
Answers from Bangladesh to the questionnaire set by the UN about Base Erosion 
and Profit Shifting. 

 

1.Q. How does base erosion and profit shifting affect Bangladesh? 

A. Bangladesh is a grooming economy with a steady average GDP growth of almost 6% for last ten years 
and a very much vulnerable to Base Erosion and profit shifting. 

Base Erosion on account of profits outside the jurisdiction where the profits are derived are performed, 
and where value is created, has been a concern for the developing and emerging economies, such as 
Bangladesh. 

 Bangladesh is very happy that Developed countries have taken serious concern on this issue and the 
launch of the G20/OECD Project on Base Erosion and Profit Shifting (BEPS) underscores the point that 
the international standards on taxation including on transfer pricing, have not kept pace with larger 
economic integration across borders and rapid development of information and communication depends 
on technologies. These limitations, we believe, have blessed Multi National Enterprise with the 
opportunity to minimize their tax burden ,which in many cases is not is not possible to combat by the 
existing laws and rules. This has adverse effects in three fold  

 (a) Government loses  tax because revenues are impacted (b) individuals have to bear a greater share of 
the tax to compensate the evasion made by the MNEs.) Domestic companies face hardship because they 
are at a competitive disadvantage by paying disproportionally high taxes. 

 In the countries like Bangladesh, who are more reliant on corporate tax, specially on MENs, Base 
erosion and profit shifting are intricately linked and dependent upon the international taxation 
rules and procedures adopted by the developed countries, in particular, the OECD member 
countries. It is very much common that international taxation rules have been drawn on the basis 
of the preference of the developed states to allocate greater taxation rights to the state of 
residence and restrict the ability of the source states to enforce their sovereign right of 
administering the taxes allocated to them, and this have to be accepted by the developing 
countries because of their poor capacity to bargain with developed countries.  

In particular, BEPS has a detrimental effects on the Bangladeshi economy because it reduces the 
tax revenues that could be collected in the absence of the same.In a developing economy like 
Bangladesh,tax revenues are crucial for reducing poverty and inequality and to ensure social 
justice. BEPS is definitely a bar to it and responsible for slowing down the pace of development of 
Bangladesh and the alike developing economies. 

2. Q. If you are affected by base erosion and profit shifting, what are the most common practices or 
structures used in your country or region, and the responses to them?  

The major ways, Base erosion and Profit Shifting are taken place in Bangladesh are as following--- 

A. Through excessive payments to foreign affiliated companies in respect of interest, service charges, 
management and technical fees and royalties. 

B.Shifting profit out of Bangladesh through aggressive transfer pricing by MNEs. These include profit 
shifting through supply chain restructuring that contractually re-allocates risks, and associated profit to 



affiliated companies in low tax jurisdictions. The base erosion on account of transfer pricing gets 
aggravated since significant difficulties are faces in obtaining the information needed to assess and 
address BEPs issues, and apply the transfer pricing rules. 

C Huge market for the digital economy is emerging in Bangladesh, but digital enterprises face zero or on 
taxation because of the principle of source based taxation.  

D Bangladesh can’t tax big companies like Yahoo or Face book because they are not Residence in 
Bangladesh though they source profit in Bangladesh. 

E. Base Erosion and profit shifting constitutes a serious threat to fair competition and generate negative 
impact on tax revenue. 

F. BEPS causes Tax repressiveness compared to other tax payers who cannot relocate their profit to a 
low-tax jurisdiction. In short, large  part of Base erosion is caused by the inadequacy of international tax 
laws to allocate profits to countries where these profits are sourced. 

G. Artificial avoidance of Permanent Establishment also causes BEPS in Bangladesh. 

H.Tax incentives that Bangladesh offer for attracting investment sometimes bounce back and causes 
Base Erosion and Profit shifting. 

Other BEPS issues that affect Bangladesh 

Though all the fifteen issues of BEPS action plan are related to Bangladesh but we are to focus on the 
more important issues of the same which are burning issues for Banfladesh. 

These are-------- 

A.Treaty abuse.( Action-6) 

B Transfer pricing issues are not in line with value creation ( Action-8 and 9) 

C.Establish methodologies to collect and analyse the data on BEPS (Action 11) 

D .Re-examine transfer pricing documentation (Action 13) 

E. Challenges of digital economy (Action-1) 

3. When you Consider an MNEs activity in your country , how do you judge whether the MNE reported an 
appropriate amount of profit in your jurisdiction?  

Like other countries in the region ( India, Pakistan) , one of the major ways in base erosion and profit 
shifting takes place is through excessive payments of foreign affiliated companies respect of interest, 
service charges, management and technical fees. 

Moreover, Bangladesh is a potential market for digital economy often the digital enterprises facing no 
taxation due to the principle of residence- based taxation instead of the source based taxation. 

Unfortunately Bangladesh has no scientific method to determine the exact profit of an MNE, whether is 
has reported its profit correctly. Only detailed” Audit” is the instrumental in it and Bangldesh has skill gap 
in auditing also. How over, Bangladesh has launched its Transfer Pricing law from this year ( 1st July, 
2015) and hopes it will bring changes to fight back BEPS. 



4.What main obstacles have you encountered in assessing whether the appropriate amount of profit is 
reported in your jurisdiction and in ensuring that tax is paid on such profit? Main obstacles Bangladesh 

Main obstacles are – 

A. Lack of resources. 
B. Skill gap. 
C. Poor logistics and automation system.  
D. Lack of knowledge about international taxation. 
E. Lack of information due to the difficulties in the relevant information related to foreign operations. 
F. Lack of transparency of the MNEs in disclosing relevant information on international dealings 

necessary to understand their global business. 
G. Information are not provided by the MNEs in a timely manner. 
H. Inadequate domestic legislation. 
I. Lack of comparables to determine transfer pricing. 

 
 
To overpower these problems Bangladesh has taken following steps. 
 

A .Bangladesh Is trying to develop a robust transfer pricing audit system for last couple of years We have 
already introduced Transfer Pricing legislations in our Income Tax law and We have started a full swing 
execution of the same from 1st July, 2015. 

B. National Board of Revenue of Bangladesh has established an International wing to look after the 
issues like Transfer Pricing and soon a separate cell of experts are will be in action. 

C. Bangladesh has taken the BEPS issues very seriously and so sending its tax officials for better training 
on it. 

D. A rule for Thin Capitalization is in our consideration . 

E. We are thinking to increase withholding income tax rate at source in case of transactions with low-tax 
jurisdiction. 

F. To tax on digital transactions Bangladesh is considering the demands for source-based taxation 
instead of residence based taxation and advocates for it in international for it in international forums.       

The Subcommittee have identified a number of actions in the action plan that impact on taxation in the 
country where the income is earned (the source country), as opposed to the taxation in the country where 
the MNE is headquartered ( the residence country) or seek to improve transparency between MNEs and 
the revenue authorities as being particularly important to many developing countries ( while recognizing 
that there will be particular differences between such countries.) These are 

 Action 4- Limit base erosion via interest deductions. 
 and other financial payments. 

 Action 6- Prevent Tax Treaty abuse. 
 Action 8- Assure that transfer pricing outcomes are in line with value creation: intangibles. 
 Action 9- Assure that transfer pricing outcomes are in line with value creation: 

risks and capital. 



   *Action 10- Assure that transfer pricing outcomes are in line with value creation with reference to other 
high risk transactions ( in particular management fees) 

   *Action11- Establish methodologies to collect and analyse data on BEPS and the actions to address it. 

   * Action 12- Require taxpayers to disclose their aggressive tax planning arrangements. 

   *Action 13- Re-examine transfer pricing documentation. 

5. Do you agree that these are particularly important priorities for developing countries. 

Ans. Yes. (Though all the actions are important for Bangladesh)  

6. Which of these OECD’s Action Points do you see as being most important for your country, and do you 
see that priority changing over time. 

As said earlier, all the points are important for Bangladesh though the action points 1,4,6,7,8,9,12,,13 and 
15 are the top in the list. 

Yes, priority changes in the perspective of changing situations. 

7. Are there other action points currently in the action plan not listed above that you would include as 
being most important for developing countries? 

YES. Action point 1 on digital economy and action plan 15 on developing a multilateral instrument that is 
binding on all countries should be a top priority. 

8. Having considered the is issues outlined in the action plan and the proposed approaches to addressing 
them (including domestic legislation, bilateral treaties and a possible multilateral treaty) do you believe 
there are other approaches to addressing that practices that might be more effective at the policy or 
practical levels instead of or alongside such action, for your country? 

  NO. (Not At This moment) 

9. Having considered the issues outlined in the action plan, are there other base erosion and profit 
shifting issues in the broad sense that you consider may deserve consideration by international 
organizations such as the UN and OECD? 

NO, not at this moment. 

10. Do you want to be kept informed by email on the sub Subcommittee’s work on base erosion and profit 
shifting issues for developing countries and related work of the UN Committee of Experts on International 
Cooperation in Tax matters. 

Certainly, YES .We will be grateful. Please contact or send the emails to  

badalsyed@yahoo.com 

and 

badalsyed@gmail.com. 

 



Contact Person is – 

Mr. Syed Mohammad Abu Daud 

Additional Commissioner of Taxes. 

National Board of Revenue. 

Ministry of Finance 

Government of the People’s Republic of Bangladesh. 

Do you have any other comments you wish to share with the Subcommittee about base erosion and profit 
shifting, including your experience of obstacles to assessing and then addressing the issues,as well as 
lessons learned that may be of wider benefit? 

No. 

 

Thanking you. 

Syed Mohammad abu Daud 

Additional Commissioner of Taxes. 

National Board of revenue 

Ministry of Finance 

Government of the People’s Republic of Bangladesh. 

badalsyed@yahoo.com 

badalsyed@gmail.com 

 
Thanks. 
 
 

Daud 
 

 


