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About the Event

Research and Policy Integration for Development (RAPID) hosted the RAPID-ERF Seminar on
Domestic Revenue Mobilisation for Inclusive Growth and Development in Bangladesh on 22
March 2025 from 2:30 p.m. to 4:30 p.m. at the ERF Auditorium in Dhaka. This event was organised
as part of a journalist training initiative supported by the UK Foreign, Commonwealth and
Development Office (FCDO), aiming to build informed media engagement around fiscal
governance and tax reform.

Dr M Abu Eusuf, Executive Director of RAPID and Professor at the Department of Development
Studies, University of Dhaka, delivered the keynote presentation. Ms Doulot Akter Mala, President
of the Economic Reporters' Forum (ERF), chaired the session, and Mr Abul Kashem, General
Secretary of ERF, served as moderator.

Mr Shawkat Hossain Masum, Head of Online at Prothom Alo, acted as the Discussant, offering
reflections following the keynote. The event was honoured by the presence of Mr Md Abdur
Rahman Khan FCMA, Chairman of the National Board of Revenue (NBR), Ministry of Finance, as
Chief Guest.

The seminar concluded with an interactive open discussion and closing remarks by the Chair. The
event provided a platform for engaging journalists with key issues in domestic revenue
mobilisation, such as tax structure, administrative efficiency, equity in tax policy, and the
importance of transparency and evidence-based reforms.
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Keynote Presentation by Dr M Abu Eusuf, Executive Director, RAPID

Challenges and Recommendations for Strengthening Domestic Revenue Mobilisation in
Bangladesh

Budget Planning and Resource Allocation

The budget should be realistic rather than just incremental.

There needs to be a better balance between the development and operational
budgets.

Public expenditure is about 13.5 per cent of GDP (IMF, 2024), which is lower than
comparator countries—India (29%), Nepal (24%), and Vietnam (20%).

Despite lower public expenditure, Bangladesh maintains a budget deficit of
approximately 5 per cent of GDP, primarily financed through borrowing.

In FY 2024-25, over 14 per cent of the national budget is allocated to interest
payments on government debt, reducing fiscal space for essential development needs.

Budget allocations to education, health, and social safety need to be expanded.

Tax Policy and Equity

Revenue-to-GDP ratio has remained below 10 per cent, and recently declined to
below 8 per cent.

The system relies heavily on indirect taxes (VAT and trade-based), which
disproportionately affect low-income groups.

The share of direct tax remains low, owing to limited taxpayer registration, widespread
exemptions, and evasion.

There is a need to reduce reliance on indirect taxation and expand direct tax
collection.

Inheritance and wealth taxes have been discussed as potential tools to increase
revenue and reduce inequality in Bangladesh.

Tax Compliance and Registration

Functional TINs need to be increased to curb evasion.

Strengthening TIN coverage is essential to expanding the tax base.

Modernisation and Administrative Efficiency

The modernisation of NBR is key, with emphasis on reduced human interaction to
improve transparency and efficiency.

NBR is working on an integrated automation system, as part of a medium- to long-
term revenue strategy (2025-2034).

This strategy focuses on: [i] End-to-end automation, [ii] Raising the tax-to-GDP ratio [iii]
Improving voluntary tax compliance [iv] Closing the gap between actual and potential




tax revenues [v] Ensuring uniformity in practice and law [vi] Improving integrity and
transparency

¢ Inter-agency collaboration is important, especially in digitisation and audit
strengthening.

Institutional Capacity and Human Resources

e Capacity building of NBR officials is necessary.

¢ Recruiting more human resources is also important to implement reforms effectively.
Evidence-Based Reform and Transparency

¢ Tax exemptions need to be rationalised based on evidence.

e The property valuation system should be revisited, addressing the discrepancy
between moza value and market-based valuation.

e TDS (Tax Deducted at Source) mechanisms should be expanded.

o Efficient and transparent use of taxpayers' money will help improve compliance and
build trust.

Remarks by Discussant: Mr Shawkat Hossain Masum, Head of Online at the
Prothom Alo

Role of Journalism in Fiscal Discourse

e Journalists must move beyond conventional reporting and resist external pressures that
shape the public narrative.

e [tis the duty of responsible journalism to highlight not only popular opinions but also
promote innovative and forward-thinking ideas in policy debates.

Structural Issues in the Tax System

e The tax system in Bangladesh remains heavily dependent on indirect taxation, placing
a disproportionate burden on consumers rather than wealth holders.

e Although the low tax-to-GDP ratio has been acknowledged since 1987, there has been
minimal progress; even in 2025, the issue remains unresolved.

Concerns Around Policy Direction

e The current tax policy framework is not business-friendly, potentially discouraging
formal economic activity.

e Thereis a tendency to target small, compliant taxpayers rather than effectively taxing
large entities that have significant taxable capacity.

Importance of TIN and Digitalisation

e Once individuals are brought under the Taxpayer Identification Number (TIN) system,
it becomes easier to monitor and ensure compliance.




Digitalisation is essential to curb tax evasion and build a more transparent and
efficient revenue system.

Commitment to Reform

The most critical factor for improving domestic revenue mobilisation is sincere political
and institutional commitment.

Bangladesh must adopt a consistent and principled approach in deciding who to tax
and who not to tax, resisting ad hoc policy shifts under external pressures, such as
those from the IMF.

Remarks by the Chief Guest: Mr Md Abdur Rahman Khan FCMA, Chairman,
National Board of Revenue (NBR), Ministry of Finance

Budgeting Challenges and Misalignments

Budget allocations have increased over the years, but implementation remains weak.
With higher allocations, the risks of misuse and wastage also increase.

Comparing allocations for education, health, and social protection as a percentage of
GDP to international benchmarks is misleading. Developed countries have tax-to-GDP
ratios of around 40-45 per cent, while Bangladesh's stands at only 7 per cent.

Increasing the budget for one sector necessarily implies reducing it elsewhere, yet no
sector is willing to forgo its share, creating institutional conflicts of interest.

The national budget is shaped by broad macroeconomic goals rather than a scientific
model or evidence-based framework. Critically, it does not reflect the actual revenue-
raising capacity of the NBR.

Engagement with Development Partners

While recommendations from development partners often aim to ensure debt
repayment and sustainability, they may not always align with national interests.

Long-term sustainability approaches tailored to local realities should take precedence
over external prescriptions.

Policy Aggressiveness and Tax Measures

Recent tax policy interventions have been increasingly aggressive, with new taxes
imposed on provident funds and even philanthropic organisations—measures
previously unheard of.

Although Bangladesh has strong laws, policies, and technical knowledge, the principal
constraint remains weak implementation capacity.

VAT and Automation Issues




The Electronic Fiscal Device (EFD) system, once introduced with optimism, has failed to
gain practical traction.

VAT collection at the retail level is ineffective, and the original accounting-based design
of VAT has deteriorated.

Overburdening compliant taxpayers will not improve revenue collection unless larger
defaulters are held accountable.

Tax Compliance and Return Submission

Out of 1.14 crore registered Taxpayer Identification Numbers (TINs), only 45 lakh
individuals file returns.

Among those, 10 lakh earn below the taxable threshold (BDT 3.5 lakh), while two-thirds
of return-filers do not pay any tax.

A significant proportion of TIN holders fail to submit returns and face no penalties or
consequences.

Reforms and Digitisation Initiatives

A large-scale project for end-to-end digitisation of tax systems is currently underway.

Audit selection, currently influenced by subjective preferences, must shift to automated,
rule-based processes using digital tools.

NBR plans to fully eliminate offline tax return submission, with rare exceptions
granted only in extraordinary circumstances.

It is essential to support and incentivise tax-compliant businesses to encourage
growth and fairness in the system.

Customs and Tax Structure

Customs operations must be restored to their original purpose, trade facilitation,
rather than being treated primarily as a tax collection instrument.

There is a pressing need to shift reliance from indirect taxes to direct taxes, as
overdependence on VAT stems from broader governance and trust issues.

Countries with low levels of public trust often struggle with tax compliance and fall back
on regressive indirect taxation.

On Wealth and Inheritance Taxes

Wealth tax may be considered after the full digitalisation of the tax system; without
that infrastructure, its implementation would be ineffective.

Inheritance tax is suitable for more advanced stages of development and should be
considered in the future. While not suitable for current implementation, it can become a
critical tool in addressing wealth inequality in the next generation.

Final Reflection




e Bangladesh’s development so far has relied heavily on accumulating debt. Pushing
this debt burden onto future generations raises serious ethical concerns and threatens
long-term fiscal sustainability.

Q&A Session Highlights

On Tax Burden Transfer by Land Developers

e |twas pointed out that although land developers pay taxes, they pass the full tax
burden onto buyers, which is ethically questionable.

e This reflects a broader disconnect between policy design and practical
implementation, where taxpayers bear costs in unintended ways.

On Predictability and Standardisation in Tax Policy
e Can we have a predictable tax policy?

Response: Yes. Tax policies will be announced at least one year prior to
implementation, allowing businesses to prepare and plan accordingly.

On Transparency and Digital Notifications
o Can taxpayers receive SMS notifications upon VAT payments?

Response: This would be technically easy to implement, especially if cash
transactions are discouraged. However, the challenge lies in Bangladesh’s largely
cash-based economy. A shift toward digital payments would facilitate such
transparency initiatives in the future.

On Accuracy of the Tax-to-GDP Ratio

e Aparticipant expressed frustration, arguing that the real tax burden on citizens feels
much higher than the reported 7 per cent tax-to-GDP ratio, since taxes are paid on
almost every consumed item.

Response: The responsibility for GDP calculation lies with the Bangladesh Bureau of
Statistics (BBS). If there is credible evidence or an alternative mechanism to suggest
that GDP figures are inflated, it could form the basis for future discussions or reforms.




Media Coverage

Sl. | Media House News Title Link
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