


EXECUTIVE SUMMARY

Bhutan continues to make significant and sustained progress in achieving the Millennium Development
Goals (MDGs). However, many projects face the challenge of ensuring that results and impact can be
scaled up and/or sustained over time. While some external factors may take much longer to address,

UNDP firmly believes that it can certainly re-align its strategies to enable scaled up support for

development effectiveness at the local level. In this regard, the UNDP MDG Breakthrough Strategy (2010)
stipulates that scaling up integrated local development initiatives will help accelerate progress towards
MDGs through expanding local services to support MDG developing capacity of local agencies to deliver,
and better aligning central and local institutional framework.

UNDP Bhutan led international development partners supports a variety of local development and
governance projects with the goal to improve service delivery, related to MDGs, in concert with the Royal
Government of Bhutan. Four of these are a) Rural Economy Advancement Programme (REAP), b)
Poverty-Environment Initiative (PEI), c) Local Governance Support Programme (LGSP), and d) E
Governance. All these programmes/projects have the common objective of improving the lives and
livelihoods of the people living in rural communities in Bhutan.

The objective of this report is to find and propose ways and means of increasing the impact of the above
mentioned programmes and projects through exploring every possible avenue including finding synergies,
linkages and integration opportunities in order to reach out to a larger number of rural communities with
a high level of poverty incidence.

While Chapter One provides a snapshot of the Millennium Development Goals and incorporation of the
first Millennium Development Goal of reduction of poverty and hunger into the Tenth Plan (2008 -2013) as
its overarching goal, the second chapter provides a brief highlight of the status of achievement of MDG 1

in Bhutan which by and large is on track. In discussing through Chapter Three the four
programmes/projects one realizes that while significant achievements have been made, the
programmes/projects are currently faced with a wide range of challenges, which urgently need
addressing to accelerate the progress. The challenges and lessms learned shows that there are ample
opportunities for integration, and finding synergies and linkages, offering opportunities to address the
bottlenecks leading to the increased impact of the programmes/projects in order to reach a larger

number of rural communities with a high level of poverty incidence.

These four projects/programmes i Rural Economy Advancement Programme, PovertyEnvironment
Initiative, Local Governance Support Programme, and EGovernancei have one common theme running
through them 7 the poverty reduction; the only difference being whether the programme/project is a
direct intervention to reduce poverty in the rural areas or is designed to contribute towards poverty
reduction. Of particular interest is that of REAP. Although it aims primarily to contribute to the attainment
of MDG 1, it has had positive spillover impacts across a range of MDG targets due to its holistic and
integrated approach, providing greater opportunities for integrating other programmes/projects with
REAP. Further,this initiative has demonstrated high impact in improving rural livelihoods through multi -
sectoral approach targeting disadvantaged and vulnerable communities, and combining employment
creation, environmental protection, and governance and capacity development interventions. It is evident
that in the medium -term, an integrated approach at the local level is the most effective way to combat
poverty and growing threats of climate change and natural disasters. Up scaling of the programme , along
with other pro grammes, is called for.

Major Recommendations:

Chapter Four, on the basis of discussions in the third chapter offers a number of thematic
recommendations; some major ones are as in the following:



Project/Programme Designs and Formulation.

1. Programme/project design phase must focus on achieving the intended outcomes, objectives and
impact and prioritise and design activities accordingly taking a participatory approach. Such a
plan must necessarily include the scope, time period, and implementation schedule, including
contingency plans to address the specific localized issues and needs.

Institutional Arrangements:

2. Always engage Dzongkhag and Gewog Administrations and root all the activities through starting
from the project identification for full cooperation and support

3. Strengthen the institutional arrangements at the national level for guiding the budget allocation
process and wider aspects of fiscal decentralisation through strengthening of collaboration
between MoF, GNHC and DLG.

4, Establish a Fiscal Task Force for local governments with memberships from MoF, GNHC, DLG
and elected representatives from local governments, that would: recommend improvements to
the Government on the basis of annual (at least) review experiences with existing financing
arrangements at the minimum, issue one annual report with analysis and recommendations.
LGSP should initially provide short term TA to kick start its operations.

5. Facilitated by LGSP, ceate a formalized service delivery working group with task t o assist DITT,
DLG and G2C to come to agreement on an effective and strong central management mechanism
that can ensure quality G2C services nationwide, at optimal cost.

6. LGSP need to support DLG specifically to ensure that LG concerns are adequately addresed in
the CCs and G2C implementation and operations.

7. Urgently work out t he relationshipsb et ween | oc al governments in parti
local CC manager and the PPP operator sding out the role, authority and capacity of the
administrations in relation to the CCs and the national overall operator in a way that up-holds the
admi ni strative and s uper vihisexergise shaulld &so sef outtthe mlesGu p 6 s Of
and responsibilities of the DITT, DLG and the Dzongkhags in matters concerning the CCs and
G2C eservices.

Involvement of Stakeholders:

8. Involve important stakeholders, including beneficiaries (as relevant), at every important stages of
the programme/project so that unnecessary delays and problems do not occur during
implementation.

9. Facilitated by LGSR consensus must be reached among key central stakeholders (GNHC, MoF,
DLG and Parliament) on the principles of budget allocations to local government and the
procedures for making these more transparent.

10. Involve elected local government officials in planning and oversight of capacity development (CD)
activities for LGs including Dzongkhag Tshogdu (DT) chairpersons which may be in the form of a
fir ef er en thatisgonsulteghan development, design and evaluation of CD activities.

Capacity Building:

11. Build capacity of the community members so that they are not only able to prioritize their
problems and interventions in a rational and coherent manner, but also t hat the community
participation improves both in terms of numbers and by gender, particularly by women.



12.

13.

14,

15.

16.

17.

Continue the provisions for recruitment of skilled house construction workers required (such as
carpenters, masons) with provisions to train a few selected villagers on constructions and allied
aspects.

Explore the possibility of using comparative advantages of UN specialized agencies in delivering
professional support to programme interventions for full potential programme results, which are
necessaily built into the capacity building of the nationals, both at the centre and at the local
levels.

On a priority basis provide training and orientation of the newly elected members of the Gewogs
focusing on 1 government rules and regulations, basic judicial processes, procurement rules and
sectoral policies, contract management, supervision of works, planning and prioritization,
management and administration, basic IT skills, use of PlaMS/PEMS, and Project Management
Skills.

Strengthen DLG to manage capacty building and other core areas.

Enhance the capacity of the people in-charge of the CCs to not only operate the available
facilities but also provide a range of services including helping community members and gewog
administration in accessng e-services, writing letters and agreements both in English and
Dzongkha, etc. This capacity enhancement would include raising their educational qualification
requirement and training provisions.

Raise awareness, particularly among the rural population of the CCs and the services and
facilities provided by it including the G2C e-services and how they might avail services and what
it involves to avail such facilities and services.

Communication and Coordination:

18.

19.

20.

21.

Strengthen communication and coordination between the central executing agencies and
Dzongkhags and between Dzongkhags and Gewogs, particularly at the implementation stage in
terms of monitoring and reporting, including the training requirements.

Document ongoing practices and highlight opportunities and challenges for better coordination
between development activities that achieve pro-poor intervention initiatives .

Establish a formalized coordination mechanism involving at the very least concerned agencies of
DLG, DITT and G2G including the eventual ownership of the project between DITT and DLG.

LGSP need to support DLG specifically to develop and strengthen coordination, supervision and
monitoring systems for service delivery, as well as capacity, at central, Dzongkhag and gewog
levels.

Monitoring and Evaluation:

22.

23.

24,

Strengthen documentation of proper records in easily accessible and retrievable form of the
programme and project documents, of the work plans and progress reports, of monitoring and
evaluation reports, and any other specific studies carried out.

Enhance programme monitoring and reporting to include reporting against outcome/impact
indicators and targets and against baseline. A format to capture results and outcomes could be
developed and attached to PLaMS reports.

Strengthen Monitoring and Evaluation systems, including



o Introduction of nationwide basic performance measurement system i largely a desk based,
based on a simplified version of the draft performance assessment manual on local
government public financial management performance.

o Initiate a system of formative research into local governance issues, including the quality of
participatory planning, qualitative aspects of local regulatory work and local service delivery

issues.
Financial Matters:
25. On a priority basis sustainable funding position needs to be secured as the scale-up programme

will require even greater financial resources than what has been needed so far.

26. The initial budget allocations to local government needs to be more realistic and clearly allocated
according to formula unless very specific programmes are identified and approved by parliament
in a transparent manner.

27. Allocations of additional funds made available during fiscal year should primarily be done on
formula basis (at least at the Dzongkhag level, if at G ewog levels is deem unrealistic).

28. The mid-year budget review process should be made more transparentby involving MoF, GNHC,
DLG as well as the DT. It would also be desirable if reallocations primarily is undertaken within
each Gewog and Dzongkhag and approved by the DT.

29. Develop mechanisms for easier flow of and release of funds to the implementing agencies.

Sustainability and Viability:

30. In regards to the operation of CCs, make provision for certain rationalized amount of annual
subsidies for all gewogs. A rough annual subsidy estimate for all gewogs including, except IT
connectivity, all direct and indirect subsidies hovers round Nu.25.00 million per annum. Such
subsidies may have to be even enhanced for those gewogs identified with having population
living below poverty line.

31. So far as PEl is concerned, focus on sustainability ensuring Government can continue the process
without external support. Activities contributing to this should be prioritised, e.g. activities
targeting national training institutions t o include ECP mainstreaming in the -curricula for
education/training for future civil servants .

Catalytic Activities:

32. Any intervention programme/project on poverty alleviation must necessarily incorporate
components and activities that focus on meeting the basic human needs including improving the
living conditions through renovation or construction of new houses.

More about G2C and CCs.

33. Reuvisit the rationale and therefore the establishment of the CCs and the project concept in light
of the concerns and issues as highlighted above in conjunction with the recommendations made
under dnstitutional Arrangements 6here above.

34. Spearheaded and fecilitated by the LGSP, the following need to be carried out i

o Conduct pilots of the relation with and roles of
at least 2 gewogs with CCs. At least one should be a gewog without other ancillary service
providers.



o Conduct pilot of G2C service delivery through t h

a CC in phase I, preferably a smaller, relatively remote gewog.

0 Support DLG, MoWHS, and one or two municipalities/towns in perfecting and piloting an
effective and appropriate OSS type service delivery model for large and medium size urban
areas.

Integration and Synergies.:

35. REAP is designed to be one holistic and integrate
c a pi t humanfsocial, nature, physical and f i nanci al . The programme mus:H
capitals6é6 and live up to it in its true spirit at

impact on other MDGs would further improve.

36. Raise the level of REAP from that of being focused to villages on their own to that of gewogs
focusing on a cluster of villages depending upon the need. The current trend of focusing targeted
villages on their own outside of the context the gewog within which are the villages have major
operational limitations.

37. Inte grate the other three programmes/projects into REAP for all operational purposes so far as
the gewogs and villages in the gewogs are concerned with the implementation centres located
within the gewog administration. This would warrant creation of a separat e office at the central
level located within the most relevant agency the operation and management of which being
guided by a steering committee composed of important stakeholders. This would also warrant
that all activities of this integrated programme be routed through the Dzongkhag administration

and as discussed under Alnstitutional Arrangement ¢

to play a pivotal role in all these initiatives.

38. Following on recommendations provided under various preceding secfons pertaining to the
Gewog Administration, the Gewog Administrati
However, this capacity enhancement at the gewog level needs to be seen in conjunction with the
capacity at the Dzongkhag level as many of the capacity needs at the gewog level can also be
covered from the pooled human resources at the Dzongkhag Administration. With this
arrangement the Dzongkhag Headquarter will have the monitoring role for all the initiatives in the
gewogs and villages.

Linkages.

39. Colocatethe i One St op Far me robtide Mty pfAgri¢ului Rl )Forests in the
CCs as one other service of the CCs. At the moment the OSFSs locatedht the level of gewogs
meet two needs of the farmers: 1) government facilitating to make available for the farmers at
the OSFS such items as animal feeds, agriculture tools and equipment, seeds, fertilizers, etc.
without farmers having to travel outside of their gewogs; and 2) the O SFS buying the surplus
products of the farmers and facilitating its sale with the support of DAMC, MoAF.

40. DITT, DLG and Marketing Division of DAMC need to work out ways and means so that ICT
facilities at the CCs are used for marketing purposes for the farmers, including their agricultural
products.

41. Strengthen and harmonize linkages between the development partners and executing agencies,
between the executing agencies and sector ministries and other stakeholders including NGOs and
CSOs at the central levd; between the central executing agencies and the Dzongkhags and
Gewogs; between the Dzongkhags and Gewogs; and between and among the service providers
within the principle of one integrated whole Gewog Administration which has the pivotal role for
the local development and service delivery in the gewog and the villages in the village.

onso6 c



ACRONYMS

ACG
AGG
BH
BLSS
BMIS
BTL
CCs
CD
CeCs
CICs
CSOs
DAMC
DGTTF
DITT
DLG
DNB
DPA
DPs
DT
ECP
EU
G2C
GAOs
GNHC
GT
HH
HPI
ICT
IMF
IRUDPA
ISP

IT
JAR
JSP

LDPM
LGs

LGSP
MDG 1
MDGs
M&E
MoAF
MoF
MoWHS
MVP
MYRB

: Annual Capital Grants

: Annual Grants Guidelines

: Bhutan

: Bhutan Living Standard Survey

: Bhutan Multiple Indicator Survey

: Bhutan Telecom Limited

: Community Centres

: Capacity Development

: Community e-Centres

: Community Information Centres

: Civil Society Organisations

: Department of Agriculture Marketing and Cooperatives
: Democratic Governance Thematic Trust Fund
: Department of Information Technology and Telecom
: Department of Local Governance

: Department of National Budget

: Department of Public Accounts

: Development Partners

: Dzongkhag Tshogdu

: Environment, Climate Change and Poverty

: European Union

: Government to Citizen

: Gewog Administrative Officers

: Gross National Happiness Commission

: Gewog Tshogde

: Household

: Human Poverty Index
: Information Communication Technology

. International Monetary Fund
. Integrated Rural i Urban Development and Poverty Alleviation
. Internet Service Provider

. Information Technology
: Joint Annual Report
: Joint Support Programme

: Local Development Planning Manual
: Local Governments

: Local Governance Support Programme
: First Millennium Development Goal

: Millennium Development Goals

: Monitoring and Evaluation

. Ministry of Agriculture and Forests

: Ministry of Finance

: Ministry of Works and Housing Services
: Millennium Villages Project

: Multi-Year Rolling Budget



NGOs : Non Governmental Organizations

NHDR : National Human Development Report

NSB : National Statistics Bureau

OSFS : One Stop FarmersdShop

0SS : One Stop Shops

PAR : Poverty Analysis Report

PE : Poverty-Environment

PEI : Poverty-Environment Initiative

PEMS . Public Expenditure Management System

PEN . Poverty-Environment Nexus

PlaMS . Planning Management System

PPP : Public Private Partnership

PTTF : Poverty Thematic Trust Fund

REAP : Rural Economy Advancement Programme
RENEW : Respect, Educate, Nurture, and Empower Women
RGOB : Royal Government of Bhutan

RLP : Rural Livelihood Project

RNRRC : Renewal Natural Resourcesi Research Centres
RSPN : Royal Society for Protection of Nature

RWSS : Rural Water and Sanitation Services

SASEC : South Asia Sub-Regional Economic Cooperation
SDC : Swiss Agency for Development and Cooperation
SDS : Sustainable Development Secretariat

SESP : Sustainable Environment Support Programme
SLMP : Sustainable Land Management Programme

TA : Technical Assistance

ToT : Training of Trainers

UN : United Nations

UNCDF : United Nations Capital Development Fund

UNDP : United Nations Development Programme

UNDP CO : United Nations Development Programme Country Office
UNEP : United Nations Environment Programme

UNFPA : United Nations Population Fund

UNICEF : United Nations Childrenés Fund
UNTFHS : United Nations Thematic Fund for Human Security
UNV : United Nations Volunteer

UsD : US Dollar

VDP : Village Development Plan

VPPG . Village Participatory Planning Guidelines

WwB : World Bank

WFP : World Food Programme

YDF : Youth Development Fund



GLOSSARY OF BHUTANESE TERMS

Chiwog . Village

Dungkhag : Sub-division of a district

Dungpa : Sub-divisional officer

Dzongkha : National language

Dzongkhag . District

Dzongkhag Tshogdu : District Development Committee
Dzongrab . Assistant District Governor
Gewog : Administrative block/county
Gewog Tshogde : Administrative block/County Development Committee
Gup . Elected block leader

Thromde . Municipality
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Chapter one: the Context

1.1. Millennium Development Goals

In September 2000, 189 Heads of States and Governments agreed to the Millennium Declaration at the
Millennium Summit and pledged to achieve tangible and quantifiable progress in development areas by
2015. This Millennium Declaration articulated a strong commitment to creating an environment, both at
the national and global levels, that is conducive to development and the elimination of poverty and
mainstreamed a set of inter-connected and mutually reinforcing development goals and targets.

The Millennium Development Goals (MDGs), comprising of eight major development goals and 21 specific
targets (See Box 1.1), forms the principal means of implementing the Millennium Declaration. These eight
MDGs, to be achieved by 2015 from the baseline year of 1990, included the primary goals of halving
extreme poverty and hunger; achieving universal primary education; promoting gender equality; reducing
child mortality; improving maternal health; combating HIV/AIDS, malaria and other diseases; ensuring
environmental sustainability; and developing a global partnership for development. *

It is more than a decade since the world leaders established goals and targets to free humanity from
extreme poverty, hunger, illiteracy and disease. The Millennium Declaration and subsequertly the MDG
framework have inspired development efforts and helped focus and set global and national priorities.
While much has been achieved across the globe, a cause for celebration, there is much more to be done
at an accelerated pace given that there is just about four years left to the 2015 Millennium Development
deadline. In this regard, Zukang (2011,)?pr ovi des a succinct overview
concerns, the highlights of which are as below:

Lives have been saved or changed for the better:

Poverty continues to decline in many countries and regions

Some of the poorest countries have made the greatest strides in education
Targeted interventions have succeeded in reducing child mortality

Increased funding and control efforts have cut de aths from malaria
Investments in preventing and treating HIV are yielding results

Effective strategies against tuberculosis are saving millions of lives

Every region has made progress in improving access to clean drinking water

=A =4 =8 -8-4_-4-9

Despite real progress, we are failing to reach the most vulnerable:
1 The poorest children have made the slowest progress in terms of improved nutrition
1 Opportunities for full and productive employment remain particularly slim for women
1 Being poor, female or living in a conflict zone increases the probability that a child will be out of
school
1 Advances in sanitation often bypass the poor and those living in rural areas
1 Improving the lives of a growing number of urban poor remains a monumental challenge
1 Progress has been uneven in improving access to safe drinking water

Zukang also makes a critical point in advancing
requires an active commitment to peace, equity,

! Tenth Plan DocumentVal 2  LIdmcpd 9 @Sy (K2dzZAK GKA&A R20dzySyid vYvSyidizya 27
Monitoring Report 2010 mentions as 21 targets.
2 Overview to the United Nations MDG Report 2011;p.4
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Box 1.1: Goals and Targets from the Millennium Declaration

GOAL 1: ERADICATE EXTREME POVERTY AND HUNGER

TARGET 1.A: Halve, between 1990 and 2015, the proportion of people whose income is less than $1.25 a day

TARGET 1.B: Achieve full and productive employment and decent work for all, including women and young people

TARGET 1.C: Halve, between 1990 and 2015, the proportion of people who suffer from hunger

GOAL 2: ACHIEVE UNIVERSAL PRIMARY EDUCATION

TARGET 2.A: Ensure that by 2015, children everywhere, boys and girls alike, will be ableto complete a full course of
primary schooling

GOAL 3: PROMOTE GENDER EQUALITY AND EMPOWER WOMEN

TARGET 3.A: Eliminate gender disparity in primary and secondary education, preferably by 2005, and at all levels of
education no later than 2015

GOAL 4. REDUCECHILD MORTALITY

TARGET 4.A: Reduce by twethirds, between 1990 and 2015, the under -five mortality rate

GOAL 5: IMPROVE MATERNAL HEALTH

TARGET 5.A: Reduce by threequarters, between 1990 and 2015, the maternal mortality ratio

TARGET 5.B: Achieve by 2015universal access to reproductive health

GOAL 6: COMBAT HIV/AIDS, MALARIA, AND OTHER DISEASES

TARGET 6.A: Have halted by 2015 and begun to reverse the spread of HIV/AIDS

TARGET 6.B: Achieve by 2010 universal access to treatment for HIV/AIDS for all thosewho need it

TARGET 6.C: Have halted by 2015 and begun to reverse the incidence of malaria and other major diseases

GOAL 7: ENSURE ENVIRONMENTAL SUSTAINABILITY

TARGET 7.A: Integrate the principles of sustainable development into country policies and programs and reverse the
loss of environmental resources

TARGET 7.B: Reduce biodiversity loss, achieving by 2010 a significant reduction in the rate of loss

TARGET 7.C: Halve by 2015 the proportion of people without sustainable access to safe drinking wate and basic
sanitation

TARGET 7.D: Have achieved a significant improvement by 2020 in the lives of at least 100 million slum dwellers

GOAL 8: DEVELOP A GLOBAL PARTNERSHIP FOR DEVELOPMENT

TARGET 8.A: Develop further an open, rulebased, predictable, non-discriminatory trading and financial system
(including a commitment to good governance, development, and poverty reduction, nationally and
internationally)

TARGET 8.B: Address the special needs of the leastleveloped countries (including tariff - and quota-free access for
exports of the least-developed countries; enhanced debt relief for heavily indebted poor countries and
cancellation of official bilateral debt; and more generous official development assistance for countries
committed to reducing poverty)

TARGET 8.C: Address the special needs of landlocked countries and small island developing states (through the
Programme of Action for the Sustainable Development of Small Island Developing States and the
outcome of the 22nd special session of the General Assembly)

TARGET 8.D: Deal comprehensively with the debt problems of developing countries through national and
international measures to make debt sustainable in the long term

TARGET 8.E: In cooperation with pharmaceutical companies, provide access to #fordable, essential drugs in
developing countries

TARGET 8.F: In cooperation with the private sector, make available the benefits of new technologies, especially
information and communications

(Source: United Nations. 2008. Report of the Secretary-General on the Indicators for Monitoring the Millennium Development Goals.
E/CN.3/2008/29. New York. in WB & IMF (2010). Global Monitoring Report 2010: The MDGs After the Crisis.p.xii)

1.2 MDG1 in the Tenth Five Year Plan

With Gross National Happinessas Bhut ands dev el RopenyeReductignliwith its mrgepth y
reduce the incidence of population living below poverty line to less than 15% from 23.2% °in 2007)*, has
been articulated as the primary goal and overarching theme of the Tenth Plan to be realized through the
overall macro strategies of vitalizing economic and industrial development, implementing national spatial

® Poverty Analysis Report 2007, p.12
“Tenth Plan document, Vol I, p.49, Tenth RTM Report, p.2 & 8, and MD@ayligeport, p.29

11



planning, synergizing integrated rural-urban development, expanding strategic infrastructure, investing in
human capital and enhancing enabling environment.®

Learning lessons from particularly the Ninth Plan, in addition to the conventional mainstream
development programmes of central agencies and local governments, a programme of targeted poverty
reduction has been initiated and implemented in the Tenth Plan directly by the Royal Government as well
as in collaboration with the NGOs and other agencies with relevant expertise to help the poor and
vulnerable. The initiative is aimed to ensure that resources and development activities directly benefit the
poor. In close partnership with those living in or vulnerable to extreme poverty, th e initiative seeks to
identify and develop the potential of the poor, increase their productive capacity and reduce barriers and
improve access to sources of livelihood, including distribution of land to the landlessness and a
programme of resettlement. ®

While other macro strategies have immense potential to reduce poverty in the country, the strategy -
Synergizing Integrated Rural-Urban Development for Poverty Alleviation i is of particular interest in this

discussion of accelerating reduction of poverty and hunger. Linking rural poverty directly to the low levels

of agricultural productivity and inadequate access to markets, economic opportunities, resources, assets
and social services, the strategy is to effectively utilize urban and external market demand and
consumption as important drivers for rural growth, incom e generation and enhanced productivity. Some
of the highlights of this strategy are as follows: ’

1 Strengthening of the commercialization of agriculture and forest which includes: agriculture
value-addition, promotion of horticulture and cash crops, establishment of community forests,
including the commercial development of non-wood forest products and organic farming. This is
anticipated to take place by way of developing downstream agro/forest -based industries that add
value to primary agro-forestry produce collected or grown to further the income generation
possibilities of rural families.

1 Supporting development of small-scale and cottage industries, local handicrafts, textiles and arts,
and various other off-farm activities and enterprises, including promoting community or rural
based tourism and enhancing access to micro-credit facilities.

1 Strengthening efforts to restructure and transform subsistence agriculture through enhancing
production and productivity, expanding farm and feeder road networks and improving
commercial orientation through innovative and relevant agricultural marketing mechanisms.

1 Promoting intensive cultivation of crops including the selective introduction of monoculture forms
of agriculture in certain areas on an experimental basis initially and encouraging specialization
based on regional and local comparative advantages for production of goods and services;
mitigation of impact of wildlife crop depredation is anticipated to be part of it;

1 Permitting and facilitating the intro duction of contract farming mechanisms as a measure to
address the poor market service and access that affects many rural farming communities. This is
intended to help protect small holder farmers overcome existing market constraints, minimize
transaction costs and enhance market access.

1 Strengthening existing farmer cooperatives with technical backstopping and assistance with
material support in addition to promoting the formation of relevant new producer organizations.

1 Developing and expanding rural economic and communication infrastructure such as local
markets, farm and feeder roads, irrigation and drinking water schemes, electricity, and
communication centers as they are vital for stimulating and sustaining a thriving rural economy.

1 Establishing integrated Gewog centers to improve the delivery of development services at the
local level on a concept of One-Stop-Shop;

® Ibid, preface page & p.23
®bid, p.23 & 39
" Ibid, p.3640.
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1 Strengthening local capacity to manage and implement local development plans and participate
in political and development processes as well as development of relevant skills in the rural
labour force; and

1 Developing strategic partnerships with various local NGOs such as RENEW, RSPN, Tarayana
Foundation and YDF to help implement targeted poverty interventions to promote off -farm
enterprises to diversify rural sources of income.

The Tenth Five Year Plan (20082013) envisages a total indicative capital budget outlay of Nu.73,611.759

million. Of the total indicative capital budget outlay, Nu.20,301.069 million (27.58%) is directly
appropriatedtothe t heme of fAlinUrelgamtR2ayv eRluaopment and Poverty Al
under various strategic programmes. The strategic pro
earmarked a budget outlay of Nu.1,000.000 million, representing 1.36% of the total Tenth Plan outlay

and 4.93% of the budget outlay for poverty alleviation theme. ®

8 Tenth Plan document, Vol II, p21
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Chapter two: MDG1: Status of Achievement

2.1 Proportion of people living below poverty line

In its short development history of just about half a century, it is remarkable that Bhutan has made
tremendous socio-economic progress. RPoverty, however, is still prevalent in Bhutan. With the national
poverty line established at Nu. 1,096.94 per person per month in 2007 ( less than US$1.25 a day = newly
established international poverty line), the Poverty Analysis Report 2007 (PAR2007) estimated 23.2% of
Bhut ands population as poor. Further, the richest
more than the poorest 20%. The report also highlighted that poverty in B hutan was a rural phenomenon,
that three out of every ten persons in the rural areas were poor. This means PAR2007 estimated 30.9%
of the rural population to be poor against only 1.7% of the urban population estimated as poor (Chart
2.1).° Income poverty by Dzongkhags, five Dzongkhags of Zhemgang, Samtse, Monggar, Lhuentse, and
Samdrupjongkhar are suffering from high incidence of income poverty levels ranging from 52.9% to
38%. These five Dzongkhags account for half of all the poor in Bhutan with the povert y incidence in
these Dzongkhags collectively almost double the national average!® (Chart 2.2)

Further, these poor Dzongkhags are characterized by their distance from the core urban centres and the
capital, relatively dense populations, coupled with high outbound migration. Poverty rates not only vary
between the Dzongkhags, it also varies significantly between Gewogswithin a Dzongkhag, consequent of
which the national and/or Dzongkhag level poverty estimates often have the tendency to mask a rich
diversity across Gewogs (Chart 2.3) For instance under Chukha Dzongkhag (Chart 2.4), Bjacho Gewog
has a Iolvlv poverty rate of 6 percent while Logchina Gewog has an extremely high poverty rate of 55
percent.

Chart 2.1. Large rural-urban income poverty gap

Urban l 17

-3 b 15 23 33

(Source: NSB, Poverty Analysis Report 2007,In NHDR 2011, p.32)

°10" Plan MTR Report, p.9
*MDG Midway Report, p.31
" Background document to FIRTM, p.39
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Chart 2.2: Bhutan Poverty Incidence Levels 2007
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(Source: MDG Midway Report, p.30)

Chart 2.3: Rural Poverty Map: Gewog Leve/

Rural Poverty Map: Gewog Level
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(Source: NSB/WB, BH Poverty Mapping 2010, p.16)




Chart 2.4.: Chukha Dzongkhag: Poverty varies across Gewogs
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(Source: NSB/WB, BHPoverty Mapping 2010, p.17)

Income poverty has been reduced from 36.3% in 2000 to 23.2% in 2007, indicating that income poverty
has been scaled back by about two percentage points a year during the period. Similarly, income poverty
in the rural and urban areas also showed steady declines. Poverty in rural and urban areas in the country
has reduced to the 2007 levels from 38.3% and 4.2% respectively since 2003. Even though no poverty
surveys have been carried out since the PAR 2007, on the basis of sustained growth and substantial
investments made, it is estimated that income poverty will decline to less than 15% by 2013, thus
achieving the first MDG target ahead of time (2015). This income poverty reduction has also been
matched by declines in multi-dimensional poverty as measured by the human poverty index (HPI-1).'
(Table 2.1)

Table 2.1: Poverty reduction as of 2007 since 2000

TARGET 1: Halve, between 1990 and 2015, the proportion of people whose income is lessthan one

Indicators 1990 | 2000 2004 | 2007 | 2015 | Frogress
towards Target

Proportion of population living below national - 36.3% 31.7 23.2% 20% On Track

poverty line (2003)

Human Poverty Index - 33.35% 33 27.1% - Insufficient

(HPI-1) data

(Source: Adapted from MDG Midway Report 2008, p.30 and MDG Report 2005, p.17))

Between 2004 and 2007, the national poverty gap and poverty severity ratios have moderately declined
respectively from 8.6 to 6.1 percent and 3.1 to 2.3 percent. During the same period the rural poverty gap
and poverty severity ratios also declined from 10.5 to 8.1 percent and 3.8 to 3 percent respectively, albeit
the decline has been slightly at lower rate than at the national level. The same period also saw a decline
in the levels of inequality from 0.416 to 0.352 at the national level, with inequality in rural areas declining
from 0.381 to 0.315 over that period. This corroborates well with the consumption patterns for the same
period. Whereas the consumption pattern of the ric hest 20 percent of the population declined from
48.7% in 2004 to 38.5% in 2007 recording a ten percent drop, the consumption pattern of the poorest
20 percent of the population improved from 6.5% in 2004 to 9.6% in 2007 recording a modest three

2 |bid, p.23
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percentage point improvement. Consumption patterns for other income groups such as the lower middle,
middle and upper middle have also increased between 2004 and 2007 with relatively higher increases for
the lower income groups.*® (Chart 2.5)

Chart 2.5 Share of National Consumption by Population Quintile in 2004 and 2007

m .
W lowest Wlower Mid W Middle WUpperMid W Upper

2007

(Source: MDG Midway Report, p.31)

GNHC (2011) rightly owed the decline in poverty levels largely to the sustained economic growth and
effective redistributive policies of the Royal Government through a pro-poor budget with sustained
human capital investments. It may be pointed out that the Royal Government has over the last decade
channeled tremendous resources for infrastructure development in rural Bhutan, including expanding the
road and communications network that has facilitated greater access to markets for many distant
communities.® The same is true for the current Plan Period (2008-2013) as reflected in the last
paragraph of Chapter One here above.

However, challenges remain and concerted efforts are required to achieve the commitments. Cognizant
of the challenges to reach the unreached, the Royal Government calls for greater protection and support
to the rural populace through the Tenth Five Year Plan (2008-2013). As mentioned in section 1.2 above,
the plan aims to provide farm roads and make rural life more productive, profitable, comfortable, and
attractive by providing access to electricity, promote and support the growth of cottage and small
industries with the provision of business development services, establishment of market linkages
includinglsinformation and communications technology establishments, and access to micro-credit
facilities.

Bhutands achievements can be adniastdlobal andiregibrarashtevemahts when g a
Globally, robust growth in the first half of the decade reduced the number of people in developing
countries living on less than $1.25 a day from about 1.8 billion in 1990 to 1.4 billion in 2005; the same
period also saw the corresponding poverty rate dropped from 46 per cent to 27 per cent. Similarly, the
Asia-Pacific region also experienced a rapid decline in poverty levels due to rapid growth and between
1990 and 2004 achieved about 91% of the target set with abs olute numbers of poor declining by 370
million. While the region is reportedly on track to achieve the income poverty target, progress is unevenly
distributed with many countries experiencing sharp increases in inequality. South Asia too experienced
impressive decline in poverty level coming down from 41.1% to 29.5% from 1990 to 2004 with about
88% of the target already achieved; it is on track in reducing income poverty. Globally, except for Sub -
Saharan Africa, most regions appear to be on track in reducing income poverty.*® (Refer Chart 2.6)

¥ |bid, p.3738 and MDG Midway Report, p.-32

“bid, p.37

"*NHDR 2011, p.47

®Bhutan MDG Midway Report, p.32 and UN MDG Report 201, p.6
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Chart 2.6. Proportion of people living on less than $1.25 a day between 1990 and 2005 (Percentage)
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(Source: UN MDG Report 2011, p.6)

2.2 Proportion of people who suffer from hunger

Progress on the second target, to reduce hunger, is also adjudged to be satisfactory in view of
improvements in child malnutrition and the low levels of the proportion of people subsisting on a
minimum level of calorie intake. However, there are concerns over the considerable spatial disparities in
income and human poverty levels across and within regions. According to the Poverty Analysis Report
2007, about 5.9% of the Bhutanese population suffer from food poverty or consume less than 2,124
Kilocalories a day. Even though this may not represent a high degree of hunger incidence by regional
standards and among countries of similar income, it has increased significantly from 3.8% in 2003 of the
population living below the minimum level of dietary energy consu mption. In absolute terms this
accounts for about 37,300 people who live below the food poverty line. Food poverty is also much more
prevalent in rural communities with an incidence of 8% in rural areas as compared to 0.16% in urban
Bhutan.'’

In terms of Dz ongkhags, Samtse, Samdrupjongkhar, Monggar, Zhemgang, Trashigang and Chhukha, are
districts that experience significant food poverty rates well above the national average, with 26.3%,
11.4%, 10.4%, 9.4%, 8.9% and 8.1% of food poor people respectively. The same districts also account
for the highest number of people in real terms. In this regard, as the PAR 2007 indicates that the rates of
HH with 6-8 members and HH with 9 members and above are respectively 6.6% and 16.9%, it is
reasoned that the household (HH) size could be a factor influencing the likelihood of subsistence poverty.
Comparatively, these are well above the total HH subsistence poverty rate of 3.8%. *®

The nutritional status of children in Bhutan has been notably improved (Table 2.2). The percentage of
under-five underweight children has declined from 38% in 1989 to 19% in 2000, achieving the target of
reducing malnutrition in terms of halving underweight children. The Bhutan Multiple Indicator Survey
2010 (BMIS) reported the proportion of under -five underweight children to be 12.7% with low levels of

7 bid, p.33 and Background document td™RTM, p.38
¥ MDG Milway Report, p.33
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