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7.1: The Theoretical Context 

In recent years, the balance between economy and environment has 

emerged as a crucial concern before the environmentalists, academicians 

and the policy makers. Mankind generate their income and wealth from the 

natural environment, process natural resources for final goods and then 

dispose a large quantity of resulting wastes which are principal agents of 

environmental degradation. These resources are broadly of two types

renewable natural resources and exhaustible resources. Renewable 

resources are re-generated by the nature if managed properly, and 

therefore, there are comparatively little worries involved, at least for short 

span of time. Forests, other vegetations, water resources, animals and 

atmosphere are renewable resources. However, exhaustible resources 

being lost after single use, they are being exhausted at an alarming rate 

due to rapid development process both in the developed and developing 

countries. Stock of minerals such as oil, coal, gas and nuclear resources 

are burning examples of exhaustible resources. 

With growing world population, rapid industrialization, particularly by 

the so-called industrially developed countries, deforestation, urbanization 

and urban immigration, extreme poverty, growing trade and globalization, 

pressures on natural environment are alarmingly increasing. Besides, 

natural calamities like floods, draughts, earthquakes, forest fires and 

marine epidemics etc. are major threats to human well being and their 

sustainability. Rapid industrialization in the developed countries emits 

large quantity of pollutants in the environment. These are resulting in 

'green-house effect', leading to 'ozone depletion' and 'global warming'. The 

developed countries being wealthier, level of consumption is also high 

there. Higher consumption level accelerates the process of environmental 

degradation threatening world habitat. On the other hand, rapidly growing 

Third World population leading to land, water and fuel-wood shortages in 

the rural areas accompanied by shortage of clean water and sanitation in 

the urban areas is adding fuel to the fire. Destruction of environment to 
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date has largely been caused by the Developed Countries. However, high 

fertility rates, rising average incomes, high poverty incidence etc. in the 

Third World is likely to reverse the situation in the twenty first century. In 

fact, world's richest and the P?Orest sections of population are two major 

classes degrading the environment 1 . 

Ongoing environmental degradation would lead the development 

process to halt after a certain period of time. The concept of sustainable 

development has originated from this fear. Sustainable development 

implies development of the present generation without hurting the future 

generation. The concept, which has gained momentum in these days has 

two approaches- (1) outcome approach and (2) opportunity approach. 

Outcome approach states that the utility of the present generation is 

maximized subject to the condition that utility of the future generation is 

not less than that of the present generation. According to the opportunity 

approach, on the other hand, it must be ensured that this generation 

leaves the next generation a stock of capital no less than what is available 

today. 'Weak sustainability' of this approach admits that equality of total 

amount of man-made capital, human capital and natural capital between 

the present and future generations ensures sustainable development. 

'Strong sustainability' version claims that each of the capital goods is to be 

preserved for the future generations rejecting the possibilities of 

substitutability2. 

Environmental accounting and environmental cost-benefit 

approaches are becoming popular for the attainment of sustainable 

development. In case of environmental accounting, degradation of man

made capital, human capital and environmental capital are being adjusted 

in the growth rate of national income as has been shown in chapter- I of 

this dissertation. Sustainable growth rate of net national income IS 

obtained by subtracting rate of degradation of both material and natural 

capital from the current growth rate of net national income. 'Cost-benefit 

thinking' is applied to individual projects or to policies or even wider 
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courses of action. The aim of this approach is to compare all the relevant 

benefits from a project such as building a new road with the costs of such 

a project, including the environmental effects. Both costs and benefits are 

translated, as far as feasible, into monetary terms and discounted over a 

given time period. Only projects with benefits greater than costs, including 

environmental benefits and costs are acceptable3. The decision rule is as 

follows: 

St (Bt - Ct ± Et) ( 1 + r) -t > 0 

where, B=benefits of undertaking the project, C=costs of undertaking the 

project, E=environmental benefits and costs associated with the project, 

t=time period and ( 1 + r) -t=factor in the discount rate. 

Fostering sustainable development has become major concern to 

individual countries as well as international agencies like the United 

Nations, the World Bank, IMF and the WTO. International debates on 

environmental issues such as the so-called North-South debate are settled 

through the arbitration of the WTO. Individual countries are changing their 

policy issues conserving the environment. A set of policy issues are 

available to the government of the developing countries like i) proper 

resource pricing, ii) involvement of communities, iii) clarification of 

property rights, iv) fetching economic alternative to the poor, v) raising 

economic status of women and vi) controlling industrial emissions. Proper 

pricing policy of the developing country governments is required where 

programmes designed to reduce poverty had little impact and the rich 

communities are becoming the only beneficiaries. Communities being the 

grass-root level interacting agency attached to environment, better realize 

local problems to be incorporated in the national level policies. Security of 

tenure in the rural and urban property can encourage investments 

congenial to environmental upgradation. 

Wider range of areas is open to the developed countries assisting 

developing countries for improving the environment. Trade liberalization of 

the middle developed countries and elimination of trade-barriers against 
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the developing country exports would stimulate growth and reduce poverty 

of the developing countries. Development assistance offered by the 

developed countries for investment in developing countries would alleviate 

poverty and promote environment friendly projects. This should be one of 

the guiding principles of allocating aid to the developing countries. Debt 

relief given to the developing countries would enable and encourage these 

countries to invest in anti-poverty and environment friendly projects. 

'Debt-for-nature swaps' are offering an attractive and mutually beneficial 

way for the developing countries to retire its foreign debt. In a 'debt-for

nature swap', a foreign private environmental organization purchases a 

developing country debt on financial markets at a fraction, say, 30 percent 

of the face value. The debt is then exchanged for government bonds 

denominated in the debtor-country currency but worth the full value of the 

original foreign debt. The environmental organization is able to leverage its 

funds by 230 percent. Income from these securities is used to maintain 

rainforests and wildlife reserves4 . In this way, the developing countries can 

avoid debt in scarce hard currencies. 

7.2: Bhutan-The Challenges 

In Bhutan, there were no man-made forces resulting in environmental 

degradation before the beginning of the process of modernization and 

development. Most of the man-made environmental problems originated 

after the initiation of development process in the 1960s. Bhutan being late 

to enter development process vis a vis other countries, it had information 

of mistakes the other countries had committed in course of their 

development. Therefore, Bhutan is well concerned about the environmental 

threats it has to encounter during modernization and development at an 

early stage. The major causes of environmental threats in Bhutan are land 

degradation, deforestation, excessive fuel-wood consumption, agricultural 

mismanagement, industrialization, urbanization, infrastructure 

development and so on. 

196 



Land degradation: Bhutan is a mouncainous country where nvers are 

galloping through the steeply falling mountain slopes. River banks are 

therefore highly vulnerable. Those river banks are basically agricultural 

land. Soil erosion in the river banks causes loss of arable land, particularly 

during the monsoon. In fact, most of the elements of environmental 

degradation are interlinked and one exacerbates adverse environmental 

effects of the other. Agricultural and forestry activities contribute to 

physical land degradation through cultivation of steep terrain, poor soil 

conservation practices, overgrazing of livestock, encroachment of 

agricultural land into forest land, unsustainable fuel-wood extraction, 

unsustainable logging practices and forest fires. The problem of land 

degradation in Bhutan is exacerbated by human activities involved in 

forestry production, road construction, electricity generation, mining etc. It 

has been estimated that out of approximately 40,000 hac. of agricultural 

land, almost 10 percent has been affected by soil erosion5 . 

In-situ land degradation through biophysical deterioration of soil is 

also a major problem associated with agriculture. Excessive or 

inappropriate use of fertilizers in an effort to boost production from limited 

land resources is common in Bhutan. Since the 1960s, use of high yielding 

variety seeds, non-proportionate use of inorganic fertilizers and pesticides 

etc. are alarmingly increasing. During 2004-2007, imports of inorganic 

fertilizers in Bhutan reached the level of 12,121 metric tons. During 2006-

2007, 286.191 liters equivalent pesticides were imported. These growing 

applications of fertilizers and pesticides resulted in nutrient depletion and 

chemical degradation of soil. Inappropriate use of fertilizers IS 

fundamentally a result of limited technical knowledge of the farmers. 

Without proper use of domestic manure, these pesticides and fertilizers 

reduce fertility of land in the long-run. 

Deforestation and Wildlife Poaching: Bhutan is a country with highest 

percentage forest cover all over the world (72.5 percent of total land area) 

consisting of large species of flora and fauna. Forestry in Bhutan belongs 
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to renewable natural resource category and is the principal source of rural 

livelihood. However, excessive timber and fuel-wood consumption, 

overgrazing of growing cattles, forest fire, extraction of non-wood timbers 

etc. are significant threats to Bhutan's forest bio-diversity. Fuel wood 

consumption is estimated at 1.2 million cu. m. and most of these are 

collected from natural forests. Overgrazing is intimately associated with 

forest degradation because grazing occurs on forest land, the livestock 

densities being very high. Livestock rearing is an important activity among 

the rural communities mainly for the purpose of dairy products, meat and 

transportation of goods. Direct adverse impact of overgrazing is the 

destruction of protective vegetation and biological productivity of land and 

also reduced water infiltration, storages and soil erosion. Deforestation in 

Bhutan is also caused by forest fire which is a result of the following 

factors: 

• Unregulated agricultural and horticultural burning operations. 

• Burning of forest to enhance lemon grass generation. 

• Burning of forest to enhance cattle forage. 

• Prevention against wildlife incursions. 

• Accidental burning. 

The country has several species of wild animals and plants of great 

commercial value in the international market, especially for use in 

production of traditional oriental medicines. A porous international border 

both in the north and south, inadequate law enforcement personnel and 

general lack of knowledge of the legal consequences have made controlling 

of poaching a difficult job. Wildlife poaching and trade occur covertly and 

are especially prevalent along the remote borders and within certain 

interior areas. Therefore, the government has placed high priority on 

protection, conservation and management of forest resources, while using 

it wisely. However, the existing schedule of penalties related to poaching of 

wildlife is soft and not deterring enough, especially considering the high 
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commercial value of wildlife parts and products in the international 

market. 

Infrastructure Development: Infrastructure development is a serious 

issue for environmental degradation. Since the 1960s, a lot of 

infrastructure, such as high-roads, feeder-roads, power transmission grids 

and distribution lines etc. have been constructed. According to Tenth Plan 

document6, more than 480 km of new roads, including farm roads, will be 

constructed to improve access and connectivity to remote areas and to 

improve alignment of existing roads. In addition, during the same period, 

468 km. of existing roads will be upgraded and 40 km will be widened. The 

political campaigns leading to democracy in 2008 also suggested that 

roads would be built sooner or later in each of the 4 7 constituencies7• 

Considering the mountainous terrain and fragile geological base, these 

infrastructural constructions are environmentally challenging. Without 

proper environmental safeguards, this type of infrastructure construction 

causes critical problems such as slope failure, deforestation, soil 

degradation, destruction of wildlife habitat, sedimentation of water bodies 

etc. 

Industrialization: The economy of Bhutan mainly consists of natural 

resource based economic activities viz. mining, forestry and in some areas 

manufacturing. Mining has become one of the fastest growing economic 

activities. As of 2006, there were 39 mines and 24 quarries. The main 

component of mining includes production of gypsum, talc, dolomite etc. 

High precipitation, extensive forest cover and well-preserved watersheds 

have endowed the country with immense potential for hydropower 

production. Significant adverse impact of these mining and hydel power 

projects are landscape displacement and fissure from drilling, blasting, 

excavation, destruction of natural vegetation, sedimentation and 

contamination of water, air pollution and so on. 

Many of the manufacturing industries of Bhutan are based on 

extraction of raw materials such as cement industries, agro-based 
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industries and chemical industries. As of 2006, the Department of Industry 

had issued 24,505 industrial licenses - about 76 percent more than in 

2002 when licenses issued numbered 13,9088 . Discharge of harmful 

effluents, dumping of industrial waste, improper use of raw materials 

directly affect the natural environment. Air and water pollution problems 

generally associated with industries harm surrounding animal and plant 

life. These adverse impacts can be mitigated by means of good industrial 

and mining planning, effective environmental management practices, 

timely implementation of various rehabilitation measures and so on. 

Urbanization: Up to 1950s, rural Bhutan was un-disturbed by industrial 

activities and other external forces. Of late, considerable urbanization has 

taken place and percentage of urban population is rapidly increasing. 

During the Eighth Five Year Plan (1997-2002), urban population was 

estimated to be only 15 percent of country's total population of 600,000. 

By 2005, the share of urban population increased to 31 percent in 61 

towns of Bhutan. The alarming point is that more than half of the urban 

population is concentrated in two cities-Thimphu and Phuntsholing. 

Growing urban population has created the environmental problems such 

as air and water pollution, water storage, municipal waste generation, 

congestion of traffic and buildings, land degradation and so on. These 

urban centres have developed at the cost of limited agricultural lands in 

the mountain valleys and forest land. In addition, in the smaller towns, 

lack of proper drainage, sanitation and waste disposal will have cumulative 

adverse impact on the overall environmental body. Rural-urban migration 

and influx of expatriate workforce for construction exacerbate the problem. 

Bhutan's urban immigration is creating two-fold problems- growing 

pressure on urban environment and the shortage of agricultural labour in 

the farm lands. Besides, in order to meet the growing demands of urban 

constructions, extraction of sand and stones from the river banks and road 

sides, extraction of timbers from the adjacent forests etc. are rapidly 

increasing. The solid waste disposal problem of urban centres is also an 

issue to be tackled immediately. 
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High Incidence of Poverty: Poverty and environmental degradation is 

closely related. Poverty in Bhutan is mainly a rural phenomenon. They 

extract substantial forest products for their sustenance and use this as 

fuel emitting a large quantity of carbon gases, a major agent of air 

pollution. If the rural communities are not provided with livelihood and 

alternative income generating opportunities, their engagement in degrading 

activities like illegal extraction of forest resources and other natural 

resources would increase because they are exclusively dependent on a wide 

range of natural resources and ecosystem services. Therefore, the 

government of Bhutan is very active in reducing poverty through the 

implementation of various anti-poverty measures, and as a result, poverty 

is decreasing rapidly. 

Consumption Trends and Market Forces: Increasing affluence and 

modernizing lifestyle of the people, combined with population growth, have 

inadvertently led to higher consumption habits leading to pollution of air, 

water and land and increasing use of natural resources. As is the general 

trend across the world, the wealthiest have far extravagant consumption 

habit when compared to other sections of population. In Bhutan, the 

wealthiest 20 percent of population account for 38.5 percent of total 

national consumption while the poorest 20 percent account for 9.6 

percent. In terms of average per capita consumption, a person belonging to 

the wealthiest 20 percent of population consumes 6.7 times more than a 

person belonging to the poorest 20 percent9. This basically implies that as 

more people acquire wealth, consumption trends are likely to grow unless 

certain interventions are effectively implemented to curb wasteful 

consumption. 

Climate Change: People and the natural environment are becoming 

increasingly vulnerable to the impact of climate change. The faster the 

climate changes, the greater the impact on people and their natural 

environment. In the recent past, the country has experienced a number of 

incidents. 
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7.3: Environmental Policies of the Government 

Sustainable development in Bhutan called for the establishment of a 

number of policy frameworks, institutional safeguards and formulation of 

environmental acts as well as a few Action Plans. Environmental 

conservation received a constitutional mandate, since the Constitution of 

Bhutan was formally adopted on 18th July, 2008. Article-5 of the 

constitution incorporated country's long standing commitment to 

environmentally sustainable development and recognition of environmental 

conservation as one of the cornerstones of Bhutan's basic development 

philosophylo. This article of the constitution states that environmental 

conservation is the fundamental duty of all people and the government. It 

also offered parliamentary power to declare any part of the country to be a 

National Park, Wildlife Reserve, Nature Reserve, Protected Forest, 

Biosphere Reserve, watershed and such other categories meriting 

protection. 

The country adopted a large number of environmental policies during 

its planned development. The major environmental policies are: a) National 

Forest Policy 1974 (revised in 1979 and 1991), b) National Environment 

Strategy1998, c) Bhutan Water Policy 2003, d) National Urbanization 

Strategy 2008, e) Bhutan Sustainable Hydropower Development Policy, f) 

National Disaster Risk Management Framework 2006, g) Biodiversity 

Action Plan for Bhutan (1998, 2002 and 2009) and h) National Adaptation 

Programme of Action for Climate Change. Adopting these policy strategies, 

the government has better managed its environmental conservation. The 

government enacted various environmental laws for the codification of 

human actions associated with environmental preservation. Principal laws 

are: a) Forest and Nature Conservation Act 1969 (repealed with Forest and 

Nature Conservation Act 1995) b) Mines and Mineral Management Act 

1995, c) Environmental Assessment Act 2000, d) Road Act of Bhutan 2004, 

e) National Environmental Protection Act 2007, f) Land Act of Bhutan 

202 



2007, g) Local Governments Act 2009 and h) Waste Prevention and 

Management Act 2009. Institutional interventions in environmental 

programmes helped effective implementation of various policies for 

environmental sustainability. Institutions were established with the 

respective stakeholders from the central government, district and even 

block levels. Major institutions relating to sustainable development in 

Bhutan have been established by incorporating the agents from a) various 

ministries of the Central Government, a) district and block level 

administration, c) National Environment Commission, d) National Land 

Commission, e) Gross National Happiness Commission, f) Non

Governmental Organizations g) private sector corporations h) educational 

institutes such as colleges and i) external development partners. 

Dominated by the Buddhist religious and cultural doctrines, human

nature interface had been one of the guiding principles of all actions of 

people for their livelihood and development. Environmental preservation 

was a principal issue of Buddha's religious proliferation. Buddha 

advocated that people should return to nature what people receive from 

there. Buddhist people believed that the mountains, rivers, lakes, cliffs, 

rocks and soils are considered as domains of different spirits, and any 

pollution or disturbance of these habitats can bring death, disease, and 

destruction11 . Therefore, Bhutan's commitment to preserving its 

biodiversity is firmly rooted in the understanding of the importance of 

forest ecosystem for survival of remote, isolated, and scattered 

communities, their religion and belief systems. Bhutan's people have 

preserved their natural environment for centuries because they have 

always lived in harmony with isolated nature and this relationship has 

been enforced within their moral, cultural and ecological premises. 

Under the planned development regime, particularly since the early 

1980s, Bhutan's development philosophy is being guided by 'Gross 

National Happiness' instead of Gross National Product, where 

environmental preservation is one of the four pillars12. Therefore, 
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environmental conservation has been the cornerstone of Bhutan's planned 

development and has been a principal objective in all the Five Year Plans. 

Environmental policies and Action Plans were formulated for attaining the 

objectives of protecting the nature, sometimes in collaboration with the 

donor agencies. 

Let us begin from the traditional primary practices detrimental to the 

health of the natural environment. It has been noted that shifting 

cultivation (slash and burn agriculture), overgrazing, excessive extraction 

of wood and non-wood forest products are the man-made factors 

disturbing forest bio-diversity of Bhutan. In case of shifting cultivation, its 

type, size, intensity, duration, frequency, and return interval affect and in 

turn are affected by existing flora and fauna. Recognizing the adverse 

impact of 'slash and burn agriculture' on its pristine environment, proper 

initiatives were undertaken by the government at an early stage. Bhutan 

began to curtail shifting cultivation throughout the country in 1969, 

adopted a total ban in 1995 at the 70th Session of the National Assembly, 

and effectively eliminated the practice in protected areas by the late 

1990s13. 

Overgrazing caused by growmg animal population of the country 

results to forest degradation as much of the grazing occurs in forest lands. 

Yak herding mainly contributes to degradation of grass and pasture lands. 

Erosion and grassland deterioration is particularly strong in areas where 

large herds of yaks are joined by flocks of blue sheep and large number of 

marmots. The marmots are found to be very destructive as they dig 

numerous burrows, which set off the process of erosion. The holes become 

larger under the hooves of yaks until they become large enough to be used 

as bull pits. In times of heavy rainfall, the soil from these open spots is 

washed down often causing landslips14. 

Traditionally, the people of Bhutan m rural areas used non-wood 

forest products for food, fibre, shelter, medicine, household implements, 

handicrafts and several other purposes. Without legal framework and 
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proper management of resource extraction of this kind, existing bio

diversity of Bhutan becomes adversely affected. A set of guidelines for the 

assessment and management of these resources have been prepared for its 

proper implementation. Through the use of these guidelines, the forest 

department is focusing on working with local communities to develop 

sustainable management of these resourcesls. It is noteworthy that, access 

to altemative resources is essential before banning this extraction because 

of the poverty associated with this rural population. Reduction in the 

consumption of timber is being achieved through the promotion of 

alternative house construction materials such as corrugated iron sheets for 

roofing. Fuel-wood consumption can be reduced through promotion of the 

use of electrical appliances for cooking and heating in all areas covered by 

electricity. The expansion of rural electrification offers significant 

opportunities for environmental improvements in this regard. In order to 

avoid the emission of carbon gases from fuel-wood, use of liquefied 

petroleum gas is better altemative for the village communities16. 

Establishment of protected areas and biological corridors is a very 

bold initiative for protecting Bhutan's biodiversity. The protected areas 

cover 26 percent of the country which is linked by biological corridors that 

covers 9 percent area17. The combination of protected areas and biological 

corridors form a Bhutan Biological Conservation Complex (B2C2) or a 

landscape conservation unit, encompassing all types of ecosystems that 

are existent in Bhutan. Table-7 .1 shows existing protected areas in 

Bhutan. 

Table-7 .1 shows that at present there are ten protected areas 

throughout Bhutan with total land area of 16,398 sq. km. Along with this 

protected areas, there are eight biological corridors, collectively 

encompassing an area of 2,686 sq. km, connecting all the ten protected 

areas of the country. The main purpose of these biological corridors is to 

maintain the movement of wildlife animals free and uninterrupted. 
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Table-7.1: Bhutan's Protected Areas 

Protected Area Area (square Operational Status 
Projects km.) 

Torsa Strict Nature 610 Not yet operational 
Reserve 
Jigme Dmji National 4316 Operational since 1997. 
Park Conservation management plan 

being revised. 
Jigme Singye 1730 Operational since 2002. 
Wangchuck National Conservation management plan 
Park being revised. 
Royal Manas National 1057 Operational since 1994. Prior to 
Park 1994, patrolling and some 

limited research activities were 
being implemented as well as 
basic park infrastructure 
existed in Manas. 

Thrumshingla 905 Operational since 2002. 
National Park Conservation management plan 

being revised. 
Bumdeling Wildlife 1521 Operational since 2001. 
Sanctuary I Conservation management plan ! 

being revised. 
Shibsoo Wildlife 269 Not operational but patrolling 
Sanctuary and preliminary surveys 

ongoing under the management 
of Sat"})ang Forest Division 

Sakten Wildlife 741 Operational with its first 
Sanctuary conservation management plan 

in place in 2006. 
Khaling Wildlife 335 1 Not yet operational 
Sanctuary I 

1 
Wangchuck 4914 I Declared a protected area in 
Centennial Park I December 2008 
All Protected areas 16,398 I -
(Total) l .. Source: Bhutan: Biodwerszty Action Plan 2009, Mm1stry of Agnculture, Royal 

Government of Bhutan. 

Traditionally, communities managed the forest resources of Bhutan 

governed by the indigenous institutions and customary laws. Various 

protectors for the supervision of different dimensions of sustainable forest 

management and crops protection, protection against forest fires etc. were 

selected from within the communities. There was no central regulation or 

administration prior to 1959, when the communities still managed the 

206 



forests. Supreme Law of Bhutan 1959 was the country's first forestry

related legislation 18. This law shifted the power from the community to the 

government and changed traditional unwritten customary laws to formal· 

written law. 

However, community forestry was farther resumed since the 1980s19. 

Two-fold objectives were visualized in this new approach to community 

involvement in biodiversity management-promotion of forest management 

through the local participatory approach and enhancing socio-economic 

benefits to the local communities in terms of increased access to timber, 

fuel-wood, fodder and non-wood forest products. 

Initiatives have been taken for the preservation of country's biological 

resources such as indigenous and endangered flora and fauna. Various 

research institutes are carrying out fundamental research activities for 

their sustainability. Indigenous seed security as well as domestic food 

security got high priority in development approach. Bio-security policy for 

Bhutan has been approved by the government to ensure health and safety 

of population and its environment. In order to enhance bio-security and 

food safety, Plant and Animal Quarantine Stations have been established 

and operationalized at the Paro International Airport, Gelephu and Samtse 

entry points2°. Domestic seed security is being maintained in accordance 

with the international conventions and legal framework. Bhutan's RNR 

sector introduced field-crops research, particularly research works on 

seeds in some pocket areas of the country such as the districts of Samdrup 

Jongkhar and Mongar, promoting a community-based Seed Production 

Programme. 

Combating the growing hazards of land degradation, landslides, 

glacial lake outburst, water and air pollution, unprecedented floods and 

inventory of solid-waste is a major challenge before the Government of 

Bhutan for sustaining its environment. National Adaptation Program of 

Action for Climate Change (NAPA) was prepared in 2006 by the National 

Environment Commission pertaining to landslide management, flood 

207 



prevention and control, community-based forest fire management, disaster 

relief, mitigation of the effects of glacial lake outburst floods and weather 

forecasting system. These projects are expected to contribute, directly or 

indirectly, to the mitigation of the causes and impacts of land 

degradation21. 

Watershed management is essential for preserving the water 

resources of the country. The importance of maintaining integrity of 

Bhutan's watersheds and the need to protect existing un-polluted water 

resources comprising major river systems, ground water aquifers and 

springs is essential for Bhutan's sustainable development. Hydropower 

development has been identified as one of the three main avenues essential 

for sustainable development. Realization of Bhutan's sustainable 

hydropower potential will depend primarily on protection and management 

of its river catchments. Sustainable extraction of mineral resources focused 

on the dev~loP,ment of guidelines and standards for mineral exploration 

and development, generating baseline data for monitoring environmental 

impacts and formulating restoration plans for abandoned mines22. 

Provision of rural and urban sanitation received urgent initiatives for 

curbing environmental degradation. Country wide rural household 

sanitation coverage in terms of latrine construction was estimated to be 87 

percent in 2000. Solid waste generation in Thimphu city has increased 

from 8 tons per day in 1999 to 24 tons per day in 2004. This three-fold 

increase of daily waste generation in five years explains the critical nature 

of the problem in respect of main urban centres of Bhutan. Daily solid

waste collection services and municipal landfill management in Thimphu 

city are conducted by the Thimphu City Corporation. Preparation of a new 

landfill site has just been completed for Phuntsholing and it is scheduled 

to open for operation. Vehicle emission testing centres have been carried 

out for checking the motor vehicle emission standards. 

Financial burden of the government was heavy for the implementation 

of the environment friendly development approach. The Government of 
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Bhutan is spending lot of Ngultrum for protecting its environment. A 

substantial share of total plan budgets was allocated towards the 

attainment of environmental sustainability because it was the primary 

objective of all the Five Year Plans. An assessment of environmental 

expenditure of the Government of Bhutan during the Ninth Plan period 

(2002-2009) was commissioned by the Department of Public Accounts. 

Table 7.2 shows sector-wise Public Environmental Expenditure (PEE) in 

Bhutan during the period 2002-2007. 

Table-7 .2: Classification of PEE According to Environmental 

Domains During 2002-03 to 2007-08 (Nu. million). 

Institutions 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 

l.Air, Noise and 57.96 34.79 38.22 39.61 55.44 60.76 
Climate 
2.Natural Resource 195.87 226.38 243.66 281.32 398.02 280.55 
Mana_g_emen t 
3. Biodiversity 121.72 132.15 125.97 151.14 156.06 223.75 

4. Soil and Water 37.47 36.17 35.09 28.10 44.62 36.24 
Conservation 
5.Sewerage and 46.66 77.74 70.47 66.16 49.62 41.00 
Water Supply 
6.Waste 18.97 40.35 41.00 50.92 30.53 28.60 
Management 
7 .Training, HRD 169.77 136.49 108.38 143.55 146.22 174.23 
and R&D 
8.0ther 410.55 267.35 252.51 256.23 276.77 271.11 
Environment 
Total PEE 1,058.97 951.41 915.31 1,017.02 1,157.2 1,116.24 

7 
Source: Departments of Pubhc Accounts, Mmistry of Fmance, Royal Govemment of 
Bhutan, 2009. 

Table-7 .2 shows that environmental expenditures of the Government of 

Bhutan are increasing at a moderate rate. These are nothing but the 

compensation for the depreciation of environmental capital. Therefore, 

these environmental expenditures should be adjusted with the estimated 

values of NNP for arriving at sustainable NNP by subtracting environmental 

expenditures from the estimated NNP. 
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7.4: External Assistance and Environmental Preservation in 

Bhutan 

Environmental degradation is a global phenomenon. Recognizing 

obviously possible future outcome of environmental degradation, 

international communities are individually concerned in protecting their 

natural environment and biodiversity, while at the same time, they acceded 

to several international conventions on environment. Bhutan's 

participation in the global conservation movement has increased since the 

UNCED at Rio de Janeiro in 199223. Bhutan participated/ratified several 

international treaties or conventions such as: a) UN Convention on 

Biological Diversity, August 1995, b) Convention on International Trade in 

Endangered Species of Wild Fauna and Flora, August 2002, c) UN 

Framework Convention on Climate Change, ratified in August 1995, d) 

UNESCO World Heritage Convention, October 2001, e) International Plant 

Protection Convention, June 1994, f) UN Convention to Combat 

Desertification, g) Vienna Convention for Protection of Ozone Layer, April 

2004 and so on. Bhutan has established itself as one of the few 'Biological 

Hotspots' of the world through these participations and its own exertions 

for environmental conservations. 

Bhutan's environmental activities have been in conformity with the 

interests of its donor countries towards the attainment of sustainable 

development. As a result, these donors also extended environmental 

assistance for preserving the rich biodiversity and biophysical environment 

of Bhutan. The major bilateral donors in environmental front for Bhutan 

are Denmark, Australia, European Community, Helvetas, the Netherlands 

and India, while UNDP, the World Bank, ADB, ICIMOD, UNEP and World 

Wildlife Fund are the multilateral donors. 

European Community: Contribution of European Community (EC) is 

basically for forest management, integrated pest management, livestock 

disease control, conservation of medicinal plants and watershed 
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management. Wang Watershed Management Project of the EC at the cost 

of €9.2 million was started in 2000 and completed in 2007. Main purpose 

of the project was to develop, test and institutionalize watershed, land and 

farm management techniques. The Medicinal Plant Project, Phase-II began 

in 2004 with an estimated cost of €4.2 million to help in conservation of 

natural resources, alleviation of poverty, improvements in health and 

creation of economic opportunity through sustainable development of 

medicinal plants sector. A final evaluation of the Integrated Pest 

Management (IPM) project (1992-2000) at the cost of € 2.6 million showed 

that project activities contributed to optimal plant protection methods 

whilst minimizing the environmental, social and economic costs. EC 

assistance was shown to contribute to the effective eradication of 

Rinderpest, a general reinforcement of the veterinary services, good 

epidemiological control, domestic vaccine production and significant 

institutional strengthening and development24 . 

Denmark: Since 1978, Denmark has completed many development 

projects in Bhutan. Up to December 2003, Denmark's assistance to 

Bhutan focused on four areas of health, urban development, environment 

and good governance. The Danish strategy for Bhutan covering the period 

2008-2013 coincided with Bhutan's Tenth FYP, the overall objective of 

cooperation being poverty reduction through the promotion of sustainable 

economic development. Since December 2003, Bhutan's education sector 

has received assistance for environmental education while other 

environmental programmes included support for environmental awareness 

activities and urban sector programmes2s. A new agreement on Danish 

fund of Nu. 600 million was signed on 14th December, 2009 for the 

sustainable environment support programmes. The programme had two 

major dimensions-Nu. 367 million would be utilized along with the 

government's Tenth Plan budget programmes, the second component was 

designed as a joint programme with UNDP /UNEP supporting capacity 

development on mainstreaming environment, climate change, anti-poverty 

policies, plans and programmes. UNDP /UNEP would contribute Nu. 40 
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million in this initative. The programme will be implemented over a period 

of four years beginning in January, 201026. 

Helvetas: Helvetas, the Swiss assistance to Bhutan, supports several rural 

development programmes and projects, especially within the RNR sector to 

improve food security, conserve and sustainably manage natural 

resources, enhance rural income generation and livelihoods, generate rural 

employment opportunities and develop capacity of rural communities and 

agricultural service institutions. Key Helvetas-supported projects in Bhutan 

include Rural Development Training Project located in Zhemgang, East 

Central Region Agriculture Development Project covering Bumthang, 

Trongsa, Zhemgang and Sarpang dzongkhags, Participatory Forest 

Management Project and the Natural Resource Training Institute at 

Lobesa27 . 

Other Bilateral Assistance: Cooperation from Austria focused mainly on 

the areas of hydropower and energy development, forestry development, 

tourism and preservation of cultural heritage. Austria initiated Glacial Lake 

Outburst Flood Mitigation Measures Project ( 1999-2002) at the cost of 

$495,000. Netherlands Development Organization in Bhutan supports the 

introduction of environment friendly road construction concepts in all 

agencies (public and private) involved in road construction. Japan 

International Cooperation Agency (JICA) supports rural development and 

poverty alleviation through grants, technical advisory and human resource 

development assistance in the areas of agriculture, rural access and local 

governance. 

UNDP/UNEP: Environmental activities of UNDP and UNEP 1s 

multidimensional, supporting environment friendly projects and 

programmes, coordinating government's environmental projects and 

activities of other individual donors. UNDP supports protected field level 

intervention, alternative livelihood options and greater access to natural 

resources. UNDP and UNEP initiated a joint programme Poverty 

Environment Initiative (PEl) interlinking poverty and environment to attain 
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Bhutan's Millennium Development Goals (MDGs). UNDP supports Royal 

Society for the Protection of Nature (RSPN) for the implementation of 

targetted programmes on conservation, education and advocacy through a 

network of 100 school nature clubs. UNDP Small Grants Programme (SGP) 

has been designed to support local community actions that address global 

environmental concerns such as biodiversity loss, adverse impact of 

climate change and land degradation. During the financial year 2008-

2009, SGP approved a total of eleven projects, each project getting a 

maximum direct fund of USD 50,00028. The new focal area in this initiative 

was to support communities in the conservation of agricultural 

management for food production. 

Some of the innovative ideas of the UNDP included conservation of 

wild, edible orchid habitat through sustainable harvesting practices and 

establishment of community based seed banks to conserve local varieties. 

Development of community micro-hydel projects and self-help groups is 

two other areas of UNDP activity. Two women self-help groups in Mongar 

district with assistance from the Renewable Natural Resource Research 

Centre introduced production of herbal cosmetics. A community micro

hyde! project funded by UNDP/GEF has been established at Sengor village 

of Mongar district. The project has deposited USD 25,000 as seed money 

and it is maintained fully by the community. This project reduced the use 

of annual fuel-wood consumption of four truck loads per household to two 

truck loads. This type of community micro-hydel projects throughout 

Bhutan should be a matter of concern for reducing fuel-wood 

consumption, a major cause of environmental degradation. 

ADB: The Asian Development Bank undertook projects on sustainable road 

construction, electrification, poverty reduction, environmental education 

and advocating alternative to fuel-wood consumption. ADB has provided 

technical assistance to strengthen environmental impact assessment 

guidelines in Bhutan. Urban infrastructure projects have been proposed 

aiming at reducing urban poverty, improving community health and 
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preventing environmental degradation in the selected project areas. The 

project will involve programmes for improving water supply, sanitation, 

solid waste management and roads for low-income communities. In view of 

the shortage of trained staff in environmental management in the country, 

integrating a focus on environmental skilis, training and development of 

environmental curricula has been formulated. In providing support for 

strengthening EIA capabilities and preparation of sectoral environmental 

guidelines, codes of practice and environmental standards, ADB has 

facilitated the establishment of a sound environmental assessment process 

for development activities across the sectors. Rural electrification reduces 

need for fuel-wood and thereby reduce deforestation which in turn reduces 

land degradation and protects watersheds. Relevant training courses and 

awareness programmes focused on Bhutan's key environmental issues 

such as causes and impacts of environmental degradation, practical 

environmental mitigation measures, Bhutan's environmental regulatory 

framework, preparation of basic environmental management plans, 

environmental monitoring and audit, environmental site inspection 

procedures and preparation and implementation of Action Plans29. 

World Bank: Forestry and natural resource management was the 

important activity of the World Bank. The Bank emphasized use of forest 

resources to improve rural livelihoods through community-based natural 

resource management and social forestry. The Bank has made three loans 

for forestry development in the financial years 1984, 1988 and 1594 for a 

total of $12.0 million, the last two projects being co-financed with the 

Swiss Development Corporation. The World Bank functioned as an 

executing agency for a Global Environment Facility grant of $10 million for 

the Trust Fund for Environmental Project3o. The Bank's forest projects 

focused on sustainable forest management practices, including scientific 

management and extraction of natural forests, introduction of social 

forestry for community-based forest management, trial reforestation 

techniques and institutional strengthening, especially for decentralization 

of the Department of Forestry services. 
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Bhutan Trust Fund for Environmental Conservation: This Trust Fund, 

an NGO, was created in 1992 and was incorporated in Royal Charter in 

1996, which is an independent grant management organization for 

environmental conservation. The organization has undertaken several 

projects covering the areas of environmental education, protected area 

management and study of species ecology. Since 200 1, the Trust Fund is 

operating with annual income generated more than US $40 million under 

the guidance of a high-level management board. The Trust Fund is funded 

by the Global Environmental Facility supporting a wide range of 

environmental activities. Global Environmental Facility is supporting the Trust 

Fund in the areas of environmental policy development, management of protected 

areas, sustainable land management, local environmental governance, mitigation of 

risks from glacial lake outburst floods and agro-biodiversity conservation. 

World WDdllfe Fund: This agency started supporting conservation work in 

Bhutan in 1977. Its priority areas include conservation of endangered 

species like tiger, snow leopard, Asiatic elephant, black-necked crane and 

white-bellied heron. In addition, it is supporting sustainable livelihood 

projects using integrated conservation and development approach on a 

pilot basis. It aimed to develop a five-year conservation management plan 

for the Sakteng Wildlife Sanctuary through collection of baseline 

information on vegetation, wildlife and socio-economic aspects of the 

sanctuary, implementing integrated conservation and development 

activities and building of basic infrastructure and human resource 

capacity. Biological corridor management is another area of operation. 

Major projects of the organization include: a) linking & enhancing 

Protected Areas, b) The Royal Manas National Park, c) Bhutan Tiger 

Conservation Programme, d) Bhutan Biological Conservation Complex, e) 

Integrated Conservation and Development Programme Project, f) Women in 

Environment Project, g) Mushroom Community Development Project and h) 

Greenhouse Gas Project31. 
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Foregoing paragraphs sketched a vivid picture of the extent of 

involvement of the intemational donor agencies m environmental 

conservation activities within Bhutan. Besides, in accordance with the 

Bhutan Govemment's growing expenditure on environmental 

sustainability, the donor countries are also substantially financing budget 

expenditures of the government, particularly for environmental 

preservation. These environmental financing by the foreign donors have 

been channelized through variou::-. government sector agencies m the 

budget programmes. The percentage share of donor financing m the 

budgets for Bhutan's public environmental expenditure has been shown in 

Table-7.3. 

Table-7.3: Donor Financing on Bhutan's Environment: 2002-2003 to 

2007-2008 Budgets (Nu. million/%) 

Budget 2002- 2003- 2004- 2005- 2006- 2007- Total 
Programmes 2003 2004 2005 2006 2007 2008 

F.Fin (%) F.Fin (%) F.Fin (%) F.Fin(%) F.Fin(%) F.Fin(%) Env.Exp F.Fin 
(%} 

General 79.4 66.5 70.2 69.8 44.7 37.1 953.7 59.7 
Administration -
Agriculture Service 33.4 100.0 100.0 100.0 100.0 94.0 390.0 48.2 

Forest Service 36.9 31.2 23.7 25.3 17.1 12.8 23.4 
1792.9 

Council of RNR - 68.9 56.8 41.3 19.0 22.4 539.8 42.0 
Research 
Geology and Mines 49.7 50.6 48.3 40.0 38.1 14.8 198.9 37.1 
Service 
Ener~ Service 53.3 60.8 24.4 28.9 45.9 63.7 665.5 45.5 
Industry Service 0.0 0.0 0.0 0.0 0.2 0.0 154.0 0.1 
Tourism Service 0.0 89.8 100.0 37.4 - - 5.5 63.3 
Road Safety & 0.0 0.0 0.1 0.0 0.0 - 52.5 0.0 
Transport Service 
Urban Dev. & 69.8 74.3 77.8 78.0 88.5 88.7 583.4 77.9 
Engineering 
Service 
Local Govemance - - 6.2 24.9 54.3 25.3 32.5 
Service 
Total Central 47.1 57.2 47.2 38.7 31.1 30.8 5361.4 41.9 
Government 

Source: Departments of Public Accounts, Ministry of Finance, Royal Government of 

Bhutan, 2009. 

Table-7 .3 reveals that the average level of donor financing on Bhutan's 

environmental front during the Ninth Plan period (2002-2007) was 38 

percent, the highest share being recorded in the development of urban 
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sanitation. Annual variations and variations among programmes and 

activities were also prominent. With regard to some government 

institutions where the responsibility of environment and biodiversity 

management were within itself, donor financing was close to 100 percent, 

such as forestry sector. On the other hand, for industries, road safety and 

transport, there was no record of donor financing during the Ninth Plan 

period (2002-2007). 

7.5: Beyond Sustainable Development: The Concept of GNH 

In economics, the term development means growth of national income 

or per capita income accompanied by structural transformations. This 

definition of development is exclusively based on economic indicators 

totally excluding the socio-environmental aspects of development. True 

development, however, encompasses various dimensions of human lives 

rather than the growth of economic indicators. Therefore, the UNDP 

introduced Human Development Index (HDI) for the measurement of 

development with the help of three indicators as follows: a) life expectancy, 

b) literacy rate and c) per capita income at purchasing power parity. 

Even this definition says nothing about sustainability of development. 

The concept of sustainable development is limited to economic and 

environmental domain. It does not include cultural, emotional and other 

value related issues, which are some important dimensions of human lives. 

Gross National Happiness, the Bhutanese concept of development, 

encompasses economic, environmental, cultural and emotional dimensions 

of human lives. Thus, GNH is a more comprehensive concept of 

development based on the Buddhist religious values. Though the concept 

first originated in Bhutan, it is now being cultivated throughout the world 

including the United Nations. The recent trend is to perceive economic 

development with human face and with sustainability. The Nobel Prize 

winner economist Professor Amartya Sen is one of the pioneers in this 
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school of thought. Bhutan is some step ahead in this process of conceptual 

development through the follow up of sustainable development policies and 

preservation of human values and traditional culture. 

This development philosophy was first introduced by Jigme Singye 

Wangchuk, the fourth hereditary king of Bhutan. However, the concept of 

development evolved over the planned development in Bhutan beginning 

since 1960s. In the late 1960s, a period during which Bhutan's 

development policy was following conventional patterns of rapid 

modernization. Late King Jigme Dorji W angchuk expressed his view on the 

goal of development as making the people prosperous and happy. 

Similarly, the prominence of prosperity and happiness was highlighted in 

the king's address on the occasion of Bhutan's admission to the UN in 

1971. This vision, first articulated by the late king was elaborated by the 

king Jigme Singye W angchuk, who declared in the first year of his reign 

that "our country's policy is to consolidate our sovereignty to achieve 

economic self-reliance, prosperity and happiness for our country and 

people"32. Gradually, it has become a subject matter of international 

discussions and a few international conferences have also been organized 

to work out a method to measure GNH. 

Buddhist countries are more interested m GNH as a concept of 

development because it is based on the Buddhist value system. One of the 

Key teachings of Buddha was that sufferings are caused by the way we 

perceive things and ourselves. Desire for material consumption causes our 

sorrow. However, Buddha did not reject matters. Rather he advocated 

'right livelihood', as one of the eight main requirements in Buddha's path. 

'Right livelihood' means: "One should abstain from making one's living 

through profession that brings harm to others, such as trading in arms 

and lethal weapons, intoxicating drinks, poisons, killing animals, cheating 

others etc. and one should live by a profession which is honourable, 

blameless and innocent of harm to others"33. 

The Philosophy of GNH is based on four main pillars: a) Equitable and 

218 



sustainable development b) Preservation and promotion of its culture, c) 

Conservation of environment and d) Promotion of good governance. 

a) Equitable and Sustainable Socio-economic Development: Gross 

National Happiness emphasizes the importance of sustainable and 

equitable development. Establishment and delivery of health, education, 

agriculture and other economic services are guided by these two conditions 

of sustainability and equity. Equity has been at the core of Bhutan's 

development approach. Despite the forbidding features of its geography 

and the scattered nature of population distribution and hence, the 

extremely high cost of socio-economic service delivery, the benefits of 

development-both quantitatively and qualitatively, have to be distributed 

evenly across all sections of the society. 

b) Preservation and Promotion of Culture: GNH recognizes that the 

moral and ethical framework for thoughts and actions are shaped by 

culture. This pillar aims at strengthening the institutions of family and 

community, the spirit of voluntarism, tolerance and cooperation, the 

virtues of compassion, altruism, honour and dignity, all of whose active 

promotion may be a contributing factor to Bhutan's low crime rate34. 

Culture also provides a framework where an individual's or society's 

psychological and emotional needs are addressed. By preserving local, 

regional, and national festivals, the government tries to meet these needs 

and provides a forum for maintaining social networks and promoting 

public culture. Bhutan's extended family network is a sustainable form of 

social safety net. Being aware of the possibilities of family disintegration or 

nuclearization, the government makes conscious efforts to revive and 

nourish the traditions and practices that bond families and keep 

communities resilient. 

c) Conservation of Environment: Environmental policy of Bhutan is 

predicated on the Buddhist perspective that human beings and nature not 

only live symbiotically but are inseparable from each other. Economy 

should be viewed as a circular resource flow system, and that the 
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environment imposes a set of constraints according to its stock of 

resources and its natural ability to assimilate wastes. This implies that in 

order to generate income and wealth for its inhabitants, the economy must 

first extract resources from the environment, process them so that they are 

available for use as end-products, and finally, dispose of large amounts of 

resulting wastes back into the environment35. According to this 

perspective, nature is a partner in existence; it provides sustenance, 

comfort and beauty to the mankind. 

d) Good Governance: Collective happiness is viewed as the aggregate of 

individual happiness attained through good governance. The government 

can increase GNH by delivering services that strive to increase consumer 

satisfaction and personal happiness. Recognizing that the underlying idea 

of human happiness within the concept of GNH is the capacity to make 

choices for individuals, Bhutan has pursued a number of policies to 

facilitate the capacity to make choices36. The Education Department for 

example provides education to children. This lies in the domain of Career. 

Health Department provides service for the promotion of physical and 

mental health of the people. Other policies like decentralization of decision 

making process and adoption of democratic governance all are symbols of 

good governance. 

On the basis of these pillars, a set of nine indicators have been 

chosen to contract the GNH index. These indicators are: (a) psychological 

welbeing, (b) health of population, (c) education, (d) time use and balance, 

(e) community vitality, (f) cultural diversity, (g) ecological diversity, (h) living 

standard and (i) good governance. The psychological wellbeing domain of 

the GNH questionnaire covers three areas: general psychological distress 

indicators, emotional balance indicators and spirituality indicators. 

Elements like the prevalence rates of negative emotions (jealousy, 

frustration, selfishness) and positive emotions (generosity, compassion, 

calmness), the practice of spiritual activities like meditation and prayers 

and overall life enjoyment are part of this domain37. 
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The time use domain highlights the value of leisure for happiness and 

overall quality of life. The domain was constructed under the assumption 

that non-work activities such as sleeping, personal care, community 

participation, education and learning, religious activities, social and 

cultural activities, sports and travel contribute to levels of happiness. 

Bhutan's traditional socio-economic system was based on the principle of 

communal self-reliance. The population lived in scattered villages, hamlets 

and isolated farms while urban settlements were non-existent. This 

corresponds to Buddhist doctrine, which points to the benevolent nature of 

small-scale communities38. These communities play a significant role in 

the formation of public goods with the help of the government supplying 

the materials. Cultural diversity and resilience domain considers the 

diversity and strength of cultural traditions involving six areas: dialect use, 

traditional sports, community festivals, artisan skill, value transmission 

and basic precept. 

Education and health are two important indicators of GNH. "The 

health indicators assess the health status of the population, the 

determinants of health, and the health system. Health status indicators 

show information on self-rated health, disabilities, body-mass index, 

number of healthy days per month, knowledge about HIV transmission, 

and breast feeding practices"39. Education was emphasized in the areas of 

educational attainment, traditional language, skills and creativity. The 

ecology domain mainly focuses on perceptual data on ecology. The 

relationship between human beings and the environment is seen m a 

fundamentally different way than the western approach, while the latter is 

based on the Christian instrumental view that nature exists solely for the 

benefit of mankind. The standard of living domain measures the economic 

conditions of the people including food, shelter and cloth. The indicators 

also reflect economic distresses like failure to repair households and the 

purchase of second-hand clothing. The living standard domain consists of 

four areas: income, housing, food security and hardship. 
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A set of nine researchers was put together for each of the nine 

domains. For example, a researcher with psychology background and two 

with statistics background developed the psychological welbeing domain. 

These nine teams together constructed the first GNH questionnaire in 

2005. The most recent questionnaire of GNH was published in 2007. It 

contains 290 questions on 72 indicators in nine domains and one GNH 

index40. 

Qualitative entities like cultural factors, happiness etc. is very difficult 

to measure. However, there are sophisticated econometric techniques for 

the inclusion and measurement of qualitative variables. This method can 

be explained in terms of the following equation: 

(1) 

where Xt and X2 are quantitative variables and D1, D2, ........... Dn are 

qualitative variables such as a particular form of arts or feeling. The values 

of Di depends on either 'Yes' or 'No', for example, one may like or may not 

like dancing. If 0 for liking, 1 for dislike41 . For this type of regression at 

least one variable must be quantitative. Since, there are some indicators of 

GNH purely quantitative, the above method is well applicable. However, 

indexification of GNH is really a complex issue and there are miles to go for 

its perfect measurement. 

Once the index is formed, it can be incorporated in government's 

development policy issues. The role of the government is vital because good 

governance is one of the pillars of this development philosophy. 

Government has to device the policies in order to eradicate poverty and 

reduce income inequality and conserve environment for better GNH index. 

Role of the market must not be competitive, rather market mechanism 

should also correspond to the value system. This can be achieved not by 

spending lot of money for advertisement, but through improvement of 

quality of commodities. Production structure should also be based on the 

laws of environmental sustainability. 
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If we can foster external and material welbeing as well as internal and 

spiritual wealth, a GNH society can ultimately be achieved. Bhutan is not 

alone in this movement. Following Bhutan, similar but slightly different 

concepts of development are thought of by some other countries and 

institutions like France, OECD and Thailand. French president Sarkozy 

established a commission on the measurement of Economic Performance 

and Social Progress42. OECD has also embarked on an ambitious endeavor 

called the Global Project aiming to foster developmental indicators meaning 

welbeing of a society. This government has recently partnered up with 

several universities to develop the National Progress Index (NPI) taking into 

account social, economic and environmental welbeing. The New 

Economics Foundation (NEF) in the U. K. has developed the Happy Planet 

Index (HPI) taking into account life expectancy, life satisfaction and 

environmental footprint to quantify welfare. All these are more general 

index of measuring human development than the GDP and the HDI. 

Achievement of GNH: So far, the discussion was on what GNH means 

and how it can be measured. Having discussed this, we are in a position to 

explore the relationship between economic development and GNH as well 

as the achievement of GNH over the plan period. Traditionally, economic 

theories and models were based on developed capitalist economies 

unsuitable for the economic problems of the developing countries. 

However, modern economists have expressed concern for genuine 

problems of developing countries. Theories developed by such economists 

pinpoint the human capital as a crucial factor of production including the 

issues of sustainable development. Not only that, freedom of choice and 

democratic decision-making with decentralization and people's 

participation constitute the core of this development economics which is 

popularly known as development with human face. 

Some of the issues of development just mentioned above bear a 

common basis with GNH, the development philosophy of Bhutan. 

Enlightenment of population through quality education, promotion of 
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physical and mental health, decentralization and good governance, equality 

and justice, role of communities in the development process, 

environmental sustainability all these are the major issues of both GNH 

and new development economics. These inclusions in development 

econom1cs today have narrowed down the gap between GNP and GNH. 

GDP and GNP are both important, and not necessarily mutually exclusive; 

rather, GDP reflecting the degree of material development, is a lower level 

indicator than G NH which reflects a higher level of happiness43 • The only 

lack in economic development remains the inclusion of cultural 

sustainability along with environmental sustainability. However, the 

economists are well aware of the cultural dimensions of human society 

particularly in the so-called developed world ensued by their apathy 

towards cultural decay. Thus, the economists favour more humanized 

economics characterizing the attributes of a Buddhist economy where 

Buddhist value system is incorporated in the development process. 

Economic development is a vital ingredient for the achievement of 

GNH. It is also a necessary pre-condition for the development of education, 

health, better standards of living, people's participation, effective time use 

as well as good governance. However, balance must be maintained between 

man and nature while the economy is developing. In the concept of GNH 

matter is not totally denied. Rather, it tries to harmonize between matter 

and mind because matter alone cannot fetch mental happiness. Spiritual 

dimensions of human beings must be incorporated for both body and mind 

because matter will fulfill the physical needs of the people while ethical 

values would fulfill the needs of human mind. At the same time, one 

should not forget that religion is impossible with an empty belly. 

Most of .the major indicators of GNH have improved in Bhutan since 

the beginning of the planning regime in 1960s. People have been 

enlightened through the supply of free education and their health position 

as reflected in the improved life expectancy. These two are major elements 

of GNH. Literacy rate has increased with reduction of infant mortality and 
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maternal mortality due to the establishment of government's social service 

system. The concept of GNH admits the role of govemment as well as that 

of the institutions. For example, Department of Sports and Culture 

extended vital inputs for the development of mental health during planned 

development. There are provisions for the practice and preservation of 

indigenous festivals. 

Nutrition, living conditions and mental peace contribute to quality of 

life. While material needs of the Bhutanese people have been fulfilled by 

the increase in per capita income, maintenance of domestic security and 

preservation of its rich environmental resources partially fulfilled their 

mental peace. Per capita income has increased due to the effective 

economic policies followed by the Royal Govemment under various Five 

Year Plans. 

Environmental preservation was at the core of all the projects and 

programmes of development. The role of foreign aid is also noteworthy in 

the issues of sustainability of development. Various intemational agencies 

extended their assistance keeping in mind the basic philosophy of 

development i.e. Gross National Happiness. 

The other elements of GNH such as self-reliance, decentralization of 

development as well as good governance were important objectives of all 

the Five Year Plans of Bhutan. Although achievement of self-reliance would 

take some time due to heavy dependence on foreign aid, the objectives of 

decentralization and good governance have been achieved by considerable 

extent. Bhutan's gradual elevation to a participatory democracy from 

weakly organized monarchical system as well as the establishment of its 

huge public service system with minimum degree of corruption in public 

life are congenial to the achievement of Bhutan's GNH. Regarding 

decentralization, the plan documents show that all the developmental 

issues are discussed at the block level or even village level before their 

implementation. Since Bhutan entered the planned development process 

some time later than its close neighbours, the country could avoid the 
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mistakes its neighbouring countries have committed. Community vitality is 

still well alive in Bhutan. Communities supply required labour services for 

the construction of public goods like schools and hospitals, the 

government supplying only the materials and the other equipments. 

7.6: Conclusion 

Sustainable development and achievement of Gross National 

Hapiness were basic philosophy of development in Bhutan. Sustainability 

of development was substantially achieved for its early consciousness, 

effective government policies, proper implementation of government's social 

sector projects as well as active role of Bhutan's external development 

partners. Bhutan's pristine environment, huge forest cover with several 

reserve forests and preservation of its cultural tradition are reflective of its 

sustainable development. Bhutan is on the right way to preserve its 

environmental and cultural base while these are decaying world over. 

Economic diversification in Bhutan during the planned development 

vindicates that GNH index is reflective of every development taking place in 

the country. Although, no time series data on GNH is available due to its 

recent origin, the indicators of GNH have obviously improved with the 

diversification of socio-economic activities and maintenance of domestic 

cultural tradition. Financial and technical assistance from its international 

development partners indirectly helped to improve Bhutan's GNH. In this 

twenty-first century globalized world, Bhutan's development philosophy is 

a serious concern for future development at the global level. 
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