AN ANALYSISOF STRUCTURE AND TREND OF
TAXATION IN NEPAL

A Thesis
submitted to the Central Department of Economics,
Tribhuvan University, Kirtipur, Katmandu, Nepal,
in Partial Fulfillment of the Requirements
for the Degree of
MASTER OF ARTS
in
ECONOMICS

By
Mandira Staula
Roll. No.:223/065
TU. Regd. No.:6-1-38-310-2003

Central Department of Economics
Tribhuvan University, Kirtipur
Kathmandu, Nepal
February 2017



LETTER OF RECOMMENDATION

This thesis entitted AN ANALYSIS OF STRUCTURE AND TREND OF
TAXATION IN NEPAL has been prepared by Mandira Sitaula under my
supervision and guidance. | hereby recommend this thesis for examination by the
Thesis Committee as a partial fulfillment of the requirements for the Degree of
MASTER OF ARTSin ECONOMICS.

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

Date: 2073/10/28 B.S.



APPROVAL SHEET

We certify that this thesis entitted AN ANALYSIS OF STRUCTURE AND
TREND OF TAXATION IN NEPAL submitted by Mandira Sitaula to the Centra
Department of Economics, Faculty of Humanities and Social Sciences, Tribhuvan
University, in partia fulfillment of the requirements for the Degree of MASTER OF
ARTS in ECONOMICS has been found satisfactory in scope and quality. Therefore,

we accept thisthesis as a part of the said degree.

Thesis Committee

Prof. Dr. Ram Prasad Gyanwaly
(Head of the Department)

Prof. Dr. Sohan Kumar Karna

(External Examiner)

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

Date: 06/11/2073 B.S.
17/02/2017 A.D.



ACKNOWLEDGEMENTS

| am deeply indebted to my reverent teacher and supervisor Prof. Dr. R.K. Shah,
Central Department of Economics, who has graced me with invaluable support to
complete my research work. | am very grateful to Prof. Dr. Ram Prasad Gyanwaly
Head of the Central Department of Economics Kirtipur, Kathmandu. My thanks also

go to al the teachers and staffs of Central Department of Economics Kirtipur.

| would like to express my special appreciation to all friends and colleagues who
encouraged and helped me to bring this thesis in to present form. In particular, |
would like to acknowledge the help | received from friend Sunil Dahal, Laxam
Subedi, Gyanendra Thapa and many others.

Last but not the least, | would like to express my gratitude to my father Pusparg
Sitaula and my mother Bhagawati Sitaula for my source of inspiration. The suitable
environment provided by my sister and brother to prepare this thesis including
sufficient encouragement is more than valuable. Rare people can have such fate to be

born with sisters and brothers like mine.

Mandira Sitaula



TABLE OF CONTENTS

Page No.
LETTER OF RECOMMENDATION i
APPROVAL SHEET ii
ACKNOWLEDGEMENTS iii
TABLE OF CONTENTS iv
LIST OF TABLES Vi
LIST OF FIGURES Vii
ABBREVIATIONS/ACRONYMS viii
CHAPTER I: INTRODUCTION 1-5
1.1 Background of the Study 1
1.2 Statement of the Problem 2
1.3 Objectives of the Study 4
1.4 Rationale of the Study 4
1.5 Limitations of the Study 4
1.6 Organization of the Study 5
CHAPTER II: REVIEW OF LITERATURE 6-22
2.1 Theoretical Review 6
2.1.1 Principlesof Taxation 7
2.1.2 Horizontal Vs. Vertical Equality 8
2.1.3 Direct Vs. Indirect Taxation 8
2.1.4 Interventionist Vs. Reductionist Approach 9
2.1.5 Appropriate Tax Policy for UDCs 9
2.2 Empirica Review 14
2.2.1 |International Review 14
2.2.2 Nepaese Review 15



2.3 Research Gap 21

CHAPTERI1I: RESEARCH METHODOLOGY 23-24
3.1 Research Design 23
3.2 Nature and Sources of Data 23
3.3 DataCollection Procedures 23
3.4 Toolsof DataAnaysis 23
CHAPTER IV: ANALYSISAND PRESENTATION OF DATA 25-41
4.1 Anaysisof Data 25
4.1.1 Revenue Collection from Tax 25
4.1.2 Composition of the Tax Revenue 27
4.1.3 Composition of Tax Revenue and Non- Tax Revenue 29
4.1.4 Revenue Collection from Income Tax 31
4.1.5 Contribution of Income Tax to Total Revenue 33
4.1.6 Contribution of Income Tax to Direct Tax Revenue 34
4.1.7 Government Expenditure 36
4.1.8 Government Receipts 37
4.1.9 Comparative Study of Government Recelipts and Expenditure 38
4.1.10 Mgor Weakness of Taxation in Nepal 39
4.1.11 Positive Aspects of Income Tax 2001 40
4.1.12 Appropriateness of Exemption and Deduction 41

CHAPTER V: SUMMARY OF FINDINGS, CONCLUSION AND

RECOMMENDATIONS 42-53
5.1 Summary of Findings 42
5.2 Conclusion 46
5.3 Recommendations 49
REFERENCES 54-56



Table No.
Table4.1

Table4.2

Table4.3
Table4.4
Table4.5
Table 4.6
Table4.7
Table 4.8
Table 4.9

Table4.10

LIST OF TABLES

Title Page No.

Revenue Collection from Tax

Contribution of Direct and Indirect Tax on Total

Tax Revenue

Composition of Tax Revenue and Non-Tax Revenue
Revenue Collection from Income Tax

Contribution of Income Tax to Total Revenue
Contribution of Income Tax to Direct Tax Revenue
Government Expenditure

Government Receipts

Comparative Study of Government Recel pts and
Expenditure

Appropriate of Respondents and Number from Each

Group

Vi

26

28

30

32

33

35

36

37

39

41



Figure No.
Figure4.1

Figure4.2

Figure 4.3
Figure4.4
Figure4.5
Figure 4.6
Figure4.7

Figure 4.8

LIST OF FIGURES
Title
Revenue Collection from Tax

Composition of Direct and Indirect Tax on Total
Tax Revenue

Composition of Tax and Non-Tax Revenue
Revenue Collection from Income Tax

Contribution of Income tax to Total Revenue
Contribution of Income Tax to Direct Tax Revenue
Government Expenditure

Government Recelpts

Vii

Page No.

27

29

31

32

36

37

38



CBS
CEDA
DC
FY
GDP
GNP
GoN
MoF
NRB
SAARC
UDCs
VAT

ABBREVIATIONSACRONYMS

Central Bureau of Statistics

Central for Economic Development and Administration
Discretionary Change

Fiscal Year

Gross Domestic Product

Gross Nationa Product

Government of Nepal

Ministry of Finance

Nepal Rastra Bank

South Asian Association for Regional Cooperation
Under-Devel oped Countries

Value Added Tax

viii



AN ANALYSISOF STRUCTURE AND TREND OF TAXATION IN NEPAL MANDIRA SITAULA 2017



