
STRUCTURE AND RESPONSIVENESS OF TAX YIELDS

IN NEPAL

A Thesis

Submitted to

Department of Economics

Faculty of Humanities and Social Sciences

Tribhuvan University, Nepal

in the Partial Fulfillment of Requirements for the Degree of

MASTER OF ARTS

in

ECONOMICS

By

Giri Raj Aryal

Roll No: 480129

T.U. Regd. No: 5-2-33-555-2008

Department of Economics

Prithvi Narayan Campus, Pokhara

February, 2022

ST
R

U
C

T
U

R
E

 A
N

D
 R

E
SP

O
N

SIV
E

N
E

SS O
F

 T
A

X
 Y

IE
L

D
S IN

 N
E

P
A

L
G

iri R
aj A

ryal          F
ebruary,  2022



ii

LETTER OF RECOMMENDATION

This thesis entitled STRUCTURE AND RESPONSIVENESS OF TAX YIELDS

IN NEPAL has been prepared by Mr. Giri Raj Aryal under my supervision. I hereby

recommend this thesis for final examination by the Thesis Committee as a partial

fulfillment of the requirements for the Degree of MASTER OF ARTS in

ECONOMICS.

………………………….

Prof. Dr.Lekhnath Bhattarai.

(Thesis Supervisor)

February 10,2022



iii

APPROVAL SHEET

We certify that this thesis entitled STRUCTURE AND RESPONSIVENESS OF

TAX YIELDS IN NEPAL submitted by Mr. Giri Raj Aryal to the 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 this thesis as a part of the Degree.

Thesis Committee

……………………………
Prof. Dr. Lekhnath Bhattarai

(Head of the Department)

………………………
Prof. Dr. Vikash Kumar K.C

(External Supervisor)

……………………………
Prof. Dr. Lekhnath Bhattarai

(Thesis Supervisor)

February 15 2022



iv

ACKNOWLEDGEMENTS

During the course of this study, I have received significant help from a number of

people whose input was helpful in accomplishing this work. Sincere thanks go to the

Head of the Department and supervisor Prof.  Dr. Lekhnath Bhattarai, Department of

the Economics , Prithvi Narayan Campus, Pokhara 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.

My special thanks go to my friend Dhurba and Purna for their support and motivation,

I could not have completed this thesis. I would also like to thank my wife Kabita

Pangeni, and my all friends and family who provided me the necessary help and

suggestions to accomplish this thesis.

Similarly, I express my great thanks to all my teachers from Department of

Economics for their suggestions, guidance, and care to me during my study period.

Giri Raj Aryal



v

ABSTRACT

GDP is the monetary measures of the market value of all the final goods and services

produced in a specific time period by countries. Taxation has a significant impact on

GDP growth rates. Taxation is the major factor which supports positively for the GDP

of any nation. This study analyses the Structure and Responsiveness of tax yields in

Nepal. For this  analysis four dependent variables i,e. Total Revenue (TR), Tax

Revenue (TTR), Direct tax (DT), Indirect tax(IDT) and Explanatory variable i,e.

Nominal GDP have been considered. The data for the time frame ranges from FY

1990/91 to 2016/17 are considered. The relationship has been analysed by the help of

E-views 10 software. The study found that the taxes are not responsive with all

elasticity coefficients and tax structure of Nepal is buoyant.

For achieving the ultimate goal of any countries, it needs huge amount of investment,

Taxation may be considered as a basic tool in the path of economic development.

However the study revealed that Nepal has an inelastic tax structure. Taxes are not

greatly responsive to change in income with the elasticity coefficient registering

below unity. Therefore the automatic responsiveness of taxes to income is seen to be

low. It was not sufficient in generating adequate revenue required to finance the

budget, although reforms undertaken can improve tax elasticity. From this study we

can conclude that a big percentage of tax revenue comes from discretionary tax policy

and not from pure responsiveness of tax revenue to changes from national income.

Considering the whole study period (1990/91-2016/17), it is concluded that Nepal has

generally an inelastic tax system and a tax effort which is less than one. Therefore the

tax system is not revenue enhancing. That also implies that whole period was

characterized by inadequate total tax revenue. The tax system needs redesigning so as

to increase tax revenue generation. Inadequate tax revenue generation testifies to the

fact of the persistence of national budget deficits in Nepal.
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