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Progressivity of Value Added Tax in 
Developing Countries: Empirical Evidence 
from Bangladesh
Designing and implementing a value added tax 
(VAT) in developing countries has been seen as 
one of the most vital tax policy reforms in the 
recent decades. The authors look at the issues 
surrounding the progressivity of VAT being 
higher for the lower-income groups and provide 
some policy recommendations that could help 
design a better VAT system in Bangladesh.

Designing and implementing a value added tax (VAT) 
in developing countries has been seen as one of the most 
vital tax policy reforms in the recent decades. However, 
implementing a well-designed VAT is always a difficult 
task as in most cases the progressivity of the tax seems to 
be higher for the people of low-income groups. The study 
forming the basis of this article measures the progressivity 
of a VAT using income data from the Household Income 
and Expenditure Survey 2005 in Bangladesh. As pre-
dicted, overall the VAT burden is found to be relatively 
high for people in lower-income groups as compared to 
the people of high-income groups. When the VAT ex-
emptions for certain goods and services are included, the 
results show a significant decrease in the VAT burden for 
the people of lower-income groups. However, the results 
change significantly when the progressivity of VAT is 
measured at both urban and rural levels. Comparing the 
results with and without VAT exemptions, the authors 
find that overall, the VAT in Bangladesh is regressive. 
However, it is more regressive without exemptions than 
with exemptions. Furthermore, VAT at the rural level 
is less regressive than at the urban level both with and 
without any exemptions. The study provides some policy 
recommendations that could help design a better VAT 
system in Bangladesh.

1.  Introduction

The rise of the value added tax (VAT) around the world 
has been one of the most important tax developments in 
the recent century (Bird, 2007). This tax is considered to 
have advantages compared with other taxes, because it 
eliminates cascading, allows for zero-rating of exports, 
and is difficult to evade (Le, 2003). VAT was first intro-
duced on an extensive scale in France in 1954. Since then 
more than 130 countries in the world adopted a VAT of 
some kind. According to Bird (2005), the principle rea-
sons for the rapid spread of this form of taxation were, 
firstly, the early adoption of this form of taxation in the 
European Union (EU) which played a key role in encour-
aging the implementation of the VAT in developing and 
transitional economies by the International Monetary 

Fund in particular and by the international agencies and 
advisors more generally. A properly designed VAT raises 
more revenue with less administrative and economic 
cost than other broadly based taxes. Furthermore, VAT 
avoids most of the negative features of the sales and excise 
taxes. It removes cascading, allowing the tax content of 
any product to be known with greater degree of certainty 
and thus leading to better resource allocation decisions as 
investment decisions can be made independent of the tax 
policies. Furthermore, VAT simplifies tax administration 
and increases efficiency in resource allocation.

Like many developing countries, Bangladesh introduced 
VAT in 1991 with a view to mobilize its internal revenue 
collection and to bring transparency to its indirect tax sys-
tem. The VAT was levied as a substitute for excise duties 
on most of the goods and services which were subjected 
to excise duty at that time. At present, VAT is a significant 
source of revenue in Bangladesh with more than 30% of 
revenue being collected through VAT and more impor-
tantly its contribution to the total revenue is increasing 
day by day (NBR Annual Report, 2009). However, it is 
usually argued that unlike income taxes, VAT is regressive 
in Bangladesh as it is applied at a uniform rate regardless 
of the size of income in which each individual enjoys the 
same levels of exemptions. The question arises then can 
the VAT be made more progressive or less regressive in 
Bangladesh? And, if yes, whether there is a need for a 
distinction between goods and services often consumed 
by the people of higher and lower-income groups to make 
the VAT more progressive. VAT experts suggest that 
shifting from the existing system of uniform VAT rate 
to a multiple VAT rate is another option that could help 
ease the burden of VAT for the people of lower-income 
groups. This article aims to answer these questions by 
measuring the progressivity of VAT in Bangladesh.
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2.  Progressivity of VAT

Economists often refer to taxes as “regressive” or “progres-
sive”, but the confusion over the terms’ meanings requires 
careful definitions. The definitions that most economists 
use rely on the average tax rate, that is, the ratio of tax li-
abilities to income. A tax is “regressive” if the average tax 
rate falls with an increase in income, “proportional” if the 
average tax rate is constant and “progressive” if the aver-
age tax rate rises with income. Simply put, lower-income 
people pay a higher fraction of their income in taxes than 
wealthier people if the tax is regressive and a lower frac-
tion of their income if the tax is progressive.

There have been some studies on the measurement of tax 
progressivity since the innovative works of Suits (1977) 
and Kakwani (1977). These measurements essentially rely 
on the idea of the Lorenz distribution of income and tax 
burden and the Gini concentration of inequality. This 
article measured the progressivity of VAT based on the 
effective and relative VAT burden on an individual vis-à-
vis monthly household income and per capita consump-
tion. A comparison between actual burden of VAT for 
both with and without exemptions was also carried out 
to examine whether VAT exemptions affect the level of 
income of people of various income groups. Furthermore, 
the Suits progressivity of VAT index was computed to 
ascertain the degree of progressivity of VAT burden at the 
national, rural and urban levels in Bangladesh.

2.1.  Progressivity of VAT in developing countries

Past studies have investigated the progressivity of VAT in 
developing countries. For instance, Gemmell and Mor-
rissey (2005) examine the effects of various taxes and tax 
structure reform on income distribution and the poor in 
the context of developing countries. The study finds that 
taxes on exports and goods consumed especially by the 
poor (e.g. kerosene) are those most consistently found 
to be regressive, whereas taxes on “luxury” items such 
as cars, beverages and alcohol are the most likely to be 
progressive. A World Bank (2003) study examines the in-
cidence of VAT and other indirect taxes in some African 
and Asian countries. The study finds that tax structures in 
these countries are progressive as most goods consumed 
by the poor are zero rated. Refaqat’s (2003) study used 
the Household Integrated Economic Survey (HIES) data 
to analyse the social incidence of VAT (known as general 
sales tax or GST) in Pakistan. The study finds that GST is 

Pakistan is slightly progressive as most of the items which 
are consumed by the poor are exempt from GST.

In Bangladesh, very little research has been undertaken 
to study the incidence of indirect taxes, particularly 
VAT. Chowdhury’s (1994) study was amongst the first to 
provide an estimate of the incidence analysis of indirect 
taxation between different sectors and socio-economic 
groups in Bangladesh. The study indicates the nominal 
tax incidence to be less than 1% for all sectors except for 
the industry (4.52%) and energy (18.47%) sectors. Effec-
tive tax incidences on the other hand, were more than 
1% for all sectors, which means that the industrial sector 
shifts almost half of its nominal tax liability to other sec-
tors. The study also finds that the incidence of indirect 
taxation on the poorest of the urban income groups is 
higher than that on the middle-income groups, but the 
incidence rises as income increases for the people living 
in rural areas. The First Taxation Enquiry Commission in 
1979 also performed a broad analysis of the incidence of 
taxation in Bangladesh, which identified the unequal tax 
burden in the rural and urban sectors. It showed that the 
average burden of direct taxes on households in the urban 
sector was 0.31% as against 0.14% in the rural sector. The 
study revealed that the effective tax rate on the urban 
sector was 2.21 times higher than the rural sector at that 
time (Kara Tadanta Commission, 1980). Hossain (1995) 
investigated the income-distributional implications of 
different VAT schemes in Bangladesh using Household 
Income Expenditure Survey Data 1985. The study finds 
that VAT is beneficial to the rich and harms the poor. 
The poorest group of urban areas loses the most, which 
is equivalent to about a 2.4% decrease of their total ex-
penditure. The richest group on the other hand benefits, 
which is equivalent to about a 6.6% increase of their total 
expenditure. In rural areas, the loss to the poorest group 
is 1.2% of their income, while the benefit to the richest 
group amounts to 4.6%.

3.  Overview of TAX Revenue and VAT in 
Bangladesh

In most developing countries, taxes are the primary 
sources of revenue for government. Bangladesh is no 
exception where tax revenue accounts for about 80% of 
total government revenue, and the VAT alone accounts 
for more than 35% of total tax revenue. As a developing 
nation, Bangladesh is still heavily reliant on indirect taxes 
(Sarker, 2006). Appendix 1 presents the share of tax rev-

Table 1: Tax revenue receipts of major taxes in Bangladesh – FY 2001/02 to 2009/10 (in BDT billion)
FY 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10
Income tax  41.01 47.91     52.7      58.5      69.6  89.24 110.05 135.38 171.54
VAT  69.61 80.73 85.75 106.05 123.98 136.83 170.13 201.16     241.4
Customs duty  53.52 58.81     73       80  82.35  82.79      93     95.7      94.1
Excise duty   3.05  3.14       1.7         1.5   1.63   1.85       2.13   2.37       3.5
Supplementary 
duty

 38.51 43.91     54.3      56  63.94  60.95      79.7  91.21 107.06

Others   1.72  3.25  3.05      2.95   3.06   3.13   4.69   4.18   3.97
Total 207.42     237.5    270.5     305 344.56 374.79     459.7    530 621.57
Source: Bangladesh Economic Review, 2009 (official data compiled by authors).
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enue in Bangladesh from fiscal year (FY) 1991/92 to FY 
2009/10. It shows that the bulk of revenue in Bangladesh 
is collected from the indirect taxes with the contribution 
of VAT as the highest. The amount of revenue collected 
by the National Board of Revenue (NBR) is shown in 
Table 1. The positive trend of NBR revenue is attributable 
mainly due to the success of the VAT.

3.1.  Background of VAT in Bangladesh

Since its inception in 1971, Bangladesh had a complex in-
direct tax system. The tax system relied too heavily on the 
taxation of imports which essentially taxed the raw mate-
rials and intermediate goods. The import-based taxation 
performed two related functions, i.e. revenue raising and 
protection of industries. The structure of taxation again 
afforded unintended protection to industries which was 
not justified on economic grounds. It thus encouraged 
inefficiencies in production and created an overwhelming 
anti-export bias. Since then, around 60% of the total tax 
revenue was collected from the import-based taxation. 
The system of excise taxation used for collecting revenue 
from domestic production and services was also badly 
flawed. The base was very narrow with too many rates 
and exemptions. In the absence of a credit mechanism 
substantial cascading was prevalent. There was also a lack 
of harmony in regard to the tax treatment of imports and 
domestically produced goods. The resultant effects of all 
these were that the tax- gross domestic product (GDP) 
ratio in Bangladesh was one of the lowest in the world 
and the system of taxation was inefficient, distortionary 
and inelastic. To overcome the obstacles and to mobilize 
internal resources, the Taxation Enquiry Commission 
officially took up the issue of introducing VAT in Ban-
gladesh as an alternative to sales tax. The main objectives 
behind introducing VAT in Bangladesh were:
– to bring transparency in the taxation system;
– to prohibit cascading taxation at different stages of 

production;
– to consolidate the tax administration;
– to activate the overall economy by mobilizing more 

in internal resources; and
– to bring consistency to the tax-GDP ratio.

3.2.  VAT mechanism and procedure

VAT in Bangladesh was introduced in July 1991, which 
operates under the legal framework of Value Added Tax 
Act 1991 (Act No. 22 of 1991) and Value Added Rules 
1991 made under Value Added Tax Act 1991 (Act No. 22 
of 1991) (National Board of Revenue, 1991a, 1991b). VAT 
applies as an indirect tax on consumption that is levied on 
the value addition of goods or services at each point in 
the chain of raw material stage to the final consumption. 
Personal end-consumers of products and services cannot 
recover VAT on purchases, but businesses are able to re-
cover VAT on the materials and services that they buy to 
make further supplies or sales directly or indirectly to the 
end-users. In this way, the total tax levied at each stage in 
the economic chain of supply is a constant fraction of the 
value added by a business to its products, and most of the 
cost of collecting the tax is borne by business, rather than 

by the exchequer. The VAT rate is 15% for all businesses 
or industrial units with an annual turnover of BDT 2.4 
million and above. In case where yearly turnover is less 
than BDT 2.4 million, the taxpayers can be registered as 
turnover taxpayers instead of VAT. However, in the case 
of cottage industry, turnover tax is extended and appli-
cable up to BDT 4 million.

3.3.  VAT base and rate

For the domestic supply of goods, the VAT is levied on 
the total price received or deemed to have been received 
by a taxpayer. These may include the value of raw mate-
rial, all costs of manufacture or production, profit and, 
where applicable, any charge, fee, all other duties and 
taxes except advance income tax and VAT. In case of ser-
vices, the VAT is levied on the total receipts for the supply 
of services including supplementary duty, and excluding 
VAT. On the other hand, in the case of imports, the VAT 
base is the total of the assessable value for customs duty, 
plus the amount of customs duty, supplementary duty 
and all other duties and taxes (if any), except advance 
income tax and VAT. The VAT in Bangladesh has a single 
rate of 15%, with exports being zero rated. As per the 
existing VAT laws, businesses supplying only exempted 
goods or services are not required to fulfil any VAT for-
malities. They do not charge VAT on their outputs, nor 
are they able to take credit for any input tax. On the other 
hand, those dealing with zero-rated transactions have to 
be registered and fulfil all the VAT formalities. No tax is 
chargeable on their zero-rated goods and services, but 
they can take a credit or refund for the input tax they have 
paid which relates to their zero-rated supplies.

3.4.  VAT registration and revenue

Since the introduction of VAT in Bangladesh in 1991, 
both VAT registrants and VAT revenue are increasing 
significantly. For instance, at the time of introduction, 
the total VAT registrants were only 48,000. However, 
after just 20 years (in FY 2009/10), the number of taxpay-
ers registered under VAT has reached 699,478. This was 
made possible because of the guidelines of the World 
Trade Organization (WTO) requiring trade liberaliza-
tion thereby forcing the Bangladesh government to re-
duce customs duties drastically. As such the government 
was forced to depend more on VAT revenue in order 
to reduce its dependency on foreign loans and foreign 
development assistance. The VAT has been instrumen-
tal in gradually mobilizing more domestic resources in 
line with the growth trend required for the economic 
development in Bangladesh. Chart 1 shows the trend of 
VAT collection as compared to total revenue collection in 
Bangladesh from FY 2001/02 to FY 2009/10.

VAT is collected at both the import stage and locally. At 
present, 80% of the total VAT is collected locally from 
ten major sectors. These include cigarettes, leafy tobacco, 
natural gas, telephone, construction companies and de-
velopers, source trade VAT (STV), and cement. At the 
import stage of collection, 80% of the total VAT is col-
lected from the importation of only six to seven major 
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sectors. These include petroleum, edible oil, plastic and 
plastic products, clinker and cement, motor car and other 
vehicles, and iron and iron products. The trend of VAT 
revenue from various sectors in Bangladesh is shown in 
Appendix 2.

4.  Data and Methods

To measure the progressivity of VAT in Bangladesh, the 
Household Income Expenditure Survey (HIES) 2005 data 
were used. Furthermore, data available from other gov-
ernment sources such as the National Board of Revenue 
(NBR) and Bangladesh Bank were also used. To measure 
the progressivity of VAT, the effective VAT rate was com-
puted on the following way:
effective VAT rate = [(actual VAT paid / per capita consumption) 
× 100] 

The effective VAT rate between different income groups 
indicates whether a tax system is progressive or regressive. 
The Relative Tax Burden Index is also computed, which is 
important to determine the progressiveness of a tax, and 
is defined as the ratio (expressed in percentage terms) 
of its share of total taxes to its share of total income. For 
this study to determine the progressiveness of VAT on 
individual expenditure items, the Relative Tax Burden 
Index for various income groups was computed. Finally, 
to calculate the VAT incidence at national, urban and 
rural levels, Suits’ Index of Progressivity was computed, 
which is expressed as:
Suits’ Index of Progressivity or Sx = 1– ( )

Where, Sx is the progressivity index, K is the area of the triangle 
and Lx is the covered area below the Lorenz curve.

4.1.  Unit of analysis

The individual income is a desirable unit when calcu-
lating the distribution of income and earning capabili-
ties. For the purpose of computation of total income and 
hence charging tax, income sources are classified into 
seven categories. These are salaries or wages, interest on 
securities, income from house property, income from 
agriculture, income from business or profession, capital 

gains, and income from other sources. Monthly per capita 
income of different groups has been taken into consider-
ation to determine the burden of VAT and the index of 
progressivity. For this study, income groups are divided 
into 19 groups according to monthly household per cap-
ita income earned starting from less than BDT 200 and 
ending at BDT 3,500 and above. To calculate the effective 
VAT rate, 12 income groups were used ranging from BDT 
3,999 and less, to BDT 20,000 and above.

5.  Results

Table 2 presents the effective VAT rates in Bangladesh 
and shows how the burden of the VAT varies with the 
changes in household income and per capita consump-
tion. The average effective tax rate is found to be 6.01%. 
However the rate increases as the income varies with the 
minimum of 4.56% for higher income range (i.e. BDT 
20,000 and above) to the maximum of 6.92% for lower 
income range (i.e. BDT 3,999 and less).

Table 2: Effective VAT rates in Bangladesh
Income range Per capita 

consumption
Actual 
VAT 
paid

Effective 
VAT rate

(BDT) (BDT) (BDT) (%)
 < 3,999  2,996.29 207.34 6.92
 4,000 –  4,999  4,757.51 319.70 6.72
 5,000 –  5,999  5,371.19 338.92 6.31
 6,000 –  6,999  6,055.52 352.43 5.82
 7,000 –  7,999  6,681.90 432.31 6.47
 8,000 –  8,999  7,367.67 450.90 6.12
 9,000 –  9,999  7,345.70 453.22 6.17
 10,000 – 12,499  8,940.37 540.89 6.05
 12,500 – 14,999 10,251.07 608.91 5.94
 15,000 – 17,499 11,971.06 713.47 5.96
 17,500 – 19,999 12,720.51 638.56 5.02
 20,000 and above 19,119.01  871.82 4.56
Average  8,631.00    494.03 6.01
Source: Household Income Expenditure Survey, 2005 (official data compiled 
by authors).

Chart 1:  VAT collection trend in Bangladesh – FY 2001/02 to 2009/10

Source: NBR Annual Report, 2009 (official data compiled by authors).

Lx

K
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The relative tax burden for VAT for each income group 
is shown in Table 3. It shows that the relative tax burden 
for VAT is higher for those who are in the lower monthly 
household per capita income groups. For instance, for 
the households earning less than BDT 200 as per capita 
income, the relative tax burden is 404%. On the other 
hand, for the households earning BDT 3,500 and above, 
the relative tax burden is on 63%. Similarly, the relative 
tax burden for VAT without exemptions is higher for 
those who are in the lower monthly household per capita 
income group with the relative tax burden for VAT being 
648% for those earning BDT 200 and less. However, for 
those earning BDT 3,500 and above the relative tax bur-
den for VAT without exemptions is only 54%.

Table 4 summarizes the results of the progressivity of 
VAT based on Suits’ Index at the national as well as urban 
and rural levels. It shows that overall the VAT in Bangla-
desh is regressive. However, it is more regressive without 
exemptions than with exemptions. Furthermore, VAT at 
the rural level is less regressive than at urban level both 
with and without any exemptions. This is because rural 
households tend to purchase a larger portion of goods 
and services from the informal retail sector, where the 
goods are either not taxed at all or are more lightly taxed. 

Hence, the VAT is less regressive in rural areas. When the 
VAT without exemptions is considered, it will be more 
regressive than the VAT with exemptions. Both urban 
and rural groups will have to bear more of the burden 
of the VAT without exemptions. This empirical study 
proved that, as is the nature of consumption taxes, the 
VAT is regressive with respect to income. Accordingly, 
the rich are bearing a lower VAT burden than the poor.

6.  Conclusion

The study examines the progressivity of VAT in 
Bangladesh using Household Income Expenditure 
Survey 2005 data. The study finds that the VAT 
burden in the lowest income range is 6.92%, which is 
extremely high given the fact that the VAT burden of 
the highest-income group is only 4.56%. The average 
effective VAT rate is 6.01%, which is also higher than 
that of the highest fourth income groups’ people. 
This means higher-income groups are bearing less of 
the VAT burden than the lower-income groups. The 
relative tax burden index on the other hand varied 
from the minimum of 63% to the maximum of 404% 
for the actual basis of the VAT. However, when 

Table 3: Relative burden index of VAT in Bangladesh
Monthly household per 
capita income
(BDT)

Income share With exemptions Without exemptions
Actual VAT share Relative burden 

of VAT
Actual VAT share Relative burden 

of VAT
(A) (B) (B/A) × 100 (C) (C/A) × 100

< 200   0.49   1.98 404   3.18 648
    200 –   249   0.89   2.09 234   3.03 340
    250 –   299   1.08   2.10 194   3.36 311
    300 –   349   1.27   2.13 168   3.07 242
    350 –   399   1.47   2.62 178   3.38 230
    400 –   449   1.66   2.49 150   3.29 198
    450 –   499   1.86   2.55 137   3.30 177
    500 –   599   2.15   2.94 136   3.46 161
    600 –   699   2.68   3.00 115   3.60 138
    700 –   799   2.92   3.58 123   3.88 133
    800 –   899   3.31   3.96 120   4.11 124
    900 –   999   3.70   4.03 108   4.37 118
  1,000 – 1,249   4.37   4.91 112   4.97 114
1,250 – 1,499   5.32   5.67 107   5.52 104
1,500 – 1,999   6.74   7.30 108   6.35  94
2,000 – 2,499   8.68   8.63  99   7.58  87
2,500 – 2,999  10.58  10.48  99   9.15  86
3,000 – 3,499  12.44  11.56  93   9.20  74
3,500 and above  28.39  17.98  63  15.20  54
Total 100 100 100
Source: Household Income Expenditure Survey, 2005 (official data compiled by authors).

Table 4: Suits’ Index of Progressivity for VAT in Bangladesh
Particulars With exemptions Without exemptions

National Urban Rural National Urban Rural
Lx 5851.281 5978.997 5845.342 6352.455 6420.530 6189.495
K     5000     5000     5000     5000     5000     5000
Sx   –0.170   –0.195   –0.169   –0.271   –0.284   –0.238 
Source: Faridy (2011).
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the incidence of the VAT was calculated without 
exemptions, the index varied from the minimum of 
54% to the maximum of 648%. The results of Suits’ 
Index of Progressivity showed that overall the VAT 
in Bangladesh is regressive. However, VAT is less 
regressive for the rural people than urban people, 
both with exemptions and without exemptions. 
Based on the findings, the study provides the 
following policy recommendations that could help 
design a better VAT system in Bangladesh. These 
are:
–  VAT in Bangladesh could be made less regressive 

by making a distinction between luxury goods 
and necessity goods. The government could 
tax more heavily those goods that account for 
a greater share of expenditure of the better-off 
members of society.

–  Extensive exemptions cause distortion and 
induce elements of tax evasion in the tax system. 
However, some exemptions are unavoidable. 
Hence, VAT exemptions in Bangladesh should 
be limited only to basic health services, public 
transport, agriculture and agro-based industries 
and government education.

–  A reasonably high threshold can help reduce 
the regressivity of VAT. It can also reduce the 
burden borne by the lower-income groups and 

ensure the equity of VAT. Even if a high threshold 
was applied, more revenue can be collected by 
close monitoring of the large taxpayers through 
risk-based audit programmes as a handful of 
large taxpayers contribute the most revenue in 
Bangladesh.

Achieving redistribution through VAT is a difficult 
policy undertaking in a developing country like 
Bangladesh. However, the progressivity of a tax 
is not all that matters when one evaluates the tax 
system. Redistribution, economic efficiency, the 
administrative efficacy and the revenue-raising 
potential to finance government expenditures are 
also important when considering the overall efficacy 
of the tax system. Although some may argue that 
“VAT is regressive and hurts the poor”, this should 
not be used to derail the process of continuous 
reform to the taxation system, and it should not be 
forgotten that any major revenue-augmenting tax 
reform is always expected to raise the tax liability of 
the people in direct or indirect ways. It is important 
to ensure that the government of Bangladesh has 
access to non-distorting revenue sources which 
will fund government spending and infrastructure 
programmes intended to benefit the country as a 
whole.
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 Appendix 1: Shares of tax revenue in Bangladesh 
(FY 1991/92 to FY 2009/10)

FY In-
come 
tax

VAT Im-
port 
duty

SD Ex-
cise 
duty

Other 
taxes

Total

% % % % % %
1991/92 17.61 23.61 37.37 00.71 19.1 1.60 100
1992/93 18.89 30.03 33.68 11.86 3.88 1.66 100
1993/94 18.95 30.53 33.18 13.92 1.76 1.66 100
1994/95 14.17 32.92 34.95 14.56 1.69 1.71 100
1995/96 13.58 34.06 33.18 16.07 1.71 1.40 100
1996/97 13.31 34.70 32.10 16.57 1.63 1.69 100
1997/98 14.21 33.47 33.02 16.50 1.50 1.30 100
1998/99 15.90 32.57 31.98 16.69 1.51 1.35 100
1999/00 17.27 34.19 28.12 17.58 1.73 1.11 100
2000/01 18.70 33.90 26.94 18.12 1.47 0.87 100
2001/02 19.80 33.33 25.60 18.57 1.40 1.30 100
2002/03 20.21 33.61 24.47 18.48 1.30 1.93 100
2003/04 19.51 31.70 26.98 20.07 0.62 1.12 100
2004/05 19.08 34.77 26.02 18.30 0.49 1.37 100
2005/06 20.23 35.48 23.90 18.55 0.47 1.37 100
2006/07 23.86 36.50 22.08 16.26 0.49 0.81 100
2007/08 23.47 37.00 20.23 17.33 0.46 1.51 100
2008/09 25.54 37.95 18.02 17.20 0.55 0.74 100
2009/10 27.59 38.84 15.13 17.22 0.56 0.66 100
Source: NBR Annual Reports, Government of Bangladesh (official data com-
piled by authors).

 Appendix 2: VAT revenue from major sectors in 
Bangladesh – FY 2005/06 to FY 2009/10 (in BDT 
10 million)

FY 2005/06 2006/07 2007/08 2008/09 2009/10
Sectors Revenue % Revenue % Revenue % Revenue % Revenue %
Cigarette 3,134.59 27.73 3,657.17 29.24  4,287.73 27.84  5,136.44 29.55  6,387.71 29.35
Gas 1,842.55 16.30 1,873.47 14.98  1,789.99 11.62  1,945.33 11.19  1,676.46  7.70
Telephone 1,748.30 15.46 1,582.12 12.65  2,809.25 18.24  2,101.61 12.09  2,433.98 11.18
Construction   939.03  8.31 1,078.36  8.62  1,133.93  7.36  1,468.00  8.65  1,937.89  8.90
Medicine   425.93  3.77   497.74  3.98    558.22  3.62    720.47  4.14    866.50  3.98
Source trade VAT   426.71  3.77   514.38  4.11    738.91  4.80    772.51  4.44  1,191.31  5.47
Electricity   276.51  2.45   335.03  2.68    443.37  2.88    461.99  2.66    381.49  1.75
Biri (local 
cigarette)

  215.69  1.91   221.41  1.77    263.43  1.71    265.70  1.53    251.62  1.16

Cement   130.31  1.15   191.08  1.53    158.39  1.03    243.87  1.40    301.67  1.39
Bricks    55.77  0.49    73.29  0.59     73.49  0.48     74.13  0.43     79.70  0.37
Edible oil    60.26  0.53    56.75  0.45     67.57  0.44     67.31  0.39     75.73  0.35
Tea    55.04  0.49    71.29  0.57     72.44  0.47    105.05  0.58    139.09  0.64
Shoes    28.85  0.26    34.77  0.28        –    –        –    –        –    –
Hotel    74.81  0.66    96.16  0.70    133.49  0.87    135.50  0.80    163.15  0.75
Total 9,414.35 83.28   1,0283 82.15 12,530.20 81.36 13,497.90 77.85 15,886.30 72.99 
Source: NBR Annual Reports, Government of Bangladesh (official data compiled by authors).

 


