizing revenue collection and expenditure information is important at all 
levels of government, but it is particularly notable that media and civil society 
representatives have recently made demands that local councils publicize 
revenue collection and expenditure data.

9. At both the national and local levels, one possibility is to explicitly earmark 
certain tax collection (such as a share of total VAT collection or of the collection 
of market dues) for speci�ic spending priorities, subject to enhanced 
transparency and oversight conditions.

10. At the same time, existing evidence is universal in �inding that low-income 
citizens in particular have a very limited understanding of the content of tax 
laws, the levels of tax revenue collected by government or how that revenue is 
used. As a result, in developing advocacy campaigns around speci�ic aspects of 
tax policy and administration, civil society actors also have an opportunity to 
use tax concerns as an entry point for broader public engagement.

11. Much as public advocacy has often been organized around the concept of 
human rights, there is now an opportunity to organize around taxpayer rights 
and the simple message that, ‘As a taxpayer you have the right to demand 
public services and accountability from government’. 

12. Exempting a range of essential goods and services from VAT, (a regressive tax) 
bene�its everyone and especially the poor. The exemption of agricultural 
inputs from VAT is also of bene�it to a large percentage of the Bangladesh 
population, and by keeping prices lower than they would otherwise be, 
supports the Government’s efforts to get farmers to use more agricultural 
inputs to improve production and reduce poverty. 

13. Tax exempt status for registered NGOs and religious organizations is a way 
for the government to support from public funds social goods that are of 
bene�it to society generally or to speci�ic groups. Often the services provided 
by these organizations would be provided by government if they were not 
provided by the NGOs. Nevertheless VAT exemption and zero rating is still 
tax foregone and there needs to be explicit criteria for determining what 
goods and services are exempt or zero rated. 

14. Carrying out distribution analyses of tax policy changes to test their progressiveness 
from income and gender perspectives. Systematically improve tax registration and 
collection, and co ordination between relevant ministries and agencies.

15. There is a need to continue with efforts to improve taxation of the informal 
sector. This stands to improve revenue generation, reduce disincentives for 
�irms to expand and formalize and more fully integrate the informal sector into 
national political processes. In achieving these goals effective enforcement will 
be a necessary condition for success but there is a need to focus on a strategy 
that provides positive incentives for informal sector �irms to engage.
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Table 8: Distribution of Respondents’ residence having heard of Tax before
Occupation Frequency Percent
Government employee 24 6.0
Non-government employee 103 25.6
Business (small) 80 19.9
Business (medium) 67 16.7
Business (large) 12 3.0
Farming (Land owner & farmer) 9 2.2
Agricultural worker 4 1.0
Industrial worker 5 1.2
Daily laborer 26 6.5
student 27 6.7
Retired 8 2.0
Others 37 9.2
Total 402 100.0

Table 9: Percentage Distribution of Respondents’ Reason for paying taxes
Reason Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All

For the 
development of 
local community 3.8 13.2 21.3 24.7 18.4 31.6 18.7
Civic Responsibility 51.3 21.1 48.8 26.0 28.9 44.7 37.1
To be respectful 
to the law 0 2.6 8.8 0 7.9 2.6 3.7
For the betterment 
of the country 42.5 60.5 21.3 49.3 44.7 17.1 39.0
others 2.5 2.6 0 0 0 3.9 1.5

Table 10: Percentage Distribution of Respondents’ opinion about current tax rate
Opinion  Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All
Low 1.3 21.9 2.8 12.1 6.7 8.3 8.7
Fair 7.5 46.6 2.8 30.3 30.7 8.3 21.9
High  68.8 21.9 37.5 34.8 42.7 58.3 43.3
Too High 22.5 9.6 56.9 22.7 20.0 25.0 26.1

Table 11: Percentage Distribution of Respondents’ opinion about  current VAT rate

Opinion  Barisal Kushtia Rangamati Habiganj Rajshahi Shariatpur All
 Low .0 21.1 1.3 8.2 6.6 2.6 6.5
Fair 11.3 50.0 1.3 17.8 32.9 11.8 20.6
High  70.0 17.1 40.0 43.8 30.3 52.6 42.5
Too high 18.8 11.8 57.5 30.1 30.3 32.9 30.4


