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Our Nation has seen great socio-economic growth but it is more important 

that we have growth with equity. We must raise, with all our effort, the less 

fortunate so that they may, at the earliest, begin to partake in the opportunities 

brought by modernization and progress.

The government has provided education to our youth. But for the nation to 

prosper for all time, a sound education must be succeeded by access to the right 

jobs and responsibilities, so that our youth may bloom as individuals and at the 

same time serve their Nation well.

 The recent Rupee shortage is a serious problem. I feel it is a reminder that, as a 

Nation, we must exercise our traditional sense of caution and work even harder 

as we address the challenges of the time. For no matter what challenges lie 

ahead, it is only the Bhutanese citizen who can protect and safeguard Bhutan.

 

- His Majesty The King’s address to the nation during the 105th National Day 

celebrations, 17th December 2012, in Thimphu.
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	 1.	 Introduction

The bottom-up Gewog-based planning process, as per the decentralized planning 
framework, was introduced in the Ninth Plan. Since then, the local governments 
have been formulating their Five Year Plans based on the development priorities 
identified by the communities at the Gewog level. 

The introduction of the Gewog-based planning process was followed by “fiscal 
decentralization” in the Tenth Plan. The allocation of annual grants to local 
governments based on the resource allocation formula that took into account 
principles of equity, transparency and objectivity was launched. The new system 
of allocating resources to the local governments provided greater predictability 
and offered higher flexibility in prioritization and programming of activities. The 
devolution of authority has enhanced capacities of the local governments in 
planning, prioritization and fiscal management.

Further, to bring clarity on the roles of various levels of the government in the 
delivery of public services at the local level and to facilitate the distribution 
of resources between the centre and the local governments, the division of 
responsibilities framework was developed in 2012. The division of responsibilities 
framework1, clearly delineates responsibilities among the central agencies, Class 
“A” Thromde, Dzongkhags and Gewogs guided by the ‘principle of subsidiarity’. 
The ‘principle of subsidiarity’ is that provision of public goods and services should 
take place at the lowest level of the government and that the centre should be 
involved only when the lower levels of the government cannot provide the goods 
and services efficiently. The division of responsibility framework will be reviewed 
during the Eleventh Plan mainly to assess the capacity of the local governments to 
shoulder increased responsibilities and to build their capacities accordingly.

In addition to the broad based socio-economic development activities, targeted poverty 
intervention programmes such as the Rural Economy Advancement Programme (REAP) 
and the National Rehabilitation Programme (NRP) were initiated in the Tenth Plan to 
accelerate poverty reduction and address disparities at the local level. Accordingly, 13 
poorest villages2 were supported through REAP I and around 109 villages have been 
identified for implementation under REAP II in the Eleventh Plan.  

1Refer www.gnhc.gov.bt/guidelines-local-government/
2Thangdokha, Dramekha and Ngatsena - Haa, Sanu Dungtoe - Samtse, Mandokha & Choleykha - 
Chukha, Lopokha - Wangdue Phodrang, Lauri - Samdrup Jongkhar, Ungar - Lhuentse, Samcholing 
- Trongsa, Reti - Sarpang, Lamtang - Zhemgang, Pam & Chaibi - Mongar.
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Under the NRP, 44 households in Khenadrang, Pemagatshel were rehabilitated. 
While the rehabilitation at Nye, Lhuentshe (55 households); Bebji, Haa (83 
households); Borangmo, Pemagatshel (51 households) and Dawathang, Samdrup 
Jongkhar (31 households) are ongoing, the planning and feasibility study for 
Tanzama, Pemagatshel and Serzhong, Tsirang respectively have been initiated 
under the programme. Efforts are also underway to identify other communities 
for rehabilitation given that this programme benefits not only the beneficiary 
communities but also the government through avoidance of the higher costs 
associated with provision of pubic goods and services for reaching the unreached.

1.1	 Planning Process

The local government plans were formulated based on the Local Government Act 
2009, the Eleventh Plan preparation guidelines, the Local Development Planning 
Manual, the Thromde Structural Plans, the Local Area Plans (LAPs) and the 
indicative five year resource envelope. The process involved close consultations 
with the communities in order to take stock of the ground realities and assess their 
needs and aspirations. These were further deliberated and discussed at the Gewog 
Tshogdes,  Dzongkhag Tshogdus, and Thromde Tshogdus before being finalized and 
approved. The draft LG Eleventh Plan was then submitted to the GNHC for further 
discussion and coordination at the national level.

While sectoral activities at the local level, as per the division of responsibility 
framework, are prioritized and planned by the local governments, the planning for 
education activities is centrally coordinated by the Ministry of Education. This is 
done given the strategic importance of the education sector for the future of our 
nation and to ensure that all children across the nation have equal access to quality, 
adequate, efficient and cost effective education services. The implementation 
is done by the local governments with resources provided by the Ministry of 
Education.   

1.2	 Resource Allocation Formula 

Criteria for Resource Allocation Formula 

Sl. No. Criteria 10th Plan 
Formula

Revised New 
Formula

1. Population 70 % 35 %
2. Poverty 25 % 0 %
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3. Area 5 % 10 %
4. Multidimensional Poverty Index3 (MPI) - 45 %
5. Transport Cost Index4 (TCI) - 10 %

The major changes in the formula in the Eleventh Plan are that allocation for 
population has been reduced from 70 percent to 35 percent, area has been 
increased from 5 percent to 10 percent, poverty criteria has been replaced by 
multidimensional poverty index with a weight of 45 percent and a new criteria 
on transport cost index with a weight of 10 percent has been included to account 
for high cost of investments in interior and remote Dzongkhags/Gewogs that face 
higher transportation costs.  

The formula based resource allocation does not apply to class “A” Thromdes.  The 
resource allocation to class “A” Thromde are need based due to the diversity and 
complexity of these Thromdes in terms of social, economic and environmental 
issues.  Further, while some Thromdes are ready with their structural plans and the 
local area plans, which form the basis for infrastructure planning and investments, 
others are still in the process of preparation. 

1.3	 Capital Allocation 

From the total capital budget of Nu. 92 billion, Nu. 25 billion (about 27 percent of 
the total) is allocated to Local Governments as follows:

•	 Formula based annual grants to the Dzongkhags and Gewogs -  	 Nu. 15 billion

o	 Of which to Dzongkhag – 	 	 Nu. 9 billion (60 percent)

o	 Of which to Gewogs – 	 	 Nu. 6 billion (40 percent)

•	 Local Government Empowerment Programme 	 	 	 	
(Dzongkhags and Gewogs )- 	 	 	 	 	 Nu.   5 billion

•	 Capital grants to class “A” Thromdes (Thimphu, Phuentsholing, 	 	 	
Gelephu and Samdrup Jongkhar) -		 	 	 	 Nu.   5 billion

Total						      Nu. 25 billion

3Income, Life Expectancy and Education Index
4Ratio of distance (kms) from the nearest markets (P/ling, S/Jongkhar, G/phu)
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The formula based annual grant of Nu. 15 billion to the local governments in the 
Eleventh Plan is 25 percent increase over Tenth Plan allocation of Nu. 12 billion. 

Nu. 5 billion under Local Government Empowerment Programme is for common 
facilities such as utility vehicles, power tillers, and Nu. 2 million per Gewog per 
year.

For the four Thromdes (Thimphu, Phuentsholing, Gelephu and Samdrup Jongkhar) 
an allocation of Nu. 5 billion is earmarked for municipal infrastructure and services. 

In addition to Nu.25 billion directly earmarked for allocation to the Local 
Governments, a provision of Nu.4.5 billion is kept under Ministry of Education for 
Dzongkhag Education Services which will be implemented and benefit the local 
governments. Moreover, the activities implemented under the Targeted Poverty 
Interventions programmes will be over the above the local government allocation. 

The capital grants allocation in the Eleventh Five Year Plan for Thimphu Thromde:  

Sl. No Thromde 11 FYP Indicative Capital Allocation (Nu 
in millions )

1 Thimphu Thromde 2000.747
2 Thromde Education 277.880

Total 2278.627
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	 2.	 Thimphu Thromde Plan

Thimphu Thromde is the capital city of Bhutan. It has seven Demkhongs with a 
total area of 26.13 square kilometers. As per Bhutan National Urbanization Strategy 
2008 (BNUS), the total population of Thimphu Thromde is estimated to be about 
120,000 as of 2011 based on growth rate of 7.3 percent per annum. The city is 
spread in the valley on either sides of the Wangchu River. 

In line with the Local Government Act 2009, Thimphu Thromde is a self-governing 
municipality with an elected Mayor, Thromde Thuemis and a Thromde Council in 
place since January 2011 

2.1	 Current Situation

Population 120,000 Access to improved sanitation 
facility (BLSS 2012)

97.1% (95.5) 

Area (sq km) 26 Child survival rate (BLSS 2012) 98.4% (96.9)
Number of Demkhongs 7 Adult literacy rate (BLSS 2012) 75.8% (55.3)
Access to improved water  
source (BLSS 2012)

99.6% 
(99.3)

ANER (Pry)-m/f   (BLSS 2012)                    97.6% 
(95.2)

ANER (basic)-m/f   (BLSS 2012) 91%  (88)

(Figures in the bracket represent National average/total.) 

Thimphu is the headquarters for the central government administration and also 
for number of corporate bodies. It also hosts the national referral hospital and a 
number of educational institutions, including the only private college.  As a result, 
Thimphu Throm attracts lot of people from other Dzongkhags for number of 
reasons such as business, health and education services, family and many come 
in search of better life and jobs.   Bhutan National Urbanization Strategy estimates 
that Thimphu grew at a rate of 12.6 percent during 2000-2005.  

2.2	 Key Opportunities/Challenges

Being the capital city, Thimphu has better urban infrastructure facilities and 
services compared to the other Thromdes. However, the existing infrastructure 
facilities and services have not been able to keep pace with the rapid growth of 
the city. This has resulted in unplanned development in peripheral areas, chronic 
shortage of housing, lack of clean and reliable drinking water, issues of solid waste 
management, traffic congestion and pollution, and increasing issues of crime and 
safety.  
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Improving the existing infrastructures and facilities, and expanding and building 
additional and quality infrastructures and service facilities have become important 
and urgent. 

2.3	 Strategies

In keeping with the Eleventh Plan objective of ‘Self-reliance and Inclusive 
Green Socio-Economic Development’, Thimphu Thromde will aim to develop 
an economically vibrant, ecologically sustainable and energy efficient city, the 
objective of the Thromde is to make Thimphu City a ‘Clean, Green and Livable City’.  

The strategies towards this are:

•	 Preparation and implementation of local area plans will be a priority. 
Accordingly, local area plans for Simtokha E4 area and Traditional Village 
will be prepared and local area plans for Taba, Jongshina, Samtenling, E4 
area and neighborhood node for Lungtenphu & Dechencholing will be 
implemented.

•	 In an effort to promote “Green Thimphu”, bicycle lanes will be constructed, 
eco-friendly Rapid Bus Transits System will be introduced, jogging path will 
be developed within the Thromde and trees/flowers will be planted.  

•	 Thromde will construct Thromde office, and address water shortage  by 
constructing new water treatment plants, water reservoir, strengthening 
water utilization and management practices.  

•	 To enhance livability and safety, urban infrastructure facilities such as roads, 
waste management and sewerage system, drainage, landfill, bicycle paths, 
footpaths, street lights etc will be constructed and improved. Recreational 
and learning facilities such as parks, public library, wi-fi internet in hot spots 
will be developed.

•	 To improve quality, adequacy and effectiveness of education and learning 
and improve students’ intake, existing school infrastructures, facilities and 
capacity will be improved and new infrastructures and additional capacity 
will be built and strengthened.
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