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ABSTRACT

The objective of this study is to empirically investigate how tax incentives affect three significant
economic indicators in Bangladesh: tax revenue, Gross Domestic Product (GDP), and Foreign
Direct Investment (FDI), using the Neoclassical Growth Model. The study collected data from
secondary sources covering a period of 10 years from 2014 to 2023. The data was analyzed using
the Ordinary Least Squares (OLS) multiple regression test, which was used to test the developed
hypotheses. The result found that tax revenue is positive and insignificantly associated with tax
incentives. GDP is positive and significantly influenced by tax incentives. On the other hand, FDI
inflows are negative and insignificantly associated with tax incentives. The study's findings will
help the government and policymakers to serve the interests of investors, including both foreign
and local, and understand how they benefit from tax incentives.
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development.
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1.0 Introduction

Tax incentives are identified as tax rules that deviate from the normal procedures of tax impartiality and
fairness, which are intended to attract both foreign and local investment (Minh Ha et al,, 2022). In the current
global economic landscape, emerging countries are continually faced with the challenge of promoting economic
development while offering tax incentives to investors. Hence, tax incentives have proven to be a vital policy for
governments everywhere, facilitating the attraction of investment, fostering economic development, and
enhancing competitiveness amid growing global interdependence (Pecho et al,, 2024). The fiscal instruments
through which ordinary tax practices are diverged to grant some advantage to selected activities, sectors, or
regions are central to economic development policy for emerging economies and South Asia as a whole (Stotsky,
2024).

The fundamental logic of tax incentives is straightforward: reducing fiscal burdens associated with
certain economic activities can stimulate investment, enhance productivity, and ultimately yield superior
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economic performance from the foregone taxes (Wang et al., 2024). Tax incentives are a broad array of fiscal
instruments, ranging from tax holidays to lower tax rates to accelerated depreciation of depreciable assets to
investment tax credits to tax exemptions from some taxes (OECD, 2025). In emerging countries, they are
generally believed to be crucial to pulling in foreign direct investment (FDI) in a highly competitive global
investing environment (Stotsky, 2024). According to Pecho et al. (2024), well-designed tax incentives can
substantially promote investment in the manufacturing sector when an economy has sound institutional
foundations. In South Asia, with its rapidly expanding economies and transforming industrial landscapes, tax
incentives have emerged as key instruments of economic policy. South Asian countries like Bangladesh, India,
Pakistan, and Sri Lanka have utilized some tax incentives to address investment attraction, promote export-
based sectors, and bring about economic diversification (Razzaque et al., 2024).

The case of Bangladesh is particularly useful for analyzing the effectiveness of tax incentives, given the
significant economic changes observed over the last three decades. The country has achieved steady GDP
growth, a significant reduction in poverty incidence, and a remarkable improvement in human development
indicators (World Bank, 2024). Recently, the Bangladesh Investment Development Authority (BIDA) has
implemented a range of tax incentive programs for specific industries, locations, and types of investment. They
include income tax holidays for companies, reduced tax on export-oriented manufacturing, and incentives for
special economic zones (BIDA, 2024).

1.1 Statement of problem and research gap

Most previous research has shown how tax incentives influence other variables, and it has examined the
relationship between two variables individually: tax incentives and economic development (Appiah-Kubi et al.,
2021; Babatunde et al.,, 2017; Siyanbola et al.,, 2017). The gap is most pronounced in developing economies,
where tax revenue losses in the short term and long-term economic gains are critical for policy formulation
(Begum, 2024). Additionally, the economic recovery following the COVID-19 pandemic has sparked renewed
interest in fiscal policy instruments, particularly tax incentives, as mechanisms for economic stimulation and
structural change (Mooij et al,, 2020). Thus, it is essential to comprehend the diverse effects of tax incentives for
effective policy formulation in recent times (Mataba et al., 2023).

In Bangladesh, there are various tax incentives for various taxpayers, such as companies, individuals,
business organizations, etc. They are getting a tax advantage, but in most cases, they deny the tax or they do not
report the tax filing appropriately (Chowdhury & Hossain, 2019). As a result, every year there is a huge amount
of deficit in government revenue, and a huge amount of borrowing is required. In Bangladesh, in most cases,
especially the people who belong to the wealthy and elite class, they willingly avoid taxes. They exploit the
inappropriate practice of tax avoidance, and individuals who provide government services conceal their real
properties and other taxable assets by leveraging the power of a government servant (Ahmed, 2019). It is also
noticeable that the government provides various tax incentives. However, the taxpayers are not aware of this,
and they miss the opportunities (Ahmed, 2019). There is another problem that creates discrimination during
the classification of people based on their various attributes, such as age, children and dependents, and living
standards, because there is not the same balance between the income of these groups of people (Hassan &
Prichard, 2016).

Despite the implementation of tax incentives in Bangladesh and other developing countries, there is a
lack of comprehensive empirical studies on their effectiveness. Although various studies have examined specific
aspects of tax policy implications, few have estimated the effect of tax incentives on key economic indicators,
including tax receipts, GDP growth, and foreign direct investment (Okoth, 2023; Salma et al., 2023). Therefore,
this research aims to bridge this gap by providing a comprehensive empirical analysis of the effect of tax
incentives on three key economic performance variables: tax revenue, GDP growth, and FDI inflows for
Bangladesh, using econometric analysis of data from 2014 to 2023.

The research has a number of contributions to prior research. Firstly, it provides fresh empirical
evidence on the effectiveness of tax incentives, utilizing contemporary data that reflects economic behavior
following the global financial crisis. Secondly, it conducts multi-outcome analysis, offering a broader picture
regarding the tax incentive effect beyond studies with a single variable. Thirdly, it contributes to the sparse
literature on South Asian tax policy effectiveness, offering insights and policy advice for regional policy learning
and formation.

2.0 Literature review and hypothesis development
2.1 Tax revenue

The amount of money the government earns through taxes is not just counted as revenue, but also
depends on various factors, including people’s lifestyle, economic development, foreign investment, and the
country's employment rate (Minh Ha et al, 2022). The government undertakes various initiatives for the
country's development, including infrastructure development, regular maintenance, defense, education, and
healthcare expenses. To execute these activities, the government requires a substantial amount of money, with
the majority of the budget derived from taxes, which the government records as tax revenue (Ewa et al,, 2020).
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Taxes that the government collects have a direct impact on the expenditure because they define the boundary of
expenses. When there is a deficit in the yearly budget, the amount that is in deficit needs to be collected through
loans or donations from various organizations. However, if they understand how much of their deficit budget
can be covered by loans or donations, they will manage their budget accordingly; otherwise, they cannot extend
the budget, as tax revenue is limited (Ojong et al., 2016).

The ultimate goal of taxation is to meet the public demand and help with the various activities of
government. For the economy, tax is regarded as a major revenue source since it is collected from citizens of the
country, companies, and foreign investors. In the era of globalization, governments need to reduce the tax rates
for a particular sector so that investors, including local and foreign, can invest their money, which helps to
manage the economy perfectly (Basheer et al., 2019). Tax incentives must be balanced between encouraging
compliance and spurring economic activity without compromising revenue growth to the government (Angeles
& Ramirez, 2014). By reducing the tax burden, incentives can play a crucial role for firms to expand, increase
production, and ultimately provide more taxes in the future, further expanding the revenue base (Ewa et al,,
2020). Hence, the study developed the following hypothesis to test the impact of tax incentives on tax revenue.

H1: Tax incentives have a positive and significant impact on tax revenue.

2.2 Economic growth

In developing countries like Bangladesh, the government plays a crucial role because of various
limitations, including limited capital, and initiatives undertaken by private authorities are insufficient to
promote economic growth. When the government provides a budget for the country, the majority of the portion
comes from taxation (Chukwuebuka & Obiora, 2018). Various sectors influence a country's economic growth,
including investment, government expenditure, interest rates, consumption, and taxation. Among those factors,
taxation has a significant impact on the economy's changes (Akanbi, 2020). When countries measure the size of
economic growth over time, it is referred to as economic growth. Economic growth occurs when a country's
production capacity increases. The measurement of growth is the total value of goods and services produced by
a country over a specified period, within its borders. In simple terms, it is referred to as Gross Domestic Product
(GDP).

When a particular year produces goods and services in greater quantities than the previous year, it is
referred to as economic growth (Akhor & Ekundayo, 2016). When the tax incentive is given, extra money saved
outside of the incentive, which does not have to be paid, can be invested in the business, which will play a helpful
role in increasing the profit of the business, resulting in more profit in the business in the next year, and more
tax revenue from there can be generated. The money that is saved from the benefits of tax incentive that boosts
the business and can create more employment opportunities (Daiyabu et al., 2023). Tax incentives typically
motivate businessmen to increase their investment. When businessmen increase their investment, it affects the
production process, resulting in the production of more goods and services. This, in turn, creates productive
human resources, employment opportunities, and exports, as well as savings. This process has a direct effect on
the economy (Siyanbola et al., 2017). Tax incentives are expected to stimulate economic activity by reducing
operating costs and freeing up capital for reinvestment, which increases productivity and competitiveness
(Paddel & Kouassi, 2018). In the long run, such a policy not only raises business profits but also promotes
industrial diversification and the adoption of new technologies. As businesses expand, they generate
employment, boost domestic incomes, and increase aggregate demand, further bringing about sustainable
growth (Akanbi, 2020). Therefore, the study developed the following hypothesis to test the impact of tax
incentives on GDP.

H2: Tax incentives have a positive and significant impact on GDP.

2.3 Foreign direct investment

Generally, investment refers to the acquisition of assets or other resources for generating revenue in the
future through daily activities. When a person invests in a country other than their home country to generate
revenue, it is subject to the applicable laws and regulations of that country, which is known as foreign direct
investment (FDI). When an investor invests in a country other than their home country that time the most
required thing is security, then by others that including tax reduction (Etim et al, 2019). The economy of a
country should be arranged in such a way that it is easy for foreign investors to invest; it is a major measure of
the country’s economic success (Slusarczyk, 2018). A well-conceived scheme of tax incentives can be a
successful device to attract foreign investors by making business cheaper and more profitable (Appiah-Kubi et
al,, 2021). By delineating industries or backward areas, the incentives can channel foreign capital into sectors or
regions where it is needed most and bring about balanced development. Further, if foreign investors perceive
there is stability and certainty in the tax environment, faith in long-run operations increases (Etim et al., 2019).

According to the Bangladesh Bank (BB) report for the calendar year 2023, Bangladesh attracted $ 3,969
million in foreign direct investment (FDI), a decrease of nearly 18 percent compared to the previous year. There
are many reasons that show the scholar among them is tax, which is a major one. Some unfair tax burdens create
dissatisfaction among investors, and they lose interest in investing in the local market (Shahabuddin et al,
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2013). A more favorable tax rate can attract more foreign investors who are interested in setting up business in
the local market. Multinational companies can initiate their operations if the tax rate is favorable, as unfavorable
tax rates create uncertainty for growing businesses (Abdulla & Ali, 2022). Tax incentives serve as a motivational
factor for investors, increasing their willingness and fostering a competitive mindset among them. This, in turn,
enhances the nation's human resources and creates employment opportunities. An attractive tax rate works as a
driver of foreign direct investment (Appiah-Kubi et al., 2021). Tax incentives are provided to FDI, possibly for a
specific industry or geographical location, to stimulate growth in the sector, encouraging and motivating
investors to invest in this area. The government needs to provide incentives to sectors that are not growing or
generating revenue at a rate lower than that of other sectors. This will then attract foreign investors to the
particular sector (Hsu et al., 2019). Many incentives attract foreign investors; among them, tax incentives hold
special importance in encouraging foreign investors to invest their capital directly. The government of the host
country needs to introduce this policy among the investors who are interested (Slusarczyk, 2018). Hence, the
study developed the following hypothesis to test the impact of tax incentives on FDI.
H3: Tax incentives have a positive and significant impact on FDI.

3.0 Research theory and conceptual framework

Many theories are related to economic development, as well as theories that describe how tax incentives
contribute to economic growth, including neoclassical growth theory, Endogenous growth theory, and
Keynesian theory.

In 1956, Neoclassical Growth Theory was introduced by Robert Solow and Trevor Swan. The main idea
of the theory is the combination of three factors: labor, capital, and technology, which are considered external
factors that directly influence a nation's economic growth. Economic growth depends on the amount of capital
invested by an entrepreneur for business or innovation, the amount of labor input compared to the invested
capital, and the technology developed for investment, as these three factors play a crucial role in improving GDP
(Chukwuebuka & Obiora, 2018). When a tax incentive is available in the industrial sector, the amount saved
through the incentive can be reinvested in the business, serving as capital. This capital enables the organization
to hire more employees, introduce new technology, and create more opportunities for production, ultimately
helping to reduce production costs. This overall process has a huge impact on the growth of the economy and
industrial development. When advanced technology is available, foreign investors will be more interested in
investing in the local market, which will strengthen the economy. As a result, the economy's growth will be high
when foreign investment occurs in the local market.

In the 1980s, a theory known as the Endogenous Growth Theory emerged. For developing the economy
of any nation, the endogenous growth theory plays a crucial role, that describe how internal factor affects the
growth of economy, these internal factors include human resources, ideas and innovation that create something
new for development of economy, the factor that are created internally can be controllable rather than the factor
that are created externally (Gati, 2023). To grow the economy using this theory, the government of a country
must play a significant role by investing in human resources, fostering active market competition among
investors, and introducing innovative new technologies into the economy (Cong et al, 2021). The growth of
economy will depend on several thing that include internal and external factors, by using this theory tax
incentives has impact on economic growth, when the tax incentives is provided to taxpayers include individuals,
companies and others they may get tax rebate and the amount save can made reinvestment or by using this
amount they can made the human resources more skillful and innovate new ideas and can purchase technology,
this overall process has impact on growth of economy (Chirwa & Odhiambo, 2018).

In the 1940s, the British economist John Maynard Keynes introduced a theory that became known as
Keynesian theory. When a recession occurs in the economy or economic growth does not occur as expected due
to various reasons, government intervention is necessary to stabilize the economy's growth. This is the ultimate
goal of Keynesian theory of economic growth (Sharipov, 2015). It describes the rate of wages as well as the price
of goods that should adjust with people's income. The government should provide a fiscal policy that adjusts the
taxation (Afrique et al,, 2018). During the COVID-19 pandemic, the global situation was unstable, particularly in
terms of the economy. At that time, the World Health Organization (WHO) declared a worldwide pandemic,
which negatively impacted the world economy. Overall, supply and demand were not the same as before COVID-
19, and the economy faced trouble at that time. Most of the countries at that time used the Keynesian theory to
stabilize the situation and meet aggregate supply with aggregate demand (Abbass et al., 2022). During any
recession, the government should provide tax incentives in various formats, such as corporate tax credits and
tax holidays, so that industries that are affected can overcome the situation and adjust to the economy
(Commendatore et al., 2002).

Therefore, the study selects the Neoclassical Growth Theory, which discusses mainly some factors that
influence the economy, among them, tax is one of the major factors, than capital, labor, and technology. The
model describes how these factors affect the economy in the long run, while there exist many issues in the
economy.
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Figure 1: Conceptual Framework. Source: Authors’ creation.

4.0 Methodology
4.1 Research design

The study adopted an explanatory non-experimental research design to examine the relationship
between tax incentives and tax revenue, GDP, and foreign direct investment. The study data were collected from
various secondary sources, including the Bangladesh Bureau of Statistics, the Ministry of Finance, the
Bangladesh Investment Development Authority, and the National Board of Revenue. The data that was collected
from various sources covered a period of 10 years, from 2014 to 2023.

4.2 Model specification

Based on the relationship between dependent and independent variables, multiple linear regression
models were analyzed to link between tax incentives and tax revenue, GDP, and FDI. The study adopted an
economic approach and employed the Ordinary Least Squares (OLS) regression. Table 1 describes the variables
used in the study.

TaxRevenue = 3+ B,TaxIncentive + ,GDP + BsFDIInflow + € ... (1)
GDP = fy+ B TaxIncentive + [,FDIInflow + B;TaxRevenue + ¢ ...(2)
FDIInflow = By+ [iTaxIncentive + f,GDP + f;TaxRevenue + € ...(3)

Table 1.

Definition of the variables.

Acronym Variable definition References

TaxRevenue = The amount of money collected through taxes during a fiscal period. Minh Ha et al. (2022)

TaxIncentive = The amount of money that taxpayers gained as a discount. Erick (2023)

GDP = Gross Domestic Product. Ewa et al. (2020);
Ojong et al (2025)

FDIInflow = Inflows of Foreign Direct Investment. Etim et al. (2019);
Kamaran Abdulla &
Ali (2022)

Source: Researchers’ compilation.

5.0 Data analysis and findings
5.1 Descriptive statistics

Table 2 presents the descriptive statistics by summarizing key variables of the study based on 10
observations. Tax revenue ranges from 1,412 to 3,324 billion, with a mean of 2,499.8 and moderate variation
(SD = 733.84). GDP is more variable, ranging from 17,608 to 44,908 billion, with a mean of 27,384.5 (SD =
9,881.90). FDI inflows are fairly consistent, ranging from 120 to 345 billion, with a mean of 224.5. Tax incentives
are highly diverse, ranging from 289 to 1,369 billion, with a mean of 748.6 (SD = 473.80).

Journal of Business (JoB) Page 5



Impact of tax incentives on tax revenue ... Saifuddin et al,, JoB (2025), 10(03), 01-10

Table 2.
Descriptive statistics.

Minimum Maximum Mean Std. Skewness Kurtosis

Deviation

TaxRevenue 1412.0 3324.0 2499.800 733.8431 -316 -1.563
GDP 17608.0 44908.0 27384.500 9881.8975 712 -974
FDIInflow 120.0 345.0 224.500 64.3225 487 494
TaxIncentive 289.0 1369.0 748.600 473.7951 .199 -2.228
Valid N (listwise) 10

Source: Secondary data analysis.
Note: All the values are presented in billion (Taka).

5.2 Correlation and multicollinearity test

Table 3 shows a high positive correlation between FDI inflow, GDP, tax revenue, and tax incentives,
which are significant at the 0.01 or 0.05 level. The VIF results provide evidence that all the values were between
1 and 5, and there is no multicollinearity problem. At the same time, the Durbin-Watson statistics are presented
in Table 4 of the three models, 2.760, 1.136, and 2.200, respectively, which confirm that there is no
autocorrelation influence in the regression models.

Table 3.
Correlations analysis.

FDIInflow GDP TaxRevenue TaxIncentive Tolerance VIF
FDIInflow 1 419 2.386
GDP .760" 1 115 8.673
TaxRevenue .822™ .857" 1 156 6.419
TaxIncentive 728" 933" .880™ 1 128 7.784

* ** Correlation is significant at the 0.05 and 0.01 levels (2-tailed).

Source: Secondary data analysis.

5.3 Hypothesis test (Regression Analysis)
The regression outcomes analyze the impacts of tax incentives, GDP, tax revenue, and FDI inflows in
three models, which are presented in Table 4.

5.3.1  Effect of tax incentives on tax revenue

The first model R? value is 0.844, and the Adjusted R? is 0.767. Hence, the results account for 84.4% of
the variation in tax revenue. The model is significant, with F = 10.851 and p = 0.008. The results of tax
incentives (f = 0.570, p = 0.252), FDI inflows ( = 0.379, p = 0.179), and GDP (8 = 0.037, p = 0.941) indicate
positive but statistically insignificant effects on the collection of tax revenue. Thus, these results suggest that
increasing tax incentives can lead to higher tax revenue.

5.3.2  Effect of tax incentives on GDP

The second model explains 88.5% of the variance in GDP, with an R* of 0.885 and an adjusted R* of
0.827. The model is significant, with F = 15.364 and p = 0.003. The results of tax incentives (§ = 0.791, p =
0.035) are significant in influencing GDP growth at the 5% level. Therefore, the results confirm that tax
incentives play an important role in boosting economic performance, especially in terms of increased GDP. Tax
revenue results (f = 0.027, p = 0.941) and FDI inflows (f = 0.162, p = 0.530) do not have a significant impact
on GDP.

Table 4.

Regression results.

Variables Model 1 (TaxRevenue) Model 2 (GDP) Model 3 (FDIInflow)
Stand. 8 t Sig. Stand. t Sig. Stand. t Sig.

(Constant) 1.433 0.202 1.298 0.242 0.252 0.810

TaxIncentive 0.570 1.268 0.252 0.791 2712  0.035** -316 -456 664

GDP 0.037 0.077 0.941 0.425 0.666 0.530

FDIInflow 0.379 1.523 0.179 0.162 0.666 0.530

TaxRevenue 0.027 0.077 0.941 0.736 1.523 0.179
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R2 0.844 0.885 0.698
Adjusted R? 0.767 0.827 0.547
Durbin-Watson 2.760 1.136 2.200
(d)

F 10.851 15.364 4.617
Sig. (p) 0.008 0.003 0.053

Source: Secondary data analysis.

5.3.3  Effect of tax incentives on FDI

The third model explains 69.8% of the variance, where R? is 0.698 and adjusted R? = 0.547. The model
is significant, with F = 4.617 and p = 0.053. Hence, the results of tax incentives (f = -0.316, p = 0.664), GDP (3
= 0.425, p = 0.530), and tax revenue (8 = 0.736, p = 0.179) are not significant determinants of FDI inflows.
Thus, these results indicate that tax incentives do not influence the tax FDI.

6.0 Discussion

The ultimate goal of the study is to evaluate the relationship between tax incentives, tax revenue, GDP,
and foreign direct investment (FDI) in Bangladesh. To accomplish the research objectives, the study focuses on
theories related to economic growth to gain deeper insight into the factors that influence the impact of tax
incentives. Therefore, using the Neoclassical Growth Model, the study formulated three hypotheses. Consistent
with the theory's expectations, the findings reveal that tax incentives contribute significantly to economic
activity; however, their impacts differ across various macroeconomic measures.

The study revealed that regression model 1, which includes tax incentives, has a positive and
statistically insignificant impact on tax revenue. It suggests that incentives may induce some degree of
compliance. However, little towards government revenue, which indicates that the collection of tax revenue does
not meet expectations, i.e., the amount of revenue collected through taxes is lower than the budgeted amount.
These results corroborate those of Babatunde et al. (2017), who emphasized that while tax incentives provide
an economic stimulus, they tend to generate revenue leakages in emerging economies. Likewise, Minh Ha et al.
(2022) observed that dependence on incentives in the absence of strong compliance measures can undermine
the fiscal space of the government. However, this finding supports the Neoclassical Growth Theory's contention
that incentive savings can be reinvested, resulting in future revenue growth as business operations expand.

Model 2 indicated that a country with a high GDP can generate more tax revenue than a country with a
medium or low GDP. The study found a strong and statistically significant positive correlation between GDP and
tax incentives, supporting the second hypothesis. Therefore, tax incentives play a crucial role in the economic
development of Bangladesh. While providing tax incentives might seem like a loss for the government initially, it
can encourage higher tax payments in the long run (Romer, 1999). This finding aligns with earlier research that
emphasizes the importance of fiscal incentives in supporting small and medium-sized enterprises (SMEs),
promoting industrial growth, and creating jobs (Feyitimi et al.,, 2016; Khan et al., 2023). Erick (2023) also noted
that, for emerging economies, incentives stimulate business expansion, resulting in increased employment and
enhanced production capacity. The results confirm that fiscal policy tools, such as tax holidays and rate
reductions, have helped maintain GDP growth, particularly in the textile, agricultural, and manufacturing
sectors.

Contrary to expectation, the analysis in Model 3 exposed a negative and insignificant association
between tax incentives and FDI flow. The finding suggests that foreign investors are less influenced by tax relief
itself when making the investment decision in Bangladesh. Instead, other structural drivers like political
stability, regulatory certainty, infrastructure, and market accessibility may be given higher priority in their
decision. This finding contrasts with studies by Appiah-Kubi et al. (2021) and Slusarczyk (2018), which
indicated the appeal of FDI in other developing contexts to be significantly boosted by tax incentives. However, it
is consistent with Shahabuddin et al. (2013), who noted that incentives in Bangladesh have not been impactful
due to administrative inefficiencies and investor skepticism about the consistency of long-term tax policy. The
negative sign also supports Stausholm (2017) argument that poorly planned or unfocused tax holidays can
contribute to unproductive investment promotion since foreign investors would be more interested in
institutional stability than in short-term budgetary gains.

7.0 Conclusion

The study was conducted to examine the impact of tax incentives on tax revenue, GDP, and foreign
direct investment. The findings suggest that tax incentives are positively associated with tax revenue and
economic growth, but exhibit a negative relationship with foreign direct investment. The overall result suggests
that the tax percentage should be reviewed periodically. The tax rate imposed on taxpayers should not be
increased beyond a level that could have a negative impact on the overall economy. Special consideration should
be given to foreign investors, and the tax structure should be designed to attract both foreign and local investors.
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During the pandemic, as the entire world faced an economic downturn, Bangladesh also faced these challenges.
Policymakers and government authorities should carefully monitor the tax system to ensure it does not burden
taxpayers. Based on the situation, they should adjust or set the tax rate for specific industries to promote
efficient business growth. The focus should be directed toward understanding the key issues affecting foreign
investors. They need to identify the reasons behind the negative relationship between tax incentives and foreign
direct investment. If the returns do not justify their investments, investors lose motivation. A well-designed tax
structure is a crucial factor in effectively attracting investors.

The study will support policymakers and higher government authorities in making effective decisions
and developing new ideas related to foreign investment, local investment, and increasing GDP and tax revenue.
It will also help foreign investors understand how tax incentives influence their investment choices. The
government should clearly communicate the benefits and drawbacks of the options offered to taxpayers.
Additionally, this study highlights the importance of tax revenue for the efficient functioning of government
operations.

Although the study contributes to the existing literature, it has certain limitations. For example, it covers
a 10-year period; future research could analyze a larger dataset over a longer timeframe or include panel data to
compare developing countries. Additionally, future researchers should explore various theories related to the
tax system, which may assist in developing policies for government officials. Since the study relies on secondary
data, further studies could be conducted using primary data or a combination of both.
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