Determinants of Tax Revenue of Bangladesh: A Time-Series
Analysis of the Ongoing Collection Deficit

1. Introduction:

Tax revenue is the government’s income collected by exerting taxes on income, profits, goods and services,
and other specific items for financing public expenditures (Waterman, 2002). Tax revenue earned by the
government has a relationship with savings and economic growth (Gemmell, 1988). Efficient taxation is a
source of huge revenue for the government (Kotsogiannis, 2010). Increasing government expenditures
decline tax revenue, which restricts governments from providing public facilities (Cagé & Gadenne, 2018).
Admittedly, there are many sources for the government to earn tax revenue, among which trade openness,
manufacturing, and gross domestic product have a positive relation to taxation, whereas inflation has
insignificant effects on taxation (Saptono & Mahmud, 2021). The industrial sector, GDP (Gross Domestic
Product), and public investment in education positively affect tax revenue, but the agricultural sector and
foreign direct investment hurt tax revenue (Castro & Camarillo, 2014).

Infant mortality can be reduced by increasing public revenue, but in developed countries, the infant
mortality rate is low, meaning that the government has a low chance to earn money from paying taxes on
the death of a newborn child (Hall et al., 2021). Average life expectancy has a negative correlation with tax
revenue because retired people don’t pay taxes to the government, but the government provides non-wage
benefits including welfare facilities to the aging population (Long & Scott, 1982). Manufacturing, trade
openness, and gross domestic product have positive effects on tax revenue, whereas inflation negatively
affects tax revenue (Kitessa & Jewaria, 2018). Inflation often leads to changes in the taxation system, but
governments rely on other factors for revenue at a particular inflation rate (Tanzi, 1978). Though in many
studies, foreign aid and grants showed a negative relation with tax revenue, a significant and positive
relationship exists between foreign aid and tax income (Clist & Morrissey, 2011). In developing countries,
manufacturing, trade openness, and gross domestic product positively influence tax revenue, but agriculture
and urbanization are not considered under taxation (Mahdavi, 2008).

Considering the recent tax-revenue collection deficit in Bangladesh, the study aims to detect the
determinants of tax revenue which has a significant role in financing government expenditures. The study
is somehow distinct from other studies. Admittedly, fewer studies investigated the determinants of tax
revenue, paying attention to the uninterrupted tax revenue collection deficit. Therefore, it is expected that
the outcomes of the study may be helpful for government bodies and policymakers to capture the desired
tax revenue in the next coming days.



Table 1: Tax Revenue Data

Original
tax
Time Period Tax-GDP ratio Tgx.—revenue collection (In collection
trillion taka) target (In
trillion
taka)
2005 7% 0.084 0.35
2006 7.00% 0.34 0.37
2007 6.90% 0.38 0.45
2008 7.70% 0.48 0.69
2009 7.50% 0.53 0.61
2010 7.80% 0.62 0.75
2011 8.70% 0.8 0.92
2012 9% 0.95 0.95
2013 9.00% 1.07 1.67
2014 8.60% 1.16 1.82
2015 8.50% 1.29 1.49
2016 7.30% 1.52 2.03
2017 7% 1.78 2.48
2018 7.70% 2.09 2.96
2019 7.60% 2.3 3.25
2020 7% 2.22 3.29
2021 7.65% 2.7 33
2022 7.30% 3.25 3.7
2023 7.20% 3.25 4.78
2024 7.40% 3.83 4.63
2025 7.40% 3.89 5.67

****Source of data: Ministry of Finance
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Figure 1, which is plotted by following the data of Table 1, illustrates a trend of tax revenue deficit in the
outgoing fiscal years. It is observed that there is a huge discrepancy between the original tax revenue
collection target and the tax revenue that was collected by the government. In the year 2024 to 2025, tax
revenue collection stood at 3.83 trillion, but the targeted amount was 4.63 to 5.67 trillion taka. Therefore,
there was a shortage of 1.04 trillion, which is equivalent to 500 billion.

2. Literature Review

2.1 Theoretical Foundation of Tax Revenue

There are many theories of taxation. Among all the theories, the benefit theory, normative public sector
theory, and the ability-to-pay theory are very much common. The benefit theory, which is used for
evaluating the efficiency of taxation and fiscal policy, was established by Knut Wicksell in 1896. According
to this theory, citizens, who enjoy public goods and services, pay taxes to the government (Hines Jr, 2000).
For availing of public benefits, people must be paying taxes that can finance government expenditures and
ensure sustainability between public and private services (Fullerton, 1982). However, in many parts of the
world, resources are wasted just by inefficient and improper taxation systems (Gamponia & Mendelsohn,
1985). Normative theory or public expenditure theory indicates public concern over the taxation system
(Tresch, 2022). A particular amount of tax is set up following the public expenditure and by analyzing this
public expenditure, the tax collection process is determined, which in turn achieves our microeconomics



goals (Samuelson, 1958). The oldest and most dominant one is the the-ability-to-pay theory which considers
taxation as a medium of sacrifice. Sacrifice comes from the money of taxation which has positive effects
on the economy and social development (Kendrick,1939). This theory clearly defines that paying taxes to
the government is contingent upon the amount of income (Kimmel, 1961). The higher income the
individuals have, the higher amount of tax they pay to the government. In contrast, individuals, who don’t
have enough income pay a lower amount of tax (Rayman, 2013).

2.2 Objectives of Taxation

There are many objectives of taxation. The primary objective is to contribute to economic development, as
money earned by the government from taxation is spent for not only accomplishing basic activities but also
many mega projects (Ofoegbu et al., 2016). Taxation leads to employment opportunities because the
government uses tax revenues to hire new employees and creates new jobs for unemployed people
(Palokangas, 1987). Keeping the market price of general commodities stable is one of the objectives of
taxation because the government pays higher taxes on some specific products for reducing public
consumption and control market prices (Benigno & Benigno, 2003). Taxation has an immense role in
confirming equality in our society. Admittedly, the government imposes an unlimited tax on people who
have high incomes and less on people who belong to lower socioeconomic backgrounds. Exactly in the
same way large businesses and corporate organizations provide taxes in huge volumes to the government
for helping infant organizations (Larsen & Oats, 2019).

2.3 Summary of Previous Studies

Lower-income countries face difficulty in getting a substantial amount of tax revenue because of serious
trade deficits (Morrissey et al., 2016). There is a debate over whether tax revenue increases or not, when
foreign aid comes, but tax revenue often declines following a surge in foreign aid (Thornton, 2014). The
Ageing population in lower-income countries creates difficulty in getting a substantial amount of tax
revenue because when people become older, they stop paying taxes to the government (Ball & Creedy,
2014). Aging people increase social expenditures while mitigating potential sources of tax revenue (Carone
et al., 2007). In recent times, Foreign Direct Investment (FDI) has been linked to tax avoidance plans and
it distorts tax revenues in countries that are going through industrialization (Hong & Smart, 2010). Gross
Domestic Product (GDP) has a positive relation with tax revenue in the long run as per the Keynesian
description (Idris & Ahmad, 2017). Institutional quality, government expenditure, and tax revenue coming
from international trade, customs, and duties lead to economic growth in the long run and short run (Arvin
et al., 2021).

Foreign Direct Investment (FDI) has not always had a negative relation with tax revenue because in
developing countries FDI causes a significant increase in tax revenue (Camara, 2022). Whether income
inequality increases or decreases due to the impact of inflation is a moot point since no study identified the
actual effects of inflation on tax revenue (Stissmuth & Wieschemeyer, 2022). Most countries don't impose
a tax on their agricultural goods. Till now as compared to the agricultural sector, it is much easier to collect
tax from the manufacturing sector (Gupta, 2007). Countries vary in their infant mortality rates and
developed countries have much lower infant mortality rates than developing countries. That is the reason
why tax revenue has a negative correlation with the infant mortality rate in developed countries (Svejnar,
2002). In developed countries, the literacy rate is high and educated people pay a significant amount of tax
to the government (Castro & Camarillo, 2014).



3. Methodology
3.1 Research Model

Using a linear regression model for time series data, a study was conducted, where the relationship between
higher study and economic development was shown with excellent statistical analysis (Hamdan et al.,
2020). The Time series regression model was used to show the determinants of tax revenue (Ayenew, 2016).
Focusing on their models along with other studies, we prepared the following linear regression models.

TR, = By + P,GDP, + B,Trade, + BsFDI, + B,INF, + BsINFMOR, + B4LEP + B,FD, + BgFG, +
BoAGR; + BroMFR; + B1aPIEr F €peevveeeeeeeeeeeeeee e, (1)

Bo is an intercept (It can be positive or negative and there is no proper explanation regarding intercept in
econometrics).

€ is an error term.
t is the non-fiscal year (21 observations from 2005 to 2025).

TR (Tax Revenue) is the main source of government income. Total tax revenue as a percentage of GDP
clarifies the amount of a country's output collected by the government for reducing debt, and deficit and
accomplishing infrastructural developments (Gordon, 1985). TR is the dependent variable in our model 1.

GDP (Gross Domestic Product) is the value of all the final goods and services produced in an economy
within a particular time. GDP, which is an independent variable in model 1, influences tax revenue (Cristi
Spulbar et al., 2021).

Trade is the sum of total export and import as a percentage of GDP. Government levies a huge amount of
tax on some particular goods to restrict imports. Besides, the government also earns money from paying
taxes on exported goods and services, as lower public revenue can be eradicated by trade and an efficient
tax structure (Gnangnon, 2021). Trade is an independent variable in model 1.

FDI (Foreign Direct Investment) indicates the business and ownership of foreign people in another country.
FDI, which is an independent variable in model 1, plays an important role in creating employment
opportunities, economic growth, and sustainability, but in developing countries, the impact of FDI on tax
revenue is not clear because a higher amount of tax discourages foreigners to set up business in other
countries (Shafiq et al., 2021).

INF (Inflation) is an increase in the prices of general commodities. Due to high inflation, people can’t pay
taxes properly. Inflation is an independent variable in model 1. By keeping inflation at a fixed rate, the
government can promote the collection of tax revenue (Lucotte, 2012).

INFMOR (Infant Mortality Rate) is calculated by the deaths per 1,000 live births of infants. Exerting tax
on the death of a child or even a person is a matter of altercation and argument (Roeleveld, 2012). INFMOR
is an independent variable in model 1.

LEP (Average Life Expectancy) has both adverse and positive effects on tax revenue. In general, a huge
amount of budget is required for retired persons who are not paying taxes (Moeis et al., 2022). LEP is an
independent variable in model 1.

FD (Foreign Debt), which is called external public debt, is measured as a percentage of GDP. When the
government faces currency depreciation resulting from huge foreign debt, a larger amount of tax is imposed
on consumers (Jin et al., 2021). FD is an independent variable in model 1.
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FG (Foreign Grants) indicates capital, technological equipment, goods, and services that are provided by a
country for the benefit of another country. FG is an independent variable in model 1. Foreign grants have a
significant negative relation with tax revenue (Diaz-Sanchez et al., 2022).

AGR is the proportion of value added in agriculture. It is a difficult task to pay taxes on agricultural goods
(Stotsky, 1997). AGR is an independent variable in model 1.

MEFR is the proportion of value added in manufacture. MFR is a source of earning a larger amount of money
for the government by exerting taxes (Yamazaki, 2022). MFR is an independent variable in model 1.

PIE is the public investment in education as a percentage of GDP. Public investment in education, which is
an independent variable in model 1, can improve the tax collection process (Martinez et al., 2022).

3.2 Method of the Study and Data Sources

We Collected the recent fiscal year data from the Ministry of Finance to show the overall condition of tax
revenue collection which is represented in Table 1. It is important to mention that for showing the statistical
relationship among variables, we collected data from 2005 to 2025. Therefore, the sample size (N) was 21.
The reason behind the collection of non-financial year data from 2005 to 2025 was their availability on the
website of the Bangladesh bank and world bank. Data before 2005 and after 2025 were not available in any
other sources. However, after collecting data from 2005 to 2025, we used Augmented Dicky-Fuller Test,
Johansen's Cointegration Test, and multiple linear regression to identify the determinants of tax revenue in
Bangladesh We removed some particular variables from the study to ensure a rigorous and authentic
statistical analysis. Most of the data came from the website of the world bank. Without data manipulation
and working in favor of any political party, we highlighted the actual and authoritative result. Data sources
and information about the variables of Model 1 are discussed briefly in Table 2.

Table 2: Definitions of the Variables

Variable Definition Source

TR The percentage of total tax The World Bank
revenue to GDP (%)

GDP The total market value of all the The World Bank
final goods and services

Trade Sum of exports and imports as The World Bank
a percentage of GDP (%)

FDI Direct investment by foreigners The World Bank

INF Inflation rate (%) The World Bank

INFMOR The number of deaths per 1000 The World Bank
live births

LEP The average life expectancy of people The World Bank

FD Foreign Debt The World Bank

FG Foreign Grants The World Bank

AGR Value added in agriculture as a The World Bank



percentage of GDP (%)

MFR value added in manufacturing as a The World Bank
percentage of GDP (%)
PIE Public investment in education The World Bank

as a percentage of GDP

Table 2 illustrates the definitions and potential sources of all the variables of Model 1. Data of all the
mentioned items were collected from 2005 to 2025. Moreover, GDP, FDI, FD, and FG were evaluated in

USD billion.
Table 3: Descriptive Statistics

Variables N Minimum Maximum Mean STD
TR 17 0.06% 0.09% 0.08% 0.00883
GDP 17 $69.44 billion $416.26 billion $182.2624 billion 101.5389
Trade 17 0.26% 0.48% 0.38% 0.06962
FDI 17 $0.46 billion $2.83 billion $1.6318 billion 0.72346
INF 17 0.04% 0.28% 0.07% 0.0541
INFMOR 17 23 65 43,3335 12.01238
LEP 17 67 years 73 years 70.2941 years 1.57181
FD 17 $18.41 billion $48 billion $26.5624 billion 9.10333
FG 17 $1.03 billion $6.79 billion $2.6406 billion 1.62222
AGR 17 0.12% 0.19% 0.15% 0.02373
MFR 17 0.15% 0.22% 0.18% 0.02592
PIE 17 0.09% 0.21% 0.14% 0.03032

Table 3 indicates the minimum, maximum, mean, and standard deviation of all the variables mentioned in
Model 1. Concerning mean value, GDP is 182.26 billion dollars, Trade is 37.71 percent of GDP, and TR
is 7.7 percent of GDP. In addition, the mean FDI is 1.63 billion dollars, whereas FG is 2.64 billion dollars.
The average PIE is 14 percent of GDP, but FD is too high around 26.56 billion dollars. The average INF is
7 percent. Furthermore, almost 15.41 and 17.78 percent value of GDP is added to AGR and MFR
respectively. It is observable that the LEP of Bangladeshi people is almost 70 years, whereas INFMOR is
approximately 43 per 1000 people.

4.1 Augmented Dicky-Fuller Test for Stationary

Checking stationary is very much important for time series data. Macroeconomic data often have a unit
root, which in turn leads to spurious regression. Therefore, reducing unit root or non-stationary
characteristics of data is a precondition of further analysis (Granger & Newbold, 1974). The augmented
Dicky-fuller test is the updated version of the simple Dicky-fuller test and is used by most scholars and
econometricians (Mushtaq, 2011). It considers extra lag to avoid autocorrelation. The three significant
levels (1%, 5%, and 10%), t-statistics, and the three common ways (level, first difference, and second
difference) exist in this test. When the calculated t value exceeds the critical value at any level following
one of the three ways, the unit root takes place. In contrast, when the calculated t value is much smaller
than the critical value at all the levels following one of those three ways, data become stationary, endorsing
no sign of unit root (Dickey & Fuller, 1979). P value is also considered to evaluate the stationary and non-
stationary nature of data. Akaike info criterion was adopted during the test. Following the augmented
Dicky-fuller test, the study examined the stationary nature of all the variables of Model 1. The stationary
results of Model 1 are delineated in Table 4.



Table 4: Stationary

Variables t-statistics Level of Significance Critical value P value Remark
1% 472 0.042 Stationary at second
TR -4.79 5% -3.79 difference
10% -3.32
1% -3.99  0.041 Stationary at second
GDP -4.11 5% -3.09 difference
10% -2.69
1% -4.05 0.001 Stationary at second
Trade -5.04 5% -3.11 difference
10% -2.71
1% -5.12 0.051 Non-stationary
FDI -3.95 5% -3.42
10% -3.12
1% -5.12 0.112 Non-stationary
INF -3.21 5% -3.93
10% -3.43
1% -4.15 0.002 Stationary at second
INFMOR -4.54 5% -3.09 difference
10% -2.69
1% -4.21  0.000 Stationary at second
LEP -13.83 5% -3.17 difference
10% -2.78
1% -4.11  0.001 Stationary at second
FD -6.76 5% -3.21 difference
10% -2.75
1% -4.01  0.000 Stationary at second
FG -8.57 5% -3.09 difference
10% -2.69
1% -4.05 0.007 Stationary at second
AGR -5.72 5% -3.11 difference
10% -2.72
1% -4.04  0.005 Stationary at second
MFR -4.44 5% -3.12 difference
10% -2.69
1% -4.29  0.031 Non-stationary
PIE -3.32 5% -3.25
10% -2.76




Table 4 illustrates the stationary and non-stationary characteristics of the dependent (TR) and independent
variables. It is observed that PIE (t value = -3.32 > critical value at 1% level; p = 0.031), FDI (t value = -
3.95 > critical value at 1% level; p = 0.031), and INF (t value = -3.21 > critical values at all the significant
levels; p = 0.031) are non-stationary, whereas TR (t value = -4.79 < critical values at all the significant
levels; p = 0.042 ), GDP (t value = -4.11 < critical values at all the significant levels; p = 0.041), Trade (t
value = -5.04 < critical values at all the significant levels; p = 0.001 ), INFMOR (t value = -4.54 < critical
values at all the significant levels; p = 0.002 ), FD (t value = -6.76 < critical values at all the significant
levels; p = 0.001 ), FG (t value = -8.57 < critical values at all the significant levels; p = 0.000 ), AGR (t
value = -5.72 < critical values at all the significant levels; p =0.007), MFR (t value = -4.44 < critical values
at all the significant levels; p = 0.005) are stationary. Since PIE, FDI, and INF experienced the nature of
non-stationary, they were removed from the study.

4.2 Johansen’s Cointegration Test

Since the unit root test cannot avoid spurious regression, it is essential to conduct a cointegration test
(Elliott, 1998). Johansen’s cointegration test is mainly based on trace statistics and max-Eigen statistics. If
the value of trace and max-Eigen statistics surpasses the critical value along with a statistically significant
p-value, then cointegration or long-run association ship occurs, whereas if the value of trace and max-Eigen
statistics is inferior to the critical value along with a statistically insignificant p-value, then non-
cointegration exists between dependent and independent variables (Johansen, 1988). Using Johansen's
cointegration test, we showed the long-run association of each independent variable separately with the
dependent one for performing the most authentic and accurate result. The results of trace and max-Eigen
statistics of Model 1 are obtained in Table 5.

Table 5: Trace and Max-Eigen Statistics of Model 1

Variables Eigenvalue Trace Statistic  Critical value Prob. Remark

TR and GDP 0.648 19.99 15.49 0.009 Cointegration

TR and Trade 0.901 27.73 15.49 0.005 Cointegration

TR and INFMOR 0.481 10.03 15.49 0.278 Non-cointegration
TR and LEP 0.281 4.97 15.49 0.812 Non-cointegration
TR and FD 0.881 25.35 15.49 0.002 Cointegration

TR and FG 0.991 54.85 15.49 0.000 Cointegration

TR and AGR 0.879 23.99 15.49 0.002 Cointegration

TR and MFR 0.999 77.41 15.49 0.000 Cointegration
Variables Eigenvalue =~ Max-Eigen statistic  Critical value Prob. Remark

TR and GDP 0.648 15.67 14.26 0.029 Cointegration

TR and Trade 0.901 26.12 14.26 0.004 Cointegration

TR and INFMOR 0.481 9.88 14.26 0.219 Non-cointegration
TR and LEP 0.281 4.95 14.26 0.741 Non-cointegration
TR and FD 0.881 23.36 14.26 0.004 Cointegration

TR and FG 0.991 51.14 14.26 0.000 Cointegration

TR and AGR 0.879 23.26 14.26 0.001 Cointegration

TR and MFR 0.999 77.4 14.26 0.000 Cointegration

Table 5 depicts the cointegration between TR (Tax Revenue) and all the explanatory variables individually.
According to trace statistics, INFMOR (trace value = 10.03 <critical value; p=0.278) and LEP (trace value
= 4,97 < critical value; p = 0.812) show no cointegration with TR, whereas GDP (trace value = 19.99 >
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critical value; p = 0.009 ), Trade (trace value = 27.73 > critical value; p = 0.005 ), FD ( trace value = 25.35
> critical value; p = 0.002), FG (trace value = 54.85 > critical value; p = 0.000 ), AGR (trace value =23.99
> critical value; p = 0.002) and MFR (trace value = 77.41 > critical value; p = 0.000) hold a cointegration
with TR.

About the results of max-eigen statistics, INFMOR (max-eigen value = 9.88 < critical value; p=10.219) and
LEP (max-eigen value = 4.95 < critical value; p = 0.741) establish a sign of non-cointegration. In contrast,
GDP (max-eigen value = 15.67 > critical value; p = 0.029), Trade (max-eigen value = 26.12 > critical value;
p=0.004), FD (max-eigen value = 23.36 > critical value; p =0.004 ), FG (max-eigen value = 51.14 > critical
value; p = 0.000), AGR (max-eigen value = 23.26 > critical value; p = 0.001), and MFR (max-eigen value
= 77.4 > critical value; p = 0.000) achieve an association with TR.

Overall, based on both trace and max-eigen statistics, INFMOR and LEP were removed from the study for
avoiding spurious regression results while GDP, Trade, FD, FG, AGR, and MFR were left for the next
analysis.

Table 6 Multicollinearity

Variables Coefficient Variance VIF

C 125.58 NA

AGR 1479.15 45.11
Trade 14.672 3.701
FG 0.169 24.785
FD 0.005 23.984
MFR 18.142 6.982
GDP 10.51 4.788

Table 6 depicts the value of the variance inflation factor of all the variables except GDP, MFR, and Trade
is too high, meaning that they have severe multicollinearity.

For reducing multicollinearity problems in the regression analysis of Model 1, we removed AGR, FG, and
FD from the study. As a result, three variables (GDP, Trade, and MFR) were found to be statistically
accurate for the dependent one (TR).

4.3 Regression Analysis of Model 1

Regression analysis, where TR is the response variable and GDP, trade, and MFR are explanatory variables,
was proved to be fit and rigorous. The value of R-squared and Adjusted R-squared was 0.993 and 0.992
respectively. The p-value of the F-statistic was 0.000 < 0.05 along with less standard error. In addition, data
were found to be homoskedasticity because the probability of Chi-Square in the line of observed R-squared
following the type of Breusch-Pagan- Godfrey was 0.39, which is larger than 0.05. Moreover, there was no
sign of serial correlation, as the probability of Chi-Square in the line of observed R-squared for the Breusch-
Godfrey Serial Correlation LM Test was 0.36, which is also much higher than 0.05. Finally, there was no
multicollinearity among explanatory variables. In Table 7, the multicollinearity issue is again checked and
in Table 8, the coefficient results of Model 1 are represented elaborately.
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Table 7: Coefficient Results of Model 1

Variables Coefficient (B) Std. Error t-Statistic Prob.
C -9.152867 1.563863 -5.85273 0.0000
GDP 0.084719 0.002266 37.39303 0.0000
Trade 20.81119 3.304337 6.298145 0.0000
MFR 0.067129 0.000126 43.48632 0.0004

***PDependent Variable: TR ***Method: Least Squares

Table 7 elucidates coefficient results, where GDP, Trade, and MFR are independent variables and TR is
the dependent variable. P values of GDP, trade, and MFR are statistically significant, indicating that TR is
significantly affected by them. Therefore, GDP (p = 0.084; t =37.39; p < 0.05), Trade (B =20.81; t =6.29;
p <0.05), and MFR (B =0.067; t = 43.48; p < 0.05) significantly influence TR. The value of intercept (C)
is -9.152, indicating that TR is -9.152 when GDP, Trade, and MFR are zero, but whether the value of
intercept is positive or negative is not a matter because intercept has no ideal and intuitive explanation in
econometrics (Ramsay, 1977). In addition, this model captured less standard error, ranging from 0.0001 to
3.304.

Regression analysis proved that in Bangladesh, Tax Revenue (TR) has a positive and significant relation
with GDP, Trade, and MFR.

5. Discussion of Findings

The study indicated GDP, Trade, and MFR as significant and positive determinants of TR, since the P
values of GDP, Trade, and MFR were statistically significant (P<0.05). Though AGR, FD, and FG had a
significant association with TR, they were removed for addressing multicollinearity problems in regression
analysis. The variables, which were removed from the study for robust statistical analysis, may have indirect
or insignificant effects on TR.

Based on the prevalent results, the study attained sufficient evidence to ensure GDP, Trade, and MFR as
significant and positive predictors of TR. Almost similar results were investigated in a study, where Trade
and MFR showed a positive and significant relation with tax revenue (Minh Ha et al., 2022). Ayenew,
2016 highlighted a positive and significant correlation between tax revenue and manufacturing.
Andrejovskd & Pulikova, 2018 focused on the economic determinants of tax revenue in twenty-eight
European countries and identified that gross domestic product has the highest impact on tax
revenue. Raihan & Anjum, 2020 explored fiscal policy in the context of Bangladesh and found that there is
a long-run causality between GDP and tax revenue. Angeles Castro & Ramirez Camarillo,
2014 investigated the determinants of tax revenue in thirty-four countries and finalized the results that gross
domestic product and manufacturing sectors have a positive and significant impact on tax revenue.
However, the findings of the study contradicted the results of Gurdal et al., 2021, which asserted that gross
domestic product has no relation to tax revenue.

6. Limitations and Further Scope for Research

The study experienced some limitations. Firstly, it focused only on Bangladesh. Therefore, it is suggested
for further research is to explore the determinants of tax revenue in other countries. Furthermore, due to a
lack of data and information, the study couldn't represent some factors that may have indirect or slight
effects on tax revenue. So, it is recommended for the next research to detect those factors and evaluate their
effects on tax revenue. Moreover, the study lacks other important and secret strategies to promote tax-
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revenue collection, thus recommending further research to examine those strategies and highlight the
current condition of the domestic as well as the global economy.

7. Research Implications and Conclusion

The study contributed to the significant theoretical and practical implications for the government bodies
and policymakers to improve tax-revenue collection.

Theoretically, the study witnessed gross domestic product, trade, and manufacturing as positive
determinants of tax revenue. First of all, normative theory or public expenditure theory (Samuelson, 1958)
emphasizes the tax collection process based on public expenditure, which is likely to be fulfilled by earning
income from trade, manufacturing, and other available means. Another one is the ability-to-pay theory
(Kimmel, 1961), which insists on domestic income for public tax revenue collection. This theory elucidates
that government tax revenue collection and domestic income are positively intertwined. That means it is
possible to increase public revenue by taxing domestic income. Integrating public expenditure and ability-
to-pay theories, we intend to extend theoretical contributions to improve tax-revenue collection. Therefore,
in line with theoretical implications, policymakers, and government bodies may focus on gross domestic
product, trade, and manufacturing to foster tax-revenue collection.

From a practical outlook, in Bangladesh, in the fiscal year 2024-25, tax revenue collection witnessed a
deficit. The government bodies still face difficulty in achieving their desired tax-revenue collection with
the current economic plight. In the study, gross domestic product, trade, and manufacturing were positive
tax-revenue determinants. Following the results of the study, government bodies, policymakers, and
concerned authorities may pay concentration on gross domestic product, manufacturing, and trade to
increase government tax revenue. Hence, to deal with the tax revenue deficit, the government should insist
on income tax accounting for GDP, custom tax accounting for trade, and promote the contribution and share
of manufacturing to GDP. Confirming transparency in the taxation process and focusing on other factors
for availing of a larger amount of public tax revenue is also important.
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