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FOREWORDFOREWORDFOREWORDFOREWORDFOREWORD

In Bhutan, we have long viewed development in terms far beyond the mere growth of income.
In keeping with our core development philosophy of maximising Gross National Happiness
(GNH), the Royal Government has steadfastly pursued a path of sustainable socio-economic
development to improve the quality of people’s lives and their well-being as a whole. Such a
people-centred approach, we understand, is akin to the essence of the human development
concept. As the introductory chapter of this report notes, a remarkable compatibility exists
between the two development paradigms of Gross National Happiness and human development.
We have no doubt that efforts directed at furthering human development in the country will
simultaneously contribute enormously toward favourable prospects for maximising happiness
for our people.

In 2000 Bhutan publ ished its f i rst National Human Development Report, Gross National
Happiness and Human Development -– Searching for Common Ground’. The report measured
and reported on human development progress in the country for the first time and traced the
rapid socioeconomic achievements attained since the inception of planned development in
1961. This is our second National Human Development Report. The current report updates the
assessment of human development and particularly deals with the key challenge of ensuring
gainful employment for our dynamic youth.

As the report portrays, Bhutan continues to enjoy significant progress in furthering the state of
human development. This is reflected in notable improvements in its Human Development
Index (HDI) and its relative position in the HDI ranking of countries. However, there remain
some critical areas in which the country still has a lot to achieve, principally with regard to the
low levels of adult literacy prevailing in the country. We fully recognise the immense, widespread
development and social benefits that accrue with improved literacy levels, particularly for women.
Attaching great importance to the need to improve literacy in Bhutan, we will continue to
address this as a high priority. The country also faces other considerable development challenges
that may have a significant bearing on human development and GNH outcomes. Among those
highlighted are the closely interconnected and emerging issues of poverty, rural-urban disparities
and youth employment.

Appropriately, the challenge of youth employment constitutes the key theme of this report, in
view of its immense relevance not only for our times but, perhaps even more, for the future. As
His Majesty the King has strongly emphasised, the youth represent our country’s great hope and
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are its most valuable asset. His Majesty’s vision and expectations are that the youth of Bhutan
will participate actively and play a vital role in all aspects of nation-building and socio-economic
development and that, through their vital contributions, they will positively shape our nation’s
destiny.

This would, however, be extremely hard to realise without the full and spirited participation of
youth in the national economy and their gainful employment. As our own and others’ past
experiences show, a growing economy alone is not sufficient to generate adequate jobs and
the kind of quality employment to which our youths aspire. Our economic growth must translate
effect ively into a direct expansion of desirable, dignif ied employment opportunit ies and
increased productivity levels. We are hopeful that our concerted efforts in this direction will
empower our youth, lessen their vulnerabilities, harness their productivity, energy and talents,
and ensure their integration with ease into adult society and the workplace.

As we reflect on how best this can be done, this report analyses diverse aspects of the issue and
suggests possible arenas for action.  We are confident that the relevant assessments made will
contribute to the ongoing debate and wider discussions on youth employment, strengthen its
pr ior i t isat ion on the nat ional development agenda, augment our ongoing act iv i t ies and
programmes, and help promote an enabling policy environment for more effective action.

Finally, we would like to extend our deep appreciation to the United Nations Development
Programme and its Country Office in Bhutan for the extensive assistance and cooperation provided
in the preparation and publication of this report. We would also l ike to extend our deep
appreciation to the National Steering Committee and Working Group for their guidance and
valuable inputs in the preparation of this report.

November, 2005

Wangd i  No r b uWangd i  No r b uWangd i  No r b uWangd i  No r b uWangd i  No r b u
Finance Minister
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OVERVIEWOVERVIEWOVERVIEWOVERVIEWOVERVIEW

   he Bhutan Human Development Report 2005 is the second in a series of national human development
reports planned for Bhutan. The first report, prepared in 2000, focused on the theme of Gross National
Happiness, while the current report covers the theme of youth employment. The Bhutan HDR 2005
consists of two parts; the first section deals with the overall state of human development in Bhutan and
the second focuses on the thematic issue of youth employment.

Bhutan has embraced human development as a noble and worthy goal that is wholly compatible and
in harmony with the country’s own development paradigm and overarching objective of Gross National
Happiness (GNH). The linkages and parallels between these two important development concepts are
explored in the first chapter, in particular highlighting the fact that both concepts primarily seek to
validate a human centered approach to development.  The report notes that the four core pillars of
GNH, namely sustainable and equitable socio-economic development, conservation of the environment,
preservation and promotion of cultural heritage and good governance, are critical considerations for
actualising improved levels of human development. The report further reflects the need to advance
and operationalise the GNH concept further and moots the possibility and benefits of developing a
quantitative measure for GNH, just as the Human Development Index (HDI) was created to reflect the
key dimensions of human development.

The current state and socio-economic perspectives of human development are evaluated. The report
reflects a similar rapid rate of progress in the areas of economic growth and social development. The
report outlines how the sustained levels of economic growth and sound development management
have largely made possible the rapid progress on the social side of human development, particularly
in the areas of health and education. The country’s enhanced material prosperity and significant social
achievements are detailed in the report, in addition to accounts of the nation’s accomplishments in the
areas of environmental conservation, governance, and the preservation of culture.  The report envisages
that on the basis of projected investments in expanding the country’s hydro-power generating capacity
and the expected rise of hydro-export revenues, the Royal Government will continue improving the
human development prospects for Bhutan.

In particular, the current state of human development in the country is assessed through the three
human development indicators of life expectancy, educational attainment and resources necessary for
a decent life. The report highlights the gains in raising life expectancy through improved access to
health care and associated reductions in the high levels of child mortality. The report specifically
identifies the issue of lifestyle diseases as an emerging challenge that could diminish life expectancy
and the quality of life. The Royal Government’s efforts to combat this by encouraging healthy lifestyles
through innovative measures such as the Move for Health Campaign and the Tobacco Free Initiatives
are also detailed. As a policy consideration, the report recommends the adoption of the Health

TTTTT
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Adjusted Life Expectancy (HALE) indicator in the country’s national health monitoring and evaluation
mechanisms.

On the educational attainment indicators, the report details rapid growth in enrollments at all levels,
resulting in an increase in the combined enrollment rate by about 6 percentage points a year between
1998 and 2004. Gross enrollment figures at the primary levels in 2004 was 84.2% and there is now
virtually full gender parity for girls in primary schools. The significant gains in school enrollment though are
not matched by improved literacy rates.  At 54%, the report indicates that adult literacy levels remain the
weakest link in Bhutan’s human development performance and that future improvements of the country’s
HDI value will depend on the progress made in promoting higher adult literacy. The vast improvements in
the country’s income indicators at US$ 834 per capita and US$ 2,060 in PPP terms are reflective of the
sustained levels of economic growth in the country. It is however stressed that household incomes, particularly
in rural areas, remain much below the national average income, as corporate incomes account for a very
large part of the total national income.

The Bhutan HDR 2005 reports that on the basis of the highly satisfactory progress on these three essential
indicators, the country’s HDI value and ranking have improved. In 1998, according to the first BHDR 2000,
the HDI value was estimated at 0.550 and Bhutan emerged for the first time into the ranks of the medium
human development countries. The BHDR 2005 calculates the HDI value for 2003 at 0.583, which would
place the country’s HDI rank at 129 among 177 countries. The report further provides for the first time an
assessment on the human poverty index (HPI-1), which is estimated at 33.34, placing it at 61 from
among 103 developing countries.

While there has been a steady and sustained progress in advancing the human development situation in
the country reflected in the rapid scaling up of its HDI, there remain several challenges that could retard
and adversely impact further progress. The report highlights some of the key constraints for human
development, namely the challenges of poverty, rural urban disparities and employment, issues that are
fundamentally interconnected. A key message conveyed in the report is the critical importance of maintaining
the pro-poor growth policy focus; channeling adequate investments and infrastructure development into
rural areas and expanding access to and quality of rural socio-economic services and facilities; and providing
greater impetus to employment generation, particularly for youths.

The latter challenge of employment generation for youths serves as the core theme for the Bhutan HDR
2005. Many reasons exist for choosing youth employment as the theme. In addition to the demographic
importance of this age group, constituting as they do close to one fifth of the country’s population and the
labor force, the rapid changes that Bhutan is undergoing in the process of modernisation and development
are being most keenly felt by young people who remain a highly vulnerable group. Improving the human
development and GNH outcomes for youth will depend a great deal on the success that the country has in
building the capacities of youth, involving them in decision making through active public participation and
providing them gainful employment. Entry into the world of work and decent employment for youth
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represents perhaps the best way of integrating youth into the social and economic life and ensuring
sustained human development progress for succeeding generations.

The second part of the BHDR 2005 details the employment challenge for youths. A profile of the labor
market and employment patterns in the country and the specific employment context of youths are provided.
The analysis contained in the report points to the fact that while unemployment levels in Bhutan are
relatively low, the burden falls disproportionately on youths - whose unemployment rates are two to three
times that of the general working population and who generally constitute half of all those unemployed.
It is further highlighted that young people are highly vulnerable to labor market fluctuations, generally
being the last to be hired and the first to be released. The underemployment situation of youths is also
considered, with references drawn to the high number of youths engaged in family responsibilities who are
neither engaged in studies nor are economically active and the significant numbers of youth who work as
non-paid family workers.

The report analyses some of the probable causes of why Bhutanese youths are increasingly finding it
difficult to secure decent employment. The report points out the factors of the youthful demographic profile,
the rapid expansion of school enrollment, capital intensive growth, limited employment absorption in the
public sector, the small size and underdevelopment of the private sector, rural- urban migration and the
mismatch between skills and labor market demands. The potential consequences of youth unemployment
as reflected in the rising trend of youth crime and manifestations of risk behavior among youth are also
highlighted.

The employment prospects for youth in the private sector and how these could be enhanced are an
important aspect considered. A profile of the private sector in Bhutan and its special constraints are provided.
The key messages contained in this regard pertain to the need to sustain and strengthen ongoing efforts to
provide an enabling environment for rapid private sector development and actively encourage self-
employment through promoting youth entrepreneurship. The specific recommendations to increase the
intake of young job seekers in the private sector include improving the policy environment for private
sector development, providing fiscal policy incentives to stimulate business development, introducing
appropriate financial sector reforms, strengthening business infrastructure, supporting industrial development,
promoting tourism and the development of tourism infrastructure and services, enhancing foreign direct
investment and stimulating small businesses and self employment ventures through encouraging youth
entrepreneurship.

The critical aspects of enhancing youth employability through education and vocational training are other
vital considerations. The report focuses on the important elements of improving the quality of education,
reducing school dropouts and enhancing school retention, imparting vital life skills development and
career education and expanding vocational education and training towards helping young people prepare
for the world of work. The report notes that the strategic approach in resolving the employment difficulties
of young people is being addressed primarily by expanding the skills base of youth through increased
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access to vocational education and training. The various ongoing initiatives in this regard are treated and
areas for improvement suggested. This includes the need to intensify vocational training in secondary
schools, promote village skills development, expand entrepreneurship training, introduce more
apprenticeship trainings in country and overseas, and develop more market oriented and relevant vocational
programmes.

The prospects for and the sustainability of youth livelihoods in the renewable natural resources sector are
also considered in the report. A detailed profile of the RNR sector is provided and strategies to enhance the
long-term sustainability of youth livelihoods discussed. These include strategies to improve agricultural
productivity and strengthen diversification into more remunerative agriculture including promoting cash
crop cultivation, horticulture, and high value niche agro-forestry products. These are expected to help
stimulate the rural economic base and ensure the sustainable livelihood for youths and their long-term
retention and meaningful economic engagement in rural communities.

In its conclusion the report summarises the issues and imperatives in tackling the emerging concern of
providing gainful employment for youth in Bhutan. The challenging aspects of addressing youth employment
in the country are outlined in the report and the point is made that it is not simply about the creation of
more employment opportunities, but equally about providing high quality and dignified employment to a
rapidly growing youth population. Certain policy imperatives and options within the prevailing context of
the youth employment challenge in Bhutan are also considered.  These include the need to orient the
macro-economic policy framework to be more supportive of labor absorbing growth patterns, including the
adequate channeling of investments into rural development and specific areas with significant prospects
for enhancing employment of Bhutanese youths. The importance of education and vocational training
priorities to raise the quality of education, reduce early school dropouts, strengthen life long learning and
life skills development, increase access to vocational education and training, and promote entrepreneurship
and apprenticeship training and village skills development are also highlighted.

To enhance youth employment in the private sector, the need to formulate a private sector employment
strategy, create enabling conditions for private sector growth and expansion, promote FDI, encourage
small-scale enterprise development and effectively promote youth entrepreneurship are aspects that are
emphasized in the report. The promotion of livelihoods for youth in the rural areas is also viewed as a
critical and practical aspect of ensuring the long-term sustainability of employment for youth. To further
this, the need to actively promote remunerative agriculture through crop diversification, promote off-farm
enterprise and improve the living and work conditions in rural areas are considered to be important.

In conclusion, the report highlights that there is no single or simple solution to the issue of youth employment.
Efforts must be directed on several fronts and levels - from the macro-economic policy framework level to
sector specific and micro-economic strategies, from promoting sustainable rural livelihoods to easing urban
migration, from making education more directly relevant to labor market needs to improving labor productivity
in manufacturing, from promoting youth participation in volunteerism to enhancing the dignity and status
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of blue collar jobs and self employment and from promoting decent employment in the informal sector to
sustaining job creation and facilitating access to jobs in the formal sector.  The report further affirms the
need to move the treatment of youth employment beyond the mere provision of vocational training
opportunities and skills acquisition, even as these investments in education and training continue to
remain highly essential in furthering their employability. The need to improve the labor information system
and strengthen data collection in the areas is seen to be vital in developing more effective strategies and
solutions to ensuring full youth employment.
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Chapter 1

Gross National Happiness
and human development
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  he development ideals of Gross National Happiness (GNH) and human development are broad,
comprehensive concepts that encompass a wide spectrum of human-fulfillment choices and needs. They
both comprise issues of profound concern and are, explicitly or implicitly, the long-term goals of all
societies, no matter what their levels of development. The seminal ideas of GNH and human development
similarly derive from a deep dissatisfaction with conventional measures of development, which are
based on income and consumption indicators. Instead, both concepts question the fundamental purpose
of development and seek to expand the development discourse from a discussion of means to one of
ultimate ends. The question inherent in their philosophies is: What is the greatest good of development
and the end purpose to which it is directed?

This chapter explores briefly the existing parallels, divergences and powerful synergies of the conceptual
frameworks of GNH and human development. The purpose is not simply an intellectual exercise but
rather to draw out relevant lessons and practical policy implications. Such explorations will deepen
understanding about these alternative development philosophies, provide for a mutually enriching
debate and through this contribute to the progressive realisation of vital development goals. In the
context of the report, the chapter provides the theoretical framework within which the state of human
development progress in the country is analysed.

While the development concepts of GNH and human development differ, there nevertheless exists a
deep harmony in their spirit. They also share many common priorities. The human development
concept has broadened beyond its initial premise, reflecting the infinite, ever-changing range of
human choices. Now, it includes issues of sustainability, culture and governance, which have significant
impact on human well-being. The key priorities that comprise the essential components of GNH [Box
1.1], meanwhile, are equally important and valid dimensions within the human development paradigm.
The compatibility of the four platforms through which GNH is to be realised and their equivalent human
development concerns are treated here.

Susta inable and Equi tab le Soc io -economic DevelopmentSusta inable and Equi tab le Soc io -economic DevelopmentSusta inable and Equi tab le Soc io -economic DevelopmentSusta inable and Equi tab le Soc io -economic DevelopmentSusta inable and Equi tab le Soc io -economic Development

Neither GNH nor human development rejects economic growth as irrelevant or unimportant. Rather, economic
growth is viewed as essential for improving human life – but not sufficient in itself. The concepts also broadly agree
that no society can realistically sustain the welfare of its people without economic growth. However, underlying the

TTTTT

Gross Nat ional  Happiness and Human DevelopmentGross Nat ional  Happiness and Human DevelopmentGross Nat ional  Happiness and Human DevelopmentGross Nat ional  Happiness and Human DevelopmentGross Nat ional  Happiness and Human Development

Gross National Happiness is more important than GrossGross National Happiness is more important than GrossGross National Happiness is more important than GrossGross National Happiness is more important than GrossGross National Happiness is more important than Gross
National Product. The ultimate purpose of governmentNational Product. The ultimate purpose of governmentNational Product. The ultimate purpose of governmentNational Product. The ultimate purpose of governmentNational Product. The ultimate purpose of government
is to promote the happiness of its people.is to promote the happiness of its people.is to promote the happiness of its people.is to promote the happiness of its people.is to promote the happiness of its people.

His Majesty the King, Jigme Singye WangchuckHis Majesty the King, Jigme Singye WangchuckHis Majesty the King, Jigme Singye WangchuckHis Majesty the King, Jigme Singye WangchuckHis Majesty the King, Jigme Singye Wangchuck
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two approaches is a distinct recognition that economic growth serves as a valuable means, while not representing
an end in itself.

In addition, both approaches declare that economic growth must be matched with, and contribute to,
improved levels of social development through the provision of better health care, education and other
social services. GNH advocates maintaining a harmonious balance among the material, non-material
and social dimensions of development, while human development strongly argues that lopsided
development can never be sustainable in the long term, with either fast economic growth/low levels
of social development or slow economic growth/rapid social progress. The human development approach
further accentuates the need for effective management of economic growth to ensure that it is equitable

 Box 1.1

G r o s s  Na t i o na l  Happ i ne s sG r o s s  Na t i o na l  Happ i ne s sG r o s s  Na t i o na l  Happ i ne s sG r o s s  Na t i o na l  Happ i ne s sG r o s s  Na t i o na l  Happ i ne s s
Happiness is a universally shared aspiration for all humans and can logically be regarded
as the core purpose of development. While the maximisation of the happiness of the
Bhutanese people was first propounded by His Majesty the King, Jigme Singye Wangchuck,
in the late 1980s, many of its underlying principles have guided the country’s development
for much longer. The concept of Gross National Happiness now formally constitutes the key
objective of national development and serves as the foundation for Bhutan’s normative
approach.

The GNH concept squarely places the individual at the centre of all development efforts
and inc ludes a mult i -d imensional  approach toward improving human wel l -being. I t
acknowledges that people are the real wealth of a nation and propounds that income
alone cannot be the measure of all human endeavours, equal emphasis must be given to
the spiritual, cultural and emotional needs of the people.

GNH is being pursued through the four broad platforms of sustainable and equitable socio-
economic development; conservation of environment; preservation and promotion of culture;
and enhancement of good governance. The progressive realization of GNH will depend
greatly on how effectively the country is able to maintain a harmonious balance and
synergy among these four important principles. Efforts also are under way to further
strengthen the conceptual structure of GNH.

Now, GNH has become Bhutan’s salient contribution to the development discourse, as it
takes the idea of happiness from a utopian element to an imperative for national (and
global)  development.  I t  has been argued that ,  a long wi th the concept  of  human
development, GNH provides the necessary balance to the ‘growth first’ paradigm of
globalisation. Indeed, GNH can be said to encompass an even wider perspective than
human development, as it goes beyond all conventional measures of quality of life.
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and sustainable. Equitable sharing of development benefits among all sections of Bhutanese society,
ensuring that the livelihoods of future generations are not jeopardized, is similarly a core principle of GNH.
Thus, close compatibility and agreement exist between the two perspectives on this important point.

Conservat ion of  the Envi ronmentConservat ion of  the Envi ronmentConservat ion of  the Envi ronmentConservat ion of  the Envi ronmentConservat ion of  the Envi ronment

Natural resources and environmental conditions are significant determinants for human development and
GNH prospects because they directly affect the quality of people’s lives, as well as livelihood opportunities.

Economic growth itself is heavily dependent on
natural resources. In conventional models of
growth, the approach to environment has centred
on exploitation of these resources, with a perceived
tradeoff between economic development and the
environment. However, human development and
GNH explicitly recognise the need to harmonise
growth and ecology, livelihood and nature.
Conservation and sustainable use of the
environment, therefore, are vital concerns that are
integral to both concepts and important for current
and future generations alike.

Preservat ion and Promot ion of  Cul tura l  Her i tagePreservat ion and Promot ion of  Cul tura l  Her i tagePreservat ion and Promot ion of  Cul tura l  Her i tagePreservat ion and Promot ion of  Cul tura l  Her i tagePreservat ion and Promot ion of  Cul tura l  Her i tage

Bhutan’s cultural heritage has always been accorded a high priority on the development agenda. It is
regarded as vital for the country’s survival, given that it provides a strong basis for national identity and
unity. In addition, culture is viewed as a perennial source of sound human values that strengthens social
bonds and provides popular support for sustainable development practices. Finally, culture serves to
cushion Bhutanese society from the negative impacts of globalisation and helps it cope with associated
stress. As such, culture in Bhutan is not merely regarded as an end in itself, or even a mere means to the
goal of GNH, but also critically important for national independence, sovereignty and security.

The dimension of culture and its absence or denial – namely, the concern of cultural liberty – is
similarly regarded as highly pertinent to human development. Indeed, human development concerns
itself principally with allowing people the choices to lead the lives they want. Because cultural lifestyles
are at the core of these choices, human development is as much about cultural choices as political and
economic ones.

UNDP’s Global Human Development Report introduces the interesting concept of “rootless growth,”
which refers to an undesirable form of growth that causes people’s cultural identity to wither and that
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homogenises diverse and rich cultures. The
human development paradigm advocates an
inclusive pattern of growth that can nurture and
enhance cu l tura l  t rad i t ions and prov ide
significant opportunities for people to share their
cultures in a mutually enriching way. On the other
hand, it avoids a growth pattern that is exclusive
and dest roys cu l tura l  d ivers i ty,  thereby
impoverishing the quality of everyone’s lives.
An important aspect of rootless growth is the grave
threat that cultures face from market forces through
cultural homogenisation. Real concern exists
about how globally marketed consumer products
and the media tend to impose a uniform view of the world and of how these represent a new form of
cultural domination through the incentives and values they inculcate. [UNDP, HDR 1996].

Good GovernanceGood GovernanceGood GovernanceGood GovernanceGood Governance

Good governance promoted through transparency, efficiency and accountability in the political processes
and administration of the country, provides an enabling policy environment for the eradication of
human deprivation and the progressive achievement of GNH. Good governance is also characterised by
meaningful, active popular participation in the decision-making process. Equitable growth and
development – an important pillar of GNH – is best achieved through good governance. Finally,
achievements in enhancing social development levels, likewise, would not be possible without the
effective, efficient management of public expenditures, which requires exceptionally good governance.

For the same reasons, good governance is essential to human development. The aspect of good
governance – or “humane governance,” as it is sometimes referred to –  encompasses the principles
of ownership, participation, equity and equality in addition to those of transparency, efficiency and
accountability. Ownership here refers to the broad- based ownership of the governance process that
requires the full and active participation of all people. The equity and equality principles require that
all people enjoy equitable access to public goods and services as well as economic opportunities, and
are equally empowered.

Pol i cy Impl icat ions and Cons iderat ionsPol icy Impl icat ions and Cons iderat ionsPol icy Impl icat ions and Cons iderat ionsPol icy Impl icat ions and Cons iderat ionsPol icy Impl icat ions and Cons iderat ions

While sharing a broad intellectual compatibility, differences remain between GNH and human
development. To spell out a key distinction, GNH boldly concerns itself with human happiness and the
emotional and spiritual well-being of people as the ultimate objective of development. It affirms
unequivocally the vital role that human happiness should enjoy in the development equation.
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On the other hand, the human development concept makes clear that it is not happiness, but
empowerment, that is being pursued. Empowerment here is referred to in the context of the ability of
people to choose, shape and direct their own lives. The 1990 Global HDR states: No one can guarantee
human happiness, and the choices people make are their own concern. But the process of development
should at least create a conducive environment for people, individually and collectively, to develop
their full potential and to have a reasonable chance of leading productive and creative lives in accord
with their needs and interests. To that extent, GNH seeks to go beyond the human development
paradigm and views human development as one of various means, albeit an important one.

Whether the ultimate objective is GNH or human development, however, the practical strategic focus is
on creating an enabling environment for a flourishing of human potential at its fullest. These enabling
conditions basically share the same space.

At the same time, more detailed elaboration and further exploration of the conceptual framework,
substantive content and intellectual structures of GNH would greatly help in the development of practical
guidelines for policy creation, implementation and evaluation to achieve the overall goal. Questions
that were once asked about human development are being posed to GNH as it gains increased
attention around the world and generates lively debate in the country. Is GNH operational, and can it
be operationalised? Does it lend itself to measurement? Can it be planned for and monitored?  Can
specific policies and programmes be implemented to achieve it?

In this regard, the dynamic manner in which the human development concept emerged to become an
important policy theme provides a valuable example in considering how GNH can be more effectively
and practically integrated into development planning.

The evolution of the human development agenda has been an open-ended, progressive process [Box
1.2]. While the basic concept at the core is still very much about enlarging people’s choices, it and its
measurement has been re-examined each year and new directions explored through the Global Human
Development Reports. The concept has been deepened and broadened beyond its original premise,
with several other important measurements included, such as the Gender Empowerment Measure
(GEM), the Gender Development Index (GDI) and the Human Poverty Index (HPI). This process further
promotes suggestions that help translate human development ideas into practical action.

The Human Development Index (HDI) was constructed to reflect the most important dimensions of
human development, but did not necessarily exclude other attributes. Indeed, the HDI does not and
could never capture the full diversity and significance of human development. What it seeks to do,
however, is to go further than the traditional income-based indicators to measure development progress.
As such, the HDI was able to provide a limited but useful quantitative dimension, thus adding great
value to the human development concept.
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Box 1.2

Dimensions of Human DevelopmentDimensions of Human DevelopmentDimensions of Human DevelopmentDimensions of Human DevelopmentDimensions of Human Development
Human development is defined as the process of enlarging people’s range of choices. The mostHuman development is defined as the process of enlarging people’s range of choices. The mostHuman development is defined as the process of enlarging people’s range of choices. The mostHuman development is defined as the process of enlarging people’s range of choices. The mostHuman development is defined as the process of enlarging people’s range of choices. The most
critical of these wide-ranging choices are to live a long and healthy life, to be educated, and tocritical of these wide-ranging choices are to live a long and healthy life, to be educated, and tocritical of these wide-ranging choices are to live a long and healthy life, to be educated, and tocritical of these wide-ranging choices are to live a long and healthy life, to be educated, and tocritical of these wide-ranging choices are to live a long and healthy life, to be educated, and to
have access to resources needed for a decent standard of living.have access to resources needed for a decent standard of living.have access to resources needed for a decent standard of living.have access to resources needed for a decent standard of living.have access to resources needed for a decent standard of living.

(UNDP(UNDP(UNDP(UNDP(UNDP, 1990), 1990), 1990), 1990), 1990)
Human development is not simply about an individual’s capability to attain certain levels of income or consumption, but rather
the quality of life that can be led, thereby encompassing virtually all facets of human life. The human development
perspective thus regards people as the ‘true wealth’ of a nation and places the fulfillment of their aspirations and needs at
the centre of development.

The formation of human capabilities, such as improved health, knowledge and skills constitute a critical aspect of human
development. The other equally important aspect is the use that people make of these capabilities for leisure, productive
purposes or participation in cultural, social and political affairs. As such, human development centres on the twin aspects of
the building of essential life capabilities and the uses people derive from these acquired capabilities. The need for a careful
balance between these aspects cannot be understated, since an imbalance could result in increased dissatisfaction. For
instance, the emergence of an educated workforce through improved educational attainments must be balanced with the
availability of adequate employment opportunities, or else the capability of knowledge will have limited utility and frustrate
rather than fulfill.

Human development has four core components: productivity, equity, sustainability and empowerment.  Productivity broadly
refers to the ability to participate fully in generating income and securing remunerative employment. Equity means equal
access to participate in and benefit from all socio-economic opportunities. Sustainability is understood as the need to ensure
access to opportunities, not only for present generations but future generations as well. The principle additionally considers
the replenishing of all forms of capital – physical, human, environmental – as equally important. The last component,
empowerment, concerns the opportunity for all people to participate fully in the decisions and processes that influence their
lives.

Since the concept was introduced in the 1990 UNDP Global Human Development Report, the human development
perspective has moved into the mainstream of the development discourse and gained widespread popularity. It has been
incorporated in the development strategies of numerous countries, since it provides a useful basis for setting priorities for policy
interventions and the evaluation of progress on these objectives over time. Because the concern of human development deals
with human life choices and needs that are vast and continually evolving, the concept has not been static.

To reflect the most important dimensions of human development, a composite index of three indicators was constructed to
constitute the Human Development Index (HDI). The three indicators were life expectancy, educational attainment and real
GDP per capita, representing a long and healthy life, knowledge and a decent standard of living. While capturing the essence
of human development, the three core indicators by themselves still do not provide a fully comprehensive measurement. The
picture is further supplemented by segregated HDIs by regions and other indices such as the Gender Development Index
(GDI), Gender Empowerment Measure (GEM) and Human Poverty Index (HPI).
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Exploring the possibilities of constructing an index for GNH could well follow a similar path [Box 1.3].
Certain key propositions and perspectives of GNH already exist, providing a useful starting basis. In
addition, a healthy debate on these and other aspects is taking place. The process must be supported
further. At the same time, it needs to include a wider participation of the Bhutanese public and not be
limited to academia, government or development circles. The growing community of researchers interested
in the idea of GNH and its operationalisation are beginning to take this idea forward.

Overall, therefore, a lively debate is ongoing on whether GNH should be measured. Some argue that
the concept is immense, multi-dimensional and complex, and that any system of measurement could
diminish it. Others contend that if GNH is to have more direct relevance for development planning and
monitoring, then attempts must be made to provide some assessment of progress toward its realisation.

This report espouses the latter view, supporting efforts to propose a possible measure for GNH that will
seek to simplify a highly complex reality. As with the human development concept, it is clear that no
measure of GNH will ever do it full justice; it is likely that numerous intangible factors, qualitative and
subjective aspects and values will be notoriously difficult to capture. But attempts to measure GNH
through the construction of an index will certainly help initiate a more meaningful policy dialogue and
further clarify thinking on core relevant issues. This also can leverage greater interest in GNH, enriching
both global development debate and practice with a uniquely Bhutanese perspective.

          Box 1.3

On Construct ing an Index for  GNHOn Construct ing an Index for  GNHOn Construct ing an Index for  GNHOn Construct ing an Index for  GNHOn Construct ing an Index for  GNH
I would like . . . to find common ground between HDI and GNH. The effort could lead us finally
to a method of synthesis between GNH and HDI, with HDI becoming sensitive to GNH …

That brings us to an important question.......can an index be constructed for GNH, as it has
been done for human development? The possible measurability of GNH has been a thought-
provoking proposition. Others have suggested that it would be a speculative exercise into
what is essentially a subjective experience, and will defy any statistical device aimed at its
quantification. There is a broad area of analytical controversy between them. I would be very
keen on any advances the workshop can make on this conceptual and methodological work.

H is  Exce l lency LHis  Exce l lency LHis  Exce l lency LHis  Exce l lency LHis  Exce l lency Lyonpo J igmi  Yyonpo J igmi  Yyonpo J igmi  Yyonpo J igmi  Yyonpo J igmi  Y.  Th in ley.  Th in ley.  Th in ley.  Th in ley.  Th in ley,  in  h i s  open ing address  a t  the 1999, in  h i s  open ing address  a t  the 1999, in  h i s  open ing address  a t  the 1999, in  h i s  open ing address  a t  the 1999, in  h i s  open ing address  a t  the 1999
Workshop on GNH: Workshop on GNH: Workshop on GNH: Workshop on GNH: Workshop on GNH: Gross National Happiness and Human Development – Searching for
Common Ground
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Chapter 2

Trends in economic growth
and human development
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    conomic growth has never been regarded in the Bhutanese development philosophy as an
end in itself nor viewed as a panacea to the holistic socio-economic progress of the country and
well being of its people. It is nevertheless deemed essential for furthering human development
progress and for attaining GNH, the ultimate goal of the development process.

Bhutan started off as a very low-income country, a situation matched by equally low levels of
human development. Strong and sustained economic growth in the country has actually provided
a firm basis for the high levels of public expenditures made in improving human development
conditions in the country. As a result of these significant and sustained social investments,
Bhutan has experienced significant improvements in the living standards of its people, thereby
raising human development levels in the country.

Examining Bhutan’s economic development and growth can help provide a deeper understanding
of the state of human development progress in the country. In Bhutan, the two have been
mutually reinforcing and positively interlinked. Even as economic growth has been strong, the
overall human development progress has been even more rapid [Chart 2.1]. From this it may

be surmised that the country enjoys a relatively
higher level of human development efficiency
with strong growth accompanied by even more
rapid human development achievements. This
ho l i s t i c  a nd  ba l an ced  s o c i o - e c onom i c
development has been carefully and consciously
managed with due attention also provided to
other non-core but human development related
p r i o r i t i e s  o f  c u l t u r a l  a nd  env i r onmen t a l
responsibilities. This key strategic approach is
popularly known in the country as the Middle
Path of Sustainable Development.

EEEEE

TTTTTrends  in  Economic  Growth  and Human Deve lopmentrends  in  Economic  Growth  and Human Deve lopmentrends  in  Economic  Growth  and Human Deve lopmentrends  in  Economic  Growth  and Human Deve lopmentrends  in  Economic  Growth  and Human Deve lopment

P r uden t  mac r oe conom i c  managemen t ,  g ene r ou sP r uden t  mac r oe conom i c  managemen t ,  g ene r ou sP r uden t  mac r oe conom i c  managemen t ,  g ene r ou sP r uden t  mac r oe conom i c  managemen t ,  g ene r ou sP r uden t  mac r oe conom i c  managemen t ,  g ene r ou s
so c i a l  po l i c i e s ,  s t r ong  dono r  s uppo r t  and  expo r ts o c i a l  po l i c i e s ,  s t r ong  dono r  s uppo r t  and  expo r ts o c i a l  po l i c i e s ,  s t r ong  dono r  s uppo r t  and  expo r ts o c i a l  po l i c i e s ,  s t r ong  dono r  s uppo r t  and  expo r ts o c i a l  po l i c i e s ,  s t r ong  dono r  s uppo r t  and  expo r t
e a r n i ng s  f r om  hyd r o - p owe r  ha ve  c on t r i b u t ed  t oea r n i ng s  f r om  hyd r o - p owe r  ha ve  c on t r i b u t ed  t oea r n i ng s  f r om  hyd r o - p owe r  ha ve  c on t r i b u t ed  t oea r n i ng s  f r om  hyd r o - p owe r  ha ve  c on t r i b u t ed  t oea r n i ng s  f r om  hyd r o - p owe r  ha ve  c on t r i b u t ed  t o
a  s i g n i f i c a n t  r i s e  i n  h uman  deve l opmen t  l e v e l sa  s i g n i f i c a n t  r i s e  i n  h uman  deve l opmen t  l e v e l sa  s i g n i f i c a n t  r i s e  i n  h uman  deve l opmen t  l e v e l sa  s i g n i f i c a n t  r i s e  i n  h uman  deve l opmen t  l e v e l sa  s i g n i f i c a n t  r i s e  i n  h uman  deve l opmen t  l e v e l s

HD and GDP Index
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Source: National Accounts Statistics and Royal Monetary Authority Annual Reports

G r ow t h  P e r f o rman c eG r ow t h  P e r f o rman c eG r ow t h  P e r f o rman c eG r ow t h  P e r f o rman c eG r ow t h  P e r f o rman c e

Bhutan’s real annual economic growth averaged about 7 to 8% over the last two decades and
grew by 6.8% in 2003. The GDP value in 2003 was estimated at Nu. 28.5 billion or US$ 612
million at the exchange rate of Nu 46.6 to a dollar. Hydropower development and the export
of surplus electricity to India has largely sustained this robust growth and fundamentally
transformed the structure of Bhutan’s economy. The peak growth years invariably coincide with
the startup of and/or the commissioning of the hydropower projects. Future growth prospects
are similarly linked to the further development of the country’s hydro resources, which will not
only generate revenue through electricity exports but can also provide a major impetus and
competitive advantage to manufacturing. Even by modest projections, the economy is expected
to continue growing at between 6 to 7% for the next decade or so.

The sustained levels of growth performance in Bhutan has been primarily underpinned by the
extensive infrastructure development that has been taking place in the country over the last
four decades. This has been a key strategic component of the various development plans in
Bhutan, including the 9th FYP. In addition to the construction of the large hydropower projects,
there has been a rapid expansion of road networks, including feeder roads to improve rural
access, electricity and telecommunications facilities for numerous rural households, and the
further development of the urban infrastructure.

On an expenditure basis, GDP growth over the last decade has been strongly underpinned by
sustained and rising levels of private consumption  and private/public investments. As reflected
in Table 2.1, there is a singularly dramatic rise in both consumption and investments in the
8th FYP period between1997 to 2002 and this is primarily linked to the construction activities
of the mega Tala Hydro-power project (1020 MW).

Tab l e 2 .1       Measu r e s o f Mac r o - e c onom i c Pe r f o rman ceTab l e 2 .1       Measu r e s o f Mac r o - e c onom i c Pe r f o rman ceTab l e 2 .1       Measu r e s o f Mac r o - e c onom i c Pe r f o rman ceTab l e 2 .1       Measu r e s o f Mac r o - e c onom i c Pe r f o rman ceTab l e 2 .1       Measu r e s o f Mac r o - e c onom i c Pe r f o rman ce

1990 1995 2000 2003
Real GDP growth 6.6% 7.4% 5.5% 6.8%
GDI/GDP 35%(1991) 46.8% 48.4%      53.2% (2002)

Export Growth -0.3% 58% -7% 32%
Import Growth 9.5% 24% 0.5% 23%
Gross Reserves (in US$ millions) 90.39 145 294 383.1
Revenue ( in US $ millions) 5 7 6 5 104 132
Debt (in US$ millions) 133 136 236.8 529.2
Debt/GDP 44.3% 41.4% 51.9% 75.4%
Debt Servicing Ratio 5.4% 20.6% 4.6% 4.1%
Unemployment  Rate - - 1.9% 2.5%
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Total consumption in the period between 1990 and
2002  g r ew  a t  an  annua l  a ve r age  o f  15% and
const i tuted around 70% of  GDP.   Of  th is  pr ivate
consumption accounted for around 71% of the total
and government  consumpt ion fo r  the res t .  Tota l
investments in that period also increased at an annual
average of 22% and comprised 43% of GDP. While
private investments constituted a major portion at 62%
of the total investments, this was matched by strong
public investments over several years. Of the total
savings comprising approximately 21% of GDP, public
savings have been negligible at less than 1%, while
private savings have grown steadily. Inflation has been

at moderate levels throughout the period and has steadily come down from 9.2% in 1998/99
to the lowest level of 1.8% over the last two decades in 2002/03.

Government revenue collection has been growing strongly over the decade and rose from Nu.
996.3 million in 1990/91 or 10% of GDP to Nu. 6,162 million in 2003/04 about 22% of
GDP. The strong revenue increases have been due to sustained economic growth, increases in
the price of electricity exports and the improved collection systems. Over the decade, the revenue
structure has also undergone a marked change with the ratio of tax to non-tax revenue improving
considerably. Tax revenues constituted only around 27.5% of total revenues or 4.8% of GDP in
1998/99 owing largely to the low tax rates and the small base. Tax revenues now constitute
over 54% of the total revenues and have risen to around 12% of GDP. However, the Royal
Government remains keen not to introduce more or higher taxes so that the private sector
growth is not stifled.  The dominance of electricity as the major source of revenue remains and
constitutes around 38% of total national revenue.  In order to further expand the tax base and
as a measure to redistribute wealth, personal income tax was introduced in the country in
2002. Collections from personal income tax though are small and constitute less than 2% of the
total revenue collection.

The overall balance of payments has been consistently positive between 1990 and 2003 due
to substantial inflows of grant aid and loans, even as the country has experienced chronic trade
deficits. The favorable overall balance of payments position has contributed to the growth of
foreign reserves taking it to US$ 383 million in 2003/04, enough to provide import cover for
over 23 months. On average imports have grown much more rapidly than exports over the
period creating large trade deficits. These large trade deficits were incurred principally on
account of imports for the construction of the large power projects, and as such do not reflect an
unsustainable import pattern. However, there has been a perceptibly large growth trend in the
import of non-durable consumer goods, particularly for those that have to be paid in hard

Source : National Accounts Statistic Annual Reports
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currency. With the major works of the Tala hydro-electric project near completion, imports have
already declined and are expected to decline further from current levels. Additionally, with the
generation of power from this mega project, the trade balance is expected to record significant
surpluses. However, with several other mega power projects in the pipeline, this cyclic pattern
of import surges and large trade deficits for extended periods of time coinciding with the
construction of the projects is likely to continue.

The large capital investments in the hydro-power, renewable natural resources and social sectors
have contributed to the enlargement of outstanding external debt that currently stands at US$
405.5 mil l ion. While the debt to GDP rat io has largely ranged between 30 to 50%, it
substantially increased to 75.4% in 2003. However, debt servicing ratios have been sustained
at manageable levels at under 5% over the last five years in view of sustained export growth
and the fact that most of the country’s outstanding debt is on concessional terms. In the fiscal
year of 2004, debt servicing was at 4.1%.

Nevertheless, there is a deep concern over future debt servicing in regard to hard currency or
non-Rupee debt, as there are l imited prospects to generate foreign currency earnings. In
recognition of this, the Royal Government has made concerted efforts to enhance the country’s
hard currency export earnings through various
policy initiatives. It is envisaged that enlarging
Bhutan’s foreign trade through accession to the
WTO ,  expand i ng  b i l a t e r a l  t r a de  w i t h
neighbouring countr ies, engaging in regional
economic groupings such as BIMSTEC and SAFTA
and promoting foreign direct investment through
a soon to be enacted FDI Act, will all contribute
to increased foreign currency inflows other than
f rom deve lopment  a s s i s tance  and  ex i s t i ng
sources.  In the case of Rupee debt that comprises
roughly 58% of the total debt, this is easi ly
sustainable as the debt servicing and repayments
are closely tied into the export earnings of the
hydro-power projects.

The government continues to maintain a cautious and prudent fiscal management policy centered
around meeting recurrent expenditures from current revenue streams and mobilising development
assistance for most capital investments. While the budget deficit was traditionally maintained
at under 1% of GDP, this has increased over the last three years due to shortfalls in grant
assistance. In 1999/2000 the budget deficit was at 4% of GDP and this increased to 12% of
GDP in 2000/01. It subsequently came down to 5% and 10.4% of GDP in 2001/02 and

Source : RMA Annual Reports
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2002/03. These deficits were financed out of soft borrowings, both external and internal, the
latter through the issuance of government bonds. The purchase of two new aircraft for Druk Air,
the national carrier, is likely to put additional strains on internal resources but improved grant
flows could reduce the budget deficit. These developments reflect the country’s dependence on
development grants and loans and its vulnerability to fluctuations in external inflows.

P r og r e s s  i n  So c i a l  De ve l o pmen tP r og r e s s  i n  So c i a l  De ve l o pmen tP r og r e s s  i n  So c i a l  De ve l o pmen tP r og r e s s  i n  So c i a l  De ve l o pmen tP r og r e s s  i n  So c i a l  De ve l o pmen t

The rapid growth of the Bhutanese economy in the eighties and nineties was matched by and
directly contributed to marked improvements in health and education standards, thus vastly
improving the levels of human development. Additionally, as a World Bank study of 192
countries revealed, over 64% of growth in these countries was attributed to human and social
capital.  Thus, there is good reason to believe that the sustained human and social development
progress in Bhutan has significantly contributed to the rapid growth of the national economy.

The Royal Government has from the inception of planned development, provided for well-
structured social sector expenditures that have yielded large dividends for health and education.
The budget allocation for social sector expenditures increased significantly each plan period
and currently constitutes 24% of the 9th FYP budget, or roughly 11.5% of GDP on an annual
basis. Annual budgeted public expenditures for education alone constitute around 7% of GDP, a
very high level of investment by any standard. On a per capita basis, public expenditure on
education and health in Bhutan is estimated at around US$ 108 a year, which compares
favourably with most developing countries.  By all measures, the country’s public expenditures
in the social sector have been extremely generous and essentially directed towards expanding
basic health care and primary education. This has been possible largely due to the significant
growth in public revenues arising from sustained economic growth, and the strong donor support
for social sector programs.

A c h i e v emen t s  i n  E d u c a t i o nA c h i e v emen t s  i n  E d u c a t i o nA c h i e v emen t s  i n  E d u c a t i o nA c h i e v emen t s  i n  E d u c a t i o nA c h i e v emen t s  i n  E d u c a t i o n
Education coverage in the country has been
expanding rapidly at al l levels and is st i l l
p rov ided f ree of  cos t .  Th i s  inc ludes  f ree
tuition, textbooks and in many schools and
institutes, the provision of free meals and
boarding facilities. Annual school enrollments
have on average grown at around 8% per
annum over the last few years and primary
education enrolment rates climbed from 72%
in 1998 to 81% in 2003. Secondary and
tertiary education enrollments are increasing
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so rapidly that the available education resources
a r e  be i ng  s e ve r e l y  s t r e t c hed .  T he  t o t a l
enrolment in al l  schools, inst i tutes and non-
formal education programs was at 145,249 in
2003 ,  up  f r om  100 ,609  i n  1998 .  T he
percentage of females in the total enrolment has
marginally increased by half a percentage point
f r om  48 .4% t o  48 .9% i n  1998 .  Fema l e
enrolment rates are now virtually at par with
that of males except at the higher secondary and
tertiary levels, though even at these levels there
has been significant progress in comparison to
the past.

To  a c commoda te  t h i s  su s ta i ned  en ro lmen t
growth, new school infrastructure has been built
and exist ing ones expanded. In 1998, there
were 312 educational institutions consisting of 233 primary and community schools, 62 junior
high and high schools, 7 private schools, 9 vocational and specialized training institutes and a
degree college. There are now 426 educational institutes consisting of 278 community and
primary schools, 116 junior high and high schools, 18 private schools, 14 vocational and
specialized training institutes and a degree college [Chart 2.4].

The total teacher strength in all educational institutes has virtually doubled from 2,785 in
1998 to 4,746 today and this has been augmented by a noteworthy raise in the qualification
level of teachers with 93% of all teachers being fully trained and certified. Most notable has
been the phenomenal expansion in the numbers of the non-formal education centers in that
period from 54 to 365, and the commensurate increase in enrolment from 2,176 to 15,866
current learners.

While the Royal Government’s efforts in the past have largely been directed at attaining
universal primary education and ensuring basic education for all, more recent efforts have
focused on expanding the quality and capacity of secondary and tertiary levels of education
and strengthening technical education and vocational training. Between 1998 and 2003 the
secondary level education in Bhutan, comprising lower, middle and higher secondary levels,
have all experienced high enrolment growth rates of 8%, 14% and 37% respectively. This has
necessitated the doubling of schools catering to secondary education. Over the next three years,
29 more junior high and high schools are to be established to further expand capacity at the
secondary education level.

Source : Ministry of Education, General Statistics 2003, 1998
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Enrolment levels at the tertiary level have also been increasing and averaged 20% annual
growth over the last few years. This does not include the growing numbers of Bhutanese students
who are pursuing college education outside of the country at their own expense. While tertiary
level education reflects a lower ratio of female enrolment as compared to males (30:70), this
has improved from 1998 where females comprised only 22% of the tertiary level enrollment.
The trend further points to a consistently higher female enrolment growth pattern for tertiary
education that will greatly reduce the existing gender disparity at this level. The establishment
of the Royal University of Bhutan in 2003, comprising eight member educational institutions,
also represents a major milestone in furthering the development of tertiary education in the
country.

A c h i e v emen t s  i n  Hea l t hA c h i e v emen t s  i n  Hea l t hA c h i e v emen t s  i n  Hea l t hA c h i e v emen t s  i n  Hea l t hA c h i e v emen t s  i n  Hea l t h
The sustained investments into expanding basic health coverage and the extensive health
programs implemented for the prevention and control of communicable diseases have vastly
improved the health conditions of the people in the country. This is reflected in the dramatic
transformation of the mortality and morbidity patterns and significant improvements in the life
expectancy. This is a notable feat considering the country has always provided free medical
services and taking in to account the enormous logistical difficulties of making health services
accessible to a widely dispersed population.

Primary health care coverage has expanded from 65% in 1990 to over 90% in 2002. As
detailed in Chapter 3, the life expectancy in Bhutan climbed from 45.6 years in 1984 to 66.1
years in 1994. Since the annual health survey in 1994, no estimations of life expectancy have
been made though it is assumed to have gone up further due to declining mortality figures. The
infant, under-five and maternal mortality rates have been declining rapidly and were estimated
at 60.5, 84 and 2.6 per 1000 live births in 2000, down from 142, 123 and 7.7 per 1000 live
births in 1984, respectively. On the basis of current levels of progress, the country is on course
to achieve the MDG targets to reduce the IMR, U-5MR and MMR by two thirds by the year 2015
from their base figures in 2000.

A major factor that has helped reduce child mortality levels in the country is the highly successful
Expanded Program of Immunisation (EPI) through which an immunisation coverage rate of 90%
for all antigens is being sustained. No polio cases have been reported in the country for over a
decade and for all practical purposes, Bhutan has attained a “polio free” status. The country is
additionally on the verge of eliminating maternal and neo-natal tetanus.

The overall nutritional status of children too has vastly improved . The survey findings from the
National Anthropometric Study in 1999 reflect that 17% of under-five children are underweight,
40% are stunted and that 2.6% suffer from wasting. This compares favourably to the 1989
National Nutritional Survey that reflected much higher percentages of underweight, stunting
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and wasting. According to the NNS 1989, 38% of all under-five children were underweight,
56% were stunted and 4.1% suffered from wasting. In 2003, Bhutan attained the status of
“Normal Iodine Nutrition Country” becoming the first South Asian country to do so. Reflecting
this, there was a noticeable decline in the goiter prevalence rate from 64.5% in 1983 to under
5% at present. The micronutrient deficiency of Vitamin A is no longer regarded as a major public
health problem though iron deficiency resulting in anemia remains a key public health concern,
particularly in pregnant women.

The various other achievements in health include raising the safe rural sanitation coverage
from 60% in 1990 to 88% and increasing access to safe drinking water from 45% in 1990 to
78% today. In the context of the latter, the MDG target of halving the percentage of people
without access to safe dr inking water has al ready been achieved. The spread of major
communicable diseases such as leprosy, malaria and tuberculosis have been contained and
reversed, even as the latter two remain important public health concerns.

E n s u r i n g  En v i r o nmen t a l  Su s t a i n ab i l i t yEn su r i n g  En v i r o nmen t a l  Su s t a i n ab i l i t yEn su r i n g  En v i r o nmen t a l  Su s t a i n ab i l i t yEn su r i n g  En v i r o nmen t a l  Su s t a i n ab i l i t yEn su r i n g  En v i r o nmen t a l  Su s t a i n ab i l i t y

Even as the state of Bhutan’s natural environment remains a tremendous source of national
pride, sustained efforts to conserve the country’s rich natural endowment continue to be made,
with the farsighted approach that there can be no room for complacency in view of the extremely
delicate mountain eco-system. The high standards of Bhutan’s environmental conservation
practices continue to be maintained and strengthened further, even as the mounting strains of
u rban isat ion,  indust r ia l i sa t ion,  in f ras t ruc tu re  deve lopment  and popu la t ion g rowth a re
increasingly felt.

With 72.5% of the country’s total area under forest cover, Bhutan has the largest forest cover in
proportion to its land mass in Asia. The country further maintains more than a quarter of its total
territory as protected areas with an additional 9% designated as biological corridors to connect
the protected areas. Additionally, in 1995,
the National Assembly mandated that the
country should maintain at least 60% of its
land area under forest cover for perpetuity.
The latter commitment reflects the strong
conservation ethic and motivation prevalent
across the nation. The national efforts at
conserv ing va luab le  fo res t  resources  a re
deeply strengthened by meaningful pol icy
actions such as the prohibition of the export
of timber and semi-finished wood products
and the wide range of proactive social forestry
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and afforestation programs, to consistently maintain the high levels of forest cover and the
country’s rich biodiversity.

Bhutan has signed 10 multilateral environmental agreements, including the Convention on
Biological Diversity and the UN Framework Convention for Climate Change. In addition, the
country has entered into a mult i lateral partnership with a few other countries under the
Sustainable Development Agreement to promote sustainable development projects and activities
through a unique arrangement. Numerous domestic environmental legislation and policies
have been enacted and implemented, including the Environmental Assessment Act, the National
Environment Strategy and the National Biodiversity Action Plan. The National Environmental
Protection Act is under preparation and is to be enacted within the current plan period and will
serve as a much needed umbrel la law to faci l i tate a hol ist ic approach to environmental
conservation and management.

In addition to establishing the relevant policy and regulatory framework for environmental
management, a wide range of environmental conservation activities have been implemented
in the country. These include numerous activities undertaken to protect and manage the country’s
watershed areas, improve solid waste management, limit any perceptible deterioration in the
water and a i r  qual i ty and promote and inst i l l  greater  awareness and understanding of
environmental issues among the public. A critical aspect of the national environment strategy
relates to the strict enforcement of environmental impact assessment (EIA) criteria for all
development and industrial projects to minimise their impact on the environment. EIA guidelines
for development and industrial projects have been prepared and are actively implemented.
Efforts are also underway to promote cleaner and environmental friendly technology to attain
the goal of zero discharge from industries. Ensuring environmental sustainability, however,
remains severely constrained by the shortage of trained environmental personnel and the limited
facilities, data, capacity and capabilities for monitoring and assessing environmental impact.
The generally low levels of environmental awareness among the general public, in the private
industries and public corporations and agencies are other areas that have been viewed as
deserving urgent attention.

P r omo t i ng  Good  Gove r nan ceP r omo t i ng  Good  Gove r nan ceP r omo t i ng  Good  Gove r nan ceP r omo t i ng  Good  Gove r nan ceP r omo t i ng  Good  Gove r nan ce

Over the last decade, under the dynamic leadership and guidance of His Majesty the King,
Bhutan has further deepened the process of democratisation and implemented far reaching
political and administrative reforms to take the country forward into a new era of governance.

In 1998, His Majesty voluntarily devolved all executive powers to an elected Council of Ministers.
This was followed by a major restructuring exercise in 1999 to enhance the efficiency, improve
transparency and ensure accountability of the government. The establishment of the National
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Civil Service Commission and the National Judicial Commission, the appointment of internal
auditors in all Ministries of the Royal Government, and the creation of the Office of Legal Affairs
were some of the measures introduced to strengthen efficiency, accountability and transparency
in government and the rule of law. These initiatives have been appropriately supported by
relevant legislation and judicial reforms, which include the Cooperatives Act 2001, the Civil
and Criminal Procedure Code 2001, the Jabmi (legal representation) Act 2003 and the Bhutan
Penal Code 2004. In all, more than 20 Acts have been introduced over the last five years that
will considerably strengthen the rule of law in the country.

The drafting of the country’s Constitution on the personal initiative of His Majesty, which began
in November 2001, will greatly further the democratisation process in the country. In addition
to clearly delineating and defining the legal role and functions of the Monarchy and the three
branches of government, the Constitution will formally enshrine the right of every Bhutanese to
participate in the democratic governance of the country. The draft Constitution, prepared by a
widely representative drafting committee, was presented to the Bhutanese public in March,
2005 and is to be comprehensively discussed with people in all of the country’s 20 districts
before it is finally adopted.

Following the devolution of powers to the elected Council of Ministers, the traditional consensus
system of selecting local leaders was changed in 2002 to a more formal process of local
elections based on universal adult franchise. For the efficient and smooth conduct of nationwide
elections in the country in the near future, efforts are currently underway to constitute an
election commission prior to the adoption of the Constitution.

The act ive promot ion of  popular  par t i c ipat ion in dec is ion making in the p lanning and
implementation of the country’s development activities through decentralisation have long
constituted a distinctive aspect of Bhutan’s approach to development. These sustained efforts
continue to receive a high priority and enjoy an important policy focus of the 9th Plan [2002-
2007]. The main local institutions at the district and sub-district levels, the Dzongkhag Yargye
Tsogdue (DYTs) and the Geog Yargye Tshogchungs (GYTs), have been vested with considerable
powers and authorities to enable them to effectively discharge their responsibilities in providing
local governance. The GYTs and DYTs now decide on numerous critical local issues as ordained
in their relevant GYT and DYT Acts that were revised to reflect these new institutional powers to
govern in 2002. These include the power to formulate and implement local development
plans; the responsibility for overseeing local service facilities; and the authority to collect and
uti l ize rural taxes, adopt and implement relevant local regulations, appoint local tender
committees and award local contract works.

These profound changes in the roles and responsibilities of the local government bodies are
appropriately reflected in the fundamental change in the power structure at the local level. The
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chairmanship of the DYT is now held by an elected individual from the DYT and is not, as in the
past, held by the Dzongda or district administrator who was a civil servant. The Dzongda now
participates in the DYT as an observer and implements the decisions of this elected body.

The decentralisation process has also been complimented with numerous capacity building
measures to strengthen the DYTs and the GYTs. Under a Decentralisation Support Program,
necessary local office infrastructure have been built, equipment provided and various study
tours and in-country trainings conducted. There are also efforts being undertaken to continually
improve communication, interaction and coordination between the center, district and sub-
district administrations.  The mechanisms for ensuring accountability are being developed and
include the strengthening of audit procedures and establishing monitoring and evaluation
systems. A Department of Local Governance has also been established to help support and
strengthen the overall process of decentralisation, facil itate and manage good governance
programmes and strengthen the inst i tut ional and human resource development of local
governments.



33

Chapter 3

The state of
human development
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     useful starting point for an assessment of the state of human development progress in a
country lies in the consideration of three essential entitlements: to be able to live a long and
healthy life, to acquire knowledge, and to posses resources necessary for a decent life [HDR,
1990]. Life expectancy, adult l iteracy and income are thus viewed as critical aspects that
fundamentally shape the scope and quality of human choices and capabilit ies. Progress in
furthering the state of human development in Bhutan is now examined through the national
achievements in these three areas.

L i f e  E xpe c t an c yL i f e  E xpe c t an c yL i f e  E xpe c t an c yL i f e  E xpe c t an c yL i f e  E xpe c t an c y

A primary goal for human development is for the people to live longer, more productive and
more fulfilling lives. The ability and opportunity to lead full, healthy lives  contributes critically
to the achievement and advancement of the other human development goals.

The goal of Health for All, enshrined in the Alma-Ata Declaration, is implicit in the national
plans of all South Asian countries, including Bhutan. The Millennium Declaration also has
placed considerable emphasis on the time-bound improvement of a range of health indicators
and vital statistics.

AAAAA

     Box 3.1

M i l l e nn i um Deve l opmen t Goa l s (MDGs)M i l l e nn i um Deve l opmen t Goa l s (MDGs)M i l l e nn i um Deve l opmen t Goa l s (MDGs)M i l l e nn i um Deve l opmen t Goa l s (MDGs)M i l l e nn i um Deve l opmen t Goa l s (MDGs)
In addition to national indicators used to measure human development progress, Bhutan has also
embraced international benchmarks for improving the quality of life for its people. The adoption of
the Millennium Declaration, at the United Nations Millennium Summit in September 2000, sets
several numerical and time-bound goals in key development areas. The Millennium Development
Goals (MDGs) are about halving extreme poverty and hunger by 2015; promoting gender equality;
achieving universal primary education for both girls and boys; reducing under-5 mortality and maternal
mortality by two-thirds and three- quarters respectively; halting the spread of HIV/AIDS, major
communicable diseases and malaria; ensuring environmental sustainability; and developing a global
partnership for development.

The first MDG Report for Bhutan reveals that the country has made significant gains toward achieving
the Goals and is potentially on track for most targets. The Report particularly reflects highly
commendable progress with regard to environmental sustainability, health and education targets,
two of which have already been achieved. The Report further reflects a high level of political
commitment and strong policy environment for achieving the MDGs, but strongly emphasises the
need for sustained internal efforts backed by adequate support from external development partners.

The  S ta te  o f  Human Deve lopmentThe  S ta te  o f  Human Deve lopmentThe  S ta te  o f  Human Deve lopmentThe  S ta te  o f  Human Deve lopmentThe  S ta te  o f  Human Deve lopment
Chapter 3Chapter 3Chapter 3Chapter 3Chapter 3



35

Life expectancy helps gauge the general health status and quality of life of a population, since
it indirectly reflects certain aspects of people’s well-being, including their income and nutrition
levels, the quality of their living environment, and their access to health care and safe drinking
water and sanitation. Life expectancy at birth is defined as the number of years a newly born
child would expect to live should prevailing mortality patterns stay the same throughout its life.
It does not indicate the number of years an individual may be expected to live, but rather, how
long a child born in a particular year could live up to, taking into consideration health conditions
prevailing at the time.

Numerous factors influence life expectancy at birth. Major global gains in life expectancy are
broadly attributed to improvements in medical technology and treatment; enhanced access to
primary health care, safe sanitation and drinking water; and better and balanced nutrition.
These health improvements have greatly helped reduce the incidence of child mortality, which
has a very strong bearing on life expectancy at birth, since infants and children are often the
most vulnerable to death through malnutr i t ion and communicable d iseases. Signi f icant
improvements in life expectancy around the world, including in Bhutan, have invariably been
linked to sharp reductions in child mortality.

Life expectancy in Bhutan is currently estimated at 66.1 years, with life expectancy for men at
66.0 and life expectancy for women at 66.2 years.  This is based on the National Health Survey
undertaken in 1994. Although no survey data on life expectancy have been collected since
then, national health authorities surmise that life expectancy could have increased by several
years. This increase is predicated on the fact that the country has continued to experience
declines in adult and child mortality rates. Primary health care coverage has also expanded
and now covers well over 90% of the country’s population.

Because female life expectancy generally outpaces that for males by several years, Bhutan’s
parity in this regard could indicate unequal health status and access to health services for
women and girls. No data are available, however. At the same time, it is estimated that life
expectancies in rural regions are lower than in urban areas, based on the comparison of available
regional health data.

As recently as 1960, life expectancy in Bhutan was estimated at 37 years. This was not surprising
in view of the complete absence of modern health services in the country at the time and
extremely high child mortality patterns. Moreover, the national per-capita income, which has a
significant correlation with life expectancy, was widely regarded as among the lowest in the
world, at around US$ 51. The improvements in life expectancy and the overall health status of
the population after the inception of modern health services in 1961 and the start-up of
development activities have been remarkable.
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As shown in Table 3.1, the National Health Surveys of 1984 and 1994 reported an improved
life expectancy from 47.4 years to 66.1 years. This phenomenal improvement, adding 18.7
years to life expectancy in just over a decade, was the result of massive investments in expanding
primary health care coverage. This included the highly successful immunisation programme,
which drastically cut down infant and under-5 mortality rates. After the infant mortality rate was
halved in that period, from 142 to 70.5 deaths per 1,000 live births, it further declined 14 %
by the year 2000, to 60.5 per 1,000 live births. Under-5 mortality rates similarly declined by
about 40% during the decade and were reported at 84 deaths per 1,000 live births in 2000.

Bhutan’s life expectancy of 66.1 years is higher than the regional average of 63 years and the
Least Developed Country average of 50.6 years. Furthermore, it is nearly two years above the
average for developing countries overall.

Bhutan’s projected target is to attain life expectancy of 76.5 years by 2020, which is the 1995-
2000 average for all   developed countries. Attaining this will require adding an average of six
months of life expectancy every year from 2000 to 2020. While ambitious, the target is not
unrealistic in view of the continued huge investments being channeled into the health sector
and the overall positive public health environment.

L i f e s t y l e  D i s e a s e sL i f e s t y l e  D i s e a s e sL i f e s t y l e  D i s e a s e sL i f e s t y l e  D i s e a s e sL i f e s t y l e  D i s e a s e s
Life expectancy gains will prove progressively harder to come by as they cross a certain threshold
and become less sensitive to mortality aspects. Thereafter, societal lifestyle and behaviours
increasingly assume a more significant role in determining human longevity. Thus, while reducing
child mortality through the control of communicable diseases is stil l regarded as the most
effective way of enhancing life expectancies in developing countries like Bhutan, the issues of
lifestyle and behavioural impact are fast emerging as equally relevant. Indeed, conventional
growth models indicate that as a country develops, its disease profile undergoes a change from

Table 3.1      Life Expectancy and Related Health Indicators   Life Expectancy and Related Health Indicators   Life Expectancy and Related Health Indicators   Life Expectancy and Related Health Indicators   Life Expectancy and Related Health Indicators

1984 1990 1994 2000

Life Expectancy (years) 47.4 - 66.1 66.1

Infant Mortality (per 1000 live births) 142 90* 70.7 60.5

Under-5 Mortality (per 1000 live births) 162.4 123* 96.9 84

Crude Death Rate (per 1000 population) 13.4 - 9.0 8.64

Source: Ministry of Health, National Health Surveys
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one that ref lects ‘d iseases of pover ty,’  such as
diarrhoea, smallpox, polio, malaria and cholera, to
‘diseases of affluence,’ or lifestyle diseases, such as
cardiovascular illnesses. This transformation of the
d i s ea se  p r o f i l e  i s  known  a s  ‘ ep i dem io l og i c a l
transition.’ Developing countries such as Bhutan,
howeve r,  p r e s en t  a  p i c t u r e  o f  i n c omp l e t e
epidemiological transition, where lifestyle diseases
coexist with diseases of poverty. This poses a special
challenge for public health systems to cope with both
disease typologies.

The growth of lifestyle diseases is already a major
cause of concern in Bhutan. With the decline in death
rates, the country has started to experience certain signs of the epidemiological transition
noted above. Most of the leading causes of death in the past were infectious diseases such as
diarrhoea, respiratory infections, tuberculosis and malaria. Even as these remain important
causes of mortality and morbidity, lifestyle-related diseases – cancer, cirrhosis and heart and
hypertensive diseases – have emerged as prominent health problems since the early 1990s. In
2002 the leading causes of reported deaths in the country were cardiovascular disorders (14.5
percent) and cirrhosis of the liver (9.3 percent). Lifestyle diseases not only reduce life expectancy
but can have serious resource implications, since these non-infectious diseases are notoriously
expensive to treat.

  Box 3.2

Move for Health CampaignMove for Health CampaignMove for Health CampaignMove for Health CampaignMove for Health Campaign
The Move for Health initiative in Bhutan was launched in the autumn of 2002, coinciding with World
Health Day celebrations.  Besides promoting physical activity, exercise and healthy lifestyles within the
country, the Move for Health Walk, undertaken by the Health and Education Minister, Lyonpo Sangay
Ngedup, focused national and international support on healthy living and the Health Trust Fund. The
campaign successfully raised US$ 1.7 million, a large part of which came from local contributions.

The Move for Health Walk, covering 550 kilometres from the far east of the country to the west, was an
important milestone. The campaign fired the imagination of all Bhutanese. Over the 16-day trek, the
Minister and his team reached out to rural communities and spread vital health messages. The effort was
also in many ways a testimonial to all local health workers, who provide much-needed basic health
services under often harsh conditions.

Source :Global HDR, 2004
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In many countries, the HIV/AIDS epidemic has, in a very short span of time, devastatingly
erased the positive gains in life expectancies achieved over several decades. Not only have life
expectancies decreased in these countries but this lifestyle disease has also deeply affected
their social and economic development. While Bhutan still has a relatively low prevalence of
HIV/AIDS, there is nevertheless a growing concern about the rising trend of HIV infection, as
more and more cases are detected each year.

The HIV/AIDS epidemic in the country appears to be in an early phase and is referred to as a
“nascent low-grade HIV epidemic.” Even as the numbers in themselves are small with a total

 Box 3.3

Bhutan’s TBhutan’s TBhutan’s TBhutan’s TBhutan’s Tobacco -Free In i t ia t ivesobacco -Free In i t ia t ivesobacco -Free In i t ia t ivesobacco -Free In i t ia t ivesobacco -Free In i t ia t ives
Realising the grave dangers and damaging effects of tobacco use on health, longevity and quality of life,
Bhutan has actively promoted anti-tobacco campaigns at both the national and international levels. The country
has won numerous commendations and awards for its efforts and was among the first to sign the global
Framework Convention on Tobacco Control. On 17 December 2004, Bhutan became the world’s first nation
to introduce a complete ban on tobacco sales, following a resolution taken by the National Assembly. Smoking
also is now  restricted to private areas.

Tobacco use has steadily increased in recent years, particularly among the younger generation, who constitute
a large part of the country’s population. In addition, the rapid rise of lung cancer and other tobacco-caused
illnesses have emerged as major causes of concern. This constitutes a serious health challenge, not only from
a medical perspective, but from the real possibility that these preventable lifestyle diseases could create a
major economic burden on  limited health resources.

With the promotion of healthy lifestyles as a strategic health policy direction in the early 1990s, tobacco control
was identified as a priority focus area and was extended the highest level of political commitment. A tobacco
control programme was launched in 1998 that introduced several new initiatives and integrated past tobacco
control measures in a more focussed, sustained manner. Multi-sectoral task forces at the district level also were
set up to implement programme activities and mobilise grassroots support.

A key element in implementing anti-tobacco initiatives was to actively involve the Buddhist clergy, considering
their strong moral influence and given that religious and cultural traditions in Bhutan have always strongly
opposed tobacco use. This fusion of religious beliefs and basic health care education worked particularly well
and is widely acknowledged by national health authorities to have contributed to significant declines in smoking
in the country.

The success of tobacco-free initiatives in Bhutan also may be attributed to the fact that regional prohibitions on
tobacco sales, which preceded the nationwide ban, were initiated and enacted by local communities themselves.
Without full support at the grassroots level and the use of religion as an effective medium of education, it is
unlikely that the tobacco-free initiatives would have been as successful as they have proven to be thus far.



39

number of 72 detected cases as of February 2005, the situation represents a rapidly rising
trend of HIV infection. Additionally, the country also faces several risk factors.

The Royal Government has consequently initiated several programmes to promote healthy
lifestyles as a strategic health policy direction. Among some of the most innovative were the
Move for Health initiative and the anti-tobacco and tobacco control campaigns [See Boxes 3.2
and 3.3], which have brought the issue of healthy living to the national forefront.  At the same
time, however, the Royal Government wil l need to focus proactively on public recreation
management through further support for physical education, sports and tourism to promote
development of healthy lifestyles.

HA LE :  Hea l t h - A d j u s t e d  L i f e  E xpe c t an c yHALE :  Hea l t h - A d j u s t e d  L i f e  E xpe c t an c yHALE :  Hea l t h - A d j u s t e d  L i f e  E xpe c t an c yHALE :  Hea l t h - A d j u s t e d  L i f e  E xpe c t an c yHALE :  Hea l t h - A d j u s t e d  L i f e  E xpe c t an c y

HALE, or Health-Adjusted Life Expectancy1 is a summary measure based on life expectancy at
birth with an adjustment for time spent in ill health. This composite measure is broadly understood
as the equivalent number of years in full health that a newborn can expect to live, based on
current rates of ill health and mortality. The gap between total life expectancy and healthy life

1 Alternatively referred to as Healthy Life Expectancy

Source: The World Health Report 2004

Table 3.2

   Life Expectancy      HALE        Expectation of   Life Expectancy      HALE        Expectation of   Life Expectancy      HALE        Expectation of   Life Expectancy      HALE        Expectation of   Life Expectancy      HALE        Expectation of

lost healthy yearslost healthy yearslost healthy yearslost healthy yearslost healthy years

Bang l ade shBang l ade shBang l ade shBang l ade shBang l ade sh 62.6 54.3 8.3

M62.6    F62.6  M55.3 F53.3 M7.3 F9.3

Bhu t a nBhu t a nBhu t a nBhu t a nBhu t a n 61.3* 52.9 8.2

M60.2*  F62.4* M52.9 F52.9 M7.3 F9.5

I n d i aI n d i aI n d i aI n d i aI n d i a 61.0 53.5 7.5

M60.1 F62 M53.3 F53.6 M6.8 F8.4

Ma ld i ve sMa ld i ve sMa ld i ve sMa ld i ve sMa ld i ve s 66.1 57.8 8.3

M66.5 F65.6 M59.0 F56.6 M7.5 F9.0

Nepa lNepa lNepa lNepa lNepa l 60.1 51.8 8.3

M59.9 F60.2 M52.5 F51.1 M7.4 F9.1

Pak i s t anPak i s t anPak i s t anPak i s t anPak i s t an 61.4 53.3 8.1

M61.1 F61.6 M54.2 F52.3 M6.9 F9.3

Sri LankaSri LankaSri LankaSri LankaSri Lanka 70.3 61.6 8.7

M67.2 F74.3 M59.2 F64.0 M8.0 F10.3

Health-adjusted Life Expectancy for South AsiaHealth-adjusted Life Expectancy for South AsiaHealth-adjusted Life Expectancy for South AsiaHealth-adjusted Life Expectancy for South AsiaHealth-adjusted Life Expectancy for South Asia
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expectancy represents the lost years of good health due to diseases and injuries. As such, the
measure goes beyond simply assessing survival rates and takes into consideration the burden
of ill health, thereby incorporating a highly relevant qualitative aspect to longevity.

The World Health Organization (WHO) has published estimates of health-adjusted or healthy
life expectancy for member countries in its annual world health reports. In the WHO World
Report 2004, Bhutan’s health-adjusted life expectancy is assessed at 52.9 years, with 8.2
years lost in ill health.2  Bhutan’s HALE figures are broadly in line with the South Asian average,
as noted in Table 3.2.

The national health system currently does not use the HALE indicator for gauging the health
status of the population. However, as an integrated indicator, this could be highly relevant in
developing health strategies to further promote health in Bhutan. The measure has been found
useful in many countries to assess the impact of health promotion and prevention policies as
well as overall performance levels of the health system. Furthermore, this could be considered
a relevant health-based indicator for measuring GNH, as it would provide a more complete
picture of the full health experience and health status of Bhutanese.

E du ca t i o n  and  L i t e r a c yEdu ca t i o n  and  L i t e r a c yEdu ca t i o n  and  L i t e r a c yEdu ca t i o n  and  L i t e r a c yEdu ca t i o n  and  L i t e r a c y

Knowledge constitutes a critical and fundamental dimension of human development and  has
a vital bearing on achievement of other human development goals. Particularly in today’s
in format ion soc iety and era of  g loba l i sat ion,  educat ion i s  essent ia l  to  expanding l i fe
opportunities and for enlarging people’s choices to live dignified lives. In this sense, education
is truly regarded as the royal road toward the empowerment of people.

Numerous empirical studies clearly show the vital role that education plays in accelerating
economic growth and raising productivity. Furthermore, education contributes to generating
sustainable livelihoods and employment opportunities. Various studies reflect that a 20 to 30 %
increase in literacy levels can produce as much as 8 to 16% gain in GDP. One of the most
important factors in explaining the East Asian ‘economic miracle’ was the rapid spread of basic
education. In South Asia as well, a significant portion of GDP growth in several countries is
l inked to improved educational attainments. More importantly, because low educational
attainment is one of the root causes of human and income poverty, promoting education/
opportunities for all constitutes an obvious long-term solution. [See Box 3.4 ]

In addition to providing a sound basis for sustained, equitable economic growth, education
imparts numerous social benefits. Proper education can lead to significant improvements in

2 WHO uses a Bhutanese life expectancy figure of 61.3, compared to the national figure of 66.1
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health and nutrition status. For instance, a strong correlation exists between parents’ education
and child mortality rates, with the latter dropping sharply as education levels increase. This is
particularly true in the context of a mother’s education, wherein one year of a mother’s education
translates into a 9% decrease in under-5 mortality. Similarly, female literacy is strongly associated
with dramatic declines in ferti l ity rates and overall reductions in population growth rates.
Education and literacy also crucially influence grassroots involvement in national and local
decision-making and development activities.

Aware of these long-term, widespread socio-economic benefits, the Royal Government has placed
a very high priority on education from the inception of planned development. Public expenditures
on education have always constituted more than 10% of the national budget and in the current
9th Plan  rose to 14.5% of the total budget. Significant and sustained investments in education
have yielded high returns that are reflected in improved school enrolments, most notably at the
primary level.

    Box 3.4

The Link Between Education and PovertyThe Link Between Education and PovertyThe Link Between Education and PovertyThe Link Between Education and PovertyThe Link Between Education and Poverty
As in many other countries, poor educational attainments are closely linked to the incidence of poverty in Bhutan. The
Royal Government’s Poverty Analysis Report 2004 provides several key findings on the strong correlation between
education and poverty in Bhutan, some of which are highlighted here:

4 Considerable gap in rural-urban enrolment rates  [incidence of poverty deeper and more acute in rural than in
urban areas]

-80% gross primary enrolment rates in rural areas, compared to more than 100% in urban areas
-65% net primary enrolment rates in rural areas, as compared to 89% in urban areas

4 Lower rates of participation in school by children from poor households, compared to those from non-poor households
-Only 60% of poor children attend primary school, compared to 80% of non-poor children
-Less than 40% of poor children attend secondary school, compared to 77% of non-poor children
-School participation rate for the richest quintile is 30 percentage points higher than for the poorest quintile

4 Affordability issues constitute the major reason for children not attending school in both rural and urban areas
4 Lower educational attainments for poor, compared to the non-poor
4 Significant declines in poverty incidence with increase in education levels
4 Higher educational attainments of household heads translates into less chances of household being poor
4 A mid-secondary-level education is adequate to raise welfare levels above the national poverty line

Although Bhutan is fast approaching its education goals, these findings reveal that significant income-related inequalities
exist in the access to education. This must be addressed promptly if equal educational opportunities are to be ensured
for all and poverty eradicated quickly.
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Schoo l  E n r o lmen t  a t  P r ima rS choo l  E n r o lmen t  a t  P r ima rS choo l  E n r o lmen t  a t  P r ima rS choo l  E n r o lmen t  a t  P r ima rS choo l  E n r o lmen t  a t  P r ima r yyyyy,  S e c onda r,  S e c onda r,  S e c onda r,  S e c onda r,  S e c onda r y  a nd  Ty  a nd  Ty  a nd  Ty  a nd  Ty  a nd  Te re re re re r t i a rt i a rt i a rt i a rt i a r y  L e v e l sy  L e v e l sy  L e v e l sy  L e v e l sy  L e v e l s
The Gross Primary Enrolment Rate (GPER) in schools
has grown steadily, from 65% in 1990 to 81% in 2003.
In 2004, the GPER was assessed at 84.2 %. Annual growth
in primary enrolments averaged between 6 to 7% over
the last decade, although this has been erratic.

At the secondary level, gross enrolment ratios in 2003
were 45.4% overall, with 49.4% for boys and 41.7 %
for girls. At the tertiary level, gross enrolment was
estimated at 8.3% overall, with 10.8% for males and
6.4% for females; however, enrolment growth for
females at this level has been nearly twice as fast as
for males between 1991 and 2002.

The combined gross enrolment ratio is one of the two indices used for measuring educational
attainment under the HDI. This ratio in Bhutan for all education levels in 2003 was assessed at
62.9%, up from 44% as recently as 1998.  The major gains were essentially made at the
primary levels, reflecting the Royal Government attaching the highest priority to expanding
basic primary education.

A du l t  L i t e r a c yAdu l t  L i t e r a c yAdu l t  L i t e r a c yAdu l t  L i t e r a c yAdu l t  L i t e r a c y
Literacy is a basic condition for education and constitutes the first step toward learning and
building an individual’s education. Adult literacy levels provide a useful indication of access to
education and thus constitute an important measure of educational attainment under the human
development framework.

The national adult literacy level is currently assessed
at 54%. By both regional and international standards,
and even allowing for significant national variations
in assessing literacy levels, an adult literacy rate of
54% for Bhutan is low. South Asian countries as a
group have the lowest reported adult literacy levels
in the world, but Bhutan’s adult literacy level is below
the regional average of 57.6% and only marginally
above the LDC average of 52.5% [See Chart 3.3].

Source :Global HDR, 2004

Source :Global HDR, 2004
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 Box 3.5

Literacy Through Non-formal EducationLiteracy Through Non-formal EducationLiteracy Through Non-formal EducationLiteracy Through Non-formal EducationLiteracy Through Non-formal Education
The National Women’s Association of Bhutan and the Department of Education initiated the Non-
Formal Education Programme in the country with the establishment of six pilot centres in 1992, serving
around 300 women learners. The objective was to empower illiterate youths and adults who had either
dropped out of, or never attended, formal schools, and to help improve the quality of their lives by
providing relevant life skills through literacy. The NFE programme was then subsequently expanded in
the 8th Plan as a means to remedy low adult literacy levels.

In little over a decade, the programme has grown exponentially, due to both increasing popular
demand for non-formal education and the high policy priority that adult literacy has received. The
programme now encompasses 365 centres and 15,866 NFE learners. Enrollment continues to grow
more rapidly each year, with 68% of the fresh intake being women and girls. The programme has
further expanded from basic literacy classes to include both post-literacy and self-learning courses.

NFE classes are mostly held in the evenings. Within the core curriculum, participants are taught about
health and nutrition, hygiene, birth control, the importance of education, and other important health
and social themes, with a practical view to directly improve the conditions of students’ everyday lives.
IT resources for NFE students are soon to be introduced in several centres. This is expected to add yet
another dimension to adult education and to help improve learning.

A measure of the success of the NFE programme is reflected in the fact that among many NFE graduates
are several women who have gone on to become parliamentarians at the National Assembly. As
representatives of their communities, they are regarded as role models and have motivated many
others to become literate.  The programme has been highly regarded by local communities and its
benefits widely acclaimed by participants themselves. In the words of Karma, an NFE learner in Monggar:

“I did not know anything before. Now I can read and write. I am not confused while travelling, can read
vehicle numbers and signboards, do some basic calculations, and am independent. We are thankful to
our teacher and to the Royal Government for this chance.”

Marked differences also exist across gender, districts, and rural/urban areas. The gender and
rural-urban differences are most striking: literacy levels in urban areas are 80%, compared to
rural areas, where it is only 33%. Female literacy levels are similarly much lower than for
males, though this figure has improved. The low level of female literacy assumes particular
importance since it is widely regarded as perhaps the most significant factor in development.

The Bhutan 2020 Vision document projects eradicating adult il l iteracy by 2017. Given the
current low levels of adult literacy, however, attaining the goal of literacy for all in the next 12
years will require a massive, sustained effort on the part of both the Royal Government and
local communities.
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While providing universal primary education is considered the fundamental basis for imparting
literacy, the growing numbers of out-of-school illiterate youth and adults in the country have
created a great demand for alternative forms of learning. Non-formal education in Bhutan was
initiated in 1992 with very modest beginnings as a pilot activity [See Box 3.5], but has since
grown exponentially and constitutes a critical programme area for the Ministry of Education. In
addition, the eradication of i l l i teracy through the NFE programme constitutes a strategic
education policy direction.

Tackling adult illiteracy in Bhutan will not only require a significant expansion of and qualitative
improvements to the existing NFE programme, but will also require numerous basic literacy
campaigns and drives, targeting ‘hidden il l iterates’ and regular monitoring through timely
surveys and studies. These will need to be complemented by improving the quality and efficiency
of primary-level education, reducing school dropouts and supporting out-of-school and lifelong
education. Considerable efforts and initiatives have already been undertaken in this regard
but require greater social mobilisation to translate into the significant gains needed.

I n c o m eI n c o m eI n c o m eI n c o m eI n c o m e

While income growth in itself does not capture the full complexity of human life, nor is it
regarded as the sum of all human endeavour, it is still seen to be an important contributor that
directly increases human capabilities and choices. Income levels have a direct, significant
impact on the progress of the human development situation in a country, although in calculating
for it within the HDI it is appropriately given progressively diminishing weight. Income, moreover,
provides the material basis for improving the quality of human life and well-being, given that
the availability or non-availability of public and private expenditures influences health and
educational attainments. As such, income facilitates and indirectly determines the outcome of
other human development objectives. As in many other countries, the rapid growth in national
income has actually made it possible for Bhutan to channel these resources sustainably to
support the country’s vital social goals.

P e r - C a p i t a  I n c omePe r - C a p i t a  I n c omePe r - C a p i t a  I n c omePe r - C a p i t a  I n c omePe r - C a p i t a  I n c ome
Bhutan’s GDP per-capita income has been growing rapidly and consistently. In 2003, the GDP
per capita was measured at US$834 in absolute terms and US$2,060 in purchasing power
parity (PPP) terms. This may be compared to low GDP per-capita figures of US$51 in 1961 and
US$116 in 1980. Since 1990, GDP per capita has been growing at an average of 22%,
although this has only been around 3% in real terms. This growth can be attributed primarily to
increase in the country’s overall Gross Domestic Product, driven largely by mega-hydropower
investments and electricity export revenues.
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The growth in per-capita income is among the more
rapid in the South Asian region. Bhutan’s GDP per-
capi ta income is  a lso h igh in compar ison to the
regional average of US$516 and close to that of Sri
Lanka. In PPP terms, however, it is considerably lower,
reflecting a much lower purchasing power.

Hou s eho l d  I n c omeHou s eho l d  I n c omeHou s eho l d  I n c omeHou s eho l d  I n c omeHou s eho l d  I n c ome
As noted earlier, Bhutan has substantial elements of
GDP generated through electricity production, related
powe r - i n t en s i v e  i n du s t r i e s  and  hyd r opowe r
construction activities. Hydroelectricity sales alone
account for around 38% of the total national revenue.
Hyd r oe l e c t r i c i t y  GDP  and  r e l a t ed  agg r ega t e s
ultimately feed into higher levels of domestic income that is available for expenditure, but
these do not necessarily translate i nto larger household incomes.  Hence, the GDP per capita in
both real and PPP terms tends to mask the situation of real income levels, since it includes the
large corporate incomes that comprise a significant part of the national income. As such, this
does not accurately convey a living profile of socio-economic conditions nor reflect the distribution
of income in Bhutanese society. Thus, a treatment of household per-capita income is essential
to offer a more balanced picture of living standards and true income levels and their distribution.

The Bhutan Living Standards Survey 2003 reports average per-capita household expenditures3

at Nu. 20,737 per year. This is a little over US$1 a day. The per-capita expenditure may be
assessed against the national per-capita income figure of Nu. 40,598, or US$ 834, a figure
that is nearly twice as much. As such, real income per capita at the household level is much
lower than national income would suggest. This is particularly low in the context of rural
households, where the per-capita income is less than half of urban households. As mentioned
earlier, this large difference is explained by the large public corporate incomes that accrue to
the GDP.

The impact of a household’s income on human development depends not just on income
levels, however, but also on how households choose to spend it. Most Bhutanese households
spend more than one-third of their income, or 35.6%, on food. In rural Bhutan, food expenditures
account for 39.3% of total expenditures, while urban populations spend 28.4% of their income
on food. This large share of expenditure on food reflects a similar pattern in many poor countries,
though this is relatively less pronounced in Bhutan’s context.

3 The National Statistical Bureau  determines household income using the proxy measure of household expenditures.

Source :Global HDR, 2004
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4 The variations stem from differences in values for all three indicators. See Technical Appendix for
 further details.

The other significant expenditure for households in Bhutan relates to housing/rental expenses,
constituting 27% of total expenditures in both rural and urban areas. Expenditures on clothing
and footwear were assessed at close to 10%. Not surprisingly, expenditures on health and
education are nominal at 1.3% and 2.85%, given the availability of free education and health
services. Although incidental private expenditures on education may represent a low figure in
terms of percentages, in real terms this has been found to be highly significant, since the lack
of affordability of education constitutes the major reason why students do not attend schools or
drop out.

In general, the levels of national household income and expenditure patterns broadly reflect a
subsistence-style livelihood, particularly in rural areas where close to 80% of the population lives.

Bhu t an ’ s  Human  Deve l opmen t  I n dexBhu t an ’ s  Human  Deve l opmen t  I n dexBhu t an ’ s  Human  Deve l opmen t  I n dexBhu t an ’ s  Human  Deve l opmen t  I n dexBhu t an ’ s  Human  Deve l opmen t  I n dex

The Human Development Index is an internationally recognised calculation of several individual
development indicators measuring achievements in levels of human well-being. As noted at
the beginning of this chapter, the basic three indicators that comprise the HDI are longevity, as
measured by life expectancy at birth; educational attainment, as measured by adult literacy
and the combined primary, secondary and tertiary enrolment ratios; and command over resources
required for a decent living, as measured by purchasing-power-adjusted real GDP per capita.

Bhutan’s HDI value for 2003, at 0.583 [See Table 3.4], reflects a medium level of human
development. This is slightly higher than the value reflected in the Global Human Development
Report 2005, which calculates the HDI for Bhutan at 0.5364.

Table 3.4    Components of the Human Development Index for Bhutan 2003Components of the Human Development Index for Bhutan 2003Components of the Human Development Index for Bhutan 2003Components of the Human Development Index for Bhutan 2003Components of the Human Development Index for Bhutan 2003

Life expectency   Adult literacy   Combined gross    Educational attainment     GDP per capita     Human development
       index              index        enrolment index            index                    (US$ PPP) index            index
  0.685     0.540     0.630     0.560      0.503   0.583

Table 3.3        Human Development Indicators for Bhutan 2003Human Development Indicators for Bhutan 2003Human Development Indicators for Bhutan 2003Human Development Indicators for Bhutan 2003Human Development Indicators for Bhutan 2003

Life expectancy   Adult literacy   Combined gross  GDP per capita   GDP per capita
  at birth (yrs)    rate (%)     enrolment (%)     (US$)     (PPP US$)

66.1 54 63 834      2,060
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The basis for comparison in the HDI are by no means
ideal, but still provide a useful perspective on where
the country broadly stands in relation to other countries.
On this basis Bhutan ranks 129th among 177 countries
and  i s  p l a c ed  i n  t h e  g r oup  o f  med i um  human
deve lopment  count r ies .  I t  en joys  re la t ive ly  h igher
human deve lopment  leve ls  compared to  the Least
Developed Countries as a group, but scales at 85%of
developing countries and 62% of developed countries.
In South Asia, Maldives, Sri Lanka and India are better
placed than Bhutan in terms of HDI value and rankings,
while Bangladesh, Pakistan and Nepal are behind it
[See Chart 3.5].

Among the HDI components, Bhutan fares best on life expectancy. Its average of 66.1 years is
comparable with Indonesia, Kazakhstan, Russia, and Maldives, countries with much higher HDI
values. Bhutan also fares reasonably well in the per-capita income index. Bhutan’s per-capita
income of US$ 834 in real terms compares with income levels in Sri Lanka and Indonesia.
However, in PPP dollars, it is more at par with countries with much lower GDP per capita, thus
reflecting the high cost of living compared to its neighbours.

In the educational components, Bhutan does much better on enrolment than on adult literacy.
As detailed above, the combined enrolment ratio increased significantly from 44% in 1998 to
63% in 2003, mostly because of increased primary enrolment rates. However, Bhutan’s adult
literacy rate of 54% is low, even in comparison with many countries with significantly lower
human development levels.

TTTTTr end s  i n  HD Ir end s  i n  HD Ir end s  i n  HD Ir end s  i n  HD Ir end s  i n  HD I

The HDI values for Bhutan between 1984 and 2003
[Chart 3.6] reflect a rapid, sustained improvement in
human  deve l opmen t  t h r oughou t   t h i s  p e r i o d .
Nonetheless, gains in human development appear to
be gradually slowing, as earlier gains were essentially
derived from a smaller base.

A c loser look at the indices demonstrates that the
attainments for health and income are relatively more positive than for education. This is
largely due to the continuing low levels of adult literacy and enrolment rates at the tertiary
level, both of which constitute critical areas that need priority attention. The indications are

Source :Global HDR, 2005
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that future gains in HDI will all probably derive from sustained GDP per-capita growth. Should
Bhutan attain the development targets established in its various policy documents, most notably
the Bhutan 2020 Vision targets, the country could well reach the current HDI values of Sri Lanka
and Maldives, both over 0.740, by 2015-2020. This will, however, require a doubling of GDP
per capita in PPP terms, to around US$4,000; attaining a combined enrolment ratio of more
than 80% and adult literacy levels of 70%; and increasing life expectancy at birth to 76 years
or more. An annual increase in value of 1.5% to 2.5% of the current national HDI would be
adequate to cross the 0.700 level in the next 15 or 10 years respectively.

Bhu t an ’ s  Human  Pove r t y  I n dex  (HP I )Bhu t an ’ s  Human  Pove r t y  I n dex  (HP I )Bhu t an ’ s  Human  Pove r t y  I n dex  (HP I )Bhu t an ’ s  Human  Pove r t y  I n dex  (HP I )Bhu t an ’ s  Human  Pove r t y  I n dex  (HP I )

A highly useful measure developed for the Global Human Development Reports was the Human
Poverty Index, or HPI-1. [See Table 3.5]. For the first time, Bhutan’s HPI-1 value is presented.
The HPI-1 value for Bhutan for 2003 was estimated at 33.34.6 Based on this value, the global
ranking for Bhutan would be 61 from among 103 developing countries of the HPI-1 category
that excludes developed countries.

I n c ome  Pove r t yI n c ome  Pove r t yI n c ome  Pove r t yI n c ome  Pove r t yI n c ome  Pove r t y

The combined measures of both human and income poverty generate a more complete picture
of poverty, as the latter adds an important aspect of the incidence of poverty and a headcount
of those living in poverty. Income poverty in Bhutan is measured by the percentage of the
population living below the national poverty line, reflected in the last row in Table 3.5.

Table 3.5            Components of the Human Pover      Components of the Human Pover      Components of the Human Pover      Components of the Human Pover      Components of the Human Poverty Index for Bhutan 2003ty Index for Bhutan 2003ty Index for Bhutan 2003ty Index for Bhutan 2003ty Index for Bhutan 2003

                                                    2003

Probability at birth of not surviving to age 40 17.3%*

Adult Illiteracy 46%

Deprivation Levels

-  Population without access to safe 22%

  drinking water(%)

-  Underweight children under-5(%) 19%

Human Poverty Index (HPI) ValueHuman Poverty Index (HPI) ValueHuman Poverty Index (HPI) ValueHuman Poverty Index (HPI) ValueHuman Poverty Index (HPI) Value        33.34       33.34       33.34       33.34       33.3455555

Population below the national poverty Line        31.7%

*Source: Global HDR 2004

5For an explanation on how the HPI-1 was calculated, see Technical Notes 2.
6 Higher scores reflect a greater degree of human poverty, while lower scores translate into lesser extents of
 human poverty.
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            Box 3.6

Human  Pove r t y  -  Go i ng  Beyond  I n c ome  Pove r t yHuman  Pove r t y  -  Go i ng  Beyond  I n c ome  Pove r t yHuman  Pove r t y  -  Go i ng  Beyond  I n c ome  Pove r t yHuman  Pove r t y  -  Go i ng  Beyond  I n c ome  Pove r t yHuman  Pove r t y  -  Go i ng  Beyond  I n c ome  Pove r t y
The notion of human poverty, first introduced in UNDP’s Global Human Development
Reports, was a logical extension of the human development concept and deeply rooted
in it. The human poverty approach articulates the need to expand on the traditionally
narrow definition and measurement of poverty beyond a simple assessment in terms of
shortfalls in income or consumption.

Like the HDI, the HPI essentially measures the same three basic dimensions of longevity,
knowledge and a decent standard of l iv ing. But unl ike the HDI, i t  measures the
deprivations relating to those basic needs, rather than their achievements. The first
aspect relates to the extent of human survival and is measured by the percentage of
people not expected to live beyond 40, a relatively early age to die. The second relates
to knowledge and is measured by the percentage of adults who are illiterate. The third
pertains to a decent standard of living; here the deprivations are measured not in the
context of income, but in terms of the percentage of people without access to safe
drinking water and the percentage of under-5 children who are underweight.

In Bhutan, poverty has been similarly defined and understood in a broader perspective
that includes key aspects of human poverty. However, the poverty indicators used are
essentially income-/consumption-related, and there are no composite human poverty
indicators in use like the HPI. The HPI, in conjunction with other income poverty indicators,
could serve as a useful policy tool for understanding and addressing poverty in the
country and mobilising public opinion and support.

The most recent official estimate of the percentage
of  Bhutanese peop le  l i v ing be low the nat iona l
poverty l ine was 31.7% in 2003. A timeline for
poverty cannot be constructed, given that poverty
was not measured in the past. However, the pilot
Household Income and Expenditure Survey Report
2000 made a preliminary estimate that 36%t of the
coun t ry ’ s  popu la t i on  l i ved  be low the  na t iona l
poverty line. Using that figure with caution, it may
be assessed that income poverty has decreased
slightly since 2000. Further details on the poverty
situation, including income poverty, are detailed in
Chapter 5: Addressing Key Challenges. Source :Global HDR, 2004
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Chapter 4

Addressing key human
development challenges
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   ven as Bhutan’s improvement in human development levels has been rapid and impressive,
the country still faces numerous constraints and challenges that could hinder further advancements.
Some constraints, such as the harsh mountainous terrain and the highly dispersed pattern of
settlements, remain perennial difficulties that limit the delivery of social services (distance
measured in hours rather than kilometres ) and greatly escalate development costs. These
constitute an unchanging geo-physical reality and require sustained policy attention. In addition,
as the country works toward ensuring sustainable human development and broad-based socio-
economic progress, a new set of complex challenges have emerged – and more will follow.
Many of these challenges are the consequences of the development process itself and the
metamorphosing global scenario.

This chapter analyses some of the more pressing internal challenges that could adversely impact
human development progress in Bhutan. In particular, this includes the need to address prevailing
social and economic disparities, not only between geographical regions but also among segments
of the population. The challenge is also one of expanding human capabilities through enhancing
both these capabilities and access to resources and employment opportunities. Poverty alleviation;
the reduction of rural-urban disparities in access to health; education and income opportunities;
and the creation of employment, particularly youth employment, have all been identified in the
Royal Government’s recent policy documents as closely interlinked challenges that could impact
life opportunities and human capacities. A closely related and crosscutting issue that deserves
urgent policy attention is that of adult illiteracy, particularly for women.

P o v e r t yP o v e r t yP o v e r t yP o v e r t yP o v e r t y

From the human development perspective, poverty is understood to be a state in which
‘opportunities and choices most basic to human development are denied’ (UNDP, 1997). Freedom
from poverty is essential for human development, since poverty denies people the opportunity
to enjoy long, healthy and dignified lives and fundamentally restricts their life choices. This
shifts the focus of poverty from lack of income to capability deprivation. In the Bhutanese
development policy, poverty is viewed similarly from a multi-dimensional perspective and includes
both income and human poverty aspects. The challenge of poverty alleviation in the country is
discussed broadly from these standpoints.

On the basis of data from household consumption expenditures, the Poverty Analysis Report
2004, states that 31.7% of Bhutanese live below the national poverty line. This means that
232,859 people had less than Nu. 9,000, or US$200, to spend a year and did not consume
more than 2,124 kilocalories per day. This presents a dire picture of income poverty in the
country that is not readily visible.

EEEEE
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The Poverty Analysis Report further highlights that 38% of the rural population is poor and that
poverty is essentially a rural phenomenon, because its incidence, intensity and severity are
more pronounced in rural than urban areas. The Bhutan Living Standards Survey 2003 also
indicates that the average rural income constitutes less than half (45%) of the average urban
income. This constitutes a major concern, given that almost 80% of the people live in rural
areas. This does not indicate that poverty is not prevalent in urban areas, but that it is
comparatively less severe and affects only 4.2% of the urban population. Indeed, with rapid

urbanisation of the country, urban poverty could emerge as a potentially serious challenge in
the near future.

In addition, poverty is more pronounced in the eastern zone than in the western or central
zones [See Table 4.1]. Roughly half of the eastern zone population can be regarded as poor,
with around 40% of all central households living in poverty. As compared to the eastern region,
less than one-third, or 29.5%, of people in the central region are poor, while a little more than
one fifth (22.2%) of their households are poor. The western zone posts the lowest poverty
incidence, for 18.7% of the population and 12.7% of households.

Other pertinent findings of the poverty situation in Bhutan are highlighted here:
4 Incidence of poverty increases as size of households increases. Poor households on

average comprise 6.6 persons, non-poor households, 4.6 persons
4 Age dependency ratio of poor households is 83%, compared to 68% for non-poor

households
4 The higher the level of educational attainment, the lesser the probabil ity of the

household being poor
4 Completion of middle school education is generally sufficient to raise the individual

welfare level above the poverty line

Table 4.1   Poverty Incidence  Poverty Incidence   Population Share  Poverty Incidence  Poverty Incidence   Population Share  Poverty Incidence  Poverty Incidence   Population Share  Poverty Incidence  Poverty Incidence   Population Share  Poverty Incidence  Poverty Incidence   Population Share

   (% of population) (% of households)       (%)

NationalNationalNationalNationalNational        31.7       31.7       31.7       31.7       31.7     24.7    24.7    24.7    24.7    24.7  100 100 100 100 100

Urban 4.2 3.0 19.2

Rural 38.3 31.6 80.8

ZoneZoneZoneZoneZone 100

Western 18.7 12.7 40

Central 29.5 22.2 26

Eastern 48.8 39.9 34

Source:Poverty Analysis Report, 2004
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4 The school participation rate is considerably higher for non-poor and in urban areas,
compared to the poor and in rural areas, for all age levels

4 Issues of affordability constitute the main reason given by students for not attending
schools and/or dropping out, in both rural and urban areas

4 The Gini coefficient at the national level – a key poverty indicator – has been assessed
at 0.416 overall, with 0.374 in urban areas and 0.381 in rural areas

4 Expenditures for food account for 50% of all household expenditures, with rural poor
spending 59.3%

4 Agricultural activities constitute the major source of income for 95% of the poor
4 Food poverty is non-existent in urban areas, compared to 4.7% in rural areas
4 Levels of access to safe drinking water and electricity are lower for poor than for non-

poor

One notable aspect of poverty in Bhutan is that most of the poor suffer from limited access to
basic services such as roads, electricity, safe drinking water and improved sanitation, although
the provision of these services has risen dramatically over the years. But the poor also generally
lack adequate access to, and use less of, available health and education services. The Poverty
Analysis Report 2004 further depicts the poor in Bhutan as characterised by the lack of basic
education, large household sizes, rural residency, geographical isolation, low resource base
and dependence on subsistence agriculture.

R u r a l - U r ban  D i s pa r i t i e sRu r a l - U r ban  D i s pa r i t i e sRu r a l - U r ban  D i s pa r i t i e sRu r a l - U r ban  D i s pa r i t i e sRu r a l - U r ban  D i s pa r i t i e s

The theme of balanced regional development has been an important objective of Bhutan’s
development plans.  The Royal Government continues to make major efforts to provide rural
communities with the social and physical infrastructure required to raise standards of living and
to improve the quality of l ife. Despite these efforts, the situation of uneven development
patterns persists and requires sustained attention. Poverty in Bhutan is often regarded as
synonymous with the relative underdevelopment and deprivation of rural areas. At the same
time, this situation of unbalanced development is an outcome of the geo-physical reality of the
country, which results in high transportation costs, prohibitively high expenditures for the provision
and maintenance of rural socio-economic infrastructure and services, and disproportionate
economies of scale.

The challenge of alleviating poverty and advancing human development as a whole will depend
to a large extent on the Royal Government’s success in tackling rural poverty and reducing the
significant socio-economic disparities between rural and urban areas. We now examine both
income and non-income dimensions of this disparity and available social indicators for Bhutan’s
rural and urban areas.
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As noted above, overall living standards in rural areas are significantly lower than in urban
areas. With regard to Income poverty, 40% of the rural population lives in poverty and 4% in
subsistence poverty, compared to 5% and 0% in urban areas. Consumption patterns, as reflected
in the Bhutan Living Standards Survey 2003, also show an apparent spatial disparity, with
consumption levels in urban areas more than twice that of rural areas.  Furthermore, in rural
areas, expenditures on food constitute a much higher percentage of the total consumption,
reflecting a subsistence level of livelihoods that is entirely absent in urban Bhutan.

The BLSS 2003 likewise reflects a considerable gap in access to education between rural and
urban areas, as reflected in the gross and net enrolment rates for primary and secondary levels
[See Table 4.2], school attendance and literacy levels. This is most keenly accentuated as
education levels increase, with rural enrolment rates at the higher secondary level comprising
less than one-fifth that in urban areas. Reasons given by students in rural areas for not attending
schools were the inability to afford the incidental costs of education, the need to work to
augment household income, domestic problems, and the distance to school. Reflecting these
comparatively lower rural school participation figures, close to 90% of all rural household
heads have no schooling. Not surprisingly, the adult literacy rate for rural Bhutan, at 33%, is not
even half that in urban areas, at more than 80%.

In addition, rural areas have much poorer access to and lower levels of use of health services,
although precise figures are not available to support this. This may be attributed primarily to
distance factors that greatly hinder delivery of and access to basic health services. Moreover,
the health infrastructure available for rural populations and the quality of health services differ,
since most doctors and hospitals are in urban or semi-urban areas.

Source: BLSS (2003), PAR (2004)

Table 4.2 Education IndidcatorsEducation IndidcatorsEducation IndidcatorsEducation IndidcatorsEducation Indidcators Rura lRura lRura lRura lRura l U rbanU rbanUrbanUrbanUrban

Gross Primary Enrolment Rates 88.3 109
Gross Lower Secondary Enrolment Rates 47.66 84.79
Gross Middle Secondary Enrolment Rates 36.93 77.52
Gross Higher Secondary Enrolment Rates 7.03 39.9
School Participation Rate (6-12) 65.3 89
School Participation Rate (13-19) 46.3 77.3
Adult Literacy Rate 33% 80%
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E m p l o y m e n tE m p l o y m e n tE m p l o y m e n tE m p l o y m e n tE m p l o y m e n t

The generation of employment opportunities is key to any human development strategy. In
addit ion to being the basic source of income for individuals or households, employment
contributes to national economic growth. It likewise is highly pertinent to any realistic strategy
for alleviating poverty. Gainful employment also contributes to social integration and thus
enhances human self-fulfillment, dignity and happiness.

The employment issue for youth in Bhutan is relatively recent, but one that is acquiring greater
prominence. While the economy has grown steadily, the growth process has largely been capital-
intensive and urban-centric, which has not helped generate adequate employment opportunities.
This issue is treated in greater detail in Part II of the Report.

P o l i c y  Imp l i c a t i o n s  and  Con s i d e r a t i o n sPo l i c y  Imp l i c a t i o n s  and  Con s i d e r a t i o n sPo l i c y  Imp l i c a t i o n s  and  Con s i d e r a t i o n sPo l i c y  Imp l i c a t i o n s  and  Con s i d e r a t i o n sPo l i c y  Imp l i c a t i o n s  and  Con s i d e r a t i o n s

The Royal Government’s macroeconomic and development policies have been pro-poor in spirit
ever since the inception of development planning. The Five-Year Plans have at all times strongly
emphasised the need for balanced, equitable development and attached a high priority to
improving the welfare and l iving standards of the rural poor.  These priorit ies have been
consistently reflected in allocations in the national budgets. For instance, in the Ninth Plan
more than 24% of the allocation was earmarked for district-level development activities. This
figure would be even higher if it included the central budgets that are primarily intended for
district and rural-based development programmes.

However, specific or targeted poverty reduction interventions have not been made; instead,
poverty alleviation has been addressed through increasing broad-based access to social services,
directing significant investments into rural development and agriculture, and promoting income
and employment-generation activities. Now, poverty reduction through employment generation
must emerge as a specific priority with focussed interventions, particularly for those living
below the subsistence poverty line and for the most needy and vulnerable. In particular, the
policy to strengthen rural infrastructure, especially roads, will significantly improve livelihood
opportunities along with access to and use of crucial social services and these must be reinforced
further.

Due consideration also must be given to macroeconomic policies that promote pro-poor growth
[See Box 4.1]. A pro-poor growth orientation must include the encouragement of higher labour
absorption intensity and the creation of gainful employment opportunit ies, in addition to
continued high levels of public expenditures in the social sector and sustained investments in
the agriculture sector. In Bhutan’s context, the realistic pursuit of such a pro-poor growth strategic
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           Box 4.1

P r o - Poo r  G r ow thP r o - Poo r  G r ow thP r o - Poo r  G r ow thP r o - Poo r  G r ow thP r o - Poo r  G r ow th
Pro-poor growth encompasses varied definitions and interpretations. Generally defined,
i t  i s  unde r s t ood  a s  b r oad - ba sed  o r  equ i t ab l e  g r ow th  t ha t  bene f i t s  t he  poo r
disproportionately more than the rich and provides them with real opportunities to improve
their economic welfare. While pro-poor growth is concerned with the inter- relationship
among growth, poverty and inequality, many definitions now also include the crucial
aspect of employment, which provides the strategic link between growth and poverty
al leviat ion.

Pursuing pro-poor growth calls for a strategy that explicitly favours the poor in order to
prevent the widening of inequalities. Such a strategy is essential if poverty is to be
reduced further. In addition, when economic growth generates increased employment
among the poor and in sectors important to them, this can greatly help alleviate poverty,
since labour constitutes the poor’s prime asset.

Bhutan’s overall growth pattern has been pro-poor, even as the structure of the growth
has been highly capital- intensive. This has been possible due to the Royal Government’s
redistributive policies through massive social and rural investments, which have mitigated
the degree to which human poverty levels would otherwise have prevailed. This must be
strengthened and incorporated formally in any poverty reduction strategy. Specifically,
the role of employment generation as an important aspect of promoting pro-poor growth
has not figured adequately in the poverty reduction strategy thus far, and its importance
cannot be understated.

Pro-poor growth in Bhutan can be pursued further through infrastructure development in
rural areas: principally roads and market infrastructure, investments in rural enterprises
that promote rural incomes and employment and increased investment in agriculture.
Sustainabi l i ty wi l l  come through the rechannel ing of v i ta l  resources ar is ing f rom
hydropower generation.

approach is made all the more feasible and sustainable based on resources from the harnessing
of the country’s vast hydropower potential.
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Chapter 5
Youth employment
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  outh employment has emerged as a major development challenge globally. Young people
worldwide account for 18% of the economically active population but constitute more than 40% of
those unemployed. The fact that the youth enter the workforce ‘at the end of the queue,’ and
naturally have relatively lower skill levels and experience than older groups, tends to place
them at a structural disadvantage in the labour market. On the other hand, social and emotional
integration of youth is essential for sustaining the very fabric of society. Therefore, it is imperative
to design and implement strategies for youth employment. This is especially so for developing
countries like Bhutan, which have much higher percentages in the age group 15-24 – and
larger numbers still to become economically active as enrolment rates and pass percentages
increase. Thus  far,  the   rapid   growth   of  Bhutan’s economy has not translated commensurately
into an expansion of employment opportunities. With more than 40% of the population aged
15-24, unemployment among youth accounts for a major portion of total unemployment, which
has been growing steadily. With the rapid economic and social changes, the transition to the
workplace is no longer as easy and assured as it used to be, and Bhutanese youth are finding it
progressively more difficult to secure a first job.

In the future, the employment scenario for Bhutanese youth appears even more grim, given the
limited absorption capacity in the public and private sectors, traditionally the largest formal
sector employers and the more popular workplace choices for youth. This is further compounded
by the ever-increasing flow of youth entering the job market and the fact that they often have
high expectations and aspirations about the quality of employment.

The increas ing magni tude of  requi rements of  youth employment in Bhutan could have
tremendous implications for the future prospects of both human development and GNH. If the
challenge is met successfully, it could contribute to an exponential increase in national income
and human development. On the other hand, if this challenge is not met adequately, then not
only will possible gains not materialise, but also the presence of an increasing number of
unemployed youth – educated and uneducated al ike – could jeopardise Gross Nat ional
Happiness.

Since development progress in any country depends on productive output from its population,
the inability to provide gainful employment for the large youth segment could translate into
significant losses in national productivity and human capital. Without adequate employment
generation, long-term economic growth would also be neither sustainable nor socially desirable.
In addition, unemployment among youth would naturally deprive them of a vital means of
livelihood and the opportunity to secure a decent living.

YYYYY

YYYYYouth  Emp loymentou th  Emp loymentou th  Emp loymentou th  Emp loymentou th  Emp loyment
Chapter 5Chapter 5Chapter 5Chapter 5Chapter 5
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Moreover,  the long- term unemployment of  youth has long- term soc ia l  costs.  Losses of
capabilities, morale and self-esteem with long periods of unemployment or underemployment
have been known to lead to vicious cycles of human deprivation. This also seriously delays the
healthy integration of youth in society, with the likelihood of increased risk behaviours among
frustrated, alienated youth that could negatively affect social harmony. Although these social
problems are not yet pronounced in Bhutan, visible signs are already found in the growing
incidence of juvenile crime, drug abuse and vandalism among unemployed youth.

This section of the Report examines the employment status of Bhutanese youth; identifies the
causes, problems and constraints of youth employment; highlights and reviews current policies
and programmes that address this emerging challenge; and draws out policy implications and
options to supplement ongoing strategies and approaches to improve youth employment
prospects and opportunities. A brief overview of overall employment patterns and trends is
detailed prior to the profiling of youth employment.

One of the greatest concerns for the Government today is in providing
gainful employment to our youth. At a time when our country is developing
very rapidly and our people are becoming very prosperous every year, if
Bhutanese citizens are to benefit from the progress taking place and find
good jobs we will have to give priority to the establishment of industries,
for which the Government must strengthen and develop the private sector.
It is necessary for the Government and the private sector in Bhutan to
work together hand in hand and provide employment to our people. It is
an important responsibility of the Royal Government to ensure that a time
does not come when Bhutanese people cannot find employment in their
own country. Such a situation must never be allowed to arise.

H i s  Ma j e s t y  t h e  K i n gH i s  Ma j e s t y  t h e  K i n gH i s  Ma j e s t y  t h e  K i n gH i s  Ma j e s t y  t h e  K i n gH i s  Ma j e s t y  t h e  K i n g
Na t i o n a l  D a y  A dd r e s s ,Na t i o n a l  D a y  A dd r e s s ,Na t i o n a l  D a y  A dd r e s s ,Na t i o n a l  D a y  A dd r e s s ,Na t i o n a l  D a y  A dd r e s s ,

17  De c embe r  200417  De c embe r  200417  De c embe r  200417  De c embe r  200417  De c embe r  2004

Box 5.1
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Bhu t an ’ s  Emp l oymen t  Pa t t e rBhu t an ’ s  Emp l oymen t  Pa t t e rBhu t an ’ s  Emp l oymen t  Pa t t e rBhu t an ’ s  Emp l oymen t  Pa t t e rBhu t an ’ s  Emp l oymen t  Pa t t e r n s  and  Re cen t  Tn s  and  Re cen t  Tn s  and  Re cen t  Tn s  and  Re cen t  Tn s  and  Re cen t  Tr e nd sr e nd sr end sr e nd sr end s

According to Bhutan Labour Force Survey (BLFS) reports, the population may be classified into
two core groups: economical ly active and economical ly inactive. The economical ly active
population comprises the employed, including unpaid family workers and unemployed, who
contributed to the process of production of goods and services one week before the survey
enumeration. The employed are those older than 15 who worked at least one hour per day one
week before the survey, who had a job or business but did not work during the reference
period, or who were temporarily absent. The labour force participation rate is further defined as
the ratio of the economically active population to the working-age population – in Bhutan,
those older than 15.

The BLFS defines unemployment as not having a job or business one month before the survey.
It considers the unemployed as those without a job or business who sought work one month
before the survey, or those who are available for work but did not seek it because they believed
none was available, were awaiting results or were waiting to start work. This definition does
not include students, household workers or those physically disabled or unable to work.

The employment scenario in Bhutan has undergone major changes, particularly over the last
two decades. This is widely seen as an outcome of the country’s transition from a subsistence
agrarian economy to a modern economy, with considerably faster growth rates in the secondary
and tertiary sectors compared to the primary sector. Reflecting the traditional importance of
agriculture to the national economy, the vast majority of the Bhutanese labour force has always
been concentrated in this sector. However, with the share of agriculture to GDP diminishing over
the years, the percentage of the labour force employed in agriculture witnessed a sharp decline,
from 76% in 1998 to only 63% in 2004 – a decline of around 2 percentage points annually.

Table 5.1       Trends in LFPR and Unemployment Rates       Trends in LFPR and Unemployment Rates       Trends in LFPR and Unemployment Rates       Trends in LFPR and Unemployment Rates       Trends in LFPR and Unemployment Rates

                             1998                             1998                             1998                             1998                             1998      2004     2004     2004     2004     2004

Unemployment Rate 1.4% 2.5%
Labour Force Participation Rate 58.9% 54.4%
Labour Force by SectorLabour Force by SectorLabour Force by SectorLabour Force by SectorLabour Force by Sector
   -      Agriculture 76% 63.3%
   -      Industry 5.9% 9.9%
   -      Services 9.0% 16%
   -      Trade 5.6% 7.8%
   -      Others 3.5% 2.9%

Source: LFS, 1998, 2004
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Not surprisingly, Bhutanese farming communities today face considerable labour shortages.
This is due to a combination of several factors, such as the limited availability of arable land,
increased enrolment in educational institutions, physical hardship of rural lives and work, rapid
rural-urban migration and changing aspirations of new entrants into the labour force – namely,
the educated youth. This latter group is often reluctant to take up farm jobs.

In the same period, the percentage of those employed in the industry, services and trade sectors
has increased. This represents a perceptible shift away from agricultural employment to
occupational activities based in the modern sector, notably in services. However, this does not
represent a maturation of the economy into a high-value, service-based economy, but is rather
more indicative of a population shift toward urban areas. Indications also exist of the growth in
casual and part-time work.

While the phenomenon of unemployment was practically unknown before 1990, this is now
emerging as a key concern. Prospects of ‘jobless growth’ in the country exist, aspects of which
may already be surfacing. Unemployment rates, according to the annual Bhutan Labour Force
Surveys reports, have steadily increased from 1.4% to 2.5% between 1998 and 2004. This
level of unemployment is not high.  Indeed, the rates of unemployment in rural areas between
1998 and 2004 were virtually nonexistent, reflecting the situation that many rural Bhutanese
work on their own or others’ farms.

However, the Labour Force Survey Report 2004 (LFS 2004) and the Bhutan Living Standards
Survey 2003 (BLSS 2003) both reveal a significant rise in rural unemployment levels, to 2.5%
and 2.32% respectively, compared to less than half a percent in previous years. Available data
from past labour force surveys generally reflect a higher incidence of urban unemployment.

The LFS 2004 indicates that female unemployment rates are on the whole twice as high than
for males in both rural and urban areas. In urban areas particularly, female unemployment has
cons is tent ly  been a lmost  three t imes that  of  males.  Deta i l s  of  unemployment leve ls ,
disaggregated by rural-urban and male-female categories, are reflected in Table 5.2. The BLSS
2003 survey similarly reflects much higher levels of unemployment for urban females but

Table 5.2 Unemployment Rates by Region and SexUnemployment Rates by Region and SexUnemployment Rates by Region and SexUnemployment Rates by Region and SexUnemployment Rates by Region and Sex

BLSS 2003                 LFS 2004BLSS 2003                 LFS 2004BLSS 2003                 LFS 2004BLSS 2003                 LFS 2004BLSS 2003                 LFS 2004

              National     Male      Female    National   Male     Female

Unemployment   2.91%   3.17%   2.64% 2.5% 1.6% 3.3%

Urban   6.53%   4.22%  11% 2.0% 1.1% 4.3%

Rural   2.32%   2.94%   1.74% 2.6% 2.2% 3.2%

Source: BLSS 2003, LFS 2004
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shows lower female unemployment levels in rural areas, which account for the overall higher
unemployment rates for males.

There is, however, a growing perception that employment figures may be masking possibly
high and rising levels of underemployment. It is widely known that many Bhutanese who are
employed do not have sufficient work to engage them year-round, while others work at low
levels of productivity or receive little or no remuneration. The lack of detailed data poses a
problem in correctly estimating the extent of underemployment, but a rough assessment is
provided. According to the LFS 2004, around 16% of those employed worked fewer than 40
hours a week.  While this may not in itself reflect a serious level of underemployment, the
percentage of the workforce working less than 40 hours has been steadily rising each year.

More significantly, more than 36% of those employed are unpaid family workers. This category,
constitutes the largest group of the employed population when classifying the national workforce
by their employment status. Most unpaid family workers either work on their family farms or are
engaged in household activities.

The data on wages earned further reveal that of paid employees, 49.7% of them receive less
than Nu. 2,000 a month and that 39.3% receive less than Nu. 4,000 a month. Because many
paid workers support families and dependents, salaries for a large number of them may be
regarded as being near subsistence levels. The labour force surveys also consistently reveal the
search for better income as the overwhelmingly major reason for changing jobs, perhaps an
indication of relatively low remuneration levels.  Notably, close to 40% of those with the lowest
remuneration are employed in agriculture. There is also a relatively higher percentage of
women in both the lowest income category and among unpaid family workers.

A significant feature of the Bhutanese labour market is the large presence of an expatriate
workforce, estimated at more than 34,000. The expatriate labour force is mainly engaged on
construction sites, road work and production lines. It provides a cost- effective labour input into
infrastructure development and manufacturing activities. This availability of a large pool of
relatively low-cost expatriate labour offers considerable advantages to local industry, because
such labour does not provide direct competition for Bhutanese labour as such. Most Bhutanese
job seekers have higher expectations and are largely uninterested in the occupational areas
where the expatriate workforce is engaged. In addition, they also possess less relevant skills.
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A  P r o f i l e  o f  t he  YA  P r o f i l e  o f  t he  YA  P r o f i l e  o f  t he  YA  P r o f i l e  o f  t he  YA  P r o f i l e  o f  t he  You th  Emp l oymen t  S i t ua t i on  i n  Bhu t anou th  Emp l oymen t  S i t ua t i on  i n  Bhu t anou th  Emp l oymen t  S i t ua t i on  i n  Bhu t anou th  Emp l oymen t  S i t ua t i on  i n  Bhu t anou th  Emp l oymen t  S i t ua t i on  i n  Bhu t an

In 2004, youth7 comprised 19% of the labour force and 20% of the country’s population. As
such, they represent an important segment of both the national labour force and the people.
The labour participation rate of youth in the national economy has declined from 46.6% in
1998 to 36.5% in 2003, reflecting the considerable growth in school enrolments and the
increased number of years spent in school. Youth unemployment levels in that period has
doubled from 2.6% in 1998 to 5.5% in 2004, whereas they have only increased marginally for
working adults. The youth unemployment rate is also more than three times higher than the
general unemployment figure. For the last five years, youth have, on average, constituted
around half of all those unemployed and in 2003, about 60% of the unemployed were youth.

It is clearly discernible that the unemployment situation in Bhutan affects youth disproportionately
and that it is essentially a youth issue. This is not in any way unusual, as the higher incidence
of joblessness among youth is a common phenomenon around the world. Young people most
often do not possess the required working experience or the appropriate skills and usually take
longer to secure their first jobs. Moreover, young people as a group are often the most vulnerable
to labour market fluctuations, which partly explains their higher rates of unemployment.

As reflected in Table 5.3, unemployment levels have traditionally been the highest for those
youth aged 15-19, most of them are early school leavers and are seeking work for the first
time.  The unemployment rates for older youth – i.e., those between 19 and 24 – are lower as
they become more employable with added experience and skills. Available employment data

15-19 37.8% 2.5% 23.2% 8.4% 24.1% 7.2%

20-24 56.7% 2.7% 52.5% 3.8% 50.5% 4.0%

15-24 46.6% 2.6% 36.3% 5.4% 35.2% 5.5%

All age 58.9% 1.4% 56.5% 1.9% 54.4% 2.5%

groups

Percent of unemployed  45.5%             60%                41%

youth to total unemployed

Labour Force
Participation

Rate

Unemployment
Rate

Labour Force
Participation

Rate

Unemployment
Rate

Labour Force
Participation

Rate

Unemployment
RateAge Group

Source: LFS, 1998, 2001, 2004

Table 5.3     Youth LFPR and Unemployment Trends    Youth LFPR and Unemployment Trends    Youth LFPR and Unemployment Trends    Youth LFPR and Unemployment Trends    Youth LFPR and Unemployment Trends

19981998199819981998 2001                 20042001                 20042001                 20042001                 20042001                 2004

7The definition of youth used here follows the standard United Nations definition as those belonging
to the 15-24 age group.
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further reflects that unemployment for youth, both males and females, is more acute in urban
than rural areas. The incidence of unemployment is particularly pronounced for urban female
youths between 15-19, which has ranged from 11% to 23% over the years. Indications also
point to a possible rise in unemployment rates for rural youth that could exacerbate the urban
youth unemployment situation, given the rapid mobility of the youth population.

F ema l e  YFema l e  YFema l e  YFema l e  YFema l e  You t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen t

A large number of Bhutanese youth are also reportedly engaged in ‘family responsibilities’ but
are not regarded as either students nor economically active, or only marginally so. These youth
do not form part of the category of unpaid family workers who are regarded as employed. A very
large percentage of this category comprises girls and young women, who for the most part live
in rural Bhutan. Anecdotal evidence suggests that a large number are underemployed and
could be passively seeking secondary employment. This large group of mostly female youth
could well constitute a future reservoir of additional entrants into the labour market. In rural
areas, most youth who are not in school are employed in agriculture and help out with household
responsibilities. Many rural youth are also engaged in woola, the traditional labour contribution
for development activities in rural communities. In urban areas, youth are mostly employed in
the service sector, mainly in public enterprises as salaried employees, or are self-employed in
small family enterprises. Employment in private sector enterprises and corporations presently
constitutes only a very nominal area of youth employment, but this is expected to improve.

F a c t o r s  A f f e c t i n g  YFa c t o r s  A f f e c t i n g  YFa c t o r s  A f f e c t i n g  YFa c t o r s  A f f e c t i n g  YFa c t o r s  A f f e c t i n g  You t h  Emp l oymen t  and  Unemp l oymen tou t h  Emp l oymen t  and  Unemp l oymen tou t h  Emp l oymen t  and  Unemp l oymen tou t h  Emp l oymen t  and  Unemp l oymen tou t h  Emp l oymen t  and  Unemp l oymen t

The factors affecting youth employment and unemployment may be attributed to both demand
and supply. These include rapid population growth and the youthful demographic profile; the
significant growth in school enrolment; the limited employment absorption capacity in the
public sector; the small size and underdevelopment of the private sector; the rising trend of
rural-urban migration; the lack of employment-relevant education and training that is responsive
to actual labour market needs; and the expectat ions of high salary, mostly white-col lar
employment, on the part of the educated youth entering the economically active age group.

YYYYYou t h f u l  D emog r a ph i c  P r o f i l eo u t h f u l  D emog r a ph i c  P r o f i l eo u t h f u l  D emog r a ph i c  P r o f i l eo u t h f u l  D emog r a ph i c  P r o f i l eo u t h f u l  D emog r a ph i c  P r o f i l e
As with most developing countries, Bhutan has a youthful demographic profile. About 59% of
the country’s population is currently younger than 25, with 42% below age 15 and 30%
younger than age 10. With high fertility rates and marked declines in infant mortality, the
population has been growing rapidly at an annual rate of 2.5% in recent years. It will be some
years before the country reaches replacement levels.  On the basis of this growth rate, it is
envisaged that the youth population will double in 25 years. Given the distinctive pyramidal
structure of the Bhutanese population, with the largest sections of the population below ages 5,
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10 and 15, the proportion of the working-age population has risen rapidly. This explains the
growing numbers of youth entering the labour market and the increase in unemployment
levels. In the future, this is likely to be even more pronounced, with the working-age population
expanding much more rapidly than decent jobs can be created, even with strong growth in the
national economy.

E xpan s i o n  o f  S c hoo l  E n r o lmen tE x pan s i o n  o f  S c hoo l  E n r o lmen tE x pan s i o n  o f  S c hoo l  E n r o lmen tE x pan s i o n  o f  S c hoo l  E n r o lmen tE x pan s i o n  o f  S c hoo l  E n r o lmen t
The enormous success of enrolment in schools and the increased output of educated youth has
simultaneously created a large number of youth entering the labour market in search of jobs.
Most unemployed are believed to be educated youth, although no survey data are available on
the background of the unemployed other than their rural or urban origins.

It has been projected that by 2020, 267,000 jobs will have to be created for educated youth
alone who will enter the labour market. More than 100,000 students are expected to enter the
labour market in search of jobs in the next 10 years, increasing from about 7,410 in 2004 to
13,572 in 2010. This represents a virtual doubling of the total educated workforce entering
the labour market every six or seven years, the overwhelming majority of whom will have only
a mid-secondary level of education. Taking into consideration available estimates of annual
rural-urban migration of about 4,000, this is likely to add 40,000 migrants to the growing
numbers of those seeking employment over the next decade. Many migrants are youth and
between ages 16 and 30, as reflected in the recent Rural-Urban Migration Study. As such, the
number of Bhutanese poised to enter the non-agriculture labour market wil l soon exceed
14,000 a year, the vast majority of whom will be youth. To provide a realistic perspective to
what these numbers mean, this effectively translates into the need to create as many jobs
annually as the entire civil service – traditionally the largest formal-sector employer.

C a p i t a l - I n t e n s i v e  E c o nom i c  G r ow t hCap i t a l - I n t e n s i v e  E c o nom i c  G r ow t hCap i t a l - I n t e n s i v e  E c o nom i c  G r ow t hCap i t a l - I n t e n s i v e  E c o nom i c  G r ow t hCap i t a l - I n t e n s i v e  E c o nom i c  G r ow t h
In many countries the slow growth of the economy has often been cited as a major reason for
the rise in youth unemployment. Bhutan, however, has enjoyed rapid annual economic growth
of some 6 to 7% consistently for close to three decades. This rapid growth has been fueled by
major infrastructure development projects, principally in the hydropower, social, roads and
human settlement sectors, which are highly capital- intensive and have not generated sufficient
quality employment growth. These growth sectors of the economy have not created more than
7,000 jobs colectively and probably will not do so in the future. In addition, most jobs available
in the implementation and maintenance phases of these infrastructure activities are short-term
manual or construction labour that either do not appeal to Bhutanese youth or for which they do
not possess the requisite skills.

At the same time, the agriculture sector, which provides the main source of employment and
livelihood for most Bhutanese, has been growing much slower than all other sectors. The
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sector’s share of GDP has been shrinking each year, reflecting a deep structural change in the
economy. Between 1990 and 2002, agriculture growth has averaged only around 4% annually,
and its share of GDP has declined from 43% to 33%. All indications strongly point to a continued
decline in this labour-intensive sector and limited growth prospects. Most educated youth would
prefer to take up alternative occupations than farming. This is another factor that will seriously
affect the employment situation, potentially creating a dire shortage of labour in agriculture
while causing an oversupply in some sectors.

L im i t e d  Emp l o ymen t  A b s o r p t i o n  C apa c i t y  i n  t h e  P u b l i c  S e c t o rim i t e d  Emp l o ymen t  A b s o r p t i o n  C apa c i t y  i n  t h e  P u b l i c  S e c t o rim i t e d  Emp l o ymen t  A b s o r p t i o n  C apa c i t y  i n  t h e  P u b l i c  S e c t o rim i t e d  Emp l o ymen t  A b s o r p t i o n  C apa c i t y  i n  t h e  P u b l i c  S e c t o rim i t e d  Emp l o ymen t  A b s o r p t i o n  C apa c i t y  i n  t h e  P u b l i c  S e c t o r
The civil service remains the preferred employment choice for most educated youth in view of
the security, dignity, training and career opportunities associated with it. A major consideration
appears to be the aspect of secure wage employment, which also explains the general preference
for employment in the public sector and the formal private sector over self-employment. However,
the prospects for expanding employment in the civil service, various government agencies and
public sector corporations are now extremely limited, as these have virtually reached their
employment saturation points.

In view of the Royal Government’s stated policy to maintain a small, compact and efficient civil
service, numbers of civil servants have only marginally increased, from 13,566 in 1996 to
14,528 now. Vacancies in the civil service, including allowing for replacements, are thereby
likely to provide only for around 1,200 jobs a year. The only significant employment opportunities
in the civil service that remain are for teaching positions in schools and vocational training
institutes, a short-term demand in view of the current teacher/trainer shortages, which may be
satiated in a few years.

The limited feasibility for employment expansion also holds true for the armed forces, hydropower
projects, public utility corporations and other public sector organisations. Even on the basis of
very favourable projections, the public sector collectively, including the civil service, will not
generate more than a small fraction of the total employment demand.

Sma l l  a n d  Unde r d e v e l o p ed  P r i v a t e  S e c t o rSma l l  a n d  Unde r d e v e l o p ed  P r i v a t e  S e c t o rSma l l  a n d  Unde r d e v e l o p ed  P r i v a t e  S e c t o rSma l l  a n d  Unde r d e v e l o p ed  P r i v a t e  S e c t o rSma l l  a n d  Unde r d e v e l o p ed  P r i v a t e  S e c t o r
In view of the limited expansion possibilities for employment in the public sector, the dynamism
and growth of the private sector was expected to provide the vital impetus in generating
employment opportunities. However, this has not been fully realised, as the private sector in
terms of the national economy is still small and in a nascent stage of development. It will take
many more years and the rapid growth and broadening of this sector before this becomes
reality.

The private sector is further limited in its access to venture capital and does not have the
relevant experience to make large-scale investments to establish new industries and grow more
rapidly. Apart from establishment of a Coca-Cola bottling plant, no new major industries have
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been started in the private sector over the last five years. Therefore, it will take considerable
time before the private sector becomes the real engine of growth or the driving force behind
employment. Growth and development of the private sector is further constrained by other
factors that affect the sector’s ability to become a more dynamic partner in creating employment.
These are discussed in greater detail in Chapter 7.

An issue sometimes regarded as contributing to rising youth unemployment is the widespread
use of foreign workers by the private sector, particularly in construction and manufacturing.
However, rather than depressing the absorption of Bhutanese workers into the private sector,
the presence and availability of a cost-effective source of both skilled and unskilled expatriate
workers provides a competitive edge to many private sector activities. The viability of these
enterprises actually ensures additional creation of employment for national workers, and their
closure could potentially cause a loss of jobs rather than create more employment.

The fact that many Bhutanese entrants into the labour market are relatively unskilled, have
higher wage reservations and are often unwilling to take up hard physical labour in key areas
of private sector activities constitute additional important reasons that contribute to limiting
their absorption in the private sector workforce.

R u r a l - U r b an  M i g r a t i o nRu r a l - U r b an  M i g r a t i o nRu r a l - U r b an  M i g r a t i o nRu r a l - U r b an  M i g r a t i o nRu r a l - U r b an  M i g r a t i o n
Over the last two decades, the pace of rural-urban migration has increased significantly and is
exacerbating the rapid growth in urban population. At present levels of migration and normal
urban population growth, it is estimated that the urban population will quadruple and that
close to half the country’s population will live in urban areas by 2020. The study Rural-Urban
Migrat ion in Bhutan provides addit ional detai ls of this important dimension of growing
urbanisation. While the study does not reflect the numerical extent of rural-urban migration, it
conveys that a clear and strong perception exists among most survey respondents that such
migration is rising and likely to accelerate rapidly.

The study highlights that 72% of the urban population are migrants from rural areas and that
close to half (47%) of all rural households have had one or more members migrate elsewhere,
mostly to Thimphu, Paro and Phuentsholing. The study notes that most migrants are aged 16 to
30, and that 63% have primary education or more. 74% are literate. Of the ‘push’ factors, the
lack of adequate educational and employment opportunities in rural areas account for the two
major reasons driving rural-urban migration. Of the ‘pull’ factors, the aspect of migrating after
securing a job, and moving with parents or spouse, are important. Other ‘pull’ factors not
captured in the study, but supported by anecdotal evidence, are the consumerism and popular
entertainment opportunities identified with urban lifestyles.

While the study is clear that no indications presently suggest that rural-urban migration is
contributing directly to growth in unemployment, this could change very quickly. In addition,
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the fact  that rura l -urban migrat ion adds to the pressure of  c reat ing more employment
opportunities for youth in urban areas cannot be overlooked.

Sk i l l s  a n d  E x pe c t a t i o n s  M i sma t c hSk i l l s  a n d  E x pe c t a t i o n s  M i sma t c hSk i l l s  a n d  E x pe c t a t i o n s  M i sma t c hSk i l l s  a n d  E x pe c t a t i o n s  M i sma t c hSk i l l s  a n d  E x pe c t a t i o n s  M i sma t c h
The unemployment level among youth is also explained by the mismatch between the education
and skills that youth have and what the labour market needs. Most educated youth that entering
the market have a mid-secondary-level education, and while they are literate and numerate,
they do not possess the necessary skills, knowledge or aptitudes – nor the work experience –
that could enhance their employability.  This is being actively addressed as a priority through
education reforms and through expanding the skills base of youth via vocational training. This
subject is treated in greater detail in Chapter 6.

This skills mismatch is compounded by the apparent mismatch between expectations of Bhutanese
youth on the quality and location of employment and the realities of the labour market. Most
educated youth are keen for white-collar jobs in the civil service and to work in urban rather
than in rural areas. It also appears that many youth would prefer to wait and prolong their
period of unemployment or underemployment till they manage to get the jobs they desire or
those that have better salaries and career prospects. This is made possible by the fact that many
youth depend on the goodwill of parents and relatives to support them until they secure
employment. However, most jobs available outside the Government sector are manual labour,
which in addition to, being low pay are regarded by educated youth as low-status, with no
career prospects. Even as many youth ultimately may have to adapt their aspirations and
preferences to take up available jobs, the demand for quality employment is likely to remain
an important factor influencing the absorption and integration of youth in the workplace.

T he  Po t en t i a l  Con sequen ce s  o f  YThe  Po t en t i a l  Con sequen ce s  o f  YThe  Po t en t i a l  Con sequen ce s  o f  YThe  Po t en t i a l  Con sequen ce s  o f  YThe  Po t en t i a l  Con sequen ce s  o f  You t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen tou t h  Unemp l oymen t

As mentioned, the increase in the unemployment and underemployment situation of youth can
significantly affect the prospects of furthering the goals of GNH and human development. Loss
of capabilities and confidence, along with material hardship, have been known to lead to self-
perpetuating deprivation and unhappiness. Early unemployment is also known to affect future
employability and productive capacity prospects, potentially leading to chronic unemployment
and affecting national productivity and social order.  The possible advent of urban poverty, with
ris ing levels of unemployment among urban youth, is another dimension that cannot be
overlooked.

Crime in Bhutan is increasingly taking on the dimension of an urban youth problem. A disturbing
development is the rise in crimes being committed by unemployed and underemployed youth
in urban areas. According to the recent study Juvenile Delinquency as an Emerging Youth
Problem in Bhutan, carried out by the Centre for Bhutan Studies (CBS), between 1984 and
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2003, some 81% of juvenile crimes nationwide were property crimes. The study further points
out the tremendous increase in the frequency of juvenile crimes, which are largely in urban
areas, and indicates that the rise in such crimes constitutes a key factor for the increase in the
national crime rate. Because the data for juvenile crime are based on conviction rates, it may
be assumed that the actual crime rate is even higher.

The study further analyses the trends and patterns of juvenile crime in Thimphu. It was found
that youth were responsible for more than 50% of juvenile crimes in Thimphu between 1998
and 2003. More than one-third (34.7%) of all juvenile crime in the capital was committed by
jobless youth, and one-fourth (26.8%) by those employed in low-quality jobs. On the basis of
these findings, the study points to unemployment and the lack of suitable jobs and adequate
incomes as probable reasons leading to the risk of criminal behaviour in youth, including rural
youth who migrate to towns. The study further reflects that if the factors leading to crimes by
unemployed and underemployed youth are not eradicated at their roots, they could prove a
serious threat to urban communities.

It is also assumed that drug usage among youth has been growing in recent years, although no
surveys have been undertaken to confirm this, and the link to unemployment is unknown. The
CBS study based on juvenile crime data for Thimphu reflects a 16.7% increase in the frequency
of drug-related crimes by juveniles between 1998 and 2003. The jobless and those in low-
income jobs accounted for more than half of all drug-related offences in that period. The
frequency and prominence of reports in the media and social discussion of drug use by youth
also suggest that the problem is growing and requires attention.
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Chapter 6

Employment for youth
in the private sector
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   he private sector in Bhutan is not only regarded as the major engine of growth but also an
important partner in the development of the country. It is seen as the driving force behind
employment growth, which is expected to generate increased levels of productive employment
to absorb the rapid ly growing labour force. In v iew of the l imited employment growth
opportunities in the public sector, the Royal Government has strongly emphasised the need to
enhance the attraction for youth to take up work in the private sector. Given this strategic
importance of the private sector in generating gainful employment for youth, the sector’s role
and relevance are examined in detail.

The private sector in Bhutan broadly refers to the business sector and does not necessarily
include all activities that are outside the direct influence of the public sector. It includes various
medium and small enterprises, as well as micro and informal businesses that may or may not be
registered. It further includes all enterprises wholly owned by private individuals and institutions
where government ownership does not exceed 50%. The agriculture sector, other than agro-
based industries, is normally not regarded as part of the private sector.

A  P r o f i l e  o f  t he  P r i v a t e  Se c t o r  i n  Bhu tanA  P r o f i l e  o f  t he  P r i v a t e  Se c t o r  i n  Bhu tanA  P r o f i l e  o f  t he  P r i v a t e  Se c t o r  i n  Bhu tanA  P r o f i l e  o f  t he  P r i v a t e  Se c t o r  i n  Bhu tanA  P r o f i l e  o f  t he  P r i v a t e  Se c t o r  i n  Bhu tan

The Bhutanese private sector has expanded rapidly over the last four decades of development
but is still relatively small and underdeveloped. Unlike many countries with well-established
mercantile traditions, Bhutan does not have any extended history of private enterprise. Before
the onset of planned development activities and the recent modernisation of the economy,
private enterprise was mainly limited to petty trade of small agricultural surpluses and a few
handcrafted products. To a large extent, this explains the lack of a truly vibrant commercial
culture and strong traditions of entrepreneurship and professional management, all of which
have been identified as prevailing weaknesses of the private sector today.

Private sector development as a core objective of planned development received a major impetus
during the 6th Plan period (1987-92), although earlier Plans also included ad-hoc programmes
and activities to support private enterprises. Since then, the Royal Government has privatised
the tourism industry, transport services and road infrastructure and maintenance, and divested a

Employment  for  YEmployment  for  YEmployment  for  YEmployment  for  YEmployment  for  Youth  in  the  Pr ivate  Sec torouth  in  the  Pr ivate  Sec torouth  in  the  Pr ivate  Sec torouth  in  the  Pr ivate  Sec torouth  in  the  Pr ivate  Sec tor

The pr ivate sector wi l l  be much more broadly based, with new enterpr ises having emergedThe pr ivate sector wi l l  be much more broadly based, with new enterpr ises having emergedThe pr ivate sector wi l l  be much more broadly based, with new enterpr ises having emergedThe pr ivate sector wi l l  be much more broadly based, with new enterpr ises having emergedThe pr ivate sector wi l l  be much more broadly based, with new enterpr ises having emerged
to take advantage of  an env i ronment  that  encourages and rewards  ent repreneursh ip  andto take advantage of  an env i ronment  that  encourages and rewards  ent repreneursh ip  andto take advantage of  an env i ronment  that  encourages and rewards  ent repreneursh ip  andto take advantage of  an env i ronment  that  encourages and rewards  ent repreneursh ip  andto take advantage of  an env i ronment  that  encourages and rewards  ent repreneursh ip  and
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significant portion of its holdings in many public sector enterprises. It also has corporatised
air l ine and postal services, telecommunications and media services, and the commercial
operation of power utilities. Foreign Direct Investment and trade regimes have been liberalised
to a great extent and extensive reforms undertaken in the financial sector; these include the
establishment of a stock exchange, liberalisation of interest rates and the removal of foreign
exchange restrictions on current account payments and transfers.  To create an enabling and
business-friendly environment that stimulates private sector development, many relevant legal
instruments have been enacted and appropriate trade and industrial policies adopted.  All
these efforts are directed toward the long-term objective of the Royal Government gradually
withdrawing from all commercially viable areas of economic activity to focus on the provision of
social services and basic infrastructure.

In view of limited data, it is difficult to provide a complete picture of the size, structure,
coverage and overall composition of the private sector in Bhutan. Its GDP share is less than 50 %,
with the construction sector contributing nearly one-fifth of GDP. Nonetheless, much of the GDP
share actually derives from public sector-driven infrastructural development in hydropower and
roads. The formal private sector has on average provided only between 7 and 8% of total
national revenue in the last five years. Various estimates of employment in the private sector
range from 1 to 8% of the population, with differences largely arising from whether informal
sector employment is included or excluded.

As of mid-2003, a total of 32,035 licenses had been issued for commercial activities. These
included 17,725 trade licenses, 9,102 construction contractor licenses, 4,478 service-based
licenses and 730 licenses in manufacturing [See Table 6.1]. Based on the significant growth in
the number of licensed private sector enterprises, private sector activity can be judged to have
expanded quickly in the last five years, most of it in construction and services. However, more
than 90% of licensed commercial entities are micro and small enterprises, with only a handful
of medium-sized enterprises. Even so, the latter accounts for the major share of the private
sector’s business turnover and revenues.

Table 6.1  Licensed Business Establishments in Bhutan Licensed Business Establishments in Bhutan Licensed Business Establishments in Bhutan Licensed Business Establishments in Bhutan Licensed Business Establishments in Bhutan

19981998199819981998  1999 1999 1999 1999 1999 20002000200020002000 20012001200120012001 20032003200320032003

Manufacturing 447 486 523 569 730

Construction 1,874 2,308 2,606 4,270 9,102

Services 2,530 2,922 3,281 3,773 4,478

Trade 7,045 10,947 11,724 12,455 17,725

TotalTotalTotalTotalTotal 11,89611,89611,89611,89611,896 16,66316,66316,66316,66316,663 18,13418,13418,13418,13418,134 21,06721,06721,06721,06721,067 32,03532,03532,03532,03532,035

Source: Department of Industry, Ministry of Trade and Industry
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M a n u f a c t u r i n gM a n u f a c t u r i n gM a n u f a c t u r i n gM a n u f a c t u r i n gM a n u f a c t u r i n g
The manufacturing sector may be broadly categorised into forest, agro and mineral based
industries, which collectively contributed 7.2% of GDP in 2002. The sector has stagnated since
1996, when its share of GDP had reached a high of 12.1%. With the establishment of the only
major industrial venture initiated by the private sector in the last decade, although there has
been modest growth in the size of many small and medium manufacturing enterprises, the
employment of nationals in the sector has doubled, from 3,058 in 2001 to 7,560 in 2003. In
the context of overall industrial development, however, growth in the manufacturing sector has
been the most modest.

Lack of relative progress in the expansion of the manufacturing sector is mainly attributed to the
lack or high cost of investment capital to start up industrial ventures, as well as the lack of
appropriate industrial infrastructure. This is compounded by low economies of scale, high cost of
raw materials, distance from markets and low labour productivity, all of which significantly
affect the private sector’s competitiveness. Stringent environmental considerations have also
affected some sub-sectors’ output and productivity, most notably the ban on the export of timber
and semi-finished wood products.

Forest-based industries consist mainly of small sawmills and furniture making units, which
enjoy a modest level of value addition. The scale of mechanisation in the sub-sector is minimal;
it is essentially labour-intensive. However, the sub-sector has been identified as a potential
area where the country enjoys significant comparative advantages. Realisation of the potential
of wood-based industries will depend on how effectively the key challenges of enhancing the
economies of scale, balancing environmental concerns, improving poor-quality design skills
and raising extremely low productivity outputs are addressed.

Agro-based industries in Bhutan consist mainly of fruit processing and alcoholic beverage
production units. These two sub-sectors account for the largest share of turnover and employment
in the manufacturing sector and are primarily export-oriented.  Expatriate labour accounts for a
large share of employment in both fruit processing and alcoholic beverage factories, since
labour costs are critical to the viability and export competitiveness of these enterprises. Other
agro-based industries consist mostly of cottage and small-scale enterprises that cater essentially
to domestic market needs. These include bakery, dairy and meat products, and traditional
medicine, areas distinctly characterised by higher employment of nationals.  Notable constraints
of the agro-based industries relate to the high cost of raw materials, logistical difficulties, low
labour productivity, low levels of technology, inadequate quality standards, poor management,
marketing and export market development capabilities, and weak product diversification and
innovation. A particular area identified as having tremendous potential for development is
organic agro-production and high-value niche agro-products for export, such as tradit ional
medicinal herbs. The main challenges in developing this potential lie in the industry’s ability
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to gain appropriate accreditation and certification, secure markets and maintain strict, high-
quality control measures.

The mineral-based industries sub-sector consists of a very small number of enterprises, mostly
engaged in the production of cement and chemicals. However, the sub-sector accounts for close
to half of all employment and production output of the manufacturing sector as a whole,
comprising three of the five largest private sector corporations in the country. As with other
manufacturing sub-sectors, a large majority of employment is taken up by expatriate workers
who provide critical low-cost labour inputs. The latter has assumed an even more important
production factor in view of the dumping of chemical products in Bhutan’s export markets,
which have depressed prices and lowered profitabil ity, reducing opportunities to establish
additional mineral-based industries.

In  add i t ion  to  fo rma l  manufac tu r ing  ente rp r i ses ,  seve ra l  non - c lass i f i ed  and in fo rma l
manufacturing enterprises exist, a large number of which are home-based on local handicraft
and textile production. Although output and employment data for the latter are not available,
they are known to be significant as they provide a secondary source of employment and
supplementary income for many households. This category of mainly self-employed and home-
based enterprises also enjoys a high level of value addition and most notably is not dependent
on expatriate workers.

CCCCC o n s t r u c t i o no n s t r u c t i o no n s t r u c t i o no n s t r u c t i o no n s t r u c t i o n
The construction sector represents the fastest growth area for the national economy and the
private sector. Over the last decade, the sector has grown robustly, and its share of GDP has risen
from 6.7% in 1991 to 19.9% in 2003. This is further evident from the remarkable growth of
construction license registrations, which doubled between 2001 and 2003 and have increased
more than fourfold since 1998. However, employment of nationals in the construction industry
has grown more modestly, from 5,592 in 2001 to 7,770 in 2003, given that the sector
provides employment to a very large number of expatriate workers. Indeed, most of the 32,000
registered expatriate workers are engaged as construction labourers to cater to the rapid growth
in private construction and public infrastructure. Thus, the construction sector is highly labour-
intensive but so far has offered limited prospects for the employment of nationals, particularly
educated youth, as construction work is widely regarded as a low-status job, in addition to
being poorly paid and entailing physical hardship. The lack of adequate mechanisation of the
construction sector is therefore viewed as a major constraint, the removal of which is expected
to enhance labour productivity, create more desirable jobs for nationals and reduce dependence
on expatriate labour.

S e r v i c e sS e r v i c e sS e r v i c e sS e r v i c e sS e r v i c e s
Tourism in Bhutan is a vibrant growth industry that has been rapidly expanding, with the
exception of 2001 and 2002, when tourist arrivals and revenue declined. International tourist
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ar r i va l s  in  2004 reached 9,249,  w i th  fo re ign
exchange revenues of US$12.5 million. Tourism now
ranks as the second-largest revenue generator after
hydropower and is the largest foreign exchange
earner, followed by the national air l ine, Drukair,
another tourism-linked business sector. These figures
also do not include tourists from India, who do not
pay hard currency. They are estimated at more than
15,000 arrivals a year. Nor does it include sources
of indirect revenue generation from tourism spin-off
activities and air travel.

While employment data for the sector are sketchy,
direct employment is estimated to have tripled, from

less than 1,000 in 1998 to more than 3,000 now. The number of licensed tour operators also
increased from 35 in 1998 to 165 at present. The sector further provides seasonal employment
to many more workers in both urban and rural communities and offers spin-off employment
benefits and income generation for the handicrafts and transport industries. Applying the sector’s
well-known employment multiplier effect, it is estimated that the industry provides direct and
indirect employment to around 9,000 Bhutanese workers. Tourism is thus among the largest
employers in the formal private sector.  Given that the full potential of the industry has yet to be
realised, the sector offers significant future prospects to enhance the employment of national
workers, and youth in particular.

Several key challenges need to be addressed in order to strengthen and sustain high- value
tourism. These challenges relate to inadequate tourism infrastructure and services, l imited
tourism products and activities, high seasonality, and weak tourism marketing. Ongoing efforts
directed at expanding air services, upgrading the quality of hotel accommodation and services,
diversifying and expanding tour programmes and activities, and implementing more active and
creative tourism marketing campaigns must be strengthened and guided by a comprehensive
tourism master plan.

P r omo t i ng  Su s t a i n ab l e  Emp l oymen t  G r ow th  i n  t h e  P r i v a t e  Se c t o rP r omo t i ng  Su s t a i n ab l e  Emp l oymen t  G r ow th  i n  t h e  P r i v a t e  Se c t o rP r omo t i ng  Su s t a i n ab l e  Emp l oymen t  G r ow th  i n  t h e  P r i v a t e  Se c t o rP r omo t i ng  Su s t a i n ab l e  Emp l oymen t  G r ow th  i n  t h e  P r i v a t e  Se c t o rP r omo t i ng  Su s t a i n ab l e  Emp l oymen t  G r ow th  i n  t h e  P r i v a t e  Se c t o r

The objective of generating employment growth in the private sector has been broadly addressed
through measures intended to promote private sector development. The faster growth, expansion
and deve lopment  of  the pr ivate sector  i s  log ica l ly  expected to  t rans la te d i rec t ly  and
commensurately into increased employment opportunit ies for both youth and adults. The
Committee for Private Sector Development’s (CPSD) report on Recommendations for Creation
of Gainful Employment in the Long Run by the Private Sector, along with the Bhutan Private

Source : Department of Tourism
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Sector Survey (BPSS) report, provides numerous suggestions to enhance employment growth
through expansion of the private sector, which are briefly summarized below. The Royal
Government has already taken action with regard to several of these recommendations. The
promotion of youth entrepreneurship and self-employment as strategic activities to ease youth
unemployment is also elaborated in detail.

P o l i c y  E n v i r o nmen tPo l i c y  E n v i r o nmen tPo l i c y  E n v i r o nmen tPo l i c y  E n v i r o nmen tPo l i c y  E n v i r o nmen t
Even as significant efforts have been made toward creating a private sector-friendly policy
environment, several reports strongly emphasise the need for more meaningful improvements.
The above-mentioned reports, which largely reflect the views of the private sector, indicate the
need for a clear, consistent and transparent policy environment to promote private sector
development. In this regard, the formulation of a comprehensive private sector development
strategy that takes into consideration practical implementation issues is deemed essential. A
need also exists to develop a specific private sector employment strategy that will focus on
approaches to enhance the creation of quality employment for nationals.

A critical concern of the private sector relates to the need for the sector to maintain its competitive
edge through cost-effective labour inputs. Many private sector firms interviewed for the BPSS
cited the cost of labour as a significant factor affecting their competitiveness. The report further
emphasises that the policy trend to reduce the expatriate labour force could undermine the
competitive edge that Bhutanese industries enjoy, seriously affecting their sustainability.  This
is a relevant concern since Bhutanese private enterprises export and import from highly
competitive regional markets, where cheap labour and large economies of scale give a huge
comparative advantage to their competitors. The report strongly recommends the private sector
be allowed to retain the labour advantage and that expatriate labour be reduced only after
careful consideration of productivity enhancements in the local workforce. In its own report, the
CPSD broadly supports this position.

The private sector stresses the need for a proper review and liberalisation of existing labour
policy to facilitate expatriate labour recruitment that addresses the labour shortage and seasonal
requirements. This is not expected to reduce employment for Bhutanese, but rather, to increase
their long-term employment prospects through the expansion of industrial enterprises that
depend initially on cost-effective expatriate labour.  For instance, in areas where local labour
is not available or insufficient, it is suggested that administrative procedures necessary for
employing expatriate labour be simplified. Because many Bhutanese industries in border areas
are critically dependent on nearby expatriate labour, the CPSD has espoused allowing day
workers to ease labour constraints.  Other suggestions include revision of labour sanctions on
the basis of needs, scope and value of construction work; the introduction of employment visas
to regularise and streamline employment of the relatives of expatriate workers; and the
facilitation of visas for business visitors from abroad.
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F i s c a l  P o l i c y  I n c e n t i v e sF i s c a l  P o l i c y  I n c e n t i v e sF i s c a l  P o l i c y  I n c e n t i v e sF i s c a l  P o l i c y  I n c e n t i v e sF i s c a l  P o l i c y  I n c e n t i v e s
In 2002, the Royal Government provided a package of tax holidays and other incentives to
stimulate business development and employment generation. These included three-year tax
holidays for all newly established manufacturing industries and information technology and
vocational training institutes, and five to seven year tax holidays for hotels, schools and auto
workshops and for newly established manufacturing industries in interior regions. The package
also included the exemption of corporate and business income taxes on the convertible currency
earnings of manufacturing industries, IT services and agriculture produce exports, as well as the
abolition of export taxes on cash crops. Other incentives included allowing corporations to
reinvest 20% of their profits, abolishing the salary limit for corporations, and sales tax exemptions
for particular industries.

In addition to the package of tax incentives provided, the CPSD has recommended that similar
incentives be expanded to other business areas, particularly those with potential to generate
employment. These include the reduction of sales taxes on vehicles such as trucks, taxis and
tourism buses, which cater to business needs and are an important avenue for self-employment.
It was further proposed that sales tax exemptions be allowed for the import of construction
materials and equipment for industrial ventures, which would help lower investment costs and
improve their viability.

The recommendations also include the need to explore the possibilities of refunding excise
duties on industrial purchases by private sector enterprises, removing double taxation on trade
goods through appropriate agreements with trade partners, and establishment of Phuentsholing
as a tax-free zone. However, the CPSD report acknowledges the need to study these proposals
in greater detai l and consider al l ramifications. The employment generation potential for
nationals is an important consideration.

F i n a n c i a l  S e c t o r  R e f o rmsF i n an c i a l  S e c t o r  R e f o rmsF i n an c i a l  S e c t o r  R e f o rmsF i n an c i a l  S e c t o r  R e f o rmsF i n an c i a l  S e c t o r  R e f o rms
Access to capital has been identified as a major constraint for the private sector. To reduce this
constraint, the financial sector may need to introduce several reforms to promote and support
the growth of enterprises. Important suggestions forthcoming from the private sector include
proposals to reduce high banking transaction charges; promotion of competitive interest rates
based on client credit rating systems; scaling down of high collateral requirements for loans;
assessing valuation of collateral assets based on true market value; increasing the limit of
consortium funding; and providing adequate foreign exchange for the import of raw materials.
A keen need is also felt in the private sector for financial institutions to introduce innovative
financing mechanisms and to strengthen in-house expertise to participate more effectively in
projects. To further enhance the availability of finances for local businesses, it was suggested
that the country’s financial institutions be discouraged from making fixed deposits overseas.
Several recommendations are in the process of being implemented.
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I n f r a s t r u c t u r e  De v e l o pmen tI n f r a s t r u c t u r e  De v e l o pmen tI n f r a s t r u c t u r e  De v e l o pmen tI n f r a s t r u c t u r e  De v e l o pmen tI n f r a s t r u c t u r e  De v e l o pmen t
While the BPSS does not consider infrastructure development a major constraint with the
exception of transport infrastructure, the CPSD report says the general and business infrastructure
is ‘grossly inadequate’ and identifies it as a significant constraint to private sector development.
The CPSD report strongly recommends the expansion and widening of road networks, particularly
the north-south highways; the improvement of air services for passengers and commercial cargo
transport; the mechanisation of construction activities; and the development of rural and farm
infrastructure.

Expanded mechanisation of construction activities may appear to discourage employment but it
is expected to reduce the construction sector’s vulnerability to labour shortage, while creating
higher-quality blue-collar employment opportunities that Bhutanese youth would be inclined
to take up. The development of rura l  inf rast ructure through improved road access and
mechanisation of farming, meanwhile, is expected to promote the rural market economy and
reduce the hardship of farm work. This would presumably attract young people and youth
entrepreneurs to farm and off-farm enterprises, thus stimulating both income and employment
generation.

I n d u s t r i a l  S e c t o r  D e v e l o pmen tI n d u s t r i a l  S e c t o r  D e v e l o pmen tI n d u s t r i a l  S e c t o r  D e v e l o pmen tI n d u s t r i a l  S e c t o r  D e v e l o pmen tI n d u s t r i a l  S e c t o r  D e v e l o pmen t
The private sector views licensing requirements for commercial activities as having too many
cumbersome formalities that tend to discourage the start-up of new enterprises. The CPSD has
recommended that the licensing procedure be reviewed and simplified to the extent possible,
including de-linking endorsements from licensing. It also has been suggested that the role of
regional trade offices be reoriented to promote and support local businesses, rather than simply
functioning primarily to renew business licenses. In addition, increasing the license period to
three years could reduce the workload of renewing business licenses and ease the process for
the private sector. The appointment of economic officers in dzongkhags (districts) to promote
business growth and the development of the local private sector is also regarded as essential;
this needs to be implemented as reflected in planned activities. Lastly, the CPSD report strongly
recommends an expeditious effort towards building business infrastructure support such as
planned industrial estates in various towns and a dry port in Phuentsholing.

P r omo t i n g  TP r omo t i n g  TP r omo t i n g  TP r omo t i n g  TP r omo t i n g  To u r i s mo u r i s mo u r i s mo u r i s mo u r i s m
Tourism development is viewed as strategic to enhance employment in the private sector. The
CPSD report identifies several issues that require urgent policy attention to develop the tourism
indust ry and generate s igni f i cant employment opportuni t ies.  Improvements in av iat ion
infrastructure and management have been suggested, which include the development of an
all-weather airport, expansion of the national carrier, introduction of new air routes, increasing
flight frequency during peak tourism seasons, and the adoption of a more efficient and practical
airline scheduling and reservation system. The CPSD also recommends studying the possibility
and practicalities of allowing foreign airlines to operate in the country.
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The promotion and marketing of the country as a tourism destination has been regarded as
essential to augment tourist arrivals, while still adhering to the high-value tourism policy. In
view of the high costs for tour operators and their financial constraints in marketing, the CPSD
report points out the need for financial support for these activities from the Royal Government.
The reconstitution of the Tourism Development Committee into a National Tourism Promotion
Board, with a mandate to focus on marketing and promoting Bhutan as a tourism destination,
has also been proposed. Expansion of familiarisation tours for foreign-based tour operators is
likewise expected to help market the country.

Additional measures proposed in the CPSD report include exemption of import duties for tourism-
related equipment and transportation vehicles  creation of a one-stop window at the Department
of Tourism for all necessary tourist clearances and allowing long-term leases on government
land for development of relevant tourism infrastructure.

Domes t i c  TDomes t i c  TDomes t i c  TDomes t i c  TDomes t i c  Tr a d e  P o l i c y  R e f o rr a d e  P o l i c y  R e f o rr a d e  P o l i c y  R e f o rr a d e  P o l i c y  R e f o rr a d e  P o l i c y  R e f o r m sm sm sm sm s
Illegal business fronting in border towns is viewed by the private sector as a major deterrent
that discourages the entry of budding entrepreneurs. While this is primarily seen as a regulatory
issue, it is also linked to the lack of access to financial resources for local small businesses. The
CPSD report recommends enhancing self-employment opportunities in the private sector by
promoting a deeper, denser dispersion of trade through the exemption of licensing for micro-
trade activities and replacement with a simple registration process. Disallowing wholesale
dealers’ engagement in retail sales has also been proposed to foster an expansion of retail
outlets.

P r omo t i n g  F o r e i g n  D i r e c t  I n v e s tmen tP r omo t i n g  F o r e i g n  D i r e c t  I n v e s tmen tP r omo t i n g  F o r e i g n  D i r e c t  I n v e s tmen tP r omo t i n g  F o r e i g n  D i r e c t  I n v e s tmen tP r omo t i n g  F o r e i g n  D i r e c t  I n v e s tmen t
The private sector has strongly emphasised the need to encourage more foreign direct investment
to broaden employment and training opportunities, promote the transfer of technology and
skil ls, and deepen the economic and revenue base. FDI is also expected to benefit local
businesses through familiarisation with, and links to, export markets that represent an area of
current weakness for the private sector. The CPSD broadly advocates liberalising the foreign
investment regime to create an investor-friendly climate and specifically identifies issues of
access to land for foreign investors as a critical constraint.

The BPSS recommends the active encouragement of potential ly high-impact FDI ventures,
particularly in the early phase of implementation. Wood and wood-based industries, agro-
processing industries, tourism and IT have been identified as key potential areas for FDI ventures.
In addition to an FDI Act that is to be enacted, the study suggests it is necessary to formulate
supporting regulations to complete the legal and policy framework for promoting foreign
investment. The need for a proactive FDI promotion strategy and development of the necessary
capacity for investment promotion are regarded as immediate priorities to stimulate foreign
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investment inflows, since the country is a virtual unknown as an investment destination.  Given
the intense global competition for FDI, the study further highlights the need to reconsider
existing limitations on foreign equity ownership at a 70% ceiling and the remittance of profits
and dividends.  Adopting more favourable taxation guidelines for foreign investment enterprises
is another important consideration the study suggests. The stipulation of a minimum investment
or  p ro jec t  s ize,  par t i cu la r ly  fo r  the IT  and agro - indust ry  sectors ,  requ i res  rev iew and
rationalisation, since these are likely to attract mostly small-scale investments.  Other important
recommendations include providing fiscal incentives to encourage foreign investment enterprises
to train national staff, thus accelerating localisation without affecting their operational efficiency;
ensuring adequate access to foreign exchange for relevant imports by foreign investment
enterprises and setting up a monitoring and evaluation system to allow for a periodic review of
the FDI regime.

P r omo t i n g  Sma l l - S c a l e  B u s i n e s s e s  a n d  S e l f - Emp l o ymen t  V en t u r e sP r omo t i n g  Sma l l - S c a l e  B u s i n e s s e s  a n d  S e l f - Emp l o ymen t  V en t u r e sP r omo t i n g  Sma l l - S c a l e  B u s i n e s s e s  a n d  S e l f - Emp l o ymen t  V en t u r e sP r omo t i n g  Sma l l - S c a l e  B u s i n e s s e s  a n d  S e l f - Emp l o ymen t  V en t u r e sP r omo t i n g  Sma l l - S c a l e  B u s i n e s s e s  a n d  S e l f - Emp l o ymen t  V en t u r e s
Small and cottage enterprises are widely regarded as key economic and employment stimulators,
and promoting their development remains a strategic objective of the country’s industrial plan.
They are particularly relevant for youth employment, since they can act as business incubators
that  s ign i f i cant ly  enhance p rospec ts  fo r  youth  ent repreneursh ip  and se l f -employment
opportunities.

In its report, the CPSD stresses the need to develop an active policy strategy, a plan of action
and concrete proposals to help promote the growth of small and cottage enterprises. Expediting
detailed investment opportunity studies for all districts to help identify feasible enterprises is
seen as a critical first step. The CPSD report further indicates the importance of creating appropriate
financing and support mechanisms for establishing enterprises that are deemed viable, given
that such ventures often fail because they lack these vital ingredients.

The policy focus of developing small and cottage enterprises in Bhutan has a strong rural
dimension. More than their urban or semi-urban counterparts, small-scale rural enterprises are
strongly affected by market access and linkages, poor access to raw materials, low productivity
and economies of scale, high labour and product marketing costs, packaging and quality
standards issues. The long-term sustainability of rural enterprises will depend on progress in
addressing these diverse challenges.

YYYYYou t h  E n t r e p r e n eu r s h i po u t h  E n t r e p r e n eu r s h i po u t h  E n t r e p r e n eu r s h i po u t h  E n t r e p r e n eu r s h i po u t h  E n t r e p r e n eu r s h i p
Among youth who are unemployed or underemployed or who may be economically inactive,
many possess the potential to become self-employed entrepreneurs. Already, an increasing
number of Bhutanese youth start up small businesses each year, although they represent only a
fraction of those seeking paid employment. Youth entrepreneurship has not received meaningful
policy attention or support so far. A real need exists to actively promote and support youth
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entrepreneurship, because it can help generate quality self-employment for many young people.
In turn, this can potentially create more employment for others.

The following section traces some of the difficulties and constraints that Bhutanese youth face
in establishing their businesses and outl ines particular areas of support. Several of these
suggest ions have been drawn from discuss ions at meet ings and seminars of the Youth
Employment Summit (YES) network chapter of Bhutan. They also draw on the recommendations
by the CPSD for the creation of gainful employment in private enterprises, oriented with a
specific youth perspective.

 Box 6.1

Ngawang  Choden ’ s  S t o r yNgawang  Choden ’ s  S t o r yNgawang  Choden ’ s  S t o r yNgawang  Choden ’ s  S t o r yNgawang  Choden ’ s  S t o r y
Ngawang Choden is a 23-year-old young woman from Khaling in eastern Bhutan, currently
living with a cousin in Thimphu. She has been unemployed ever since she dropped out
from Class X. She attended and completed a nine-month computer and management course
and also participated in a youth exchange programme in the Netherlands. She has not
actively sought employment, as the few jobs she interviewed for in the private sector did
not pay enough. Ngawang’s perspective on her employment situation is that it is far better
to be self-employed than to have to work extremely hard for someone else without adequate
remuneration. She chose to take up a training opportunity in South Korea to become a
baker.

On her return in 2004, Ngawang attended the first Basic Entrepreneurship Course for
youth. Following this, she applied for a loan from a financial institution to set up a bakery
in Thimphu. In view of the significant costs for the imported equipment, the loan amount
sanctioned was not enough, but she was promised additional funds once the bakery unit
was established. Ngawang is presently deliberating whether to purchase the equipment
from India, as it is a more cost-effective alternative. However, had there been enough
funds available, she would have preferred to import the equipment she had been trained
on. She remains unemployed and spends most of her time helping out with her cousin’s
household chores and activities.  Should her attempt to start her own business not succeed,
she has decided that a viable option would be to seek employment as a junior baker or
apprentice in one of the recently established luxury resorts in the country. This, she says,
would allow her to gain practical work experience and additional skills while also earning
seed money to ultimately pay for her own small bakery.
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i )  A c c e s s  t o  F i n an c ei )  A c c e s s  t o  F i n an c ei )  A c c e s s  t o  F i n an c ei )  A c c e s s  t o  F i n an c ei )  A c c e s s  t o  F i n an c e
Securing financing for business ventures is a concern for all new businesses, but it is a major
constraint for youth. The financing of young entrepreneurs by financial institutions is regarded
as a high-risk investment, since youth often do not have the assets required for collateral nor
the necessary credit guarantees. Most youth are also viewed as possessing little business
experience, knowledge and skills. Even when financing is considered, the amounts sanctioned
are small and often inadequate to cover establishment and other start-up costs.

Providing adequate access to finances for youth would vastly improve their prospects to become
successful entrepreneurs. To ease this constraint, the Royal Government recently initiated the
Credit Guarantee Scheme (CGS) for youth entrepreneurs in collaboration with the Bank of
Bhutan and Bhutan National Bank. [See Box 6.2].

While the CGS represents an important start, the scheme’s scope, capacity and reach is presently
limited and must be expanded if it is to have any significant impact.  It would also be beneficial
if other ‘soft’ and more flexible loan schemes were introduced and wide awareness created

  Box 6.2

The Credi t  Guarantee SchemeThe Credi t  Guarantee SchemeThe Credi t  Guarantee SchemeThe Credi t  Guarantee SchemeThe Credi t  Guarantee Scheme
The Credit Guarantee Scheme (CGS) is a collateral-free small business loan that has recently
been made available for Bhutanese entrepreneurs aged 18 to 30 to start up a business venture.
Under the scheme, the Royal Government, in partnership with the Bank of Bhutan and the Bhutan
National Bank, guarantees the business loan and shares the financial risk at the ratio of 60:40.

To receive this loan, youth must participate in the Basic Entrepreneur Course, a four-week programme
that covers the basics of entrepreneurship and small business management skills and knowledge.
Other criteria include having being trained in a particular vocational or traditional craft, with the
business initiated being based on that skill.

The CGS loans provided by the two banks extend to Nu. 2,00,000, although after the start-up of
the business an additional Nu. 1,00,000 may be given if required. While normal interest rates
apply, efforts are being explored to reduce them and bring them to par with the lowest interest
rates offered by the financial institutions. The banks also carefully vet the CGS youth entrepreneur
loan proposals and only approve loans after they are assured of a schemes’ economic viability.

Since the inception of CGS in 2004, only seven youth entrepreneurs have availed of the loans
and established small enterprises, in areas such as incense making, metal fabrication, tailoring
and embroidery, traditional footwear and hair styling. It is envisaged that the numbers of youth
participating will increase significantly as more become aware of the opportunity.
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among youth about their availability. In order to further encourage banks to expand similar
micro-credit initiatives for youth entrepreneurs, appropriate incentives in the form of tax credits
and suitable recognition awards may be required.

Critically, the facilitation of finances for youth businesses needs to be complemented with
adequate entrepreneurship training and strong business support and guidance. These inputs
could improve the success rate of businesses initiated by youth entrepreneurs. In turn, this could
determine the prospects for more youth engaging in entrepreneurship and influence their
future access to finances and additional support measures.

i i )  E n t r e p r e n eu r i a l  Ti i )  E n t r e p r e n eu r i a l  Ti i )  E n t r e p r e n eu r i a l  Ti i )  E n t r e p r e n eu r i a l  Ti i )  E n t r e p r e n eu r i a l  Tr a i n i n g  a n d  Sk i l l s  D e v e l o pmen tr a i n i n g  a n d  Sk i l l s  D e v e l o pmen tr a i n i n g  a n d  Sk i l l s  D e v e l o pmen tr a i n i n g  a n d  Sk i l l s  D e v e l o pmen tr a i n i n g  a n d  Sk i l l s  D e v e l o pmen t
The development of business and entrepreneurial knowledge, attitude and skills for aspiring
youth entrepreneurs is essential if they are to succeed in their enterprises. Unfortunately, the
school system in Bhutan still does not have a curriculum that imparts and inculcates these
relevant attributes. As such, many of the educated young people who aspire to be self-employed
entrepreneurs are already at a considerable disadvantage. Moreover the lack of a vibrant
commercial culture has largely precluded transmission of a business- relevant education through
informal learning from one’s family or community.

The education curriculum at all levels would benefit from modifications that cater to such
entrepreneurial skills and knowledge, which are crucial in a modern economy. Inculcating an
entrepreneurial spirit and honing such skills beginning in the school environment would be
useful not just for those who go on to become entrepreneurs, but also for those who go into
other professions. An inherent bias in the system educates and orients children and youth
toward salaried employment. With the changing reality of employment prospects in the country,
schools and educational institutions must equally prepare their students for self-employment
and entrepreneurship career options, and must make known the significant prospects that exist.

Special ised training programmes to help develop these much-needed entrepreneurial and
business skil ls would benefit youth entrepreneurs immensely. Under the Entrepreneurship
Promotion Centre (EPC), several entrepreneurial training programmes have been conducted
since 1990. However, these were not specifically targeted to youth. In 2004 the Small Business
Resource Centre (SBRC) was established under the EPC to implement basic entrepreneurial
training for youth [See Box 6.3] and provide mentoring and support services.

The youth entrepreneurial training programme, as with the CGS, could benefit from greater
media coverage and stronger advocacy to enhance its awareness among youth. The lack of
widespread awareness about the course among the intended beneficiaries severely diminishes
its potential reach.
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With the recent significant rise in rural unemployment levels, and considering the strong policy
emphasis on stimulating off-farm rural enterprises, similar youth entrepreneurship courses can
be made available in rural areas by a mobile training team from the EPC or Dzongkhag
business incubator units. This will facilitate the increased participation of rural youth, who
otherwise may be excluded given the costs of coming to Thimphu. The course content may also
need to be fine-tuned to suit the local context and a degree of flexibility could be included in
considering eligibil ity.

i i i )  B u s i n e s s  S uppo ri i i )  B u s i n e s s  S uppo ri i i )  B u s i n e s s  S uppo ri i i )  B u s i n e s s  S uppo ri i i )  B u s i n e s s  S uppo r t  f o r  Yt  f o r  Yt  f o r  Yt  f o r  Yt  f o r  You t h  E n t r e p r e neu r so u t h  E n t r e p r e neu r so u t h  E n t r e p r e neu r so u t h  E n t r e p r e neu r so u t h  E n t r e p r e neu r s
The extent and quality of business support available for young entrepreneurs may be the vital
difference between success and failure of an enterprise, particularly in the initial few years
af ter  the s tar t -up.  The va luable lessons learnt  f rom the Ent repreneur ia l  Development
Programmes (EDP) strongly reflect the need for close business monitoring and advisory inputs.
Such post-training and business support services, particularly guidance and mentoring, are
likely to be even more pertinent in the context of youth entrepreneurs, given their relative
inexperience. For instance, the youth entrepreneurship experience in many countries reflects a
better entrepreneurial performance record for those youth who participated in programmes
that had effective mentoring components.

 Box 6.3

The Bas ic  Ent repreneursh ip CourseThe Bas ic  Ent repreneursh ip CourseThe Bas ic  Ent repreneursh ip CourseThe Bas ic  Ent repreneursh ip CourseThe Bas ic  Ent repreneursh ip Course
The Basic Entrepreneurship Course (BEC) is a training programme offered by the Small Business
Resource Centre (SBRC) for youth entrepreneurs in conjunction with the CGS financing scheme.

The two-week course provides the basics of entrepreneurship and small business management
skills and knowledge. It supplements the specific vocational training that the youth entrepreneurs
have already undertaken. Youth are taught the fundamentals of establishing and running a
small business, including the basic aspects of marketing and financial management. The youth
also learn how to prepare simple business plans and project proposals. While core instructors
provide the theoretical underpinning of the course, this is considerably enriched by the
participation of guest speakers from the private sector, who share with participants their real-
world business experience and practical insights. Feedback from participants indicates this is
one of the most useful aspect of the course.

The first BEC was conducted in spring 2004 with 18 candidates. Following positive feedback
from the first batch of participants, the SRBC plans to organise two courses each year instead of
one and to conduct refresher sessions.
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The SBRC, which conducts the Basic Entrepreneurial Course, is responsible for providing small
business support and mentoring services for Bhutanese youth entrepreneurs. The two participating
banks are also available in principle to provide counseling and post-training business services
for youth clients. In reality, the small business support that is so critical for youth entrepreneurs
remains a weak link. Areas that need strengthening are briefly reviewed below.

Mentoring and counseling activities could be powerfully reinforced through the involvement of
in te res ted,  exper ienced bus iness  peop le  f rom appropr ia te  backgrounds  to  he lp  youth
entrepreneurs through the crucial phases of establishing their businesses. Mentors would provide
practical business advice and function as sounding boards for discussing business strategies.
This would complement what backup support both the SBRC and lending banks offer and , more
importantly, would provide young entrepreneurs with much-needed intimate knowledge of a
particular business and would offer helpful contacts. These are aspects that neither the banks
nor the trainers of the SBRC may be able or be inclined to provide.

The SBRC’s function of providing business support services mainly for its trainees necessarily
excludes a very large number of youth entrepreneurs who do not participate in its entrepreneurship
programme. An equal need exists to further improve the quality of the business support services
and expand them to all youth entrepreneurs. This is severely hampered by the limited staff,
facilities and in-depth professional experience at the Centre. Institutional strengthening and
development of human resources of the SBRC would thus go a long way towards improving the
quality, scope and reach of the small business support services it provides.

Finally, business support can also include financial incentives provided by the Royal Government
to encourage youth to engage in entrepreneurship. The tax policy and regulations currently do
not offer any preferential tax treatment for youth-based enterprises. Allowing a tax holiday in
the start-up years for small enterprises begun by youth would benefit and encourage young
entrepreneurs. To avoid possible misuse of this incentive, it could initially be linked with the
SBRC’s entrepreneurship t ra in ing and the Credi t  Guarantee Scheme, then expanded as
appropriate checks and balances are developed.
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Chapter 7

Enhancing youth
employability through
education and vocational training
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   ven as unemployment levels among youth are gradually rising, there has been a strong
demand in Bhutan’s labour market for  sk i l led workers and those with market - re levant
educational attainments.This presents a paradoxical situation where youth unemployment co-
exists with chronic labour shortages. It also gives rise to a situation of a segmented, almost
dualistic, labour market, based on differential wage levels and expectations, as well as a gap
between skill requirement and existing manpower availability. Many early school leavers who
enter the labour market each year are regarded as unemployable since they lack the skills and/
or the levels of functional literacy required. In addition, it is known that many youth choose to
remain economically inactive simply because they believe they do not have the relevant skills
to be employed.Unattractive remuneration, lack of incentives and poor working conditions are
some of the other probable reasons. This structural predicament has been widely regarded as a
major explanation for the present levels of youth unemployment even while jobs are sti l l
avai lable.

Recognising this mismatch, the Royal Government has introduced several reforms in the education
system and initiated numerous vocational and skills-based training programmes to enhance
youth employability. This is expected to provide youth with suitable opportunities to develop
ski l ls and aptitude essential in the workplace. An overview and analysis of the ongoing
educat ional ,  vocat ional  and ski l l s  development act iv i t ies geared towards improving the
employment prospects for youth is provided.

Enhanc ing  YEnhanc ing  YEnhanc ing  YEnhanc ing  YEnhanc ing  Youth  Employab i l i ty  throughouth  Employab i l i ty  throughouth  Employab i l i ty  throughouth  Employab i l i ty  throughouth  Employab i l i ty  through
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E d u c a t i o nE d u c a t i o nE d u c a t i o nE d u c a t i o nE d u c a t i o n

It is widely accepted that Bhutanese youth, even while lacking the skills or sufficient educational
attainments, strongly desire high-quality employment that pays reasonably well, is regarded
with dignity in Bhutanese society, has career growth and training prospects and enjoys some
degree of security. This is not in any way unusual or unreasonable and reflects an aspiration of
youth around the world. If these aspirations are to be realised, however, they must be realistically
matched with higher, qualitative and market-relevant education. Moreover, education has a
defining role in preparing young people for the workplace through inculcating good values and
attitudes and imparting a broad range of essential l i fe and workplace skil ls; al l have an
enormous bearing on employability and employment. Research in many other countries has
shown that education levels have a strong relevance to the ability of youth to obtain and retain
full-time employment, which translates into higher incomes, more training opportunities and
overall career prospects, including promotions. In Bhutan as well, the rise in income and reduction
in poverty have a strong correlation to educational attainment, as reflected in Chapter 3.  Thus,
higher educational attainments and the reductions in early school dropouts are important
determinants for young people’s success in the labour market.

The Bhutan 2020 Vision document urgently highlights the imperative for the education system
to respond more effectively to job market needs for the productive employment of youth. The
policy document Education Sector Strategy: Realising the Vision 2020 details strategic policy
actions to be taken to address this and other important educational concerns. Key elements of
these employment-relevant considerations are highlighted here. In particular, the vocational
education and training aspects are treated separately since they have special relevance and
often take place outside the formal school system.

Imp r o v i n g  t h e  Qua l i t y  o f  E d u c a t i o nImp r o v i n g  t h e  Qua l i t y  o f  E d u c a t i o nImp r o v i n g  t h e  Qua l i t y  o f  E d u c a t i o nImp r o v i n g  t h e  Qua l i t y  o f  E d u c a t i o nImp r o v i n g  t h e  Qua l i t y  o f  E d u c a t i o n
More than ever, a good education constitutes an essential condition to improve prospects for
youth employment and boost productivity. While the Royal Government’s core education priority
is to enhance access to basic education for all, the education strategy now includes a much
stronger emphasis on qualitative improvements at all education levels. Of the six strategic
objectives enumerated in the education sector strategy, three are directly concerned with raising
the levels of education quality, with two more indirectly linked.

Development of a highly motivated, competent teaching cadre is seen as a vital step that will
eventually contribute to significant improvements in the quality of education. To a large extent,
quality education depends on the quality of teaching and of teachers. To this end, the Royal
Government regularly appraises the qualification standards for those who undergo teacher
training. Pre-service teacher training and education programmes are periodically revised to
include pertinent subjects such as IT, agriculture, career guidance and counseling, and to
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incorporate appropriate new teaching techniques. Under the Teacher Learning Programme, the
skills, knowledge and qualifications of in-service teachers are upgraded constantly through in-
country and overseas trainings and distance education modules. This includes academic,
managerial and leadership training programmes.

Innovative, relevant teaching methods are being further incorporated where necessary to improve
the quality of instruction. For instance, a multi-grade teaching strategy has been adopted to
address the shortage of teachers in schools, particularly those in remote areas that usually have
low enrolments. Such measures are intended to ensure that education quality does not suffer
unduly and is not neglected in distant areas, where considerable educational disadvantages
already exist. To further stimulate upgrading of education quality, innovation grants for schools
are soon to be available to around 160 schools. These are expected to help advance student
achievements, develop the learning environment, and address specific constraints that impede
the delivery of quality education.

Simultaneously, the objective of quality education is being pursued through increasing the
number of teachers in schools to bolster the teacher-student ratio, and through quantitative and
qualitative improvements in school infrastructure and education facilities. The shortage of teachers
remains a critical problem, particularly in rural areas. Financial incentives need to be enhanced, in
addition to the subsidised housing and small hardship allowance that rural teachers receive.

The capaci ty of  the two teacher t ra in ing inst i tutes in the country have been enhanced
considerably, in addition to maintaining minimal standards for selected teacher trainees. As a
short-term measure, the training of teachers in regional institutes on a cost-sharing basis or
through available scholarships could be explored, as was done in the past. Meanwhile, in
expanding and improving school infrastructure to deal with increased enrolments and reduce
class size, care is being taken to rationalise expenditure of the limited resources.

While the physical learning environment remains important, education ultimately has more to
do with content. Efforts to improve the curricula and textbooks are being made, and education
content is  gradual ly being adapted towards the needs of a modernis ing economy whi le
maintaining a strong cultural orientation. A major review of the school curriculum, particularly
for the subjects of English and mathematics, is under way. IT is also being incorporated in the
curriculum.

The extent and scope for improving the quality of education is influenced by the effective
capacity for organisational self-introspection to evaluate the system’s strengths, weaknesses,
constraints and challenges. This can provide realistic assessments of what needs to be, and can
be done. Evaluation, monitoring and feedback processes can significantly augment this self-
assessment capacity. Within the education community, annual education conferences provide an
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important national forum for wide-ranging and detailed discussions; deliberations feed directly
into education policy. This is normally preceded by district-level education conferences and
internal school meetings that provide essential inputs. Besides informal interaction between
parents and teachers, engagement of parents and the community in improving education
standards is also carried out through institutional arrangements including the parent-teacher
association and school management board. Such interaction among relevant stakeholders must
continue to be strengthened and promoted.

Reducing the Numbers of Early School LeaversReducing the Numbers of Early School LeaversReducing the Numbers of Early School LeaversReducing the Numbers of Early School LeaversReducing the Numbers of Early School Leavers
Students dropping out of school early remain a significant challenge for education in Bhutan.
This has implications for potential declines in functional literacy levels, the loss of scarce
resources and, notably, premature introduction into the workforce without proper skills. As the
annual labour force surveys consistently reveal, joblessness is especially acute among early
school leavers.

The overall dropout rate has been increasing gradually, from 3.8% in 1995 to 4.29% in 2004.
In absolute terms, the number of school leavers has virtually doubled in this period, from
2,872 to 5,267. The highest percentage of school leavers occurred at Class X, with more than
one-third of students in this grade dropping out. The main academic reasons appear to be that
many students fail in the tenth standard examinations or are unable to acquire sufficient
academic marks to continue to higher secondary education. On the positive side, student survival
rates  to at least Class VIII have been improving, from 48% in 1996 to 67% in 2003. Furthermore,
indications are that girls have better chances to complete their lower secondary education
compared to boys. However, both these developments need to continue to middle and higher
secondary education.

Various studies provide additional insights into causes of school dropout, some of which lie
outside the school system. According to a study by the Ministry of Education, Status of Access to
Primary Education of the Girl Child in Bhutan, the most widespread reasons for dropping out at
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the primary level for both boys and girls were failure in examinations and refusing to go to
school. For boys, the most frequently cited reason was to join monastic schools. For girls, the
most important reason appeared to be that their help was needed at home.  The study notes
that only a marginal gender difference in the dropout rates existed, with slightly higher dropout
rates for girls.

The study further identified underlying factors responsible for leaving school early. These appear
to be mainly related to the inability to pay nominal school costs; difficulties at home; parental
attitudes that perceive a weak link between education and employment prospects; lack of
boarding facilities and school feeding; safety concerns for children traversing difficult paths and
poor quality of education. An interesting observation contained in the study is that the active
promotion of non-formal education could have the unexpected effect of increasing dropouts,
since many parents actively consider continuation of their children’s education through NFE
centres as a good substitute.

L i f e  S k i l l s  D e v e l o pmen t  a n d  C a r e e r  E d u c a t i o nL i f e  S k i l l s  D e v e l o pmen t  a n d  C a r e e r  E d u c a t i o nL i f e  S k i l l s  D e v e l o pmen t  a n d  C a r e e r  E d u c a t i o nL i f e  S k i l l s  D e v e l o pmen t  a n d  C a r e e r  E d u c a t i o nL i f e  S k i l l s  D e v e l o pmen t  a n d  C a r e e r  E d u c a t i o n
The formal curricula in schools are being changed to promote the acquisition of a broad range
of life and job skills. Life skills education, promoting lifelong learning and imparting basic
vocational skills and knowledge through vocational clubs have already been introduced and
are being strengthened. These are additionally supported by career counseling services now
available in many schools.

Efforts are being made in schools to augment the learning of valuable l ife skil ls through
integration with academic subjects as far as possible and through the scouting programme,
career counseling, vocational clubs, games and sports and other activities. So far, 1,160 peer
leaders from 47 schools have been trained to assist scoutmasters in implementing the life skills
education programme and 5,165 scouts have participated in it. The programme is also to be
expanded to all schools featuring scouting.  Meanwhile, values education is closely related to
life skills education and is being actively promoted at all levels, particularly at the secondary
level .

An important aspect of life skills education relates to the ability to learn throughout life, which
can prove invaluable for young Bhutanese in a rapidly evolving job market. As the Bhutan
2020 Vision articulates, educational institutions need to imbue in students a natural curiosity
for learning and the acquisition of new knowledge and skills that will help them in the world
of work. This will depend to a great extent on how effectively the education system can promote
a cu l tu re of  l i fe long learn ing and prov ide cont inued access  to learn ing resources and
opportunities, particularly for those who may have dropped out or never enrolled. The Royal
Government has initiated several activities intended to support l ifelong learning, including
promoting reading programmes in schools, strengthening and expanding non-formal education,
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and introducing continuing education programmes. Continued support and improvements for
these and other innovative programmes must be provided in order to enhance lifelong learning.

In addition to life skills education, basic skills education is being carried out in schools through
the school agriculture programme, basic skills training through vocational clubs [See Box 7.1],
and temporary winter employment for students.  These are intended to provide students with an
orientation to the world of work and allow for an easier transition from school to workplace.
While it is too early to assess the impact, as many of these programmes have just been introduced,
certain difficulties are already evident.

One particular aspect of career education deserves special attention. This is the need for schools
to reorient student attitudes so that they regard self-employment and entrepreneurship as
viable employment options, which may even offer better prospects than salaried employment.
This wil l need to be complemented with entrepreneurship-oriented education that fosters
appropriate skills and values at an early age.

 Box 7.1

T he  S choo l - Ba s ed  VThe  S choo l - Ba s ed  VThe  S choo l - Ba s ed  VThe  S choo l - Ba s ed  VThe  S choo l - Ba s ed  Vo ca t i o na l  C l u b  P r og r ammeoca t i o na l  C l u b  P r og r ammeoca t i o na l  C l u b  P r og r ammeoca t i o na l  C l u b  P r og r ammeoca t i o na l  C l u b  P r og r amme
Basic vocational training was introduced in several schools in 1999 through the creation of vocational
clubs. The programme was implemented to help promote interest in vocational training and careers
and to provide basic skills training. It was further intended to instill a sense of dignity and acceptance
of vocational trades and provide an opportunity for students to creatively use their leisure time. This
was seen as helping prepare students for formal vocational training or making an easier transition into
the workplace. Since the programme was initiated, 1,256 students have participated.

Fourteen schools currently hold the programme and have more than 500 active club members.
Participating schools have multi-skilled instructors, are provided with small revolving and training-cum-
production funds for club activities and are modestly equipped. The latter has been identified as a
particular constraint.

Vocational clubs provide basic orientation and skills training in carpentry, masonry, plumbing, weaving,
electrical wiring, agriculture and bookbinding. Themes of the vocational clubs can be more diverse and
are determined by the interest of students, but this is limited by equipment requirements and the
availability of qualified instructors.

Evaluations of the programme have been extremely positive and indicate that the vocational clubs are
generally successful in imparting basic skills, building students’ self- esteem and providing useful
services to the community. On the basis of these positive assessments, the Royal Government is
considering expanding the programme to all middle and lower secondary schools.
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The shortage of teachers with relevant career education backgrounds to conduct these important
life skills education and career development activities also remains a prime concern. However,
the real challenge and difficulty will lie in how successfully life skills education and relevant
basic skills are effectively integrated into the school curricula, particularly at the secondary
level, without overburdening students.

VVVVVo ca t i o na l  E du ca t i o n  and  To c a t i o na l  E du ca t i o n  and  To c a t i o na l  E du ca t i o n  and  To c a t i o na l  E du ca t i o n  and  To c a t i o na l  E du ca t i o n  and  Tr a i n i n gr a i n i n gr a i n i n gr a i n i n gr a i n i n g

The skills endowment of the Bhutanese labour force is particularly weak. Between 2001 and
2004, about 56% of the labour force had no education, including non-formal or religious
education. Even for youth, close to half of those employed were uneducated. In addition, a
common complaint about young job seekers in the private sector concerns their lack of appropriate
skil ls. While no data exist on the share of the labour force having vocational skil ls, it is
considered to be very low, particularly among youth.

The mismatch between youth skills and labour market demands is partly related to the preference
for general education over vocational education and training among youth. Traditionally, the
former has been associated with employment in the civil service, vocational education and
training did not enjoy sufficient prestige in Bhutanese society and was widely regarded as a
lesser option. Now, however, the limited intake capacities of vocational training institutes is
increasingly becoming a bottleneck, with institutes not being able to accommodate the growing
numbers of youth seeking vocational training. Questions have arisen in the private sector on the
quality of vocational training courses, as to whether or not they sufficiently reflect market
demand.

These important issues are at the heart of the Royal Government’s efforts to expand, diversify and
improve vocational education and training under the 9th Plan. In recognition of the gravity of the
youth employment situation, vocational education and training has received a much higher priority
under the current Plan period than in the past. It is increasingly viewed as a critical instrument
through which youth employability and productivity can be significantly enhanced. Numerous
activities are being implemented that are expected to equip new entrants for the labour market
with appropriate skills and expertise, an overview of which is provided below.

Strengthening the Inst i tut ional  Framework for  VStrengthening the Inst i tut ional  Framework for  VStrengthening the Inst i tut ional  Framework for  VStrengthening the Inst i tut ional  Framework for  VStrengthening the Inst i tut ional  Framework for  Vocat ional  Educat ion and Tocat ional  Educat ion and Tocat ional  Educat ion and Tocat ional  Educat ion and Tocat ional  Educat ion and Tra in ing (VET)ra in ing (VET)ra in ing (VET)ra in ing (VET)ra in ing (VET)
The Royal Government is developing and implementing a comprehensive vocational education
and training system that includes design of a vocational qualification framework, on which
modular training courses for different vocational occupations will be based. Under the national
system, the accreditation and quality assurance aspects are to be implemented and monitored
under the recently established Bhutan Vocational Qualifications Authority (BVQA).
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In addition to operationalising the national
v o ca t i o na l  q ua l i f i c a t i o n  f r amewo rk ,  a
detailed VET policy and appropriate strategic
plans of action are being drawn up. These
will further improve and expand vocational
education and training, based on the needs
of the market. Efforts are also being directed
a t  s t r e ng t hen i ng  pa r t ne r s h i p s  and
coordination among concerned stakeholders
t o  c on t i nuou s l y  upg r ade  and  f i n e - t une
vocational training programmes. In addition
t o  unde r t ak i ng  i n i t i a t i v e s  t o  s uppo r t
vocational programmes within the education system and promote the image of trade vocations,
the Department of Human Resources is implementing programmes to upgrade the aggregate
skill levels of the labour force. It is also working to increase access to vocational education and
training and to improve its quality, as detailed below.

To effectively discharge all of these responsibilities, institutional strengthening of the Department
of Human Resources is considered vital. As such, various initiatives have been undertaken to
strengthen management control systems and develop the organisation’s human resources and
capacity.

I n c r e a s i n g  A c c e s s  t o  VI n c r e a s i n g  A c c e s s  t o  VI n c r e a s i n g  A c c e s s  t o  VI n c r e a s i n g  A c c e s s  t o  VI n c r e a s i n g  A c c e s s  t o  Vo c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  Tr a i n i n gr a i n i n gr a i n i n gr a i n i n gr a i n i n g
Only a handful of vocational training institutes (VTIs) exist in the country, and these combined
have a smal l  intake capaci ty.  This great ly l imits the avai labi l i ty of  vocat ional  t ra in ing
opportunities to only a tiny fraction of youth who enter the labour market each year. Moreover,
the VTIs are severely constrained by a shortage of training instructors. Increasing access to
vocational education and training has thus become an urgent priority for the Royal Government.

Several new vocational training institutes are scheduled during the 9th Plan, ranging from
tourism to local crafts training. Intake capacities of existing VTIs have also been doubled. With
the establishment of new VTIs, the expansion of existing ones and the introduction of several
innovative vocational training programmes, it is expected that by 2007, about 4,800 trainees
will receive vocational training each year. While this represents a fourfold expansion in access,
it is still likely to be inadequate; presently, for every applicant admitted, two must be turned
away. Moreover, the demand for vocational training is expected to grow even more rapidly.

In addition to developing infrastructure for more VTIs, alternative modes of increasing access to
vocational education and training need to be explored. An option being actively promoted is to
involve the private sector and civil society to impart relevant vocational training. Several



98

privately-run IT training institutes, a driving school and a traditional crafts school have already
been established, with quality standards and accreditation to be monitored by the BVQA. The
Royal Government  is also working on developing the capacity of the private sector to deliver
vocational and education training. The recent five-year tax holiday scheme introduced to promote
vocational education and training enterprises by the private sector is an extremely positive
in i t ia t ive .  S imi la r  suppor t  measures  a re  needed to  fu r ther  expand vocat iona l  t ra in ing
implemented by the private sector.

Providing vocational education and training for Bhutanese through scholarships in regional
vocational institutes and work apprenticeship programmes overseas could prove highly feasible;
this may not be possible, however, for students learning more traditional crafts.  Overseas work
apprenticeship programmes hold special potential, as they would be highly attractive to youth.
Students would receive moderate levels of income while learning on the job, and this would
give them valuable exposure, work experience and a high level of technical skills that otherwise
would not be possible. The identification of relevant legal apprenticeship work arrangements
with selected countries such as Japan, South Korea and Singapore could be explored.

Expanding access to vocational education and training is not simply about numerical growth in
enrolment in vocational institutes, but equally about increasing its reach and relevance to
groups such as villagers, rural women and the disabled. Village skills development and special
skills development are two non-formal training programmes initiated by the Royal Government
to ensure more equitable access to vocational education and training through broadening trade
choices, providing flexible delivery modes and appropriately placing training venues.  In view
of their special importance, a description of these programmes is included in the following.

Imp r o v i n g  t h e  Qua l i t y  o f  VImp r o v i n g  t h e  Qua l i t y  o f  VImp r o v i n g  t h e  Qua l i t y  o f  VImp r o v i n g  t h e  Qua l i t y  o f  VImp r o v i n g  t h e  Qua l i t y  o f  Vo c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  To c a t i o n a l  E d u c a t i o n  a n d  Tr a i n i n gr a i n i n gr a i n i n gr a i n i n gr a i n i n g
Improving the quality of vocational education and training is to be mainly addressed through
the Bhutan Vocational Qualification Framework (BVQF). Under this framework, the development
of occupational standards, testing, certification and accreditation of vocational courses will be
carried out to maintain strict quality control of all in-country programmes. Occupational standards
and profiles for 15 occupations have been developed. As noted above, a separate body, the
BVQA, is mandated with the responsibility of monitoring and ensuring the quality and relevance
of vocational trainings.

In addition, a Skil ls Training Resource Division has been created under the Department of
Human Resources as a quality control centre to develop, disseminate, review and improve
vocational training curricula, material and training of trainers. Continual upgrading of the skills
and knowledge of vocational training instructors thus constitutes a major activity for the unit.
Seve ra l  s t a f f  i n  t he  un i t  have  a l r eady  been  t r a i ned  i n  cu r r i cu l um deve lopment  and
entrepreneurship training. The latter assumes particular importance in view of the need to
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integrate entrepreneurial knowledge and skills as part of the vocational education and training
package, since many vocational trainees are expected to start their own enterprises.

An important cr i ter ion for judging the qual i ty of a vocat ional programme relates to i ts
employment orientation. This is being pursued through a widely consultative process and
engagement of relevant stakeholders in virtually every stage of the design and development
process. Bodies that influence labour training policy, such as the Industry Training Committees,
are widely representative and include relevant experts with in-depth practical knowledge and
insight in a particular field. Promotion of private sector partnerships in vocational education
and training additionally allows for frequent interaction on training issues and facilitates the
free flow of formal and informal feedback. This is critical to making vocational education and
training more employment- oriented and relevant to market needs.

Meanwhile, a comprehensive labour market information system (LMIS) that monitors needs
and changes in the market can not only help make important labour policy decisions, but is
also  essential for developing relevant, quality vocational programmes and improving existing
ones. A small LMIS unit has recently been created in the Department of Employment and
preliminary activities are being carried out. However, the unit is short-staffed, inadequately
equipped and requires considerable support before it can initiate the activities and functions it
is expected to fulfill.

A p p r e n t i c e s h i p  TA pp r e n t i c e s h i p  TA pp r e n t i c e s h i p  TA pp r e n t i c e s h i p  TA pp r e n t i c e s h i p  Tr a i n i n gr a i n i n gr a i n i n gr a i n i n gr a i n i n g
The Apprent iceship Training Programme (ATP) was introduced in 2000 as a non-formal
programme to further promote skills development of out-of-school youth in order to mitigate
youth unemployment and ease the transition from school to workplace. This was further expected
to reduce the shortage of skilled workers in the private sector, particularly in occupations for
which no training mechanisms exist. An additional objective was to promote a wider acceptance
of such occupations.

Since 2002, 155 trainees have undergone a year’s apprenticeship in various occupational
trades with a large number of private sector enterprises. Apprentices are paid a small monthly
stipend; most are trained as computer hardware technicians, auto mechanics and small electronics
repair specialists.

An impact assessment analysis found the programme effective, relevant and cost-effective and
recommended it be expanded to include a greater number of apprentices and an increased
number of trades. The analysis conveyed that, in general, this had been a very positive experience
that provided significant benefits for apprentices and participating enterprises alike.
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The analysis further highlighted the need to improve some aspects of the programme and
raised certain issues. More than half of those trained under the ATP were employed, but no
information was avai lable on the others, the study noted. The need to maintain proper
documentation and records of apprentices and improve the selection process was highlighted.
The study further stressed the need to monitor labour market conditions to help determine new
trades to include under the programme.  The 9th Plan estimates that more than 1,500 apprentices
will be trained by 2007. However, to achieve this target and have a more meaningful impact
on alleviating youth unemployment, the programme intake must be expanded significantly. A
need exists to understand why interest is currently limited.

V i l l a g e  Sk i l l s  D e v e l o pmen tV i l l a g e  Sk i l l s  D e v e l o pmen tV i l l a g e  Sk i l l s  D e v e l o pmen tV i l l a g e  Sk i l l s  D e v e l o pmen tV i l l a g e  Sk i l l s  D e v e l o pmen t
Before 1996, rural communities and rural youth had little access to basic skills training. The
Vi l lage Sk i l l s  Deve lopment  Programme was in i t ia ted n ine years  ago to prov ide these
communities with needs-based skills training to promote income and off-farm employment
generation prospects. The programme also was intended to contribute to the long-term retention
of people in rural areas and reduce rural-urban migration; promote sustainable rural development
through meaningful participation of rural communities in local development activit ies and
revive and preserve traditional arts and crafts.

While participation was open to all, the programme sought to target school dropouts, unschooled
individuals, women and the poor. Under the programme, 665 villagers have been trained in
40 villages, and there appears to be a very clear demand for these trainings in rural and semi-
rural areas. The trainings imparted are generally of two kinds: General Basic Skills Training
includes carpentry, furniture making, electrical wiring, plumbing, tailoring, brick and stone
masonry, rammed mud wall construction and electric stove repair and maintenance. Village-
Specific Trainings, meanwhile, focus on traditional arts and crafts such as textile weaving. Some
training courses have been complemented with orientation classes that generate an awareness
of entrepreneurship and self-employment opportunities. Others have sought to integrate basic
education goals such as l i teracy (including numeracy) and l i fe ski l ls education into ski l l
development trainings.

A formal evaluation8 of the Village Skills Development Programme in three villages, along
with the Royal Government’s experience in implementing activities in other villages, provide
useful assessments of benefits, strengths, constraints and challenges. Generally, there appears
to be a clear need and strong demand for the programme. The assessments also reflect that the
skills imparted are being effectively acquired and used, but that the scope of training needs to
be diversified.

8An Evaluation of the Pilot Project Findings and Recommendations. UNESCO, 2003.
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   Box 7.2

YDF ’ s  Ca r pen t rYDF ’ s  Ca r pen t rYDF ’ s  Ca r pen t rYDF ’ s  Ca r pen t rYDF ’ s  Ca r pen t r y  Sk i l l s  Ty  Sk i l l s  Ty  Sk i l l s  Ty  Sk i l l s  Ty  Sk i l l s  Tr a i n i n g  P r og r ammera i n i n g  P r og r ammera i n i n g  P r og r ammera i n i n g  P r og r ammera i n i n g  P r og r amme
fo r  Ou t - o f - S c hoo l  Yf o r  Ou t - o f - S c hoo l  Yf o r  Ou t - o f - S c hoo l  Yf o r  Ou t - o f - S c hoo l  Yf o r  Ou t - o f - S c hoo l  You t h  i n  Z hemgangou t h  i n  Z hemgangou t h  i n  Z hemgangou t h  i n  Z hemgangou t h  i n  Z hemgang

In 2004 the Youth Development Fund (YDF) initiated a Carpentry Skills Training
Programme for out-of-school youth in Zhemgang. The project represents a notable
example of the engagement of a Non-Governmental Organisation in addressing the
country’s youth employment issues – one that clearly illustrates the benefits of directly
linking vocational training to employment opportunities.

Zhemgang was chosen for the project implementation because rural communities in
the district are among those with the lowest household income levels in the country.
A high number of school dropouts also exist. Sixteen youth from different villages
were selected to participate in a four-month carpentry training programme. In addition
to the core carpentry training, the youth also received instruction in starting a small
business and environmental management. They were provided with basic carpentry
tools and equipment, along with local mentors from the district engineering units,
who advised the trainees and helped them build their carpentry careers. The trainees
were further organised as a self-help group to enable them to undertake larger work
orders, extend each other mutual support and provide an example in the community
to stimulate more self-employment practices.

To ensure that the trainee carpenters gain valuable on-the-job experience and an
initial start-up, these youth are to be contracted to supply and repair furniture and
perform relevant maintenance work at schools in their areas. The youth are thus
assured of at least a few years of gainful employment that could prove critical as they
acquire ful ler proficiency. This direct l ink from training to employment and the
mentoring/support processes could be replicated for other vocational programmes.
Many such programmes often do not have adequate linkages into the workplace,
either through access to finance, business support or employment opportunities. In
turn, this can significantly affect attrition levels of young people from vocations they
train for, particularly in the first few years.

Training of the first batch of 16 has only now been completed and the trainees
attached to schools in their villages. An impact assessment study will be conducted
after several years; on the basis of the findings, a decision will be taken by the YDF
whether to introduce similar projects in other parts of the country.
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Notwithstanding resource constraints, the programme is seen to be cost-effective and clearly
feasible. Strong community support for these activities, a network of VTI instructors to implement
trainings and train local trainers, and the widespread availability of community learning centres
or community halls as training venues have been cited. It was further found that the broad
educational approach of combining skills development with basic education and entrepreneurial
awareness is highly relevant, since it fulfil ls pressing rural community needs for basic and
entrepreneurial education as well as productive skills. Indeed, a strong argument has been
made for expanding the current entrepreneurial awareness sessions to include more detailed
instruction in marketing, basic accounting and management, and ways to start micro-enterprises.

Several areas of concern need to be addressed to improve the programme, according to the
assessments. These include strengthening professional inputs and support for trainers, improving
training material, expanding on-the-job training and training-cum- production and incorporating
post-training follow-ups consistently.

The evaluations further point to some product marketing issues that are not immediately or
directly related to village skills training, but that have an important bearing on the economy of
rural communities and their enhanced employment opportunities. This is expected to influence
the design of diverse village skills training programmes in the long term, since rural communities
will seek to gain skills for which there is maximum potential for income and employment
generation. The assessments highlight the imperative to enhance market access for village
products and produce, given that this will fundamentally determine the sustainability of farm
and off-farm activities. The importance of developing a more diverse range of ideas beyond
weaving, carpentry or furniture making is stressed.  The development of small handicraft and
agro-processing industries and implementing of related training in these areas are seen as
having significant potential. However, the assessments point out a major need for proper market
surveys and relevant research, which can effectively help, identify and link village production
and skills training to real market demands.

On the organisation and management of the Vil lage Skil ls Development Programme, the
assessments call for the development of an operations manual; improved coordination and
collaboration among relevant government agencies; increased support and engagement from
the district and/or regional administrations; an internal evaluation process of the training; and
facilitating contact between participants of different programme areas to enhance learning and
skills development. The assessments further argue for a greater integration and strengthening
of linkages between non-formal education and Village Skills Development Programmes.
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Chapter 8

Sustainable livelihoods
for youth in the renewable natural
resources sector
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he renewable natural resources (RNR) sector including agriculture, livestock and forestry,
remains a hugely important part of the national economy even as the country makes the rapid
transition from a basic agrarian economy to a more modern one with the emergence of strong
industrial and service sectors. The RNR sector still accounts for a large share of the GDP, remains
the major source of livelihood and employment for most Bhutanese and generates significant
hard currency export earnings. At present, the sector contributes about one third of GDP and
remains the single largest contributor to the gross output of the economy. Around 80% of the
country’s population currently depends on agriculture for their l ivelihood, while the sector
further provides employment for about two thirds of the national workforce. Additionally,
horticultural exports generally account for more than half of all hard currency earning exports
and constitute a vital source of rural household incomes. Apart from these, agriculture is critically
important from the perspective of national food security and nutritional intake.

The further development of viable economic opportunities within the RNR sector can be pivotal
in the context of generating decent rural employment and sustaining livelihoods, particularly
for rural youths. As the 9th Plan document emphasises, youth employment concerns can best be
addressed through measures promoted within the RNR sector. This will additionally help alleviate
poverty in rural Bhutan. It further assumes even greater significance in the light of the limited
employment absorption capacity in the faster growth areas of the modern economy and the
ever-quickening pace of the rural-urban migration. Moreover, the continued sustainability and
success of Bhutan’s agricultural base will depend crucially on the availabil ity of a regular
supply of interested and educated young farmers and the ability of rural farming communities to
retain some of their youth. As it is, farming communities are already suffering from acute labor
shortages, which may only be exacerbated with time.

Even as the RNR sector will not be the dynamo of economic growth, promoting the expansion of
productive agriculture and the sustainable utilisation of renewable natural resources to help
secure the sustainable livelihoods9 for many Bhutanese youth will be vitally important. This in
turn is likely to have a significant impact on the national efforts to maximize GNH and realise
its human development objectives.

9The discussion of youth employment prospects in the RNR sector is subsumed within a larger treatment of sustainable
livelihood perspectives as this is more appropriate in a rural context

Sus ta inable  L ive l ihoods  for  YSus ta inable  L ive l ihoods  for  YSus ta inable  L ive l ihoods  for  YSus ta inable  L ive l ihoods  for  YSus ta inable  L ive l ihoods  for  Youth in  the  RNR Sec torouth  in  the  RNR Sec torouth  in  the  RNR Sec torouth  in  the  RNR Sec torouth  in  the  RNR Sec tor

With 79% of the population living in rural areas and 75% of theWith 79% of the population living in rural areas and 75% of theWith 79% of the population living in rural areas and 75% of theWith 79% of the population living in rural areas and 75% of theWith 79% of the population living in rural areas and 75% of the
workforce engaged in the RNR sectorworkforce engaged in the RNR sectorworkforce engaged in the RNR sectorworkforce engaged in the RNR sectorworkforce engaged in the RNR sector, youth unemployment and, youth unemployment and, youth unemployment and, youth unemployment and, youth unemployment and
migration can best be addressed by measures promoted in RNR.migration can best be addressed by measures promoted in RNR.migration can best be addressed by measures promoted in RNR.migration can best be addressed by measures promoted in RNR.migration can best be addressed by measures promoted in RNR.

     9th Plan Main Document [2002-2007]
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A  P r o f i l e  o f  t he  Renewab l e  Na t u r a l  Re sou r c e s  Se c t o rA  P r o f i l e  o f  t he  Renewab l e  Na t u r a l  Re sou r c e s  Se c t o rA  P r o f i l e  o f  t he  Renewab l e  Na t u r a l  Re sou r c e s  Se c t o rA  P r o f i l e  o f  t he  Renewab l e  Na t u r a l  Re sou r c e s  Se c t o rA  P r o f i l e  o f  t he  Renewab l e  Na t u r a l  Re sou r c e s  Se c t o r

In 1990, the RNR sector constituted 44% of the GDP but this has been steadily declining and
stood at 27% of GDP in 2003. The relatively slower growth in the agriculture and forestry sub
sectors and the much faster growth of the industrial and service sectors have contributed to this
fundamental shift. In 2003, the RNR sector grew only by 1.7% in contrast to growths of 9% and
10.2% in the secondary and tertiary sectors, and as compared to the overall real GDP growth
rate of 6.8%.

Ag r i c u l t u r e  P r o d u c t i o nAg r i c u l t u r e  P r o d u c t i o nAg r i c u l t u r e  P r o d u c t i o nAg r i c u l t u r e  P r o d u c t i o nAg r i c u l t u r e  P r o d u c t i o n
Agriculture proper accounts for 11.5% of the total GDP and 43% of total sector output. Overall,
agricultural production has nevertheless grown modestly despite the l imited arable land
available for cultivation and growing farm labor shortages owing to rural urban migration
trends. As reflected in Table 8.1, despite the significant fluctuations in production, cereal crop
production increased modestly between 1992 and 2003. This modest expansion of agricultural
production was largely derived from improved yields, but agricultural productivity is still regarded
to be low for all cereal crops.

Paddy and maize are the major staple crops in Bhutan and together constitute around 90% of
the total cereal crop production. Paddy production increased from 43,000 MT in 1992 to
45,805 MT in 2003. This modest production decline is linked to the reduction in the total land
area cultivated for paddy. The percentage of farm households in Bhutan cultivating paddy

Table 8.1                Agricultural Production             Agricultural Production             Agricultural Production             Agricultural Production             Agricultural Production

19921992199219921992 20002000200020002000 20032003200320032003

Major Cereal CropsMajor Cereal CropsMajor Cereal CropsMajor Cereal CropsMajor Cereal Crops  Production In 1,000 MT  Production In 1,000 MT  Production in 1,000 MT

Paddy 43 68.6 45.8

Maize 40 77.3 49.7

Wheat 5 4.4 4.6

Barley 4 1.7 2.18

Millet 6.5 3,793 2.9

Buckwheat 6.1 2,887 2.2

Major Cash CropsMajor Cash CropsMajor Cash CropsMajor Cash CropsMajor Cash Crops

Apple 3.7 5.1 5.7

Oranges 31.2 29.6 36.3

Potato 32.7 35.4 40.5

Vegetables - - 6.9

Source: FAO, RNR Statistics, MoA, 2000, 2003
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dropped from about 67% in 1989 to 56% in 2003. This has been attributed to several factors
such as the fragmentation of land holding, conversion of paddy fields for alternative crop
cultivation and the expansion of urban and development infrastructure into traditional paddy
cultivation fields.

Maize production virtually doubled from 40,000 MT in 1992 to 77,298 in 2000, but declined
to 49,681 MT in 2003. The land under maize cultivation has also declined and this would
suggest an improvement in productivity. Both paddy and maize production were utilised for own
consumption and less than 1% of the total production was sold in either the domestic market or
exported. Subsistence cereal crop production has never been sufficient to meet the domestic
consumption needs for a rapidly growing urban population and the country remains a net
importer of food grains. While rice and wheat imports have been fluctuating, food grain imports
have been increasing on the whole and the country imported 54,911 MT of rice and 34,917
MT of wheat and wheat products in 2003. The increase in rice imports reflects the growing
consumption needs of a large expatriate labor force and the changing dietary patterns in the
country from other food grains to rice as a principle staple.

A noticeable trend in agricultural production is the declining share of cereal crop production to
agricultural GDP and the increase in the share of horticultural production. The share of cereal
crop production to agricultural GDP declined from 63.5% to 58% between 2000 and 2003,
while the share of horticultural production grew from 31.6% to 37.7%. Vegetable production
remained about the same in that period, between 4.9% and 4.3% of agricultural GDP.

The potato has emerged as a major cash crop for most Bhutanese farmers and its cultivation has
spread to virtually all parts of the country. The area brought under potato cultivation has been
steadily expanding. About one third of all farmers in the country are now cultivating potato as
compared to less than a quarter in 1992. As a result, potato production has grown from 32,700
MT in 1992 to 40,532 MT in 2003, about half of which is exported and constitutes the single
largest crop export for Bhutan in both volume and value.

The other two principle horticultural products cultivated in the country are apples and oranges,
accounting for 93.5% of the total fruit production. While apples are mainly grown in the
Thimphu and Paro valleys, oranges are grown in the foothills of all five southern districts where
there cultivation is possible. Apple production in the country has expanded from 3,700 MT in
1992 to 5,692 MT in 2003. Moreover, there are excellent prospects for increased production
through the introduction of cultivation in other suitable areas in the country as road access to
markets improves. Orange production grew marginally from 31,300 to 36,311 MT in 2003.
Apple and orange production are both expected to increase significantly over the next few years
as many non-fruit bearing trees start producing.
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Over 91% of the production of these two tree crops are sold in the local and outside
markets and have emerged as important foreign exchange earners. In 2003, the
exports of apples and oranges contributed to 63% of all hard currency exports and
were valued at Nu.165 million. The sale of other horticultural products to India including
fruits, potatoes and vegetables accounted for 4.3% of the total Rupee trade in 2003
and was valued at Nu. 254 million. The price of cash crops has fluctuated, though on
the whole price trends have been upward. The significant price fluctuations for both
food grain and horticultural products over the years reflect the significant market
vulnerability and risks that farmers continue to face.

L i v e s t o c k  P r o d u c t i o nL i v e s t o c k  P r o d u c t i o nL i v e s t o c k  P r o d u c t i o nL i v e s t o c k  P r o d u c t i o nL i v e s t o c k  P r o d u c t i o n
Livestock production accounted for 8% of GDP in 2003 and 30% of sector output.
Around 78% of all farming households in the country own and rear livestock to provide
meat and dairy products and for use as draught animals and manure source. Cattle
constitute the main livestock reared and account for close to half of livestock head.
Other livestock include yak, sheep, pigs, equines, goats and poultry. With the steady
introduction of new and improved cattle breed, 11% of all cattle in the country are
currently of improved breeding stock, which has helped increase livestock productivity.
While a signif icant port ion of meat and dairy products is st i l l  retained for own
consumption, surpluses are increasingly sold in domestic urban markets. Livestock
products provide around 21% of the total incomes of rural households and constitute
a valuable source of cash income for rural households.

The Royal Government’s strategy to strengthen livestock production for enhancing
rural livelihoods has focused on improving livestock breed, supplying these improved
breeding stocks to farmers and providing the necessary animal health services. As
l ivestock product iv i ty  i s  h igh ly dependent  on the qual i ty  of  feed and fodder,
considerable efforts have been devoted to improving l ivestock pastures through
provision of free fodder seeds and necessary equipment, subsidising the cost of
transporting fertilisers and providing support for fodder tree plantation and fodder
conservation. More recently, several initiatives have been undertaken to stimulate
more commercial level operations of livestock production through promoting a wider
establishment of dairy farms, milk cooperatives and marketing systems throughout
the country, with the long term goal of fully meeting the growing urban demands for
animal products, currently met through imports.

F o r e s t  P r o d u c t i o nFo r e s t  P r o d u c t i o nFo r e s t  P r o d u c t i o nFo r e s t  P r o d u c t i o nFo r e s t  P r o d u c t i o n
Bhutan has rich tracts of forest land with 72.5% of the country’s total land area under
forest cover. The country’s forests constitute a valuable livelihood source for its people
and provide firewood, timber, fodder, and non-wood produce such as medicinal and
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aromatic plants and exotic mushrooms that have a high economic value. These high value niche
forest resources could emerge as a key growth area and major source of revenue for rural
communities. Forest products presently account for 7.2% of GDP and 27% of sector output.

Revenues generated from forestry in the past constituted a major source of national revenue but
declined drastically following the intentional downscaling and control of logging activities in
the early nineties in the interests of forest conservation. Following a national ban on the export
of raw timber and logs in 1999, forest revenues declined further.  In 1994, forest revenues from
logging were assessed at Nu. 111.66 million. This declined to Nu. 61.85 million in 1998 and
was at Nu. 39.21 million in 2003, which constituted about 0.77% of the total national revenue.
With the country’s strong environment policy to conserve its forest resources, the harvesting of
timber is likely to be limited to domestic market consumption and thereby will remain a limited
source of growth in the RNR sector. The future prospects of growth in the forestry sub-sector are
therefore clearly linked to the sustainable utilisation of non-wood forest resources.

P r omo t i ng  Su s t a i n ab l e  L i v e l i h ood s  f o r  YP r omo t i ng  Su s t a i n ab l e  L i v e l i h ood s  f o r  YP r omo t i ng  Su s t a i n ab l e  L i v e l i h ood s  f o r  YP r omo t i ng  Su s t a i n ab l e  L i v e l i h ood s  f o r  YP r omo t i ng  Su s t a i n ab l e  L i v e l i h ood s  f o r  You t h  i n  t h e  RNR  Se c t o rou t h  i n  t h e  RNR  Se c t o rou t h  i n  t h e  RNR  Se c t o rou t h  i n  t h e  RNR  Se c t o rou t h  i n  t h e  RNR  Se c t o r

The RNR sector offers considerable scope and potential for sustaining employment and livelihood
opportunities for Bhutanese youth, even as many of them have strong preferences for careers in
the modern sectors.  In addition to stimulating employment generation in the private sector and
enhanc ing employab i l i ty  th rough educat ion and vocat iona l  t ra in ing,  the promot ion of
sustainable livelihoods for youth in the RNR sector must remain a core element in the country’s
national strategy to address the concern of youth employment.

The relevance and importance of the sector for the livelihoods and employment of youth cannot
be overemphasised as the employment strategies being nationally debated and popularly
suggested often overlook the genuine possibilities that exist in the RNR sector, simply because
it is regarded as a low or non-growth sector with limited potential to expand employment. With
the appropriate interventions and investments, the RNR sector, particularly agriculture, can and
must become more than just a residual employer or the last career option for Bhutanese youth.
To that end, considerable efforts need to be channeled into improving the quality of employment
and sources of livelihoods in the sector and creating favourable social conditions in rural areas
in terms of better health and education opportunities, to sufficiently motivate and attract young
people.

R a i s i n g  R u r a l  L i v e l i h o od s  t h r o ugh  A g r i c u l t u r a l  P r o d u c t i v i t y  a n d  D i v e r s i f i c a t i o nRa i s i n g  R u r a l  L i v e l i h o od s  t h r o ugh  A g r i c u l t u r a l  P r o d u c t i v i t y  a n d  D i v e r s i f i c a t i o nRa i s i n g  R u r a l  L i v e l i h o od s  t h r o ugh  A g r i c u l t u r a l  P r o d u c t i v i t y  a n d  D i v e r s i f i c a t i o nRa i s i n g  R u r a l  L i v e l i h o od s  t h r o ugh  A g r i c u l t u r a l  P r o d u c t i v i t y  a n d  D i v e r s i f i c a t i o nRa i s i n g  R u r a l  L i v e l i h o od s  t h r o ugh  A g r i c u l t u r a l  P r o d u c t i v i t y  a n d  D i v e r s i f i c a t i o n
An agricultural strategy centered on the promotion of small farm development through increased
productivity and adoption of cash crop and high value niche crop cultivation can significantly
improve rural livelihoods and enhance the efficiency of resource use in agriculture. Improved
agricultural productivity and the diversification of crop cultivation resulting in increased farm
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output and incomes can also have beneficial
spin-off multiplier effects on other off-farm and
downstream rural economic activities thereby
contributing to a strengthening of the rural
economy.

While agricultural productivity has increased
in Bhutan, it is still very low in comparison to
world averages. There is ample scope to further
raise agricultural productivity despite the well-
known difficulties of productive farming on
steep mountain slopes. The Royal Government
i s  ac t i ve ly  pu rsu ing  th i s  th rough va r ious
measures such as introducing high yielding
crop varieties and improveing quality of seeds;
undertaking extensive agronomy research;
supporting appropriate farm mechanisation
through the supply of agricultural machinery,
tools and implements and providing a wide range of agricultural extension services and inputs.
The development of farm infrastructure such as irrigation channels, farm roads and market/
storage facilities must continue to be strengthened in order to enhance agriculture production
and productivity and links to markets.

The diversification of agricultural activities to embrace a more widespread cultivation of high
value produce such as cash crops and exclusive niche agricultural items provides an even more
compelling argument for sustaining rural l ivelihoods and raising the household incomes of
farming communities. A gradual shift away from cereal crop cultivation to more commercial
oriented agricultural produce is already discernible and the trend reflected in the growing
share of cash crop production in the agricultural GDP. At the household level, about 45% of the
total income of a rural household in Bhutan derives from cash crop cultivation as compared to
8% for cereal crop production [Chart 8.1]. As iterated, horticulture products also constitute a
major portion of the country’s convertible currency exports and provide rural farming communities
with much needed cash incomes.

The wider expansion of cash crop cultivation around the country, though, is severely constrained
by the limited access to markets. Generally, farm incomes and the viability of cash crop cultivation
tend to decline as the distance of farms from markets increases. Many farming communities in
Bhutan are distant from existing road heads and this adds to the transportation costs and
involves very real risks of crops perishing en route to markets. These considerations can deter
farmers from cultivating more remunerative crops. With increasing distance, access to the
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necessary agricultural inputs and services become even more restricted. Expanding the feeder
and farm road network to enhance the access of rural farming communities to markets and
goods and services is, therefore, a highly necessary pre-condition and is a top rural development
priority for the Royal Government.

There are several other constraints known to inhibit the wider dispersion of cash crop cultivation
and that affect its returns. These relate to the low economies of scale of cultivation due to the
high fragmentation of land holdings and limited household capacities; frequent crop damage
by wi ld animals,  pests and insects;  the lack of basic modern entrepreneur ia l  and farm
management skills; inadequate access to financial resources and the high cost of capital from
informal rural credit sources; weak market linkages and vulnerability to price fluctuations; and
deficiencies in maintaining adequate product quality standards, particularly those that are
destined for export markets.  Addressing these constraints adequately, particularly those relating
to marketing and quality standard issues will determine the level of success that Bhutanese
farming communities enjoy in enhancing their sales in export markets and within the discerning
urban markets in the country.

E nhan c i n g  R u r a l  L i v e l i h o od s  t h r o ugh  L i v e s t o c k  P r o d u c t i o nEnhan c i n g  R u r a l  L i v e l i h o od s  t h r o ugh  L i v e s t o c k  P r o d u c t i o nEnhan c i n g  R u r a l  L i v e l i h o od s  t h r o ugh  L i v e s t o c k  P r o d u c t i o nEnhan c i n g  R u r a l  L i v e l i h o od s  t h r o ugh  L i v e s t o c k  P r o d u c t i o nEnhan c i n g  R u r a l  L i v e l i h o od s  t h r o ugh  L i v e s t o c k  P r o d u c t i o n
Livestock are valuable assets of farming communities in Bhutan and as Chart 8.1 shows, livestock
rearing generates about one fifth of the total income in a rural household. As with crops,
improving the production and the productivity of livestock and moving it from subsistence levels
to more commercial scale operations will greatly improve rural l ivelihoods and reduce the
extent of poverty in rural households.

A major challenge to furthering livestock productivity in the country relates to the need to
further improve the breeds of farm animals and expand the provision of animal health services.
Several innovative programs are being initiated in this regard and need to be strengthened
further. Even as the supply of improved breeds of animals to villagers are subsidised to an
extent, the purchase of livestock still involves large cash investments that can take up the entire
savings of farming households. Many of the poorer households still retain much of their inferior
quality livestock as they are unable to afford the full payment to purchase the improved breed
of cattle or other livestock.  Improving rural credit access for the purchase of improved livestock
breeds and the introduction of cattle swap initiatives could help increase the numbers of cross
breed cattle and other livestock in rural communities.  The need for adequate financing will
probably be even more critical in the context of those farmers desiring to set up small dairy
farms or simply a larger scale of dairy operations.
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H i gh  Va l u e  N i c h e  P r o du c t s :  A  F u t u r e  G r ow th  A r e aH i gh  Va l u e  N i c h e  P r o du c t s :  A  F u t u r e  G r ow th  A r e aH i gh  Va l u e  N i c h e  P r o du c t s :  A  F u t u r e  G r ow th  A r e aH i gh  Va l u e  N i c h e  P r o du c t s :  A  F u t u r e  G r ow th  A r e aH i gh  Va l u e  N i c h e  P r o du c t s :  A  F u t u r e  G r ow th  A r e a
The cultivation or harvesting of exclusive and high value niche non-wood forest resources for
exports such as medicinal plants, mushrooms and essential and aromatic oils, hold promising
economic opportunities for rural communities.

Bhutan has around 400 medicinal and aromatic plant varieties and it is in this area that the
country truly enjoys a distinctive comparative advantage. It was not without reason that the
country was popularly known in the region as the land of the medicinal herb. However, while
the country’s neighbours of Nepal, India and China account for close to half of all herbal
exports to a 160 billion US$ global herbaceutical market, Bhutan at present does not have any
significant herbal exports. With the global herbaceutical industry expected to grow into a
trillion dollar industry by 2020, the Royal Government has begun to explore the possibilities of
sustainable commercial cultivation or harvesting of high value herbal plants. Some of these

Box 8.1

A  Sma l l  S ca l e  Da i r y  Fa rm ing  Su c ce s s  S to r yA  Sma l l  S ca l e  Da i r y  Fa rm ing  Su c ce s s  S to r yA  Sma l l  S ca l e  Da i r y  Fa rm ing  Su c ce s s  S to r yA  Sma l l  S ca l e  Da i r y  Fa rm ing  Su c ce s s  S to r yA  Sma l l  S ca l e  Da i r y  Fa rm ing  Su c ce s s  S to r y
Phub Dorji and Tandin Wangmo were a young couple who resettled from Thimphu and
started a small dairy farm at Bunur Sasungsa in Chukha Dzongkhag in 1995. With some
savings and the employment benefits that Phub Dorji collected on retiring from his job at
the Department of Tourism, they started a dairy farm with 14 heads of local cattle. The
poor milk production of these cattle barely sustained the family and they were compelled
to purchase a Mithun bull. This rapidly increased their herd size and the quality of his
cattle breed. The family was also supplied a Jersey cross as a breeding bull from the
district livestock authorities. To cope with a growing herd, they further developed his farm
infrastructure with a loan from the Bhutan Development Financial Corporation (BDFC).

Phub Dorji and Tandin Wangmo now boast a herd of 75 cattle and production levels of
between 40-50 bottles a day in summer and 20-30 bottles a day in winter. With the sale
of dairy products, the family comfortably earns Nu. 24,000-30,000 a month, besides
meeting their own consumption needs. This is tantamount to more than five times what
earned when he was in the civil service.

The couple attribute their success in establishing their dairy farming enterprise to the
wide range of support services and the active guidance of the livestock extension authorities,
the availability of financial support from the Bhutan Development Financial Corporation
and their own enthusiasm, attitude and hard work. Phub Dorji and his wife strongly
believe that there is enormous potential for others, including youths, to emulate their
singular achievements.
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species of medicinal and aromatic plants identified include aconites, star anise, jatamansi,
sweritia chirata, pipla and cordyceps. The legal harvesting of the latter, the Cordyseps sinensis,
and the recent public auction of this high value product highlighted the enormous commercial
potential of these medicinal and aromatic plants [Box 8.2].

An issue of major concern is the long-term sustainability of harvesting these high value medicinal
and aromatic plants and mushrooms from the wild. Serious concerns exist about the over
exploitative harvesting and collection practices that could severely affect the natural regeneration
and growth of these plants. There is an imperative to ensure the proper ut i l isat ion and
management of these valuable resources. Addit ional ly, the possibi l i ty of introducing i ts
sustainable cult ivation through art i f ic ial propagation deserves to be investigated through
research and experimentation.

       Box 8.2

Cordyceps Sinensis:Cordyceps Sinensis:Cordyceps Sinensis:Cordyceps Sinensis:Cordyceps Sinensis:
YYYYYararararar tsa Goenbub or the Wtsa Goenbub or the Wtsa Goenbub or the Wtsa Goenbub or the Wtsa Goenbub or the Winter Winter Winter Winter Winter Worororororm and Summer Grassm and Summer Grassm and Summer Grassm and Summer Grassm and Summer Grass
Cordyceps or Yartsa Goenbub as it is locally known in the country, is an extremely rare species of
plant with enormous commercial value in view of its highly acclaimed rejuvenating, therapeutic
and aphrodisiac properties. Cordyceps grows in the wild in the higher regions of nine districts in
Bhutan and its harvesting was legalized in 2004.

To help and protect the interests of local farmers and herders who harvest the plant, the Ministry of
Agriculture established a minimum floor price for the medicinal plant at Nu. 37,000 a kilogram in
2004. The record price paid for a single lot of the annual harvest touched Nu. 87,100 a kilogram
that year and reached Nu. 98,000 in 2005. In 2005, on the basis of the taxes paid, the total
annual harvest of Cordyseps sold in June 2005 was calculated at Nu. 6 million, which with time
could well match the export earnings of other horticultural products.

This has already helped vastly improve the living standards of people living in the higher regions.
As a village elder from Lingzhi, Dorji Drakpa, was reported in the national newspaper, Kuensel,
saying that the collection of Yartsa Goenbub had become the main source of cash for the people
living in higher regions and that the Legalisation [of the Yartsa Goenbub] has changed the living
standards and that they are able to buy more rice, better clothes and renovate their houses.

The harvesting process of Cordyceps is being closely monitored and studied to help ensure its long-
term sustainability. Market research missions are also being undertaken to collect hard trade data
and facilitate linkages with outside markets.
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P r omo t i n g  RNR  b a s e d  E d u c a t i o n  a n d  VP r omo t i n g  RNR  b a s e d  E d u c a t i o n  a n d  VP r omo t i n g  RNR  b a s e d  E d u c a t i o n  a n d  VP r omo t i n g  RNR  b a s e d  E d u c a t i o n  a n d  VP r omo t i n g  RNR  b a s e d  E d u c a t i o n  a n d  Vo c a t i o n a l  To c a t i o n a l  To c a t i o n a l  To c a t i o n a l  To c a t i o n a l  Tr a i n i n g  f o r  Yr a i n i n g  f o r  Yr a i n i n g  f o r  Yr a i n i n g  f o r  Yr a i n i n g  f o r  You t hou t hou t hou t hou t h
The education system and curriculum in the country has little practical orientation and relevance
suited for pursuing a livelihood in the RNR sector. Most educated youth, including educated
rural youth, are disinclined to take up farming as it is seen as an occupation with less prestige
and lacking in prospects. Recent efforts to remedy this include the introduction of school
agriculture programs to educate youth about agriculture and inform them about the significant
opportunities that exist in the sector. Under the School Agriculture Program, student groups in
boarding schools are provided agriculture implements, vegetable seeds and fruit tree saplings,
basic training and necessary support.

For a more meaningful  impact,  these act iv i t ies should be supplemented with a deeper
integration of agriculture knowledge and skills in the school curriculum. Appropriate vocational
training to develop relevant skills for employment in the RNR sector should be introduced and
actively supported. There is a further need to introduce both vocational and school based
programs to encourage and train educated youth to become agriculture entrepreneurs.

Imp r o v i n g  t h e  Qua l i t y  o f  L i f e  f o r  R u r a l  F a rm i n g  Commun i t i e sImp r o v i n g  t h e  Qua l i t y  o f  L i f e  f o r  R u r a l  F a rm i n g  Commun i t i e sImp r o v i n g  t h e  Qua l i t y  o f  L i f e  f o r  R u r a l  F a rm i n g  Commun i t i e sImp r o v i n g  t h e  Qua l i t y  o f  L i f e  f o r  R u r a l  F a rm i n g  Commun i t i e sImp r o v i n g  t h e  Qua l i t y  o f  L i f e  f o r  R u r a l  F a rm i n g  Commun i t i e s
Promoting sustainable livelihoods for youth in the RNR sector encompasses more than just
creating economic opportunities that exist in it. It must be accompanied by vast improvements
in the quality of rural life at all levels, including ameliorating the major livelihood constraints
faced by rural households and improving access to and utilisation of social services.

The RNR Statistics 2000 Report details the major livelihood constraints faced by rural farmers
as relating to crop damage by wild life and pests and diseases, the lack of irrigation water,
labor and land shortages and market access difficulties. Many of these are already being
addressed through various measures, but need more direct public investments and interventions
and could benefit from a more efficient allocation of agricultural resources.
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Chapter 9

Future prospects and imperatives
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t the 1995 World Summit for Social Development (WSSD), held in Copenhagen, Denmark,
191 Governments reached a consensus to put people at the centre of development. Participating
countries, including Bhutan, pledged to make the eradication of poverty, full employment and
fostering of social integration the overriding objectives of development. These commitments
were reaffirmed and furthered at a special session of the General Assembly of the United
Nations (WSSD+5) in Geneva in 2000.

The third commitment of the Copenhagen Declaration deals specifically with promoting full
employment as a basic priority of national economic and social policies and enabling all men
and women ‘to attain secure and sustainable l ivelihoods through freely chosen productive
employment and work.’ This constitutes a  solemn  pledge  by countries to maintain the sustained
creation of productive work and quality employment at the centre of national strategies and
policies. Here, the goal of full employment is not understood to imply zero unemployment, but
rather, the wider interpretation of the adequate availability of employment opportunities for all
active job seekers. Full employment is further viewed as a natural, integral function of social
development and a critical aspect of it.

Bhutan was among the 189 nations that endorsed the Millennium Declaration in 2000 and is
fully committed to achieving the Millennium Development Goals. An important target under
Goal 8 of the MDGs emphasises the urgent need to develop and implement strategies to
promote decent and productive work for youth. More recently, at the 12th SAARC Summit in
Islamabad in 2004, Bhutan and other member countries signed the SAARC Social Charter;
under Article V, this Charter endorses a deep commitment to enhance productive employment
opportunities for all groups of people, particularly youth.

Bhutan’s commitment to these global and regional compacts reflects the immense importance
that the Royal Government attaches to the issue of providing gainful employment for all of its
citizens, especially youth. The latter issue assumes special significance not only because the
goal of full employment is inextricably linked to, and contingent on, the situation of youth
employment, but because youth remain a highly vulnerable group whose social integration
through productive work is essential for realising the larger goal of GNH.

As this Report has shown, the national issue of youth employment has particularly come to the
fore in Bhutan over the last few years, following the exponential increase in the numbers of
young educated people entering the labour market in search of quality employment. Addressing
the pressing issue of youth employment is likely to pose an enormous challenge for the country.
Bhutan’s current economic and demographic trends suggest that the gap between the demand
for, and availability of, employment for Bhutanese youth is expected to widen, given the nature
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and composition of GDP growth in favour of sectors with lower employment co-efficients. While
the national economy is expected to continue growing rapidly, growth trends do not suggest it
wi l l  be labour -  intensive or create suff ic ient numbers of high-qual i ty job opportunit ies.
Employment in the public sector is expected to remain largely at present levels in view of the
policy to maintain a small, efficient administration.

In addit ion, whi le the country’s smal l  pr ivate sector has contr ibuted toward al leviat ing
unemployment pressure, this has fallen short of expectations. Indeed, the private sector has
been unable to fully fill the employment void created by the lack of employment growth in the
public sector. Even though the private sector still represents the best hope for meeting future
employment demands, it is highly unlikely that it will be able to generate the vast number of
jobs required to cater to the growing numbers of youth entering the labour market. That the
youth themselves are reluctant to take up available jobs in the private and rural sectors – and
may also not be appropriately skilled for such work – compounds the situation further.

These, then, represent some of the highly challenging aspects of addressing youth employment
in the country – challenges that are not simply about the creation of more employment
opportunities, but equally, about providing high-quality and dignified employment to a rapidly
growing youth population. This final chapter explores certain policy imperatives and options
within the prevailing context of the youth employment challenge in Bhutan.  Suggested policy
considerations are highlighted in boxes.

Emp l o ymen t  C r e a t i o n  i n  D e v e l o pmen t ,  Ma c r o - e c o nom i c  a n d  Emp l o ymen t  P o l i c yEmp l o ymen t  C r e a t i o n  i n  D e v e l o pmen t ,  Ma c r o - e c o nom i c  a n d  Emp l o ymen t  P o l i c yEmp l o ymen t  C r e a t i o n  i n  D e v e l o pmen t ,  Ma c r o - e c o nom i c  a n d  Emp l o ymen t  P o l i c yEmp l o ymen t  C r e a t i o n  i n  D e v e l o pmen t ,  Ma c r o - e c o nom i c  a n d  Emp l o ymen t  P o l i c yEmp l o ymen t  C r e a t i o n  i n  D e v e l o pmen t ,  Ma c r o - e c o nom i c  a n d  Emp l o ymen t  P o l i c y

The employment imperative for youth has been an important focus area of development policy
and activities in the country.  However, the issue has largely been addressed as a structural
predicament, an outcome of the mismatch between available skills and the demands of the
labour market. On the basis of this supply-side focus, which represents merely one aspect of the
challenge, much of the policy advocacy and efforts have been exclusively focused on vocational

Box 9.1

P r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e s

4 Orient macro-economic policy to be more supportive of labour-
absorbing growth patterns that will increase the rate of quality
employment generation

4 Employment strategy to focus adequately on job creation by
and in the public and private sectors
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and skills-based training and on facilitating access to jobs. The demand side task of employment
creation, however, has not been adequately addressed and has essentially been left to the
country’s small and undeveloped private sector.

It is widely acknowledged that the overall increase in aggregate demand through appropriate
macroeconomic stimulation can directly improve the employment prospects of both youth and
adults – but is likely to be more pronounced for youth. Still, the youth employment challenge
in the country has not yet been addressed through macro-economic policy tools. This is partially
explained by the relatively recent emergence of the youth employment issue, as well as the fact
that existing national unemployment figures are hardly alarming by international standards.

Nonetheless, given the projected growth of the numbers of job seekers, future considerations
will need to include an orientation of the macro-economic policy framework that effectively
promotes employment-friendly economic development. Macro-economic policy must be actively
managed to play a more effective role in maximising the full potential of anticipated economic
growth, such that it creates a job-rich economy as much as a cash-rich one. This may be done by
directing sustained investments into labour-intensive sectors such as RNR, services and niche
exports; diversifying the economic and export base; reviving or introducing micro-credit and
other innovative small business finance programs; adjusting fiscal and tax policies to provide
incentives for enterprise development; and increaseing national labour absorption through
existing work programmes and large-scale infrastructure development activities.

While a national employment policy is being formulated, a specific youth employment strategic
action plan or agenda would also be highly beneficial. Employment strategies and labour
market interventions likewise could benefit from a more diverse, innovative approach.

E nhan c i ng  t h e  Emp l o yab i l i t y  o f  YEnhan c i ng  t h e  Emp l o yab i l i t y  o f  YEnhan c i ng  t h e  Emp l o yab i l i t y  o f  YEnhan c i ng  t h e  Emp l o yab i l i t y  o f  YEnhan c i ng  t h e  Emp l o yab i l i t y  o f  You t hou t hou t hou t hou t h
t h r ough  Edu ca t i o n  and  Vt h r ough  Edu ca t i o n  and  Vt h r ough  Edu ca t i o n  and  Vt h r ough  Edu ca t i o n  and  Vt h r ough  Edu ca t i o n  and  Vo ca t i o na l  To c a t i o na l  To c a t i o na l  To c a t i o na l  To c a t i o na l  Tr a i n i n gr a i n i n gr a i n i n gr a i n i n gr a i n i n g

Education and vocational training will remain the foundation for enhancing the employability
of youth and preparing them for the world of work. However, efforts to promote the employability
of youth through education and vocational training can only be truly meaningful if they are
matched by the adequate availability of quality employment.

Greater policy attention needs to be directed towards continually raising the quality of education
in schools at all levels and reducing the numbers of those who leave school early.  This can be
done through significantly reducing the teacher-student ratio, enhancing the quality of teachers
and learning resources, raising the basic standard of education, and increasing access to higher
secondary education.
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Addressing a major concern of employers in the country, young people need to secure
significant improvements in their literacy and numeracy skills and acquire a more
holistic education that incorporates practical skills, knowledge and attitudes that are
relevant for the workplace. This would include instilling in them a sense of the dignity
of labour for non-white-collar jobs and livelihoods and ‘breaking the association that
appears to exist in the minds of many young people that manual work and skilled
trades are the reserve of the illiterate and a sign of “backwardness” ‘ [Bhutan 2020:
A Vision for Peace, Prosperity and Happiness].

Activities to promote lifelong learning and life skills and values education are already
being initiated in schools, but they need to be considerably intensified and more
innovative approaches developed. It is essential that such activities be integrated
more effectively into the core curriculum, rather than being largely promoted as extra-
curricular. Existing career education programmes in schools can be vastly improved
through providing better qual i f ied and trained career counselors, disseminating
information and linking up with the private and public sector work environments. A
dire need exists to bolster practical skills development activities in schools – which
are currently minimal – since these activities can greatly facilitate the school-to-work
transition.

Apart from education, vocational training has a vital role to play in enhancing young
people’s employability, given that a large number of youth do not have skills required
by the labour market. Over the last five years, major efforts have been directed at

Box 9.2
P r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e s

4 Continually raise the quality of education
4 Enhance the retention of early  school dropouts
4 Strengthen lifelong learning and life skills development in schools
4 Increase the intake capacity of VTIs
4 Encourage the active engagement and participation of employers

particularly in the private sector – in developing relevant trainings
4 Incorporate entrepreneurship training along with relevant vocational

training
4 Expand support for village skills development and the Apprenticeship

Training Programme
4 Explore the possibilities of sending youth for apprenticeship

training abroad
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instituting a professional technical and vocational education system in the country and at
expanding the intake capacities of vocational training institutes. However, the limited intake
capacities of local VTIs have proven to be a severe bottleneck. Even with significantly enhanced
capacities, about two-thirds of all applicants seeking admission in the institutes still cannot be
accommodated. With the projected large increase in young people coming out of the education
system and the anticipated demand for vocational training, the expansion of VTIs is an imperative.
The necessity exists to design and impart vocational training courses that reflect the demands of
the market in order to maximise trainees’ prospects for employment. This requires close
surveillance and feedback on labour market needs and constant interaction and engagement
with employers, particularly in the private sector.  Because most vocational trainees establish
their own enterprises after training, it would be useful for them to undergo a basic course in
entrepreneurship.

Lastly, village skills development and the national Apprenticeship Training Programme are two
other vocational training programmes that show great promise and need to be strengthened. In
the case of the ATP, a need exists to build up awareness of the programme in order to attract
more candidates, as well as to include larger corporate business houses as participating partners.
The informality of the arrangement, inadequate remuneration and perception of a lack of
credentials could explain the slow uptake of the programme among youth. Exploring opportunities
for apprentices to participate in apprenticeship training programmes abroad could greatly
stimulate interest in vocational training and help confer more dignity to blue collar jobs.

Emp l oymen t  i n  t h e  P r i v a t e  Se c t o rEmp l oymen t  i n  t h e  P r i v a t e  Se c t o rEmp l oymen t  i n  t h e  P r i v a t e  Se c t o rEmp l oymen t  i n  t h e  P r i v a t e  Se c t o rEmp l oymen t  i n  t h e  P r i v a t e  Se c t o r

Because the private sector remains small and underdeveloped, the creation of adequate quality
employment in the sector remains largely unrealised. The rapid growth and expansion of the
private sector will help create more quality jobs and improve wage and working conditions,
thus also increasing the attractiveness of employment there among youth. Ongoing efforts to
provide the enabling conditions for a more dynamic, vibrant private sector can be accelerated
and made more meaningful. More policy attention should be directed towards removing the
constraints and barriers that still limit the growth of business and commercial activities. These
include the need to continue liberalising the policy environment for private sector development,
particularly through more active labour market interventions; introducing relevant reforms to
further streamline business licensing and bureaucratic processes and facilitate business growth;
improving access to, and lowering the costs of, business finance; upgrading and expanding
business and allied infrastructure; and promoting and supporting small and cottage enterprises.

In particular, Foreign Direct Investment has a vital role to play in the growth of the private
sector and the expansion of its employment opportunities. The private sector needs strategic
partners that can help raise production standards and productivity and enable access to, and
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linkages with, overseas markets. Further
l i be r a l i s a t i on  o f  t he  Fo re i gn  D i r e c t
Investment regime will go a long way in
creating a more investor-friendly climate.
A more proactive and vigorous promotion
of FDI is necessary as well, and hence,
t he  u rgency  t o  s t r eng then  na t i ona l
capacity to do so.

While the growth of the private sector in
gene r a l  w i l l  e xpand  emp l oymen t
opportuni t ies,  a need a lso exists  for
consideration of specific employment generation activities within the sector.  A comprehensive
private sector employment strategy is required that takes into detailed consideration the various
sectors and approaches that have the best potential for generating future private sector
employment.

In particular, a closer look must be taken at the tremendous scope of employment expansion
possibilities in small-scale and cottage enterprises and other informal private sector enterprises.
Self-employ is likely to emerge as a major avenue of private sector employment generation for
youth. Therefore, developing and encouraging entrepreneurship among young people and
helping them start their own businesses can be an important part of the sectoral employment
strategy. This will entail the revision or redesign of educational and training curricula and
vocational programmes to include aspects of relevant business and entrepreneurial knowledge
and skills, expansion of the apprenticeship programme among private sector corporations and
manufacturing enterprises and adequate provision of finances and support measures such as
mentoring to help youth in their start-up.  Youth Business International (YBI) is a highly successful
model of youth enterprise development that is being replicated in many countries; perhaps the
most notable YBI success story is in India, where the local affiliate has helped more than
60,000 young people start up, with a phenomenal business survival rate.

While the construction and manufacturing sectors will remain dependent on low-cost expatriate
labour for some time, significant prospects are found for increasing the absorption of youth in
these sectors. This may be done through raising youth labour productivity levels via skills
training and appropriate technological upgrading, as well as providing more incentives to local
industries to use national labour.

  Box 9.3

P r io r i t i esP r io r i t i esP r io r i t i esP r io r i t i esP r io r i t i es

4 §Formulate a private sector employment strategy

4 §Provide enabling conditions for private sector growth and expansion

4 §Promote FDI

4 §Encourage small-scale enterprise development

4 §Promote youth entrepreneurshi p
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P r omo t i ng  Su s t a i n ab l e  YP r omo t i ng  Su s t a i n ab l e  YP r omo t i ng  Su s t a i n ab l e  YP r omo t i ng  Su s t a i n ab l e  YP r omo t i ng  Su s t a i n ab l e  You t h  L i v e l i h ood s  i n  t h e  RNR  Se c t o r  a ndou t h  L i v e l i h ood s  i n  t h e  RNR  Se c t o r  a ndou t h  L i v e l i h ood s  i n  t h e  RNR  Se c t o r  a ndou t h  L i v e l i h ood s  i n  t h e  RNR  Se c t o r  a ndou t h  L i v e l i h ood s  i n  t h e  RNR  Se c t o r  a nd
O f f - F a rm  Ru r a l  E n t e r p r i s e sO f f - F a rm  Ru r a l  E n t e r p r i s e sO f f - F a rm  Ru r a l  E n t e r p r i s e sO f f - F a rm  Ru r a l  E n t e r p r i s e sO f f - F a rm  Ru r a l  E n t e r p r i s e s

In rural areas, the active promotion of
both farm and off-farm enterprises needs
to be encouraged and the rural economy
d i v e r s i f i e d .  I n c r ea sed  ho r t i c u l t u r e
production, the cultivation of high-value
cash c rops  and o rgan ic  p roduce fo r
export, development of rural tourism
and promotion of local craftsmanship
and village skills development are key
activities that will provide rural incomes

and stimulate employment. Most are at the core of ongoing rural development efforts but need
to be strengthened considerably and fast- tracked in cases where implementation has lagged.
The development and expansion of various small and cottage manufacturing enterprises in rural
areas is also vitally important for the rural economy to grow and provide adequate levels of
local employment. However, this goal remains severely constrained by factors such as poor
access to capital, lack of modern entrepreneurial and production skills, market access and other
issues. Greater efforts need to be made to remove these chronic constraints. In addition, the
identif ication of viable rural enterprises for diverse communit ies could help faci l i tate the
establishment of more rural manufacturing enterprises. As such, there is an urgent need to
expedite the undertaking of business feasibility studies for different districts.

In addition to the above measures towards enhancing rural youth employment, it will be important
to create among youth a greater awareness of, and sensitisation to, the significant prospects of
the agriculture sector and other rural enterprises. Initiatives need to be taken to capture the
interest and commitment of youth and dispel stereotypical notions of agriculture and related
activities as having limited prospects. The modernisation of agricultural activity and raising
product iv i ty through appropr iate mechanisat ion wil l  help ease drudgery and upgrade the
employment quality of farm work. It also will be important to ensure that young people have
adequate access to land and other inputs.

Raising the standards of living in rural life through improved access to, and quality of, social
services and training is further expected to increase the ability of rural communities to retain
youth. This will both ease the pressure on urban employment and reduce critical labour shortages
in rural areas. A detailed analysis of ‘push’ and ‘pull’ factors that underlie youth migration from
rural to urban areas could help remedy this. For instance, review of the woola system, which is
the labour contribution to community development work, is necessary, since this could have a
vital bearing on the future retention and participation of youth in the rural economy.

Box 9.4

P r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e s

4 § Actively promote remunerative agriculture

4 § Promote off-farm enterprises and support these through

village skills development and other inputs

4 § Improve living and work conditions in rural areas
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YYYYYou t h  Emp l o ymen t  P r og r ammesou t h  Emp l o ymen t  P r og r ammesou t h  Emp l o ymen t  P r og r ammesou t h  Emp l o ymen t  P r og r ammesou t h  Emp l o ymen t  P r og r ammes

Primarily because increased unemployment is relatively recent, no employment creation/
generation programmes or schemes have been initiated thus far. However, in view of the
potent ia l  magni tude of  requ i red employment  generat ion in  the fu tu re ,  spec i f i c  youth
employment programmes directed toward providing wage or self-employment opportunities
should constitute part of the overall employment strategy. Youth-focused programmes by
themsleves may not contribute to an expansion of total employment, since there may be
compet i t ion between age groups  fo r  jobs .  Nonethe less ,  ded icated youth employment
interventions can provide supplementary employment, help in the development of useful work
skills and experience, and facilitate the entry of youth into the labour market or their own
small businesses, in terms consistent with the principle of decent work. A few small employment
programmes with focused targeting could be initiated on a pilot basis, in collaboration with the
private sector and/or NGOs. These could even be linked to existing vocational and skil ls
training programmes, at the end of which participants are employed for a specific time period.
Careful monitoring of pilot programmes or schemes would provide useful lessons learnt for
future interventions.

L abou r  Ma r ke t  I n f o rma t i on  Sy s t em  and  Re sea r c hLabou r  Ma r ke t  I n f o rma t i on  Sy s t em  and  Re sea r c hLabou r  Ma r ke t  I n f o rma t i on  Sy s t em  and  Re sea r c hLabou r  Ma r ke t  I n f o rma t i on  Sy s t em  and  Re sea r c hLabou r  Ma r ke t  I n f o rma t i on  Sy s t em  and  Re sea r c h

Consideration of policy options for youth employment is severely limited by the quality and
availabil ity of data on young people. Developing a meaningful youth employment agenda
and appropriate strategies can only be as good as the information they are based on. The
information available on youth employment is currently sketchy, however, and requires further
improvement, including segregation from the general employment situation in order to capture
a more detailed picture. While both the labor force surveys and the BLSS provide some basic
information, they do not allow for an in-depth understanding of the youth employment situation
based on which important policy decisions can be made. A systematic employment database
would further help reduce the
extent of the mismatch in skills
a nd  need s  o f  t h e  l a bou r
market.

A  de t a i l e d ,  s pe c i f i c  y ou t h
employment survey would help
address this lack of clarity on
t he  t r u e  ex t en t  o f  y ou t h
unemp l oymen t  and
underemployment. In addition
to carrying out periodic youth

Box 9.5
P r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e sP r i o r i t i e s

4 Apply consistent, coordinated national efforts to collect, research
and analyse data on the participation of Bhutanese youth in
the labour market

4 Strengthen the country’s labour planning and the labour market
information systems through adequate institutional support

4 Promote private employment agencies



124

employment surveys, this could be supplemented by statistical profiles, qualitative studies and
research on pertinent youth employment issues that merit more detailed attention.

For instance, research is needed to determine accurately whether youth are rejecting available
blue-collar or manual jobs in the private sector because of cultural or other factors, such as
remuneration, job security or the lack of career prospects. Moreover, while it is widely accepted
that the youth have high job expectations, there are no supporting data on the specifics of these
expectations. The availability of such information would help in labour planning and in building
youths’ skil ls and capacit ies to take up preferred occupations. Many small private sector
companies complain of extremely high turnover rates of youth employees, an issue that warrants
further scrutiny. It is possible that this high turnover may even contribute in some measure to
frequent unemployment or underemployment among Bhutanese youth. Annual labour force
surveys also do not provide any data on, nor differentiate between, short- and long-term
unemployment. As the latter has more serious consequences, filling in the data gaps on these
dimensions will be extremely useful for designing appropriate policy interventions. Other relevant
issues that require more study or data include:

4 Youth underemployment
4 Occupational distribution of youth labour
4 Wage structures/labour conditions for youth in the private and informal sectors
4 Duration of unemployment for youth and long-term unemployment
4 Youth employment in the informal sector and future prospects
4 Female youth unemployment in urban areas
4 Mapping of youth employment opportunities

The Bhutanese labour planning and labour market information systems are underdeveloped
and require strengthening. To this end, institutional strengthening of the agencies responsible
for labour force surveys and the labour force database will be essential. In addition, improved
collaboration among the statistics collecting units of various agencies, research institutions and
youth-focused government and non-government agencies would greatly facilitate more accurate
information and analysis and improved policy action.

The extent of unemployment can also be mitigated through the effective dissemination of
information about available jobs. While the Department of Employment and local media,
including the new internet job portal, provide information about job vacancies, this can be
facilitated through the establishment of private employment agencies.



125

C o n c l u s i o nC o n c l u s i o nC o n c l u s i o nC o n c l u s i o nC o n c l u s i o n

As the experience of many other countries shows, no single or simple solution exists for the
issue of youth employment. Efforts to enhance decent employment for youth for their economic
empowerment must be directed on several fronts: from the macro-economic policy framework to
sector-specific and micro-economic strategies; from promoting sustainable rural livelihoods to
easing urban migration; from making education more directly relevant to labour market needs
to improving labour productivity in manufacturing; from promoting youth partic ipation in
volunteerism to enhancing the dignity and status of blue-collar jobs and self-employment; and
from promoting decent employment in the informal sector to sustaining job creation and
facilitating access to jobs in the formal sector.

As the Bhutan Vision 2020 document emphasises, the treatment of youth employment must
move beyond the mere provision of vocational training opportunities and skills acquisition,
even as these investments in education and training for young people continue to remain
essential to furthering their employability. Important as these are in the present context, simply
facilitating access to jobs and easing the transition of youth into the workplace, without direct
job creation and increasing the demand for national labour, will not be sufficient.

The pro-active and integrated treatment of youth employment wil l necessitate the active
participation of many actors and the forging of strong mutual partnerships among them. The
responsibility cannot simply lie with either the government or the private sector, but must also
more actively involve civil society. Youth themselves and the communities they live in need to
be consulted, and their views and perceptions must be built into the national employment
agenda. Only then can Bhutan achieve the object ives of Gross Nat ional Happiness and
constructive human development.



126

Compu t i n g  t h e  Human  Deve l opmen t  I n dex  f o r  Bhu t anCompu t i n g  t h e  Human  Deve l opmen t  I n dex  f o r  Bhu t anCompu t i n g  t h e  Human  Deve l opmen t  I n dex  f o r  Bhu t anCompu t i n g  t h e  Human  Deve l opmen t  I n dex  f o r  Bhu t anCompu t i n g  t h e  Human  Deve l opmen t  I n dex  f o r  Bhu t an
The Human Development Index (HDI) is based on three indicators: longevity, as measured by

life expectancy at birth; educational attainment, as a combined measure of adult literacy (two-

thirds weight) and the combined gross primary, secondary and tertiary enrolment ratio (one-

third weight); and standard of living, as measured by real GDP per capita (PPP$). The

methodology adopted, along with the definition of variables and their measurement, in calculating

the HDI for Bhutan is illustrated below.

F i x ed  m i n imum and  max imum va l u e sF i x ed  m i n imum and  max imum va l u e sF i x ed  m i n imum and  max imum va l u e sF i x ed  m i n imum and  max imum va l u e sF i x ed  m i n imum and  max imum va l u e s
To construct the index, fixed minimum and maximum values are established for each of these

indicators.

Life expectancy at birth: 25 and 85 years

Adult literacy: 0 percent and 100 percent

Combined gross enrolment ratio: 0 percent and 100 percent

Real GDP per capita (PPP$): US$100 and $40,000 (PPP$).

For any component of the HDI, individual indices can be computed according to the general formula:

 Actual x, value - minimum x, value

Index  =

Maximum x, value - minimum x, value

If, for example, the life expectancy at birth in a country is 65 years, then the index of life

expectancy for this country would be:

65 - 25  =  40

Life expectancy index = =0 .667=0 .667=0 .667=0 .667=0 .667

85 - 25  =  60

The construction of the income index is a little more complex. Income enters into the HDI

as a surrogate for all dimensions of human development not reflected in a long and healthy

life and in knowledge; in a nutshell, it is a proxy for a decent standard of living. The basic

approach in the treatment of income has been driven by the fact that achieving a respectable

level of human development does not require unlimited income. To reflect this, income is

discounted in calculating the HDI according to the following formula:

log
y
- log y

min

Income Index     =

log y
max
 - log y

min

TECHNICAL NOTES 1TECHNICAL NOTES 1TECHNICAL NOTES 1TECHNICAL NOTES 1TECHNICAL NOTES 1
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The actual construction of the HDI for Bhutan in 2003 is based on the following calculation

and values of the HDI components.

A .  L i f e  E xpe c t an c y  I n dexA .  L i f e  E xpe c t an c y  I n dexA .  L i f e  E xpe c t an c y  I n dexA .  L i f e  E xpe c t an c y  I n dexA .  L i f e  E xpe c t an c y  I n dex
The Life Expectancy Index is calculated using life expectancy at birth and the fixed minimum

and maximum values. The expectation of life at birth in Bhutan for the year 2003 was

estimated at 66.1 for both sexes, 66.2 for females and 66 for males.

The fixed maximum and minimum values were 85 years and 25 years respectively. For Bhutan,

the life expectancy index in 2003 would be:

Life Expectancy Index

66.1 - 25   =    41.1

Bhutan (2003) =  =  0.6850.6850.6850.6850.685

85  - 25   =     60

B .  E du ca t i o na l  A t t a i nmen t  I n dexB .  E du ca t i o na l  A t t a i nmen t  I n dexB .  E du ca t i o na l  A t t a i nmen t  I n dexB .  E du ca t i o na l  A t t a i nmen t  I n dexB .  E du ca t i o na l  A t t a i nmen t  I n dex
   B.1  Adult Literacy Index   B.1  Adult Literacy Index   B.1  Adult Literacy Index   B.1  Adult Literacy Index   B.1  Adult Literacy Index

The Adult Literacy Index is calculated using the adult literacy rate and the fixed minimum and

maximum values. Adult literacy in Bhutan for 2003 is estimated at 54%. The fixed maximum

and minimum values are 100 and 0. For Bhutan, the adult literacy index in 2003 would be:

Adult Literacy Index
54 - 0   =      54

Bhutan (2003) = =   0.5400.5400.5400.5400.540

     100 - 0   =     100

   B.2  Combined Enrolment (primary, secondary and tertiary) Index   B.2  Combined Enrolment (primary, secondary and tertiary) Index   B.2  Combined Enrolment (primary, secondary and tertiary) Index   B.2  Combined Enrolment (primary, secondary and tertiary) Index   B.2  Combined Enrolment (primary, secondary and tertiary) Index

  63 - 0    =    63

  Bhutan (2003) = =   0.630   0.630   0.630   0.630   0.630

 100 - 0         100

The Education Attainment Index for Bhutan in 2003 with the appropriate two-thirds weightage

for the Adult Literacy Index and a one-third weightage for the Combined Enrolment Index

works out to:

Bhutan (2003)  =     2(0.540)/3 + (0.630)/3  =  0.5600.5600.5600.5600.560
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C .   I n c ome  I ndexC .   I n c ome  I ndexC .   I n c ome  I ndexC .   I n c ome  I ndexC .   I n c ome  I ndex
Ad j u s t e d  R ea l  GDP  P e r - C a p i t a  ( P PP$)  I n d e xAd j u s t e d  R ea l  GDP  P e r - C a p i t a  ( P PP$)  I n d e xAd j u s t e d  R ea l  GDP  P e r - C a p i t a  ( P PP$)  I n d e xAd j u s t e d  R ea l  GDP  P e r - C a p i t a  ( P PP$)  I n d e xAd j u s t e d  R ea l  GDP  P e r - C a p i t a  ( P PP$)  I n d e x
The Adjusted Real GDP Per-Capita Index for Bhutan in 2003 works out to:

                    Log (2,060)  - Log (100)

     Bhutan (2003)  =                            = 0.5030.5030.5030.5030.503

   Log (40,000)  - Log (100)

The real GDP per capita (PPP$) for 2003 is a crude estimation on the basis of the GDP per
capita (PPP$) As no proper evaluation study to determine the PPP$ value in Bhutan has been
undertaken, the figure used here is a rough approximation arrived at solely for the purposes of
calculating the HDI value for Bhutan.

The HDI value on the basis of the above calculations is estimated at 0.583.
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The  Human Pove r t y  I ndex  fo r  Deve lop ing  Coun t r i e s  (HP I -1)The  Human Pove r t y  I ndex  fo r  Deve lop ing  Coun t r i e s  (HP I -1)The  Human Pove r t y  I ndex  fo r  Deve lop ing  Coun t r i e s  (HP I -1)The  Human Pove r t y  I ndex  fo r  Deve lop ing  Coun t r i e s  (HP I -1)The  Human Pove r t y  I ndex  fo r  Deve lop ing  Coun t r i e s  (HP I -1)
While the HDI measures average achievement, the HPI-1 measures deprivations in the three
basic dimensions of human development captured in the HDI:

8 A long and healthy life - Vulnerability to death at a relatively early age, as measured
by the probability at birth of not surviving to age 40.

8 Knowledge - Exclusion from the world of reading and communications, as measured by
the adult illiteracy rate.

8 A decent standard of living - Lack of access to overall economic provisioning, as
measured  by the unweighted average of two indicators, the percentage of the
population without  sustainable access to an improved water source and the percentage
of children underweight for age.

Calculating the HPI-1 is more straightforward than calculating the HDI. The indicators used to
measure the deprivations are already normalised between 0 and 100 (because they are
expressed as percentages), so there is no need to create dimension indices as for the HDI.
Originally, the measure of deprivation in a decent standard of living also included an indicator
of access to health services. But because reliable data on access to health services were
lacking for recent years, deprivation in a decent standard of living has been measured by two
rather than three indicators  the percentage of the population without sustainable access to
an improved water source and the percentage of children underweight for age.

Ca l cu l a t i ng the HP I -1 fo r Bhu tanCa l cu l a t i ng the HP I -1 fo r Bhu tanCa l cu l a t i ng the HP I -1 fo r Bhu tanCa l cu l a t i ng the HP I -1 fo r Bhu tanCa l cu l a t i ng the HP I -1 fo r Bhu tan
Following the technical note in the Human Development Report 2004, the formula for
calculating the HPI-1 is as follows:

HPI-1 = [ 1/3 (P
1
a + P

2
a+ P

3
a)]1/a

Where:
P
1
 = Probability of not surviving to age 40 (times 100)

P
2
 = Adult illiteracy rate

P
3
 = Unweighted average of population without sustainable access to an improved

    water source and children underweight for age
a = 3

For Bhutan, the P
1
, P

2
 and P

3
 values are as follows:

P
1
 = 17.3 percent

P
2
 = 46 percent

P
3
 = 1/2[ 22 percent +19 percent] = 20.5 percent

The HPI-1 value for Bhutan for 2002 is then constructed using the above formula.
HPI-1 = [1/3 (17.33+463+20.53) ]1/3 = 33.3433.3433.3433.3433.34

TECHNICAL NOTES 2TECHNICAL NOTES 2TECHNICAL NOTES 2TECHNICAL NOTES 2TECHNICAL NOTES 2
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ABBREVIAABBREVIAABBREVIAABBREVIAABBREVIAT IONST IONST IONST IONST IONS

AIDS Acquired Immunodeficiency Syndrome
ATP Apprenticeship Training Program
BCCI Bhutan Chamber of Commerce and Industry
BHU Basic Health Unit
BIMSTEC Bangladesh, India, Myanmar, Singapore, Thailand Economic Cooperation
BPSS Bhutan Private Sector Survey
BVQA Bhutan Vocational Qualifications Authority
BVQF Bhutan Vocational Qualifications Framework
CBR Crude Birth Rate
CDR Crude Death Rate
CGS Credit Guarantee Scheme
CMR Child Mortality Rate
CPSD Committee for Private Sector Development
DC Developing Countries
DoP Department of Planning
DYT Dzongkhag Yargye Tshogchung
EDP Entrepreneurship Development Programme
EFA Education for All
EPI Expanded Program of Immunisation
EIA Environmental Impact Assessment
FDI Foreign Direct Investment
FYP Five-Year Plan
GDI Gender Development Index
GDI Gross Domestic Investment
GDP Gross Domestic Product
GEM Gender Empowerment Measure
GER Gross Enrolment Ratio
GNH Gross National Happiness
GYT Geog Yargye Tshogchung
HALE Health-Adjusted Life Expectancy
HDI Human Development Index
HPI Human Poverty Index
HDR Human Development Report
HIV Human Immunodeficiency Virus
IMR Infant Mortality Rate
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IT Information Technology
LEB Life Expectancy at Birth
LFPR Labor Force Participation Rate
LDC Least Developed Country
MDGs Millennium Development Goals
MMR Maternal Mortality Rate
MoF Ministry of Finance
NER Net Enrolment Ratio
NFE Non-Formal Education
NHDR National Human Development Report
NHS National Health Survey
NNS National Nutritional Survey
NWAB National Women’s Association of Bhutan
NGO Non-Government Organisation
NSB National Statistical Bureau
Nu. Ngultrum [the Bhutanese currency unit]
NTTA National Technical Training Authority
PHC Primary Health Care
PLP Post-Literacy Programme
PPD Planning and Policy Division
PPP$ Purchasing Power Parity in US dollars
PSD Private Sector Development
RGoB Royal Government of Bhutan
RMA Royal Monetary Authority
SAARC South Asian Association for Regional Cooperation
SAFTA South Asia Free Trade Agreement
STD Sexually Transmitted Disease
TFR Total Fertility Rate
TVI Technical Vocational Institutes
U5MR Under-5 Mortality Rate
UNDP United Nations Development Programme
VET Vocational Education and Training
VSDP Village Skills Development Programme
WB World Bank
WHO World Health Organisation
WSSD World Summit for Social Development
WTO World Trade Organisation
YES Youth Employment Summit
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