A STUDY ON CORPORATE TAX CONTRIBUTION ON
GOVERNMENT REVENUE IN NEPAL

By:

Kamal Chandra Devkota
Prithvi Narayan Campus
T.U. Registration No.: 28864-93

A Thesis Submitted to:

Office of the Dean
Faculty of Management
Tribhuvan University

in partial fulfillment of the requirements for the degree of
Master of Business Studies (M.B.S))

Pokhara
April, 2010



Faculty of Management

VIVA-VOCE SHEET

We have conducted the viva- voce examination of the
Thesis presented by
Kamal Chandra Devkota
Entitled
A Study on Corporate Tax Contribution on Gover nment Revenuein Nepal

and found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be accepted as
partial fulfillment of the requirement for Master’s Degree in Business Studies
(MBS).

Viva- Voce Committee

Chairperson, Research Committee:

Member (Thesis Supervisor):

Member (External Expert):

Date: 2010/04/10



Faculty of Management

RECOMMENDATION

Thisisto certify that the thesis
Submitted by
Kamal Chandra Devkota
Entitled
A Study on Corporate Tax Contribution on Gover nment Revenue in Nepal

has been prepared as approved by this Department in the prescribed format of

Faculty of Management. Thisthesisisforwarded for examination

Supervisor: Head of Department

Name: KarnaB. Poudyal, PhD. Signature:-

Signature:-

Date:- Campus Chief
Signature:-

Date:-




Acknowledgements

All the successful attempts are the result of contribution of some co-operative
hands. A number of individuals have helped and encouraged me in various
ways in completing this study. | herewith express my sincere gratitude to all of

them.

First of al, | am highly indebted to my respected teacher Dr. Karna Bir
Poudyal for his valuable guidance and supervision to conduct and complete the
thesis. | wish to express my gratitude to Dr. Puspa Rg Sharma, Head of
Department of Management and Chairman of Research Committee, for his
valuable suggestion and comments. Moreover, | am deeply indebted to all my
respected teacher of PNC for their valuable advices and inspiration to complete

thisthesis.

| would be failing in my duty if | do not express my gratitude to my parents
Uma Kanta Devkota and Uma Maya Devkota whose unending inspiration and
immerse love have brought me on the present status. | am sincerely grateful to
my brothers Deepak Raj Devkota and Gopi Krishna Devkota. | am also grateful
to my friends Mr Maheshwor Maharatta, Likewise, | am deeply indebted to Mr.
LilaRa Chhetri Campus Chief and other Admin Staff of PNC, who helped me
in this work right from its inception and whenever | needed any help | found
them always there for me. | am obliged to all the respondents who helped me
collect the required information. | express my sincerely thank to Central
Library and Library of Central Department of Management.



Kamal Chandra Devkota

Researcher
List of Abbreviation
CEDA Central Economic Development Centre
DDC District Development Committee
FIY Fisca Year
Fig. Figure
GDP Gross Domestic Product
Gon. Government of Nepal
IRD Inland Revenue Department
IRO Inland Revenue Office
ITA Income Tax Act
MoF Ministry of Finance
MBS Master of Business Studies

NPEDC National Productivity and Economic Development Centre

NTC Nepal Telecommunication Corporation
NRB Nepal Rastra Bank

Rs. Rupees

Sec. Section

T.U. Tribhuvan University

TDS Tax Deduction at Source

VAT Value Added Tax



VIDS Voluntary Disclosure of Income Scheme
Ind. Industry

P.C Public Company



Acknowledgements

TABLE OF CONTENTS

CHAPTER I: INTRODUCTION
1-9

1.1 Genera Background

1.2 Focus of the Study

1.3 Statement of the Problem

14 Objectives of the Study

15 Importance of the Study

1.6 Limitations of the Study

1.70rganization of the Study
CHAPTERII1: REVIEW OF LITERATURE

10-37

21 Conceptual/Theoretical Review

2.2 Review of Related Studies
CHAPTER I1I: RESEARCH METHODOLOGY

38-41
31 Type of Research
38
3.2 Research Design
38
3.3 Population and Sample
34 Nature and Source of Data

10

39

38



35 Data Collection Procedure

40
3.6Data Processing and Analysis Procedure
40
3.7Limitation of Methodology
40
CHAPTERIV: DATA PRESENTATION AND ANALYSIS
42-72
4.1 Data Presentation and Analysis
42
4.2Empirical Study
57
4.3 Magjor Findings of the Study
70
CHAPTER V: SUMMARY, CONCLUSIONSAND
RECOMMENDATIONS
73-77
51 Summary
73
52 Conclusions
74
53 Recommendations
76
Bibliography
Appendix
LIST OF TABLES
Page

3.1.  Group of Respondents and Size of Sample
39



4.1  Structure of Total Tax Revenuein Nepal
43

4.2.  Composition of Tax Revenue

4.3  Composition of Income Tax Revenue
46

4.4 Contribution to GDP

45 Contribution of Income Tax to Total Revenue
49

4.6  Structure of Corporate Tax Revenue in Nepal
50

4.7  Structure of Government Revenuein Nepal
53

4.8  Caculation of correlation between Corporate Income Tax and Other Tax
54

4.9  Revenue Contribution on Government Corporation
56

4.10 Group of Respondents and No. from each Category
58

411 Roleof Income Tax in Government Revenue
58

4.12 Contribution of Income Tax Revenue in Nepal
59

413 Evauation of New Income Act
60

4.14 Important Provisionin New ITA
61



4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

1

2

3

Correlation Test

63

Reason for Reduction of Income Tax after New Act
64

Efficiency of Income Tax System
65

Effectiveness of Tax Administration
66

Degree of Change Required in Rules and Regulation
67

Degree of Change Required Tax Administration
68

Treatment to Admin. Staff to make them more Resp. and Energetic
69

Way to make Taxpayers more Responsible
70

LIST OF FIGURES

Composition of Total Revenue

Composition of Tax Revenue

Composition of Income Tax Revenue

a7

Page

43

45



4 Contribution to GDP

48
5 Percentage of Income Tax to Total Revenue
6 Sector Wise Revenue Collection

7. Sector Wise percentage Revenue Collection

8. Revenue Contribution from Government Corporation
57

49

52

51



