EXECUTIVE SUMMARIES
Of Year 1 Activity Reports

GPP BHUTAN’S PROGRESS

In the last year and a half, our team has amassed a good amount of knowledge and market intelligence on the public procurement landscape in Bhutan, and assessed the opportunities for integrating GPP into the country’s development plans and programmes. These findings are expected to further help us in the successful execution of the
subsequent implementation-oriented work packages and ensure the uptake of GPP beyond the project timeline in
Bhutan.
In order to kick start the implementation of environmentally friendly and socially responsible procurement in the
government, two handbooks for policy makers and procurers —Volume 1 on Goods and Services and Volume 2 on
Works—have been developed. The handbook is expected to be revised once feedback and suggestions are received
from some of the collaborating government agencies. Furthermore, the project has made considerable progress in
designing training programmes and developing training materials for procurers at the Royal Institute of Management. In order to fulfil one of the project objectives to help cottage, small and medium industries (CSMIs) in Bhutan, the team is currently exploring the opportunity for public procurement from CSMIs in Bhutan. Finally, the project is actively working on collaborating with few government agencies to conduct pilot projects in green procurement.

ABOUT THIS EXECUTIVE SUMMARIES DOCUMENT

This document is a compilation of all the Executive Summaries of a series of six activity reports that were produced
by the project, in accordance with the work plan for the EU-funded action Work Package 1 of the project Green
Public Procurement in Bhutan: A cross sectoral strategy for sustainable industrial competitiveness. The series of activity reports on public procurement in Bhutan are published as separate documents. These reports can be accessed electronically from the GPP Bhutan website: www.gppbhutan.bt.
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Disclaimer

This publication has been produced with the assistance of the European Union. The contents of this publication are
the sole responsibility of GPP Bhutan and can in no way be taken to reflect the views of the European Union.

Executive Summary of Report 1: Quantitative Mapping of Public Procurement in Bhutan

An overview of patterns, volumes and values of public spending on procurement of works, goods
The objective of this study was to quantify and categorize public procurement expenditure of government
and state-owned enterprises (SOEs) in the Kingdom of
Bhutan. The specific objectives were to: i) develop a
mapping report on patterns, volumes and values of
public spending in Bhutan, ii) map areas of high and
frequent spending, and iii) map the procurement flows
in Bhutan.

Between 2008/09 to 2012/13, the Royal Government
of Bhutan (RGOB) and SOEs together spent about Nu.
90.8 billion on procurement. The ministries had spent
Nu. 47.4 billion (52 per cent), followed by districts
spending Nu. 21.8
billion (24 per cent),
SOEs spending Nu.
14.5 billion (16 per
cent) and autonomous
agencies
spending the least
with Nu. 7 billion (8
per cent). The average procurement
expenditure
per
year is about Nu.
18.2 billion, which
accounts for 17.4

per cent of GDP of 2014. Of the total procurement,
works accounts for Nu. 42.4 billion (47 per cent) followed by services with Nu. 22.2 billion (24 per cent),
goods with Nu. 16.6 billion (18 per cent) and goods/
services with Nu. 9.6 billion (11 per cent), respectively.
Procurement by ministries, districts, autonomous agencies and SOEs was categorized into
goods, services, works and goods/
services for the last five years. In
terms of frequency of spending,
works dominate the procurement
expenditure for the past five years
except for SOEs where the expenditure on works was very low. The
Ministry of Works and Human Settlements (MOWHS) has the highest expenditure among the ten
Ministries, amounting to Nu. 17
billion or 36 per cent of the spending among the ten Ministries in
the five years of the 10th Five Year
Plan period. At the district level,
Tashigang has the highest expenditure. In terms of total procurement expenditure for the 11 autonomous
agencies in the same period, Nu. 7 billion was spent on
procurement of works. Specifically, the Royal University of Bhutan (RUB) ranks the highest with Nu. 3 bil-

lion. In contrast, SOEs have higher expenditure on services with Nu. 5.7 billion (39 per cent). Druk Green
Power Corporation Limited (DGPCL) has the highest
expenditure among the SOEs.
A significant portion of the public fund was allocated in
the procurement of goods, services and works. The
procurement is equally made from both current and
capital expenditure with more procurement from the
former. Works comprise the highest expenditure
across all government agencies, ministries, districts and
autonomous agencies. For the ministries, expenditure
is highest in infrastructure, namely roads (including
culverts, drains, etc.) buildings, and others. Professional services under services also have high expenditure. The three highest and frequent spending ministries are MOWHS, Ministry of Agriculture and Forests
(MOAF) and Ministry of Health (MOH), with spending
mostly dominated by works. For the district level,
works have the highest expenditure across all the years
of the 10th Five Year Plan. Expenditure on structure,
especially buildings, roads and others have higher expenditure. Of the 20 districts, Tashigang, Mongar and
Chukha are the leading districts with high expenditure
mostly concentrated on works. Goods account for the
second highest expenditure with major expenditure for
office supplies, printing, publications, textbooks and
library, and furniture. In terms of autonomous agencies, RUB has the highest overall spending followed by
National Land Commission (NLC) and Tourism Council
of Bhutan (TCB). Works, especially construction of
buildings have been recorded as the highest expenditure, followed by services.
Among the seven SOEs, DGPCL has recorded the highest spending which is mostly attributed to expenditure
on wheeling charges, (i.e., the amount charged by one
electrical system to transmit the energy of, and for,
another system or systems). Bhutan Power Corporation Limited (BPCL) has the second highest procurement expenditure specifically due to purchase of electricity from Power Trading Corporation of India. Drukair Corporation Limited (DACL), the third largest
spending SOE, spends highest on purchase of aircraft
fuel and oil.

Procurement expenditure is mostly sourced from government funds and an almost equal proportion is
funded through external grants. For government agencies, 51 per cent of the source of expenditure is government funds, 44 per cent grants and 9 per cent
loans. A large share of the national budget is spent on
procurement, especially of works such as roads and
other infrastructure, services such as professional services, and goods such as general tools and instruments.
On average, 51 per cent of the annual budget of the
government was spent specifically on procurement in
the 10th Five Year Plan. Similarly, to provide a comparative analysis, the expenditure of SOEs has also been
compared with the government’s annual budget. Procurement expenditure by SOEs is estimated to amount
to about ten per cent of the annual budget of the government.
Average government procurement expenditure in Bhutan accounts for 18 per cent of the total real GDP of
the last five years. Procurement by SOEs accounts for
3 per cent of the total real GDP for the last five years.
The combined procurement expenditure of government agencies and SOEs accounts for 61 per cent of
the total annual budget of the government for the 10th
Five Year Plan period (Nu. 150.9 billion). Likewise, the
combined procurement expenditure of the government agencies and the SOEs equals 21 per cent of the
total real GDP value for the same period.
Management (Bhutan), Royal

Executive Summary of Report 2: Legal Analysis of the Public Procurement Framework in Bhutan
Prospects of Procuring Green

Since the Royal Government of Bhutan (RGOB) spends
a large proportion of its annual budget on buying
goods, works and services every year, it is advisable for
public authorities to ensure that they leverage this ongoing public function to support sustainable consumption and production (SCP) practices when making purchasing decisions. Green Public Procurement (GPP) is
one method of promoting SCP in Bhutan. By systematically integrating environmental and social considerations into public procurement policy and practice, the
RGOB can use its buying power to send a strong message about its commitment to sustainable development, to the Gross National Happiness (GNH) philosophy and, to promoting economic activity through generating demand for more sustainable goods, services
and works.
The methodology used is a desk research of national
procurement-specific documents as well as pertinent
national laws, with the aim of assessing the extent of
legal certainty for pursuing GPP in
Bhutan. In addition, national policies and international and regional
trade and commerce agreements
are reviewed to assess the conduciveness of overall policy framework to buying green. The main
focus for analysis is placed on legal
interpretation of the national procurement rules and laws that directly govern public procurement
in Bhutan.
The assessment of the existing
legal, policy and regulatory documents in Bhutan pertinent to public procurement indicate that GPP
criteria can be included within the
current regulatory framework.
There is space in the Procurement

Rules and Regulations 2009 ((PRR 2009) to allow for
green procurement through the procurement cycle,
namely when i) setting pre-qualification and qualification criteria for bidders, ii) specifying the scope of
work, iii) evaluating bids, and iv) establishing contract
conditions. Furthermore, a review of relevant laws,
policies and regulations point to no significant conflict
for pursuing GPP, and in fact show strong harmony in
aims and objectives.
Indeed, practicing GPP can be an effective tool for implementing existing policies and goals aimed at achieving equitable and sustainable economic development.
The way forward within the current framework would
be introduction of green procurement principles that
could steer the standard procurement process towards
the inclusion of environmentally preferable and socially
beneficial criteria.

Executive Summary of Report 3: Mapping of Institutional Arrangements
and Procedures for Public Procurement in Bhutan
Identifying strategic & administrative leverage points for implementing green public procurement
This report maps the institutional arrangements and
procedures for public procurement in Bhutan in order
to identify strategic and administrative leverage points
for implementing green public procurement (GPP). The
specific objectives are to: i) illustrate the formal national organization of public procurement, ii) confirm
procurement procedures in practice, iii) discuss limitations in formal provisions for procurement, iv) undertake gap analysis between formal provisions and real
practice, and v) examine capacity and socio-cultural
aspects affecting procurement.
With the Public Finance Act of Bhutan 2007 mandating
full responsibility to the Ministry of Finance (MOF) for
procurement and disposal of assets of the Royal Government of Bhutan (RGOB), the Procurement Rules and
Regulations (PRR) document was developed in 2009.
The PRR 2009 applies to all government agencies, except in cases of national security interests and external
funded projects, if the external funded projects have
specific procurement procedures under the relevant
financing agreement. Corporations other than municipal corporations and financial institutions who are fully
or partly owned by the RGOB are allowed to adopt
separate rules and regulations, provided such rules are
within the broad principles of PRR and approved by
their respective board of directors/trustees. The PRR
2009 prescribes seven different tender committees
with different team compositions and thresholds. Procurement thresholds for different tender and bidding
procedures are also defined in PRR 2009.
PRR 2009 provides for sound, transparent and clear
procurement procedures with fair and equitable procurement opportunities, well defined roles and responsibilities of the procuring agencies and the bidders, well
-defined evaluation criteria and a formal dispute resolution process. In addition, any procurement activity is
followed by mandatory and regular auditing, which
reviews the financial aspects of project expenditure
and checks the specific steps of the procurement cycle.

In the planning phase, the Five Year Plan (FYP) is the
main policy document for identifying goals and targets
that are closely linked with the government’s plans and
programs. Therefore, all government activities including procurement should be in accordance with the objectives of the FYP.
Findings from both the case studies and procurement
survey conducted for this report show that tenders are
effectively advertised in the country through print media and broadcast television. Procurement is also adequately planned from the need identification phase
through to the contract management phase. Communications by the procuring agency appear to be transparent with most procuring agencies maintaining proper
records and informing the public on the bid opening
and contract negotiations. Shortage of experienced
and skilled professional staff in the procurement departments are general concerns expressed by the respondents. In addition, it is also observed that most
procurement officers are not involved in planning, writing specification and budgeting.
The implication of these findings for the GPP Bhutan
Project is that the team must target not only procurement officers but also relevant policy makers and program officers in order to effectively implement the
concept of green public procurement in Bhutan,
thereby contributing to sustainable consumption and
production. Subsequent project activities must involve
a range of stakeholders involved in strategic decisionmaking and executive levels. In addition, the legal
space available in the PRR 2009 to implement green
public procurement system needs to be made clear
and understood by all relevant stakeholders.

Tendering process in Bhutan (Adapted from PRR 2009)

Procurement Cycle in Bhutan involving different stakeholders (Team analysis)

Executive Summary of Report 4: Assessment of Supplier Prequalification Requirements in Bhutan

Identifying opportunities for integrating environmental and social criteria in the supplier prequalification stage
This report is an assessment of supplier prequalification requirements in public procurement in
Bhutan. The report: i) reviews existing supplier prequalification requirements; ii) assesses the extent of
implementation of these pre-qualification requirements, and; iii) provides recommendations with regard
to pre-qualification requirements, particularly those on
incrementally requiring environmental and social performance criteria to be integrated into prequalification requirements in public procurement. The
main findings from the research are as follows:
1.

2.

3.

4.

The use of pre-qualification processes and procedures are not mandatory in all contracts, but left
open for the procurers to use the sections and
clauses as procuring agencies see fit. It is generally used for contracts that are large and technically complex in nature.
There are procurers and suppliers who are aware
of pre-qualification criteria, requirements and
processes. However, there are other groups who
either interpret pre-qualification as a form of
tendering or ignore it altogether.

The Procurement Rules and Regulations 2009
(revised June 2014) stipulates a generic provision
for pre-qualification under Section 2.2.1 and also
cross references to other clauses, namely 2.1.3
(Qualification Criteria for Bidders) and 5.1.2
(Invitation for Bids).
The existing pre-qualification provisions in the
PRR 2009 do not make any explicit reference to
incentives for enhanced sustainability up the
value chain. This provides an opportunity for
public procurers to incrementally embed environmental and social performance criteria in the
supplier pre-qualification stage.

Notable arguments made against pre-qualification by
some procuring agencies were that:
1.

Pre-qualification is an additional layer, particularly for procurement of works as the Construc-

2.
3.

tion Development Board’s registration system
mirrors some of the pre-qualification requirements.

Pre-qualification procedures open up opportunities for bidders to collude and make the bidding
less competitive.

Pre-qualification impedes efficiency and costeffectiveness as it takes at least a month to carry
out a pre-qualification process and increases the
overall costs of procurement.

However, there were agencies that use prequalification processes who reported that prequalification saves them time and money, as it ‘weeds
out’ unqualified suppliers from the very beginning,
which can lead to more efficient bidding process.

The following recommendations are made for incorporating environmental and social performance criteria in
the supplier pre-qualification stage:
1.

2.
3.

4.

Leveraging the space in the existing prequalification sections and clauses of the PRR
2009 by integrating environmental and social
performance criteria.
The uptake of green product and service criteria,
as developed in the GPP Bhutan Handbook, in
the pre-qualification evaluation.

The inclusion of a list of green goods, services
and works in the Bhutan Schedule of Rates (BSR).
However, goods, methods of providing services,
and undertaking works may undergo constant
evolution in terms of being greener. Thus, the
BSR would either need to provide generic green
criteria or be updated regularly.

In the long term, as the number of complex and
high public spend projects increase, develop and
use a standard pre-qualification document,
wherein environmental and social sustainability
(e.g. ISO14001) criteria are made explicit in the
pre-qualification requirements.

Executive Summary of Report 5: Market Assessment of Green Goods,
Services and Works in Bhutan

Contextualising and validating target sectors and creating the baseline for procurement-induced
green consumption and production
This report is an outcome of the market assessment
undertaken on green goods, services, and works in
Bhutan for the EU-funded Green Public Procurement in
Bhutan Project (GPP Bhutan). The report provides both
demand and supply side perspectives. The demand
side looks at public spending on goods, services and
works by the Royal Government of Bhutan (RGOB) and
the extent to which there is demand for green goods,
services and works. The supply side looks at the availability and capacity of Bhutanese suppliers to provide
green goods, services and works.
Main findings

Demand side of public procurement

The green economy paradigm is increasingly gaining
global momentum as it plays a crucial role in sustaining
our resources. In Bhutan, the concept of the green
economy is well suited to the country’s development
philosophy of Gross National Happiness (GNH), which
also seeks to integrate equitable and sustainable socioeconomic development with good governance, environmental conservation, and social and cultural cohesion.. The Economic Development Policy (EDP) 2010
was formulated with a vision “to promote a green and
self-reliant economy.” The 11th Five Year Plan (11FYP)
gives special attention to “self reliance and inclusive
green socioeconomic development.” It lays importance
on the three strategic thrust areas, namely, i) inclusive
social development, ii) accelerated green economic
development, and iii) strategic infrastructure development. Policy initiatives and programmatic actions are
also being undertaken to combat challenges posed by
climate change.
The RGOB, as in many other countries, is the biggest
procurer in the country. The 10th Five Year Plan (10FYP)
budget outlay was Nu. 150.9 billion, out of which Nu.
90.8 billion (61 per cent of the total plan budget) was
spent on public procurement of goods, works, and services. The two areas of highest and frequent public
spending were infrastructure/works such as roads and
buildings, and professional services. Works, therefore,
accounted for the highest expenditure amounting to
Nu. 42.4 billion (47 per cent) with the Ministry of
Works and Human Settlement (MOWHS) accounting
for the highest expenditure amongst public agencies

with Nu. 17 billion (19 per cent of total procurement
expenditure, and 36 per cent of total procurement expenditure of the 10 ministries). In addition to the 10
ministries, government expenditure nclused spending
by autonomous agencies, dzongkhags and state-owned
enterprises (SOEs).
While there are many ways to drive a green economy,
public procurement is one essential avenue. In view of
the government a large share of public money towards
purchasing goods, services and infrastructure, it is important to assess and understand the sustainability of
the resources, procurement procedures, and the ultimate benefit and the life cycle of the products (goods,
works and services). In order to understand the potential of GPP in Bhutan, it is crucial to understand the current market scenario including the availability of products in the market and the willingness of the procurers
to procure locally available green goods, works and
services.
This study methodology included a combination of
desk research and field visits. To supplement the supply side study, Value Chain Analysis (VCA) was conducted for two locally produced goods, namely Bhutan
Concrete Bricks (BCB) and Double Glazed Windows.
The research study, nevertheless, had its limitations.
The study did not geographically cover the whole country. The field survey area included only the major areas
of economic activity in Thimphu, Phuentsholing and
Gelephu districts.
While there is keen interest and willingness from government procuring agencies to promote sustainable
consumption and production (SCP) of green goods,
works and services, there are also reservations regarding the capacity and reliability of suppliers. The interest
of the government to initiate GPP is elevated by the
persistent balance of trade deficits, coupled with the
global initiatives on SCP and combating the challenge
of climate change. Certain green products are locally
available, particularly construction material such as
concrete bricks and hollow blocks and wood and forest
products. A green product that is not locally available
could be imported and supplied to procurers.

Supply side of public procurement

On the supply side, more than 30 Bhutanese enterprises have been surveyed and a Focus Group Discussion (FGD) held to substantiate the survey information.
It is generally assumed that the local products are comparatively more expensive and of inferior in quality
than the imported products. The assumptions are
mainly based on the higher labour charges in the country and also the historical low capacity of the local enterprises to produce and supply products with high
quantity and quality.
Our supply side study indicated that the assumptions
do not reflect the market reality. Should the challenges
of the local suppliers/enterprises be reviewed and addressed rationally, the suppliers claim that the market
scenario is different from the past. While there is
enough space in the policy and legal frameworks to
practice GPP, a closer attention is required in the implementation practices. For example, when the Bill of
Quantities (BOQ), which provides all the technical
specifications of a work (quantity, materials and the
quality), in the tender document, mentions the “red
bricks”, the works supplier (contractors) has no choice
but to adhere to it. The BOQ refers to red bricks as it is
listed in the Bhutan Schedule of Rates (BSR). To the
contractors/suppliers, winning the contract and avoiding audit observation upon completion of the work is a
priority. Therefore, for suppliers, proposing alternative
materials, even if it is available in the local market
takes a secondary option. If the tender documents/
BOQ provide options to the contractors, contractors
could then offer green and locally available materials
as an alternative.
Focus group discussion with eight suppliers confirmed
that although there are locally produced construction
materials, it is the tendency of the procurers (builders
and contractors) with misconceptions to go for imported materials, due to limited communication and
coordination between the procurers and the suppliers.
It is mainly due to lack of coordination and communication between the procurers and the suppliers that the
GPP practice is not picking up. The local suppliers indicated that procurers (public and private), due to lack of
VCA or life-cycle assessment (LCA) knowledge and information, which highlights environmental and social
benefits, also could be a reason for not valuing green
products.
There is a general expectation amongst the suppliers
consulted during the field survey (particularly local
manufacturing enterprises) that if suppliers are to “go
green” there will need to be an incentive to do so –

such as a preferential procurement programme. The
suppliers expressed that although there is interest and
willingness in the government procurers to promote
green goods, works and services, the lack of clarity in
communication forms a bottleneck. Both the EDP and
the 11FYP embed self reliance and green economy aspects, and similarly the procurement rules and regulation (PRR) 2009 has sufficient space to implement GPP
practices.
Analysis of the findings

The gap between the demand and supply is due mainly
to a lack of coordination and limited channels of communication. The procurers do not seem to conduct
market surveys and acquire updated information on
the local markets on availability of goods, works and
services. They continue to carry the perception of lack
of capacity with local producers/suppliers to meet the
demand of green goods, works and services. Suppliers,
on the other hand failed to enhance the visibility of
their replenished ability to supply green goods, works
and services. With preferential treatment and other
incentives, if considered by the government, suppliers
will be encouraged to compete with imported products. Enhancing communication mechanisms to enhance awareness on both sides of the procurement
ecosystem is seen as an urgent and vital action. Should
there be clear communication channels, strategic plans
and appropriate incentives to the suppliers, to promote GPP, both the procurers and suppliers are keen
to embark on the green procurement practice.
Concerted efforts to promote green procurement
through improved coordination and communication
mechanisms are, therefore, suggested as a foreseeable
way forward.

Executive Summary of Report 6: Identification of Pilot Tenders and
Projects from Target Sectors in Bhutan

Preparing for demonstration of GPP in practice and building demand as well as supply side GPP
capacities
Government and public agencies are major consumers.
By using their purchasing power to procure environmentally friendly goods, services and works, government and public agencies can make a significant contribution to Sustainable Consumption and Production
(SCP). The promise of “greening” public spending can
enable policy makers to “lead by example” through
implementing more sustainable practices in their pursuit of sustainable development goals.

By systematically integrating environmental and social
considerations into public tenders and projects, the
government can use its buying power to send a strong
message about its commitment to the development
philosophy of Gross National Happiness (GNH) and,
more importantly, promote economic activity by creating the demand for more sustainable goods, services
and works.
The main focus of this report is to establish a long list
of potential pilot tenders and projects from target sectors along with commentaries and then shortlist six
pilot tenders and projects for mentoring in the subsequent phases of the project. The mentoring of pilot
tenders and projects is aimed to allow for demonstration of GPP in practice and serve as a critical capacity
building opportunity for both procurers and suppliers.
A long list of pilot tenders and projects from target sectors, along with commentaries on each potential pilot
tender and project are discussed, using the following
criteria:



Level/frequency of public spending on sector



Public sectors’ market share





Environmental/social impact

Relevance to domestic production chains

Participation of cottage, small, and mediumsized enterprises (CSMEs)

Based on public procurement market intelligence data
gathered from previous studies conducted under GPP
Bhutan, and further supplemented by a literature review of resources on GPP and bilateral meetings held
with participating public agencies and other relevant
agencies through the first year of the project, the following six pilot tenders and projects in target sectors
are shortlisted for real-time mentoring in the later
phases of GPP Bhutan:








Tender for office supplies (paper, printing consumables and other stationery)
Tender for management consultancy services

Tender for catering: food and beverages services
Tender for road construction

Tender for building construction

Project: technical advisory services to Thimphu
Thromde (municipality) on Public-Private Partnership (PPP) projects

The report also highlights challenges and opportunities
associated with the selection of the six pilot tenders
and projects for mentoring in the subsequent phases of
GPP Bhutan.
This report, along with the other GPP Bhutan activity
reports, shall also serve as the basis to seek formal authorisation from target sector public agencies to mentor the six selected pilot tenders and projects and obtain access to all required data for implementation of
these tenders and projects. Any sensitive information
imparted to GPP Bhutan for this activity will be
guarded with utmost confidentiality.
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