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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Targeting classification: general intervention  

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  

The additional financing is to cover a cost overrun of the Dagachhu hydropower component of the Green Power 
Development Project. It will not change the original project scope. A rural electrification component of the project has 
been completed. The government’s strategy and this hydropower component’s alignment with it remain effectively the 
same as when the project was first approved in 2008. The project aims to sustain the country’s inclusive economic 
growth by promoting cross-border power trade and domestic access to electricity. The government intends to boost 
power exports, and the profits from this will continue to be the major source of revenue for poverty reduction and 
socioeconomic development.  
 
The power sector is a development priority of the Asian Development Bank (ADB) country partnership strategy for 
Bhutan. Hydropower exports to India have been the largest source of the government’s revenue and the country’s 
gross domestic product. The government’s energy royalties from hydropower generation have also been used to 
support the development and operations of rural electrification. Through a transparent regulatory framework, the 
royalties are used to make electricity prices affordable in particular to rural domestic customers.  
 

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  

1. Key poverty and social issues. The Dagachhu project site is in Dagana District, a remote area. The power plant has 
improved the local community’s access to many services, which is an indirect but important contributor to poverty 
reduction. The improvements include the following:  
(i) Transportation. To carry heavy machines and materials for the project, the conditions of roads and bridges in the 

area were drastically improved. These benefits were realized early on in project construction. Better connectivity and 
improved physical accessibility are greatly needed in Bhutan's remote communities due to the difficulties of travel in 
the country's mountainous terrain.     
(ii) Social services. The implementing agency, Dagachhu Hydro Power Corporation (DHPC), adopted its corporate 

social responsibilities. It constructed and renovated school classrooms and provided school buses for safe student 
transport. It made clinic services available to local people for free. More than 1,600 local people have received the 
medical services. 
(iii) Electrification. Electrification was provided to local communities after distribution lines were extended to the 

project site. This accelerated electrification in the project-affected areas and the district overall. For local people, this 
was one of tangible benefits of the Dagachhu hydropower plant development. Before the project, most households in 
the area had no access to electricity or only limited access to off-grid solar lighting.   
(iv) Commercial activities. A local economic boon of the project has included employment opportunities, rental 

income, increased small business activity, and sales of farm products to project staff and workers.    
 

2. Beneficiaries. There are direct and indirect beneficiaries. Direct beneficiaries are people living in the project area, 

which comprises three blocks (geogs). These people will benefit from the improved access to social services, the 
economic activities, the electricity supply, and the employment opportunities created by the project. Before the 
project, communities around the Dagachhu project area suffered from poor access to markets, and subsistence 
agriculture was the main household economic activity. Cash income from agricultural activities was very low since 
almost all of what was produced was consumed by the household. Farmers now earn much more cash income than 
before the project began. This is partly because the project brought more workers to the areas, which allowed farmers 
to get higher prices for their agricultural and dairy products. The source of nonagricultural income has also been 
diversified and increased. This change has come through direct employment created by project construction works; 
income created from small shops serving project workers; income from leasing land; income through house rentals; 
income through subcontracting, and; income from the hiring out of vehicles. Indirect beneficiaries include those who 
will benefit (i) from affordable electricity prices throughout Bhutan, subsidized in part by the plant production royalty 
payments and power export revenues; and (ii) from more reliable power supply in India as a result of the plant’s 
power exports.    
 
3. Impact channels. The direct benefits have come through the diversification of cash income sources. Incomes of the 



2 

households in the communities surrounding the project area have increased since implementation began. The influx 
of hundreds of people to work on the project caused demand for agricultural and dairy products to skyrocket. Local 
people have been able to diversify their sources of cash income through land leasing and house renting, 
subcontracting of project works, operating small shops, and direct employment created by project works.  
 
4. Other social and poverty issues. All social and poverty issues were appropriately addressed in the project plan. The 
rural electrification has improved the quality of life in local communities.  
 
5. Design features. The original project’s impact on poverty alleviation was through its rural electrification component. 
Bhutan is highly likely to achieve a goal of universal electrification within 2013. This success has been based on the 
significant contribution of this and other ADB projects and on similar support from other development partners. Rural 
electrification has substantial benefits because electricity (i) is cheaper than kerosene for lighting; (ii) frees time once 
used to collect firewood for other work and studies; and (iii) alleviates the threat to the health of women and children 
from household air pollution created by the use of kerosene and firewood, which is a serious issue in rural Bhutan. 
Rural electrification also helps diversify income-earning activities.  

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Summarize the participatory approaches and the proposed project activities that strengthen inclusiveness and 
empowerment of the poor and vulnerable in project implementation.  

Participation aimed at inclusiveness and meaningful two-way communication. It was in the form of a series of direct 
consultations with local community members and affected persons, stakeholders, and the wider community in the 
project area. The DHPC’s environment unit continues to conduct follow-up consultations twice a year with affected 
persons for monitoring purposes. 
 
2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. 
No role has been played by civil society in the project.  
 
3. Explain how the project ensures adequate participation of civil society organizations in project implementation.  
While there are very few civil societies that play roles in social safeguard activities in Bhutan, the project included 
extensive coordination between the executing and implementing agencies and the government agencies, including 
the district and block offices and the National Environmental Commission.  
 
4. What forms of civil society organization participation is envisaged during project implementation 
         Information gathering and sharing   Consultation    Collaboration    Partnership 
 
5. Will a project level participation plan be prepared to strengthen participation of civil society as interest holders for 
affected persons particularly the poor and vulnerable?  
           No.  
Instead, the project included extensive coordination between the executing and implementing agencies and the 
government agencies, including the district and block offices and the National Environmental Commission. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: No gender elements   

A. Key issues. Under the original loan project, the Dagachhu hydropower component was assessed as neutral in 

respect to gender issues. Since the cost overrun to be financed by the proposed additional financing does not change 
the project scope, the gender assessment remains the same. The rural electrification component under the original 
project benefited women, who tend to perform the bulk of the indoor household chores in Bhutan. The provision of 
electricity will not only make their chores easier but will improve their health. This is partly because they will no longer 
need to spend such a large amount of time collecting firewood and partly because most of their respiratory and eye 
ailments have been caused by the smoke emitted from firewood stoves and kerosene lamps in poorly ventilated 
houses that had no access to electricity. Since there is no gender discrimination in accessing the benefits that accrue 
from electrification, the rural electrification component was considered gender neutral. No specific gender measures 
were designed beyond adherence to core labor standards. 

B. Key actions 

       Gender action plan     Other actions or measures      No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A      B      C      FI 

1. Key impacts. Since additional financing is requested for the cost overrun without changing the project scope, it is 
not expected to entail resettlement impacts which are already covered under the initial loans. Under the initial loan, a 
resettlement plan was prepared for the Dagachhu hydropower component. There was no physical displacement but 
25 households were affected by partial land loss, and 20 of these households also needed compensation for crop 
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losses. 
 
2. Strategy to address the impacts. The resettlement plan was fully implemented and no further strategy is needed. 
All 25 affected households opted for land-for-land compensation. Of these households, 20 also received cash 
compensation at fair values for their crop losses. All affected households were satisfied with the compensation. 
 
3. Plan or other Actions. There are no new resettlement impacts relating to additional financing. No action is required. 

  Resettlement plan 
  Resettlement framework

 

  Environmental and social management 
system arrangement 

  No action  

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework
 
 

  Social impact matrix
 

B. Indigenous Peoples Safeguard Category:  A     B       C      FI 

1. Key impacts. Since the project will have no negative impact on the indigenous peoples and they do not face 
barriers to accessing the project benefits, no special provisions, mitigation measures, or indigenous peoples 
development plan will be required to protect them against such vulnerabilities.  
 
Is broad community support triggered?  

  Yes                     No 

2. Strategy to address the impacts. No indigenous people will be negatively impacted. No specific action has been 
foreseen. The project is classified as category C for impact on indigenous peoples. 

3. Plan or other actions. 
   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement
 

   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market.   M unemployment   M 
underemployment   retrenchment    core labor standards 

2. Labor market impact. The Dagachhu hydropower component had a significant positive impact on the local labor 
market. It created more than 1,500 job opportunities, including about 300 for local workers, drivers, and helpers.  

B. Affordability  

Additional financing for the Dagachhu hydropower development will have no direct effect on affordability. Therefore it 
did not require measures to address affordability.  

C. Communicable Diseases and Other Social Risks  

1. Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA):  
 L Communicable diseases      Human trafficking    
   Others (please specify) ______________ 

2. Describe the related risks of the project on people in project area. 
DHPC regularly conducts awareness campaigns on communicable diseases such as HIV/AIDS, malaria, and dengue 
fever. To mitigate the risks, the project distributed condoms, masks, and gloves during the campaigns. Two medical 
centers were established at the project site for staff, laborers, and local communities. So far, these clinics have 
provided medical services to more than 1,600 local people. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators: The original project’s DMF included an indicator  of 100% rural electrification by 2013. This 
is highly likely to be achieved. Effects of inclusive social development will be measured in the project completion 
report.  
2. Required human resources: Not applicable for the additional financing, since the project scope does not change.  
3. Information in PAM: There are (i) project performance monitoring based on DMF; (ii) compliance monitoring, based 
on RP, IEE, and EMP, and (iii) evaluation at the project completion. 
4. Monitoring tools: The monitoring tools are based on (i) project output quality, (ii) implementation arrangements, (iii) 
implementation progress, (iv) disbursements, and (v) indicators and targets stipulated in DMF and RP. 

ADB = Asian Development Bank, DMF = design and monitoring framework, DHPC = Dagachhu Hydro Power 
Corporation, EMP = environment management plan, IEE = initial environmental examination, PAM = project 
administration manual, RP = resettlement plan. 


