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Abstract 
Capital market of Bangladesh is in a race of development; 
the growth of which has been significantly increasing 
since the last decade. The motivation of tax policy for 
bringing more participation of fund raisers into the capital 
market is relatively important to consider. Thus, the study 
on “The impact of companies' listing into capital market 
on national tax revenues: The case of Bangladesh” was 
founded on finding whether the curtailed tax liability 
percentage applicable to the listed companies relative to 
the unlisted companies is sufficient to face the tax 
revenue outputs from the listed companies relative to the 
unlisted companies. The study considered only the 
corporate tax of pre-IPO financial statements and 
post-IPO financial statements. The study has tried to 
discover the tax differences between the datasets in 
different paradigms. With data from feasible time frame, 
and application of feasible methodology, it has been 
found that, even if tax percentage is lower to listed 
companies than to unlisted companies, the average tax 
disbursed by the listed companies to government is much 
higher than the unlisted companies which indicates a very 
positive guideline to policymakers for motivating 
companies with curtailing tax percentage to another level 
and increasing number of listed companies and total tax 
revenues simultaneously.

1. Background of the Study

A robust financial system is prerequisite for 
economic development since it acts as a 
transmission channel of money from 
surplus to deficit unit. Building a nation 
with sustainable economic growth and a 
thriving economy requires an effective, 
well-developed financial system, which is 
where faster economic growth is typically 
observed. The size of the banking system 
and the liquidity of the stock markets tend 
to have a significant beneficial influence on 

economic expansion (Adekunle et al., 
2013). Thus, an efficient financial system 
works as a catalyst for the economic devel-
opment of a country. However, a country’s 
long-term investment is supposed to be 
met from the long-term fund. Stock market 
plays a vital role in such accumulation and 
dissemination of the long-term capital. 

In reality, a large number of public firms 
remain unlisted due to the inherent benefit 
of being unlisted. If we observe the follow-
ing graph, we can see that there is a signifi-
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In such a case, policy measures like favor-
able taxation could play a vital role in bring-
ing more companies to be listed in stock 
exchange. As of April 2023, the total 
number of registered companies in RJSC is 
around 2,08,013 whereas, number of listed 
companies in Dhaka Stock Exchange is 350, 
which is only 0.16% of the total number. 
The tendency of the unlisted companies to 
evade tax worsens the existing tax gap. For 
example, as per RJSC statistics, out of 
2,75,460 registered business entities, only 
1,67,100 companies hold TINs and of 
them, around 60 percentage are yet to 
submit tax returns. According to the report 
of Tax Justice of Network 2021, Bangladesh 
loses around $143 million tax every year to 
global tax abuse, which is around 0.79% of 
tax revenue. Of them, $118 million is lost 
due to tax abuse by multinational corpora-
tions and rest $26 million by private 
individuals. Thus, our Tax-to-GDP ratio is 
around 9 percent which is the lowest in 
South Asia. 

Currently the applicable tax rate for the 
listed and unlisted companies is around 20 
and 27.5 percentage respectively. However, 
a company which has floated more than 10 

percent of its shares through Initial Public 
Offering (IPO) enjoys 20 percentage but 
companies which have floated less than or 
equal to 10 percent shares through IPO 
need to pay 22.5 percent. The effective tax 
rate becomes higher due to the implication 
of some provisions in the tax laws as well as 
the deduction of tax at source. In addition, 
the listed companies face double taxation, 
with the first tax being paid before paying 
dividend as well as the dividend income tax 
paid by the investors. As the listed compa-
nies need to publish their financial state-
ments as well as for other disclosers, their 
chance of tax evasion is very negligible. The 
tax gap between listed and unlisted compa-
nies in Bangladesh are 7.5 percentage 
since 2020-21 though it was 10 percent-
age in 2006-07. 

This study reveals that whether this exemp-
tion of 7.5 percentage will have any signifi-
cant impact on the National Board Revenue 
(NBR). Although such exemption may 
resemble reduction of the gross tax receipt 
of the listed companies, it may not decrease 
the gross tax receipt of national coffers. 
Therefore, the listing of companies into 
capital market may have either effect on the 

national tax revenue, which is exactly the 
subject matter of the study. 

1.1 Rationale of the Study

Firstly, there is a low level of intuition of the 
respective authority to understand how 
public listing can impact the tax revenue 
which is why, the research is necessary. 
Secondly, the understanding of tax differ-
ence between two different statuses of 
companies i.e., pre-listing and post-listing, 
is necessary for the prospective companies 
who are about to step into Initial Public 
Offering (IPO). Finally, the study will help to 
identify the policy makers to have a 
nation-benefitted judgement while formu-
lating tax policy for the prospective compa-
nies so that they may have a positive enthu-
siasm to get enlisted into capital market. 

1.2 Research Question

What is the impact of companies' listing 
into capital market on national tax revenues 
of Bangladesh?

1.3 Research Objectives

In line with the research question, the study 
encompasses the following objectives:

Primary Objective:

*  To identify the impact of listing into 
capital market on national tax revenues of 
Bangladesh.

Secondary Objectives:
1. To explore the corporate tax growth of 

the companies after listing into capital 
market

2. To explore sector-wise gross payment 
to national coffers in pre-listing and 
post-listing periods

3. To explore year-wise growth rate of tax 
payment after listing into capital 
market

4. To identify the trend of government 
total tax collection and corporate tax 
collection

5. To find out how much companies are 
paying in tax per unit of sales

6. To find which methods of listing gener-
ate more tax to the government

Therefore, to understand the significance of 
the companies’ listing into capital market 
on the national tax revenue, this study will 
discover the corporate tax disbursement of 
the companies before and after listing in 
the capital market as well as to find out if 
the listing of companies can also increase 
the tax revenue of the national coffers.

2. Literature Review
A number of studies found the role of stock 
market on economic growth. A study 
conducted by Levine and Zervos (1998) 
revealed that both the development of 
stock markets and the banking system are 
positively and significantly connected to 
economic growth and are both reliable 
forecasters of it. Around the world, a devel-
oped and sizable stock market is seen as a 
sign of a nation's economic strength and 
future, as well as a measure of the confi-
dence of both local and foreign investors. A 
number of studies have also shown that 
there is a strong relationship between the 
growth of stock markets and economic 
expansion. Mishra et al. (2011) stretched in 
their study that the capital market of India 
works as a potential catalyst to the devel-
opment of the country. The two compo-
nents of capital market are stock market 
and debt market. To explore the magnitude 
of their effects on Malaysian economy, 
Nordin and Nordin (2016) found that 
compared to the debt market, the stock 
market is proven to have a stronger impact 
on the Malaysian economy. Moreover, the 
stock market has been proven to exert 
uni-directional causality on the economy, 
unlike the debt market. 

Tax is considered a significant instrument 
for navigating economic and social policies 
towards achieving economic growth. 
According to Ihendinihu et al. (2014), 
economic growth is significantly influenced 
by overall tax income. They further 
concluded that tax revenue and economic 
growth have a long-term equilibrium 
relationship. To analyze whether reduction 
of corporate tax increases the economic 
growth, Ferede and Dahlby (2012) 
conducted a study, where they found that 

slower economic growth and weaker 
private investment are both correlated with 
greater corporate income taxes. They 
further estimated that a reduction in the 
corporate tax rate of 1 percentage point 
corresponds to an increase in the yearly 
growth rate of 0.1 to 0.2 percentage points.

As capital market is a vital part of an econo-
my, policy measures impact the capital 
market to a great extent. To explore the 
short and long run effects of fiscal policy on 
US stock returns, Mbanga and Darrat 
(2015) found that there is a strong 
long-run (equilibrium) relation between 
stock prices with fiscal policy.  To under-
stand if any reform in fiscal and taxation 
systems have any impact on the capital 
market of China, Jiang et al. (2019) 
suggested that tax cuts and policy 
measures are required to stabilize capital 
markets and to ensure their active and 
sustainable development. To investigate 
the role that the capital market and fiscal 
policy play in influencing economic growth, 
Attari et al. (2014) discovered that 
substantial collection of direct tax income 
and expansion of financial market activity 
both significantly contribute to Pakistan's 
economy's growth. The activities of finan-
cial market have a significant positive 
impact on the tax revenue of the country. 
According to Akram (2016), the number of 
bank branches and market capitalization 
have a significant impact on the tax revenue 
of Pakistan. Similar study regarding wheth-
er financial system variables such as stock 
market development, banking develop-
ment, banking crisis and financial inclusion 
showed a crucial role in the tax revenue of 
Nigeria (Ajide and Bankefa, 2017).

Companies usually come to Initial Public 
Offering (IPO) to expand their business, 
with an expectation to increase their profit-
ability. According to a study conducted by 
Uyên (2011), around 75% of the compa-
nies in Vietnam witnessed an increase in 
Profit Before Tax after IPO.

To understand the statistical significance 
between the pre- and post- treatment for 
matched sample, Xu et al. (2017) used the 

paired t-test in their study. David et al. 
(2020) used paired t-test in analyzing if 
entrepreneurs have considerable positive 
growth both before and after five years of 
joining saving and credit associations.

Therefore, to the best of authors’ knowl-
edge, no study has been conducted to 
analyze the impact of companies’ listing 
into stock market on national tax revenue. 
Thus, the study has addressed this gap and 
explored the pre- and post-IPO effects on 
the national tax revenue of Bangladesh.

3. Methodology
The research mainly tried to focus on the 
tax differentials of the performance by 
taking into consideration the corporate tax 
of the companies. The study incorporated 
the data of the corporate tax before and 
after listing into the capital market. As 
showed in research methodology, sixty 
companies have been selected as inputs to 
the study. Three pre-listing years’ tax data 
(L-3 to L-1) and five post-listing years’ tax 
data (L+1 to L+5) have been considered for 
making the decision. Also, a separate 
section has been complemented to find out 
the Tax Sales Ratio for the sixty companies 
before and after listing into the capital 
market. The study analyzed the sector-wise 
corporate tax difference on listing event, 
total tax difference on listing event and 
finally, the listing-method wise tax differ-
ence.

Step 1: Defining the event properly and 
spectrum of the event

The event is “Date of Getting Listed into 
DSE”. Keeping that time as Time 0, the 
years ahead of Time 0 will be considered as 
“Average Tax After Listing” and those 
before Time 0 will be considered as “Aver-
age Tax Before Listing” datasets.

Again, corporate tax paid as percent of 
sales revenue is another tool of judging the 
implication of listing into the capital market 
on tax revenues. Thus, two similar windows 
of database will be created; “Average Tax to 
Sales Ratio Before Listing” termed as 
ATSRBL and “Average Tax to Sales Ratio 
After Listing” termed as ATSRAL.

Step 2: Selection of companies and data 
period and Sample Distribution

The study has considered companies that 
have been listed from 2011 to 2016 so that 
the research can consider L-3 to L+5 scope 
of datasets representing a total eight years 
of study, where L stands for Listing Year. 

The research has selected these companies 
based on the consistency of similar govern-
ment and policy measures on tax revenues. 
Fifteen sectors, as per the sectors classifi-
cation of Dhaka Stock Exchange, have been 
considered which constitute the 60 compa-
nies for this study. The sample distribution 
is shown below:

The Impact of Capital Market Listing of Companies on National Tax Revenues: The Case of Bangladesh

cant deviation between the number of 
companies listed and registration of new 

firms per year. This infers that a large 
number of firms remains unlisted. 
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In such a case, policy measures like favor-
able taxation could play a vital role in bring-
ing more companies to be listed in stock 
exchange. As of April 2023, the total 
number of registered companies in RJSC is 
around 2,08,013 whereas, number of listed 
companies in Dhaka Stock Exchange is 350, 
which is only 0.16% of the total number. 
The tendency of the unlisted companies to 
evade tax worsens the existing tax gap. For 
example, as per RJSC statistics, out of 
2,75,460 registered business entities, only 
1,67,100 companies hold TINs and of 
them, around 60 percentage are yet to 
submit tax returns. According to the report 
of Tax Justice of Network 2021, Bangladesh 
loses around $143 million tax every year to 
global tax abuse, which is around 0.79% of 
tax revenue. Of them, $118 million is lost 
due to tax abuse by multinational corpora-
tions and rest $26 million by private 
individuals. Thus, our Tax-to-GDP ratio is 
around 9 percent which is the lowest in 
South Asia. 

Currently the applicable tax rate for the 
listed and unlisted companies is around 20 
and 27.5 percentage respectively. However, 
a company which has floated more than 10 

percent of its shares through Initial Public 
Offering (IPO) enjoys 20 percentage but 
companies which have floated less than or 
equal to 10 percent shares through IPO 
need to pay 22.5 percent. The effective tax 
rate becomes higher due to the implication 
of some provisions in the tax laws as well as 
the deduction of tax at source. In addition, 
the listed companies face double taxation, 
with the first tax being paid before paying 
dividend as well as the dividend income tax 
paid by the investors. As the listed compa-
nies need to publish their financial state-
ments as well as for other disclosers, their 
chance of tax evasion is very negligible. The 
tax gap between listed and unlisted compa-
nies in Bangladesh are 7.5 percentage 
since 2020-21 though it was 10 percent-
age in 2006-07. 

This study reveals that whether this exemp-
tion of 7.5 percentage will have any signifi-
cant impact on the National Board Revenue 
(NBR). Although such exemption may 
resemble reduction of the gross tax receipt 
of the listed companies, it may not decrease 
the gross tax receipt of national coffers. 
Therefore, the listing of companies into 
capital market may have either effect on the 

national tax revenue, which is exactly the 
subject matter of the study. 

1.1 Rationale of the Study

Firstly, there is a low level of intuition of the 
respective authority to understand how 
public listing can impact the tax revenue 
which is why, the research is necessary. 
Secondly, the understanding of tax differ-
ence between two different statuses of 
companies i.e., pre-listing and post-listing, 
is necessary for the prospective companies 
who are about to step into Initial Public 
Offering (IPO). Finally, the study will help to 
identify the policy makers to have a 
nation-benefitted judgement while formu-
lating tax policy for the prospective compa-
nies so that they may have a positive enthu-
siasm to get enlisted into capital market. 

1.2 Research Question

What is the impact of companies' listing 
into capital market on national tax revenues 
of Bangladesh?

1.3 Research Objectives

In line with the research question, the study 
encompasses the following objectives:

Primary Objective:

*  To identify the impact of listing into 
capital market on national tax revenues of 
Bangladesh.

Secondary Objectives:
1. To explore the corporate tax growth of 

the companies after listing into capital 
market

2. To explore sector-wise gross payment 
to national coffers in pre-listing and 
post-listing periods

3. To explore year-wise growth rate of tax 
payment after listing into capital 
market

4. To identify the trend of government 
total tax collection and corporate tax 
collection

5. To find out how much companies are 
paying in tax per unit of sales

6. To find which methods of listing gener-
ate more tax to the government

Therefore, to understand the significance of 
the companies’ listing into capital market 
on the national tax revenue, this study will 
discover the corporate tax disbursement of 
the companies before and after listing in 
the capital market as well as to find out if 
the listing of companies can also increase 
the tax revenue of the national coffers.

2. Literature Review
A number of studies found the role of stock 
market on economic growth. A study 
conducted by Levine and Zervos (1998) 
revealed that both the development of 
stock markets and the banking system are 
positively and significantly connected to 
economic growth and are both reliable 
forecasters of it. Around the world, a devel-
oped and sizable stock market is seen as a 
sign of a nation's economic strength and 
future, as well as a measure of the confi-
dence of both local and foreign investors. A 
number of studies have also shown that 
there is a strong relationship between the 
growth of stock markets and economic 
expansion. Mishra et al. (2011) stretched in 
their study that the capital market of India 
works as a potential catalyst to the devel-
opment of the country. The two compo-
nents of capital market are stock market 
and debt market. To explore the magnitude 
of their effects on Malaysian economy, 
Nordin and Nordin (2016) found that 
compared to the debt market, the stock 
market is proven to have a stronger impact 
on the Malaysian economy. Moreover, the 
stock market has been proven to exert 
uni-directional causality on the economy, 
unlike the debt market. 

Tax is considered a significant instrument 
for navigating economic and social policies 
towards achieving economic growth. 
According to Ihendinihu et al. (2014), 
economic growth is significantly influenced 
by overall tax income. They further 
concluded that tax revenue and economic 
growth have a long-term equilibrium 
relationship. To analyze whether reduction 
of corporate tax increases the economic 
growth, Ferede and Dahlby (2012) 
conducted a study, where they found that 

slower economic growth and weaker 
private investment are both correlated with 
greater corporate income taxes. They 
further estimated that a reduction in the 
corporate tax rate of 1 percentage point 
corresponds to an increase in the yearly 
growth rate of 0.1 to 0.2 percentage points.

As capital market is a vital part of an econo-
my, policy measures impact the capital 
market to a great extent. To explore the 
short and long run effects of fiscal policy on 
US stock returns, Mbanga and Darrat 
(2015) found that there is a strong 
long-run (equilibrium) relation between 
stock prices with fiscal policy.  To under-
stand if any reform in fiscal and taxation 
systems have any impact on the capital 
market of China, Jiang et al. (2019) 
suggested that tax cuts and policy 
measures are required to stabilize capital 
markets and to ensure their active and 
sustainable development. To investigate 
the role that the capital market and fiscal 
policy play in influencing economic growth, 
Attari et al. (2014) discovered that 
substantial collection of direct tax income 
and expansion of financial market activity 
both significantly contribute to Pakistan's 
economy's growth. The activities of finan-
cial market have a significant positive 
impact on the tax revenue of the country. 
According to Akram (2016), the number of 
bank branches and market capitalization 
have a significant impact on the tax revenue 
of Pakistan. Similar study regarding wheth-
er financial system variables such as stock 
market development, banking develop-
ment, banking crisis and financial inclusion 
showed a crucial role in the tax revenue of 
Nigeria (Ajide and Bankefa, 2017).

Companies usually come to Initial Public 
Offering (IPO) to expand their business, 
with an expectation to increase their profit-
ability. According to a study conducted by 
Uyên (2011), around 75% of the compa-
nies in Vietnam witnessed an increase in 
Profit Before Tax after IPO.

To understand the statistical significance 
between the pre- and post- treatment for 
matched sample, Xu et al. (2017) used the 

paired t-test in their study. David et al. 
(2020) used paired t-test in analyzing if 
entrepreneurs have considerable positive 
growth both before and after five years of 
joining saving and credit associations.

Therefore, to the best of authors’ knowl-
edge, no study has been conducted to 
analyze the impact of companies’ listing 
into stock market on national tax revenue. 
Thus, the study has addressed this gap and 
explored the pre- and post-IPO effects on 
the national tax revenue of Bangladesh.

3. Methodology
The research mainly tried to focus on the 
tax differentials of the performance by 
taking into consideration the corporate tax 
of the companies. The study incorporated 
the data of the corporate tax before and 
after listing into the capital market. As 
showed in research methodology, sixty 
companies have been selected as inputs to 
the study. Three pre-listing years’ tax data 
(L-3 to L-1) and five post-listing years’ tax 
data (L+1 to L+5) have been considered for 
making the decision. Also, a separate 
section has been complemented to find out 
the Tax Sales Ratio for the sixty companies 
before and after listing into the capital 
market. The study analyzed the sector-wise 
corporate tax difference on listing event, 
total tax difference on listing event and 
finally, the listing-method wise tax differ-
ence.

Step 1: Defining the event properly and 
spectrum of the event

The event is “Date of Getting Listed into 
DSE”. Keeping that time as Time 0, the 
years ahead of Time 0 will be considered as 
“Average Tax After Listing” and those 
before Time 0 will be considered as “Aver-
age Tax Before Listing” datasets.

Again, corporate tax paid as percent of 
sales revenue is another tool of judging the 
implication of listing into the capital market 
on tax revenues. Thus, two similar windows 
of database will be created; “Average Tax to 
Sales Ratio Before Listing” termed as 
ATSRBL and “Average Tax to Sales Ratio 
After Listing” termed as ATSRAL.

Step 2: Selection of companies and data 
period and Sample Distribution

The study has considered companies that 
have been listed from 2011 to 2016 so that 
the research can consider L-3 to L+5 scope 
of datasets representing a total eight years 
of study, where L stands for Listing Year. 

The research has selected these companies 
based on the consistency of similar govern-
ment and policy measures on tax revenues. 
Fifteen sectors, as per the sectors classifi-
cation of Dhaka Stock Exchange, have been 
considered which constitute the 60 compa-
nies for this study. The sample distribution 
is shown below:
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In such a case, policy measures like favor-
able taxation could play a vital role in bring-
ing more companies to be listed in stock 
exchange. As of April 2023, the total 
number of registered companies in RJSC is 
around 2,08,013 whereas, number of listed 
companies in Dhaka Stock Exchange is 350, 
which is only 0.16% of the total number. 
The tendency of the unlisted companies to 
evade tax worsens the existing tax gap. For 
example, as per RJSC statistics, out of 
2,75,460 registered business entities, only 
1,67,100 companies hold TINs and of 
them, around 60 percentage are yet to 
submit tax returns. According to the report 
of Tax Justice of Network 2021, Bangladesh 
loses around $143 million tax every year to 
global tax abuse, which is around 0.79% of 
tax revenue. Of them, $118 million is lost 
due to tax abuse by multinational corpora-
tions and rest $26 million by private 
individuals. Thus, our Tax-to-GDP ratio is 
around 9 percent which is the lowest in 
South Asia. 

Currently the applicable tax rate for the 
listed and unlisted companies is around 20 
and 27.5 percentage respectively. However, 
a company which has floated more than 10 

percent of its shares through Initial Public 
Offering (IPO) enjoys 20 percentage but 
companies which have floated less than or 
equal to 10 percent shares through IPO 
need to pay 22.5 percent. The effective tax 
rate becomes higher due to the implication 
of some provisions in the tax laws as well as 
the deduction of tax at source. In addition, 
the listed companies face double taxation, 
with the first tax being paid before paying 
dividend as well as the dividend income tax 
paid by the investors. As the listed compa-
nies need to publish their financial state-
ments as well as for other disclosers, their 
chance of tax evasion is very negligible. The 
tax gap between listed and unlisted compa-
nies in Bangladesh are 7.5 percentage 
since 2020-21 though it was 10 percent-
age in 2006-07. 

This study reveals that whether this exemp-
tion of 7.5 percentage will have any signifi-
cant impact on the National Board Revenue 
(NBR). Although such exemption may 
resemble reduction of the gross tax receipt 
of the listed companies, it may not decrease 
the gross tax receipt of national coffers. 
Therefore, the listing of companies into 
capital market may have either effect on the 

national tax revenue, which is exactly the 
subject matter of the study. 

1.1 Rationale of the Study

Firstly, there is a low level of intuition of the 
respective authority to understand how 
public listing can impact the tax revenue 
which is why, the research is necessary. 
Secondly, the understanding of tax differ-
ence between two different statuses of 
companies i.e., pre-listing and post-listing, 
is necessary for the prospective companies 
who are about to step into Initial Public 
Offering (IPO). Finally, the study will help to 
identify the policy makers to have a 
nation-benefitted judgement while formu-
lating tax policy for the prospective compa-
nies so that they may have a positive enthu-
siasm to get enlisted into capital market. 

1.2 Research Question

What is the impact of companies' listing 
into capital market on national tax revenues 
of Bangladesh?

1.3 Research Objectives

In line with the research question, the study 
encompasses the following objectives:

Primary Objective:

*  To identify the impact of listing into 
capital market on national tax revenues of 
Bangladesh.

Secondary Objectives:
1. To explore the corporate tax growth of 

the companies after listing into capital 
market

2. To explore sector-wise gross payment 
to national coffers in pre-listing and 
post-listing periods

3. To explore year-wise growth rate of tax 
payment after listing into capital 
market

4. To identify the trend of government 
total tax collection and corporate tax 
collection

5. To find out how much companies are 
paying in tax per unit of sales

6. To find which methods of listing gener-
ate more tax to the government

Therefore, to understand the significance of 
the companies’ listing into capital market 
on the national tax revenue, this study will 
discover the corporate tax disbursement of 
the companies before and after listing in 
the capital market as well as to find out if 
the listing of companies can also increase 
the tax revenue of the national coffers.

2. Literature Review
A number of studies found the role of stock 
market on economic growth. A study 
conducted by Levine and Zervos (1998) 
revealed that both the development of 
stock markets and the banking system are 
positively and significantly connected to 
economic growth and are both reliable 
forecasters of it. Around the world, a devel-
oped and sizable stock market is seen as a 
sign of a nation's economic strength and 
future, as well as a measure of the confi-
dence of both local and foreign investors. A 
number of studies have also shown that 
there is a strong relationship between the 
growth of stock markets and economic 
expansion. Mishra et al. (2011) stretched in 
their study that the capital market of India 
works as a potential catalyst to the devel-
opment of the country. The two compo-
nents of capital market are stock market 
and debt market. To explore the magnitude 
of their effects on Malaysian economy, 
Nordin and Nordin (2016) found that 
compared to the debt market, the stock 
market is proven to have a stronger impact 
on the Malaysian economy. Moreover, the 
stock market has been proven to exert 
uni-directional causality on the economy, 
unlike the debt market. 

Tax is considered a significant instrument 
for navigating economic and social policies 
towards achieving economic growth. 
According to Ihendinihu et al. (2014), 
economic growth is significantly influenced 
by overall tax income. They further 
concluded that tax revenue and economic 
growth have a long-term equilibrium 
relationship. To analyze whether reduction 
of corporate tax increases the economic 
growth, Ferede and Dahlby (2012) 
conducted a study, where they found that 

slower economic growth and weaker 
private investment are both correlated with 
greater corporate income taxes. They 
further estimated that a reduction in the 
corporate tax rate of 1 percentage point 
corresponds to an increase in the yearly 
growth rate of 0.1 to 0.2 percentage points.

As capital market is a vital part of an econo-
my, policy measures impact the capital 
market to a great extent. To explore the 
short and long run effects of fiscal policy on 
US stock returns, Mbanga and Darrat 
(2015) found that there is a strong 
long-run (equilibrium) relation between 
stock prices with fiscal policy.  To under-
stand if any reform in fiscal and taxation 
systems have any impact on the capital 
market of China, Jiang et al. (2019) 
suggested that tax cuts and policy 
measures are required to stabilize capital 
markets and to ensure their active and 
sustainable development. To investigate 
the role that the capital market and fiscal 
policy play in influencing economic growth, 
Attari et al. (2014) discovered that 
substantial collection of direct tax income 
and expansion of financial market activity 
both significantly contribute to Pakistan's 
economy's growth. The activities of finan-
cial market have a significant positive 
impact on the tax revenue of the country. 
According to Akram (2016), the number of 
bank branches and market capitalization 
have a significant impact on the tax revenue 
of Pakistan. Similar study regarding wheth-
er financial system variables such as stock 
market development, banking develop-
ment, banking crisis and financial inclusion 
showed a crucial role in the tax revenue of 
Nigeria (Ajide and Bankefa, 2017).

Companies usually come to Initial Public 
Offering (IPO) to expand their business, 
with an expectation to increase their profit-
ability. According to a study conducted by 
Uyên (2011), around 75% of the compa-
nies in Vietnam witnessed an increase in 
Profit Before Tax after IPO.

To understand the statistical significance 
between the pre- and post- treatment for 
matched sample, Xu et al. (2017) used the 

paired t-test in their study. David et al. 
(2020) used paired t-test in analyzing if 
entrepreneurs have considerable positive 
growth both before and after five years of 
joining saving and credit associations.

Therefore, to the best of authors’ knowl-
edge, no study has been conducted to 
analyze the impact of companies’ listing 
into stock market on national tax revenue. 
Thus, the study has addressed this gap and 
explored the pre- and post-IPO effects on 
the national tax revenue of Bangladesh.

3. Methodology
The research mainly tried to focus on the 
tax differentials of the performance by 
taking into consideration the corporate tax 
of the companies. The study incorporated 
the data of the corporate tax before and 
after listing into the capital market. As 
showed in research methodology, sixty 
companies have been selected as inputs to 
the study. Three pre-listing years’ tax data 
(L-3 to L-1) and five post-listing years’ tax 
data (L+1 to L+5) have been considered for 
making the decision. Also, a separate 
section has been complemented to find out 
the Tax Sales Ratio for the sixty companies 
before and after listing into the capital 
market. The study analyzed the sector-wise 
corporate tax difference on listing event, 
total tax difference on listing event and 
finally, the listing-method wise tax differ-
ence.

Step 1: Defining the event properly and 
spectrum of the event

The event is “Date of Getting Listed into 
DSE”. Keeping that time as Time 0, the 
years ahead of Time 0 will be considered as 
“Average Tax After Listing” and those 
before Time 0 will be considered as “Aver-
age Tax Before Listing” datasets.

Again, corporate tax paid as percent of 
sales revenue is another tool of judging the 
implication of listing into the capital market 
on tax revenues. Thus, two similar windows 
of database will be created; “Average Tax to 
Sales Ratio Before Listing” termed as 
ATSRBL and “Average Tax to Sales Ratio 
After Listing” termed as ATSRAL.

Step 2: Selection of companies and data 
period and Sample Distribution

The study has considered companies that 
have been listed from 2011 to 2016 so that 
the research can consider L-3 to L+5 scope 
of datasets representing a total eight years 
of study, where L stands for Listing Year. 

The research has selected these companies 
based on the consistency of similar govern-
ment and policy measures on tax revenues. 
Fifteen sectors, as per the sectors classifi-
cation of Dhaka Stock Exchange, have been 
considered which constitute the 60 compa-
nies for this study. The sample distribution 
is shown below:

The Impact of Capital Market Listing of Companies on National Tax Revenues: The Case of Bangladesh



Journal of Financial Markets and Governance 19

Step 3: Data Collection  

The data of corporate tax amount and 
sales revenue is considered the prime 
information for the research. On 
identification of any confusion in taxation 
criteria, total corporate tax is considered 
as the only subject of interest of this 
analysis. For collection of tax and sales 
information, audited financial report is 
used for post-listing tax data. On the other 
hand, the pre-listing tax and sales 
information is collected from prospectus of 
the companies.

Step 4: Test of Hypothesis

For the overall statistical techniques and 
their application and interpretation of the 
study, the following hypothesis hold for the 
entire study: 

H0: There exists no relationship between 
listing into the capital market and tax 
disbursement to government.

H1: There exists relationship between 
listing into the capital market and tax 
disbursement to government.

In this step, three statistical techniques 
that have been used:

In such a case, policy measures like favor-
able taxation could play a vital role in bring-
ing more companies to be listed in stock 
exchange. As of April 2023, the total 
number of registered companies in RJSC is 
around 2,08,013 whereas, number of listed 
companies in Dhaka Stock Exchange is 350, 
which is only 0.16% of the total number. 
The tendency of the unlisted companies to 
evade tax worsens the existing tax gap. For 
example, as per RJSC statistics, out of 
2,75,460 registered business entities, only 
1,67,100 companies hold TINs and of 
them, around 60 percentage are yet to 
submit tax returns. According to the report 
of Tax Justice of Network 2021, Bangladesh 
loses around $143 million tax every year to 
global tax abuse, which is around 0.79% of 
tax revenue. Of them, $118 million is lost 
due to tax abuse by multinational corpora-
tions and rest $26 million by private 
individuals. Thus, our Tax-to-GDP ratio is 
around 9 percent which is the lowest in 
South Asia. 

Currently the applicable tax rate for the 
listed and unlisted companies is around 20 
and 27.5 percentage respectively. However, 
a company which has floated more than 10 

percent of its shares through Initial Public 
Offering (IPO) enjoys 20 percentage but 
companies which have floated less than or 
equal to 10 percent shares through IPO 
need to pay 22.5 percent. The effective tax 
rate becomes higher due to the implication 
of some provisions in the tax laws as well as 
the deduction of tax at source. In addition, 
the listed companies face double taxation, 
with the first tax being paid before paying 
dividend as well as the dividend income tax 
paid by the investors. As the listed compa-
nies need to publish their financial state-
ments as well as for other disclosers, their 
chance of tax evasion is very negligible. The 
tax gap between listed and unlisted compa-
nies in Bangladesh are 7.5 percentage 
since 2020-21 though it was 10 percent-
age in 2006-07. 

This study reveals that whether this exemp-
tion of 7.5 percentage will have any signifi-
cant impact on the National Board Revenue 
(NBR). Although such exemption may 
resemble reduction of the gross tax receipt 
of the listed companies, it may not decrease 
the gross tax receipt of national coffers. 
Therefore, the listing of companies into 
capital market may have either effect on the 

national tax revenue, which is exactly the 
subject matter of the study. 

1.1 Rationale of the Study

Firstly, there is a low level of intuition of the 
respective authority to understand how 
public listing can impact the tax revenue 
which is why, the research is necessary. 
Secondly, the understanding of tax differ-
ence between two different statuses of 
companies i.e., pre-listing and post-listing, 
is necessary for the prospective companies 
who are about to step into Initial Public 
Offering (IPO). Finally, the study will help to 
identify the policy makers to have a 
nation-benefitted judgement while formu-
lating tax policy for the prospective compa-
nies so that they may have a positive enthu-
siasm to get enlisted into capital market. 

1.2 Research Question

What is the impact of companies' listing 
into capital market on national tax revenues 
of Bangladesh?

1.3 Research Objectives

In line with the research question, the study 
encompasses the following objectives:

Primary Objective:

*  To identify the impact of listing into 
capital market on national tax revenues of 
Bangladesh.

Secondary Objectives:
1. To explore the corporate tax growth of 

the companies after listing into capital 
market

2. To explore sector-wise gross payment 
to national coffers in pre-listing and 
post-listing periods

3. To explore year-wise growth rate of tax 
payment after listing into capital 
market

4. To identify the trend of government 
total tax collection and corporate tax 
collection

5. To find out how much companies are 
paying in tax per unit of sales

6. To find which methods of listing gener-
ate more tax to the government

Therefore, to understand the significance of 
the companies’ listing into capital market 
on the national tax revenue, this study will 
discover the corporate tax disbursement of 
the companies before and after listing in 
the capital market as well as to find out if 
the listing of companies can also increase 
the tax revenue of the national coffers.

2. Literature Review
A number of studies found the role of stock 
market on economic growth. A study 
conducted by Levine and Zervos (1998) 
revealed that both the development of 
stock markets and the banking system are 
positively and significantly connected to 
economic growth and are both reliable 
forecasters of it. Around the world, a devel-
oped and sizable stock market is seen as a 
sign of a nation's economic strength and 
future, as well as a measure of the confi-
dence of both local and foreign investors. A 
number of studies have also shown that 
there is a strong relationship between the 
growth of stock markets and economic 
expansion. Mishra et al. (2011) stretched in 
their study that the capital market of India 
works as a potential catalyst to the devel-
opment of the country. The two compo-
nents of capital market are stock market 
and debt market. To explore the magnitude 
of their effects on Malaysian economy, 
Nordin and Nordin (2016) found that 
compared to the debt market, the stock 
market is proven to have a stronger impact 
on the Malaysian economy. Moreover, the 
stock market has been proven to exert 
uni-directional causality on the economy, 
unlike the debt market. 

Tax is considered a significant instrument 
for navigating economic and social policies 
towards achieving economic growth. 
According to Ihendinihu et al. (2014), 
economic growth is significantly influenced 
by overall tax income. They further 
concluded that tax revenue and economic 
growth have a long-term equilibrium 
relationship. To analyze whether reduction 
of corporate tax increases the economic 
growth, Ferede and Dahlby (2012) 
conducted a study, where they found that 

slower economic growth and weaker 
private investment are both correlated with 
greater corporate income taxes. They 
further estimated that a reduction in the 
corporate tax rate of 1 percentage point 
corresponds to an increase in the yearly 
growth rate of 0.1 to 0.2 percentage points.

As capital market is a vital part of an econo-
my, policy measures impact the capital 
market to a great extent. To explore the 
short and long run effects of fiscal policy on 
US stock returns, Mbanga and Darrat 
(2015) found that there is a strong 
long-run (equilibrium) relation between 
stock prices with fiscal policy.  To under-
stand if any reform in fiscal and taxation 
systems have any impact on the capital 
market of China, Jiang et al. (2019) 
suggested that tax cuts and policy 
measures are required to stabilize capital 
markets and to ensure their active and 
sustainable development. To investigate 
the role that the capital market and fiscal 
policy play in influencing economic growth, 
Attari et al. (2014) discovered that 
substantial collection of direct tax income 
and expansion of financial market activity 
both significantly contribute to Pakistan's 
economy's growth. The activities of finan-
cial market have a significant positive 
impact on the tax revenue of the country. 
According to Akram (2016), the number of 
bank branches and market capitalization 
have a significant impact on the tax revenue 
of Pakistan. Similar study regarding wheth-
er financial system variables such as stock 
market development, banking develop-
ment, banking crisis and financial inclusion 
showed a crucial role in the tax revenue of 
Nigeria (Ajide and Bankefa, 2017).

Companies usually come to Initial Public 
Offering (IPO) to expand their business, 
with an expectation to increase their profit-
ability. According to a study conducted by 
Uyên (2011), around 75% of the compa-
nies in Vietnam witnessed an increase in 
Profit Before Tax after IPO.

To understand the statistical significance 
between the pre- and post- treatment for 
matched sample, Xu et al. (2017) used the 

paired t-test in their study. David et al. 
(2020) used paired t-test in analyzing if 
entrepreneurs have considerable positive 
growth both before and after five years of 
joining saving and credit associations.

Therefore, to the best of authors’ knowl-
edge, no study has been conducted to 
analyze the impact of companies’ listing 
into stock market on national tax revenue. 
Thus, the study has addressed this gap and 
explored the pre- and post-IPO effects on 
the national tax revenue of Bangladesh.

3. Methodology
The research mainly tried to focus on the 
tax differentials of the performance by 
taking into consideration the corporate tax 
of the companies. The study incorporated 
the data of the corporate tax before and 
after listing into the capital market. As 
showed in research methodology, sixty 
companies have been selected as inputs to 
the study. Three pre-listing years’ tax data 
(L-3 to L-1) and five post-listing years’ tax 
data (L+1 to L+5) have been considered for 
making the decision. Also, a separate 
section has been complemented to find out 
the Tax Sales Ratio for the sixty companies 
before and after listing into the capital 
market. The study analyzed the sector-wise 
corporate tax difference on listing event, 
total tax difference on listing event and 
finally, the listing-method wise tax differ-
ence.

Step 1: Defining the event properly and 
spectrum of the event

The event is “Date of Getting Listed into 
DSE”. Keeping that time as Time 0, the 
years ahead of Time 0 will be considered as 
“Average Tax After Listing” and those 
before Time 0 will be considered as “Aver-
age Tax Before Listing” datasets.

Again, corporate tax paid as percent of 
sales revenue is another tool of judging the 
implication of listing into the capital market 
on tax revenues. Thus, two similar windows 
of database will be created; “Average Tax to 
Sales Ratio Before Listing” termed as 
ATSRBL and “Average Tax to Sales Ratio 
After Listing” termed as ATSRAL.

Step 2: Selection of companies and data 
period and Sample Distribution

The study has considered companies that 
have been listed from 2011 to 2016 so that 
the research can consider L-3 to L+5 scope 
of datasets representing a total eight years 
of study, where L stands for Listing Year. 

The research has selected these companies 
based on the consistency of similar govern-
ment and policy measures on tax revenues. 
Fifteen sectors, as per the sectors classifi-
cation of Dhaka Stock Exchange, have been 
considered which constitute the 60 compa-
nies for this study. The sample distribution 
is shown below:
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Table 1: Sample Distribution of Sectors

Name of Sectors Number of Companies 

Paper & Printing 1 

IT Sector 1 

Travel & Leisure 2 

Telecommunications 1 

Engineering 11 

Life Insurance 2 

Insurance 1 
Fuel & Power 5 

Services and Real Estate                             1 

Financial Institutions 2 

Textiles 20 

Food & Allied 3 

Pharmaceuticals and Chemicals 5 

Cement 1 

Miscellaneous 4 

Total 60 
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Descriptive Statistics: The descriptive 
statistics help to find out the essential 
information about the means, standard 
deviation, minimum and maximum of data 
set. This information is necessary to know 
the ranges, volatility levels, and means of 
the two datasets for two types of 
paradigms of research. 

Paired T-Tests: The paired t-test helps to 
test the hypothesis whether there exists 
any significant difference between the 
means of the datasets before and after the 
listing. For this t-test, the hypotheses are: 

H0: There exists no difference between the 
means of Average Tax Before Listing 
(ATBL) datasets and Average Tax After 
Listing (ATAL) datasets.

H1: There exists difference between the 
means of Average Tax Before Listing 
(ATBL) datasets and Average Tax After 
Listing (ATAL) datasets.

Again, for understanding the relative 
percentage 

F-Tests: In this study, F-test has been used 
for checking the hypothesis for finding the 
existence of any significant difference 
between the variances of the datasets. If 
the hypothesis is proved, it can be 
concluded that there exists a relation 
between listing into the capital market and 
tax disbursement to government. The 
hypotheses are: 

H0: There exists no difference between the 
variance of ATBL datasets and ATAL 
datasets.

H1: There exists difference between the 
variance of ATBL datasets and ATAL 
datasets.

With 95% confidence interval, all of the 
datasets for both ATBL datasets and ATAL 
datasets are to be statistically tested to get 
to the ultimate decision with holding the 
hypotheses.

Again, Tax Sales Ratio is the second 
parameter to judge the relevance of tax 
with respect to sales for increasing the 
robustness of the idea behind tax 
difference on the event of listing into the 
capital market. Similar to the earlier 
methodology, the hypotheses are:

H0: There exists no difference between the 
means of Average Tax Sales Ratio Before 
Listing (ATSRBL) datasets and Average Tax 
Sales Ratio After Listing (ATSRAL) 
datasets.

H1: There exists difference between the 
means of Average Tax Sales Ratio Before 
Listing (ATSRBL) datasets and Average Tax 
Sales Ratio After Listing (ATSRAL) 
datasets.

Step 5: Data analysis

In this part, few steps will be done to 
analyze the study and reach to the 
hypothesis approval.

Step 1: The total tax disbursed to the 
government before listing and after listing 
will be calculated.

Step 2: Sector-wise total corporate tax 
disbursed to government before listing and 
after listing will be calculated.

Step 3: Sector-wise total corporate tax 
growth from before listing to after listing 
will be calculated.

Step 4: Total government collection growth 
will be compared with total corporate tax 
growth after listing for five years.

Step 5: Growth of total tax (year-wise) 
disbursed to government on the basis of 
average pre-listing tax disbursement will 
be calculated. 

Step 6: Categorizing the 60 companies into 
High Cap (Above BDT 1,000 Crore), Mid 
Cap (BDT 300 to 999 crore), and Low Cap 
(BDT 10 lacs to 299 crore), the total tax 
disbursed to government before listing and 
after listing will be calculated.

The Impact of Capital Market Listing of Companies on National Tax Revenues: The Case of Bangladesh
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After doing this, Phase 2 of hypothesis 
analysis will be done. The basic big data of 
average corporate tax before listing and 
average corporate tax after listing will be 
summarized.

Step 1: The datasets will be arranged 
industry-wise.

Step 2: Graphically represent overall 
average corporate tax before listing and 
average corporate tax after listing.

Step 3: Graphically represent industry-wise 
average corporate tax before listing and 
average corporate tax after listing.

Step 4: Graphically represent the ATBL, 
ATAL, ATSRBL and ATSRAL as per the Fixed 
Pricing Method (FPM) and Book Building 
Method (BBM) to find out which method is 

more dominant in disbursing tax revenue 
to the government.

Step 5: Provide summary statistics to 
understand the central tendency and 
dispersion of the average datasets.

Step 6: Generate lognormal values for the 
average datasets for testing the hypothesis 
in a better way.

Step 7: Summarize the t-test values to 
understand the significance at 95% 
confidence interval.

Step 8: Summarizing the F-test values to 
understand the difference between the 
variances at 95% confidence intervals.

This is therefore the brief methodology 
that will be followed to understand the data 
and research question.

Gourav Roy | Md. Adnan Ahmed | Tamanna Islam

4. Theoretical Framework from Company’s Perspective

 

Land  Labor  Capital  Entrepreneurship  

Raising Fund to Increase Capital Base 

Through Listing into Capital Market Remain Unlisted 

Expansion, Debt Repayment, Increasing Market 
Share, Tax Benefit etc. 

Objectives 

Increased Revenue Possible 
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Compliance 
Requirements 

Obligation 

Higher Profit Before Tax 

Higher Tax Payment 

Money Market and Alternative 
Sources 

Inputs to Business  

Figure 2: Theoretical Framework of the Study
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The concept of identifying the impact of 
listing into the capital market on national tax 
revenues in Bangladesh comes with the very 
initial stage of factors of a business. We 
know that, a business is a compound of land, 
labor, capital, and entrepreneurship. When a 
business wants to run the operation and 
expand its activities, it must raise fund. And, 
when a business raises fund, it popularly has 
different sources to consider. Noticeably, a 
business can collect fund from own money, 
friends, relatives, banks, NBFIs, NGOs, 
alternative financing, and capital market. 
And, when a business gets listed into the 
capital market, surely it gets higher 
potential to be known in public, and expand 
its operation and scopes. Thus, a business 
gets higher potentials to profit. And when a 
business makes bigger profit, under 
regulations of central authorities, a business 
contributes to the national corporate tax 
revenues more than before. 

Basically, this is the theoretical framework 
for the study.

5. Analysis and Findings

This research has mainly tried to focus on 
the tax differentials of the performance by 
taking into consideration the corporate tax 
of the companies. The study incorporated 
the data of the corporate tax before listing 
into the capital market and after listing into 
the capital market. As showed in research 
methodology, sixty companies have been 
judged as input to the study. Three 
pre-listing years’ tax data (L-3 to L-1) and 
five post-listing years’ tax data (L+1 to L+5) 
has been considered for making the 
decision. Also, a separate study has been 
done to find out the Tax Sales Ratio for the 
sixty companies before listing into the 
capital market and after listing into the 
capital market. The study analyzed the 
sector-wise corporate tax difference on 
listing event, total tax difference on listing 
event and finally, the listing-method wise tax 
difference.

5.1 Analysis Tree Diagram:

As discussed earlier, the average tax paid to 
the government is calculated in two dimen-
sions; one by averaging the pre-listing 
corporate taxes, and the other by averaging 
the post-listing corporate taxes. Also, sales 
revenue has been considered for finding 
out the exact tax relative to sales consider-
ing the listing event which is a different 
dimension to come to the conclusion about 

tax difference on event of listing into the 
capital market.
5.2 Total Tax Analysis
This section will mainly cover few 
segments of studies that briefly provide 
some key identification of the analysis and 
that will help to go to a summary conclu-
sion on a gross perspective.

Figure 3: Analysis Tree Diagram

Note: 
ATAL stands for Average Tax After Listing
ATBL stands for Average Tax Before Listing
ATSRAL stands for Average Tax Sales Ratio After Listing
ATSRBL stands for Average Tax Sales Ratio Before Listing
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5.2.1 Total Tax Difference

Considering pre-listed 3 years and 
post-listed 3 years, this difference can be 
identified between the two groups; before 

listing and after listing. We will see that 
there exists 110% growth from before 
listing to after listing.

Figure 4: Total Corporate Tax Disbursed to Government Before and
After Listing (BDT in Million)

Source: Authors’ Calculation
Note: *TTBL stands for Total Tax Before Listing (L-3 to L-1) and *TTAL stands for Total Tax After 
Listing (L+1 to L+3)
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5.2.2 Sector-wise Total Corporate Tax Before Listing and After Listing

The sector-wise total corporate tax before listing and after listing is shown in the follow-
ing table:

 Name of Sectors Number of Companies TTBL TTAL
Paper & Prin�ng 1 56.5 54.9
IT Sector 1 31.5 32.0
Travel & Leisure 2 245.0 1082.8
Telecommunica�ons 1 41.0 445.9
Engineering 11 1593.5 2537.0
Life Insurance 2 5.7 21.0
Insurance 1 12.6 60.7
Fuel & Power 5 31.0 360.9
Services and Real Estate 1 130.5 241.9
Financial Ins�tu�ons 2 151.9 227.4
Tex�les 20 739.4 1914.9
Food & Allied 3 110.3 216.1
Pharmaceu�cals and Chemicals 5 719.4 813.3
Cement 1 199.4 470.7
Miscellaneous 4 96.2 273.2
Total 60



Journal of Financial Markets and Governance24

Figure 5: Sector-wise Total Corporate Tax Growth from Before Listing to After Listing

Figure 6: Year-wise Growth of Total Tax from Before Listing to After Listing
(with respect to Average Pre-Listing tax)

The Impact of Capital Market Listing of Companies on National Tax Revenues: The Case of Bangladesh

5.2.3 Sector-wise Total Corporate Tax Growth from Before Listing to After Listing

The sector-wise total corporate tax growth from before listing to after listing is shown in 
the following chart:

In this figure, except for paper and printing sector, all the other sectors show that growth 
is massive with respect to corporate tax from before listing to after listing.

5.2.4 Year-wise Growth of Total Tax from Before Listing to After Listing

Considering the average tax before listing as the base data, the year-wise growth of total 
tax from before listing to after listing has been calculated.

The study shows that the L+1 hit the growth more than 90% from average pre-listed tax 
disbursement. It decreased in L+2 subsequently keeping a constant growth around 20% 
in L+5.
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It is seen that the growth of after listing 
corporate tax is much higher than the 
growth of the collection of the government 
in each year.

5.2.6 Market Capitalization-wise Corpo-
rate Tax Difference between Before 
Listing and After Listing 

For the sake of multilateral analysis on 
finding different impacts and essence of 

corporate tax difference, it was necessary 
to know how much tax difference occurs 
with respect to market capitalization as of 
today.

The study segregated the sample compa-
nies into three categories based on their 
market capitalization. Total tax paid by the 
companies before three years of listing and 
after three years of listing has been plotted 
in the following graph:

Figure 7: Total Government Collection Growth vs Corporate Tax Growth

Figure 8: Market Capitalization-wise Difference in Corporate Tax Payment between
Before Listing and After Listing (BDT in Million)
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5.2.5 Government’s Total Collection Growth vs Corporate Tax Growth

In this section, the study will try to discover the essence of corporate tax as one of the 
contributors of government’s total collection sources and represent the growth of year 
wise corporate tax disbursed to the growth of total collection.
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Figure 9: All Industries’ Average Tax Disbursement from Listing into
Capital Market (BDT in Million)

Figure 10: All Industries’ Average Tax Sales Ratio based on Listing into Capital Market

Based on the above graph, high market 
capitalization companies paid around BDT 
4,194.65 million tax after listing into 
capital market whereas it was BDT 
1,722.51 million before listing. Medium 
market capitalization companies paid 
around BDT 2,689.25 million after listing 
against 1,535.55 million before listing. Low 
market capitalization companies paid 
around BDT 1,923.58 million after listing 
against BDT 930.06 million before listing. 

Thus, it can be inferred from the graph that 
High, Mid, and Low market capitalization 
companies witnessed 143.52%, 75.13% 
and 106.82% corporate tax growth after 
listing into capital market.  

5.3 Total Corporate Tax Consideration 
(Irrespective of Sectors)

Irrespective of sectors of Dhaka Stock 
Exchange, this category of analysis will 
take into consideration all the companies 
that were listed between 2011 to 2016. 
The result shows that Average Total Tax 
Before Listing is 1,388,537,434 Taka and 
Average Total Tax After Listing is 
3,040,355,269 Taka. Thus, additional tax 
that the government is getting from the 
event of listing into the capital market 
specifically from corporate tax is 
1,651,817,834 Taka.

When Tax Sales Ratio is calculated based 
on the average of L-3 to L-1 as Average Tax 
Sales Ratio Before Listing (ATSRBL) and 
the average of L+1 to L+5 as Average Tax 

Sales Ratio After Listing (ATSRAL), the 
results show that ATSRAL is higher than 
ATSRBL. The following chart will illustrate 
the findings:
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Figure 11: Average Tax Disbursed on Listing in Book Building Method (BDT in million)

Figure 12: Average Tax Disbursed on Listing in Fixed Pricing Method (BDT in Million)

The tax disbursement from all the 60 
companies listed from 2011 to 2016 in the 
capital market of Bangladesh show that 
after listing into the capital market, the tax 
flow to national revenue is much higher 
than the time when the companies were 
not listed.

5.4 Total Corporate Tax Consideration 
(Respective to Methods of Listing)

As there are two types of methods for 
listing into the capital market; one is Book 

Building Method and the other is Fixed 
Pricing Method, the study will try to find 
out which method of listing into the capital 
market disburses higher tax amount to the 
government. it can be evidenced that, in 
Book Building Method, the average tax 
before listing disbursed to the government 
in the form of corporate tax is BDT 1,216.2 
million and average tax after listing is BDT 
2,593.4 million. Therefore, in Book Building 
Method, ATAL is higher that ATBL by BDT 
1,377.2 million.

When Fixed Pricing Method is applied, the 
ATBL is BDT 172 million and ATAL is BDT 
447 million. Thus, additional tax disbursed 

due to listing into the capital market is BDT 
275 million.

If the pricing methods are compared 
between each other, the following bar chart 
will show the comparative statement on 

the profitable method for revenue 
disbursement perspective to government:
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Figure 13: Average Tax Disbursement to Government based on
Pricing Strategy (BDT in Million)

The study shows that Book Building Method 
has been more dominant in contributing 
higher amount of tax revenue to the 
government. And in the pricing strategies, 

ATAL is always higher than ATBL.
While considering the Tax Sales Ratio, the 
pricing strategies will also react in the 
following styles:

So, we see that Fixed Pricing Method is 
much better in consideration of Tax Sales 
Ratio for disbursing higher amount of tax 
revenues to the government.

5.5 Total Corporate Tax Consideration 
(Respective to Sectors)
With respective to the companies which 
were listed from 2011 to 2016, sixty 
companies, on the availability of informa-

tion, were considered in the study which 
are constituents of different sectors of 
Dhaka Stock Exchange (DSE). The study 
tried to know which sector dominated in 
disbursing corporate tax revenue to the 
government. The following table will show 
the corporate tax revenue focusing on 
different sectors’ ATBL and ATAL and 
ATSRBL and ATSRAL.
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Figure  14: ATSRBL vs ATSRAL (BBM)  Figure  15: ATSRBL vs ATSRAL (FPM)
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Table 3: Sector-wise ATBL, ATAL, ATSRBL and ATSRAL

Figure 16: Sector-wise ATBL vs ATAL (In Millions of BDT)

From the above table, the clear representa-
tion of the average tax disbursed to the 
government in the form of corporate tax 

before the listing period and after the 
listing period will be displayed in the follow-
ing charts:
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Source: Authors’ Calculation
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Figure 17: Sector-wise ATSRBL vs ATSRAL

Table 4: Descriptive Statistics for ATBL and ATAL (In Millions of BDT)

As of the sectors of Dhaka Stock Exchange, 
this category of analysis considers the 
corporate taxes of different companies. 
This part will judge which sector has 
performed in what level with respect to 
corporate taxes in L-3 to L+5 spectrum. 
The study shows that both ATAL and 
ATSRAL are higher than ATBL and ATSRBL 
in almost all of the sectors.

5.6 Descriptive Statistics 

In this section of analysis, a basic under-
standing of the datasets will be provided 
where the companies’ tax information and 
TSR information will be summarized and 
showed in descriptive statistics.

5.6.1 Descriptive Statistics for ATBL and 
ATAL (In Millions of BDT)

We see that there has been a drastic differ-
ence between parameters like Mean, 
Standard Deviation (SD), Minimum, and 
Maximum values between the datasets of 
ATSRBL and ATSRAL representing the 
possibility of having a significant difference 
between the datasets.

5.7 Paired t-test for Finding Difference 
between Means

For finding out whether there exists any 
significant difference between the means, 
Paired T-test is performed for the study. 
With 95% confidence interval, the test 
shows the following results for the two 
datasets; one is between ATBL and ATAL 
and the other is between ATSRBL and 
ATSRAL

The Impact of Capital Market Listing of Companies on National Tax Revenues: The Case of Bangladesh
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Table 6: Paired t-test between ATBL and ATAL

Table 7: Paired t-test between ATSRBL and ATSRAL

5.7.1 Paired t-test between ATBL and ATAL
For testing the hypothesis, the corporate 
tax data before listing and after listing were 
converted to lognormal datasets. Thus, two 

datasets named lnATBL and lnATAL were 
created, upon whic, the test was run and 
the following key outputs were found:

The result shows that the null hypothesis 
(H0) should be rejected. That means, there 
exists significant difference between the 
means of ATBL and ATAL. Thus, it can be 
said that the average corporate tax 
disbursed to government after listing into 
the capital market is higher than average 
corporate tax disbursed to government 
before listing into the capital market.
5.7.2 Paired t-test between ATSRBL and 
ATSRAL

For identifying the relative corporate tax 
disbursed to government to sales revenue, 
this extension of the study was done. It will 
increase the robustness of the idea regard-
ing actual tax level that companies are 
paying before and after listing into the 
capital market. The two datasets created 
here are ATSRBL and ATSRAL. For testing 
the hypothesis, paired t-test was run on 
these two variables. The result shows the 
following outcomes:

The result shows that the null hypothesis 
should be rejected. That means, there 
exists significant difference between the 
means of ATSRBL and ATSRAL. Thus, it can 
be said that the average corporate tax 
disbursed to government relative to sales 
revenue after listing into the capital market 
is higher than average corporate tax 
disbursed to government relative to sales 
revenue before listing into the capital 
market.

5.8 F-test for Finding Difference between 
Variances

The F-test is used to hypothesize if there is 
any significant difference between the 
variances of the datasets. If the hypothesis 
is proved, it can be concluded that there 
exists a significant difference between the 
variances of the ATAL and ATBL datasets. 
With 95% confidence interval, the following 
outputs were found:

Source: Authors’ Calculation

Source: Authors’ Calculation

Journal of Financial Markets and Governance 31

Gourav Roy | Md. Adnan Ahmed | Tamanna Islam

Variables 

Paired t-test 

t value 
Two-tailed p value 

(95% confidence interval) 

lnATBL and lnATAL -4.6299 0.0000 

Variables 

Paired t-test 

t value 
Two-tailed p value 

(95% confidence interval) 

ATSRBL and ATSRAL -2.1634 - 0.0346 



Table 8: F-test for Finding Difference between Variances

Thus, it can be concluded that the null 
hypothesis is rejected. With 95% confi-
dence interval, the p-value is 0.0000 which 
strongly accepts the alternative hypothesis 
of having significant difference between the 
variance of the datasets.

5.9 Summary of the Findings

5.9.1 Based on Secondary Objectives

1. In the total tax analysis, there exists 
110% growth from before listing to 
after listing. This is a clear indication 
that the tax disbursement from non-list-
ed companies is much lower than the 
tax disbursement from the listed 
companies.

2. Except for paper and printing sector, all 
the other sectors show that growth is 
massive with respect to corporate tax 
from before listing to after listing.

3. The year-wise corporate tax growth 
basing the average pre-listed corporate 
tax is much higher over the years.

4. The government’s collection growth is 
lower than the yearly corporate tax 
collection growth representing its 
prospect in the future if number of listed 
companies can be increased.

5. It is also seen that the corporate tax 
disbursed by the high-market capital-
ized companies are much higher than 
mid-market capitalized and low-market 
capitalized companies

6. In case of ATSRBL and ATSRAL, except 
for cement, pharmaceuticals & chemi-
cals, food & allied, financial institutions, 
services & real estate, travel & leisure, 
and IT sector, other sectors provided 
higher ATSRAL comparing to respective 
ATSRBL.

7. Though Book Building Method’s tax 
difference multiple is lower comparing 
to Fixed Pricing Method (FPM), the net 
tax disbursed to government is very 
high in this method comparing to FPM. 

5.9.2 Based on Primary Objective

The t-test and F-test showed significant 
difference between means and variances 
that rejected the null hypotheses. Thus, we 
can state that there is a positive and statis-
tically significant impact of listing into 
capital market on national tax revenues of 
Bangladesh.

6. Conclusion and Recommendations

A sound financial system is prerequisite for 
a balanced economy. The Digital Bangla-
desh is stepping towards a Smart Bangla-
desh. Thus, the contribution of capital 
market in accumulating the capital neces-
sary for the continuous development of the 
country needs no elaboration. Tax plays a 
vital role in catering to this development of 
the country.  Thus, if the tax rate is favor-
able, more companies will come into the 
capital market. This will further boost the 
tax revenue of the country as the listed

Source: Authors’ Calculation
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Variables 

Variance Ratio Test 

F value 
Two-tailed p value 

(95% confidence interval)
 

lnATBL and lnATAL 3.3214 0.0000 



companies need to have a transparent 
accounting system, necessary for the 
adequate tax payment. Therefore, this 
study has been undertaken to explore the 
tax receipt of national coffers from listed 
companies in order to make a recommen-
dation to formulate conducive tax policy.

Despite the 7.5 percentage gap between 
listed and unlisted companies, the total 
tax, TSR, and average total tax payment 
from listed companies is larger than those 
of unlisted companies. In such cases, the 
following recommendations can be 
conveyed based on this study:

 The corporate tax paid by the compa-
nies after listing is significantly higher 
than the tax paid when companies were 
not listed. Thus, to encourage the 
companies to get listed, an official index 
of dignitary companies should be 
evolved. The concept of dignitary 
companies is like putting an official 

value to every company which are listed 
and having higher market capitalization 
with respect to governmental support 
and help when required. In national 
level crisis moments, operation expen-
ditures may mount up. That time, a 
company with high index value will get 
facility from government with priority.

 As listed companies need to publish 
their audited financial statement and 
other credentials, this lessens the 
chance of tax evasion. The study saw 
that even 20% corporate tax liability 
required for listed companies proved a 
higher corporate tax disbursement to 
government than 27.5% corporate tax 
liability of non-listed companies. So, a 
difference of tax liability higher than 
7.5% can be considered by the policy 
makers. Also, the following comparable 
countries’ corporate tax rates can be 
considered:

So, Bangladesh can also reduce it only for 
the listed companies.

• It has been observed while communi-
cating with many non-listed and listed 
companies that compliance relaxation 
has been another reason for encourag-
ing companies to remain non-listed. 
Thus, government must strictly monitor 
whether non-listed companies follow 
the below basic acts (except for those 
unrelated to business type):

o Companies Act 1994
o The Partnership Act, 1932

o The Societies Registration Act 1860
o The Trade Organization Ordinance, 

1961
o The Contract Act, 1872
o The Sale of Goods Act, 1930
o The Bank Companies Act, 1991
o The Bankruptcy Act, 1997
o The Islamic Development Bank Act, 

1975
o The Money Loan Courts Act, 2003
o The Financial Institutions Act, 1993
o The Negotiable Instruments Act, 

1881
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Countries Corporate Tax Rate 
India 15% 
UK 19% 
USA (Federal) 21% 
USA (State) 1%-12% 
Maldives 15% 
Kuwait 15% 



o The Investment Board Act, 1989
o The Foreign Private Investment 

(Promotion & Protection) Act, 1980
o The Labour Code, 2006
o The Patents and Designs Act, 1911
o Trade Marks Act, 2009
o The Consumer Rights Protection Act, 

2009
o The Imports and Exports (Control) 

Act, 1950
o The Patents and Designs Act, 1911
o Trade Marks Act, 2009
o The Insurance Act, 2010
o The insurance Development & 

Control Authority Act, 2010
o The Insurance Corporations Act, 

1973
o Income Tax Ordinance 1984

 Submission of a separate audit report 
should be made compulsory to the 
non-listed companies alike the listed 
companies. This will encourage the 
transparency of the compliance of the 
necessary laws related to the sustaining 
and following of basic laws to run 
business in the country and social 
betterment. This will minimize the gap 
that the non-listed companies find in 
compliance issues between a listed and 
non-listed company. 

 In case of running Public-Private-Part-
nership projects with joint ventures, it 
can be an order from the government 
that companies must be listed into the 
capital market.

 As of the SDG goals and government’s 
most Fastrack plans, companies in 
relevant industries can be relaxed from 
tax burdens for few years after listing as 
per their priority 

 It can be mandated to issue equity for 
companies which are unicorn compa-
nies in Bangladesh. Also, considering 
asset size and liability portion of annual 
reports of non-listed companies, those 
who have high debt ratio with central-
ized sources should be monitored and 
incentivized for issuing equity in capital 
market.

 It has been seen that Environmental, 
Social and Governance (ESG) compli-
ance is significantly lower in non-listed 
companies, which is found in the 
outcome of oral interviews of the 
non-listed companies’ representatives. 
So, when ESG will be mandated to be 
followed by every company, they will 
find no difference in being unlisted or 
getting listed into the capital market.
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