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EXECUTIVE SUMMARY
The 10 Recommendations to the Royal Government of Bhutan (RGOB) are as follows:
GPP Recommendation 1:
Build awareness amongst political leaders, parliamentarians, constitutional post holders,
policy makers and other key stakeholders that the existing regulatory framework on
public procurement already provides space for implementing GPP. Concerted
engagement on this topic with the political leadership of Bhutan is critical, particularly in
relation to the Government’s existing priority areas and GNH philosophy. As a first step,
the Government might consider developing a political compact or declaration on GPP,
around which to build political will and commitment.
GPP Recommendation 2:
Invest in capacity building for public procurers on implementing GPP. Inform all
stakeholder groups on the business case for GPP, and provide targeted training for
relevant entities on leveraging the existing opportunities in the procurement cycle for
implementing GPP and on sustainable supply chain management. Existing training
courses and modules for procurers and suppliers should integrate GPP principles and
practicalities and be supported, where applicable, by knowledge sharing platforms
including online education (e-learning) platforms.
GPP Recommendation 3:
Build on the momentum generated by the Fiscal Incentives 2010 by practicing GPP and
thereby increasing the public demand for sustainable goods, services and works. Inform
political leaders and policy makers on the synergies between fiscal incentives and GPP
implementation.
GPP Recommendation 4:
Reinforce the preferential treatment of domestic suppliers in public procurement. This
can be done through GPP capacity building efforts to help procurers implement the legal
provision in the Procurement Rules and Regulations. Build confidence in public
procurers to activate this provision (without repercussion) through the use of examples,
pilot tenders, and case studies. It is advisable to have mechanisms for monitoring and
enforcing the preferential margin to ensure its effective implementation.
GPP Recommendation 5:
Improve the implementation of the existing incentives to support Cottage, Small and
Medium Industries (CSMIs) in Bhutan by aligning them with GPP efforts. As a tool,
6

framework agreements could become valuable for aggregating supply from several
CSMI suppliers in response to public tenders. Demonstrate commitment to supporting
CSMIs through launching GPP pilot tenders that maximize their participation.
GPP Recommendation 6:
Given the economic significance of public procurement, the Government should use this
function strategically to promote sustainability and to achieve value for money across
the life cycle. For greatest impact on sustainable consumption and production patterns,
it is advisable to focus GPP efforts at the central level, in Thimphu, where the ministries,
autonomous agencies, and most of the state-owned enterprises (SOEs) are located.
GPP Recommendation 7:
Focus GPP efforts on high-spend ministries, and those whose procurement have the
greatest negative environmental and social impacts. Select pilot tenders/projects with
high impact potential such as the procurement of ‘green roads’, ‘green buildings’ or
organic food products.
GPP Recommendation 8:
Undertake concerted engagement with donors and development partners on GPP
moving forward. If donors and development partners can be persuaded to tie
sustainability considerations to the deployment of their grants, this will serve as an
important incentive for GPP implementation in Bhutan.
GPP Recommendation 9:
Strengthen the ‘Buy Bhutan’ (or ‘Brand Bhutan’) initiative through GPP. Demonstrate
Government interest in buying domestically to encourage domestic suppliers to invest
and innovate. ‘Pilot’ goods include Bhutan-made furniture, Bhutan-made bricks and
hollow blocks, and Bhutan-made plant-based cutlery and crockery.
GPP Recommendation 10:
i.

On the demand side, prioritize engagement with senior policy makers on GPP to
gain high-level support. At the level of the public procurers, embed GPP
knowledge into the entrance requirements for all new staff.

ii.

On the supply side, provide the suppliers with ‘lead time’ on the government’s
future interest and intention to buy “green”. Provide user-friendly and accessible
information and guidance on supplying environmentally and socially sustainable
goods, services and works and in responding to GPP tenders.
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iii.

Establish an Annual National Forum on GPP to congregate public procurers,
suppliers and other stakeholders from across the country, with an aim to:
 Inform participants of the latest developments in public procurement and
GPP, in particular;
 Understand procuring agencies’ expectations from suppliers and vice
versa; and
 Network and share knowledge among participants on sustainability and
GPP developments locally and globally.
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Section 1: Introduction
Green Public Procurement in Bhutan: A cross-sectoral strategy for sustainable industrial
competitiveness (GPP Bhutan) is a 3.5-year project, funded by the European Union’s
EuropeAid SWITCH-Asia Programme. The main objective of the project is to foster green
public procurement (GPP) practices in Bhutanese public procurement systems, enabling
the public procurement cycle to be used as a driver of cross-sectoral green growth. The
project seeks to:
1) Increase the positive environmental, social and economic effects of public
consumption which is manifested mainly through the public procurement of
goods, services and infrastructure,
2) Build demand- and supply-side capacities on GPP tenders and projects, and
3) Trigger sustainable consumption and green economic transformation among
suppliers.
The International Institute for Sustainable Development (IISD) is implementing the
project in collaboration with the Bhutan Chamber of Commerce and Industry (BCCI), the
Royal Society for Protection of Nature, Bhutan (RSPN), the Royal Institute of
Management, Bhutan (RIM) and the Collaborating Centre on Sustainable Consumption
and Production, Germany (CSCP). The GPP Bhutan project office, established with
approval of the Gross National Happiness Commission (GNHC) in April 2014, coordinates
the management and outreach of the project and oversees its effective implementation.
The GPP Bhutan project milestones establish a strategic approach to scaling-up public
demand for environmentally and socially preferable goods, services and works. It does
this through a series of 9 “Work Packages”. Work Package 1 consisted of a detailed
review of the legal and institutional setting and appreciation for the ground realities of
public procurement in Bhutan. This report presents the “10 Recommendations for
Moving Forward with GPP in Bhutan” (“10 Recommendations”) drawn from the “10
Major Findings” of Work Package 1 and their implications for implementing GPP in
Bhutan. The “10 Major Findings” were subject to extensive public consultations, both
formal and informal, and further reviewed by national and international procurement
experts.
The “10 Recommendations” formalize and inform the remaining work to be done in the
project, which includes the development of dedicated GPP guidance for public procurers
(in the form of GPP handbooks); facilitating preferential purchase programmes for
CSMIs and other disadvantaged suppliers; training of public procurers; capacity building
of suppliers; mentoring real-time pilot tender/projects; and establishing a GPP
knowledge platform and GPP curriculum, as well as establish the long-term
sustainability of the GPP initiatives in Bhutan .
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Section 2: 10 Recommendations for Moving Forward with GPP in Bhutan
This section presents the “10 Recommendations” for moving forward with GPP in
Bhutan. For each recommendation, we introduce first the “Major Finding” from Year 1
upon which we base the recommendation, and also provide further background and
‘context’ for those who wish to know more. The recommendations, being submitted to
the Royal Government for endorsement, are relevant to key stakeholders in the public
procurement ecosystem in Bhutan, viz. government and other public authorities, private
suppliers/businesses, civil society and academia.

Major Finding 1:
The existing legal and policy framework provides space for implementing GPP in
Bhutan. Particularly, when read in light of the Constitution of the Kingdom of Bhutan,
which embed sustainable development and Gross National Happiness, and other
relevant legislations and policies, there are provisions to promote Sustainable
Consumption and Production (SCP) practices in Bhutan.
Internationally, there is momentum building around green and sustainable public
procurement as reflected in Goal 12 of the 2030 Agenda for Sustainable
Development. It is thus timely for Bhutan to implement GPP and realize its benefits to
the economy.

GPP Recommendation 1:
Build awareness amongst political leaders, parliamentarians, constitutional post
holders, policy makers and other key stakeholders that the existing regulatory
framework on public procurement already provides space for implementing GPP.
Concerted engagement on this topic with the political leadership of Bhutan is critical,
particularly in relation to the Government’s existing priority areas and GNH
philosophy. As a first step, the Government might consider developing a political
compact or declaration on GPP, around which to build political will and commitment.

Context:
Chapter VI of the Public Finance Act provides the legal basis for public procurement in
Bhutan. In addition, the Procurement Rules and Regulations 2009 (Revised 2014)
(herein PRR), provide detailed rules and regulations for the procurement of goods,
services and works. A legal review of these documents and others has identified
several opportunities to justify the immediate practice and implementation of GPP in
10

Bhutan – as explained in detail in Major Finding 2 below – and provides a strong basis
for procurers to begin implementing GPP.
Particularly, when read in the context of relevant national legislations and policies,
the public procurement function can be understood as an opportunity to practice
sustainable consumption and production in Bhutan.
While many sections of the Constitution of the Kingdom of Bhutan expound the
principles of sustainable development, Section 2, Article 5 in particular states that the
Royal Government shall:
(a) Protect, conserve and improve the pristine environment and safeguard the
biodiversity of the country;
(b) Prevent pollution and ecological degradation;
(c) Secure ecologically balanced sustainable development while promoting
justifiable economic and social development; and
(d) Ensure a safe and healthy environment.
Furthermore, the Waste Prevention and Management Act 2009 (Chapter 2, Section 4)
states that “The purpose of the Act shall be to protect and sustain human health
through protection of the environment”, and Section 11 goes further to insist that “In
achieving the purpose of this Act, all person shall in line with the concept of 3Rs: a)
Avoid, eliminate, or substitute the use of products or unnecessary packaging that
generate waste, b) Reduce the generation of waste from the manufacture and use of
products, c) Reuse product and packaging materials.”
Bhutan’s 11th Five Year Plan (11FYP) emphasizes the mainstreaming of a Low
Emission, Climate Resilient Development Strategy that supports the transition to a
green and inclusive economy, focused on sustainable consumption and production
and on self-reliance. The initiatives outlined in the 11FYP present the government’s
strategic approach to minimizing environmental impacts, including greenhouse gas
(GHG) emissions, and strengthening social benefits.
GPP is at the core of international cooperation processes on SCP. GPP features indeed
as one of the five initial programmes of the 10-Year Framework of Programmes on
SCP (10YFP), a global framework of action adopted by the Rio+20 Conference to
accelerate the shift towards SCP in both developed and developing countries. SCP has
also emerged as an important part of the 2030 Agenda for and Sustainable
Development, with one of the 17 goals, Goal 12, devoted to SCP: “Ensure sustainable
consumption and production patterns”, which embeds GPP targets and indicators.
Bhutan’s Economic Development Policy 2010 envisions a green and self-reliant
economy sustained by an IT-enabled knowledge society, guided by the philosophy of
GNH.
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It is thus timely for the Royal Government of Bhutan (RGOB) to pursue and sustain
this approach, in keeping with its development philosophy of GNH, and in order to
accelerate achieving its objective of a self-reliant and inclusive green economy.

Major Finding 2:
Throughout the procurement cycle – as regulated through the PRR, the Standard
Bidding Documents (SBDs) for Goods and Works and other regulatory and operational
documents – there are a number of provisions that directly provide for the
implementation of GPP in Bhutan. Policy makers and procurers are therefore able to
practice GPP immediately without modification of the PRR or the standard bidding
documents (SBDs).

GPP Recommendation 2:
Invest in capacity building for public procurers on implementing GPP. Inform all
stakeholder groups on the business case for GPP, and provide targeted training for
relevant entities on leveraging the existing opportunities in the procurement cycle for
implementing GPP and on sustainable supply chain management. Existing training
courses and modules for procurers and suppliers should integrate GPP principles and
practicalities and be supported, where applicable, by knowledge sharing platforms
including online education (e-learning) platforms.

Context:
The ‘procurement cycle’ refers to the stages that a procuring agency typically goes
through in order to purchase and operationalize goods, services and infrastructure.
This includes needs-identification, a qualification procedure including subject element
to ensure value-for-money (VFM), the development of specifications for the tender,
then the launch, evaluation and the award of the contract/project to the best-value
supplier. In the case of Bhutan, the procurement cycle is regulated by a couple of key
documents, namely the PRR and the SBDs.
The following provisions, taken directly from either the PRR and/or the SBDs,
demonstrate that the intent and purpose of existing public procurement rules and
regulations in Bhutan support GPP.
a) Pre-qualification:
The pre-qualification of bidders provides the procurers with an opportunity to pre12

select suppliers that take environmental and social concerns into consideration in
their operations. Our research shows that in Bhutan, procurers make use of prequalification requirements only for big and complex projects generally procured
deploying the international competitive bidding method.
There is a provision in the PRR (Article 2.1.3.4) that enables procurers to assess the
technical facilities and capabilities of the supplier, which can include using energy
and resource-efficient equipment and environmentally-friendly alternatives:
2.1.3.4 Evidence of the party’s technical ability may be furnished by any of the
following means:
[…]
d. A description of the party’s technical facilities, including reference to the tool,
plant and technical equipment available.
The above provisions in the PRR provide procuring agencies with the possibility to
invite pre-qualified suppliers to meet a predetermined level of environmental and
social performance as prequalification conditions for procuring big and complex
projects.
However, most of the public procurement in Bhutan follows post-qualification
procedure where the open tender is invited and the lowest responsive supplier is
determined who meets all the qualification requirements. GPP elements could,
therefore, be included in the mandatory or preferred qualification requirements,
which can then be an integral part of the public procurement cycle.
b) Writing specifications:
The main reference to technical specifications can be found in Article 5.2.2.11
under Chapter V: The Bidding Process and Documents of the PRR:
The technical description of the goods, services or works under the bid shall be
provided in the bid documents. The specifications or scope of works shall include all
essential features or components desired [...] or as specified by the Procuring
Agency. […]
This provision enables procurers to include design-for-the-environment or “green”
specifications for goods/services/works, such as the use of recycled content in
production, or ensuring toxin-free products or requiring energy and/or water
efficient services.
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This provision also enables procures to use functional specifications or
performance-based specifications for the goods/services/works they require. A
functional or performance-based specification passes on the performance risks to
suppliers. This encourages suppliers to be innovative in providing the public sector
buyer with the most whole-life-cost efficient solution to the demand at hand.
When procurers write specifications based on functions, or performance, they are
able to specify their needs based on outputs or outcomes (e.g. enhanced mobility
options for 50 public officials around Thimphu) instead of detailed inputs (e.g. a
fleet of 50 diesel cars).
c) Two-stage process:
The PRR provides for a “two-stage process” whereby a procurer/procuring agency
can obtain inputs from bidders (stage 1) in order to finalize the scope of work when
unable to set precise specifications, particularly for complex and high-value
procurement, and set the specifications in a manner that guarantees the best and
most appropriate outcome (stage 2). This means that procurers can design
specifications and award criteria based on market characteristics.
This “two-stage process” presents significant opportunities to implement GPP in
Bhutan:
i) Procurers can use the first stage to get input from experienced bidders on
possible performance levels for ‘greener’ and more sustainable goods and
services and then use this intelligence to design the technical specifications
and award criteria in a manner that raises the bar on sustainability
performance, but does not crowd out a large majority of suppliers.
ii) Procurers can use the first stage to understand whether or not the market
will be able to deliver a certain level of performance for goods, services and
works, and then formulate specifications, award criteria and contract
conditions accordingly. Procurers can also use the market intelligence
gathered in the first stage to determine the feasibility to work on functional
or performance-based specifications in the second stage to encourage the
uptake and commercialization of eco-innovative solutions.
d) Bid evaluation:
Regulations on the evaluation of bids present significant openings for
implementing GPP in Bhutan. Chapter V (Article 5.4.3) of the PRR 2009 reads as
follows:
5.4.3 Evaluation Criteria
5.4.3.1 The price offered by a bidder shall be only one of the criteria for the
evaluation of bids.
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5.4.3.2 In addition to the price, the evaluation criteria shall include criteria
from the following non-exclusive list, as appropriate and if laid down in the
Standard Bidding Documents. Such criteria shall be expressed in monetary
value where applicable.
a. Preferential treatment for goods of Bhutanese origin, if laid down in
the bidding documents;
b. Date of completion of works, services and/or delivery of goods;
c. Running cost and cost effectiveness;
d. After-sales service and technical assistance;
e. Commitments with regard to spare parts, security of supplies and the
prices thereof;
f. Quality and technical merit of the works, services or supplies.
5.4.3.3 Additional criteria, if any used, shall be objective and nondiscriminatory and shall be expressed in monetary value where applicable.
The above provisions clearly state that the bid price is not the only evaluation
criteria that public buyers and policy makers need to consider. This is pivotal to the
implementation of GPP, as the lower-purchasing cost mindset need to be upgraded
to one that seeks VFM across the asset life cycle.
The Award of Contracts is developed further in Chapter VI of the PRR as follows:
6.1.1 Criteria for Award and Information on Award of Contract
6.1.1.1 Award of Contract shall be determined on the result of the bid
evaluation exercises in the case of procurements conducted under the Open
Tender/Bidding, Limited Tender/Bidding or Limited Enquiry methods.
6.1.1.2 Subject to the provisions under Chapter V, the procuring agency shall
award the contract to the lowest evaluated bidder.
It is important to note here the reference in Article 6.1.1.2 to the lowest evaluated
bidder and not the bidder offering the lowest price. Again, this confirms that
procurers can begin to include environmental and social evaluation criteria in
accordance with the existing procurement rules.
e) Contract conditions:
Contract conditions are very important for implementing GPP as the introduction
of environmental and socials conditions in the contracts will compel the suppliers
to perform according to set obligations or standards.
Article 5.2.2.10 of the PRR establishes that “(…) there can be a number of special or
15

particular conditions that may be peculiar to the particular contract”. In this way,
procuring agencies can introduce environmental and social performance
obligations for suppliers as to comply with during the time frame of the contract.
Article 6.3.4.1.c goes on to state that the contract conditions may also include
standards to which goods, equipment or material shall comply. These must be
internationally or nationally accepted standards. By acting under this article, the
procurer could introduce internationally accepted environmental and social
standards to which the contractor must abide.
f) Standard Bidding Documents (SBDs)
Procurers use SBDs to minimize the transaction costs of writing new bid documents
and to standardize the procurement procedures across departments and offices.
Just as the PRR allows the evaluation of bids to go beyond price factors, the SBDs in
Bhutan also provide for non-price factors to be integrated into procurement
decisions.
The SBD on Goods, Section 1, Clause 39.5 states that:
The Purchaser’s evaluation of a Bid may require the consideration of other factors
in addition to the Bid Price quoted in accordance with ITB Clause 16. These factors
may be related to the characteristics, performance, and terms and conditions of
purchase of the Goods and Related Services. The effect of the factors selected, if
any, shall be expressed in monetary terms to facilitate comparison of Bids, unless
otherwise specified in Section III, Evaluation and Qualification Criteria. The
factors, criteria and the methodology of application shall be as specified in ITB
Sub-Clause 39.3 (e)
The SBD on Goods, Section III, Clause 2 goes on to state that:
The Purchaser’s evaluation of a Bid may take into account, in addition to the Bid
Price quoted in accordance with ITB Sub-Clause 16.6, one or more of the following
factors: […]
(c) Cost of major replacement components, mandatory spare parts, and service.
(e) Projected operating and maintenance costs. Operating and maintenance
costs. An adjustment to take into account the operating and maintenance costs
of the Goods will be added to the Bid Price, for evaluation purposes only.
(f) Performance and productivity of the equipment. An adjustment representing
the capitalized cost of additional operating costs over the life of the plant will be
added to the Bid Price, for evaluation purposes.
16

The above provisions provide critical opportunities to implement GPP in Bhutan.
For example, these provisions allow procurers to award tenders to ‘greener’
alternatives that offer reduced operating costs, even if the upfront purchasing
price were higher than alternative bids with higher operating costs. Similarly, the
purchase or lease of equipment with extended services and warranties that
enhance its effective life-span could also be favoured in the awarding process.
Finally, the SBD for Works in Section V on “General Conditions of Contract” has
two provisions of importance to GPP implementation:
10.2 The Contractor shall comply with all relevant labour laws applicable to the
Contractor’s personnel, including their employment, health, safety, welfare,
immigration and emigration, and shall allow them all their legal rights.
19.2 [The contractor] shall take steps to protect the environment and to
minimize noise, pollution or other undesirable effects resulting from his
method of operation.
This provision explicitly supports sustainable consumption and production
practices in the context of GPP.
g) Other environmental and social safeguards
The commissioning and procurement of public infrastructure procurement in
Bhutan requires additional environmental and social safeguards. The Environment
Assessment Act 2000 requires all government and private-constructed
infrastructure – buildings (other than residential), roads, power plants,
transmission, bridges etc. – to undergo environment assessment and obtain
environment clearance from the National Environment Commission (NEC) or the
designated Competent Authorities.

Major Finding 3:
Green/sustainable products and services are becoming more competitive in Bhutan,
in part due to the implementation of the Fiscal Incentives 2010 that exempt Sales Tax
and Customs Duties on a range of environmentally-friendly goods (e.g. electric and
hybrid cars, organic food) and services (e.g. waste management and recycling
industries). Some of these goods and services represent major areas of public spend
(e.g. green building materials for the construction sector).
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GPP Recommendation 3:
Build on the momentum generated by the Fiscal Incentives 2010 by practicing GPP
and thereby increasing the public demand for sustainable goods, services and works.
Inform political leaders and policy makers on the synergies between fiscal incentives
and GPP implementation.

Context:
Offering fiscal incentives to sustainable domestic production of goods and services
also provides a framework for the growth of clean industries and social protection
through the creation of value in the economy in the form of jobs and resilience of the
economy. Of particular interest and synergy with GPP implementation are the
following from the Fiscal Incentives 2010:
a) General Tax Incentives:
1.5 Sales Tax and Customs Duty shall be exempted on electric cars/ hybrid cars
including spare parts, and cars that run on renewable energy;
1.8 Expenditure incurred for Research and Development (R&D) shall be allowed as
tax deductible expenditure in whole;
1.10 Business which has undertaken environmental-friendly technological upgradation beyond the minimum standard required by law shall be allowed an
income tax rebate of 15% of the up-gradation expenses.
b) Specific Tax Incentives:
2.1.1 A 10-year income tax holiday shall be provided to new CSI and Co-operatives
outside the Thimphu and Phuentsholing city areas.
2.2.1 A 15-year income tax holiday
management/waste recycling entities;

shall

be

provided

to

waste

2.2.2 Sales Tax and Customs Duty shall be exempted on the import of plant
machinery for waste management/recycling activities.
c) Sector Specific Tax Incentives:
3.1.1 An income tax holiday of 10 years shall be provided for commercial farming
and related processing of its products. An additional 5 year tax holiday shall be
provided for commercial farming of organic produces.
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3.5.2 Sales Tax and Customs Duty shall be exempted on green building materials.
When suppliers can rely on the demand from the public sector for sustainably
produced goods, services and infrastructure, they can leverage the tax incentives
listed above to bolster their business plan. Used in complementarity, the Fiscal
Incentives 2010 can add an additional reason to transition to sustainable
production and consumption practices. This will encourage bidders to
quote/supply environment-friendly products at lower prices compared to other
commercial precuts. This can incentivize suppliers to go beyond mere compliance
with stipulated technical specifications in the bidding document.

Major Finding 4:
There are provisions for the use of local materials and domestic suppliers/ contractors
in public procurement in Bhutan. Article 1.1.2.2.a of the PRR gives a preferential
treatment to goods of Bhutanese origin or works from Bhutanese bidders as long as
the tenders are of equivalent quality and the price differential does not exceed 5 per
cent.

GPP Recommendation 4:
Reinforce the preferential treatment of domestic suppliers in public procurement.
This can be done through GPP capacity building efforts to help procurers implement
the legal provision in the Procurement Rules and Regulations. Build confidence in
public procurers to activate this provision (without repercussion) through the use of
examples, pilot tenders, and case studies. It is advisable to have mechanisms for
monitoring and enforcing the preferential margin to ensure its effective
implementation.

Context:
An example of the social function of public procurement in Bhutan is the preference
established for supply of domestic goods and works. Article 1.1.2.2.a of the PRR gives
a preferential treatment to goods of Bhutanese origin or works from domestic bidders
in the tenders by setting a margin of preference as a tiebreaker in an equivalent
evaluation of foreign and domestic goods/works:
“In case of any Procurement, goods of Bhutanese origin may be given
preferential treatment. Where two or more tenders are equivalent in the light
of evaluation methods and factors set out in 5.4, preference shall be given to
19

the bid offering goods of Bhutanese origin provided that the price difference
does not exceed five percent (5%). Use of preferences shall be indicated in the
bidding documents. Similarly, a five percent (5%) margin of preference may be
given to the National bidders in case of works.”
The PRR reinforces the preferential treatment in the regulation of bid evaluation
criteria:
“In addition to the price, the evaluation criteria shall include criteria from the
following non-exclusive list (…):
a. Preferential treatment for goods of Bhutanese origin.”
In addition, the SBDs include particular clauses on preference for domestic bidders
and the requirements to meet the criteria to be eligible for the margin of preference.
The SBD on Works, Section 1, Clause 30 and the SBD on Goods, Section 1, Clause 38
states that:
Procurers may also include requirements relating to the use of local labour and
materials in the conditions of the contract.

Major Finding 5:
Once again, the social function of public procurement in Bhutan can be seen through
the support for CSMIs in the PRR and in the SBDs. These are further complemented by
the Revised Rules & Regulations on Fiscal Incentives 2010 that establishes attractive
10-year income tax holidays for CSMIs involved in the production and manufacture of
goods and those located outside of Thimphu and Phuentsholing city areas.

GPP Recommendation 5:
Improve the implementation of the existing incentives to support Cottage, Small and
Medium Industries (CSMIs) in Bhutan by aligning them with GPP efforts. As a tool,
framework agreements could become valuable for aggregating supply from several
CSMI suppliers in response to public tenders. Demonstrate commitment to supporting
CSMIs through launching GPP pilot tenders that maximize their participation.

Context:
The Constitution of the Kingdom of Bhutan, Article 9, promotes the private sector
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development and equity on the basis of different needs – so that allocation of
national resources results in a comparable socio-economic development. In 2014,
CSMIs, constituted an overwhelming majority of the industries in the country
(approximately 98%).
Given the large percentage of CSMIs in Bhutan, the government is rightly focusing on
boosting the competitiveness of these businesses. The CSMI Policy 2012 proposed to
strengthen the legislative framework and enterprise environment with a sustainable
development perspective of growth for the CSMIs by delegating the RGOB to
“increase CSMIs access to public procurement opportunities by ensuring that public
procurement favours products and services locally produces or provided and that has
low ecological footprints”.
The PRR (Article 4.1.1.7) benefits CSMIs participation by allowing the division of
procurement contracts. It establishes that “a procurement agency may break up a
work, supply or service assignment into separate lots or components for awarding to
different contractors, suppliers or service providers”. The division of works, supplies
or service contracts into separate lots allows more participation of CSMIs in
government procurement not only in small contracts but also in large ones. This is
reinforced by the SBDs (Section 1, Clause 39.6 of the SBD on Goods).
Finally, Section 2 of the Revised Rules & Regulations on Fiscal Incentives 2010 sets out
specific tax incentives for CSIs and Co-operatives, as follows:
2.1.1 A 10-year income tax holiday shall be provided to new CSIs and cooperatives involved in the production and manufacture of goods and those
located outside of Thimphu and Phuentsholing city areas.
2.1.2 An additional 10-year income tax holiday shall be provided to CSIs and cooperatives involved in the production and manufacture of goods and those
located in remote (interior) areas.
2.1.3 Income tax shall be exempted on interest income earned by financial
institutions through lending at preferential rates to CSIs (including those provided
under the entrepreneurship development programmes) and co-operatives.
2.1.4 Sales tax and customs duty shall be exempted on equipment and laboursaving devices purchased by individual artisans and craftsmen in the rural areas.
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Major Finding 6:
From 2008 – 2013, the government and state-owned enterprises (SOEs) spent 61%
(51% and 10% respectively) of the total national budget on public procurement, which
accounted for approximately 21% (18% and 3% respectively) of the country’s total
GDP over the same period.
During the same period, public procurement spend by the ministries, autonomous
agencies and SOEs accounted for 76% (52%, 8% and 16% respectively) of the total
public procurement spend. Districts procurement expenditure accounted for the
balance 24%.

GPP Recommendation 6:
Given the economic significance of public procurement, the Government should use
this function strategically to promote sustainability and to achieve value for money
across the life cycle. For greatest impact on sustainable consumption and production
patterns, it is advisable to focus GPP efforts at the central level, in Thimphu, where
the ministries, autonomous agencies, and most of the state-owned enterprises (SOEs)
are located.

Context:
Our research revealed that the government procurement spending accounted for 18%
of the total GDP and that of SOEs for 3% of the total GDP over the 10th Five Year Plan
(10FYP), i.e. during 2008/2009 – 2012/2013. Hence, the combined procurement
expenditure of the government and SOEs translated to 21% of the country’s total GDP
for that period.
Out of the total national budget of Nu. 150,885 million, the government and SOEs
respectively spent Nu. 76,349 million (51%) and Nu. 14,544 million (10%) on
procurement. The combined procurement expenditure of the government and SOEs
thus accounted for 61% of the total 10FYP national budget.
A breakdown of this procurement expenditure by category and procuring agency are
provided in Table 1.
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Table 1: Public procurement expenditure, 2008/2009-2012/2013 (in Million Nu)
Ministries

Districts

Autonomous
agencies

SOEs

Total

% of total by
procurement
category

Goods

8,954

2,325

1,188

4,174

16,641

18

Services

12,003

2,098

2,403

5,678

22,182

24

Works

23,094

16,474

2,774

59

42,401

47

Goods/Services

3,380

888

669

4,632

9,569

11

Total

47,431

21,785

7,034

14,544

90,793

100

52

24

8

16

100

Procurement
category

% of total by
procuring
agency

Works accounted for Nu. 42,401 million (47%) followed by services with Nu. 22,182
million (24%), and goods with Nu. 16,641 million (18%). Expenditure on works largely
included infrastructure development works, namely roads (including culverts, drains
etc.) and buildings while expenditure on services was mostly spent on professional
services.
Central ministries spent Nu. 47,431 million (52%) on procurement, followed by
districts spending Nu. 21,785 million (24%), SOEs spending Nu. 14,544 million (16%)
and autonomous agencies spending the least with Nu. 7,034 million (8%).

Major Finding 7:
Out of the 10 ministries, the Ministry of Works and Human Settlements (MOWHS)
spent the most on public procurement (36%) followed by the Ministry of Agriculture
and Forests (12%) and the Ministry of Health (10%). The MOWHS’ capital expenditure
was highest for buildings and roads.

GPP Recommendation 7:
Focus GPP efforts on high-spend ministries, and those whose procurement have the
greatest negative environmental and social impacts. Select pilot projects with high
impact potential such as the procurement of ‘green roads’, ‘green buildings’ or
organic food products.
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Context:
In terms of distribution across the ten ministries, from 2008/2009-2012/2013, the
Ministry of Works and Human Settlements (MOWHS) spent the most on public
procurement with 36% (Nu. 17,001 million), followed by the Ministry of Agriculture
and Forests (MOAF) with 12% (Nu. 5,605.17 million) and the Ministry of Health (MOH)
with 10% (Nu. 4,539).

Major Finding 8:
As much as 46% of public procurement is financed through external grants.

GPP Recommendation 8:
Undertake concerted engagement with donors and development partners on GPP
moving forward. If donors and development partners can be persuaded to tie
sustainability considerations to the deployment of their grants, this will serve as an
important incentive for GPP implementation in Bhutan.

Context:
In terms of budgetary sources for procurement expenditure by the ten ministries, the
RGOB’s budget supported 48% (Nu. 22,749 million) of the total procurement followed
by equally high share of 46% (Nu. 21,765 million) supported by external grants. Only
6% (Nu. 2,918 million) was supported through loans.

Major Finding 9:
In works and in services, the public sector already makes significant purchases from
domestic contractors/suppliers/service providers. However, the procurement of
tangible goods is almost entirely imported to date.

GPP Recommendation 9:
Strengthen the ‘Buy Bhutan’ (or ‘Brand Bhutan’) initiative through GPP. Demonstrate
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Government interest in buying domestically to encourage domestic suppliers to invest
and innovate. ‘Pilot’ goods include Bhutan-made furniture, Bhutan-made bricks and
hollow blocks, and Bhutan-made plant-based cutlery and crockery.

Context:
From the list of items identified and assessment carried out on sustainability, most
materials from the category of works are locally available, followed by services and
goods:
 Works: Thermex TMT Rebars, Road surface pavement Bitumen, Concrete
Bricks, Wooden Furniture, Wire nails & meshes, Polymer goods, Cement, Steel
fabrications, Bio plates, Interlocking Cement Earth Blocks, Paper recycled
items, SAINT Gobain, etc.
 Services: Consulting (management/IT), training, catering (food & beverages) is
generally at least 50% sourced locally.
 Goods: Almost all goods, including wooden furniture where Bhutan has
abundant resources, are imported for public procurement.

Major Finding 10:
Results of a survey undertaken by our team show that public procurers and suppliers
need to be informed on the business case for GPP. Communication between the two
key public procurement stakeholders, i.e. the demand- and supply sides, needs to be
enhanced and provided with incentives to implement GPP.

GPP Recommendation 10:
i.

ii.

iii.

On the demand side, prioritize engagement with senior policy makers on GPP
to gain high-level support. At the level of the public procurers, embed GPP
knowledge into the entrance requirements for all new staff.
On the supply side, provide the suppliers with ‘lead time’ on the
government’s future interest and intention to buy “green.” Provide userfriendly and accessible information and guidance on supplying
environmentally and socially sustainable goods, services and works and in
responding to GPP tenders.
Establish an Annual National Forum on GPP to congregate public procurers,
suppliers and other stakeholders from across the country, with an aim to:
a. Inform participants of the latest developments in public
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procurement and GPP, in particular;
b. Understand procuring agencies’ expectations from suppliers and
vice versa; and
c. Network and share knowledge among participants on sustainability
and GPP developments locally and globally.

Context:
The survey methodology deployed was a combination of one-on-one in-depth
interviews and Focus Group Discussions (FGDs) with both procurers and suppliers.
Some items of concern expressed were as follows:
 While procurers were interested and willing to procure green goods, works
and services, they were not convinced with the capacity of the suppliers to
meet the demand.
 Suppliers engaged in the FGDs were unaware of the provisions found in the
PRR on domestic preferential treatment and other policy incentives for
environmental and local products.
 Most procurement officials possessed an undergraduate degree but had no
formal professional background and/or on-the-job-training on procurement.
 Large numbers of procurement officials did not seem to have any international
procurement experience, although they had defined terms of references and
were expected to follow a defined code of ethics.
 Most procurement officials interviewed also handled different portfolios such
as administration, human resource and finance.
 Administrative officers and procurement officers prepared most bidding
documents including contracts.
 Shortage of experienced professional staff, poor training and low pay were
seen as problematic and a deterrent in attracting and retaining procurement
officers.
 The lowest bidders are usually awarded the contracts but no ranking of bids in
terms of quality was conducted due to lack of necessary skills. It was also
observed that as an internal control measure, some organizations conduct
internal auditing of procurement.
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Section 3: Next Steps
A graphic representation of the nine GPP Bhutan project Work Packages, spread out
across seven semesters, from January 2014 to June 2017, is shown in Table 2 below.
Table 2: GPP Bhutan Project Gantt Chart, 2014 – 2017
Y2014 – Y2017 (S = Semester)
THE NINE WORK PACKAGES
S1

S2

S3

S4

S5

S6

S7

Project initiation and establishment of project
management
Establishment of the legal and institutional GPP
setting
Developing dedicated GPP guidance for public
procurers
Preferential purchase programmes for CSMIs
and other disadvantaged suppliers
Training programmes for public procurers
Capacity building of suppliers
Mentoring real-time pilot tenders/projects
Establishment of GPP knowledge platform
Establishment of GPP curriculum
Work packages completed
Work packages in progress
Work packages to be activated

Subsequent to consultations among the Public Procurement Policy Division
(PPPD)/MOF, NEC, GNHC, GPP Bhutan project team and the EU EuropeAid SWITCH-Asia
Programme, held in September 2015, the following four new activities have been
introduced into the project:
Activity 1.8: Review of the Standard Bidding Documents (SBDs) and Instruction to
Bidders (ITBs) with a view to proposing modifications that would facilitate more
practical implementation of GPP for public procurers.
Activity 1.9: Conduct three annual high-level sensitization sessions for
Parliamentarians on GPP and SCP.
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Activity 4.3: Offer training on sustainable Supply Chain Management (SCM) to
public procurers.
Activity 4.4: Organize knowledge-sharing study visit to a country that has
successfully implemented a SWITCH-Asia Programme, to familiarize key project
stakeholders with the practical modalities involved in the implementation of GPP
and SCP.
These modifications are also in keeping with the directives received from the Counsellor
and Head of Cooperation of the EU Delegation for Bhutan in New Delhi to continue to
work closely with the participating government bodies (project associates) and to
expedite the implementation of the project.
Opportunities to move forward the “10 Recommendations” remain very much in the
scope and timeframe of the project, and the knowledge and capacity generated
throughout the 3.5 years will be carried forward through educational curricula, online
and offline platforms, and annual GPP events in Bhutan, to ensure the sustainability of
the GPP initiatives in Bhutan.
********
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