CHAPTER 13
 PUBLIC FINANCE

Until the inception of five year development plan in the country, the economic activities were basically involved in traditional way. The economic transaction was done through barter system; taxes were being collected in the form of kind and labour. The citizens were to remit certain portion of their agricultural, forest and livestock produce to government and mandatory to provide labor services to accomplish national developmental activities.
With start of Five Year Plan development in 1961 and steady economic integration at regional to global level has necessitated institutionalization of contemporary public finance system in the country. For this, the position of a Finance Secretary was created in the Royal Secretariat in 1963 and Ministry of Finance is one among the first few Ministries established in 1968. Further with introduction of Bhutanese paper currency in 1974, there has been systematic transition from barter system to monetized economy and the ancient taxation system has been gradually phased out and replaced by monetary taxation. In order to institutionalize the fair and equitable taxation and for coherent and rational tax system, taxation policy were initiated in the year 1989. The taxation policy was further revised in 1992, to trim down the tax formation and also to widen tax base in the country.
As required by Public Finance Act, 2007, the Ministry of Finance is responsible for overall financial management through effective and efficient use of public resources. As mandated for maintaining sound fiscal and macroeconomic policies, it coordinate, presents and produce macro-fiscal or government finance statistics of the country.  Share of government expenditure to GDP is substantial and is significant for overall economic development of the country.
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