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1 Introduction

In the context of Bhutan’s overall decentralisation and democratisation process the need to 
strengthen the capacity of Local Government (Dzongkhags and Gewogs) and other stakeholders, 
like civil society organisations, private sector service providers and communities for local 
development processes, has been identified as critical. The Department of Local Governance 
(DLG - MoHCA) and the Local Development Division, Gross National Happiness Commission 
(LDD – GNHC) therefore decided to develop a comprehensive Capacity Development (CD) 
strategy for Local Government. The strategy is developed with support from one national and 
one international consultant recruited under the Local Governance Support Programme (for 
ToR see Annex 9). The CD strategy is to address identified institutional and organisational 
constraints and Capacity Development requirements of Local Government in a comprehensive 
and strategic way. Local Government is considered to comprise the civil service 
administrations at Gewog and Dzongkhag level as well as the ‘new’ democratic institutions.  

It needs to be noted that for this assignment ‘Local Government’ has been considered in the 
context of rural districts. It does therefore not include the ‘new’ municipalities which have 
emerged recently as part of the Local Governance Act. It is strongly recommended to urgently 
initiate a separate assignment for a CD strategy for municipalities. It is also recommended to 
ensure that the rural-urban dynamics of especially the smaller and more rural Tromde ‘C’ 
municipalities is well addressed in such a strategy. 

Before being able to design the CD strategy for Local Government it is important to ask the 
question “Capacity for What?”. Enabling and stimulating Local Development is the central 
mandate and responsibility of Local Governments, next to issues like safety and security, and 
Local Development is considered the starting point for this CD strategy. The answer to 
“Capacity for What?” is therefore also dependent on the specific development context of Bhutan. 
Chapter 3 therefore first explores the Gross National Happiness development philosophy of 
Bhutan, to identify GNH-based capacity requirements of Local Government.  

Local Development is a dynamic transformation and service delivery process, involving many 
different stakeholders. Each stakeholder has its own mandate, responsibilities, and interests 
and the understanding of the interdependence for development results and outcomes is 
therefore important. To capture this multi-stakeholder complexity adequately for the CD 
strategy, a ‘systems view’ on Local Government has been adopted (Chapter 4). 

The key challenges for Local Government, as identified from the field research (Research 
Methodology is explained in Chapter 2) are presented in Chapter 5. Based on identified 
challenges, the GNH development philosophy and the systems view capacity analysis, some 
key strategic choices for Local Government are presented in Chapter 6. These strategic choices 
present a strategic vision for Local Government in Bhutan and form the foundation for the 
capacity requirements presented in Chapter 7. The CD strategy is thereafter presented in 
Chapter 8. First the design principles and the requirements for successful change are 
discussed after which existing CD initiatives are presented. The proposed CD activities are 
thereafter elaborated upon at three levels: a) the Local Government system as a whole, which 
includes requirements for successful facilitation of the change process, b) the Local 
Government organisations, and c) people development. The CD plan is thereafter presented in 
Chapter 9 and Chapter 10 discusses the monitoring and evaluation arrangements for the CD 
strategy.  
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2 Assignment Methodology

The assignment has been conducted using the following research methods. 

Stakeholder analysis 
A stakeholder analysis has been conducted to identify all key stakeholders at Local 
Government and at national level, which have an (potential) influence on the capacity of Local 
Government in Bhutan.  

Desk study 
Documents related to (past) capacity development initiatives, training programmes, acts, 
policies, rules and regulations, development strategies, decentralization, project reviews and 
evaluations, donor strategies and other relevant subjects related to Local Government 
functioning, have been collected and analysed. Based on the acquired information a broad 
understanding of Local Government issues and ongoing activities has been compiled. 

Stakeholder interviews 
The desk study analysis was the basis for identifying the key stakeholders for interviews. 
During interviews new information has been acquired, existing information has been validated 
and information gaps have been identified. Interviews of key informants focussed on gathering 
insights and understandings of capacity development needs of Local Governments and central 
agencies, the functions of the local governments and the role of the relevant central and donor 
agencies (Annex 10). 

Field Visits 
Selected Dzongkhags and Gewogs have been visited to conduct interviews with Local 
Government staff and local representatives. A representative sample of four Dzongkhags was 
identified for the field visits in consultation with the Department of Local Governance to ensure 
coverage of geographic diversity. During the Dzongkhag visits participatory methods through 
focus group discussions (FGD) and individual interviews were conducted with:

a. FGDs with Dzongkhag level sector heads; 
b. FGDs with Gups and Mangmis;
c. Interviews with individual or small groups of selected Dzongkhag/Gewog staff 

and local representatives 

The FGDs and interviews were held to understand the full details of Local Development issues 
and dynamics and the perceived capacity development needs in Local Governments. 
Perspectives on the effectiveness of past capacity development initiatives and the challenges 
that staff and local representatives encounter in the performance their duties were also 
discussed. 

Questionnaires Dzongdags and Gewog Administrative Officers  
Questionnaires (Annex 2) were provided to all Dzongdags and Gewog Administrative Officers 
(GAOs), during their national conferences. About 25% of the 20 Dzongdags and 75% of the 
Gewog Administrative Officers responded. The questionnaires have been designed as a 
Capacity Assessment and focussed on perceived importance of different capacity development 
needs and on an analysis of existing capacities. This information was gathered at the 
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beginning of the assignment and informed stakeholder selection and field visit design. The 
insights obtained have been integrated in the overall analysis of Capacity requirements. 

Multi-stakeholder Visioning workshop 
Based on the above described data collection methods, an initial vision document for Local 
Government has been prepared. This vision document focussed on the question “Capacity for 
What?’ and provides strategic direction for the purpose and Capacity Development of Local 
Government in Bhutan. The vision, related to Capacity for Gross National Happiness and the 
subsequent Local Development process, was presented and validated in a multi-stakeholder 
workshop. During the workshop a clear consensus emerged on a shared vision for Local 
Government and the subsequent strategic choices related to the role and responsibilities of 
Local Government for Local Development in Bhutan. Based on these consensus key Capacity 
requirements for Local Government and different other stakeholders were also identified in the 
workshop. The shared vision and strategic choices from the workshop are the staring points 
for the Capacity requirements and the Capacity Development Strategy. A total of 18 key 
participants were present at the workshop (Annex 11). 
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3 The Gross National Happiness Development Philosophy

3.1 The Four Pillars and GNH values

For the Capacity Development strategy for Local Government in Bhutan it is important to 
understand the worldview and principles underlying Bhutan’s GNH development philosophy. 
GNH has been shaped by the beliefs and values of Mahayana Buddhism and stresses “not 
material rewards, but individual development, sanctity of life, compassion for others, respect 
for nature, social harmony, and the importance of compromise” (RGoB 2000, page 19).  GNH 
therefore aims to balance material and spiritual aspects of life.  

The fusion of Tantric Buddhism and animistic Bonism with mainstream Mahayana Buddhist 
beliefs in rural Bhutan, also leads to “interpret nature as a living system in which we are part 
rather than as a resource base to be exploited for material gain... have given rise to a complex 
of institutions, rules, customs and folklore governing the use of natural resources” (RGoB 2000, 
page 21).  For GNH the relationship of citizens with the environment is therefore important, as 
well as the strengthening of communities’ social fabric. 

Reference to the Buddhist values and principles underlying GNH is based on Buddhism as a 
science and truth-finding philosophy, not as a ‘religion’. Reference to Buddhist truths in GNH 
therefore still maintains the secular notion of GNH as a development philosophy and concept.  

GNH promotes values of compassion, caring, equality, truth, openness, reflection and 
continuous learning. Such values are essential for personal development and for development 
of society as a whole. 

GNH comprises four pillars, constituting a paradigm for holistic and sustainable development 
(RGoB 2000, Ura et al 2004): 

1. Sustainable and equitable socio-economic development (not growth);  
2. Environmental conservation;  
3. Promotion of culture; and  
4. Good governance. 

GNH is therefore next to a development philosophy also an overarching development 
framework, which lays down the country’s development principles, values and priorities. The 
four pillars seem to mirror the definitions of Sustainable Development, a concept now widely 
accepted in the ‘West’ (WCED 1987, Connelly et al 1999).  However, the distinction between 
GNH and Sustainable Development is far greater than understood when analysing the four 
pillars of GNH from a ‘Western’ perspective.  From a Buddhist perspective, “poverty and 
underdevelopment should not be defined only in terms of the absence of wealth but also in 
terms of the persistence of ignorance and prejudice” (RGoB 2000, page 22).   

“...as even more dramatic changes transform the world and our nation, as long as we continue to pursue 
the simple and timeless goal of being good human beings, and as long as we strive to build a nation that 
stands for everything that is good, we can ensure that our future generations for hundreds of years will 
live in happiness and peace.” 

His Majesty King Jigme Khesar Namgyal Wangchuck, The fifth Druk Gyalpo of Bhutan  

－ ��－



Capacity Development for Gross National Happiness 
A Strategy for Local Government in Bhutan 

9 | P a g e  

3.2 Human Development towards a GNH based Society

The Buddhist path to enlightenment is one of questioning, discovery and learning and is to 
alleviate us from ignorance and ultimately finding our ‘nature mind’.  It is therefore a path of 
evolution of human consciousness, the process of developing new mental models, thought- and 
behavioural patterns and a worldview based on understanding our interconnectedness and 
identity as integral part of the world around us.   

An essential part of the GNH development philosophy is therefore 
stimulating human development, in line with ‘Western’ psychology, 
through in general three stages, from ‘egocentric’ (self), to ‘ethno-
centric’ (family/group), to ‘world centric’ (whole). This reflects an 
expanding world view with an ever increasing understanding of 
interconnectedness (figure 1 below). 

Figure 1, Stages of development of Human consciousness 

This interconnectedness is also embedded in the concept of ‘Happiness’, 
where true happiness can only be achieved if happiness is present all 
around us. Individual happiness in the midst of suffering is considered 
a mere illusion. 

This Human (and organisation) development process can in simple 
terms also be described, from birth to adulthood to old age, through the 
phases of ‘dependence’ to ‘independence’ to ‘interdependence’ (Figure 2).  For a society based 
on GNH-values it is important to strive for facilitating human development towards the stages 
of ‘world centric’ and ‘interdependence’. A singular focus on personal gain and wealth 
accumulation is perceived as less desirable and a mere ‘stage’ of independence and 
egocentrism, which needs to evolve further into the broader shared happiness of society as a 
whole.  

The path of ‘compassion-in-action’, the act of caring for others and helping them, is therefore 
an important way to achieve such evolution of human development, since it allows to connect 
to others around us and to see their struggle and suffering. It therefore takes the attention 
away from our ego, allows us to reflect upon our own personal journey, to learn and to develop 
(Visser 2009).  

3.3 GNH based Local Development

GNH-based Local Development could therefore be described not only in terms of fulfilling basic 
needs of people (as integrated part of their environment) to achieve improved overall wellbeing, 

Egocentric Ethno-
centric

World 
centric

Figure 2, Major 
phases of life 
(Bare foot guide, 
page 34)
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but also as the ability to stimulate deeper reflection and learning to further the development of 
human consciousness in individuals, organizations and society at large.  

GNH-based local development can therefore be defined by the type of services to be delivered 
(the ‘what’), and also in the way services delivery and other engagement processes are designed 
in order to facilitate the deeper human development process (the ‘how’). In the context of local 
development the ‘how’ could also be referred to as facilitating transformation processes and 
social change 1 . The development concept therefore already in principle captures 
mainstreaming issues like equality (children, elderly, poor), gender, poverty, environment 
conservation and Human rights. Still to ensure these development issues are addressed 
specific attention is warranted. Furthermore cross-cutting issues like disaster preparedness, 
Climate Change mitigation and adaptation and food security also need to be integrated in 
development strategies and plans. What this means for the Capacity Development approach for 
Local Government will be discussed in the next paragraph. 

3.4 Local Government Capacity: for What?

Before analysing capacity needs of Local Government in Bhutan, it is important to agree on 
what kind of capacity Local Government is supposed to have. Local Governments are at the 
interface between public service delivery and individual/community development processes. It 
is therefore especially important to consider the required capacity of Local Government for 
stimulating and facilitating GNH-based local development.  

If we accept that development takes place within people through their relationships and 
interactions with other people and their environment, then people and communities are 
themselves to lead their own development and transformation process. Local Government can 
within this context be seen as an essential enabler, stimulant and facilitator of people’s 
development processes. Based on this and the above presented analysis of the GNH 
development philosophy we therefore propose as a starting point to define the overall capacity 
requirement of Local Government as: 

“Local Government requires the capacity to enable, stimulate and facilitate 
people centred local development, in order to achieve GNH development 
objectives and to create a society based on GNH-values.” 

The exact wording can be further debated, but the importance of the statement is that it 
creates a more overall vision for the role and capacity required of Local Government in Bhutan. 
This is especially important since in the past capacity of Local Government has often been 
considered within the limited context of organizational capacity for service delivery and plan 
implementation of local government administrations. In the context of Bhutan’s vision of 
creating a GNH society and the emerging new democratic institutions, this view is deemed too 
limited, however, to generate the structural solutions and Capacity Development approaches 
required to address acknowledged constraints of Local Government.  

A too limited definition of capacity often also generates a narrow focus on what does not work 
within administrative systems, while much of what does work within and outside the 
organisation remains invisible. Development takes place though, with or without interventions, 
on the basis of what is already in place in society. A broader vision on Local Government 

                                              
1 See for example www.barefootguide.org 
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capacity in terms of the broader processes of local development, will allow such existing 
capacities to become apparent. This will be further elaborated in the next Chapter. 

3.5 Key Points GNH based Local Development.

                   “Try not to become a man of success but rather to become a man of value”.
                   Albert Einstein

Local Development based on Gross National Happiness entails: 
Development within the framework of four pillars: Sustainable and equitable socio-
economic development (not growth), Environmental conservation, Promotion of 
culture and Good governance; 
The long-term process of shaping a society with an appreciation for 
interdependence and a world-centric view, based on GNH-values: compassion, 
caring, equality, truth, openness and continuous learning; 
Development as a dynamic process of transformation and social change, goes 
beyond the mere delivery of development services and products (the ‘What’), and 
comprises the process of facilitating and stimulating learning and human 
development (the “How’). It is therefore a process within which citizens and 
communities are leading their own development; 
Local Government, being at the interface between government and 
citizens/communities, requires the capacity to enable, stimulate and facilitate 
people centred local development in order to achieve GNH development 
objectives and to create a society based on GNH-values. 
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4 Capacity Development: a Systems View

4.1 Capacity is Development

“Capacity” is understood as the ability of people, organisations and society as a whole to 
manage their affairs successfully (ECDPM March 2009).  

“Capacity Development” is understood as the process whereby people, organisations and 
society as a whole unleash, strengthen, create, adapt and maintain capacity over time (ECDPM 
March 2009).  

Capacity Development is therefore since long seen by its practitioners as the ‘How’ of 
development. There is strong evidence to suggest that where the highest levels of political 

decision makers have taken a long term, capacity development oriented view on development, 

countries have done well on achieving development results (UNDP 2009). Since Capacity 
Development is a long term process with often little near-term visible impact, the challenge for 
decision-makers has often been consciously not falling for the temptation of delivering more 
visible but often unsustainable near-term development activities and -products.  

4.2 A Systems View on Capacity

The importance of Capacity Development for especially Local Governments was acknowledged 
globally in the ‘Paris Declaration’ (2005) and the ‘Accra Agenda for Action’ (2008). 
Understanding (capacity) development processes from a systems view and as a transformation 
process is now widely accepted (Kaplan 1999, Capra 2003, UNDP 2006, OECD 2006, World 
Bank 2005). Systems thinking is in stark contrast with the still prevalent reductionist 
approaches, where the explanation of the whole comes from understanding the characteristics 
of the elements, analysed in isolation. Within this view a society or an organization, e.g. a 
Dzongkhag administration, is broken down in formal roles, structures, processes, resources, 
etc. Performance improvement assumes a simple, sequential, linear and stepwise approach to 
improving these formal elements of the organisation, in separation of its context. This 
oversimplifies the complexity of human systems by largely ignoring the often informal myriad 
of interrelationships amongst and between the formal elements of an organization (Morgan 
2005, ECDPM 2008 and 2009, Hauck xxxx).   

The relevance of systems theory is therefore that it highlights the importance of relationships 
and less tangible informal systems, like e.g. organisational culture, leadership vision and 

“Successful development transformation affects not only what we do, but also how we do it…in the end, 
successful development must come from within the country itself, and to accomplish this, it must have 
institutions and leadership to catalyse, absorb, and manage the process of change, and the changed 
society.” 

Joseph E. Stiglitz (Prebisch Lecture, 1998) 
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personal attitudes and beliefs. It still acknowledges though the importance of the formal 
systems, like e.g. planning and financial systems, Human Resource Management systems and 
organization structure. However, it emphasises the need to understand the mutually shaping 
interaction of informal and formal systems.  

For example the behaviour and capacity of an individual staff member within an organization 
is influenced by formal policies and regulations, the planning and financial processes and 
systems, the organizational structure as well as the organizational culture (e.g. risk avoidant, 
authoritative) and personal beliefs (personal wealth accumulation or caring for others). 
Motivation to work and energy to stimulate change is critically generated through the informal 
systems of an organization, like through inspiring and visionary leadership and satisfaction of 
the work done and rewards received. 

4.3 Levels of Capacity

Within the systems view on capacity, different levels of capacity can be distinguished: the 
enabling environment, the organization and the individual. These levels mutually interact 
through complex co-dependency relationships 
(figure 3):  

1) The enabling environment; …the broader 
system including policies, legislation, 
regulations, power relations and social norms;

2) The organizational level; …the internal 
policies, arrangements, procedures and 
frameworks that allow an organization to 
operate and deliver on its mandate.  It 
enables the coming together of individual 
capacities for achieving common goals; and 

3) The individual level; …the skills, experience, 
knowledge and motivation that are vested in 
people.  

Figure 3, Levels of capacity within systems 

For the development of the capacity of the Local Government organizations it is therefore 
important to also consider to which extent the enabling environment is conducive and to which 
extent individuals are capacitated and empowered to act. Elements of the enabling 
environment are e.g. decentralisation and sector policies, financial rules and regulations, Acts, 
the judiciary system and the media, all of which influence Local Government performance. As 
discussed before, next to these more formal structures also informal systems are elements of 
the enabling environment, like e.g. GNH values, the Buddhist belief system and also remnants 
of precedent more feudal value systems in society.  

4.4 The Local Government System in Bhutan

To illustrate the systems view and the three levels of capacity, the Local Government system of 
Bhutan is presented in outline in Figure 4. The figure is not accurate or complete in all 
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respects and is merely intended to show the main stakeholders involved in local development 
and to highlight the importance of multi-stakeholder relationships and a systems view.  

The Local Government system has two distinct ‘spheres’. First of all, the civil service 
‘bureaucracy’ at National, Dzongkhag and Gewog level, which traditionally has been the only 
channel for development services. The second ‘sphere’ comprises the ‘new’ democratic 
institutions, also at Gewog, Dzongkhag at National level. The relationships between these two 
spheres still need to evolve based on the roles, responsibilities and authorities vested in them 
by the Local Governance Act of Bhutan (2009). Elections for the Gewog Tshogde, Gup and 
Dzongkhag Tshogdu are planned by the second half of this year. 

Figure 4, Local Government system in Bhutan 

A third ‘sphere’ which can be distinguished next to Local Government comprises the non-state 
actors, with e.g. community organizations, Civil Society Organisations (CSO) and Private Sector 
entities. The role of communities, CSOs and private sector in service delivery and more 
holistically for facilitating local development, is at present relatively underrepresented. The 
possible role of non-state actors as partners in local development is an area of increased 
attention and debate, however. It is especially important to identify opportunities for emerging 
Civil Society Organisations (CSO) to become an integral part of the institutional framework and 
to not simply being ‘integrated in’ the existing framework.  
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The importance of addressing the capacity of Local Government from this systems view with 
three ‘spheres’ is that it highlights the interdependence of all stakeholders in terms of ultimate 
development impact. It also highlights the need to develop organizations’ and individuals’ 
capacity to build up good relationships and partnerships for interdependent development 
results. Such joined action creates: 

a) Shared vision and values;  
b) Supportive relationships; 
c) Understanding of interdependencies;  
d) Bridging of different realities;  
e) Strong sense of joined empowerment/voice, and  
f) Courage to bring structural constraints to the attention of higher authority.  

Impact of joint action therefore goes well beyond the possibilities individual organisations have 
for achieving development impacts. 

The capacity to manage different interests, to bridge power hierarchies and different realities 
within system relationships, as well as dealing with inherent conflicts, is also important. This 
is especially relevant in terms of the gaps of understanding and in realities which often exist 
between national (macro) level, Dzongkhag/Gewog (meso) level and community (micro) level 
(Visser, 2010 and Ubels et al, 2010). 

The ‘levers of capacity change’ have been captured, by UNDP, in four areas: leadership, 
institutional arrangements, knowledge and accountability mechanisms. Evidence also 
indicates the need for a shift in focus from ad hoc scatter of training type actions, to a 
systematic development of capacity. This requires, however, a shift of mindsets and political 
commitment. 

4.5 Key Points Capacity Development of Local Government

Successful Capacity Development for Local Government entails: 
Understanding Capacity Development as the ‘How’ of development, as the continuous 
process of unleashing, strengthening, creating and adapting capacity over time. It is 
therewith an essential ingredient for successful transformation,  and change and an 
integral part of local development; 
Adopting a systems view on capacity and the Local Government system in 
Bhutan, where the Local Administrations, the democratic institutions and non-
state actors interact in an interdependent process of enabling, facilitating and 
stimulating local development; 
Addressing the three mutually interacting levels of capacity: the enabling 
environment, the organization and the individual and also the levers of capacity 
change: leadership, institutional arrangements, knowledge and accountability 
mechanisms ; 
Appreciating the importance of relationships, of bridging different realities, 
powers hierarchies and interests, and the need for joint action to achieve 
development impacts. 
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5 Critical Challenges for Local Government in Bhutan

For the purpose of the Capacity Development strategy for Local Government the main 
individual findings of the field work have been analysed and combined into more systemic and 
structural challenges Local Government faces. Firstly the changing institutional environment 
with ‘new’ democratic institutions will be discussed, after which key LG challenges for service 
delivery, the present planning process, the annual plan implementation process and some 
financial system issues will be presented. Finally new emerging challenges, issues related to 
policies and rules & regulations and the challenges related to LG staff development and 
management are discussed. More detailed findings are presented in Annex 1. 

5.1 New Democratic Institutions and Transformation Processes

The first challenge is the broader transformation process Local Government goes through in 
terms of the ‘new’ democratic institutions and an in general a more ‘open’ and demanding 
society. The Bhutan vision 2020 document states that Bhutan “must continue with the 
progressive redefinition of the role of the Royal Government from that of a ‘provider’ to that of 
‘enabler’ of development, with continued emphasis on the creation of conditions that mobilize 
the energies and imagination of people…” (RGoB 2000). This clearly spells out the visionary 
understanding in Bhutan that the way the formal systems of citizen participation are shaped, 
will to a large extent determine the success of creating a society based on ‘happiness’. Or, as 
the Prime Minister formulated it: “If happiness is the main value a GNH state tries to promote, 
the institutional structures and processes of a society must reflect this value” (Thinley 2007).  

With the strengthening of democracy, communities are no longer ‘only recipients’ of 
government development services. With the introduction of the new democratic institutions 
they have also become citizens with voter rights who can keep their democratically elected 
representatives accountable. This has initiated an in principle major reversal in ‘power 
relationships’ between the government bureaucracy and citizens and has given the mandate 
for local development firmly in the hands of communities themselves. This reversal still needs 
to evolve in the mindsets of people and in day-to-day practices. 

Local Government, especially at the Gewog level, therefore plays a crucial role in enabling, 
facilitating and stimulating GNH-based local development. With the foreseen Local Government 
elections towards the end of this year the Gewog Tshogde and the Gups will need to take the 
lead in shaping the local development process. These elected bodies and functions will also be 
increasingly responsible for monitoring the holistic development progress and for achieving 
actual development outcomes and impact. In turn, the Dzongkhag and Gewog administrative 
offices are to take upon themselves a service delivery role to facilitate local development in 
accordance with development plans. The focus on development results will necessitate a more 
integrated development approach of Local Government administrations, instead of the now still 
often fragmented sector based service delivery.  

Furthermore, as discussed before, development needs to lead to a change in the nature and 
quality of relationships between people (and therefore organizations), especially in terms of 
transforming power. Power relationships often prevent cooperation, dialogue, reflection and 
learning and therefore limit the potential of people to develop. The new democratic institutions 
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need to develop strong relationships with citizens and the local administrations to ensure that 
through joint action real development takes place.  

Dealing with the ever increasing external accountability of local administrations for 
sustainable service delivery and for development outcomes and impacts will require 
substantial changes in the way these administrations operate. Especially since their historical 
position of being the ‘sole agent’ of development has created a focus on internal procedures 
and plan implementation agendas and often also an inwards looking culture. Clearly support 
and capacity is needed for Local Governments to undertake this internal and external 
transformation process.  

5.2 Combining Direct Service Delivery with Service Delivery Partnerships

The aim of the government to maintain a slim, efficient and effective civil service is increasingly 
challenged by an increasingly vocal citizenry and the ever increasing demand for government 
services. This will be a major challenge considering Bhutan's mountainous terrain and the 
remoteness of many areas. Although the introduction of e.g. e-government services at Gewog 
level will alleviate some of the pressure, the introduction of new technologies will also increase 
expectations of speedier delivery of services. It seems therefore opportune to reflect some more 
upon the key role of government as an enabler of development instead of being a direct, and 
often the sole, service provider. This is especially important keeping in mind the fundamental 
changes occurring now in roles and responsibilities between civil service and democratic 
institutions and the emerging view that citizens and communities are to be more involved, if 
not lead, local development and local transformation processes.  

Next to the increase in workload, facilitating community transformation processes and 
instilling ownership and capacity in communities for sustainability of development 
achievements also requires competences and time allocations not necessarily available within 
the civil service organisation.  

The move away from direct service provision of the civil service necessitates an increased 
capacity for creating enabling policy and regulatory environments and for developing Public-
Private Partnerships in service delivery and local development. Before embarking upon a 
process of strengthening service delivery capacity of Local Government in Bhutan, it is 
therefore imperative to decide whether the key responsibility of Local Government is to provide 
services directly or whether a (gradual) move to a more enabling role is preferred. The latter 
would be recommended considering the increased capacity (in quantity as well as quality) 
available to service delivery when public sector, private sector and civil society would intensify 
collaboration. In such a case it is evidently also important to structurally address the capacity 
of civil society and private sector. 

5.3 Local Development Planning Process

5.3.1 The Reality of the Applied Tenth Five Year Planning Process

Facilitating local development needs a good understanding of the local context, good baseline 
data and an integrated approach to development planning. At present the most basic data is 
unavailable and no maps are on hand to the Gewog or even Dzongkhag levels. Most data is 
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gathered within sectors, although often by Gewog staff and Tshogpas, for central level 
monitoring purposes. Such data is subsequently often not systematically shared with Local 
Governments nor stored in a way that it could be used to provide a more holistic development 
picture. 

Some potential tools for integrated area-based planning are available though, like the 
Dzongkhag Rural Access Planning tool, the Results Based Management system and also the 
Planning and Monitoring system (PlaMS) which provides development indicators. However, 
capacity was insufficient to apply these tools systematically and sector-wide during the 
development of the Tenth FYP. Unfortunately many Dzongkhag plans are therefore still 
accumulated ‘shopping lists’. Complementarities in sector activities for increased impact to 
ensure efficiency and effectiveness of public finance are therefore also not systematically 
identified. 

The total demand for FYP activities went well beyond the overall budget ceiling. The 
subsequent prioritisation process within an environment of scarce resources was primarily 
conducted within sectors at the central level and mostly not through a renewed consultation 
and deliberation process with concerned Gewogs and communities. The reprioritisation 
process conducted on an annual basis, in case annual budgets are less than initially estimated 
in the FYP outlay, faces similar constraints. In some cases the budgets are thinly spread over 
all plan activities to maintain the notion that all activities are actually taken up. Re-
prioritisation could more effectively be done and justified, if an area-based development 
planning approach is used. This would also support better dialogue among communities and 
with representatives and would increase the ownership of the FYP and annual plans at the 
Gewog and community level. 

The presently noted sector activity fragmentation at Local Government level also hides a lot of 
good experiences, approaches and tools, which reside in sector agencies and projects. These 
useful assets, which include e.g. area-based integrated development approaches and 
participatory community approaches, are presently insufficiently known, deliberated and up-
scaled. This situation does provide a great opportunity for building on and up-scaling of 
existing and often already proven capacity. 

5.3.2 Present Plan Implementation Process: a Self induced Cycle of Suffering?

In the absence of adequate means to develop Dzongkhag and Gewog specific local development 
plans and to monitor development outcomes, there is a near singular focus on annual plan 
implementation at activity level. The high focus on plan implementation, with adherence to 
internal monitoring and performance systems, does not inspire a broader view on stimulating 
and monitoring of local development.  

Ownership over annual plans and plan implementation by Local Government is hampered by 
some sectors having extensive central level programmes and by the fact that a substantial part 
of especially infrastructure funds comes through centrally managed donor projects. For 
example engineering sections have limited influence on decision-making on central and 
Dzongkhag sector infrastructure plans, nor on central level donor project implementation 
plans. This leads to overambitious and often unrealistic annual work plans for engineering 
sections, over which they have no say. 

－ ��－



Capacity Development for Gross National Happiness 
A Strategy for Local Government in Bhutan 

19 | P a g e  

This situation is further aggravated by the fact that at present local representatives, in-charge 
of plan approval, do not seem to share responsibility for the consequences of unrealistically 
ambitious annual plans. Although it is ‘known’ that the plans cannot be implemented with the 
existing capacity of the civil service, pressure is applied to speed up plan implementation. In 
turn Local Government administrations seem to be unable to negotiate more realistic annual 
work plans with central level agencies and with the Dzongkhag Tshogdu, based on their own 
service delivery capacity. Underperformance in terms of quantity and quality of plan 
implementation is therewith inherent to the existing system.  

Implementation delays create concerns within communities, who eagerly await the 
Government support they requested. Communities are also suffering from the low quality of 
infrastructure, because of the lower service benefits as well as e.g. the higher voluntary labour 
contributions needed for maintenance of rural infrastructure over time. Dissatisfied 
communities therefore put pressure on their local representatives to speed up and improve 
development work in their constituencies, herewith renewing the cycle of pressure on an 
already strained system.  

The cost of this ‘self induced cycle of suffering’ is high. Quality standards of infrastructure are 
not met; sustainability of infrastructure and services in general is ignored at the expense of 
more construction. Mistakes are made under pressure, which lead to Royal Audit Authority 
reports, there with stifling staff initiative and pro-activity. The overambitious plans also lead to 
a continuous focus and discussion on what has not been achieved and on what goes wrong. 
This takes away the opportunity to appreciate and celebrate the good work which is definitely 
being done under difficult circumstances. The lack of authority over one’s own work plan and 
the absence of appreciation for one’s work, creates unhappiness, which leads to a further de-
motivation of staff and an ever decreasing overall performance capacity. This is clearly not in 
line with ‘happiness’ at the work place by creating meaningful and rewarding work. 

This example has not been presented here to allocate blame, but to show the need for 
collaboration and joint decision-making processes. Only when all parties are able to bring their 
abilities to the table will such an interdependent system be able to perform well. It is also the 
responsibility of all parties together to monitor each other’s work and to explain to citizens, the 
electorate, the limitations Local Government is facing as well as the achievements made. In the 
present situation there seems to be an absence of joint responsibility for making the plan 
implementation process work for achieving development impact at community level.  

5.4 Financial Annual Grant System

5.4.1 Local Government Capacity, Budget Utilisation and InfrastructureWorks

Despite the general scarcity of resources, there is still a yearly overall under-expenditure on 
annual grants at Local Government level. This is mainly due to the high demand for 
development activities, which have gone in many cases well beyond the available 
implementation capacity of Dzongkhags. Another important cause of under-expenditures is the 
‘delays’ in infrastructure project implementation. The time allocation for the preparation 
phases for rural infrastructure, like design, estimate, environmental clearance, tender and 
award are often not sufficiently built into the annual budget plans. This leads to often too 
much budget allocated to these infrastructure works in especially the first construction year. 
Since actual construction, where main expenditures occur, is ‘delayed’ these first year budgets 
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are most often under-utilised. If budget outlines would be matched better with infrastructure 
work plans, such over-optimistically planned budgets could be avoided and budget could have 
been allocated to other development activities, e.g. in areas where still underutilised Local 
Government capacity exists for activity implementation. 

Annual grants when underutilised can, according to the Ministry of Finance, only be taken into 
the next fiscal year within strict limits. This means that money not used on a (infrastructure) 
project will be ‘lost’ to the Dzongkhag. This ‘inflexibility’ is especially problematic for larger 
multi-year infrastructure works, especially in parts of the country where the working seasons 
are very limited and not favourable in terms of the annual financial cycle. The need to spend 
money within a fixed time limit leads to undue pressure on especially the engineering staff, to 
inefficiencies and even wastages. It would therefore be advisable to allocated guaranteed multi-
year budgets to such projects to ensure the work can be implemented in an orderly fashion, 
based on specific project based implementation plans, while guaranteeing the quality of works. 

Another issue noted is that next to the Annual Plans other activities suddenly emerge because 
of e.g. natural disasters, democratic election processes, international conferences or important 
visits of dignities. Substantial capacity of Local Government can on occasion be diverted to 
such emerging activities, taking capacity away from the annual plan implementation. This in 
itself is not necessarily a problem, however, more often than not these additional achievements 
are not measured when discussing the budget underutilisation and the delays in plan 
implementation with Local Government. 

It can be noted therefore that Local Governments have more capacity than recognized from the 
annual budget utilisation and plan implementation delays, and that parts of the LG is 
underutilised because available budget is ‘stuck’ in over-optimistic infrastructure plans. 

5.4.2 Financial Annual Grant System and Out of Plan Allocations

At present the flexibility of allowing 20% of the annual grants for out-of-plan activities is 
implemented in the way that Dzongkhags request GNHC to approve taking up ‘new’ activities 
within the existing plan. Since this process is rather elaborate ‘new’ activities are often related 
to urgent and larger size restoration works due to monsoon damages or natural disasters.  

Other reasons why the 20% flexibility rule has seen limited used is a general lack of knowledge 
on this possibility as well as the general budget deficit compared to the initial FYP demand 
expressed by Gewogs. Also cost estimates (and designs) of some infrastructures have been 
revised upwards, which leads to budget deficits and an understandable tendency to stick to 
the plan activities and not use the 20% free allocation for out-of-plan activities.  

However, local development is a dynamic process with continuously emerging new demands 
and opportunities. With the present weak monitoring of the local development process very few 
new local development activities are now being identified, let alone considered as important 
enough to be taken up under the out-of-plan flexibility rule. Since this is, however, very 
important for continuously facilitating and stimulating local development processes,   
It is recommended to continue the use of innovative block grant systems and to promote the 
use of budget for out-of-plan activities. A well designed area-based development plan will also 
more easily allow for identifying and understanding the importance of emerging out-of-plan 
activities. 
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5.5 New Challenges: Climate Change Adaptation Capacity

In addition to supporting the above described ongoing development processes, Local 
Governments will be increasingly required to create capacity to react and adapt to external 
influences and events. Natural disasters for example require an emergency response capacity 
for which pre-planning and coordination abilities are essential. The consequences of Climate 
Change, another ‘new’ challenge, are more difficult to determine and can be highly localised, 
which assigns a clear role and responsibility to Local Governments. It requires additional and a 
different kind of capacity to mitigate Climate Change and to develop and adapt to a range of 
possible scenarios with direct and indirect consequences. This therefore necessitates Local 
Governments to have a higher level capacity for service delivery and for local development.  
Areas to look at are: 

Response capacity to unforeseen events like forest fires and freak weather;  
Access to information and knowledge, monitoring of Climate Change impact and 
adaptation activities; 
Cross-sector area-based scenario planning and localised risk and vulnerability 
assessments; 
Developing regulation for appropriate land use planning and zoning, disaster 
management; 
More flexible financial systems, decentralised grants and authority to generate fiscal 
revenue for increase responsiveness;  
Multi-stakeholder dialogue and strengthening multi-stakeholder responsiveness; 
Developing community capacity in terms of resilience and livelihoods adaptation; 
Developing low-carbon economic development plans and incentives for Climate Change 
mitigation; 
Design standards of buildings and infrastructure in terms of energy efficiency and 
climate proofing for extreme weather occurrences; 
Connecting national level strategies, policies, regulations and plans to local realities, 
capacities and demands. 

5.6 Urbanisation

The ongoing urbanisation process will have a significant effect on rural development. Not only 
in terms of increased pressure in existing municipalities, for which a separate CD strategy is 
recommended, but also in terms of rural livelihoods. Decreasing availability of labour and the 
general increase of population age in rural areas will have over time a significant impact on 
existing livelihood strategies. It will also have substantial effects on e.g. infrastructure planning, 
for which accurate population projections are needed, as well as on maintenance of rural 
infrastructure for which rural labour contributions are presently critical.  

A further issue is the development of Tromde ‘C’ municipalities under the Local Government 
Act, which are smaller municipalities within a predominantly rural Dzongkhag setting. In the 
present setting of rural Bhutan these municipalities are still part of very closely knit rural 
social structures. Because of these high interwoven relationships and interdependence, urban 
planning of e.g. land use and services needs to be very closely linked and integrated with the 
development planning for the (surrounding) rural areas.  
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5.7 Policies, Rules and Regulations

Another issue which emerged is overwhelming number of general and sector policies and the 
large amount of rules and regulations, which Local Government officials need to know and 
apply. The lack of cross-sector integration of policies seems to mirror the previously described 
sector fragmentation in the planning process.  

Most policies, rules and regulations are developed by central level professionals based on 
perceived sector demands. The policy design process is hardly participatory and local 
government and communities/citizens are largely excluded from the process. Local 
Government does as yet unfortunately not have the mandate nor the capacity to develop its 
own locality specific policies, rules and regulations.  

Also monitoring of policy impact is seemingly weak and no systematic structures exist for 
adaptation or review. There is therefore a risk that policies are not clearly understood, 
implementation capacity and -consequences are not addressed and unforeseen effects or 
contradictions go unnoticed. In the absence of careful monitoring of the policy implementation 
process it is also difficult to measure success or failure of policies. In an environment where 
little understanding and ownership exists for policies at the implementation levels, they can 
easily be ignored and forgotten. 

Within this context it also emerged that central level agencies more often than not, limit their 
responsibility to only providing information on policies, rules and regulations, instead of 
measuring the effectiveness of the knowledge transfer in terms of its application by those who 
have implementation responsibility. Especially in a culture where people are not as yet highly 
accustomed to reading and analysing documents, and where substantial language and literacy 
constraints exist, it may be good to complement the present relatively high focus on written 
form of communication with other means, to make information better accessible. 

5.8 Human Resource Management and Development Mandate

Sector staff at Dzongkhag level has dual lines of upward accountability. Administratively they 
fall under the Dzongdag, on sector content to fall under central Ministries. This creates friction 
in loyalty, accountability and work load. It also means that Local Governments are only partly 
in-charge of their staff’s incentive structures like career paths, allowances and performance 
rewards.  

Although Dzongkhags now have Dzongkhag Human Resource Officers, the mandate and 
capacity of Dzongkhags to develop, resource and implement their own HRD plans is very 
limited. Most HRD plans and activities are centrally controlled within sectors and the 
perception exists that these mostly benefit central level staff. Whether this is indeed the case is 
unclear, but in any case there seems to be an issue of information sharing on CD 
opportunities and on decision-making transparency. 

Most Dzongkhag staff indicated that they only benefit from training which was conducted 
through central sector agencies or projects in the Dzongkhag. Most of these trainings were 
based on central or project based demands and often Dzongkhag staff was not consulted 
beforehand. Such training events also often happens without coordination and with late 
announcement of timing which causes further constraints, including training fatigue. 
Trainings are also often based on perceived local demands related to internal government 
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processes and often not properly adapted to the real staff needs (e.g. high focus on knowledge 
transfer instead of behavioural skills). Limited adaptation to the local development context and 
the work dynamics of local staff, also slows down learning and the use of acquired knowledge 
and skills. Furthermore different sector trainings apply a different CD approach, which limits 
the uptake of development skills. 

Some of the sectors have limited representation at central level, like the engineering sections, 
which severely limits their access to HRD opportunities. A general shortcoming is further that 
HRD is often viewed within the limited context of formal training, quick knowledge transfer 
events and out-country studies, with a high focus on internal organizational processes.  

5.9 Existing Capacities

Despite the above mentioned drawbacks it has to be said that staff morale is still relatively 
high, considering the at times difficult circumstances under which people have to work and 
live, especially in the more remote areas. The government had also made commendable 
investments to stimulate staff postings to such remote areas, in e.g. allowances and facilities. 
The openness with which people speak about the challenges they face is also a clear indication 
that people still care about their work and the contributions they like to have to the 
development processes in their area. Comparatively speaking most staff also has reasonably 
sound professional knowledge and experience, which forms a good starting point for well 
designed CD interventions. From the many examples provided on the limited effect of past 
training events it is also clear that a more comprehensive CD strategy. 

From the feedback received from the Questionnaires of the Dzongdags and GAOs the following 
can be summarised:  

The view of Local Government as the administrative civil service part and the 
democratic institutions, with each distinct roles and responsibilities and Capacity 
requirements is important to acknowledge and further clarify; 
The understanding of the interdependence of stakeholders at Local and National levels 
for development results, and the subsequent need for joint action, needs to be 
integrated within the CD strategy; 
Local Development processes take place at community level and it is therefore 
important to understand capacity requirements of communities and how development 
of such capacities can be supported through the Local Government system; 
Little insight is present on the concept of Capacity Development beyond training 
provision; 
In general terms the capacity of Local Government is weak for enabling local 
development processes and there is a need for more delegated authority and 
responsibility to design, resource and implement Dzongkhag/Gewog specific 
development plans; 
Dzongkhags need to be in-charge of their own CD strategies and plans to empower 
Local Government institutions. 
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5.10 Key Challenges for Local Governments

Key challenges Local Governments face are: 
The transformation process with new democratic institutions and more demanding 
citizenry, which challenges existing roles, responsibilities and mindsets of LG and 
citizens alike; 
The ever growing demand for LG services, which in all likelihood will motivate a move 
away from mainly direct service delivery to developing Public-Private Partnerships in 
service delivery and local development. This will also entail the need for increased LG 
capacity for creating enabling policy and regulatory environments for PPPs and for 
developing successful partnerships; 
Moving away from Five Year Plans based on ‘shopping lists’ and a near singular focus 
on annual plan implementation of local administrations towards an integrated and 
dynamic local development planning, monitoring and learning approach; 
Ensuring adequate multi-year budgets and higher budget utilisations based on good 
work plans of especially infrastructure works, to allow for better use of existing 
capacities and improved infrastructure quality; 
The increased use of budgets for out-of-plan activities to address emerging demands 
and new challenges and to provide more continuous stimulus to local development 
processes; 
Designing participatory policy development, -implementation and -monitoring 
processes; 
Developing, resourcing and implementing localised demand driven Capacity 
Development and HRD strategies and plans, which tap into existing staff motivation 
and build upon available capacities.  
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6 Strategic Choices for GNH based Local Development

6.1 Defining Local Development for Gross National Happiness

It is recommended to explicitly define ‘local development’ within the GNH context through two 
interdependent concepts.  
1. First of all the generally accepted process of delivering services and generating increased 

development assets for improved wellbeing of people, while seeing people as integral part 
of their environment.  

2. Secondly, as Capacity Development, the process of stimulating learning and human 
development with the stages of dependency – independency – interdependency, or from a 
Buddhist perspective the process of overcoming ignorance and prejudice. 

In general terms the first concept could be referred to as the ‘what’ of development, the 
development services and activities which are taken up in the annual plans and provided by 
Local Government. Examples from Bhutan’s ambitious development agenda are e.g. 
infrastructure development, providing e-governance services, creating a knowledge based and 
service oriented green economy, bringing Information and Communication Technology to the 
doorstep of ‘people’s home’ and expanding tourism services. 

The second concept highlights more the ‘how’ of development and could be referred to as the 
process of capacity development, transformation and social change. Next to looking how 
government systems and processes facilitate meaningful participation and learning also the 
expansion of citizen engagement processes could be considered for supporting dialogue, 
reflection and learning in society.  

The development agenda in Bhutan is presently mostly viewed from the perspective of the first 
concept, while the second one is critical for achieving long-term sustainable progress in line 
with GNH. Understanding and applying both interdependent concepts is, however, essential for 
sustainable progress in society as a whole.  

6.2 Defining Capacity Development for Gross National Happiness

It is recommended to define Capacity Development, especially within the context of GNH, as 
‘systems capacity’. Within a systems view on the capacity relationships are main determinants 
of individual/organisational capacities and informal and formal systems interact in a mutually 
shaping process. A systems view of Local Government prevents designing capacity development 
interventions in isolation for single organizations and staff. It highlights the interdependency of 
organizations in terms of achieving overall development impact and the value of strengthening 
relationships through e.g. multi-stakeholder processes. It is through these relationships that 
transformation and social change happens. The systems view also clarifies the importance of 
creating a conducive enabling environment, including e.g. supportive policy and regulatory 
frameworks and cultural beliefs systems, for performance capacity of Local Government.  

The choice to use a systems approach for Local Government capacity development allows for 
more structural solutions to noted constraints and for building on existing strengths and 
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capacities. The focus on relationships also allows for a much wider variety of CD approaches 
and activities, well beyond traditional training or organizational strengthening approaches. 

6.3 Local Development underpinning Local Government Capacity

6.3.1 Development as a Multi stakeholder Process

The Local Government system in Bhutan as presented again in figure 5 below, comprises of 
the following key stakeholders, organisations as well as key functions, which all have a 
(potentially) critical role to play in the local development process:  

Communities and citizens; 
Tshogpas; 
Gewog Tshogde; 
Gup; 
Gewog Administration; 
Gewog Administrative Officer; 
Dzongkhag Tshogdu; 
Dzongkhag Administration; 
Dzongdag; 
Planning Officer; 
Sector Heads; 
Department of Local Government; 
Gross National Happiness 
Commission; 
Private sector /  entrepreneurs; 
Civil Society Organisations 

Figure 5, Local Government system. 

Each of these organisations and key functions need to be capacitated to play its role in 
enabling, facilitating and stimulating the local development process. At the same time each of 
these stakeholders needs to develop itself to allow for continuous learning and adaptation to 
changing demands and contexts.  

The capacity requirements for these stakeholders have been worked out in the next Chapter. It 
is crucial to understand that each stakeholder’s capacity needs to be determined and 
developed as part of its relationships with other stakeholders within the overall Local 
Government system. Assessing and developing capacity in isolation will not generate the 
required overall capacity for meaningful development.  

It is therefore also important to design key local development processes in a way which allows 
for all stakeholders to participate, engage, exchange, collaborate, learn and develop itself, for 
the benefit of overall development outcomes and impacts. A key local development process, 
which unites all stakeholders and is crucial for sound development impacts, is the Local 
Development Planning processes. The design of this process is discussed in the next paragraph. 

6.3.2 Local Development Planning: Thinking beyond Annual Plan Implementation
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It is strongly recommended to further strengthen integrated area-based planning processes at 
the Chiwog, Gewog and Dzongkhag levels, based with good maps and baseline information to 
enable, facilitate and stimulate local development as a dynamic process with continuous 
adaptation to emerging events. The existing Result Based Management tool and the Planning 
and Monitoring Systems (PLAMS) can be the starting point for a more comprehensive design. 

Local development processes require multi-stakeholder engagement, where only well design 
joint action will result in desired development outcomes and impacts (see figure 6). It is not a 
process which can be planned in detail upfront, but is a transformation and change process 
which needs continuous reflection, learning and adaptation from all stakeholders. The design 
of the local development planning process is therefore critical in the way stakeholders engage 
with each other and whether indeed meaningful participation can be achieved. Critically the 
design needs to empower communities and citizens to lead their own development process in 
an environment where other stakeholders enable, facilitate and stimulate and of course also 
develop themselves in meaningful organisations for a GNH-society. This also means that the 
way stakeholders engage with each other should be based in itself on these GNH-values. 

 Figure 6, overview of the multi-stakeholder local development planning process 

The choice of tools in the local development planning process will to a large extent determine 
how participation is shaped. The use of visualisation tools, like (simple) maps with all kind of 
information on the local context, is very important to allow communities to meaningfully 
participate in, if not lead, their own development. Such tools support sense-making around the 
identification and prioritisation of development activities and create voice of those who would 
otherwise not naturally speak up. Using maps will also allow for communities to assess the 
development situation in other communities, which may facilitate a process of sharing scarce 
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development resources to address the most urgent needs based on compassion for the 
suffering of others. 

It is therefore strongly recommended to fully mainstream an integrated area-based planning 
process starting at the community and Chiwog level. It is also critical that proper Participatory 
Rural Appraisal (PRA) and Participatory Learning Approaches (PLA) are used in the planning 
process, as well as in the monitoring of development activities and outcomes. In line with this, 
especially the capacity of Tshogpas and Gewog Administrative Officers (GAO) to understand 
development processes, to engage with communities and to facilitate community processes 
needs to be strengthened.  

A better understanding of development assets and needs will also allow the Gewog Tshogde
(GT) to decide upon development and plan priorities and on steering integration of sector 
activities for optimal development impact. Measuring development outcomes, more than plan 
activity progress, also allows for improved monitoring and adaptation of plans based on 
changing situations. In a similar way the Gewog office will be in a better situation to negotiate 
with the GT how to realistically match its own capacity to implement the development plan.  
The GT will therefore have a better ability to prioritise and plan complementary service delivery 
for more optimal impact and to address emerging needs and demands. The coordination of 
development efforts based on good data and area-based planning processes will also better 
allow the Gup to take up his designated role as “Mayor” of the Gewog. In a context of many 
good intentions, high demands and personalisation of relationships, good data will provide 
more adequate justification for also saying ‘no’. The latter is important to ensure that plans are 
well prioritised, realistic and matched with adequate capacity for implementation. 

In a similar way the Dzongkhag Tshogdu (DT) will be able to perform better and the 
Dzongkhag administration will be better able to match their capacity (and develop it) based 
on realistic development plans. Sector Heads can more easily prioritise and integrate their 
activities and decide on how their staff can best support the development processes. 
Availability of monitoring data of development outcomes will also allow for a more dynamic 
service delivery and facilitation of especially the ‘How’ of development. Planning Officers in a 
similar way have a better overview of all sector activities and how these can be better 
streamlined towards community demand and development processes. Eventually the multi-
stakeholder collaboration will lead to better understanding of each other’s interests and 
constraints and to a better understanding and learning on how to best facilitate the 
development process.  

This learning and understanding will make it easier for DTs and Dzongkhag administrations to 
negotiate with central level agencies on support needs and on more authority in plan 
development, resourcing and implementation. More than performing tasks allotted or assigned 
by the centre, Local Governments need to be capacitated to develop their own locality specific 
development plans and to work on problems that often arise from these specific local 
environments.  

Localising development planning and monitoring is all the more important considering 
emerging issues like e.g. Climate Change Adaptation, Disaster Risk Management or 
urbanisation. Instead of strengthening capacity for developing and implementing ‘static’ plans, 
capacity will be required for scenario-planning to address climate change or rural-urban 
migration and to anticipate unpredicted events. Good localised data for scenario planning and 
for impact monitoring is within this context even more essential. 
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At present there are already various initiatives exists and tools are available for such 
integrated area-based planning2. These, however, do not seem to be broadly and fully known, 
understood and applied in the planning process of all sectors. It is recommended to access 
good experiences and lessons learned and to integrate the strengthened area-based planning 
concept and scenario planning for Climate Change adaptation into the Local Development 
Planning Manual. 

6.3.3 Local Governance for Development

Creating an overall vision for shaping local development process towards a GNH society is a 
powerful means to stimulate Local Governments and other stakeholders to perform. To 
implement this vision, we propose to define the overall capacity requirement of Local 
Government as follows (paragraph 2.1): 

“Local Government requires the capacity to enable, stimulate and facilitate 
people centred local development, in order to achieve GNH development 
objectives and to create a society based on GNH-values.” 

This statement highlights the requirement for Local Government (GNH-pillar no. 4) to 
effectively guide, and at times lead, the multi-stakeholder development process.  As discussed 
above facilitating local development through multi-stakeholder processes can more effectively 
access the capacity of multiple actors towards local development goals. Local Government 
needs to ensure, however, that the multi-stakeholder process is conducted within the 
principles of good governance, ensuring that decision-making in the arena of local public 
affairs is participatory, open, transparent, rule-bound and subject to scrutiny of citizens.  

Measuring progress in terms of development outcomes and impacts at the local level instead of 
plan implementation progress would over time also lead to a more open and outward looking 
civil service and to more empowered and responsive elected representative bodies.  This will 
allow for strengthened participation of citizens and other stakeholders in local development 
processes, towards joined development outcomes. The interdependence for development 
outcomes and the more open engagement, will also over time increase the mutual 
accountability of stakeholders, which will further improve performance. In addition multi-
stakeholder processes can generally also better facilitate mainstreaming of inter- and cross-
sector issues like poverty alleviation, gender, environment, social justice, etc.  

6.4 A CompassionateWay of Working

6.4.1 Asset based Development and Appreciation for whatWorks

The present planning process is based on a needs assessment process, which highlights what 
communities do not have and what external sources need to deliver for local development. An 
unfortunate side-effect of a needs-based analysis is that the focus on what is absent and needs 
to be brought in by others, is disempowering for communities. It is therefore recommended to 
use an asset-based approach within the context of the above described integrated area-based 
planning process. The focus on ‘assets’ of a community, Chiwog or Gewog leads to 

                                              
2 Examples: … 
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acknowledgement and satisfaction over what has already been achieved and to the 
empowerment of using what is already available, even without any external support.  

Using tools like e.g. Appreciative Inquiry, resulting in a positive analysis, communities can 
more easily direct their own development process to areas for further improvement, making 
use of their own strengths and prioritising support from the Government. This generates a 
development process where communities take the lead and Government is providing support in 
service of the communities. Such a development process is more in line with GNH, but is also 
challenging. Communities need to be facilitated to see their own power and capacity and civil 
servants need to be supported to be real facilitators of development. 

6.4.2 Competition for Resources or Compassionate Sharing?

Another side-effect of the present planning and prioritisation process is that the competition 
for scarce resources, leads to perceptions of ‘winners’ and ‘losers’. Each Tshogpa ‘fights’ for 
resources for his/her own communities, albeit within the context of fairness. Applying 
compassion in action within the prioritisation process of an integrated area-based development 
plan, can lead to a better understanding of each other’s wealth and suffering and a more 
compassionate weighing of priorities. The allocation of resources to those who need it most, 
and the ability to explain this based on good maps and information will allow for ‘double 
happiness’. First of all communities will be happy with what is allocated to them in support to 
their own development process. Secondly some happiness will arise from the knowledge that 
they have been generous with helping others in need, in line with compassion in action and 
local belief systems. This will minimise the feeling of ‘loss’ over what never was an entitlement 
in the first place and will strengthen inter-community relationships.  

For GNH-based local development it is therefore strongly recommended to include within the 
local development planning process approaches which emphasise compassion-in-action, 
compassionate collaboration and sharing of resources for the betterment of the whole. 
Approaches which create power differences, emphasise competition and create winners and 
losers, should be avoided.  

Furthermore meetings and consultations should be designed to create equal-level platforms for 
all participants. The use of institutional powers should be minimised to ensure meaningful 
participation and to facilitate that the voice of those who are yet to be empowered is heard. 

6.5 Sustainable Local Services

6.5.1 Rural Infrastructure Development

At present there is a rather singular focus on construction of rural infrastructure. The 
sustainability of services and infrastructure, in terms of e.g. asset management, rural 
transportation options and in general their contribution to development impact, are largely 
uncared for in practice. At the same time for some infrastructure works, manuals and 
guidelines do exist and sincere efforts are made to improve the existing situation. Since these 
efforts do not seem to bridge different levels of government and do not address different 
interdependent responsibilities and capacities, they seem to remain too much in isolation and 
therefore ineffective. 
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Most rural infrastructures require specific competences for their planning, design, 
construction and maintenance. For example irrigation systems and water supply & sanitation 
services have substantial community mobilisation components next to technical aspects. Rural 
roads in turn have substantial technically advanced challenges as well as community 
maintenance components. However, all infrastructure works are constructed by a pool of 
generalist and overburdened engineers at the Dzongkhag level. At the same time the ‘software’ 
of rural infrastructure, like the communicate mobilisation process and maintenance set-up, is 
to be provided by other sector staff. For example agriculture staff is responsible for setting up 
community water management structures for irrigation schemes and community maintenance 
structures for farm roads. Coordination and integration of this division of responsibility is in 
practice a major challenge and often insufficiently implemented. This division of 
responsibilities is a major bottleneck for sustaining infrastructure benefits.   

At national level there is no singular organisation responsible to develop a vision and strategy 
for rural infrastructure and to provide support and a HRD strategy for Dzongkhag engineering 
sections. The DUDES, presently responsible for Dzongkhag engineers, does not have the 
capacity to do this adequately since it is already overwhelmed by the workload for the rapidly 
expanding urban areas. Considering that a substantial amount of Bhutan’s development 
budget is allocated to rural infrastructure, it seems that calling for an integrated rural 
infrastructure development vision and strategy, supported by a well empowered national 
department, is reasonable.  

It is therefore important to develop a Rural Infrastructure Development strategy to ensure 
quality services, good maintenance and sustainable service benefits over time. Such an 
integrated rural infrastructure development strategy could for example comprise of: 

Planning of an effective and efficient road network, using different road and trail 
standards for optimising road investments while creating maximum access (Dzongkhag 
Rural Access Planning); 
Design and construction of good quality roads and other rural infrastructure, which are 
‘climate proof’; 
Dzongkhag level capacity of engineering sections for design and construction of roads 
and/or capacity for procurement of services; 
Income generation and skill development for communities during construction; 
Multi-year community contracting for road maintenance to ensure good quality road 
and to provide further income generation and skill development of communities; 
Complementary sector interventions to optimise benefits from road access, like access 
to education and health services, access to credit, support for cash crop development, 
small handicrafts and other small business opportunities; 
Providing nature conservation measures and e.g. Community Forestry initiatives to 
prevent over-exploitation of forest resources after creating road access; 
Research on social impact of road access and compensation for property loss; 
Research on rural labour availability for road maintenance in the long-term; 
Research on developing rural transport services. 

6.5.2 Partnerships for Sustainable Service Delivery

Over the past years there has been an increasing move towards decentralization and 
devolution of responsibilities for service delivery to local levels of government. Local 
governments have experienced, however, a shortage of human and financial resources to fulfill 
their obligations in basic service delivery, especially in the context of continually growing 
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demand for services. The search for more innovative and inclusive approaches to the delivery 
of sustainable services to the poor has created a shift away from direct public sector provision 
to service delivery models with some form of partnership with non-state actors (NSAs): like e.g. 
private sector (profit-making), Non Governmental Organizations (NGOs), Community Based 
Organizations (CBOs), beneficiary communities and other formal and informal Civil Society 
Organizations (CSOs).  

These Public-Private Partnerships (PPPs) are seen as an effective complementary way to 
mobilize resources, like expertise, technology and innovation to address the needs of the poor, 
by using the diversity and complementariness of the public sector and the diverse range of 
non-state actors. It is recommended that the usefulness of such PPP approaches for improved 
and expanded service delivery of Local Government is further investigated. It is also 
recommended to develop strategies for strengthening the capacity of Civil Society 
Organisations and private sector for their contribution to partnerships which expand and 
improve upon Local Government service delivery. 

6.6 Organisation Development of Local Administrations

6.6.1 Ongoing Decentralisation Process

Decentralization and devolution of power in Bhutan aims to ‘facilitate direct participation of 
the people in the development and management of their own social, economic and 
environmental well-being’ as per the Local Governments’ Act (2009).  In other words, 
decentralization has been pushed forward as an essential element in achieving some of the 
main developmental goals of Bhutan. Decentralization recognizes that Local Governments 
elected bodies best represent the interests of local communities for fulfilling their aspiration 
and needs. There is therefore a clear need to strengthen the Local Government administrations. 

Local development planning needs to be used as an instrument of social mobilization and 
participation. Clear understanding of development and area based planning needs to be 
established with very strong integration of sectoral objectives. Development planning will also 
need to be done based on potential of the areas. Physical and land use plans will need to be 
used for spatial translation of, and defining the spatial constraints for, development plans.  

The roles and responsibilities of the GT, DT and Dzongkhag Administrations and the roles of 
government officials and elected leaders have changed with the enactment of the LG Act 2009.  
The responsibilities and extent of local government coverage and delivery have increased 
dramatically. Along with the pressures to improve service delivery adoption of a more inclusive 
developmental approach to local development needs to be ensured. All this has resulted in a 
the requirement of a whole new range of skills and competencies on the part of LGs, 
Dzongkhag Administration and elected leaders many of which are different from those needed 
in the past.  Therefore capacities will need to be developed in areas such as: 

(a) Creative and innovative thinking  
(b) Strategic planning, technical expertise and project management skills. 
(c) Effective communication skills  
(d) Leadership capability. 
(e) Strategic thinking and planning 
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6.6.2 Human Resource Development and Management

Local Governments need to be delegated more authority in terms of Human Resource 
Management and Development of especially their sector staff to ensure proper performance 
incentives and accountability. It is furthermore recommended that Local Governments develop, 
resource and implement their own HRD strategies and plans. Decentralised HRD or CD 
budgets at the Gewog and Dzongkhag levels are therefore important. Central level support and 
coordination on CD activities is useful to ensure efficiency in resource use and access to 
quality CD providers. 

6.7 Strengthening New Democratic Institutions

As described in paragraph 5.3.2 the new democratic institutions will have a key role in local 
development processes. The Gewog Tshogde and Dzongkhag Tshogdu will directly represent 
the people and are mandated to decide upon development activity prioritising and approve 
development plans. These representatives are also rooted in their local communities and will 
be able to keep a feel for the ongoing development process, progress as well as challenges. 
They therefore need to able to work within the community dynamics as well as within the more 
formal Tshogdu and with local public administrations.  

They are required to be more independent from the local administrations and to represent the 
interests of the people. At the same time they need to understand the interdependence of their 
own function with other stakeholders in terms of achieving development outcomes. This is a 
rather new and demanding role, requiring substantial competences in e.g. communication, 
negotiation and conflict mitigation, for which CD support is definitely required.  

6.8 Key Strategic Choices determining Local Government Capacity needs

Key Strategic Choices for the CD Strategy of Local Government are: 

Local Development based on Gross National Happiness entails: 
Development within the framework of four pillars: Sustainable and equitable socio-
economic development (not growth), Environmental conservation, Promotion of 
culture and Good governance; 
The long-term process of shaping a society with an appreciation for interdependence 
and a world-centric view, based on GNH-values: compassion, caring, equality, truth, 
openness and continuous learning; 
Development as a dynamic process of transformation and social change, goes beyond 
the mere delivery of development services and products (the ‘What’), and comprises 
the process of facilitating and stimulating learning and human development (the 
“How’). It is therefore a process within which citizens and communities are leading 
their own development; 
Local Government, being at the interface between government and 
citizens/communities, requires the capacity to enable, stimulate and facilitate 
people centred local development in order to achieve GNH development 
objectives and to create a society based on GNH-values. 
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“Every man is guilty of all the good he didn't do.” 
Voltaire

Key Strategic Choices for the CD Strategy of Local Government are (continued): 

Successful Capacity Development for Local Government entails: 
Understanding Capacity Development as the ‘How’ of development, as the continuous 
process of unleashing, strengthening, creating and adapting capacity over time. It is 
therewith an essential ingredient for successful transformation,  and change and an 
integral part of local development; 
Adopting a systems view on capacity and the Local Government system in 
Bhutan, where the Local Administrations, the democratic institutions and non-
state actors interact in an interdependent process of enabling, facilitating and 
stimulating local development; 
Addressing the three mutually interacting levels of capacity: the enabling 
environment, the organization and the individual and also the levers of capacity 
change: leadership, institutional arrangements, knowledge and accountability 
mechanisms ; 
Appreciating the importance of relationships, of bridging different realities, 
powers hierarchies and interests, and the need for joint action to achieve 
development impacts. 

Local Government capacity requirement is underpinned by: 
Local Governments have the responsibility to enable, stimulate and facilitate people 
centred local development, in order to achieve GNH development objectives and to 
create a society based on GNH-values. 
Local development is a multi-stakeholder process where interdependency for 
development impacts requires collaboration and joint action. It is therefore also 
important to design key local development processes in a way which allows for all 
stakeholders to participate, engage, exchange, collaborate, learn and develop itself, 
for the benefit of overall development outcomes and impacts. 
Local development needs to be supported on the basis of Chiwog, Gewog and 
Dzongkhag based integrated area-based planning processes with good maps and 
baseline information to enable, facilitate and stimulate local development as a 
dynamic process with continuous adaptation to emerging events.  
Local Government needs to ensure, however, that the multi-stakeholder process is 
conducted within the principles of good governance, ensuring that decision-making in 
the arena of local public affairs is participatory, open, transparent, rule-bound and 
subject to scrutiny of citizens. 
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Key Strategic Choices for the CD Strategy of Local Government are (continued): 

GNH entails a compassionate way of working: 
Define and use asset-based development approaches, which value what exists and 
empower people to act with what they have, using e.g. tools like Appreciative Inquiry. 
Define and use approaches which emphasise compassion-in-action, compassionate 
collaboration and sharing of resources for the betterment of the whole. Avoid 
approaches which create power differences, emphasise competition and create 
winners and losers.  
Meetings and consultations should be designed to create equal-level platforms for all 
participants. The use of institutional powers should be minimised to ensure 
meaningful participation and to facilitate that the voice of those who are yet to be 
empowered is heard. 
Happiness at the work place is a powerful performance motivator. It is therefore 
important to acknowledge success and share appreciate for dealing with the 
multitude of challenges, while also maintaining an environment of constructive 
feedback and performance accountability.  

Sustainable Local Services: 
Define and use Rural Infrastructure Development approaches, which ensure quality 
services, good maintenance and sustainable service benefits over time. 
There is a need to develop an integrated rural infrastructure development vision and 
strategy supported by a well empowered central level parent agency or department. 
Develop a strategy for the introduction of Public-Private Partnership approaches for 
improved and expanded service delivery of Local Government. Develop strategies for 
strengthening the capacity of Civil Society Organisations and private sector. 

Organisation Development of Local Administrations: 
Local Governments need to participate more in dialogue and discussions on the 
ongoing decentralisation process, to ensure their interests are well understood and 
considered. Also the decentralisation process, notably the recently approved Local 
Government Act, needs to be monitored to ensure lessons are learned and emerging 
constraints and opportunities are identified. 
It is recommended to establish Local Development Teams (LDT) in each Dzongkhag, 
comprising of the Planning Officer (PO) and all the Gewog Administrative Officers 
(GAO), and to strengthen the existing GNH Committees. 
Local Governments need to be delegated more authority in terms of Human Resource 
Management and Development of sector staff to ensure proper performance incentives 
and accountability. 

Strengthening of the new democratic institutions: 
The new democratic institutions will have a key role in local development processes. 
They are required to be more independent from the local administrations and to 
represent the interests of the people, while at the same time understanding their own 
interdependence with other stakeholders in terms of achieving development 
outcomes. 
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7 Capacity Requirements of Local Government

7.1 Capacity for What?

The key capacity required for Local Government, the “Capacity for What?”, is: 

“Local Government requires the capacity to enable, stimulate and facilitate 
people centred local development, in order to achieve GNH development 
objectives and to create a society based on GNH-values.” 

More specifically, based on the strategic choices presented in Chapter 6, the Capacity 
requirements for Local Government can be further detailed in terms of the Local Development 
process. Capacity for: 

Local Development based on Gross National Happiness; a transformation process 
shaped by and in itself shaping GNH-values, within the framework of the four pillars. 
Capacity Development as an integrated part of the Local Development process, the 
‘How’ of development within a systems view. 
Local development as an interdependent multi-stakeholder process, shaped by the 
principles of Good Governance and measured in terms of development outcomes. 
Sustainable service delivery to ensure long-term development benefits. 
Organisation strengthening of Dzongkhag/Gewog administrations and local elected 
bodies for Local Development. 
A compassionate way of working and empowering all to act upon assets that already 
exist.

The GNH-based Local Development process is primarily shaped through Bhutan’s Local 
Development planning process, the Results Based Management system and the Planning and 
Monitoring System. These three tools or systems together, can be considered the fundamental 
Local Development planning, implementation and monitoring system. The proper 
functioning of this system, in the context of the GNH-based Local Development process, 
requires interdependent capacities from all stakeholders, and this system is therefore 
considered as the key entry point for analysing capacity requirements. This has been touched 
upon already briefly in paragraph 6.3.2. Additional capacity requirements are also analysed 
based on the detailed strategic choices presented in Chapter 6. 

For reference the Local Development planning, implementation and monitoring system is 
depicted in figure 7 below. The main roles and responsibilities of key stakeholders are also 
highlighted in the same figure. 
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Figure 7, Roles and responsibilities of key stakeholders in the Local Development planning, 
implementation and monitoring system. 

7.2 Capacity Requirements of Specific Positions and Organisations

Based on the Local Development planning, implementation and monitoring system the 
capacity of selected stakeholder organisations and specific key positions has been worked out. 
As mentioned capacity requirements have specifically be assessed in the light of the formal 
roles and responsibilities and the key relationships of different positions and organisations for 
joint action towards development impact.  

Just as an example the capacity requirements of a Tshogpa has been assessed based on the 
formal roles and responsibilities of the position, as well as the nature of the relationships a 
Tshogpa needs to develop and maintain with others (Figure 8). 
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Figure 8, Indication of important relationships of a Tshogpa. 

The capacity requirements for the following entities have therefore been analysed, with a focus 
on the Dzongkhag/Gewog level: 

Communities; 
Gewog Tshogde; 
Gewog administration; 
Dzongkhag Tshogdu; 
Dzongkhag administration; 
Dzongdag; 
Dzongkhag Planning Officer; 
Tshogpa; 
Gewog Administrative Officer; 

Gup and Mangmi; 
Tsodrung; 
Gewog Accountant; 
Gaydrung; 
Department of Local Governance; 
GNH Commission; 
Civil Society Organisations; 
Private sector; 
Education and knowledge institutes. 

In Annex 3 the Key Roles and Responsibilities in the Local Development process and the key 
CD areas for involved stakeholders are presented in detail. Annex 4 presents for the same 
stakeholders the more detailed Capacity and Competency Requirements. These are the basis 
for the CD strategy and plan as presented in the next Chapters. For illustration sake in the 
next paragraph some key CD areas are presented for the different organisations and functions. 
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7.3 Key Capacity Development Areas
Organizations/ 
Positions 

Capacity Development Areas Capacity Development 
Learning Objectives  

Community GNH-based Local Development 
process, GNH-values, citizen rights 
and responsibilities etc.  
LD planning and result monitoring,) 
Natural Resource Management and 
Environment Conservation 
(Training) 

To enhance capacity of the community 
to own, manage and sustain 
development facilities aimed at the 
benefit of the community and adapt to 
various changes such as climate change, 
natural disasters etc. 

Gewog Tshogde 
(GT)

Governance and Leadership 
(Training) 
Policy Orientation(Orientation) 
Natural Resource Management and 
Environment Conservation 
(Training) 
Gender and Development 

Build the capacity of the GT as an 
institution at the Gewog level to help 
secure the best decision from the 
perspective of the community and 
ensure that progress can proceed in the 
best interests of local government and 
the people. 

Gewog
Administration 
(GA)

Governance, Leadership and Service 
Delivery (Training) 
Office Administration (Training) 
Strategic Development Planning and 
Prioritization (Training) 
Results Monitoring and Evaluation 
(Training) 

The Gewog Administration should have 
the generic capacity to plan, manage, 
monitor and evaluate specific plans and 
programmes and ensure that plans are 
implemented within policies and the 
needs of the people. 

Gups and 
Mangmis 

Performance Management (Training)
GNH,  Leadership and 
Development (training) 
Induction Training for Newly 
Elected Gups and Mangmis 
Natural Resource Management and 
Environment Conservation 
(Training) 
Participatory learning and action, 
PRA social development mapping, 

Develop a clear understanding of the 
powers and functions of local 
government and all associated issues 
and the difference between the roles and 
responsibilities of Gewog Tshogde and 
Dzongkhag Tshogdu, Be able to provide 
guidance to GT and to render the service 
or manage service providers, and 
understand the requirements for local 
government, the functions of local 
government, and how to manage 
functions assigned to the DT. 

Dzongkhag 
Tshogdu (DT) 

Governance, Leadership and Service 
Delivery (Training) 
Policy Orientation(Orientation) 
Relationship Building 

Develop the capacity of the DT members 
for institutional building to help support 
the long-term development of local 
government and its partners within the 
recognized principles and strategies of 
good governance. 

Dzongkhag 
Administration 
(DA)

Performance Management (Training)
Strategic Development Planning and 
Prioritization (Training) 
Basic Introduction to local 
Governance (Training) 
Gender and Development 
Results Based Management  and 
PlaMs

Develop the understanding of the 
spatial, economic and political context of 
the Dzongkhag, the implications of 
development policies and government 
programmes, and of their implications 
for functioning and service delivery.  

Dzongdag Performance Management (Training)
GNH,  Leadership and 
Development 
Basic Introduction to local 
Governance (Training) 

Develop the ability to create and 
embrace effective participatory processes 
with stakeholders and the ability to 
create the basis for locally owned and 
locally focused planning. Establish 
accountability and transparency, 
ensuring a high standard of professional 
ethics within the Dzongkhag 
Administration 
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Dzongkhag 
Planning 
Officers (DPOs) 

Results Based Development 
Planning monitoring and Evaluation 
(Training) 
Gender and Development and 
Poverty Alleviation (Training)
GNH-based Local Development 
porocess, GNH-values (Orientation) 
Asset-based and appreciative 
development approaches and tools 
(Training)

Develop the ability Lead and facilitate 
the planning and implementation of 
integrated area based planning and 
understand the context of integrated 
development planning and how they can 
contribute effectively to social and 
economic transformation. 

Tshogpa 
Induction  course (Planning and 
Prioritization and Leadership 
includes (GNH-based local 
development) (Training) 
Citizen participation and 
deliberation processes, Multi-
stakeholder facilitation, Role of the 
new democratic institutions at the 
local level  

The capacity to learn how to do things 
better as an elected leader such as, how 
to conduct a better meeting, mediate 
disputes, and help community become 
more effective and productive in the best 
interests of the total community. 

Gewog
Administrative 
Officers (GAOs) 

Local Development Planning and 
Results Monitoring and Evaluation 
(Training)  
GNH-based Local Development 
porocess, GNH-values, citizen rights 
and responsibilities etc. 
Asset-based and appreciative 
development approaches and tools 
(Training) 
Leadership and Development and 
Gender  
Natural Resource Management and 
Environment Conservation 
(Training) 

Develop the ability to assess the 
comparative advantage of the Gewog and 
develop a realistic understanding of local 
economic conditions and potential, and 
to facilitate appropriate local 
development. 

Tsodrung General Management (Training) 
Performance Management (Training)
GNH-based Local Development 
process, GNH-values, citizen rights 
and responsibilities. 

Develop the capacity to promote the 
generation and sharing of knowledge 
and learning in order to enhance the 
collective knowledge of the DT and 
explore and implement new ways of 
delivering services that contribute to the 
improvement of DTs in order to achieve 
DTs objectives. 

Gewog
Accountant 

Training on GFMS 
General Management and Service 
Delivery (Training) 

To provide financial and management 
skills for Improved performance to 
support the GT in development 
initiatives and Gewog Administration 

Gaydrung General Management and Service 
Delivery General (Training)  
Office Administration 

Develop capacity to support the function 
of the Gup and Mangmi and the Gewog 
Tshogdue and Gewog Administration. 

Chipon Training on Communication and 
Mobilization 
Citizen participation and 
deliberation processes 

Develop their capacity to communicate 
and Mobilize Community 

Department of 
Local
Governance 
(DLG)

TOTs (Training) 
Policy Analysis (Training) 
Participatory Planning  Monitoring 
and Evaluation (Training) 
Local Governance (Training) 
Strategic Multi-stakeholder process 
facilitation (Training) 

Develop the capacity to respond 
appropriately to and proactively 
approach local governance, 
administrative and development issues 
in order to gain a broader perspective on 
administrative procedures policies. 
Acquire skills to build networks with 
other organizations. 
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Gross National 
Happiness 
Commission 
(GNHC)

Policy Analysis (Training) 
Participatory Planning  Monitoring 
and Evaluation (Training) 
GNH and Development (Training) 
Strategic Multi-stakeholder process 
facilitation 

Develop the capacity to respond 
appropriately to and proactively 
approach development issues in order to 
gain a broader perspective on 
development policies. 

Dzongkhag HR 
Officers

Strategies, systems and 
approaches of staff in the 
organisation. 
Ensuring better use of the 
organisation's staff improving 
performances. 
Developing and analysing sound 
strategic HRM systems with 
recruitment, selection and 
development.  
Monitor, evaluate, and reward 
performance of employees. 

Develop the capacity of the HR Officers 
to about better results from teams and 
individuals and enable them to measure 
their performance within agreed 
frameworks of objective assessments 
and competence requirement. 

Change 
Facilitation 
team

Strategic Multi-stakeholder 
process facilitation 
Appreciative Inquiry 
GNH-based Local Development, LD 
planning and result monitoring 

Develop the capacity of the Team to 
manage multisatkeholder and promote 
GNH based local development and 
manage and facilitate change at the 
Local level. 

Dzongkhag 
Local
Development
Teams

Strategic Multi-stakeholder 
process facilitation 
Appreciative Inquiry 
GNH-based Local Development, LD 
planning and result monitoring 

Develop the capacity of the team to 
manage local development in line with 
GNH and be able to use appreciative 
inquiry for local development. Be able to 
manage multi-stakeholder processes. 
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8 Capacity Development Strategy

8.1 The Design of the Capacity Development Strategy

8.1.1 Key Design Principles

The design of the CD approach for Local Government will be based on the following key design 
principles: 

1. The key capacity required for Local Government, the “Capacity for What?”, is: 

“Local Government requires the capacity to enable, stimulate and facilitate 
people centred local development, in order to achieve GNH development 
objectives and to create a society based on GNH-values.” 

2. The key entry points for the long-term process of developing LG capacities are: 
a) The GNH-based Local Development process, which is partly shaped through the 

supporting Local Development planning process, the Results Based Management 
and the Planning and Monitoring System, which necessitates multi-stakeholder 
based local development capacity and also mutual accountability for development 
results;  

b) Capacity Development is not a separate issue but an integral part of good local 
development (the ‘How’). It therefore needs to be integrated in development planning 
as well as the daily behaviour of managers, representatives, staff and all others 
involved; and 

c) The empowerment of the new democratic institutions, within the Local Government 
system, is a critical part of successful local development;  

3. The key strategic choices as presented in the previous Chapter will guide more detailed CD 
initiatives, either designed upfront or addressed as emerging issued during the CD process; 

4. The understanding that CD is a long term change process, which is best to built on 
ongoing initiatives, making some quick wins in terms of rapid feasible changes combined 
with more incremental steps towards improvements and changes. Managers and key staff 
need to be capacitated to implement small bottom-up improvements using positive, 
inclusive multi-stakeholder approaches. Successful initiatives need to be realised and up-
scaled where possible. For successful CD, professional change facilitation of the whole CD 
process of Local Governments is crucial. See next paragraph for a detailed analysis of how 
successful change can be achieved with this CD Strategy. 

5. Scheduling of CD activities will be decided upon based on the needs arising from the CD 
and change process itself as well as the upcoming elections of local representatives and the 
Five Year Planning Cycle. Elections are foreseen towards the end of this year and the next 

“We cannot solve a problem from the same level of consciousness that created it.”
  Albert Einstein 
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FYP cycle, where the adapted local development approach is proposed to be used, will start 
mid 2013. Linking capacity development to concrete demand, enhances learning transfer 
and -application and increases overall CD success substantially. 

6. The acknowledgement that it is critical for successful CD strategies to be owned and 
supported by the implementing organisation, the Local Governments themselves. The CD 
Strategy is therefore not a ‘one-fit-all’ approach but a living CD strategy, which will 
undergo further intensive discussions and localised changes as part of the introduction 
and implementation process at Local Government levels. Only when this process is well 
facilitated, will organisational capacity be build beyond scattered individual capacities. 

8.1.2 Winning the Change

The Capacity Development Strategy introduces new development concepts. which will be 
implemented through amongst others an adapted local development planning and monitoring 
process. Organisational results/outputs will be delivered within a multi-stakeholder process 
approach based on an understanding of the mutual interdependence for local development 
results. If not enough in itself, the added dynamic of new democratic institutions and ‘new’ 
Local Government mandates, will provide further challenges for Local Government capacity 
and performance. It is therefore crucial to right from the start acknowledge the substantial and 
demanding changes which will take place for all people and organisations concerned and to 
design the CD Strategy as a change strategy to ensure change will indeed happen in the 
desired direction and will be consolidated over time. The latter of course from the perspective 
that change is continuous and real ‘consolidation’ is therefore not an objective. 

Kotter (1998), a Professor of Leadership at Harvard Business School, suggests that because 
change evokes resistance, a strong leadership team is essential. These leaders need “strong 
position power, broad experience, high credibility, and real leadership skill… diversity of views 
and voices” (p30) and perform as a strong team “real teams are built by doing real work 
together, sharing a vision, and sharing a commitment to a goal”. An important component of 
this CD Strategy is therefore the establishment of a Change Facilitation Team (see further). 

Kotter (1998) furthermore sets out ‘Eight Steps to Transform Your Organization’ (p27-33). 
The design of and guidance for the change process of the CD Strategy for Local Government in 
Bhutan, is explained below based on these eight steps.  

1. Establish a Sense of Urgency  
The urgency for the CD and change process of Local Development in Bhutan is coming 
from: 

a) The urgent need to shape local development processes in line with the GNH 
development philosophy; 

b) The urgent need to strengthen the capacity of Local Government in line with the 
newly enacted Local Government Act; 

c) The urgent need to develop especially the capacity of the ‘new’ democratic 
institutions, mandated under the New Local Government Act, for which elections will 
take place towards the end of 2010; 

d) The urgent need to achieve the development results as projected in the Tenth Five 
Year Plan, by mid 2013. 
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e) The aim to base the Eleventh Five Year Plan (July 2013 – June 2018) on a Local 
Development process guided by the improved Local Development planning process 
with at its basis community driven transformation and development processes; 

2. Form a Powerful Guiding Coalition  
There is a need to assemble a group, the Change Facilitation Team, with enough political 
and professional support from e.g. the GNH Commission and the Cabinet, is to lead the 
change effort. The Department of Local Governance and the GNH Commission (and maybe 
some more selected stakeholders like RCSC) have sufficient cloud to guide and where 
needed ‘push’ the change process. For this to this to happen in practice, representatives 
from these key organisations need to work together as a change facilitation team.  

3. Create a Vision  
A clear and inspiring vision, to help direct the change effort, is provided by the GNH-based 
local development concept and the overall aim of Bhutan’s government to shape a GNH-
based society (Chapter 3).  

4. Communicate the Vision  
The Change Facilitation Team will be intensively engage with Local Governments on the 
consultation, introduction and adaptation of the CD Strategy. At the same time national 
Agencies need to be brought on board for which a good communication strategy needs to be 
developed. The Change Facilitation Team is to teach new behaviours and ways of working by 
example. 

5. Empower Others to Act on the Vision  
The new Local Government Act has handed down substantial powers to new elected bodies 
and the Gewog level. It is therefore crucial to capacitate and empower especially these 
bodies to take up their new roles and responsibilities, to understand and deal with 
resistance to change and to get rid of obstacles to change. To allow for this to happen, risk 
taking and non-traditional ideas, activities, and actions need to be stimulated. 

6. Plan for and Create Short-Term Wins  
It is important to plan and for visible performance improvements and to create them early in 
the change process. Such quick wins stimulate further change and embed part of the 
change in the new structures and systems under development. Some good examples of 
quick wins are to link the introduction of capacity for the GNH-based local development 
process change to the new local development planning manual and the mandate of the new 
elected bodies. Also some integrated area-based planning tools can be piloted in the first 
year and up-scaled in the second year, to allow for a broad introduction as part of the new 
FYP process. Furthermore setting up Dzongkhag Local Development team and 
strengthening their capacity will also lead to a higher immediate visibility of the change and 
a supportive structure, both of which are important. The LDT can also identify and promote 
rewards for employees who are pro-actively involved in the improvements and show 
exemplary personal leadership in their own right. 

7. Consolidate Improvements and Produce Still More Change  
The adaptation of the local development planning process, the planning manual and the 
tools will be designed, piloted, adapted and up-scaled over the initial two years, after which 
these will be an integrated part of the local development planning and monitoring process 
for all Local Governments. This system change will ensure improvements are consolidated 
and capacity development activities are continuously geared towards emerging demands 
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from the changing planning system. Also the capacity of the newly elected representatives 
will right from be based on the longer term vision for Local Government and the multi-
stakeholder processes approach. Since new mandates and a new vision will make the new 
capacity requirements acceptable, resistance will be relatively small, and the new way of 
working can relatively easily be consolidated. Over time new constraints and capacity 
demands will emerge. The Change Facilitation Team will need to capture these and design 
appropriate action to reinvigorate the change process with new themes and change agents.  

8. Institutionalise New Approaches  
To institutionalise the change it is essential to articulate the connections between the new 
behaviours and organizational success. GNH-based development is based on a value system, 
which in itself will be actively promoted through e.g. asset-based development approaches, 
Appreciate Inquiry, the way meetings are conducted, promoting compassion at the work 
place, coaching, leadership development and other types of CD interventions. It will also 
over time be embedded in standard public sector training to ensure sustainability over time.  

The CD Strategy will consider these eight steps in its design. CD targets and benchmarks will 
be developed to ensure successful change and adequate monitoring of progress. 

8.1.3 Capacity Development goes beyond Training

One persistently flawed perception on capacity development still deserved particular attention. 
Training has been since long been a central element of CD and unfortunately in many cases 
training is still equated with CD. Within the context that CD is a multi-level and –dimensional 
process, which goes far beyond knowledge and skills transfer at the individual level, and 
embraces organisations, sectors, institutions and cultural contexts, training has failed, 
however, to deliver the CD results expected.  

According to a World Bank evaluation (World Bank 2008) only half of the by WB-projects 
provided training resulted in improved capacity for development results. Making the leap from 
individual learning to workplace performance outcomes and, subsequently, to development 
capacity impact requires both good training design and an appropriate organizational and 
institutional context in which to apply the learning from training. Training therefore can be 
very effective if it is embedded within broader CD strategies that provide complementary 
support for the implementation of learning.  

Also training builds development capacity only when trainees have adequate resources and 
incentives to implement learning in the workplace. It is therefore important to ensure that 
Local Governments own and implement as much as possible the CD strategy and have 
sufficient resources and capacity support. 

The systems view on capacity, which is the fundamental base for this CD strategy, addresses 
in itself already many of the noted training shortcomings. The systems view highlights complex 
contextual factors, like regulatory or cultural barriers, which may negate potential 
effectiveness of training. It also helps to appreciate how well designed training could be 
effective within a local context with multiple levels of organisation and a complex web of 
relationships. In the next chapters different CD elements and activities will be explained, 
which together can shape a successful CD process at Local Government level. 
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8.1.4 Building on Existing Capacities and Capacity Development Initiatives

The Capacity Development strategy for Local Government is building upon existing systems 
and capacities. In many cases existing capacities are already significant and only need to be 
strengthened towards the improved Local Development planning, implementation and 
monitoring process. In other cases existing capacities are weak or non-existent, like for 
example for sustainable infrastructure development (weak) and for the first-time elected 
representatives (mostly absent). 

At the same time at present several CD initiatives already are ongoing or have recently been 
implemented. The CD strategy will as much as possible build upon these CD initiatives and 
will strengthen possible complementarities. A list of main ongoing or recent CD activities and 
Local Development planning approaches, is provided in Annex 5. 

8.2 Capacity Development of the overall Local Government system

8.2.1 Department of Local Governance

The DLG as the main coordinating body for local governance, needs to implement its role in 
ensuring compliance of LGs with the LG Act and other national laws, policies, rules and 
regulations. For this the DLG should needs to be able to provide strategic Capacity 
Development support to the LGs and help them in strengthening their institutional capacities 
to plan, implement, monitor and evaluate the local development process within the context of 
decentralized participatory planning. The DLG should also act as Coordinator of national 
oversight policies, functions and programs on local government and legal issues.  

It is crucial to ensure that DLG has the institutional capacity to drive the CD programme 
effectively. For capacity development plans for Local Governments to be sustainable and 
effective in the long term, it is important that it is owned and spearheaded by the DLG. It 
needs to work with partners and institutionalise the activity within the DLG as part of the 
normal workings of the department. In keeping with the roles and responsibilities the DLG is 
seen to need capacity development in the following areas:

1. Coordination skills; 
2. Analytical Skills; 
3. Strategic multi-stakeholder process facilitation; 
4. Trainer of Trainers (ToT); 
5. Skills in development of monitoring tools; 
6. Organizational strengthening; and  
7. Strengthening of Human Resources. 

8.2.2 Gross National Happiness Commission

The GNHC as the main planning agency should support the development of periodic 
development plans of the country and act as a coordinating and monitoring agency of the 
government, identifying program and policies, exploring and allocating resources for economic 
and local development. It should also act as a central agency for monitoring and evaluating 
development plans, programs and policies and serve as an advisory body to the Government on 
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policy matters and on development process and planning approaches. The GNHC should work 
in conjunction with DLG to ensure that support to Local Governments complies with the 
National development priorities.  The capacity development needs are seen in the areas of: 

1. Local Development planning approaches and tools; 
2. Monitoring and evaluation of development plans, processes and results; 
3. Policy Analysis and Strategic Thinking; 
4. Strategic multi-stakeholder process facilitation. 

8.2.3 Capacity Development and Change Facilitation Team

As expressed above in paragraph 8.1.2 it is critical for successful CD and change initiatives, 
especially at the scale foreseen in Bhutan with 20 Dzongkhags, to have a supporting Change 
Facilitation Team (CFT). The CFT can comprise of representatives from DLG, GNHC, 
Dzongkhags (Dzongdag and/or Planning Officer), Gewog (Gup and/or GAU), RCSC, CD 
consultant(s) and other stakeholders deemed relevant.  

The key role of the CFT is to develop a CD ‘programme’ based on the CD strategy and plan, 
which includes support activities to the CD at Dzongkhag and Gewog level. This programme 
includes all CD plan activities as presented in the CD strategy, with in addition support 
initiatives to facilitate the change process, like multi-stakeholder workshops, seminars, on-the-
job support, help line, lessons learned documentation and case studies on e.g. GNH-based 
local development, embedding successful approaches in planning & monitoring systems, 
identifying bottlenecks and constraints, seeking political support for decisions on emerging 
issues, coaching, communication, etc. 

To allow the CFT to undertake this support role it will need to be capacitated on e.g.: 
Local Development as a transformation process. 
GNH-values and Appreciative Inquiry; 
Capacity Development practices; 
Facilitating strategic multi-stakeholder processes; 
Change Management; 
Coaching and Mentoring; 
Communication; 

8.2.4 Rolling out the Draft CD Strategy at Local Government Levels

The CD Strategy is for Local Government a living document, developed based on field on visits 
and intensive consultations with Local Government and national level representatives. Still it is 
critical that the CD strategy is subjected to a broad introduction and consultation process at 
Dzongkhag and Gewog levels to ensure ownership and practical feasibility. The CD strategy 
will also feed directly into the Dzongkhag and Gewog CD plans which will be developed over 
time. It is therefore recommended that this consultation and adaptation process is taken up as 
one of the starting activities of the CD plan. It is foreseen that the CD strategy will be 
periodically adapted based on the continuous deliberations and lessons learned.  
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8.2.5 GNH based Local Development Policy

The GNH-based Local Development concept and the CD Strategy need to be translated into an 
overarching policy framework. This framework will guide the adjustment and development of 
Sector Ministry and Local Government policies towards GNH development objectives. The 
framework will also need to stimulate that sector policies and activities are integrated for 
optimal support to the Local Development process.  

It is important to understand that laws, policies and rules & regulations are tools to guide 
organisational and human behaviour and are to enable and stimulate local development 
processes. Monitoring of the impact and consequences of such policies and rules is important 
since in practice they can also lead to unforeseen negative consequences. It is not uncommon 
that an undue focus on enforcing the letter of the rules, combined with exercising inflexible 
institutional powers, leads to stifling local development initiative and to disempowerment of 
people and organisations, especially at the local level. Open reflection and dialogue is therefore 
a critical contribute to successful policy development. 

8.2.6 Participatory Policy Development, Implementation and Monitoring

In line with the previous paragraph, there is a need for institutionalising participatory 
processes for developing, implementing and monitoring policies. Those who have responsibility 
to implement, often local government levels, and those who are to benefit, communities and 
citizens, are best positioned to ensure policies are successfully guiding development impact. 

8.2.7 Integrated Area based Planning and Monitoring Process and Tools

In line with paragraph 5.3, an area-based local development planning process and supportive 
tools need to be developed, based on the existing tools for local development planning and 
monitoring, like the Results Based Management system and also the Planning and Monitoring 
system (PlaMS). In addition successful other planning approaches and tools, already piloted in 
Bhutan, need to be integrated or made complementary. Examples are the Dzongkhag Rural 
Access Planning tool, the Sustainable Land Management Project approach, the Rural 
Economic Advancement Project tools, the Disaster Risk Management approach, etc (Annex 5). 

Key contributes of the system needs to be promoting meaningful participation of all 
stakeholders at all levels and monitoring development on the basis of commonly agreed results 
and outcomes. 

8.2.8 Asset based Development and Appreciation for whatWorks

As discussed in paragraph 6.4.1, the focus on ‘assets’ of a community, Chiwog or Gewog leads 
to acknowledgement and satisfaction over what has already been achieved and to the 
empowerment of using what is already available, even without any external support. 
Appreciative Inquiry and compassion also stimulate positive values and mobilise energy for 
change and improvement. This therefore needs to be systematically promoted by integrating 
such values in local development planning processes and policies. 

－ �0�－



Capacity Development for Gross National Happiness 
A Strategy for Local Government in Bhutan 

49 | P a g e  

8.2.9 Sustainable Services and Rural Infrastructure Development Strategy

The local development planning process needs to encompass also the management and 
maintenance stages of services and especially of rural infrastructure. Local Government has a 
clear responsibility in achieving service sustainability, but present planning and monitoring 
systems are not paying adequate attention to this aspect. 

Furthermore as described in paragraph 6.5.1 achieving good quality and sustainable rural 
infrastructure is dependent on many factors and multi-level stakeholders. An approach with 
isolated CD activities, like technical training or more engineering staff, will not result in 
substantial improvements. It is strongly recommended to develop a separate strategy for 
improvement of quality and sustainability of rural infrastructure and to establish a clear 
central ‘parent’ organisation in support to Local Governments. 

8.2.10 Local Development Planning Manual

The by this CD strategy promoted GNH-based Local Development values, concept and 
approach, the asset-based and appreciative development approach, the sustainability of 
services, the compassion-in-action way of working, as well as the above improved local 
development planning process and tools, need to integrated in the existing (draft) Local 
Development Planning Manual. The monitoring of Local Government needs to be done on 
achievable development results and outcomes, not solely on plan activity progress. It is 
therefore also advised to more specifically address the roles and responsibilities of the different 
levels of government administrations as well as the new local democratic institutions in the 
planning process. 

In addition it may be also useful to already address the interdependence of all stakeholders in 
terms of achieving development outcomes and the need to increasingly develop partnerships 
with non-state actors in service delivery.  

8.2.11 Monitoring of Pilot Programmes and Up scaling Good Practice

As mentioned a lot of good and innovative practice takes place with projects and sectors 
(Annex 5). Much of the lessons and successful approaches remain however unknown and are 
not mainstreamed. The rate of return on these investments is therefore unnecessarily low and 
a mechanism needs to be developed to inventor and monitor such learning approaches. 
Successful tools and approaches can be integrated in existing nation-wide systems for the 
larger benefit. It is proposed that within the sector Ministries, the PPD take upon themselves 
this responsibility and that either DLG or GNHC takes an overall lead in this. 

8.2.12 Platform for Monitoring the Local Government Act Implementation

The Local Government Act and its rules and regulations have only recently been approved. 
Local Government organisations and national ministries and agencies still need to collaborate 
on understanding the implications and on making the new decentralisation work. It is 
therefore recommended to develop some mechanism or platform where experiences can be 
shared, where support can be obtained for interpretations and for monitoring consequences 
and lessons. This will empower Local Governments to lead the implementation of the new Act, 
with facilitation of central level government. 
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8.2.13 Piloting of Innovative Block Grant Systems and Out of plan Budget Allocations

The importance of continuing with the innovative decentralised block grant system at the 
Gewog level cannot be overemphasized, especially if budgets can be used for out-of-plan 
activities without cumbersome procedures. Financial transparency and accountability for 
decision-making and resource utilisation needs to be supported and so is the need to empower 
local government levels for flexible decision-making outside the fixed planning and financing 
processes. Local development can only be truly facilitated when emerging demands are 
captured and addressed. Without flexibility in resource allocation people are not empowered to 
monitor their environment for emerging issues and to act upon new demand. This capacity is, 
however, essential for moving away from the present nearly singular plan implementation 
focus.

8.2.14 Studies and Strategies

In support to strengthening the capacity of Local Government, the following studies or 
Strategies are recommended to be developed: 

Capacity Development Strategy for municipalities in Bhutan; 
Feasibility of Public Private Partnerships in Service Delivery of Local Government and 
assessment of capacity requirements; 
Capacity Development Strategy for Civil Society Organisations in relation to their 
potential contribution to Local Development processes; 
Capacity Development Strategy for private sector, especially the construction industry, 
for improved infrastructure development; 
In line with 8.2.9 above, a separate study on how to ensure the sustainability and 
environmental friendliness of rural roads. 
Effects of urbanisation on rural livelihoods and development strategies 

8.2.15 Helpline for Local Government Staff

For general questions, clarifications, issues of interpretation on e.g. laws and rules & 
regulations or for sector related policies and issues, it would be good to have a helpline for easy 
reference. 

8.2.16 Association of Gups and Gewog Tshogde

The Gup acts under the new Local Government Act as the ‘Mayor’ of the Gewog and the Gewog 
Tshogde in part as ‘local councils’. Strengthening their capacity can be facilitated by developing 
support mechanisms for peer learning and peer support, like e.g. creating an Association of 
Gups and an Association of Gewog Tshodges.  

8.2.17 Embedding GNH Values in Public Sector Functioning

GNH promotes values of compassion, caring, equality, truth, openness, reflection and 
continuous learning. Such values are essential for personal development, for organisational 
learning and for development of society as a whole. These values are to be promoted also by 
the attitude and behaviour of government officials and organisations, which also means that 
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institutional powers do not need to be overly emphasised in day to day work engagement. 
Creating open and constructive dialogue and space for deliberation and compassion in e.g. 
meetings and other participation structures, is an important means to stimulate learning and 
human development.  

8.2.18 Access to Information and Openness on Decision making

For allowing meaningful participation of citizens, access to information is essential. Local 
Government therefore need to have the capacity to collect and disseminate relevant 
information for internal accountability, transparency and well as external performance 
accountability.  Adequate information also empower citizens and communities to lead their 
own development process, which can support Local Government substantially in achieving 
development outcomes.  

8.2.19 Seminars and Conferences

To stimulate more discussion on the role and capacity requirements of Local Government, it is 
advised to organise regular internal and public forums for deliberation. This will create 
openness and will empower stakeholders to voice their successes and concern. The nature of 
information and knowledge thus acquired will substantially differ from that obtained from 
internal public sector monitoring and reporting systems.  

8.2.20 Citizen Engagement and Deliberation Processes

More broadly the expansion of citizen engagement processes could be also considered for 
supporting dialogue, reflection and learning in society as a whole. A good example is the UN 
supported ‘Solution-exchange’, which is a e-platform for stimulating exchange on all kind of to 
society relevant topics. Other examples are e.g.: 

Participatory Policy development, through e.g. large scale public gatherings; 
More longer term Public Deliberation processes on issues relevant to society and it’s 
values;
Opening up internal working processes of the public sector to citizen participation; 

8.2.21 Supporting Curriculum Development in Education Institutes

Local Development and its related knowledge areas could also be embedded within the 
education institutes in Bhutan, to ensure that future graduates when entering the job market 
are better suited for Local Government positions. It is therefore recommended for DLG and 
GNHC to discuss how existing courses could be adapted or new courses could be designed to 
cater for these new competences. 
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8.3 Capacity Development of Local Government Organisations

8.3.1 Dzongkhag Local Development Teams

A critical recommendation to capacitate Local Government administrations is the 
establishment of Local Development Teams, comprising of the Planning Officer (PO) and all the 
Gewog Administrative Officers (GAO). The collaboration will benefit coordination, reflection and 
professional learning and will improve the overall support to Dzongkhag and Gewog level plan 
implementation towards development impact. Team work is a valuable way for people and 
organisations to more effectively and efficiently use their capacities. The complexity of the 
multi-stakeholder supported local development process goes well beyond what a single staff-
member can handle in isolation. Knowledge exchange, capturing leaning and providing 
professional and personal support in a team setting is therefore a must. The establishment of 
Dzongkhag Local Development teams (LDT) will therefore be crucial in developing 
organisational capacity at Dzongkhag and Gewog level for the implementation of the improved 
local development planning process. 

The LDT will create an external focus with developing locality specific development plans and 
enabling, facilitating and stimulating development processes. The team will therefore have an 
important role in monitoring progress, documenting lessons learned and adapting plans based 
on lessons and changing situations. Allocating this role to the LDT will take the team’s 
attention away from their at present more internal public administration orientated work. The 
Planning Officer has overall responsibility for the development planning process, which is an 
internal administrative process although it of course serves local development. Similarly also 
the newly appointed Gewog Administrative Office have an internal oriented function title, 
which may lead to a focus of their attention to work related to internal Gewog office 
administration. It is therefore advisable to, as part of the ‘establishment’ of the LDT, also 
rename these functions as e.g. Local/Dzongkhag Development Officer and Gewog Development 
Officer respectively, and to make their function content more local development orientated.  

Allocating more responsibilities for delivering development impact, will provide a clear direction 
that performance of civil service is to be measured in development outcomes/impact. The PO 
and GAO function will then likely also attract those people who have an affinity with local 
development and have an affinity for hands-on stimulation of social change processes in 
communities.  

8.3.2 Dzongkhag GNH Committee

The existing GNH Committee is the more formal coordination body at the Dzongkhag level and 
comprises the Dzongdag, the Sector Heads and the Planning Officer. It could be considered the 
‘Dzongkhag management team’ and is tasked with designing the Dzongkhag development 
strategies and plans and with decision-making on development plan implementation. The 
committee is also to ensure more integration of sector activities towards local development 
impact. The work and lessons learned from the LDT, can feed into the Committee’s agenda 
when decision-making is required on e.g. plan adaptation, re-prioritisation, new demands, 
policy development and impact monitoring.  

These committees are at present mostly dormant. In the light of the added responsibilities for 
Local Government it is recommended to assess how these committees could provide a useful 
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contribution to the functioning of the Dzongkhag administrations and the local development 
process. It is therefore recommended to revitalise the Dzongkhag GNH Committees and to 
assign them clear responsibilities in line with this strategy document. Their capacity needs to 
be strengthened accordingly. 

8.3.3 Dzongkhag and Gewog Profiles and Development Plans

The Local Development Teams are to be capacitated in supporting the 
development/improvement of Gewog and Dzongkhag profiles and in applying the improved 
integrated area-based planning process and tools. Each Gewog will develop its own locality 
specific development plan and the Dzongkhag its own Dzongkhag development plan. These 
plans will be the basis for the Eleventh FYP. It is recommended to give more authority Local 
Governments to prioritise development activities and to decide on how to integrate central level 
sector activities. It is also recommended to give more budget authority to Dzongkhags for 
resourcing the plan activities.   

8.3.4 Dzongkhag Gewog CD and Human Resource Management Plans and Budgets

The Dzongkhag Human Resource Officers will play a key role in strengthening organisation 
and staff capacities. The Local Government CD strategy and plan needs to be translated to CD 
plans for each Dzongkhag and Gewog, with delegated budget authority to these levels. Within 
the existing financial rules there is already a percentage-wise budget allocation at Dzongkhag 
and Gewog levels for Capacity Development. This budget is however underutilised and 
considering the large CD requirements will also most likely be insufficient in future. It is 
therefore recommended to have specific delegated CD budgets to Dzongkhag and Gewogs. This 
will empower Local Government to lead their CD process. The Dzongkhag Human Resource 
Officers will require taking the lead in developing and monitoring CD plans and in supporting 
budget allocations, for which substantial capacity needs to be developed.  

8.3.5 Gewog Development Resource Centres

Good development planning and development results monitoring needs good information. Data 
collection and storage is therefore important for good development planning, especially 
considering the need for scenario planning for Climate Change Adaptation. In addition there 
are a fast number of (sector) laws, policies, regulations and guidelines which need to be 
understood or at least be accessible. Also many different fields of expertise are needed for 
understanding and facilitating complex local development processes. Next to specialist 
knowledge products it would also be useful to have more general resources like on the 
constitution, laws and democracy. To support the application of knowledge acquired access to 
development manuals, guidelines, toolkits, handbook and e.g. PRA, PLA and gender tools in 
the resource centre would also be very useful. It is therefore recommended to establish in each 
Gewog office, under the responsibility of the GAO, a small resource centre. This resource 
centre can also be linked to the internet once access is provided at Gewog level. 

8.3.6 Lessons Learned Documentation and Horizontal Learning Exchanges

The Local Development Teams are to be capacitated to not only plan and monitor development 
activities and development policies, but also to capture and document lessons learned from 
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their development practice. Such case studies and lessons learned documents can be shared 
with other Dzongkhag LDT to enhance learning and spreading of good practice. 

8.3.7 Annual Rewards for Best Performing Dzongkhag or Best Lessons Learned

To provide an additional incentive to LDTs for stimulating Local Development and for 
documenting and sharing lessons learned and good practice, a yearly reward could be 
considered for the best performing LDT and Dzongkhag. 

8.4 People development

8.4.1 Competency Profiles Dzongkhag staff

The table overviews in Annex 4 and 5 provide an outline of roles and responsibilities and 
competences required for different staff functions and local representatives. It is recommended 
to develop more detailed competency profiles, based on adapted ToRs in line with local 
development objectives, for all positions. This will facilitate better identification of CD 
requirements and performance-based monitoring and reward systems. 

8.4.2 Tailored Training

Good training design involves three characteristics (World Bank 2008): 
• Use of appropriate and professional pedagogic design, matching participant’s levels, 

including opportunities to practice learned skills; 
• Provision of follow-up support to trainees to help them implement knowledge and skills 

acquired; and 
• Targeting of training content, anchored in diagnosis of institutional and/or 

organizational capacity gaps, formal assessment of participant training needs, and 
strategic participant selection.

Training and curriculum design needs to be based on clear learning objectives related to 
knowledge, skills and tacit competences. Expert support for training design and adequate 
monitoring and evaluation of training results would therefore be recommended. Modular 
courses with in between support to on-the-job application of learning can be very effective.  
Successes and challenges of the implementation of learning can be discussed and a systematic 
reflection process can be building to support experiential learning. This can be supported 
through follow-up support like through ‘training mentors’, who can offer practical and 
theoretical support between training modules. 

Annex 7 provides an overview of tailored training for specific Local Government organisations 
and positions. This overview includes training on identified cross-cutting issues, like GNH-
based development, environment conservation, poverty alleviation, gender, sustainability, 
Disaster Risk Management, Climate Change Adaptation, Good Governance, etc. 
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8.4.3 Leadership Development Trajectories

Leadership has been identified as a critical stimulus for change and Capacity Development. It 
is therefore recommended to design leadership trajectories for key functions in the Local 
Government. A leadership trajectory is more than a leadership training, it includes also longer 
term support to translating leadership learning into practice. This can be done through e.g. 
peer coaching in learning sets or coaching in between the leadership training modules. 
Leadership trajectories or training will be very different in objective and design depending on 
the function. It is also possible to include leadership aspects in other trainings. 

Key functions for leadership development: 
Tshogpas 
Gups 
Planning Officers 
GAOs 
Dzongdags 
Change facilitation team 
Strategic Multi stakeholder facilitation Team 

8.4.4 Communication Techniques and Skills

Communication techniques and skills are powerful tools to share ideas and perspectives and 
to bring groups together to identify and access their collective knowledge and wisdom. This 
supports learning and change within groups and is especially suitable for situations where 
there are long-term or emerging problems for which engagement will be essential for successful 
resolutions. 

8.4.5 Exposure Visits – Study Tours

In-country and international exposure visits or study tours for Local Government organisations, 
specific functions, communities and so forth, are a useful means to learn from success and 
failure in other localities. This is therefore a useful learning tool, if combined with follow-up 
support for translating lessons learned into own practice. 

8.4.6 Coaching and Mentoring

Coaching and mentoring is useful in many settings, especially in change processes and 
leadership development programmes. It allows especially young and middle-level managers 
and professionals to access focussed and structured guidance from more experienced 
colleagues. Coaching tends to be more focussed on workplace challenges and issues and is 
mostly time bound. Mentoring is more often a long-term process of supporting an individual’s 
career and personal development. Coaches and mentors are generally people from outside the 
individual’s line management structure. Within the CD strategy we will focus on the usefulness 
of coaching. On individual basis people can also request for mentoring if deemed useful. 

As part of the benefit of working in the Local Development Team, the Planning Officers
can coach and support the GAOs with their work and professional development. It is 
recommended that this is considered as part of the LDT ToR.  
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It would be useful to provide Dzongdags with coaching support as part of their leadership 
trajectory. Dzongdags have not only a crucial part to play in the Local Government change 
process in Bhutan, but are also to deal with their own changing role and responsibilities. 
In addition they could also provide a more coaching management style to Sector Heads and 
Planning Officers for the overall CD process. 
The Change facilitation team will also be exposed to complex and demanding situations 
where people will have confusion and difficulties with proposed changes. To support them 
in providing support and guidance to others they themselves should have coaching support. 
In turn they could use coaching skills to provide personal and professional support to 
whomever is in need during the CD process. 

8.4.7 Truth Telling

To change relationships between people and organisations, it is necessary to improve 
information flows in systems with more relevant and selective information.  It is also 
necessary to overcome resistance to the changes in information flows, from entrenched 
interests. One successful, albeit very personal, way to do achieve this is to promote truth 
telling. Even if the truth is illusive it is important to point out lies and to put forward the truth. 
Too much of our destructive lifestyle is based on manipulated messages, which keep illusions 
of happiness alive. The truth is often tough and difficult to accept since it does not allow us to 
escape in the comfort we have created, it shows us the suffering around us and often the part 
responsibility we have. Truth telling, with compassion and in the absence of judgement, is an 
essential contributor to shaping GNH-values. 

8.5 Access to Information and Communication Technology

8.5.1 Introduction

The Government is planning to provide all Gewog centres with internet access, and to establish 
Gewog Information Centres where all citizens can obtain access to internet. The introduction of 
Information and Communication Technology (ICT) at Gewogs deserves special attention 
because of its potential to facilitate and stimulate the CD of Local Government in the near 
future. In turn the sustainable provision of, and creating access to, ICT will also require in 
itself substantial CD initiatives. Below some issue related to ICT for Development and potential 
of ICT to enable CD are briefly discussed. 

8.5.2 ICT Management and Literacy

Access to internet is not only determined by physical access but also by general literacy (e.g. 
English) and computer literacy (skills). Clearly ICT training is needed for many local officials, 
representatives and citizens to have full benefit of internet access. In the present local context, 
this will likely require more creative approaches in terms of explaining the internet and 
teaching people to access and benefit from it. In addition capacity is needed to manage the ICT 
infrastructure and to moderate internet content. There are many illegal and undesired uses of 
the internet, which need to be dealt with right from the start. 
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Another challenge is referred to as the ‘last mile’ connectivity. Access to internet for rural 
communities will remain difficult even if ICT will reach the Gewog centres. It would therefore 
be useful to develop a clear strategy on how to reach all citizens from the Gewog centres, with 
e.g. mobile phone technology and awareness/education campaigns. Many examples exist 
where relevant rural information is accesses through local small mobile phone shops, e.g. 
related to weather, market prices, etc. It is therefore also important to understand the kind of 
information which is demanded in rural areas. More innovative approaches are e.g. also access 
to finance through mobile phones. To develop a good understanding of demands and localised 
solutions it is recommended to develop a separate strategy for promoting ICT benefits and 
tackling the ‘last mile’ in connectivity. 

8.5.3 E governance

Some selected government services will be available as part of the e-governance service delivery 
programme, via internet. The programme is aiming to generate easier access to services, like 
permits and clearances, and also to shorten the duration of service delivery. It needs to be 
assessed what kind of capacity is at present available at LG level to manage this type of service 
and what CD support would be necessary. 

This provides good opportunities for the development of resource libraries for government 
officials and elected representatives, providing access to all kind of general and sector laws, 
policies, rules & regulations. In addition a reference resource could be developed with relevant 
resources available worldwide on the internet. 

8.5.4 E learning

E-learning comprises a range of technology supported and web-based learning systems, which 
can be accessed relatively easily. All kind of short e-courses or training programmes can be 
provided to e.g. newly elected representatives or government staff on their roles and 
responsibilities, sector policies, government functioning, professional topics, etc. These courses 
can be provided by the government as tailor made courses or can be accessed from existing 
service providers. 

In addition ICT allows for support networks to be established with e.g. exchange of ideas and 
practices, success stories, challenges and other learning opportunities. Furthermore peer 
coaching groups and ‘learning sets’ can be initiated where people support each other’s 
personal development through regular on-line peer coaching sessions and other reflective 
practices. E-courses can be provided on selected topics as presented in the CD plan. 

8.5.5 Distance Learning

Distance learning is considered part of e-learning. Many universities offer a wide range of 
distance learning opportunities to people who cannot attend study programmes in person. A 
wide range of short and longer-term courses can be followed, with formal accreditation. The 
newly acquired knowledge and insights can in principle be directly applied in a professional’s 
work and study can be linked to practical cases of professional’s experience in their daily work. 
This requires, however, pre-existing levels of language skills and study-skills and also 
sufficient time availability next to or within normal work. These conditions are not always met. 
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Another drawback is that students are not part of a student group and may become isolated. 
Distance learning courses can be provided on selected topics as presented in the CD plan. 

8.6 Service Providers for Capacity Development

8.6.1 Existing Service Providers: Training Institutes

Globally the quality of service providers, often training institutes, is recognised as a potential 
limiting factor in training effectiveness. This not only because of their at times limited 
professional abilities in designing and providing tailor-made training, but especially because of 
their limited capacity in facilitating CD and change processes. Service providers are no longer 
to act as expert knowledge providers of learning through training, but need to see themselves 
as partners on a shared learning journey with broader CD approaches. Understanding capacity 
and change requires a challenging shift in mindset and competences of established training 
institutes.  

The capacity of existing service providers needs therefore to be strengthened to ensure their 
ability to provide CD services beyond good training alone. At the same time staff of existing 
training institutes in Bhutan is often limited in their availability due to their dual function as 
teachers in regular education programmes. This limits their ability to provide more continuous 
support to CD and change facilitation processes. 

8.6.2 Local Development Learning Centre

To stimulate GNH-based local development and capacity development thinking, it is also 
recommended to establish a ‘local development learning centre’. To increase the capacity for 
the ‘How’ of development and social change it is vital to allocate more importance to knowledge 
and skill areas like rural development management, community mobilization approaches, 
capacity development and social change facilitation. Within existing training institutes there is 
a relatively high focus on e.g. Public Administration Management and Planning-based 
trainings. Although important, when this is emphasised too much, it can generate an inward 
looking public sector culture, focussed on improving internal processes in isolation from the 
development context.  

Civil Society Organisations and especially NGOs as Service Providers are still in a very infantile 
state of development in Bhutan. There is therefore an urgent need to strengthen the capacity of 
existing NGOs and to stimulate the emergence of more NGOs which could work in partnership 
with Local Government in service delivery. The Local Development Learning Centre would 
potentially have an important role to play in strengthening the organisation capacity of NGOs 
and in improving their service quality.  

It is therefore recommended to assess the feasibility of establishing a (non-governmental) Local 
Development Learning Centre in Bhutan, which can cater capacity development support for 
local development processes. 
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8.6.3 Civil Society Organisations

Considering the (potentially) important role of Civil Society in Local Government service 
delivery and in facilitating local development and citizen engagement, it is recommended to 
develop a CD strategy for the CSO sector as a whole. 

8.6.4 Private Sector

Considering the already important role of the private sector in Local Government service 
delivery and the general weakness of especially the construction sector, it is recommended to 
develop a CD strategy for the private construction sector as a whole. 
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9 Capacity Development Plan

9.1 Comprehensive Overview of Capacity Development Activities

The detailed CD plan, comprising of all CD activities and training is presented in Annex 7.  
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10Monitoring and Evaluation Arrangements

CD Targets – Benchmarks 
M&E arrangements 
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1. Introduction

The 10th FYP will see the acceleration of financial decentralisation through the 
introduction of the system of Annual Grants for Local Governments (LGs)1. The 
Annual Grants (AG) System is based on the principles of financial decentralisation to 
LGs as stated in Article 22.18 of the Constitution. It is a mechanism for inter-
governmental fiscal transfers to Local Governments. 

The AG System will support bridging the gap between the characteristically ambitious 
Five Year Plan and the actual resource envelope.  It will allow for greater 
predictability of resources for LGs, which should in turn facilitate enhanced 
participation and ownership of the planning process. It should also enable better 
prioritisation, development, and implementation of better local plans and programmes 
leading to an overall improvement of local service delivery. LGs, who best know 
diverse and specific local needs and priorities would benefit through this system by 
enjoying local discretionary choice and flexibility in resource and funding allocation 
across range of sectors and activities that they are mandated to deliver. The Annual 
Grants system would thus change the role of LGs from being spending agents of the 
centre into ‘principals’ in their own right. 

2. Objective   

This Chapter will outline the framework and procedures for operationalising the 
Annual Grants System for Local Governments. 

3. Definition of Annual Grants(AG)

Annual Grants are the sum of all financial resources, allocated annually from Central 
Government to LGs, for implementing new development programmes/ projects and 
activities, and managing and maintaining existing service infrastructures and delivery 
of services. It includes both Current and Capital Grants. 

3.1 Annual Capital Grants consists of Tied Grants and Untied Grants.

3.1.1 Tied Grants are resources allocated for LGs, for undertaking programmes and 
activities that Dzongkhag Tshogdus’ and Gewog Tshogdes’ have planned and 
prioritised in their 10th FYP. It consists of 80% of the total resources allocated 
to each Dzongkhags and Gewogs. In case of any deviation of activities from 
the 10th FYP, it will have to receive the approval from the GNHC. 

3.1.2 Untied Grants are resources allocated for LGs, for implementing programmes          
            and activities over and above their 10th FYP. It could also include activities in 
the
            10th FYP.  It consists of 20% of the total resources allocated to each 
Dzongkhags
            and Gewogs. DTs and GTs must decide the programmes/activities within the  
            eligible list of expenditures as spelt out in Annexure 1 & 2.

1
For the purpose of this document, the Local Governments are defined as the Dzongkhag Tshogdu(DT) supported by the 

Dzongkhag Administration, and Gewog Tshogde(GT) supported by the Gewog Administration.
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The use of Untied Grants shall also be guided by Financial and Functional 
Assignments Framework. The Assignment of Functional and Financial 
Responsibilities Framework for Dzongkhags and Gewogs is drawn up as per 
the recommendations from the Good Governance +, 2005 and the Local 
Governments’ Act, 2007.   

The Annual Capital Grants are expected to provide predictability in the 
planning and budgeting cycle by providing upfront Indicative Planning 
Figures.  Hence, it must be stated that for any programmes/activities 
undertaken with Annual Grants funding, no supplementary budget will be 
provided over and above the Annual Capital Grants.  Any incomplete 
programmes/activities should be accommodated in the following year’s grant.  

The following types of activities are NOT eligible under the Annual Untied 
Grants:

a)  Construction/maintenance/renovation of privately owned religious and 
cultural institutions (lhakhangs, choetens, goendeys, shedras, drubdras, anim 
dratshangs, lobdras, mani-dungkhor, chokhor-mani, lukhang, sangthab etc).  

b) Programmes/Activities out of the Dzongkhag’s and Gewog’s mandated 
responsibilities in the Functional and Financial assignment framework. 

3.1.3  Earmarked Grants are resources allocated towards the achievement of 
national objectives and targets set by the Central Government. It will translate 
into central activities being implemented at local level.  In essence, it is similar 
to deposit works under the current system, whereby central agencies formulate 
the programmes while the Dzongkhags and Gewogs implement them.  Plans 
and budgets for such programs may remain with the central agencies or be 
incorporated into the budgets and plans of LGs. It includes activities such as 
research and advocacy for health, environment conservation, gender 
mainstreaming, agriculture research, targeted poverty interventions, and new 
and/or reconstruction of large structures such as Dzongs etc., activities 
required to achieve international obligations such as achieving MDGs, 
national goals such as Gross National Happiness, regional development goals, 
and central agencies project tied activities. 

3.2 Current Grants will be provided as part of Annual Grants System, as share to 
the Annual Grants for each LG, based upon formula determined by DNB, 
MoF. Current Grants are resources earmarked for appropriations for personnel 
emoluments, medical benefits, special allowances, travel, utilities, rental of 
property, supplies and materials, maintenance of property, other personal 
emoluments, hospitality entertainment, current grants, operating expenses, and 
retirement benefits.  

In addition to Annual Grants received from the Central Government, LGs also have 
access to local resources mobilised through collection of local taxes such as land, 
house, and cattle taxes. Other resources that LGs can tap are the labour contributions 
and       in-kind contribution from the communities.
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4. Allocation Formula for the Capital Grants component 

The allocation formula and the minimum access conditions will determine the size of 
the Annual Capital Grants and access to it. The formula for resource allocation of 
Capital Grants is developed to ensure objectiveness, equity and transparency in the 
allocation of resources amongst the LGs. The formula for resource allocation will be 
based on the following three factors with different weightage assigned to them.  

Size of the Population: Population will be solely based on actual residency and not 
the number of people registered in the Dzongkhags and Gewogs to ensure equitable 
access to services.  From the overall resource envelope, 70% of the total resource 
allocation will be allocated for population. The populous Dzongkhags will receive 
higher share of resources and vice-versa. 

Poverty Incidence: The Dzongkhags and Gewogs with high poverty incidence will 
receive higher allocation and vise versa. 25 % of the total resource allocation will be 
based on incidence of poverty.  This is in keeping with the poverty reduction focus of 
the 10th FYP. 

Size of the territory: Geographic size or land area of the Dzongkhags and Gewogs 
will determine 5 % of the total resource allocation.   

The resources for a Dzongkhag will be divided between Dzongkhag and the Gewogs 
in a ratio of 60:40.  In order to make the Annual Grants System more viable and 
sustainable in the future, the future strategies would look into introducing 
performance incentives to ensure efficiency, introducing user fees and service charges 
and developing co-funding mechanism to support resource mobilization. 

5. Schematic Illustration of Annual Grant Allocation Formula 

Annual Grants 
(Total of all 
Resources)

Annual
Current
Grants

Annual
Capital
Grants

Poverty share 

Geographical
size share

Population 
share 

Earmarked
Grants

Criteria
determined 
by DNB 

Tied
Grants(80%)

Untied
Grants(20%)

Determined by 
Central Agencies  
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6.  Process for accessing Annual Capital Tied Grants (80%)for Dzongkhag 
Administrations 

The Grants will be accessed through current practice of annual planning, budget 
release and accounting process.

And also as practiced currently, for monitoring and auditing purposes, normal 
documentary requirements like detailed work-plans, procurement papers, cost 
estimates and technical design prepared and endorsed by Dzongkhags, and technical 
sanctions will have to be submitted like before by the Dzongkhag Administrations for 
using the Grants. 

7. Process for accessing Annual Capital Tied Grants (80%) for Gewog   
Administrations 

The Grants will be accessed through the annual planning and budgeting process (refer 
9).

The budget releases will be made in bi-annual tranches i.e. there is no need to apply 
for budget released for each and every activity. For Gewog Administrations, normal 
documentary requirements need not be submitted to DNB but must be maintained at 
the respective Gewog Administrations for monitoring and auditing purposes.  

8. Minimum Conditions for Accessing Annual Capital Untied Grants (20%) 
for both Dzongkhag and Gewog Administrations 

Dzongkhags and Gewogs have to comply with few core minimum access conditions
(MCs) in order to be eligible to receive their Annual Capital Untied Grants (20%) as 
determined by the allocation formula. The MCs have to be fulfilled for accessing the 
funds and also for implementation of the funds. Failure to comply with these MCs 
will automatically lead to disqualification of the Dzongkhags and Gewogs from 
access to the Grants for specific fiscal year. The MCs will be reviewed yearly in order 
to provide progressive incentives especially for the Gewogs for improved 
performance/results. 

The Minimum Conditions (MCs) needed for submission to GNHC and MOF for 
access to the Annual Capital Untied Grants for both Dzongkhags and Gewogs are 
detailed as follows; 

i. Annual Dzongkhag and Gewog Plans2 and budget in accordance with the 
functional and financial assignments of the Dzongkhags and Gewogs 
endorsed by DTs and GTs.  The format for annual plan will be provided 
by Planning and Monitoring System (PlaMS) and budget format will be 
the same as currently used.  

ii. Monthly accounts as per the Financial Rules and Regulations, 2001 
(FRR) and existing guidelines of Ministry of Finance

iii. Minutes of GTs and DTs related to Annual Plans. 

2 Priority must be given in LG plans to their respective spill over projects to ensure its completion. 
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9. Planning, Budgeting and Fund Release Process  

To have a clearer understanding of the process, Local Government planning and 
budgeting calendar is elaborated as follows. 

Local Government Planning and Budgeting Calendar 

Timeline Activity/Event Responsible/ Lead 
Agencies

Dec-Jan GNHC Secretariat releases Formula Based Indicative Plan 
figure(IPF) for Annual Capital Tied and Untied Grants to 
DNB, MoF3.

DNB, MoF issues Budget Call to Dzongkhags & Gewogs 
informing them of Annual Capital and Current Grants 
figures in the Budget Call for coming financial year. 

Dzongkhag administrations notify the Gewogs and 
Dzongkhag Sector offices of the Budget call. 

Gewog administration conducts meeting with Tshogpas and 
notifies them regarding Budget Call. 

Tshogpas conduct village ‘Zomdue’ and submit prioritized 
planned activities to GT. 
Minutes of Zomdue to be submitted to GT. 

GNHC

DNB,MoF

Dzongkhag
administration 

Gewog
administration 

Tshogpas

Jan-Mar Dzongkhags & Gewogs, in line with the participatory 
planning process, execute their needs assessment, 
prioritisation, prepares proposals, prepare workplans and 
cost estimates with support from Dzongkhag administrations. 

Gewog Administration submit proposals to GT. 
GT deliberates and approves on the same and allocates 
budget as per the IPF 

GT submits the endorsed proposal to DT. Dzongkhag  
administration & sectors submit proposals to DT for 
deliberations4

GT/DT.
Dzongkhag/Gewog
Administrations 

GT/Gewog
Administration and 
staff provide 
technical advice and 
support

DT/Dzongkhag/Ge-
wog Administrations 

15th March DT deliberates and reviews the proposals from the Gewogs 
and Dzongkhags, respectively endorsing Gewog plans and 

DT & Dzongkhag 
Administration 

3 All activities in italics(red) are new elements in the planning and budgeting cycle 
4 Due to the predictability of the budget under the Annual Grants system the Dzongkhags and Gewogs can go 
ahead with preparatory work such as technical drawings, getting clearances, tender documents etc in advance so as 
to prepare and launch the plan from the day the budget is received. 
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budget, and prioritizing and approving Dzongkhag plans and 
budget.

DT forwards the approved plans and budget to Dzongkhag 
administration. Dzongkhag administration forward the 
consolidated Dzongkhag and Gewog plans and budget to 
DNB & GNHC 

Dzongkhag
Administration 
provide technical 
advice, support and 
coordination

April-May 

May-June

DNB and GNHC reviews and screens for compliance and 
delivery issues. GNHC also co-ordinates with relevant 
central agencies for adjustment of LG Annual Capital grants 
to central agencies’ budget for activities to be implemented 
by central agencies. DNB compiles all Dzongkhag and 
Gewog budgets for submission to Parliament. 

Parliament deliberates and enacts the National Budget  
Appropriation Bills 

DNB, MoF, GNHC 

Parliament 

June-July DNB, MoF incorporates the resolutions of the Parliament, 
prints the Budget Appropriation Acts for distribution to all 
Dzongkhags and Gewogs. 

DNB, MoF 

 July Dzongkhag Administration will apply for their Budgets.    

Gewog Administration will receive their first tranche of 
Annual Capital Grants for the 1st and 2nd  quarters based on 
their Annual plan and fulfilment of MCs. 

Dzongkhag/Gewog
Administrations. 
DPA, GNHC 

October Dzongkhag/Gewog Administration will submit their financial 
and physical progress reports in line with PLaMS and 
PEMS/MYRB  

Dzongkhag/Gewog
Administrations 
DPA, GNHC 

January Mid-Year Budget Review for compliance, re-appropriations, 
budget and plan delivery. 

Dzongkhag/Gewog Administration will submit their financial 
and physical progress reports in line with PLaMS and 
PEMS/MYRB  Gewog Administration will receive their 2nd

tranche for the 3rd and 4th  quarters of the Annual Capital 
Grants based on fulfilment of MCs. 

DPA, DNB, GNHC 

Dzongkhag/Gewog
Administrations. 
DPA,GNHC 

April Dzongkhag/Gewog Administration will submit their financial 
and physical progress reports in line with PLaMS and 
PEMS/MYRB.

Dzongkhag/Gewog
Adminstrations 
 DPA,GNHC 

Year round Dzongkhags and Gewogs implement approved planned 
activities. Dzongkhags will submit their requests for budget 
releases of Annual Capital Grants, as and when needed over 
the course of the year 

Monitoring and evaluation of Dzongkhag and Gewog Annual 
Plans in line with PEMS/MYRB, PLaMS/National 
Monitoring and Evaluation Manual.

Dzongkhag/Gewog
Administrations  

Dzongkhag/Gewog
Administrations 
GNHC, DPA 
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10.  Funding Flow  

The funding from the RGOB will be transferred to the Letter of Credit account of 
the Dzongkhags and the Gewogs. To facilitate monitoring and reporting, the Tied 
and Untied Grants will be given their respective Financial Item Codes (FICs). The 
actual size of the transfers to each Dzongkhag and Gewog will depend on the 
allocation formula and the Dzongkhag’s and Gewog’s compliance with the defined 
minimum access conditions as mentioned above.  

11. Release and Reporting Procedures:  

In addition to the minimum conditions (MCs) mentioned  to access the Untied Grants,
once the Annual Grant System is operational, the subsequent releases of funds for 
Dzongkhags and half yearly funds for Gewogs will only be released subject to the 
fulfilment of following reporting requirements. 

a) Reporting Requirements: Dzongkhags and Gewogs will follow the guidelines 
prescribed in the National Monitoring and Evaluation Manual of GNHC to monitor 
and evaluate the implementation of activities through Annual Grants.  Confirmation 
that both the financial and physical progress reporting have been complied in 
accordance with reporting formats defined in Planning and Monitoring System 
(PLaMS) and FRR 2001.The financial and monthly accounts reports should be 
submitted to MoF through the Budget and Accounting System (BAS), whereas the 
physical progress reports should be submitted to GNHC through PLaMS for review 
and compliance monitoring.  

The Dzongkhag Administration will play a lead role in consolidating and submitting 
the physical progress reports, the financial statements and monthly accounts in areas 
where the Gewogs are not able to submit directly to GNHC through PLaMS and to 
DPA through the Budget and Accounting System (BAS). The Dzongkhag 
Administration should also receive a copy of each physical progress report and 
financial statement from the Gewogs for monitoring purposes. 

All fund releases depend on proper accountability for the last quarter but one. This is 
represented in the table below: 

Dzongkhag Capital Grant Releases

Financial
Year(FY)

Budget Release Release Requirements 

2009-2010 Tied Grants(80 %)- in 
line with 10th FYP 

In line with existing budgeting and 
reporting procedures i.e same as 
practiced currently 

Untied Grants (20%) Minimum Conditions (MCs) to be 
fulfilled, in addition to existing 
budgeting and reporting procedures. 

2010-2011 Tied Grants(80 %)- in 
line with 10th FYP 

In line with existing budgeting and 
reporting procedures. The existing 
procedures may change as the 
procedures are streamlined. 
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Untied Grants (20%) Minimum Conditions(MCs) to be 
fulfilled with M&E quarterly reports 

Gewog Capital Grant Releases

Financial
Year (FY) 

Budget release Release Requirements 

1st tranche which includes 
1st & 2nd quarter releases 

Minimum Conditions (MCs) to be 
fulfilled 

2009-2010

2nd tranche which includes 
3rd & 4th quarter releases 

MCs to be fulfilled together with M 
& E reports of 1st qtr 

1st tranche which includes 
1st  & 2nd  quarter release 

MCs to be fulfilled together with M 
& E of 2nd & 3rd qtr 

2010-2011

2nd tranche which includes 
3rd & 4th quarter release 

MCs to be fulfilled together with M 
& E of 4th qtr of previous year and 
1st qtr of present FY.

12.  Unspent Annual Capital(Tied and Untied)Grants 

The unspent funds of Annual Capital Grants will lapse and will not be given as top up 
to the next financial year’s budget.

13.  Mid-year Review 

Every year, there shall be a mid-year budget and plan review meetings with the 
Department of National Budget, Department of Public Accounts and GNH 
Commission.  The purpose of this meeting is to review and discuss the delivery of the 
budget, progress of plan activities, need for budget re-appropriation to other activities 
or agencies and compliance issues by the agencies.  

14.       Role of Dzongkhag Administration 

The Dzongkhag administration will have an important role in supporting and 
monitoring the Gewogs’ performance within the Annual Grants System. 

The Dzongkhag Administration will be responsible for their Public 
Expenditure Management(PEM), and in coordination with Gewogs will also 
support the Gewogs in planning, budgeting, costing, estimation, and 
implementation process, and consolidating the quarterly physical reports and 
financial reports in areas where direct reporting flow from the Gewogs to the 
MoF through BAS and MYRB, and to the GNHC through PLaMS are not 
operating.
Dzongkhag Administration will be fully accountable for the use of Annual 
Grants including compliance with the reporting requirements, minimum access 
conditions and standard financial management procedures of the MoF 
including submission of monthly and quarterly financial statements and 
quarterly physical progress reports. 
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Dzongkhag Administration should efficiently use the funds in accordance with 
the objectives of the Annual Grant System and also Grant Eligibility list of 
expenditures.
Dzongkhag Administration should monitor and submit progress reports as per 
the prescribed procedures in the National Monitoring and Evaluation Manual 
of GNHC through PLaMS. 
Dzongkhag Administration will also monitor the general implementation of 
the Annual Grants and inform the GNHC and MoF about any problems, 
challenges and issues which may hamper the successful implementation of the 
Annual Grant System. 
Dzongkhag Administration will provide technical backstopping to the Gewogs   

            during formulation and implementation of the plans and programmes.

15.       Role of Gewog Administration 

The Gewog Administration in coordination with GT shall be responsible for 
their Public Expenditure Management(PEM). 
Gewog Administration will be fully accountable for the use of Annual Grants 
including compliance with the reporting requirements, minimum access 
conditions and standard financial management procedures of the MoF 
including submission of monthly and quarterly financial statements and 
quarterly physical progress reports. 
Gewog Administration should efficiently use the funds in accordance with the 
objectives of the Annual Grant System and also Grant Eligibility list of 
expenditures.
Gewog Administration should monitor and submit progress reports as per the 
prescribed procedures in the National Monitoring and Evaluation Manual of 
GNHC through PLaMS whenever possible. 
Gewog Administration should provide required information on progress 
regarding various activities concerning the operations of the Annual Grants 
System through Dzongkhag Administration. 
Specifically the Gewog Administrative Officer will be fully responsible in 
coordinating, compiling, filling and submitting the physical progress reports 
through Dzongkhag Administration. 
Specifically the Gewog Accountant will be fully responsible in coordinating, 
compiling, filling and submitting the financial reports through Dzongkhag 
Administration.  

16.   Role of Gross National Happiness Commission Secretariat (GNHCS) 

Update and maintain database with the allocation criteria and indicative outlay 
in cooperation with the MoF, and   regularly improve the allocation formula 
for future allocation of funds to the Dzongkhags and Gewogs.
Provide formula based Indicative Planning Figure (IPF) to the MoF for both 
Tied and Untied Grants on an annual basis.
GNHC will ensure that the Dzongkhags and Gewogs comply with the 
monitoring and reporting guidelines of the National M&E Manual and PLaMS. 
GNHC will follow up on the physical progress reports from the Dzongkhags 
and the Gewogs and inform MoF on the Dzongkhags’ and Gewog’s 
compliance with the minimum access conditions and reporting requirements. 
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Follow up on all reporting from the Grants System, clarify issues on the fund 
utilization, process the data, make analysis and inform the Dzongkhags and the 
Gewogs as and when required. 
Advise and facilitate especially the Gewogs in the transfer of Grants, fund 
utilization and reporting. 
Work with central level agencies on the incorporation of projects/activities 
that emerge from the LGs as central plans, into the central agencies workplans 
and make the requisite budget adjustments over and above the LGs Capital 
Grants with the DNB and DPA for the concerned central agencies.  

17.       Role of Ministry of Finance (MoF) 

Submit Budget and Appropriation Bill to the Parliament for endorsement. 
Authorise and monitor the bank accounts for the transfer of Annual Grants to 
the Dzongkhags and the Gewogs. 
Ensure that MCs are met before the release of Dzongkhag and Gewog budgets. 
Ensure half yearly transfer of funds (equal  instalments) to  Gewogs , 
according to the formula based IPF provided by GNHC, to the dedicated 
account of  Gewogs in a timely and predictable manner, i.e no later than on the 
15th of July and 15th of January of the financial year. 
Ensure activity based transfer of funds to Dzongkhags, according to the 
formula based IPF provided by GNHC, to the dedicated account of 
Dzongkhags in a timely and predictable manner, i.e releases according to the 
activities should reach Dzongkhags no later than on the 15th of the first month 
of the financial year, and accordingly release the others as per the activities 
planned for implementation. 
Inform the GNHC on any condition which hampers or threatens to interfere 
with the successful implementation of the Annual Grants system. 

18. Role of Royal Audit Authority (RAA) 

The RAA will conduct, as a minimum, an audit of the accounts of the Dzongkhags 
and Gewogs once in two years.  In addition to the financial audits, the RAA will 
also conduct performance audits to ensure that Dzongkhags and Gewogs have 
complied with the eligible expenditures listing and procedures related to this 
guideline.
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ANNEXURE 1 

Eligible Expenditures5 under the Annual Capital Untied Grants for 
Gewog Administration 

A. Infrastructure         
Gewog Administration 
1.     Construction and major maintenance of GT office, and supporting    

    infrastructures 
2.     Visitor facilities (toilets, guesthouses, kitchens, stores, bathhouses)- 

(maximum    
    10% of the total Annual Untied Grant) 

3.     Recreational areas (like parks etc) 
      Culture 

1.     Major  maintenance of state owned smaller lhakhangs/cultural    
    properties/heritage structures6 including community lhakhangs 

2.     Crematorium 
Agriculture
1. Construction and Maintenance of Farm Roads including bridges 
2. Major maintenance of Power tiller tracks 
3. Construction and major maintenance of Irrigation canals 
4. Construction and major maintenance of Market sheds 
5. Construction and major maintenance of Storage facilities 
6. Major maintenance of Agriculture Extension Centres and supporting 

infrastructure.
      Livestock 

1.       Construction and major maintenance of Livestock Extension Centres and
      supporting infrastructure and equipment 

Forestry
1.       Construction and major maintenance of Forestry Extension Centres and

      supporting infrastructure and equipment 
      Health 

1. Construction of supporting Health infrastructure and purchase of 
specialised equipment for BHU-II and ORCs 

2. Construction and major maintenance of RWSS 
3. Construction and major maintenance of ORCs and maintenance of BHUs-

II
     Education 

1. Construction of supporting educational infrastructure and purchase of 
equipment for Community Primary Schools. 

2. Construction/purchase of equipment/supporting infrastructure for 
community learning centres.

3. Major maintenance of Community & Primary schools 

5 The eligible expenditures list is derived from the roles and responsibilities of the Local Governments detailed in the Dzongkhag
Yargay Tshogdu and Gewog Yargay Tshogchung Chathrims, 2002 and from the draft report of the Organizational Development 
exercise (ODE).

6 New construction of lhakhangs only for resettled communities
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 Bridges & Tracks 
1.       Construction and major maintenance of suspension bridges 
2.       Construction and major maintenance of Cantilever bridges, bazams and     

      wooden bridges 
3.       Construction and major maintenance of mule tracks and footpaths 

 ICT 
1.       Major maintenance of community information centres 

Environment
      1.        Control and prevention of air, soil, water pollution and safe disposal of 
waste
      2.        Conservation and designation of watershed areas and water bodies/water
                 source 
Municipal (for Gewog Throms) 

1.      Throm facilities like street lighting, water supply, parking, footpaths etc.

B. Non-infrastructure 
       1.  Investment servicing cost (need for support to feasibility studies, engineering 
cost,
            planning, appraisal, advertisement, monitoring and follow-up of the proposals 
and
            activities)- (maximum  5% of total Annual Untied Grants) 

2. Non income generating activities such as co-operatives, spiritual development, 
promoting volunteerism,  social capital, community vitality, supporting age-
old unique local cultural and religious practices (maximum 5% of total Annual 
untied Grants) 

3. Chadri items (maximum 5% of total Annual Untied Grant) 
4. Income generation activities(e.g eco-tourism, self-help groups, co-operatives) 
5. Solar equipments 
6. Office equipment and furniture 
7. Establishment of Semi-commercial backyard farming including farm 

inputs/supplies, new breeds of livestock 
8. Livestock development 
9. Agricultural crop production 
10. Prevention and control of dangerous and communicable human, plant and

livestock diseases 
11. Social forestry, nursery development, community forestry, forest fire fighting 

equipments and prevention activities, NWFP development 
12. Environment conservation 
13. In-country farmer’s trainings 
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ANNEXURE 2 

Eligible Expenditures under the Annual Capital Untied Grants for 
Dzongkhag (and Dungkhags) Administration 

A. Infrastructure 
Civil Sector (Dzongkhag Administration) 
1. Construction & major maintenance of Guest Houses-(maximum10% of the 

total Annual Untied Grant) 
2. Major maintenance of offices in and outside Dzong premises including office, 

and purchase of fire & safety equipments. 
3. Construction & major maintenance of Crematorium 
4. Construction & major maintenance of Dzongdag’s and Drungpa’s residences.  
RNR (Agriculture, Livestock & Forestry Sectors) 
1. Construction and major maintenance of RNR centres and building/purchase of 

supporting infrastructure/inputs. 
      Agriculture Sector 

1. Construction and maintenance of large irrigation canals  
2. Construction and major maintenance of market sheds 
3. Construction and major maintenance of storage facilities 
Livestock Sector 
1. Construction and major maintenance of Veterinary Hospitals and 

building/purchase of supporting infrastructure/specialised equipment 
2. Construction & major  maintenance of slaughter houses 

      Forestry 
1. Construction and major maintenance of supporting forestry infrastructure and 

equipment 
Roads and bridges 
1. Identification, prioritisation and maintenance of Feeder Roads7

      Health Sector 
1. Construction of BHU I and  II
2. Supporting Health infrastructure, general laboratory diagnostic facilities  and 

purchase of specialised and other requisite equipment for BHU-I 
3. Maintenance of Dzongkhag Hospitals and BHUs-I, and maintenance of health 

equipments 
4. Telemedicine  and related IT 

      Education Sector 
1. Supporting School infrastructure and purchase of equipment/furniture 
2. Maintenance of Middle and Higher Secondary schools 
3. Procurement and supply of school stationary, text books, games and sports 

goods, cultural activities goods, and scout goods 
      Municipal Sector (for Dzongkhag Thromde and Yenla Throms) 

1. Urban facilities like street lighting, water supply, roads, parking, gates, 
footpaths, sports facility etc.  

2. Cultural and recreational centres (museums, parks etc) 
      Culture Sector 

1. Maintenance of dzongs, larger state-owned lhakhangs8, goendays, choetens, 
shedras, drubdras, anim dratshangs, lobdras, mani-dungkhor, chokhor-mani, 

7 Construction will be done by DOR but budget will come out of the Annual Capital Grants for Dzongkhags.

－ ���－



lukhang, sangthab, and other cultural properties which are of national 
significance, including supporting infrastructures such as toilets, kitchens, 
karmi sheds, dormitories etc.    

Environment
1. Control and prevention of air, noise, soil, water pollution and safe disposal of

waste.
2. Conservation and designation of watershed areas and water bodies/water

Source.

B. Non-infrastructure 
1. Investment servicing cost (need for support to feasibility studies, engineering 

cost, planning, appraisal, advertisement, monitoring and follow-up of the 
proposals and activities)- (maximum 5% of total Annual Untied Grants)

2. Non income generating activities such as co-operatives, spiritual development, 
promoting volunteerism,  social capital, community vitality, supporting age-
old unique local cultural and  religious practices (maximum 10% of the total 
Annual Untied Grants) 

3. Chadri – (maximum  5% of total Annual Untied Grant) 
4. In-country trainings- (maximum 5 % of total Annual Untied Grants)
5. Office equipment and furniture
6. Income generation activities(e.g eco-tourism, self-help groups) 
7. Establishment of semi-commercial backyard agriculture farms, farm inputs 

and supplies, plant protection chemicals, new breeds of livestock 
8. Development and implementation of marketing strategies for local agriculture 

produce.
9. Piloting of organic and other new/improved farming methods and techniques. 
10. Prevention and control of dangerous and communicable  human, plant and 

livestock diseases
11. Procurement and supply of AH medicines and vaccines
12. Farm trials of new fodder species
13. Designation and protection of biodiversity sanctuaries
14. Social forestry, nursery development, forest fire fighting equipments and 

prevention activities, community forestry, afforestration programmes, NWFP 
development

15. Environment conservation
16. Solar equipments
17. Livestock development 
18. Agricultural crop production 
19. E-governance programmes 

8 New construction of lhakhangs only for resettled communities 
   Note: Support for construction of staff quarters for all sectors in Dzongkhags and Gewogs through Public-Private 
Partnership(PPP model) 
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