A STUDY ON STRUCTURE AND PRODUCTIVITY
OF TAXATION IN NEPAL

A Thesis
Submitted to
The Central Department of Economics
Faculty of Humanities and Social Sciences
Tribhuvan University, Kirtipur, Kathmandu, Nepal
in the Partial Fulfillment of Requirements for the Degree of
MASTER OF ARTS
in

ECONOMICS

By
RANJANA DANGAL
Roll No.: 43/2071/073
Symbol No.: 289
T.U. Regd No.: 6-2-202-238-2010
Central Department of Economics
Tribhuvan University, Kirtipur Kathmandu, Nepal

April 2018



LETTER OF RECOMMENDATION

This thesis entitted A STUDY ON STRUCTURE AND PRODUCTIVITY OF
TAXATION IN NEPAL has been prepared by Ms. Ranjana Dangal under my
supervision. | hereby recommend this thesis for final examination by the Thesis

Committee as a partia fulfilment of the requirements for the Degree of MASTER OF
ARTSin ECONOMICS.

Prof. Dr. R.K. Shah
(Thesis Supervisor)
Date :- 2074/ 12/ 23



APPROVAL LETTER

We certify that this thesis entitted A STUDY ON STRUCTURE AND
PRODUCTIVITY OF TAXATION IN NEPAL submitted by Ms. Ranjana
Dangal to the Central Department of Economics, Faculty of Humanities and
Social Sciences in partial fulfilment of the requirements of the Degree of
Master of Arts in Economics have found satisfactory in scope and quality.

Therefore, we accept thisthesis as a part of the Degree.

Thesis Committee

Prof. Dr. Kushum Shakya
(Head of the Department)

Prof. Dr. Ram Chandra Dhakal
(External Supervisor)

Prof. Dr. R.K. Shah
(Thesis Supervisor)

Date: 2074/12/30B. S.
04/13/2018 A.D.



ACKNOWLEDGEMENTS

During the course of this study, | have received significant help from a number of
people whose input was helpful in accomplishing this work. Sincere thanks go to the
supervisor Prof. Dr. R.K Shah, Centra Department of the Economics (CEDECON),
TU, Kirtipur for his valuable technical guidance, suggestions, inspirations and support
towards this study. It would not have been possible for me to complete my study

without his supervision, advice and direction.

| would like to thank head of the Department Prof. Kushum Shakya for her co-
operation, suggestion and information. Similarly, | express my great thanks to all my
teachers from Central Department of Economics for their teachings, suggestions,
guidance, and care to me during my study economics. Specia thanks aso go to the
staff at CBS, NRB for their kindness and generosity in availing me with the required
data. | wish to appreciate the contributions to this study of al individuals
unmentioned that God may reward them abundantly.

Ranjana Dangal
April, 2018



TABLE OF CONTENTS

LETTER OF RECOMMENDATION

APPROVAL LETTER
ACKNOWLEDGEMENTS
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES
ABBREVIATIONS

CHAPTER |I: INTRODUCTION
1.1. Background of the Study

1.2. Statement of the Problem

1.3. Objectives of the Study

1.4. Significance of the Study

1.5. Limitations of the Study

1.6. Organization of the Study

CHAPTERII: REVIEW OF LITERATURE

2.1. Introduction of Taxation

2.2 Theoretical Review
2.2.1 Benefit Theory
2.2.2 Ability to Pay Theory
2.2.3 Excess Burden Theory

2.3. Empirical Review
2.3.1International Context
2.3.2 National Context

2.4. Research Gap

Page No.

Vi
Vil

viii

0 0 N N b~ BB

9-17

10
10
10
10
11
11
14
17



CHAPTER I11: RESEARCH METHODOLOGY
3.1. Research Design
3.2. Nature and Sources of Data
3.3. Tools and Techniques of Data Analysis
3.4. Model Specification
3.5. The Adjustment Procedure and Calculation of Elasticity and Buoyancy
3.6. Variable Specification
3.6.1. Dependent Variables
3.6.2. Explanatory Variables
3.7. Tools of Analysis
3.7.1. Adjusted Coefficient of Determination (R?)
3.7.2t-Test
3.7.3. F-Test
3.7.4. D-W Test
3.8. Pre-Estimation Tests

CHAPTER IV: DATA INTERPRETATION AND ANALYSIS

18-24
18
18
18
18
20
21
21
22
22
22
23
23
23
24

25-43

CHAPTER V: SUMMARY CONCLUSIONSAND RECOMMENDATIONS 44-46

5.1 Summary of the Findings
5.2 Conclusions

5.3 Recommendations
REFERENCES
APPENDICES

Vi

44
45
46
47-49
50-58



LIST OF TABLES

Table No. Title Page No.
41 Trend and composition of total revenue with tax and non-tax revenue 28
4.2 Structure of total revenue along with GDP 30
4.3 Tax to GDP ratios 32
4.4 Composition of total tax revenue 35
4.5 Augmented Dickey Fuller Test for unit root 38
4.6 Elasticity coefficient of different tax heads for whole Sample period 39
4.7 Buoyancy coefficient of different tax heads for whole Sample period 41
4.8 Contribution of Discretionary Change 42

Vil



LIST OF FIGURES

Figure No. Title Page No.
4.1 Structure of total revenue with tax revenue and non-tax revenue 26
4.2 Structure of total revenue with GDP 29
4.3 Growth trend GDP and total tax revenue 33
4.4 Structure of total tax revenue 34
45 Structure of total tax revenue along with direct and indirect taxes 36

viii



ARDL
BS
CBN
CBS
DT
DwW
FIRS
FY
GDP
IDTR
GNP
IRD
MOF
NBS
NLSS
NRB
NTR
OLS
SAARC
TR
TU
TTR
VAT

ABBREVIATIONS/ACRONYMS

Autoregressive Distributed Lag
Bikram Samat

Central Bureau of Nigeria
Central Bureau Statistics
Direct Tax

Darwin Watson

Federal Inland Revenue Service
Fiscal Year

Gross Domestic Product
Indirect Tax Revenue

Gross Domestic Product

Inland Revenue Depart
Ministry of Finance

Nigeria Budget Survey

Nepal Standard Living Survey
Nepal Rastra Bank

Non-tax Revenue

Ordinary Least Square

South Asian Association Regional Cooperation
Total Revenue

Tribhuwan University

Total Tax Revenue

Vaue Added Tax



