
AM O N G the many changes that 
have taken place in Nepa l after 

the over th row of the R a n a rule is 
the presentation of a budget. So far 
the count ry has seen t w o publ ic 
budgets, w h i c h is a measure of its 
modernisa t ion i n t h e f inancial 
sphere. There was no difference 
before this between the State funds 
a n d the p r i v y purse of the r u l i n g 
P r ime M i n i s t e r and there was 
h a r d l y any nucleus for a, Finance 
Depar tmen t . W h i l e presenting the 
first budget for 1951-52 to the 
count ry t h r o u g h Nepa l Rad io , 
Nepal 's first Finance M i n i s t e r ex
p la ined that the estimates under 
m a n y of the heads were far f rom 
accurate or exhaustive. Th i s was 
inevi table in v iew of the state of 
affairs that had prevai led so long. 
Even the second budget presented 
in October last covering" the per iod 
f r o m Ju ly 1952 to June 1953 was 
not free f r o m deficiencies, though 
compared to the first budget it was 
more comprehensive and clear cut. 

THE REVENUE SYSTEM 
The principal head of revenue 

of the country is land revenue, 
wh ich yielded Rs 04,0 5,000 in 
1951-52 and is expected to yield 
Rs 1,23,32,000 111 1952-53. Cus
tom duties occupy the second place 
w i t h an yield of Rs 1 ,00,0000 in 
the current budget as against 
Rs 72,98,000 in the last budget. 
T h e yield from forest is not expect
ed to increase much—the revenue is 
placed at Rs 32,40,000 as against 
Rs 30,00,000 m the fust budget. 
Th i s is surprising in view of the 
fact that the country possesses dense 
forests. This meagre yield is partly 
due to lack of knowledge on the 
part of the Government of the 
existing forest resources in the coun
t ry and partly due to the anachro
nistic feudal system of land tenure, 
especially the Birla System (no rent 
land) in most parts of the country, 
which legalises the individual owner
ship of forest resources also. The 
main revenue under forests is deriv
ed from the sale of (1) t imber and 
other produce removed from the 
forests by the consumers or pur 
chasers and (ii) miscellaneous items 
of fines, refunds and rents of bu i ld 
ings, etc. But this is derived only 
from zamindari and non-birla lands 
where exploitation of the forest 
resources by private individuals is 
strictly restricted. Yie ld f r o m 
' other taxes ', specially entertain
ment taxes, i t is thought , w i l l i n 

crease considerably in the future, in 
view of the increasing number of 
cinema houses that are coming up 
in Kathmandu and elsewhere. At 
present entertainment taxes are ex
pected to bring only Rs 3,00,000. 
The head ' registration ' also shows 
an increase in yield in the current 
budget and under it arc credited 
receipts from fees charged for regis
trat ion and copying of documents. 

A glance at Table I w i l l show 
the revenue position. It w i l l be 
noticed that of all the heads of 
revenue from public utili t ies, defi
ni te improvement is expected only , 
in the yields from railways and post 
offices. The receipts under ' civil 
administration ' are also expected to 
increase from Rs 15,15,000 to 
Rs 20,48,000. Receipts from edu
cation and agriculture, however, 
remain meagre. 

This brief sketch of the revenue 
position reveals the special features 
of which the prominent one is the 
conspicuous absence of direct taxes, 
so popular in other countries in 
these days of socialism. The reve
nue from land, which is one of the 
most regressive of taxes, is the main-
stay of the country's finances. As 
compared to the previous budget the 
revenue from excise, under which 
Government contracts are included, 
is expected to increase t w o f o l d . 
The yeild from entertainment taxes 
is quite encouraging and it may be 
hoped that in future more of such 
taxes would be levied to readjust 
the burden of taxation. 

THE EXPENDITURE SYSTEM 

On the expenditure side, the 
budget discloses certain features, 
which have got an important bear 
ing on the 'finances of the Govern
ment. The most remarkable fea
ture is the expenditure on defence 
which is estimated at Rs 1,27.17,000 
as against Rs 1,28,37,000 in the last 
budget. In view of the advent of a 
top-heavy general administration in 
the new set-up, the increasing tend 
ency of defence expenditure deserves 
particular at tention. In the last bud 
get, the total expenditure on genera: 
administration was Rs 1 ,38.55,000: 
in the current budget It has mount 
ed to Rs 2,24,22,000. 

Today the budget of any gov 
eminent w i l l have to be naturally 
judged by the provision made in it 
for social services and the promo-
tion of nation bui lding activities. 
But in Nepal , it is generally believed 
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financial year. 
At the t ime of presenting .the 

current budget also a Finance Min is 
try spokesman had stated that the 
deficit of Rs 80,80,000 wou ld be 
wiped out by increase in railway 
fares, postal rates, registration fee, 
imposi t ion of radio l icensing fee and 
some new taxes. It was fur ther 
stated that about Rs 30,00,000 
would be met f rom previous year's 
carry over and the rest through eco
nomy measures or f rom a budget 
equalisation f und . 

Nowadays, great emphasis is being 
placed on deficit budget ing, espe
cially in backward countries. There
fore, a surplus or deficit in the bud
get alone is not a sufficient criteria 
for judging the f inancial posit ion of 
a country. It is wor th considering, 

645 

June 6, 1953 

tha t in the present circumstance, 
any considerable addi t ion to expen
di ture is precluded by the deficit 
budgetary situation and the need to 
provide tor internal security, wh ich 
has become all the more impor tant 
in view of the general atmosphere 
of lawlessness and disorder in the 
country . 

T h e expenditure on education 
accounts for 3.02 per cent of the 
total , whi le that on defence amounts 
to 22,18 per cent. Absolutely 
.speaking, the expenditure on defence 
is not h igh , but as compared to 
education and other social services, 
i t cannot be justified. W h i l e pre
senting the last budget, the Finance 
Minis te r had said that as compared 
to the Rana regime, there had been 
an increase in expenditure on edu
cation to the extent of 50 per cent 
and 38 per cent on health. This 
is all that can be said about 
expenditure on social services and 
nation bui ld ing activities under the 
Rana rule and the endeavours made 
by the present Government. it is 
a glaring anomaly that the annual 
expenditure of His Majesty, The 
King of Nepal , Queens, and Princes, 
etc, should exceed the amount incur
red on education. Though the food 
shortage is not the problem tor 
Nepal that it is in India, still Nepali 
agriculture and is subsidaries need 
fundamental improvement. A closer 
examination of the expenditure side 
clearly shows that there is no clear-
cut policy for agricultural develop
ment. There is only a provision 
for takavi loan to the extent of 
Rs one lakh in the current budget. 
T h e budget does not give any indi
cation that the Government has a 
programme of capital works, and 
social and developmental services. 

RS 1.28-CRORE DEFICIT 
The budget shows an overal l defi

cit ot Rs 1,28.23,000. The magni
tude of the deficit is certainly stag 
goring. But compared to the last 
budget, which had a deficit of 
Rs 2,20,05,000, the improvement 
effected appears to be substantial. 
W h i l e presenting the last budget, 
the Finance Minis te r had referred to 
a number of ways and means for 
wip ing out the deficit. He had 
suggested that the export and import 
duties would be enhanced and 
brought to a par w i t h the duties 
imposed by the Government of 
India in accordance w i t h the Indo-
Nepal Trade Agreement. He had 
also made a pointed reference to the 
levy of agricultural income tax and 
a number of other taxes, bo th direct 
and indirect . Bu t none of these 
changes were effected dur ing the 



however, for what purpose the deficit 
in incurred—for social services and 
nat ion bui ld ing activities or econo
mic development and reconstruc
tion? H a d i t been incurred to 
finance essential developmental pro
jects, the deficit might have been 
justified in certain circumstances. 
But in Nepal , inspire of the general 
neglect of such works, there is short
age of revenue even in meeting cur
rent expenditure. therefore, it is 
obvious that the present budgetary 
deficit is a great l iabi l i ty to the 
country and raises grave doubts about 
the financial posi t ion. 

HOW TO WIPE OUT DEFICIT? 

For br idging the gap in the bud
get, some measures have been taken 
by the Government very recently. 
T h o u g h belated, it is a happy 
augury. For opening a bar, the 
licensing system has been introduced 
for the first time in the country. 
Expor t duties have been consider
ably increased, especially on overseas 

exports. Rates of registration also 
have been enhanced, and at least 
doubled in most cases. The rates 
on ropeways and trolleys also have-
been considerably increased. But it 
may be asked why instead of being 
introduced in the beginning of the 
financial year all these measures have 
been brought in to force only towards 
the close of the year? 

It has been mentioned that the 
income from forests has been so far 
deplorably low, being only 8.07 per 
cent of the total , because of the 
antiquated system of land manage
ment . In this connection, the first 
step recently taken by the Govern
ment towards the nationalisation of 
all the forest resources of the coun-
try belonging even to the private 
estates and Birta holders deserves 
praise and it is expected that this 
measure w i l l be instrumental in rais
ing the revenue considerably. In 
order to increase the income of the 
State from forests, the fo l lowing 
measures are being considered: the 
sale of the products of small forest, 
taking over the sale of the t imber 
of dry trees by the Government, 
preservation of forests by means of 
afforestation and the new planta
tions, and scientific marking of the 
trees that are to be sold. 

The Finance Minis te r had refer
red in his last budget speech to 
the idea of levying direct taxes and 
more particularly, the agricultural 
income tax. But in the present 
budget, there is no ment ion of such 
taxes. In these days, no country 
can do wi thout direct taxes. A revi
sion of land revenue assessment has 
been long overdue for almost all 
the districts. Under the existing 

abnormal circumstances, a revision 
of land revenue, wh ich would be 
effective for the next few years, may 
not be feasible. Bu t a tax on agri
cultural income can be very easily 
introduced. Besides yielding reve
nue, such a tax would also correct 
the lack of equity in the propor
tional and regressive land taxes. 

As a matter of fact, there is the 
necessity of a more fundamental 
change in the tax structure. Under 
the Rana rule taxes, if any, were 
levied mainly on the poor people. 
There was a tax on coolies while 
the Ranas and big landlords were 
given facilities even in the payment 
of land dues. There is also a scope 
for some sort of Estate Duties over 
and above the agricultural income 
tax, combined w i th a further reduc
t ion in private and business taxes. 
Besides these, some reliance can be 
placed on a variety of direct: taxes 
like sales tax, business profit tax, tax 
on vehicles, etc. 

CENTRAL TREND'S 

The above study is enough to 
show that the finances of the coun
try have not been prudently manag
ed hi therto. With a population of 
one crore, the annual revenue of the 
Government of Nepal docs not 
compare wi th that of any country 
under similar conditions. The bud
get also shows that in the perspec
tive of the long term economic 
development, i.e, the criterion of 
expansion, l i t t l e provision has been 
made for economic reconstruction, 
partly because of the paucity of 
capital formation. So, Nepal has to 
launch on her development pro-
gramme wi th a legacy of one cen
tury of Rana rule. 

DEFECTS IN BUDGETTING. 

The method of collection of 
figures and compilat ion is defective 
in numerous ways. The accepted 
criteria of a good budget are intel l i
g ib i l i ty , accuracy and completeness. 
The Nepal budget does not fulfil 
any of these criteria satisfactorily. A 
budget is regarded these days not. 
merely as an estimate of income and 
expenditure of a government during 
a particular t ime, but more as an 
instrument of economic policy. T h e 
Nepal budget, unhappily, does not 
satisfy the requirements of an ade
quate budget and therefore neces
sitates an over-all reform. 'The first 
th ing for this is that the budget 
should be made functional in which 
the cost of the work or service, the 
amount of at tent ion paid to the 
action taken on and the' scope and 
the magnitude of the task arc all 
brought in to proper relief. On the 
expenditure side, the whole amount 

should be arranged according to 
functions and related to the p a r t i 
cular uni t or organisation at the 
same t ime. The sub-heads of appro
priat ion also w i l l have to be stand
ardised in a scientific manner. On 
the revenue side, what is necessary 
is a classification on the accrual 
basis, ie, different receipts should be 
grouped according to their nature 
and that each group should be 
homogeneous. Most of the defects 
in Nepal's budgeting system arise 
from historical reasons and if co
ordinated efforts are made, they 
may be properly cured. For others, 
the Government should do well to 
appoin t a commit tee on B u d g e t i n g ; 
with experts for carrying out a de
tailed examination and making 
recommendations for necessary 
reforms 

'The pr ime need of the hour is to 
control inflation which has been 
accentuated by the dua l system of 
currency (the Nepali and Indian cur-
rency circulating side by side) and 
the wide fluctuations in the ex
change rate against Nepali currency. 
For combating inflation, the most 
important th ing is to get the budget 
balanced. But the extent of deficit 
of one crore and twenty-eight. lakhs 
of rupees explains the difficulty. 
The staggering deficit in the budget 
in the last two years has h a d 
important effects on the financial 
structure of the country and as a 
matter of fact brought w i th it the 
vicious spiral of rising prices and 
increased money incomes. The 
recent strike by the: teachers of the 
Government institutions demanding 
removal of inequalities in pay and 
increment of pay is an indicat ion 
both of the acuteness of the prob
lem and the difficulty of the solu
t ion . It their grievances are met, 
inflationary pressure w i l l increase. 
'There is, therefore, an immediate 
need of a more vigorous policy to 
arrest the rising prices by keeping 
exchange rate under control and cur
tai l ing heavy expenditure on c iv i l 
administration, winch has grown 
enormously top-heavy. M o r e posi
tively, measures should be adopted 
to stabilise the country's economy 
on a dist inctly lower level of prices 
than that obtaining today. It is true 
that the budgetary policy, and more 
particularly, the financial policy can
not by itself cure all economic dis
eases of a country; but it is also 
quite true that the appropriate 
financial policy of the Government, 
w i t h i n certain l imi t s imposed by 
the inherent r igidi ty of public 
spending and investments, can have 
tremendous effects; it can arrest eco
nomic degeneration and even p ro ' 
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