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Tax revenue as a tool of fiscal policy is one of the key variables in macro economy as we 
can accelerate the economic activities through mobilization of tax revenue. Furthermore, 
energy as the engine of the economy plays an important role in running those economic 
activities. Insufficient level of energy can be an obstacle for macroeconomic activities 
because it can cause lower productivity. To the best of our knowledge there is no 
literature addressing the relationship between aggregate tax revenue and energy 
production. Hence, we are relating these 2 variables as we believe that effectively 
increasing tax revenue and channeling that to energy generation has direct correlation to 
higher productivity. This paper examines the effect of aggregate tax revenue on energy 
production on the basis of analysis of Bangladesh data set. We expect that due to 
incremental tax revenue, government may implement more infrastructural investment and 
technological advancement in energy sector amongst different areas. This improvement 
along with providing better future expectation for producers can result in higher level of 
electricity generation. By employing the standard econometric techniques applied in time 
series and considering annual data for Bangladesh economy between 1980-2017, we 
reveal that: according to unit root test GDP and tax revenue are integrated of degree 1 at 
95% level of significance during the stipulated time horizon, while electricity production 
shows integration of degree 1 at 99% level of significance for a longer time period 
between 1968-2017. According to Johansen test for co-integration at maximum, there 
might be one co-integration between energy production and tax revenue and GDP. 
Moreover, causality test shows that tax revenue Granger cause electricity production in 
the long run while in the short run there is no causality among respective variables. Our 
findings are expected to draw attention of the policy makers in terms of revising tax policy 
to make it more favourable for electricity generation. 

 
Field of Research: Economics 
 
 
 
 
 
 
 
 
 
 
________________________________________ 
 
1 MS Student, Department of Economics, North South University, Dhaka, Bangladesh,                              
E-mail:z.atarzadeh@gmail.com  
2 Associate Professor, Department of Economics School of Business and Economics, North South 
University, Bangladesh, Email:sakib.amin@northsouth.edu 


