
1

IMPACT OF PUBLIC DEBT ON THE ECONOMIC

GROWTH OF NEPAL

A Thesis

Submitted to the Central Department of Economics,

Tribhuvan University, Kirtipur, Kathmandu, Nepal,

in the Partial Fulfilment of the Requirements

for the Degree of

MASTER OF ARTS

in

ECONOMICS

By

Sundar Prasad Sharma

Central Department of Economics

Exam. Roll No.: 370/067

TU Reg. No.: 5-2-19-534-2006

Kathmandu, Nepal

April 2019



2

RECOMMENDATION LETTER

The thesis entitled IMPACT OF PUBLIC DEBT ON THE ECONOMIC

GROWTH OF NEPAL submitted by Mr. Sundar Prasad Sharma has been

completed by under my guidance and supervision. This thesis is the outcome of his

own intensive and independent research work and has been prepared in the form as

required by the Central Department of Economics. Therefore, I recommend it for

examination by the Thesis Committee of the Degree for Master of Arts in

Economics.

………………..…………

Prof. R.K. Shah, Ph. D.

(Thesis Supervisor)

Date: 2075/12/11 BS



3

APPROVAL LETTER

The Thesis entitled IMPACT OF PUBLIC DEBT ON THE ECONOMIC

GROWTH OF NEPAL submitted by Mr. Sundar Prasad Sharma has been

accepted as a partial fulfillment of the requirements for the degree of Master of Arts

in Economics.

Thesis Committee

…………………...…………

Prof. Kushum Shakya, Ph.D.

(Head of the Department)

…………………...…………
Prof. Kushum Shakya, Ph.D.

(External Examiner)

…………………...…………
Prof. R.K. Shah, Ph.D.

(Thesis Supervisor)

Date: 2075/12/26 BS

09/04/2019 AD



4

ACKNOWLEDGEMENTS

My deepest gratitude goes to my thesis supervisor Prof. R.K Shah for his continued

guidance, encouragement, motivation and support at each step of the study. I am

grateful to Prof. R.K. Shah, Central Department of Economics, for giving me a great

opportunity to conduct this study.

I would like to express my gratefulness to   Prof. Kushum Shakya, Ph.D., Head of the

Central Department of Economics, who provided me the opportunity to write this

thesis.

My veneration goes to all my respected teachers and personnel of CEDECON who

conveyed their timely and significant suggestions for this thesis both at formal and

informal meetings. I would also like to appreciate to different organizations,

institutions and individuals who helped me in this matter.

I would like to express my gratitude and appreciation to my friends and family

members for their genuine support to complete this thesis.

Despite my almost care and efforts, I bear the full responsibility for any errors and

discrepancies that might have occurred in this study report.

Sundar Prasad Sharma



5

TAB LE OF CONTENTS

Page No.

RECOMMENDATION LETTER i

APPROVAL LETTER ii

ACKNOWLEDGEMENTS iii

TAB LE 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 Significance of the Study 4

1.4 Limitations of the Study 5

1.5 Organization of the Study 5

CHAPTER II: REVIEW OF LITERATURE 6-33

2.1 Theoretical Perspective 6

2.1.1 Classical Review 6

2.1.2 Keynesian Review 8

2.1.3 Post-Keynesian Review 10

2.1.4 Review in Modern Context 13

2.2 Empirical Perspective 17

2.2.1 International Review 17

2.2.2 National Context 25

2.3 Research Gap 32

CHAPTER III: RESEARCH METHODOLOGY 34-38

3.1 Research Design 34



6

3.2 Nature and Sources of Data 34

3.3 Period of the Study 34

3.4 Definition of Variables 34

3.5 Analysis and Interpretation of Data 35

3.6 Statistical Test of Significance 37

3.6.1 The Test of the Goodness of Fit (R2) 37

3.6.2 Test of Significance of the Parameter Estimates 37

3.6.2.1 t-test 37

3.6.2.2 F-test 38

3.6.2.3 Durbin Watson (D.W.) Test 38

3.7 Data Analysis Procedures 38

3.8 Tools of Data Analysis 38

CHAPTER IV: INTERPRETATION AND ANALYSIS OF DATA 39-49

4.1 Analysis of Data 39

4.2 Trend of Debt and GDP of Nepal 40

4.3 Trend of Debt, Foreign Grants, Government Revenue and GDP 42

4.4 Descriptive Analysis 44

4.5 Correlation Analysis 45

4.6 Regression Analysis 46

4.7 Concluding Remarks 48

CHAPTER V: SUMMARY OF FINDINGS, CONCLUSION AND

RECOMMENDATIONS 50-54

5.1 Summary of Findings 50

5.2 Conclusion 52

5.3 Recommendations 53

REFERENCES 55-59



7

LIST OF TABLES

Table No. Title Page No.

Table 4.1 Trend of Debt and GDP of Nepal 40

Table 4.2 Trend of Debt, Foreign Grants, Government Revenue and GDP 42

Table 4.3 Descriptive Statistics 44

Table 4.4 Correlation Analysis 45

Table 4.5 ANOVA 46

Table 4.6 ANOVA 47

Table 4.7 ANOVA 48



8

LIST OF FIGURES

Figure No. Title Page No.

Figure 4.1 Trends of Debt in Nepal 41

Figure 4.2 Trend of Debts, Foreign Grants, Government Revenue and GDP 43



9

ABBREVIATIONS/ACRONYMS

MoF : Ministy of Finance

GDP : Gross Domestic Product

FY : Fiscal Year

LDCs : Least Developed Countries

VAT : Value Added Tax

IMF : International Monetary Fund

NRB : Nepal Rastra Bank

NPC : National Planning Commission

WB : The World Bank

WDR : World Development Report

NG : Nepal Government

NRs : Nepalese Rupees



10

IMPACT OF PUBLIC DEBT ON THE ECONOMIC GROWTH OF NEPAL Sundar Prasad Sharma 2019


