
MUNICIPALITY FINANCE IN NEPAL

A CASE STUDY OF NEPALGUNJ MUNICIPALITY, BANKE

DISTRICT, NEPAL

A Thesis

Submitted to the Central Department of Economics,

Tribhuvan University, Kirtipur, Kathmandu, Nepal,

in Partial Fulfillment of the Requirements

for the Degree of

MASTER OF ARTS

in

ECONOMICS

By

BINOD GAUTAM

Central Department of Economics

Tribhuvan University, Kirtipur

Kathmandu, Nepal

Roll No: - 322/065

2014



LETTER OF RECOMMENDATION

This thesis entitled “MUNICIPALITY FINANCE IN NEPAL: A CASE STUDY OF

NEPALGUNJ MUNICIPALITY, BANKE DISTRICT, NEPAL” submitted by Mr.

Binod Gautam under my supervision. I hereby recommend this thesis for examination

by the Thesis Committee as a partial fulfillment of the requirements for the Degree of

MASTER OF ARTS in ECONOMICS.

Prof. Dr. R. K. Shah.

Thesis Supervisor

Date: 19/02/2071 B.S.

02/06/ 2014 A.D.



APPROVAL SHEET

We certify that this thesis entiled “MUNICIPALITY FINANCE IN NEPAL: A CASE

STUDY OF NEPALGUNJ MUNICIPALITY, BANKE DISTRICT, NEPAL”

submitted by Mr. Binod Gautam to the Central Department of Economics, Faculty of

Humanities and Social Sciences, Tribhuvan University, in partial fulfillment of the

requirements for the Degree of MASTER OF ARTS in ECONOMICS has been found

satisfactory in scope and quality. Therefore, we accept this thesis as a part of the said

degree.

Thesis Committee

Dr. Ram Parsad Gyanwaly

(Head of the Department)

Prof. Dr. Kamal Raj Dhungel

(External Examiner)

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

Date: 01/03/2071 B.S.
15/06/2014 A.D.



iii

ACKNOWLEDGMENTS

It is my great opportunity to complete this thesis under the supervision of Prof. Dr.

R.K. Shah, Central Department of Economics, Tribhuvan University, for generous

encouragements and undertaking of the supervision of my entire research work. This

form of the report is the outcome of his continuous encouragement, helpful

suggestions and comments. So I would like to express a deep gratitude to him who

helped me towards the completion and formation of this thesis.

Similarly, I would like to express heartily thanks to the staffs of Nepalgunj

Municipality, for their contribution in facilitating to collect required materials.

Similarly, I would like to thank Mr. Ganesh Poudel, Central Department of

Economics, T.U., Kirtipur, Kathmandu who helped me giving idea to prepare full

Thesis.

Similarly, I am indebted to my friends Basu, Dev, Arjun, Mahananda, Tilak Raj and

respective teacher Mr. Naveen Adhikari, Lecturer, Central Department of Economics

for helping and encouraging me in every possible ways to find resource materials.

I would like to dedicate this thesis to my beloved parents, father Keshav Raj Gautam,

Mother Rikha Gautam my elder sister Sita Gautam (Aryal) and my younger brother

Vijaya Gautam without whose all forms of help, prayer and support I would never

have reached this academic level.

Lastly, I express my thanks to those who made me possible to take information from

their website by their valuable materials in the site. I am also grateful to the writers

and editors of the books I used for writing thesis.

Binod Gautam



iv

TABLE OF CONTENTS

Page

LETTER OF RECOMMENDATION i
APPROVAL LETTER ii
ACKNOWLEDGMENTS iii
LIST OF TABLES vii
LIST OF FIGURES ix
LIST OF ACRONYMS x

CHAPTER-ONE.  INTRODUCTION 1

1.1 Background of the Study 1
1.2 Statement of the Problem 5
1.3 Objectives of the Study 7
1.4 Significance of the Study 8
1.5 Limitations of the Study 8
1.6 Organization of the Study 9

CHAPTER-TWO. REVIEW OF LITERATURE 10

2.1 Concept of the Local Government 10

2.2 Problem of the Local Government 15

2.3 Functions, Duties and Power of Municipality 15

2.3.1 Decision and Directions 15

2.3.2 Functions and Duties 19

2.3.3 Consumer Groups and Other Non-governmental

Organizations 20

2.4 Revenue and Expenditure of Municipality 20

2.4.1 Tax Revenue 21

2.4.2 Service charges and fees 23

2.4.3 Right to Rise Loan 24

2.4.4 Conditional and Unconditional Grant 24

2.4.5 Expenditure of Municipality 26

2.4.5.1 Regular Expenditure 26

2.4.5.2 Development Expenditure 27

2.5 Empirical Review 27

CHAPTER-THREE. RESEARCH METHODOLOGY 30



v

3.1 Selection of the Study Area 30

3.1.1 Overview 30

3.1.2 Population 31

3.1.3 Sources of Drinking Water 32

3.1.4 Administration of Nepalgunj Municipality 33

3.1.5 Function and Planning of Nepalgunj Municipality 34

3.1.6 Budget Policy of Nepalgunj Municipality 35

3.2 Research Design 36

3.3 Nature and Sources of Data 36

3.4 Period of the Study 37

3.5 Methods of Data Analysis 37

3.6 Variables Used 37

CHAPTER-FOUR. REVENUE AND EXPENDITURE PATTERN OF

NEPALGUNJ MUNICIPALITY 40

4.1 Background 40

4.2 Revenue Pattern of Nepalgunj Municipality 41

4.3 Internal Sources 43

4.3.1 Local Taxes 45

4.3.2 Fees and Fines 48

4.3.3 Property Rental 50

4.3.4 Other Revenue 52

4.4 External Sources 54

4.4.1 Miscellaneous Income 57

4.4.2 Grants 59

4.4.3 External Grants/Sources 61

4.4.4 Equivalent Cost Participatory 63

4.5 Total Net Revenue and Balance Forward 64

4.6 Expenditure Pattern 66

4.7 Regular Expenditure 68

4.7.1 Current Expenditure 70

4.7.2 Dept Payment 76



vi

4.7.3 Ordinary Capital 77

4.8 Development Expenditure 80

4.9 Land Purchase 82

4.10 GoN/ To Grants 83

4.11 Capital Investment 84

4.12 Balance Sheet of Revenue and Expenditure 85

5.13 Expenditure Revenue Ratio 86

CHAPTER-FIVE. SUMMARY OF FINDINGS CONCLUSION

AND RECOMMEDATIONS 89

5.1 Summary of Findings 89

5.2 Conclusion 90

5.3 Recommendations 94

REFERENCES 96-98

APPENDICES 99-107



vii

LIST OF TABLES

Table 2.1:  Evolution the degree of Decentralized Government 11

Table 3.1: Administration of Nepalgunj Municipality 34

Table 3.2: Budget Policy of Nepalgunj Municipality 36

Table 4.1: Sources of Revenue of Nepalgunj Municipality and its growth rate 41

Table 4.2: Internal Sources of Revenue of Nepalgunj Municipality
and its growth rate 43

Table 4.3: Composition of Local Taxes of Nepalgunj Municipality
and its growth rate 46

Table 4.4: Fees and Fines of Nepalgunj Municipality and its growth rate 49

Table 4.5: Property Rental of Nepalgunj Municipality and its growth rate 51

Table 4.6: Other Revenue Sources of Nepalgunj Municipality and its growth rate 53

Table 4.7: Composition of External Source of Revenue of
Nepalgunj Municipality and its 55

Table 4.8: Miscellaneous Income of Nepalgunj Municipality and its growth rate 58

Table 4.9: Composition of Grants of Nepalgunj Municipality and its growth rate 59

Table 4.10: External Grants/Sources of Nepalgunj Municipality and its
growth rate 62

Table 4.11: Equivalent Cost Participatory of Nepalgunj municipality and
its growth rate 63

Table 4.12: Total Revenue, Balance Forward and Net Total Revenue of
Nepalgunj Municipality and its growth rate 65

Table 4.13: Total Expenditure of Nepalgunj Municipality and its growth rate 67

Table 4.14: Composition of Regular Expenditure of Nepalgunj Municipality

and its growth rate 69

Table 4.15: Composition of Current Expenditure of Nepalgunj Municipality
and its growth rate 71

Table 4.16: Dept Payment of Nepalgunj Municipality and its growth rate 76

Table 4.17: Composition of Ordinary Capital of Nepalgunj Municipality
and its growth rate 78

Table 4.18: Development Expenditure of Nepalgunj Municipality
and its growth rate 80

Table 4.19: Composition of GoN/To Grants of Nepalgunj Municipality
and its growth rate 83



viii

Table 4.20: Composition of Other Investment of Nepalgunj Municipality

and its growth rate 85

Table 4.21: Balance Sheet of Revenue and Expenditure of

Nepalgunj Municipality 87

Table 4.22: Expenditure-Revenue Ratio of Nepalgunj Municipality 88



ix

LIST OF FIGURES

Figure 4.1: Line Chart of Sources of Revenue of Nepalgunj Municipality 42

Figure: 4.2: Line Chart of Internal Sources of Revenue of Nepalgunj Municipality 44

Figure 4.3: Line chart of Composition of Local Taxes of Nepalgunj Municipality 48

Figure 4.4: Line chart of Composition of Fees and Fines of Nepalgunj Municipality 50

Figure 4.5: Line chart of Property Rental Property Rental of Nepalgunj

Municipality 52

Figure 4.6: Line chart of Other Revenue of Nepalgunj Municipality 54

Figure 4.7: Line chart of External Sources of Revenue of Nepalgunj Municipality 57

Figure 4.8: Line Chart of Miscellaneous Income of Nepalgunj Municipality 58

Figure 4.9: Line Chart of Grants of Nepalgunj Municipality 61

Figure 4.10: Line Chart of External Sources/Grants of Nepalgunj Municipality 62

Figure 4.11: Line Chart of Equivalent Cost Participatory of Nepalgunj

Municipality 64

Figure 4.12: Line Chart of Total Revenue, Balance Forward and

Net Total Revenue of Nepalgunj Municipality 66

Figure 4.13: Line Chart of Total Expenditure of Nepalgunj Municipality 68

Figure 4.14: Line Chart of Regular Expenditure of Nepalgunj Municipality 70

Figure 4.15: Line Chart Composition of Current Expenditure of  Nepalgunj

Municipality 74

Figure 4.15.1: Line Chart Composition of Current Expenditure of  Nepalgunj

Municipality 75

Figure 4.15.2: Line Chart Composition of Current Expenditure of  Nepalgunj

Municipality 75

Figure 4.16: Line Chart Composition of Dept Payment of  Nepalgunj Municipality 77

Figure 4.17: Line Chart Composition of Dept Payment of  Nepalgunj Municipality 79

Figure 4.18: Line Chart of Development Expenditure of  Nepalgunj Municipality 81

Figure 4.19: Line Chart of GoN/ To Grants of Nepalgunj Municipality

and its growth rate 84

Figure 4.20: Line Chart of Other Investment of  Nepalgunj Municipality and its

growth rate 86



x

LIST OF ACRONYMS

LSGA Local Self Governance Act

LSGR Local Self Government Revenue

VDC: Village Development Committee

DDC: District Development Committee

CBS: Central Bureau of Statistics

CDP: Community Development Program

CLGF: Commonwealth Local Government Forum

CTEVT: Council for Technical Education and Vocational Training

GR: Government Rent

LD: Local Development

MCPM: Minimum Condition and Performance Measure

LG: Local Government

LN: Local Non Govermental Organization

GoN: Government of Nepal

NGOs: Non-Governmental Organizations

OIP: Organizational Improving Program


