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What is “GREEN”?
Defi nition of a green good

A green good is one that is less harmful to the environment and human health when 
compared with similar goods that serve the same purpose. The good should have a 
reduced environmental impact over its entire life cycle. 

Examples of environmental attributes include:

1. Reusable (contain reusable parts, are reused or refurbished);
2. Recyclable (can be recycled at the end of its useful life);
3. Contain recycled material;
4. Produce fewer pollutants (produce fewer polluting by-products, 

such as greenhouse gas emissions and air contaminants during 
manufacture, use or disposal); 

5. Have a long service life and/or can be economically and effectively repaired or upgraded; 
6. Reduce waste and make effi cient use of resources, including water and energy; 
7. Reduce the use of toxins and hazardous substances;
8. Use renewable resources; and
9. Use forest goods from sustainably managed forests.

Defi nition of green service

Green services are services that are environmentally preferable, having elements such as:  

1. Supplier attribute
This could include the implementation of standardized envi-
ronmental policies and practices within the supplier’s organi-
zation or certifi cations covering the supplier’s general opera-
tions (e.g. ISO 14000).
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2. Supplier operations when delivering a service
This could include minimizing travel, administrative practices that 
reduce paper use and/or green service delivery certifi cation.

3. Goods and services used in service delivery
Services can be green if the service provider uses equipment, con-
sumables and/or other services that are environmentally preferable, 
socially-responsible, energy effi cient, etc.

Beyond environmental benefi ts, green goods and services can also 
include socially-responsible attributes of the suppliers and companies 
that produce, supply or provide us with those goods & services such 
as:

1. It is produced, supplied or provided by disadvantaged groups such 
as women, disabled persons, poor or rural population.

2. It is manufactured, grown or sourced fairly and responsibly such as 
produced without child labor, with fair wages, fair mark-ups along 
the value chain, etc.

3. It is geared towards creating positive impact in the community such 
job creation and social service.

ISO is the International Organiza-

tion for Standardization. 

International Standards are be-

coming increasingly important 

for organizations to work towards 

common and comparable envi-

ronmental management practices to support the sus-

tainability of their organizations, products, and serv-

ices. Furthermore, governments and regulatory bodies 

are increasingly looking to ISO standards to provide a 

framework to ensure alignment and consistency both 

nationally and internationally.

ISO has developed standards that help organizations to 

take a proactive approach to managing environmental 

issues. The ISO 14000 family of environmental man-

agement standards can be implemented in any type of 

organization in either public or private sectors – from 

companies to administrations to public utilities. ISO is 

helping to meet the challenge of climate change with 

standards for greenhouse 

gas accounting, verification 

and emissions trading, and 

for measuring the carbon 

footprint of products.

Have you heard of ISO standards and ISO certification?
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Understanding Preferential Programmes
Public procurement allows benefiting from the direct 

utility of procured products. In addition, procurement 

policy can be approached strategically to work in co-

herence with existing development strategies and help 

achieve environmental and socio-economic objectives. 

By strengthening demand for certain domestic prod-

ucts, the public sector can stimulate industry, create 

jobs, help disadvantaged producers and protect the 

environment. This is frequently called green or sustain-

able public procurement.

Preferential programmes are an important tool in the 

sustainable public procurement toolbox. Preferential 

procurement can take many forms, but can be defined 

as procurement policies stipulating that certain suppli-

er groups are favored in tender evaluations, which are 

thereby not only based on price and inherent quality of 

the product. 

There are many methods of implementing preferential 

procurement policies, such as1: 

• Set asides – Which allow certain enterprises/in-

dividuals to compete for the contracts which have 

been reserved for them.

• Qualification criteria – Which excludes firms that 

cannot meet a specified criteria for participating in 

a bid.

• Contractual conditions – Where a contractual 

condition can be made to fulfill a policy objective 

such as mandating certain portion of the contract 

to be carried out by enterprise that fulfill certain 

prescribed characteristics (such as being disad-

vantaged).

1 Best Practice Guide B1: Formulating and implement-
ing  preferential procurement policies. March, 2004: First 
edition of CIDB document 1007. Construction Industry 
Development Board. South Africa.

• Offering back – Which offers the bidder the op-

portunity to get the contract if they are prepared 

to match the price and quality of the best tender 

received.

• Preference at the short-listing stage – Which es-

tablishes preference for certain suppliers or serv-

ice providers on basis of their qualifications vis-à-vis 

the policy objective(s).

• Award criteria – Which can introduce weighting 

that meets policy objective(s), in addition to the 

usual weighting of price and quality.

• Product/Service specification – Which speci-

fies certain requirements from the product/service 

(such as local content/ value-added locally, etc).

• Design specifications, contract conditions and 
procurement processes – Which can target par-

ticipation from preferred group of bidders to fulfill 

policy objective(s). 

• General assistance – that provides support for 

targeted enterprises to compete for business, but 

does not give any favourable treatment in the ac-

tual procurement process.

Bhutan’s Cottage, Small and Medium In-
dustries Development Strategy
Bhutan’s Cottage, Small & Medium Industry (CSMI) 

represents an important part in contributing towards 

the national development philosophy of Gross Na-

tional Happiness (GNH). In particular, CSMIs help 

promote pro-poor growth, inclusive and equitable de-

velopment and can be more environmentally-friendly 

due to its smaller scale. In 2012, the Micro, Small and 

Medium Enterprises (MSMEs)2  contributed a total of 

Nu. 890.9 million to Bhutan’s total national revenue, , 

equivalent to 5.1%. The Labour Force Survey (LFS) of 

2010 indicates that 56.2% of total workforce in Bhutan 

2 MSME includes trading sector as well, whereas CSMI 
excludes trading sector

Fostering socio-economic development through preferential 
procurement programmes in Bhutan
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is employed in agriculture/farming, followed by private 

business which employed 20.6% of the total national 

workforce.

Recognizing the importance of CSMIs, RGoB has de-

veloped a Policy, Strategy and Action Plan has been 

developed for CSMI sector3 . Leaving medium indus-

tries aside, the Cottage and Small Industries (CSIs) 

service companies form the largest sector with over 

9,000 firms out of the 14,249 CSIs in Bhutan. Based 

on 2013 figures, over 97% of the CSIs were sole propri-

etorships – thereby micro-scale firms. Besides service 

companies such as 

the common catering 

and consulting servic-

es, industry is catego-

rized into production 

& manufacturing like 

the agro-based and 

forestry-based firms. 

The role of the gov-

ernment is seen as 

providing an enabling 

policy, legal and regu-

latory environment for CSMIs, investing in public goods 

and correcting or compensating for market failures. 

The CSMI Development Strategy states six strategic 

objectives:

1. Strengthening the policy environment and institu-

tional framework

2. Strengthening the legislative framework and enter-

prise environment

3. Facilitating access to finance and incentives

4. Enhancing competitiveness and innovation

5. Improving market access

6. Enhancing employment and developing a culture 

of entrepreneurship

3 CSMI Policy (2012), CSMI Development Strategy 2012-
2020, CSMI Action Plan for 2012-2014, Ministry of 
Economic Affairs, Royal Government of Bhutan

Preferential Procurement and CSMI in Bhu-
tan
Bhutan’s implementation of preferential procurement is 

laid down in the Procurement Rules and Regulations 

(PRR) of 2009, amended in 2014, which provides for 

a five percent margin of preference for national bid-

ders, meaning preference must be given to goods of 

Bhutanese origin (or to Bhutanese bidders in case of 

works) if the price difference does not exceed five per-

cent compared to foreign goods (or international bid-

ders in case of works). The Standard Bidding Docu-

ments (SBDs) include particular clauses on preference 

for domestic bidders and the requirements to meet the 

criteria to be eligible for the margin of preference (SBD 

on Works, Section 1, Clause 30, SBD on Goods, Sec-

tion 1, Clause 38). 

The CSMI Action Plan 2012-2014 proposes changes 

in public procurement to boost the CSMI sector, spe-

cifically to contribute to one of the strategic objectives, 

which is “strengthening the legislative framework and 

enterprise environment” (Activity 2.8). It asks to “raise 

the 5% margin of preference for national bidders and 

reduce discretion”.  To further facilitate procurement 

from CSMIs, pursued activities include: establishing a 

central procurement website and requiring all agencies 

to use it; developing guidelines for CSMI bidders on 

drawing-up public procurement proposals; and maxi-

mizing the use of e-procurement for the benefit of all, 

especially CSMIs.

Conclusion
The inclusion of the above measures in Bhutanese pub-

lic procurement policy shows the importance the RGoB 

gives to strengthening CSMIs as a core part of the econo-

my. Moreover, procurement measures are not isolated but 

part of a broader set of CSMIs policies, plans and strate-

gies. This is a commendable approach to maximize the 

multiplier benefits that these firms provide to Bhutanese 

society, and individuals’ sustainable livelihoods. 

Nevertheless, there is room for expanding preferential 

procurement in an effective manner and introducing 

policies that can create demand for specific goods, 
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services and works in a manner that will support socio-

economic development in Bhutan. Specific economic 

industries which are strategically important can be pro-

moted, creating coherence with existing development 

policies and strategies, such as Bhutan’s 11th Five-

Year Plan that has the strategic objective of achieving 

“self-reliance and inclusive green socio-economic de-

velopment”. Promotion of the identified strategic indus-

tries can be combined with helping national disadvan-

taged suppliers, women, disabled persons, ethnic/tribal 

minorities, rural and poor communities to undertake 

those business opportunities. Manifestations of prefer-

ential programs were outlined above, and include set 

asides; qualification criteria; contractual conditions; of-

fering back; preference at the short-listing stage; award 

criteria – product/service specification; and design 

specifications, contract conditions and procurement 

processes.

Whichever instrument is pursued, policy design must 

include a clear set of methods and procedures for im-

plementing preferential procurement. These are neces-

sary to foster coherence and prevent corrupt practices, 

for which preferential programs can open a window if 

not carefully designed. It is also important to be mindful 

of concerns related to preferential procurement and try 

to mitigate potential negative impacts. The latter can 

include inefficiency due to intentionally-reduced com-

petition, unfair treatment of bidders, compromised in-

tegrity, and lack of consistency or transparency in the 

procurement processes.

As in many countries, the Bhutanese government 

spends a significant portion of its budget on procur-

ing goods, services and infrastructures/works. A re-

view of public expenditure for 10 ministries in Bhutan 

for two plan periods (9th and 10th Five-Year Plans) 

shows that the Ministry of Works and Human Settle-

ment (MoWHS) has the highest public expenditure. 

In the categories of works, goods and services, works 

constituted the largest component. Further breakup in 

the categories of works shows that buildings and roads 

were line items with the most significant budget alloca-

tion and public spending. 

Since our government spends heavily on constructing 

roads, it is worth considering greener ways of road con-

struction such as Environment Friendly Road Construc-

tion (EFRC) as a strategic tool for promoting greener 

standards in construction/infrastructure industry.    

Road constructions can have significant positive or 

negative impact on the environment, depending on 

the country’s topography, climatic conditions and road 

construction techniques. As a mountainous country, 

Bhutan faces many challenges in road construction 

and maintenance. In the interest of lowering cost, we 

mostly practice the conventional cut-and-throw method 

of road construction which has environmental impacts 

like loss of vegetation, mass wastage of soil material 

and post-construction landslides. Not only are they 

detrimental to the country’s fragile ecosystem and rich 

bio-diversity, but our government also incurs high main-

tenance costs as a result. Additionally, businesses and 

general public face grave inconvenience in an event of 

a landslide.

History of EFRC in Bhutan
EFRC was introduced in Bhutan in 1999/2000 by the 

Rural Access Project (RAP) I, funded by the World 

Bank and Bhutan Government with technical assist-

ance from SNV.  

Main Principles of EFRC are:

• Protect environment during construction

• Protect water sources and aquatic life

• Prevent damages to farm lands

• Protect cultural heritage

• Improve quality.  

Green Roads - Environment Friendly Road Construction (EFRC)



www.gppbhutan.bt

P A G E   6

Some important features of EFRC are:

• Bioengineering works like crib wall & brush layering 

which is a combination of sodding, lives taking & 

brush layering to stabilize the roadside slopes and 

reduce soil erosion

• Usage of simple techniques 

• Usage of local materials

• Usage of Log barrier before excavation

• Usage of controlled blasting, etc.

Although EFRC is not a new concept in Bhutan, it is not 

a common practice due to resource constraint. How-

ever, cost-benefit analysis of EFRC shows that there 

is significant reduction of maintenance/repair cost. In 

addition to this, vehicle movement cost combined with 

a higher road quality outweighs the initial higher invest-

ment in terms of project preparation, comprehensive 

designs and constructing it, not to mention esthetic 

value EFRC can bring.

Figures 1 and 2 below show comparison between TRC 

and EFRC, life cycle cost assessment; primary study 

and review study undertaken in year 2001 and 2007 

respectively. Figure 1 shows that cost of EFRC is 40% 

higher than TRC in the beginning. In its eighth year, 

EFRC is able to breaks even is costs with TRC (where 

construction cost and maintenance cost becomes 

equal). A review study done in year 2007 (Figure 2) 

however shows that the cost of EFRC is actually only 

15% higher than TRC cost and the cost recovery pe-

riod is only four years. 

Comparison between Traditional Road Construction (TRC) and EFRC
SN Project Elements TRC EFRC
1 Cost

a. Construction
b. Maintenance

Low
Higher

Higher by 15%
Low

2 Construction:
a. Selection of Alignment
b. Blasting
c. Excavation
d. Spoils
e. Excavated materials

a. Technical considerations
b. Random
c. Bulldozer
d. Thrown downhill
e. Only boulders are reused

a. Comprehensive (environment– EA, 
social, cultural and geo-tech)

b. Controlled
c. Excavator
d. Transported to safe bumping locations
e. Re-use of most excavated materials

3 Other Features
a. EMP
b. Structures
c. Bio-engineering

a. Not required
b. Masonry Walls, RCC 

walls, Gabion Walls, etc.)
c. Not emphasized

a. Mandatory
b. Use of local materials (log/boulder bar-

riers, French drains, crib walls, etc)
c. Use of live plants along with simple 

civil structures used to stabilize slopes

4 Environment (watershed, 
vegetation, wildlife etc.)

Disturbed Undisturbed

5 Service life Short Long



www.gppbhutan.bt

P A G E   7

Figure 2:

Comparison between TRC & EFRC 
(Life Cycle Cost – review study 2007)

Figure 1:

Comparison between TRC & EFRC 
(Life Cycle Cost – preliminary study)

Source: PPP Slides shared by Department of Roads, Ministry of Works and Human Settlements

Source: Visser, H. and Richter, I., 2008. Environmentally Friendly Road Construction in Bhutan: multi-stakeholder sector 

development and complex change facilitation, SNV, Thimphu.

This study clearly illustrates the fact that EFRC is an 

intervention worth pursuing as it brings numerous eco-

nomic and environmental benefits that far outweigh the 

initial high cost. Thus, EFRC is one very concrete way 

for Bhutan to pursue green public procurement.

An approach for adoption of EFRC in Bhutan
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Key findings from GPPB project thus far
Understanding procurement from the demand side

Comparison of Procurement Expenditure with National Budget and GDP
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2008-2009 21,585 8,934 41% 2,095 10% 61,220.6 15% 3%

2009-2010 26,304 13,298 51% 2,512 10% 72,496.6 18% 3%

2010-2011 31,587 15,878 50% 2,733 9% 84,950.0 19% 3%

2011-2012 37,923 19,178 51% 3,179 8% 97,453.0 20% 3%

2012-2013 33,486 18,963 57% 4,026 12% 104,378.1 18% 4%

Total 150,885 76,349 51% 14,544.32 10%  18% 3%

Government Expenditure on Procurement by Category from 2008-2013 (In Million Ngultrum) 

Procurement Category Ministries Districts Autonomous 
Agencies SOEs Total % of total by Procure-

ment 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

% of total by Government 
Agencies/ SOEs 52% 24% 8% 16% 100%
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Understanding procurement from the supply side

•  Setting pre-qualification and qualification criteria is one way to encourage more environmentally-friendly and 

socially-responsible suppliers. In Bhutan, procuring agencies have varied understanding, interpretation and ap-

plication of pre-qualification requirements.

•  While there is no specific or mandatory pre-qualification requirements when choosing a vendor, Clause 2.2.1 

of PRR 2009 (revised 2014) has a generic provision that empowers procuring agency to state their pre-qualifi-

cation requirements. 

•  Suppliers express that as much 

as the government says trying 

to promote green industries, it 

is not clear on what strategies 

is being put in place to achieve 

green economy in Bhutan. 

•  Suppliers express that it is chal-

lenging to opt to supply green 

products when competing with 

non-green products are readily 

available in market at cheaper 

price. 

•  Substantial amount of services (more than 50%) is locally sourced (such as consulting (management/IT), train-

ings, catering).

•  For goods, Bhutan is heavily dependent on imports. Even wooden furniture, where Bhutan has abundant sup-

ply, is imported.

•  Construction materials such as bricks, glass, tiles and various fittings are imported.

Understanding procurement from the legal side

•  Our national policies and legal framework is favorable for introducing green procurement practices in Bhutan 

and can in fact contribute to advancing industrial development and employment in line with the country’s ap-

proach to development, as enshrined in the 

Gross National Happiness development phi-

losophy.

•  There is space within the PRR 2009 (re-

vised 2014) to practice green procurement 

habits. Agencies that are committed to be-

coming conscious and sustainable procur-

ers of goods and services can start making 

greener purchasing decisions without hav-

ing to wait for new government policies and 

procurement rules.

Green products Non-Green products
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 Activity Updates
The project is structured in nine, so called Work Packages. Currently the project consortium focuses on Work 
Package 1, 2 and 3, composed, in turn, of various Activities. Most of the Activities are well under way and a sum-
mary of the activities under the 2 work packages are presented in the table below:

Activity 1.1

Quantitative 
mapping of Public 
Procurement

Status:
• The report has been fi nalized after multiple rounds of comments and reviews by all 

partners.
• Currently being copy edited before publication.

Next Steps:
• Sharing fi ndings of the activity during the stakeholder consultation workshop
• Publication and distribution of report to stakeholders

Activity 1.2

Analysis of Legal 
Procurement 
Documents

Status:
• The report has been fi nalized after multiple rounds of comments and reviews by all 

partners.
• Currently being copy edited before publication.

Next Steps:
• Sharing fi ndings of the activity during the stakeholder consultation workshop
• Publication and distribution of report to stakeholders

Activity 1.3

Mapping of 
Institutional 
Arrangements and 
Procedures for Public 
Procurement

Status:
• Questionnaire to public procurers has been carried out
• Data entry and analysis completed
• First draft of the report has been circulated for comments and review

Next Steps
• Finalization of report after consultation and incorporation of comments from partners.
• Copy editing and publication of report.
• Sharing fi ndings of the activity during the stakeholder consultation workshop.

Activity 1.4

Assessment of 
Public Procurement 
Supplier Pre-
Qualifi cation 
Requirements

Status:
• The report has been fi nalized after multiple rounds of comments and reviews by all 

partners.
• Currently being copy edited before publication.

Next Steps:
• Sharing fi ndings of the activity during the stakeholder consultation workshop
• Publication and distribution of report to stakeholders

Activity 1.5

Market Assessment 
for Green Goods, 
Services, and 
Infrastructure in 
Bhutan

Status:
• The case study showcasing the value chain analysis for concrete building blocks for 

the report is currently being carried out.
• Initial draft of the report has been circulated to all partners for comments. 

Next steps:
• Completion of the Value chain analysis
• Final draft of the report to be circulated for comments to all partners.
• Sharing fi ndings of the activity during the stakeholder consultation workshop
• Publication and distribution of report to stakeholders
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Activity 1.6

Identifi cation of 
Pilot Tenders from 
identifi ed Target 
Sectors

Status:
• Extensive networking with institutions on potential pilot projects has been undertaken 

and is ongoing, in preparation for the technical advisory services that will be offered in 
years 2 and 3 of the project;

• The long list of potential tenders and their commentaries are currently being drafted 
with the fi ndings of Activity 1.1- quantitative mapping of public procurement as the 
basis of targeting signifi cant sectors.

• The initial draft is expected to be completed and shared by the end of march. 

Next Steps:
• Final draft of the report to be shared for review and comments with all partners.
• Sharing fi ndings of the activity during the stakeholder consultation workshop
• Publication and distribution of report to stakeholders

Activity 1.7

Development of GPP 
Recommendations

Status:
• Knowledge on the procurement landscape in Bhutan is being produced through 

Activities 1.1 to 1.6, generating perspectives on which to subsequently build the GPP 
recommendations.

• The GPP team has begun to work on developing the framework for making these 
recommendations to the government.

Next steps:
• Finalization and publishing of the report for submission and dissemination. 
• Organizing a stakeholder consultation workshop after completion of all activities of WP1.

Activity 2.1

Development of 
product checklists 
and GPP handbook 
for goods and 
services

Status:
• A framework for developing the handbook and checklist has been fi nalized.
• Research and writings on the handbook underway

Next Steps:
• Ensuring that the handbook and product checklist are very specifi c to Bhutan and 

refl ects the current scenario of buyers and sellers in the market.
• Finalization and publication of handbook.

Activity 2.2

Development of 
checklists and GPP 
handbook for the 
procurement of 
public works and 
infrastructure

Status:
• A framework for developing the handbook and checklist has been fi nalized.
• Research and writings on the handbook underway
• Bhutan’s Green Building Guideline being used to establish the checklist and 

handbook.

Next Steps:
• Ensuring that the handbook and product checklist are very specifi c to Bhutan and 

refl ects the current scenario of buyers and sellers in the market.
• Finalization and publication of handbook.

Activity 3.1

Planning preferential 
procurement 
programmes for 
domestic cottage, 
small and medium 
sized enterprises  

Status:
• Preliminary desk research into preferential procurement programmes in the country 

for CSMIs has been carried out to have a situational analysis/ understanding of 
the programme and its linkage with public procurement. A short article has been 
produced in this newsletter. 

Next Steps:
• Meetings with relevant stakeholders for developing preferential programmes for CSMIs
• Compile fi ndings and prepare overview reports. 
• Draft recommendation and share for comments before fi nalization
• Publication of recommendation for preferential programmes in public procurement. 
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Managing procurement (of goods) for performance
A common anecdote and experience shared by procurers is one that brings to attention the 
quality (durability) and the delivery of these services by a supplier. During the course of meeting 
procurers, a subject that is often raised especially in the procurement of goods and after sales 
services is one which revolves around goods which are not of quality and the delivery of after 
sales service, which has implications on the durability of the good which has in turn impacts the 
procurement cycle.

While meeting the Procurement section for goods under the Bhutan Power Corporation (BPC), 
the GPP team found that the BPC has been implementing a unique performance management 
system for vendors supplying goods to the BPC since 2010 (Vendor Performance Management 
System, Bhutan Power Corporation, 2010). The system objectively evaluates a suppliers perform-
ances to ensure that the best suppliers are retained in the BPC supplier base. The methodology 
adopted factors in both quality of the good and delivery and eventually computes a one figure 
vendor performance index based on a weighted average of quality rating index and delivery rating 
index. 

In conversation with the Procurement Officer, the implementation of this system (although in its 
infancy) has resulted in better quality products being supplied and also more prompt delivery of 
the good and after sales service, as the vendors are now aware that they stand to lose over time 
and be penalized in their future bids for supplying goods to the BPC. 

It is interesting to note that a performance management system has been developed by a state 
owned enterprise and remains to be adopted by other SOEs or Government Agencies, although 
it might be a low cost solution for managing procurement of goods. This might also be seen as a 
pilot initiative and needs to be tested more to be able to measure the economic benefits such a 
system has provided to the BPC in terms of saved costs and expenses. Also, the data available 
with the BPC over time and the benefits accrued might present the information to extrapolate 
the benefits of integrating such management systems in the procurement cycle at the national 
level.

GPP Bhutan
Level 3, RSPN Building

Lhado Lam, Kawangjangsa
Phone: +975-2-339393

E-mail: info@gppbhutan.bt
Website: www.gppbhutan.bt

Twitter: @GPPBhutan
Facebook: www.facebook.com/gppbhutan


