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Responsibilities of citizens in tax management

Krishal Karmacharya

A tax is a financial charge
assessed and imposed upon a
taxpayers (individual or legal entity)
by the government or state for the
services which can be provided by
the government or state only.

'Tax and Death are two eternal
truths of life'

The quote above shows that tax
is compulsory charge imposed upon
a person of the country or, on any
organization. The failure to pay tax, or
evasion of resistance to collection of tax
is punishable by law. The government
collects different types of taxes and
varies the tax rates. This is done to
distribute the tax burden to individuals
or classes of the population.

Tax consists of direct and indirect
taxes Indirect tax is a tax levied by the
government on goods and services
rather than on income or profit.

Direct Tax is a tax, like income
tax, that is levied on the income or
profit of individuals or organizations
(business). Historically, taxes were
also collected for expenditure on wars
and protection of public properties.

In the context of Nepal, The
Government of Nepal (GON) collects
revenues which can be broadly classified
as tax revenue and non-tax revenue. Tax
revenues include non-repayable receipts
including fees, fires, dividend etc. Tax
revenues can be broadly seen as:

- Customs : Customs include import
tax, export tax, Indian excise fund. It
is also called commodity tax based on
foreign trade.

- Tax on consumption and production of
goods and services: They include excise
duty, sales tax, entertainment tax, value
added tax (VAT) air flight tax, road and
bridge tax etc. It is also called internal
commodity tax on goods and services.
- Land revenue and registration : It
includes land revenue and, house and
land tax and also urban house and land
tax, vehicle tax and tax on interest.

- Tax on property, profit and income -
This source includes income tax from

Krishal Karmacharya, second place holder on essay competition held by IRD,
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public enterprises, private corporate
houses and individuals.

Customs and tax on consumption
and production of goods and services
fall under indirect tax while land
revenue and tax on property, profit
and income fall under direct taxes.

All these taxes are collected by the
governmentand the collection is governed
by certain tax laws or rules. In Nepal, tax
law was implemented in 2002 A.D. (1958
B.s.) Under, the ministry of Finance, there
are many government institutions and
local bodies working throughout Nepal.
The Inland Revenue Department (IRD)
is responsible for the administration of
income tax, value added tax (VAT) and
excise duty and also for monitoring
non-tax revenues of the government.
The ministry of finance constituted the
Revenue Advisory Board in May, 2000
by replacing Tariff Board with a purpose
of advising the government about various
dimension of taxation, especially devising
long term revenue policy.

Talking about tax system of Nepal,
ithas not been good these past year. Many
factors contribute to this condition.

Tax avoidance, evasion,
delinquency have increased
substantially over the years. These are

the critical reasons why the number
of taxpayers is just 3,70,000 (IRD,
2009/10) Which is about 1.5% of the
total population. Tax avoidance is not
deemed (looked upon) as to be against
the law. This adds to the misery of
general people and public activities.
Shouldn't there be any rigid law for
such case ? The citizens should raise
voice and ask this question to the
concerned stakeholders.

For better tax management,
the tax administration should be
provided best technical and logistic
support. It is imperative to develop
and expand networking database
and information system for the tax
administration to be dynamic. An
elastic tax system ensures that the
principles of taxation are properly
followed and equity, efficiency and
growth is experienced.

It is a legal duty of citizens to
pay taxes to the government and the
government expects every citizen to
understand that the tax they pay will
be mobilized and used for providing
services to them. The citizens are
expected to be loyal to the state.
Tax avoidance has proved to be

Continue...17 page
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Responsibilities...

detrimental to the tax management sector. There are certain
things the government and administration and the citizens
can do to lessen the problems faced by tax management.
Improving the legal frame work to weed out the
possibilities of tax avoidance.

An effective way to weed out the opportunities of tax
avoidance is to tighten the legal framework. The best persons
to do so would be the very tax lawyers and consultants who
make a living by 'Creatively avoiding legal tax burden.
However, the government should provide attractive
remuneration packages to have them to the other side.
Improving incentives for tax payment.

Another effective and creative approach could be to improve
incentives to those who pay their tax. For example- it would work
if tax rebates were provided to the tax paying organizations which
finance the government's development work.

Persuasive and far reaching educations

Many people are unaware of the laws of taxation and its
potential benefits to the development of country. This adds to the
gap between the tax revenues to be collected and the tax revenue
actually collected. So, persuasive education can help to overcome
this, from the school curriculum.

Active role of civil societies in raising civic consciousness
in the society.

The civil societies are forums of common-minded
people from various background who have the same interest.
So, civil societies can integrate different people and make
them inclined towards paying taxes.

To solve the problems of taxation in Nepal, it is imperative to
understand the local contest and use creative ways rather then the
hard hand of law. A key reason for people not paying taxes in that,
they do not see any corresponding improvements in the public
services that directly affect their lives. The urban people don't
relate to better roads in the rural areas. The rich do not use public
services like education facilities and public transport as much as
the poor do. Thus, it is critical to communicate the improvements
to the public through various channels (like Media).

Tax Management is a challenging job for the government
administration, especially in a country like Nepal, where a
majority of people live under abject (absolute) poverty and the
people who are involved in economic activities have limited
taxable capacity. clearly support from each and every sector
of the country is required for efficient tax management. The
citizens role can prove to be instrumental in this case. They can
pay their taxes timely and persuade others to pay, and make
many others to do so as well.

Here, a quote of a popular personality Ronald Reagan would
add quite a meaning to the role of citizens in tax management.

'The taxpayer That's someone who works for the
government but does not require to take the civil service
examination.'

This also proves, how important is the role of citizens and
to what extent they can contribute to the overall development
of nation. Nation building is the prime responsibility of well
civilized citizen of the present century.

Class : 11, College : Bagmati College, Sukedhara.
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