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ABSTRACT

GDP is the monetary measures of the market value of al 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.
Nomina 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 goa 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 nationa income.

Considering the whole study period (1990/91-2016/17), it is concluded that Nepal has
generally an inelastic tax system and atax 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 deficitsin Nepal.
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