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Executive Summary 
 
 
 
Bhutan’s country partnership strategy (CPS), 2014–2018 aimed to support the country as it 
transitioned to middle-income status. The country program of the Asian Development Bank (ADB) over 
the CPS period sought to contribute to economic growth, expand connectivity infrastructure, and 
address the quality of life in rapidly growing urban centers. Its focus on energy, transport, and urban 
development exhibited continuity with earlier CPS programs. 
 
The validation considered the program successful on the borderline. The program was relevant to the 
country’s development needs and government priorities. It was effective in delivering outputs and key 
outcomes. Frequent delays experienced in the design, preparation, and implementation of operations 
resulted in a less than efficient program. The validation notes considerable risks to the program’s 
sustainability, which is assessed less than likely. The overall development impact of the CPS is 
nevertheless assessed satisfactory, as the program made significant contributions to Bhutan’s 
development outcomes. 
 
The report makes five recommendations in anticipation of the new CPS, 2019–2023: (i) develop a well-
articulated strategy to support the country’s economic diversification objectives; (ii) provide continued 
support in finance and public sector management, based on expressed demand, to extend the 
governance reforms already under way; (iii) intensify analytical work on the anticipated social stresses 
that a skewed economic growth will present; (iv) undertake a local government sector assessment; 
and (v) accelerate the establishment of a fully functioning resident mission in Bhutan. 
 

 
The Independent Evaluation Department (IED) of 
the Asian Development Bank (ADB) has validated 
the country partnership strategy (CPS) final 
review prepared by the South Asia Department 
for the Bhutan CPS, 2014–2018. The validation 
relied on information presented in the final 
review, critical reviews of relevant project 
documents, reports (including project 
evaluation and validation reports), analysis of 
available country data, and a mission that 
engaged with ADB headquarters staff and in-
country government officials, ADB’s resident 
mission, and stakeholders. The validation 
covered all ADB loans, grants, and technical 
assistance (TA) approved during 2014–2018. In 
addition, this validation also reviewed projects 
that were approved before 2014 but were still 
active and implemented during the validation 
period. 
 

Country Context 

Bhutan is a small country landlocked between 
India and the People’s Republic of China. It has 
achieved significant economic and social 

progress in since the early 2000s, thanks to 
sustained economic growth. Bhutan is now a 
lower middle-income economy with an 
estimated per capita income of nearly $3,000 in 
2018. The poverty rate has declined sharply, 
from 23.7% in 2007 to 8.2% in 2017. Significant 
challenges remain. The economy is heavily 
reliant on hydro power exports, and its trade is 
skewed towards one partner—India—which 
accounts for about 80% of external trade. 
The agriculture sector, which employs two-
thirds of the labor force, is dominated by 
unproductive small-scale farming. Rural–urban 
migration is placing a stress on poorly planned 
urban centers. Youth unemployment is reaching 
worrisome levels, particularly for females. 
Job creation is insufficient, limited by a small 
and sluggish private sector, hemmed in by an 
expanding public sector.  
 

Government Development Plans 

The government’s Eleventh Five-Year Plan 
(11th Plan) for 2013–2018 was adopted shortly 
after a major liquidity crisis in 2012–2013. 
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As outlined in the CPS, the plan focused on 
three major objectives: (i) self-reliance to enable 
the country to meet all its development needs by 
2020, (ii) inclusive social development to reduce 
poverty and inequality, and (iii) green 
development to ensure carbon-neutral 
development. To meet these objectives, the 11th 
Plan outlined three strategic thrusts. The first, 
inclusive social development, aimed at reducing 
inequality and poverty through programs in the 
health and education sectors. It also included 
interventions to strengthen physical and 
financial resources of local governments to 
improve delivery of social services. The second 
strategic thrust, accelerated green economic 
development, emphasized the need to diversify 
the economy beyond the hydro power industry 
and to promote private sector development, 
while ensuring environmentally sustainable 
growth. The third thrust area, strategic 
infrastructure development, included programs 
to support the development of urban, transport, 
information and communications technology, 
energy, economic, social, and cultural 
infrastructure. 
 
The government aimed to achieve an annual 
average growth rate of 10% or more over 2013–
2018. It also set the target of reducing the 
income poverty rate to less than 5% and the 
multidimensional poverty rate to less than 10% 
by 2018. The Gini coefficient was targeted to 
drop to 0.3 by 2018. 
 

ADB Objectives and Program 
 
The main objective of the CPS, 2014–2018 was 
to support Bhutan as it transitioned to middle-
income country status, with a particular 
emphasis on diversifying the economy, fostering 
job creation, and promoting greater 
inclusiveness. To this end, ADB’s country 
program over the CPS period was organized 
around three broad objectives: inclusive 
economic growth; environmental sustainability; 
and regional cooperation and integration, 
relying largely on the South Asia Subregional 
Economic Cooperation (SASEC) program. 
 
The priority sectors of the CPS, 2014–2018 were 
energy, finance, transport, and water and other 
urban infrastructure and services. Through the 
SASEC program, ADB’s sector interventions were 
to include a strong regional cooperation and 

integration focus. ADB also planned on 
providing TA in the education, agriculture, 
natural resources and rural development sectors. 
The CPS provided an indicative resource 
allocation for 2014–2016 of $287.33 million in 
the energy, transport, and water and other 
urban infrastructure and services sectors. 
 
Over 2014–2018, ADB’s country program 
comprised 46 sovereign and nonsovereign 
operations, including loans, grants, and TA 
totaling $680.57 million. Energy, transport, 
urban infrastructure, finance, and public sector 
management accounted for nearly 82% of the 
total volume of operations. Operations 
approved over 2014–2018 were backed by 
11 loans and grants, and included 13 TA 
projects, for a total of $354.55 million. 
 

Assessment 
 
Overall, the validation assessed the ADB 
program successful on the borderline. The 
program is evaluated relevant, effective, and 
satisfactory in its development impact, but less 
than efficient and less than likely sustainable. 
The CPS final review had rated the program 
relevant, efficient, effective, likely sustainable, 
and highly satisfactory in its development 
impact. 
 
The validation assesses the program relevant. 
It recognizes that it was aligned with the 
country’s development needs and government 
policies and plans, especially the 11th Plan. 
The selected sectors of focus (energy and 
transport) were supportive of the CPS objectives 
and ADB’s corporate strategy. The program 
made good use of grants, in combination with 
loans, to lower the financial burden on 
government. TA was heavily used to boost 
capacity development. ADB engaged effectively 
with other development partners to achieve 
substantial cofinancing. The implementation of 
the CPS program was, however, not entirely 
consistent with the original planning, with 
education and health projects arising from 
informal dialogue midstream. Agriculture, 
natural resources, and rural development 
operations did not reflect diagnostic work and 
CPS intentions nor did they support specific 
aspects of the CPS objectives 
(e.g., diversification). The design quality of 
specific operations was mixed, with some 
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subsequent redesign work required 
(e.g., construction of power plants, customs 
technology) or cancelation (notably the east–
west Nganglam–Dewathang Road stretch). 
 
Seen as a whole, the ADB program emphasizes 
the urban centers and the west and southern 
(border) areas of the country, which is where the 
population is growing and where economic 
opportunities are most evident. This orientation, 
however, may limit ADB’s potential contribution 
to economic diversification and redressing of 
regional imbalances. 
 
The validation assessed the program effective, 
noting that most investment projects delivered 
on their outputs and key outcomes. The support 
to the power subsector (Dagachhu plant) 
allowed Bhutan to reach its current output of 
about 1,600 megawatts. In rural areas, ADB has 
supported grid electricity connection to almost 
10,000 households, and off-grid solar electricity 
to 116 remote public institutions. The Farm 
Roads Project added 25 kilometers (km) of farm 
roads and the second Road Network Project was 
able to construct 131 km of national roads and 
55 km of feeder roads. Three domestic airports 
have been upgraded to accept more passengers 
and increase safety. Urban projects have enabled 
the construction of 37.2 km of urban roads; two 
water treatment plants; increased sewerage 
coverage and construction and upgrading of 
wastewater treatment plants; improved solid-
waste management; improved community 
awareness regarding solid-waste disposal, 
hygiene, and sanitation; and increased capacity 
of town administrations for operational 
management and reducing water losses.  
 
The substantial amount of TA was appreciated 
by government counterparts and was 
instrumental in achieving important policy 
actions associated with the policy-based 
operation that helped to stabilize the national 
economy following the Indian rupee crisis that 
preceded the current CPS. In particular, revenue 
administration, debt management, and financial 
supervision saw significant improvements. In the 
energy sector, the institutions regulating, 
generating, and transmitting electrical power 
were able to strengthen their institutional 
capacity. In some cases, TA was neither sufficient 
(e.g., in air transport and local government tax 
reform) nor well used (e.g., in customs revenue 

management and local government 
infrastructure management), reflecting 
insufficient assessment of counterpart capacity 
and commitment to some aspect of reforms. 
 
The ADB program was assessed less than 
efficient on the basis of the frequent delays 
experienced in design, preparation, and 
implementation of operations. While the 
inefficiencies did not unduly limit the 
achievement of project results, in some cases 
they added costs and lowered the economic 
internal rate of return (e.g., in the construction 
of hydro power plants). 
 
The sustainability of the ADB program is 
assessed less than likely. The government is 
committed to reform and to increase its capacity 
development. It has made some effort to ensure 
adequate attention to and funding of operation 
and maintenance. These are most evident in the 
energy sector. However, the validation sees 
considerable risks to sustainability, particularly 
for the components that relate to organizational 
and financial aspects, e.g., in road maintenance, 
urban infrastructure tariffs and maintenance, 
and some macrofinancial reforms that are 
incomplete and could allow for vulnerabilities 
(e.g., housing lending and overall debt levels). 
In the energy and agriculture sectors, the 
potential impact of climate change on water 
availability in particular is not given sufficient 
attention. The monopsony power of India also 
presents a risk for the hydro power subsector. 
 
The development impact of the country 
partnership strategy program is nevertheless 
assessed satisfactory. ADB’s program plausibly 
made a contribution to Bhutan’s development 
goals, even if those listed in the CPS fell 
somewhat short of their targets. Progress in 
poverty reduction has been impressive, falling to 
8.2%, even though it missed the target of 5.0%. 
The Gini coefficient remains high (0.38 in 2017). 
The program was generally relevant to the CPS 
objectives, though not fully supportive of 
inclusive economic growth (e.g., falling short on 
the diversification effort and social sector 
support, which came late in the CPS period). 
ADB support is likely to help accommodate 
growing tourism and to substantially increase 
power subsector revenues in the next CPS 
period, which will bring expenditure 
management challenges. Less promising are 
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efforts in the agriculture, natural resources, and 
rural development sector, where ADB 
interventions have yet to show their potential for 
regional balancing, diversification, and 
environmental management. Across its sector 
programs in infrastructure, ADB approaches to 
procurement may not help to yield profitable 
and increasingly capable local contractors. It is 
also not clear whether ADB is sufficiently 
attuned to the government’s policies in 
empowering local governments. Prospects for a 
more vital and expanded private sector are also 
dim, with very limited ADB support in this area. 
 
The performance of both ADB and the borrower 
was assessed satisfactory. ADB was able to 
establish a resident mission and grow its 
portfolio over the CPS period. It still needs to 
adequately staff the resident mission and begin 
the process of receiving more delegated 
operations. Its dialogue with government is 
recognized and effective, although counterparts 
hope for more sensitivity to Bhutan’s particular 
circumstances (e.g., rules on procurement). 
As the second-largest development partner, 
ADB’s significant role in Bhutan is recognized 
and highly valued by the government. ADB also 
coordinates adequately with development 
partners and is able to attract cofinancing. 
 
The government has been successful in many 
reforms supported by ADB, taking ownership of 
the reform efforts. Where there are 
shortcomings, the government works with ADB 
to ameliorate the situation, particularly in 
annual tripartite meetings. It should improve 
development partner coordination, but on the 
whole it is able to avoid duplication or wasted 
efforts. 
 
The country partnership strategy final review 
quality was satisfactory. The CPS final review 
provided a rich description of context and ADB 
operations. It is rightly critical of some aspects 
of the CPS (e.g., the results framework), which 
impeded proper assessment and accountability 
of the ADB program. It is also candid about 
shortcomings in implementation efficiency, but 
does not weigh these sufficiently in its 
conclusion on the efficiency of the overall 
program. 
 

Key Issues 
 
The validation identifies the following key issues. 
 
The absence of a deliberate strategy to support 
economic diversification limited the reach of 
ADB’s program. ADB supported macro-level 
interventions, particularly to improve 
macrofinancial stability and access to finance. 
It also provided some targeted support to 
promote small-scale entrepreneurship 
(e.g., cottage and small industries) but on a 
smaller scale. Constraints to economic 
diversification are multiple and require support 
across a range of sectors and through different 
levels of intervention combining macro and 
micro elements. Efforts to diversify the economy 
cannot be sustained without accompanying 
public sector management (PSM) and finance 
reforms that strengthen governance. 
The previous CPS failed to explicitly clarify how 
ADB’s interventions would complement one 
another to promote economic diversification. 
 
In face of growing social stressors 
(e.g., increasing urbanization and rising youth 
unemployment), ADB’s support to social sectors 
came in late in the CPS period, thus limiting 
gains in its inclusive economic growth agenda. 
The civil service, for example, is facing mounting 
pressure to absorb young graduates as 
opportunities in the private sector are limited. 
Hydro power revenues will increase steadily in 
years to come with the commissioning of new 
power plants. It will be important to ensure 
these revenues are managed prudently and do 
not contribute to excessive growth of public 
spending. The government is seeking to 
establish a stabilization fund to this end. Novel 
solutions may need to be sought in the longer 
term (e.g., universal basic income, social 
protection measures). 
 
ADB’s program could have better anticipated 
the growing role of local governments. 
ADB could take bolder steps in this area, 
particularly by recognizing the growing role 
local government will play. This will require new 
approaches to ADB programming and for the 
implementation of policies and programs. Yet, 
capacity of local governments remains low. 
Mapping constraints to greater engagement 
with local governments and devising promising 
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approaches in line with the country’s 
decentralization policies will be needed. 
 
Without a fully-fledged resident mission, it will 
be difficult to improve portfolio performance 
and engage in new areas. The resident mission, 
which was established in 2014, can help to 
strengthen policy dialogue and envisage new 
operations (e.g., at the local level, towards the 
eastern part of the country). ADB is the second-
largest development partner in Bhutan and as 
such has an important role to play. The presence 
of a resident mission can also help to improve 
monitoring of operations and address potential 
issues more swiftly. 
 
Lessons Learned 
 
Bhutan’s success has come from the 
government’s commitment to good 
governance, the preservation of its rich cultural 
traditions, and social cohesion. ADB programs 
have historically made valuable contributions to 
the country’s objectives. Adjustments are 
nonetheless required to combine economic 
growth with social equity. 
 
Continued reforms and new policies are 
necessary to support the transition towards 
middle-income status. Bhutan has welcomed 
reforms and capacity development efforts 
financed by ADB. These interventions have 
contributed to deepening the country’s finance 
sector. More reforms are now needed to address 
remaining vulnerabilities (e.g., housing sector 
lending, overall debt level). A 10-year capital 
market master plan has been approved by the 
government. So far it is being used as a broad 
menu to guide reforms rather than as a strict 
plan. The favorable stance of the government 
towards reforms could open the possibility of 
further ADB support in the PSM subsector. 
 
The absence of spatial analyses affects the 
regional balance of the ADB program. 
The pattern of ADB support appears to 
emphasize urban challenges, which are found 
largely in the western part of the country. There 
is no apparent spatial analysis of the ADB 
program (e.g., in the sector assessments or 
project documents). Even the recent social 
sector projects (health and education) do not 
seem to have in their documentation a sound 

analysis of their reach in terms of regions or 
poverty groups. ADB could make a contribution 
toward balancing government service delivery 
across districts to ensure that citizens have 
amenities comparable to those in more urban 
areas. 
 
Recommendations to ADB 
 
ADB should consider the following actions in 
anticipation of the new CPS, 2019–2023:  
 
1. Strategic Recommendations 
(i) Develop a well-articulated strategy to 

support the country’s economic 
diversification objectives. The CPS, 2014–
2018 emphasized long-term structural 
interventions aimed at improving the 
business environment. While support in this 
area is still needed, the upcoming CPS should 
provide a better mix of interventions, 
particularly direct support to economic 
diversification initiatives (including 
nonsovereign operations). 

(ii) Provide continued support in finance and 
PSM, based on expressed demand, to 
strengthen and extend the governance 
framework and governance reforms already 
under way. 

(iii) Intensify analytical work on the anticipated 
social stresses that a skewed economic 
growth will present. These could pertain to 
the stabilization fund, basic income, social 
protection, rural development, and other 
areas relevant to the Bhutan context. 
 

2. Operational Recommendations 
(i) Undertake a local government sector 

assessment (ideally with other development 
partners) as part of the new CPS, or soon 
thereafter. This will be essential to support 
the country’s decentralization efforts. 

(ii) Accelerate the establishment of a fully 
functioning resident mission. This can help to 
further strengthen policy dialogue, design, 
and monitoring, particularly through the 
delegation of new projects and selected TA.  

 



 

 
 

 



 

 
 

 

CHAPTER 1 

Rationale and Context 
 
 
A.  Validation Purpose and Rationale  
 
1. The Asian Development Bank (ADB) is preparing a new country partnership strategy (CPS) for 
Bhutan covering 2019–2023, aiming to align  this strategy with the Government of Bhutan’s Twelfth 
Five-Year Plan (12th Plan) 2018–2023.1 To support the formulation of the new CPS, an evaluation of the 
current CPS is necessary to assess the objectives of the strategy against actual project approvals, 
implementation, and portfolio performance.2 The ADB Bhutan program since the early 2000s has been 
informed by a country assistance program evaluation (CAPE) covering 2001–2009,3 and a validation of 
the CPS final review, 2010–2012. Similarly, the anticipated CPS, 2019–2023 will be informed by a 
validated CPS final review. The final review was received by the Independent Evaluation Department 
(IED) from the South Asia Department in late July 2018.4 The review assessed ADB’s operations successful, 
on the basis of assessing the program as relevant to Bhutan, efficient and effective in achieving results 
that are likely to be sustainable, and attaining a highly satisfactory development impact. 
 
2. The validation of the CPS final review by IED is mandated under ADB’s operations manual. 5 
A validation plan was prepared in accordance with the March 2015 guidelines6 so as to give direction 
to an independent evaluation of the performance of ADB’s program and identify the key issues for 
evaluation. The validation aims to (i) validate the final review findings and assessments of the Bhutan 
CPS, 2014–2018; (ii) identify lessons and recommendations for ADB’s future operations; and 
(iii) contribute to the formulation of the forthcoming CPS, 2019–2023 for Bhutan.  
 
3. The validation relies primarily on information presented in the CPS final review, critical reviews 
of relevant project documents, reports (including project evaluation and validation reports), and analysis 
of available country data. Additionally, the validation draws on the discussions held with the 
government, ADB headquarters and Bhutan Resident Mission (BHRM) staff, and other stakeholders 
during the IED mission conducted during 24–29 September 2018 (Manila) and 1–10 October 2018 
(Bhutan). 
 
4. When the Bhutan CPS, 2014–2018 was prepared in 2014, its structure adhered to the 2007 
corporate guidelines. 7 In late 2015, the CPS business process was reformed to favor outcomes at thematic 
and cross‐sector levels and provide a clear statement of the CPS objectives. 8 Revised CAPE and CPS final 
review validation guidelines of the same year placed greater attention on assessing CPS cross-sector 
objectives (footnote 6). The CPS final review indicates that it was prepared using these new guidelines 

                                                 
 
1 Government of Bhutan. 2016. 12th Five-Year Plan Guideline (2018–2023) report. December.  

Available: https://www.gnhc.gov.bt/en/?p=700 
2 ADB. 2014. Country Partnership Strategy: Bhutan, 2014–2018. Manila. 
3 IED. 2010. Country Assistance Program Evaluation for Bhutan. Manila: ADB. 
4 IED received the self-assessed CPS final review on 26 July 2018 via a memo signed on that date by the country director of the Bhutan Resident 

Mission (BHRM), through the director general of the South Asia Department. 
5 ADB. 2016. Country Partnership Strategy. Operations Manual. OM A2/OP. Manila. 
6 ADB. 2015. Guidelines for the Preparation of Country Assistance Program Evaluations and Country Partnership Strategy Final Review 

Validations. Manila. 
7 ADB. 2007. Country Partnership Strategy Guidelines. Manila. 
8 ADB. 2015. Reforming the Country Partnership Strategy Informal Board Seminar. Manila (2 September). 

https://www.gnhc.gov.bt/en/?p=700
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and recognizes the pillars identified in the CPS, 2014–2018, i.e., inclusive economic growth, 
environmentally sustainable growth, and regional cooperation and integration (RCI). However, the CPS 
final review mostly takes a sector approach under each evaluation criterion, with little attempt at 
assessing cross-sector objectives. IED recognizes the structure choices made in the CPS and CPS final 
review, but nonetheless will assess the CPS against its objectives (pillars) on the criteria of relevance and 
development impact, weighing these equally with sector program assessments. 
 
5. The validation covers all ADB loans (sovereign and nonsovereign), grants, and technical assistance 
(TA) approved for Bhutan during 2014–2018 (the validation period). In addition, this validation also 
reviewed projects that were approved before 2014 but were still active and implemented during the 
validation period. A list of the ongoing and completed loans, grants, nonsovereign operations (NSOs), 
and TA is provided in Appendix 1. 9 
 
6. Several limitations were faced in the validation exercise. The IED mission was carried out just prior 
to the second round of the national elections, reducing the extent of travel outside of Thimphu. 10 
Moreover, the election period excluded the possibility of including meetings with civil society 
organizations during the course of the mission. An additional limitation was the lack of readily available 
monitoring documentation for some projects that were ongoing at the time of the validation.11 
 
B.  Country Context  
 
7. Economic performance. Bhutan is a small Buddhist Himalayan kingdom, sandwiched between 
the People’s Republic of China and India. With an area of about 46,500 square kilometers (km2) and 
a population estimated at 0.8 million, the population density is low, and rural areas, where 60% of the 
population resides, 12 are losing population to rapidly growing urban centers. Bhutan's topography limits 
connectivity to global markets but has endowed the country with significant hydro power potential, 
a key driving force behind the country’s strong development performance. As noted in the CPS final 
review, the government’s approach to development, rooted in the concept of gross national happiness, 
seeks to balance spiritual and material advancement. Manifestations of this stance include an emphasis 
on self-reliance and a strongly controlled opening to trade and tourism. Nonetheless, Bhutan has attained 
rapid economic growth since the early 2000s, keeping pace with or bettering South Asian neighbors. The 
CPS period has seen slower growth, estimated to average 6.4% during 2014–2018 (Figure 1).13 
 
8. Per capita income has also increased by on average 5% annually over the CPS period and is 
estimated to reach almost $3,000 in 2018. 14 This economic success has seen Bhutan’s poverty rate fall 
from 23.2% in 2007 to 12.0% in 2012 and 8.2% in 2017, comparing favorably with the South Asia region 
average of 15.0%. Rural poverty declined less than in urban areas, from about 17% in 2012 to about 
12% in 2017,15 reflecting the persistent inefficiency of agricultural pursuits. The urban–rural divide also 
figures in the relatively high Gini coefficient of 0.4 (2013). Population migration from rural to urban 
centers has seen Bhutan’s urban population increase from 20% in 2005 to 38% in 2017.16 It is expected 
to increase to 50% by 2030.17. 

                                                 
 
9 The validation list encompasses the stated coverage of the CPS final review and also covers some operations that spilled into the current CPS 

final review that were not mentioned in the earlier review. 
10  The mission was fielded in October 2018 to fit with the time frame of CPS consultations. 
11 These ongoing projects would also not have a concluding self-assessment report (project completion report [PCR]) that normally summarizes 

progress against expected results from the perspective of the operations side of ADB. 
12 World Bank. Available: https://data.worldbank.org/indicator/SP.RUR.TOTL.ZS 
13 ADB. 2018. Asian Development Outlook. Manila. 
14 ADB. 2018. Country Partnership Strategy Final Review: Bhutan, 2014–2018. Manila. 
15 Government of Bhutan. National Statistics Bureau of Bhutan. 2017. Bhutan Poverty Analysis Report 2017. Thimphu. 
16 Government of Bhutan. National Statistics Bureau. 2018. 2017 Population & Housing Census of Bhutan. Thimphu. 
17 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Kingdom of Bhutan for Secondary 

Towns Urban Development Project. Water and Other Urban Infrastructure and Services Sector Assessment (Summary). Manila; ADB. 2014. 

https://data.worldbank.org/indicator/SP.RUR.TOTL.ZS
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Figure 1: Bhutan’s Gross Domestic Product Growth in Regional Context 
(%) 

 
BAN = Bangladesh, BHU = Bhutan, IND = India, NEP = Nepal. 
Source: World Development Indicators, 2018. 

 
9. Key challenges. Bhutan’s drive to build its hydro power exports aggravated its current account 
deficit during the CPS period, largely as a result of imports from India (its dominant trading partner). 
As underlined in the CPS final review, this trade vulnerability requires Bhutan to maintain substantial 
reserves of Indian rupees and a peg of the ngultrum to the Indian rupee that reduces flexibility in 
macroeconomic steering. Just prior to the CPS period (2012–2013), a liquidity crunch led ADB to support 
government efforts to restore macroeconomic stability. More recently, the current account has been 
straining under marked deficits that could again imperil macroeconomic stability if not corrected. 
ADB notes an improvement in its Asian Development Outlook (Figure 2) and forecasts the 2019 deficit 
at -16.9%. However, this projection depends on optimistic assumptions of power generation sales and is 
heavily dependent on the commissioning of the Mangdechhu powerplant in 2019. Adding to these 
concerns is the growth in external debt, which has reached about 100% of the gross domestic product 
(GDP) and requires 24% of exports to service.18 
 

Figure 2: Current account balance in the Bhutan country partnership strategy period 
 

 

 
 

GDP = gross domestic product. 
Source: Asian Development Bank. 2019. Asian Development Outlook 2018. Manila (April). 

 
10. The emphasis on power exports has led to some neglect of the agriculture sector, which is 
Bhutan’s principal employer (62.2% of the labor force) but contributes only 11.9% to the output of the 
economy (footnote 14). Insufficient attention to this sector also works against Bhutan’s desire to slow 
the migration of the rural population to urban areas. Rural populations are able to leave areas that are 

                                                 
 

Country Partnership Strategy, 2014–2018. Transport Sector Assessment (Summary). Manila, where ADB estimated urbanization at 60% by 
2020, but this is not reasonable. 

18 ADB. 2019. Asian Development Outlook. Manila. 
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poorer and are less well-served by government services, but encounter higher unemployment in urban 
settlements. Unemployment among young people aged 15–24 is particularly pronounced, in 2017 
reaching almost 10.0% countrywide and 22.8% in urban areas. The urban population is also 
underserviced in some respects, particularly in sanitation and housing as urban settlements struggle to 
keep up with the pace of population growth. This population is also poorly distributed in these centers, 
with urban sprawl and inadequate planning making public transportation difficult, as highlighted in the 
CPS final review.  
 
11.  Bhutan’s growth has been remarkable, but opportunities for greater growth are lost in the 
continued reliance on the public sector as the main source of economic activity. As noted in the CPS final 
review, Bhutan’s state-owned enterprises generate about 40% of government revenues and almost half 
of all jobs outside agriculture. The private sector in Bhutan consists of a small number of manufacturing 
enterprises, service companies (e.g., in tourism), and subsistence farming. 
 
12. The underdevelopment of the private sector likely accounts in part for the problem of declining 
overall labor force participation rates, falling from 69.7% in 2009 to 63.1% in 2015.19 This trend has been 
noted in particular among young people (falling from 40.4% in 2010 to 26.9% in 2014), with the impact 
falling more sharply on young women.20 The high enrollment in education accounts for some of the 
decline in the labor force, but occupational preferences—in the face of limited opportunities—also play 
a role. While the private sector struggles to grow, the public sector has seen an increase during 2009–
2017 of 41.2% in the number of civil servants, bringing it to 3.6% of the population and about 10.0% of 
the active labor force. 21 This places it considerably higher than the rate in neighboring countries. 
 
13. Alongside an improving economy, Bhutan has seen its total fertility rate steadily falling, to 
1.7 births/woman in 2017, which is below replacement level. This trend, combined with a shrinking labor 
force and rising expectations in terms of occupational preferences, will mean continued or increased 
importation of unskilled and low-skilled workers from neighboring countries, with its attendant tensions. 
 
14. Governance reforms. At the time of the IED mission, the third national elections were taking 
place. They occurred peacefully and resulted in another change in the political party forming government. 
Bhutan has made major strides in reforming its political system and administration. Democratization 
reforms were undertaken in 2007, and steps towards further decentralization of local government ensued 
soon afterwards. 
 
15. The World Bank’s Doing Business survey ranked Bhutan 75th out 190 countries in 2018, near the 
end of the current CPS period.22 This relatively good score, compared to South Asia neighbors, suggests 
that good governance in business (like paying taxes, registration, and contract enforcement) exists in 
Bhutan but does not necessarily lead to an overall vibrant private sector. Efforts to increase the role of 
the private sector will therefore need to include proactive measures, such as developing capital markets 
and using public–private partnerships (PPPs) as a stepping stone to a substantial private sector 
component of the economy. The government is moving in this direction, recently realizing a PPP in hydro 
power, but its pace is unduly cautious. 
 
16. The ADB country performance assessment for Bhutan, dated 2016, scores the government well 
on key governance indicators, aggregating all scores to 4.5 out of 6.0, exceeding the averages for both 
Group A (3.9) and ADB (3.9) countries. Bhutan does best under “public sector management and 
institutions” (at 5 out of 6) and less well on structural policies (4 out of 6). This relatively good 

                                                 
 
19 According to the International Labor Organization, ILOSTAT database, as reported in https://www.indexmundi.com/facts/bhutan/labor-force-

participation-rate. 
20 ADB. 2018. Technical Assistance Completion Report: Institutional Strengthening for Skills Development in Bhutan. Manila. 
21 Royal Civil Service Commission. 2018. Civil Service Statistics—December 2017. Thimphu. 
22  World Bank. 2012. Ease of Doing Business in Bhutan. Available: http://www.doingbusiness.org/data/exploreeconomies/bhutan 

https://www.indexmundi.com/facts/bhutan/labor-force-participation-rate
https://www.indexmundi.com/facts/bhutan/labor-force-participation-rate
http://www.doingbusiness.org/data/exploreeconomies/bhutan
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performance is also reflected in the Worldwide Governance Indicator scores (Figure 3), particularly in 
control of corruption, political stability, government effectiveness, and rule of law. Bhutan struggles more 
with regulatory quality and voice and accountability.  
 

Figure 3: Worldwide Governance Indicators for Bhutan  
(2012, 2014, 2016)  

 

Indicator Percentile Rank 
Voice and Accountability 

 
 
 

 

Political Stability and the Absence 
of Violence/Terrorism  

 
 

Government Effectiveness 
 
 
 

Regulatory Quality 
 
 
 

Rule of Law 
 
 
 

Control of Corruption 
 

Source: World Bank. Available: http://info.worldbank.org/governance/wgi/index.aspx#reports 
 
17. Governance reforms have been led by the King of Bhutan. Good governance has been made one 
of the four pillars that underpin the concept of gross national happiness, Bhutan’s underlying 
development vision.23 The trend has been to share power and responsibility, from the executive to other 
actors, while building a legal system that is updated but still Buddhist in its principles. Anticorruption, 
building real autonomy at the dzongkhag (local government) level,24 and building the capacity of citizens 
have been major thrusts of governance reforms. The Government of Bhutan is particularly proud of the 
anticorruption effort. Since its inclusion in the Corruption Perception Index in 2006, Bhutan’s ranking has 
improved from the 49th position in 2009 to 30th in 2014. The goal of achieving 20th by 202025 is within 
its grasp, even if the last 3 years (2016–2018) have seen only moderate improvements in the ranking. 26 
 

                                                 
 
23 The four pillars of gross national happiness are good governance, sustainable socioeconomic development, preservation and promotion of 

culture, and environmental conservation. 
24 The Local Government Act of 2009 established local governments in dzongkhags. Smaller units below these are gewogs. 
25 ADB and Australian Government Department of Foreign Affairs and Trade. 2014. 20th by 2020: Bhutan’s Drive for Improved Governance. 

Manila. 
26 Kuensel. 2019. Bhutan moves a rank up in corruption perceptions index. 30 January. Bhutan ranked 27th in 2015 and 2016, 26th in 2017, and 

25th in 2018. 

http://info.worldbank.org/governance/wgi/index.aspx#reports
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C. Government Development Plans in the Context of the Country Partnership 
Strategy, 2014–2018 

 
18. Bhutan’s 11th Plan. The CPS implementation was coterminous with the 11th Plan. This plan 
worked toward “self-reliance” and “inclusive green socio-economic development.” As noted in the CPS 
final review, it defined self-reliance ambitiously as being able to meet all national development needs by 
2020. Inclusive social development entailed reducing poverty and inequality by enhancing the standard 
of living and the quality of life of the most vulnerable sections of society. Green development means 
ensuring carbon-neutral development at all times. 27 A results-based planning framework articulated 
outcomes and outputs, determined through extensive stakeholder consultations. To meet these 
objectives, the 11th Plan outlined three strategic thrusts. The first thrust, inclusive social development, 
aimed at reducing inequality and poverty through programs in the health and education sectors. It also 
included interventions to strengthen physical and financial resources of local governments to improve 
delivery of social services. The second strategic thrust, accelerated green economic development, 
emphasized the need to diversify the economy beyond the hydro power industry and to promote private 
sector development (PSD), while ensuring environmentally sustainable growth. The third thrust area, 
strategic infrastructure development, included programs to support the development of urban, 
transport, information and communications technology (ICT), energy, economic, social, and cultural 
infrastructure. 
  
19.  The 11th Plan also sought to balance regional development to manage the rapid pace of 
urbanization and to spread development and opportunities equitably across the country. This entailed 
enhancing food and nutrition security, improving rural livelihoods, and promoting sustainable 
management and use of natural resources. Economic diversification was to provide additional 
employment opportunities that would help to retain people in rural areas. 28  
 
20. The report of the 11th Plan implementation concluded that “commendable progress” has been 
attained in all plans and programs, and provided a long list of accomplishments, including pro-poor 
interventions in land grants to landless people, scholarship and monthly stipends to disadvantaged 
citizens, construction or renovation of houses, supply of agricultural inputs, and capacity development 
of farmers. 29 The report acknowledged that the country had fallen short of some important targets. It 
pointed to some examples. Income poverty was reduced to 8.2% in 2016, against a target of 5.0%. The 
female–male ratio in tertiary education improved to 83% as of 2017, falling short of the targeted 90%. 
The report added that measuring the progress of the 11th Plan was frustrated by the inconsistency of 
data collected and maintained by various agencies in the government both at the local and central levels. 
It also acknowledged feedback received on the need to improve collaboration and coordination between 
agencies in the government, private sector, and civil society organizations at local and central 
government levels. 
 
21. Directions of the 12th Plan (2019–2023). As broadly sketched in the form of guidelines issued at 
the end of 2016, 30 the 12th Plan promises to largely hold the course. It supports the Sustainable 
Development Goals, prioritizing three of these: goal 1: no poverty; goal 13: climate action; and goal 15: 
life on land. The plan will place more emphasis on already recognized challenges, such as dealing with 
youth unemployment and building a vibrant democracy. The most visible manifestation of the latter 
objective is the commitment to further decentralization by almost doubling the share of resources to 

                                                 
 
27 Government of Bhutan. Gross National Happiness Commission. 2013. Twelfth Round Table Meeting - Executive Summary of the Eleventh Plan: 

Towards Self-Reliance and Inclusive Green Socio-Economic Development. Thimphu. 
28 The 11th Plan aimed to support economic diversification beyond the hydro power industry. It lists examples of sectors to develop, including 

tourism, agro-processing, construction, and cottage and small industries (CSIs). 
29 Government of Bhutan. Gross National Happiness Commission. 2018. Eleventh Five Year Plan 2013–2018: Self-Reliance and Inclusive Green 

Socio-economic Development. Final Report. Thimphu. June. 
30 Government of Bhutan. 2016. The 12th Five Year Plan Guideline. Thimphu. 
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local government from the current plan allocation. A revised functional assignment (division of 
responsibilities) framework promises to give greater decentralization of roles, functions, and authority to 
local government. This is seen by government to pose considerable challenges, but the risk is deemed 
worth taking to bring Bhutan closer to its vision of a democratic and responsible society. One of the 
implications of decentralization is that as Bhutan seeks to broaden its social sector programs in the areas 
of health, education, and agriculture, it will be trying to balance the roles of the central and local 
governments. 31 Development partners providing support in these areas will need to recalibrate their 
support to reflect decentralization policies. 
 
22. In the 12th Plan, Bhutan will continue efforts to diversify exports of value-added goods and 
services, particularly from small and medium-sized enterprises (SMEs). It will expand investments in 
tourism, organic agriculture, and cottage and small industries (CSIs), all deemed critical to the 
diversification intentions of the government. Notably, it seeks to establish an “entrepreneurship 
ecosystem” that will encourage innovation to generate green investment and jobs.32 
 
D. Country Partnership Strategy and ADB Portfolio 
 

1. ADB Country Partnership Strategy, 2014–2018 
 
23. ADB’s CPS, 2014–2018 supported inclusive economic growth by addressing key growth 
constraints, improving the investment climate, and reducing disparities in access to economic 
opportunities. The CPS was structured under three pillars: (i) inclusive economic growth, 
(ii) environmentally sustainable growth, and (iii) regional integration. Five drivers of change were 
embedded in ADB operations—PSD, governance and capacity development, gender equity and 
mainstreaming, knowledge solutions, and partnerships. The CSP aligned itself with ADB’s corporate 
Strategy 2020 in allocating about 80% of ADB's operations to five core operational areas—infrastructure, 
environment, RCI, finance sector development, and education. 33 
 
24. Inclusive economic growth. The CPS sought to generate economic opportunities by continuing 
support for the development of key infrastructure—particularly in the energy, transport, and urban 
sectors—by enhancing trade facilitation, particularly at customs posts, and by improving the 
competitiveness and efficiency of the finance sector. Access to these opportunities was to be broadened 
by providing and improving national and cross-border connectivity, particularly in poorer parts of the 
country; improving urban infrastructure in regional growth centers; promoting skills development; 
increasing agricultural productivity by improving irrigation management and agribusiness; and 
supporting the government’s social protection efforts. Furthermore, ADB intended to support 
macrofinancial stability to create a stable economic environment. 
 
25. Environmental sustainability. ADB supported Bhutan’s efforts to develop an environmentally 
friendly urban transport system. In the energy sector, the CPS focused on hydro power generation, 
renewable energy development, and energy efficiency. ADB also helped Bhutan adapt to climate change 
and variability through integrated water resources management and environmentally sustainable urban 
development.  
 
26. Regional integration. Regional integration relied heavily on the South Asia Subregional Economic 
Cooperation (SASEC) program to provide assistance for enhancing connectivity, transit facilities, and 

                                                 
 
31 Government of Bhutan. Gross National Happiness Commission. 2018. Twelfth Five Year Plan 2018–2023: Just, Harmonious and Sustainable 

Society through enhanced Decentralization. Draft Volume One – Main Document. Thimphu. 
32 Government of Bhutan. 2018. Sustainable Development and Happiness: Bhutan’s Voluntary National Review Report on the Implementation 

of the 2030 Agenda for Sustainable Development. Report prepared for the United Nations High Level Political Forum, July. 
33 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. Manila. 
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logistics and trade facilitation to promote cross-border trade. ADB support for developing Bhutan’s hydro 
power industry and transmission network sought to enhance regional energy trade and energy security. 
 

2. Planned ADB Country Program  
 
27. At the start of the CPS period in 2014, the ADB portfolio stood at 15 loans and grants, with a 
net loan amount of about $318 million, 84% drawn from the Asian Development Fund (ADF) 
(footnote 2). The portfolio was weighted toward energy, transport, ICT, water and other urban 
infrastructure and services, and the finance sector, which together received about 85% of the resources 
used during 2010–2013. This pattern was continued in the CPS, 2014–2018. Bhutan, as an ADF group A 
country, continued to rely largely on concessional loans and grants, with the total indicative ADF 
allocation for Bhutan for 2014–2017 being $179.73 million. In its results framework, the CPS provided 
indicative allocations for the 2014–2016 pipeline. Overall, it planned on allocating a total of 
$287.33 million over 2014–2016 to energy ($120.00 million, including $80.00 from ordinary capital 
resources; 42%), transport ($147.33 million; 51%), and water and other urban infrastructure and services 
($20.00 million; 7%). Finance was left with an allocation to be determined, but was expected to receive 
support through ongoing operations. For the same period, the CPS planned on allocating about 
$6 million in nonlending products, covering the sectors of focus but also extending to agriculture and 
education. These two sectors were to be supported on a selective basis to address Bhutan’s development 
challenges, including youth unemployment, low agricultural productivity, and a fragile ecosystem. 
 
28. Much of the assistance in infrastructure development was to be anchored on the SASEC program 
as part of the ongoing support to enhance cross-border connectivity and trade. 
 

3. ADB Approved Portfolio 
 
29. Over 2014–2018, ADB’s country program comprised 46 sovereign and NSOs of loans, grants, and 
TA projects totaling $680.57 million.34 Energy, transport, urban infrastructure, finance, and public sector 
management (PSM) accounted for nearly 82% of the total volume of operations. Operations approved 
during 2014–2018 consisted of 11 loans and grants and 15 TA projects totaling $354.55 million. This is 
comparable to the CPS estimate ($287.33 million), keeping in mind that the estimate was projected for 
only the first 3 years of the CPS period. The annual approved operations of about $70 million in the 
current CPS is a considerable increase from the approximately $20 million–$30 million annual allocations 
of the previous CPS. 35 
 
30. Table 1 provides a comparison of planned operations in country operations business plans 
(COBPs) versus approved operations for the CPS period. While the data needs to be treated cautiously 
since the planned operations span four COBP periods, it is clear that some planned operations have yet 
to be approved even though they were planned as early as 2016 and 2017. Some are late in their 
approval, being postponed from one COBP to another, and some approved operations are for amounts 
considerably below their planned allocation.   

                                                 
 
34 The CPS final review lists a total volume of operations of $604.24 million in the ADB country program. 
35 As referenced in the previous CPS final review validation. ADB. 2013. Bhutan: Country Partnership Strategy Final Review Validation. Manila.  
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Table 1: Sovereign Loans and Grants Planned and Approved in Bhutan Country Partnership Strategy, 
2014–2018 

 Planned Approved  

Loan/Grant Name by Sector 

Loan/ 
Grant 

($ million) 
Year 

Planned 

Loan/ 
Grant 

($ million) 
Approval 

Year Comment 
Energy 
Green Power Development Project II 120.00 2014 120.00 2014 Historical data in COBP, 

2014–2016 
Promoting Clean Energy 
Development in Bhutan (Phases II 
and III) 

8.00 2016 
  

Phase I was $5.674 million 
PATA in 2014 

SASEC Green Power Investment 
Program 

320.00 2018 
  

PPTA closed in April 2018 

Transport/ICT 

SASEC Road Connectivity Project 
(formerly Road Network Project II 
[Additional Financing]) 

50.35 2014 50.35 2014 Historical data in COBP, 
2014–2016. Loan was 
canceled January 2018 

Additional Financing for Air 
Transport Connectivity 
Enhancement Project 

4.00 2016 4.00 2016 Approved as planned 

SASEC Transport, Trade Facilitation, 
and Logistics Project 

88.98 2016 19.61 2016 22% of planned 

Thimphu Road Improvement Project 
  

4.26 2016 Planned in COBP, 2017–
2019 

Finance 
Strengthening Economic 
Management Program II 

36.20 2015 36.20 2015 Planned in COBP, 2015–
2017 

Water and other Urban Infrastructure and Services 

Improved Urban Environmental 
Infrastructure Project (formerly 
Green Urban Development and 
Integrated Management Project) 

20.00 2015 10.00 2018 Secondary Towns Urban 
Development Project in 
COBP, 2017–2019 

Urban Infrastructure Project 
(Additional Financing [Loan 2816]) 

4.26 2016 
  

Planned in COBP, 2016–
2018; not yet approved 

Agriculture, Natural Resources and Rural Development 
Amochhu River Training and Flood 
Prevention Project 

80.00 2017 53.00 2018 Changed to Amochhu Land 
Development and Township 
Project, then Phuentsholing 
Township Development 
Project (planned in COBP, 
2017–2019) 

Education 
Skills Training and Education 
Pathways Upgradation Project 
(formerly Education and Skills 
Development Project) 

15.00 2018 15.00 2018 Planned in COBP, 2017–
2019 

Health 
Health Sector Development 
Program (formerly Health System 
Strengthening Project) 

20.00 2018 20.00 2018 Planned in COBP, 2017–
2019 

COBP = country operations business plan, ICT = information and communications technology, PATA = policy and advisory 
technical assistance, PPTA = project preparatory technical assistance, SASEC = South Asia Subregional Economic 
Cooperation.  
Note: Totals not provided as data spans shifting program over COBPs 2014–2016, 2015–2017, 2016–2018, and 2017–2019. 
Source: Asian Development Bank’s Loan, TA, Grant, and Equity Approvals database. 

 
31. Table 2 shows all of the projects approved in the CPS period, disaggregated by sector and 
modality. The portfolio stands out from the typical Asian developing member country (DMC) portfolio in 
the proportion of grants and TA provided; normally the lending portfolio dominates. Figure 4 shows 
these proportions more clearly. 
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Table 2: ADB Approved Portfolio in Bhutan, 2014–2018 by Sector and Type of Assistance 

($ million) 

Modality Sovereign Loans 
Nonsovereign 

loans 
Technical 
Assistance Grants Total 

Sector 
No. of 
Loans 

Amount 
Approved 

No. of 
Loans 

Amount 
Approved 

No. of TA 
projects 

Amount 
Approved 

No. of 
Grants 

Amount 
Approved 

Amount 
Approved % 

ANR 1 28.74 1 3.00 5 4.246 1 24.26 60.246 17 

Education 0 0.00 0 0.00 2 1.675 1 15.00 16.675 5 

Energy 2 95.25 0 0.00 3 8.174 1 25.25 128.674 36 

Finance 0 0.00 0 0.00 0 0.000 0 0.00 0.000 0 

Health  0 0.00 0 0.00 1 0.500 1 20.00 20.500 6 

Industry & Trade 0 0.00 0 0.00 1 0.225 0 0.00 0.225 0 

PSM 1 20.10 0 0.00 2 2.810 1 16.10 39.010 11 

Transport 2 46.00 0 0.00 1 1.000 4 32.22 79.220 22 

WUS 1 10.00 0 0.00 0 0.000 0 0.00 10.000 3 

Total 7 200.09 1 3.00 15 18.630 0 132.83 354.550 100 

ADB = Asian Development Bank, ANR = agriculture, natural resources, and rural development; PSM = public sector 
management; TA = technical assistance; WUS = water and other urban infrastructure and services. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 

 
Figure 4: ADB Approved Projects in Bhutan, 2014–2018 by Type of Assistance 

($ million) 
 

 
ADB = Asian Development Bank, TA = technical assistance. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 

 
32. The TA approved in the CPS period ($18.63 million) greatly exceeded the planned amount 
($6.00 million). Six of the 15 TA projects served to prepare loans and grants, including for the education, 
health,36 and agriculture sectors (not sectors of focus of the CPS). The others were capacity development 
or policy advisory TA projects, which also extended beyond the sectors of focus of the CPS. 
These additions could be partly justified on the basis of their link to drivers of change (e.g., PSM, private 
sector). Six of the TA projects approved in the CPS period had closing dates that extended past the end 
of the CPS (September 2018 for the purpose of this validation). Only one of the TA projects approved 
before the CPS extends past this date. 
 
33. Seven loan and/or grant projects completed during the CPS period were self-assessed, obtaining 
ratings of successful or better. Only one of these projects was approved during the CPS period, and it 
was assessed successful. Of the 26 TA projects spilling into the CPS period or approved in the CPS period, 
11 have been self-assessed and all were found successful. Three of these were approved during the CPS 
                                                 
 
36 Historically the approvals have been only 4% for education and 2% for health to 30 November 2013. (ADB. 2014. Bhutan. Making Progress on 

the Path to Prosperity. Development Effectiveness Brief. Manila.) 

0 50 100 150 200 250

Grants

TA

Nonsovereign loans

Sovereign loans



Rationale and Context 11 
 
period. The sole nonsovereign project, Mountain Hazelnuts Ventures (MHV) Limited’s  Hazelnut Value 
Chain Development Project, approved in 2015, is still active and has therefore not been self-assessed 
yet.37 Its two supporting capacity development TA projects are also still active. Only four of the above-
mentioned self-assessed loan and/or grant operations—the first Strengthening Economic Management 
Program, SASEC Trade Facilitation Program, Green Power Development Project, and the Urban 
Infrastructure Development Project—have been evaluated by IED of ADB. 38 
 

                                                 
 
37 ADB. 2015. FAST Report: Equity Investment to the Mountain Hazelnuts Group Limited for the Hazelnut Value Chain Development Project in the 

Kingdom of Bhutan. Manila. 
38  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan and Grant to the Kingdom of 

Bhutan for Strengthening Economic Management Program. Manila; ADB. 2012. Report and Recommendation of the President to the Board of 
Directors: Proposed Policy-Based Loans and Grants to Bangladesh, Bhutan, and Nepal for the South Asia Subregional Economic Cooperation 
Trade Facilitation Program. Manila; ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Loans, Asian 
Development Fund Grant, Technical Assistance Grant, and Administration Grant to the Kingdom of Bhutan for the Green Power Development 
Project. Manila; and ADB. 2006. Proposed Loan and Technical Assistance Grant to the Kingdom of Bhutan for the Urban Infrastructure 
Development Project. Manila. 



 

 
 

 

CHAPTER 2 

Validation of the Country 
Partnership Strategy Final Review 
 
 
A. Relevance 
 
34. The validation concurs with the country partnership strategy final review’s assessment that the 
ADB program was relevant over the course of the country partnership strategy period. The final review 
applied three criteria: (i) the appropriateness of CPS objectives in meeting country needs and supporting 
the national development priorities as well as ADB corporate objectives; (ii) ADB strategic positioning, 
which emanates from the relative significance of ADB resources applied to meeting priority needs, 
alignment between CPS objectives and sector allocations, and the complementarity of ADB interventions 
with those of development partners; and (iii) the design quality of the ADB program and the extent to 
which the country and sector programs were aligned with the positioning of the CPS. This includes an 
assessment of the quality at entry of the CPS, 2014–2018; choice of modalities; partnerships forged; and 
quality of the CPS results framework. The criteria used are in line with ADB guidelines. Some key points 
made in the CPS final review are summarized here in paras. 35–39, with additional comments from the 
validation team. 

 
1. Appropriateness of Country Partnership Strategy Objectives 

 
35. The three pillars of the CPS (inclusive economic growth, environmentally sustainable growth, and 
RCI) were well aligned with the 11th Plan with its overarching objective to achieve self-reliance and 
inclusive green socioeconomic development. The plan is well regarded, affording a bottom-up 
component from participating agencies and a good planning–allocation link, and potentially a strong 
monitoring framework based on district indicators. The final review notes that the ADB program in 
support of the 11th Plan objectives included measures to increase the employment potential of the private 
sector, raise rural productivity, improve living conditions in urban areas, reduce gaps in the quality and 
delivery of basic services, and enhance prospects for environmentally sustainable development. It adds 
that projects in transport, trade facilitation, and energy contributed to progress towards greater regional 
connectivity and trade.  
 
36. The validation concurs with the view of the CPS final review that the ADB program was supportive 
overall of the 11th Plan. The ADB program implicitly prioritized long-term approaches to promoting 
inclusive economic growth, a fact the CPS could have stated more clearly. The CPS enumerates key 
constraints on PSD (e.g., limited access to finance, inadequate infrastructure, skills mismatch), all of which 
cannot be overcome quickly. This is in line with findings from a 2013 country diagnostic study, which 
recommended addressing the following constraints so as to support economic growth and diversification: 
(i) lack of access to finance, (ii) inadequate education outcomes, (iii) inadequate transport network, 
(iv) narrow fiscal space, and (v) market failures.39 The ADB program addressed these constraints through 
a set of interventions that were likely to affect growth in the long run, such as establishing a legal, 
regulatory, and institutional framework for the finance sector; upgrading infrastructure; and/or reforming 

                                                 
 
39  ADB, the Australian Agency for International Development (AusAID), and the Japan International Cooperation Agency (JICA). 2013. Country 

Diagnostics Studies: Bhutan Critical Development Constraints. Manila. 
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vocational education and training. These interventions were essential, and it made sense for a long-term 
partner such as ADB to support them. However, the program would have benefited from additional 
shorter-term interventions as a bridge to the longer-term solutions. For instance, the 11th Plan’s stress 
on diversification emphasized agricultural and livestock production, and CSI development. This could 
have been reflected more prominently in the ADB program. Rural productivity in the ADB program is 
addressed via rural electrification (which was already very high at the start of the CPS) and one private 
sector operation in agribusiness. ADB could have also envisaged providing support to the priority sector 
lending scheme to promote CSIs. 
 
37. The CPS final review points out that the program identified in the CPS, 2014–2018 was consistent 
with Strategy 2020, covering four out of five core areas: infrastructure, environment, RCI, and finance 
sector development. This is the case in coverage as well as concentration of allocations. 
 
38. The CPS fleshes out its three pillars (objectives) through a list of sectors or subsectors that it plans 
to be active in. In principle, this provides a reference for the CPS final review (and the validation) to step 
back from projects and sectors and assess whether there has been a coherent and sufficient effort to 
make contributions towards each pillar. The content of the pillars, however, appears at times to be a mix 
of interventions based on operations and pipelines already identified in the latter stages of the previous 
CPS, rather than on strategic thrusts that arise from new analytical work that addresses development 
constraints, government policy, available development partner support, ADB comparative advantage, and 
the desirable continuity of prior commitments. This leads to some inconsistencies in the pillars’ core 
content and subsequent allocations. Under inclusive growth, the CPS aims to increase agricultural 
productivity by improving irrigation management and agribusiness. Elsewhere in the CPS it commits to 
employing TA selectively in the agriculture, natural resources, and rural development sector (ANR). 
However, the CPS does not find a place in the allocations or indicators of the CPS results framework for 
ANR. This light treatment is in contrast with the substantial carried over (one grant) and new initiatives 
in ANR (one loan and grant sovereign operation, one nonsovereign investment, and five TA projects). 
With the exception of the hazelnut agribusiness operation, the potential contribution of these operations 
to enhancing rural productivity is unclear, perhaps as a result of a relatively weak ANR sector assessment. 
 
39. The CPS could also have better addressed PSM and governance, particularly as there is substantial 
investment in the previous CPS (seven operations) that spills into the current CPS.40 These operations are 
also not fully discussed in the CPS final review, beyond a selective mention under the PSD discussion in 
the development impacts criterion section. Important governance reforms relevant to ADB programs 
(anticorruption, civil service, decentralization) are also given light treatment. For instance, the 
government’s efforts to decentralize during the 11th Plan, and how ADB aimed to support those efforts 
through projects that were to be implemented by or with local government (in urban infrastructure 
primarily), could have been explained in the CPS and CPS final review. The CPS did not undertake a sector 
assessment in PSM to underpin its program. 
 

2. Strategic Positioning of the Country Partnership Strategy 
 
40. If viewed on a per capita basis, ADB’s support to Bhutan far outstrips the support provided to 
other South Asia DMCs (Table 3). As noted by the CPS final review, ADB is Bhutan’s most significant 
development partner after India (Figure 5). 41 The high per capita assistance provided may reflect several 

                                                 
 
40 A loan, a grant, and two TA projects comprising 11% of the implemented program. 
41  The Government of India’s assistance covers a broad range of sectors. It has been particularly active in the hydro power subsector and in 

infrastructure development. Other development partners include the World Bank, JICA, and the United Nations Development Programme. 
The World Bank’s assistance has focused on strengthening fiscal management and private sector development, rural development, urban 
development, and wildlife conservation. The JICA’s program has concentrated on rural infrastructure development, as well as agriculture and 
rural enterprise development. The United Nations Development Programme has supported a range of interventions related to climate change, 
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factors: Bhutan’s delicate balancing role between two large nations, its important and fragile natural 
environment blessed with both natural resources and rich biodiversity, its significant infrastructure 
investment needs relative to the size of its population, and a commitment to good governance that 
safeguards assistance and augurs well for making good use of support provided.42 What is certain is that 
ADB is well-positioned to constructively influence progress in development and governance in Bhutan. 
 

Table 3: Comparison of ADB support to South Asia Developing Member Countries 

Country 
Population 

(million) 

Latest CPS 
Allocation  
($ million) 

Relevant 
CPS Period 

CPS annual 
Allocation 
per Capita  

($) 
Pakistan 201.000 5,000 2015–2018 6.22 

Nepal 30.000 1,085 2013–2016 9.04 

Bangladesh 167.000 6,000 2016–2020 7.19 

India 1,356.000 6,852 2013–2015 1.68 

Bhutan 0.819 287 2014–2016 117.00 

CPS = country partnership strategy. 
Source: Validation team, from CPS documents. 

 
Figure 5: Composition of External Assistance to Bhutan  

(2013–2017) 

 
ADB = Asian Development Bank. 
Source: Organisation for Economic Co-operation and Development. 2017. Geographical Distribution of 
Financial Flows to Developing Countries Disbursements, Commitments, Country Indicators. Paris. 

 
41. Bhutan has in recent years sought a stronger connection to its neighbors and beyond, while 
retaining its distinct culture and safeguarding its environment. ADB’s conceptual tools and modalities fit 
well with these considerations. Operationally, ADB ensured a good fit by undertaking thorough 
diagnostics of the country’s baseline situation in several sectors, resulting in findings consistent with 
government plans. These findings underpinned the formulation of the CPS, 2014–2018.  

                                                 
 

disaster risk management, and rural development. Since Bhutan is transitioning towards middle-income country status, bilateral development 
partners have gradually been ending their assistance. 

42  ADB allocates resources to its DMCs based on each country’s performance in directing funds to where they will be used most effectively, on 
the principle that aid is most effective in accelerating economic growth and poverty reduction in countries where policy and institutional 
performance is strong. Other factors such as country needs, absorptive capacity, and special circumstances such as post-conflict situations are 
also taken into account. Bhutan equaled Viet Nam as the top-ranked DMC in the ADB country performance assessment scores for 2016 (4.5 
versus 3.5 for all non-Pacific DMCs). Available: https://data.adb.org/dataset/country-performance-assessment-cpa-data/resource/5ac1de4b-
ec1b-4db4-9d22-29128ff25cba  

INDIA
47%

ADB
26%

OTHERS
27%

% of 5-Year Average

INDIA ADB OTHERS

https://data.adb.org/dataset/country-performance-assessment-cpa-data/resource/5ac1de4b-ec1b-4db4-9d22-29128ff25cba
https://data.adb.org/dataset/country-performance-assessment-cpa-data/resource/5ac1de4b-ec1b-4db4-9d22-29128ff25cba
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42. The selected sectors and subsectors in the CPS are critical to economic expansion (energy, road 
and air connectivity, financial market development) and to orderly growth (urban development). 
ADB continued its emphasis on economic growth, a position already evident in the previous CPS. 43 
To justify this continuity, the CPS would have benefited from situating ADB’s support more clearly within 
the overall configuration of government and development partner efforts in the social sectors so as to 
show why its own limited support in social sectors was appropriate. The CPS final review argues that the 
macroeconomic support provided also ensures that social deprivation is prevented and impacts of shocks 
are mitigated, which is plausible. The validation holds that ADB could have contributed earlier on in the 
CPS period to social development—a priority in Bhutan’s plans. Near the end of the CPS period ADB added 
support in the health sector and approved an education operation following a TA project, which helped 
to develop a blueprint for the technical and vocational education and training (TVET) system. These new 
projects, which are expected to contribute to social inclusion, will be signed by the new government in 
2019. The urban development projects seek to address emerging issues linked to growing urbanization. 
Although these projects benefit all income groups, they do not specifically target the urban poor (note 
the focus on land pooling for instance). Poverty rates stand at 0.8% in urban centers compared to 11.9% 
in rural areas.44 The CPS should have provided a stronger rationale to explain the ADB program’s relative 
emphasis on urban centers (e.g., other development partners were more active in rural areas). 
 
43. The environmental sustainability pillar rests on contributions in energy, water and urban 
development, and other infrastructure. These could all include interventions that take into account 
sustainability, either in avoiding environmental harm (e.g., through renewable energy) or mitigating the 
effect of an already altered environment (e.g., urban infrastructure to reduce flooding exacerbated by 
climate change).  
 
44. In the area of RCI, the sectors containing SASEC interventions (energy, transport, industry, and 
trade) provide the potential to link and facilitate the transport or transmission across borders of people, 
goods, and services. Improvements in infrastructure related to these sectors (which can also derive from 
projects not labeled as SASEC) are recognized in government planning as crucial to the long-term 
development of Bhutan. 
 

3. Program Relevance and Design Quality 
 
45. Choice of modalities. The CPS final review notes that the relatively small size of loans and grants 
limits the choice of modalities, especially in the use of multitranche financing facilities (MFFs). ADB, of its 
own accord, aimed to restrict program loans in Bhutan early in the CPS period, even as it was processing 
the second Strengthening Economic Management Program in 2015. 45 ADB was at that time making the 
point that investment projects should be pursued more vigorously. Near the end of the CPS 
implementation period, a grant was approved in health and an MFF was also being designed in energy, 
suggesting a shift in the type of modalities used by ADB in Bhutan. 
 
46. ADB was able to use a combination of loans and grants that allowed project size to reach levels 
that were meaningful to the scale of Bhutan and the challenges at hand, while reducing the financial 
burden and risk on the country. Grants were used to this effect in all sectors that saw approved projects 
in the CPS, other than the water and other urban services sector (the Secondary Towns Urban 
Development Project was financed by ADB entirely through a $10 million loan).  
 

                                                 
 
43 IED. 2014. Validation of the Country Partnership Strategy Final Review, 2010–2012. Manila: ADB (December). 
44 National Statistics Bureau of Bhutan and World Bank. 2017. Bhutan Poverty Analysis Report. 
45  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan, Grant, and Technical 

Assistance Grant to the Kingdom of Bhutan for Strengthening Economic Management Program II. Manila. 
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47. Technical assistance was significant in comparison to the overall program. The CPS final review’s 
account of the use of TA is somewhat light. TA approved under the CPS period was $18.63 million and 
was mostly geared towards energy, PSM, and social sectors. The validation notes that TA was highly 
valued by government counterparts and generally considered relevant. 
 
48. Cofinancing and development partner coordination. Engagement with other development 
partners helped to ensure ADB’s relevance, achieving $73.2 million in cofinancing (Table 4). The CPS final 
review points to the case of the promotion of hazelnut production by smallholder farmers, where the 
ADB investment was cofinanced by an investment by the International Finance Corporation (IFC) and was 
complemented by TA grants from the Governments of Canada and Sweden. Overall, the portfolio project 
loan cofinancing of $58.82 million represents about 29% of approved lending in the CPS period. 
The cofinanced TA ($14.37 million) accounts for 77% of the total TA approved in this period. 
This indicates a strong trust of development partners in the ADB focus and capabilities. 

 
Table 4: Projects Cofinanced, 2014–2017 

Cofinancing No. of Projects 
Amount  

($ million) 
Projects: 2 58.87 
Including:   

Official loans 1 58.82 
Commercial cofinancing 1 0.05 

Technical assistance grants 9 14.37 
Total  73.24 

Source: Validation team, from project documents. 
 
49. At a portfolio level, there does not appear to be a set division of labor between development 
partners, nor is the government striving to establish one. Its approach is often to propose assistance to 
multiple development partners—but not necessarily in a coordinated fashion—to see who might be in a 
position to respond. This sometimes causes confusion among development partners and some wasted 
energy in shaping a response or in designing preparations. Even so, the lack of government-led 
coordination of development partners is not a serious problem in Bhutan in view of the small and 
diminishing set of development partners. 46 India has formal bilateral structures for its engagement, and 
development partners bring about a measure of coordination through bimonthly meetings organized by 
the United Nations Development Programme. Development partners use this platform to invite 
government officials as needed. Additionally, the small scale of the country and capital allows for 
considerable informal coordination.  
 
50. Relevance of the nonsovereign portfolio. Following the conclusion of the previous CPS, 
ADB deemed it important to increase support to the government’s diversification agenda through NSOs. 
The heavier emphasis aligned with the government’s growing awareness that greater efforts to realize 
private sector potential are needed if job creation and economic growth are to be sustained. Accordingly, 
the CPS aimed to address these concerns through a multipronged program consisting of financial 
interventions, capacity development, and direct investments. To shape the environment for PSD, 
programs and TA projects were provided to enhance macroeconomic management. 47 More directly, 
in 2015 ADB injected equity with IFC in a hazelnut venture based on smallholder farmers, seeking to 
help them diversify and boost their incomes (footnote 37). The associated TA is providing training in 
climate-resilient farming techniques and improved irrigation systems and water storage. Together, 
the interventions are expected to help lift incomes for up to 15,000 participating farmers by 2020—with 
at least half of them women. While the measures needed to balance the public and private sectors are 
many and fundamental, these ADB operations are promising in helping Bhutan make this adjustment. 

                                                 
 
46 The key players are India, ADB, World Bank, and JICA. Switzerland and Denmark have closed their offices in Bhutan. 
47 ADB. 2017. Bhutan: Strengthening Economic Management Program II (Second Tranche) — Progress Report on Tranche Release. Manila. 



Validation of the Country Partnership Strategy Final Review 17 
 
The size of the NSO portfolio is very limited, however. Efforts to enlarge the NSO portfolio are meeting 
with competition from other actors (e.g., Indian companies, IFC) and a government that is not yet keen 
to vacate economic space occupied by its state-owned enterprises. 
 
51. Assessment of actual versus planned sovereign lending. As presented in Table 1 in the previous 
chapter, there were significant variations between planned allocations and approved projects. In general, 
the planning conducted in the CPS and COBPs was optimistic, as evidenced by the postponement of 
some operations. Some of the planning appears rather abrupt, with two of the operations approved in 
2018 that were only planned in the COBP, 2017–2019 being related to sectors (education and health) 
that were not the focus of the CPS. No allocations had been planned in these sectors in the CPS, and 
even in prior CPS periods there was little ADB support for them. To a certain extent, this can be read as 
responsiveness on ADB’s side, as evidenced in the rationale provided in the COBP, 2017–2019, where the 
operations “reflect the expected high priority in the upcoming Twelfth Five Year Plan.”48 In education at 
least, ADB can point to a capacity development TA project that was planned in the CPS with the 
understanding that it could provide the basis for subsequent ADB investments. 49  By helping the 
government to develop a blueprint for TVET, it lay the foundations for the education operation. It is 
unclear whether an in-depth analysis was carried out prior to the development of the health operation, 
although ADB had not been engaged in the sector since 2002. 
 
52. Another feature of the Bhutan portfolio during the CPS period is the evolution of some planned 
operations. In one case of project evolution, the Phuentsholing Township Development Project emerged 
from project preparatory TA originally entitled Amochhu Land Development and Township Projects. 50 
Originally, this TA project started as the Amochhu River Training and Flood Prevention Project. As the 
concept evolved, it appears to have shifted from its ANR scope to a real estate development project on 
the urban periphery. At its approval, the project did not fit comfortably within the ANR sector and did 
not relate to the core development constraints in the sector. 
 
53. Design quality. The transformation in the scope of some operations during their long gestation 
suggests that the project design process has in cases been protracted.51 The changes may reflect the 
inevitable evolution that comes of a long exploratory and responsive approach to design, but it may also 
indicate some uncertainty with respect to needs, demand, and appropriate response. In part, this lack of 
strategic purposefulness reflects some shortcomings in the analytical base for project design. Sector 
assessments were conducted in the preparation of the CPS for the key infrastructure sectors. However, 
sectors of some importance in the actual ADB program during the CPS implementation (PSM, health) did 
not have the benefit of this analysis. Moreover, the quality of the conducted sector assessments was 
highly variable. The energy sector assessment was rigorous and contained a consistent proposed pipeline 
of ADB projects. At the other end of the quality spectrum, the ANR sector assessment covered much 
ground in describing challenges in agricultural productivity, food security, and water management, but 
offered little direction for ADB programming and failed to link the sector to the key development 
constraints and opportunities (e.g., diversification) facing the sector. Similarly strong coverage of the 
                                                 
 
48  ADB. 2016. Bhutan: Country Operations Business Plan, 2017–2019. Manila. 
49 Capacity development TA, Institutional Strengthening for Skills Development, was proposed for 2014–2016 to build the institutional capacity 

of the Ministry of Labour and Human Resources so that it can lead the expansion of a better-quality skills development system. 
50 ADB. 2016. Project Preparatory Technical Assistance Report to the Kingdom of Bhutan for the Amochhu Land Development and Township 

Project. Manila. 
51  The Amochhu Land Development and Township Project was initially conceived as an agriculture operation. It shifted considerably to become 

the Phuentsholing Township Development Project, a real estate development project on the urban periphery of Phuentsholing (ADB. 2018. 
Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to the Kingdom of Bhutan for the 
Phuentsholing Township Development Project. Manila). The gestation of the Secondary Towns Urban Development Project was particularly 
long (ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Kingdom of Bhutan for the 
Secondary Towns Urban Development Project. Manila). Project preparatory TA was approved in 2013 (ADB. 2013. Technical Assistance to the 
Kingdom of Bhutan for Improved Urban Environmental Infrastructure Project. Manila), with the objective of supporting the design of an 
Improved Urban Environmental Infrastructure Project to be approved in 2015. The TA received additional financing and was prolonged to 
2017. It gave rise to the Secondary Towns Urban Development Project. 
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finance sector challenges was provided, and there was a description of the substantial support spilling 
over from the previous CPS. However, this was again noncommittal on where ADB could find its place in 
the current CPS, taking the position that it was best to allow the existing operations to play out. 
This stance has led, near the end of the CPS period, to a perception gap between government officials 
and ADB (and within ADB) on the extent of the need and demand for further ADB support in the finance 
sector, with government being much more sanguine about further ADB support, including in areas not 
covered in the spill-over projects from the previous CPS. 
 
54. Design quality at the project level also shows some weaknesses. Perhaps the most evident 
example is the design of the SASEC Road Connectivity Project. The project was put on hold by the 
government only months after its approval because of the security situation in the southeast of the 
country where the main road work was to be done.52 The design of the project was also weak in its 
promotion of environmentally friendly transport (grant-funded component). This was meant to develop 
a sustainable pilot scheme for the implementation of electric vehicles but merited its own project track 
to do it justice analytically and institutionally.53 The component stalled soon after project approval.  
 
55. Another SASEC project (SASEC Transport, Trade Facilitation and Logistics Project, approved in 
August 2016) was designed to procure goods checking technology that was not appropriate (truck gantry 
X-ray scanner), and this required a project change of scope to redirect the funds to better use (a customs 
management system). 54 This suggests that the design process did not allow for a sufficiently deep analysis 
of technology needs and solutions, despite the use of  project preparatory TA. 
 
56. The design of TA that saw implementation during the CPS was, in general, appropriate if assessed 
on the basis of its broad acceptance among government units and the continued demand for it. In some 
instances, specific TA designs could have been improved, but they were overall relevant.55 
 
57. Relevance of sector targets in the country partnership strategy results framework. ADB’s 
contribution to sector outcomes placed in the CPS results framework are in cases appropriately set in 
terms of outcome indicators. For instance, the heavy investment in hydro power and other renewable 
energy is rightly expected to increase domestic access to power and exports. Turning to water and other 
urban infrastructure, sector indicators focus on metered drinking water connections and connections to 
improved sewage systems. These are in line with ADB interventions in the sector. 
 
58. In contrast, in transport, a mismatch is evident for most indicators. The extent to which national 
air traffic increase (coming through Paro largely) will be affected by the physical improvements made in 
the regional airports is unclear. The indicator should have been limited to domestic traffic (which is 
included). Road connectivity in rural areas was already being achieved in some fashion (as the CPS final 
review points out). However, an indicator for paved connection would have been more relevant as only 
a few such roads existed at the start of the CPS. Moreover, the ADB interventions are largely on stretches 
of the national highways, with only two feeder roads added. The public transport ridership indicator also 
seems to not be adequately supported by interventions to merit its place in the CPS results framework. 
 

                                                 
 
52 ADB. 2014. Proposed Loan and Grant to the Kingdom of Bhutan for the South Asia Subregional Economic Cooperation Road Connectivity Project. 

Manila. This does not reflect any conflict-related risk in its appendixes on sector assessment or risk assessment and mitigation. 
53 The COBP, 2014–2016 plans for a TA project for the Sustainable Urban Transport Strategy (firm for 2014), but this was not realized, and the 

subsequent COBP, 2015–2017 does not mention it as being under consideration or having been dropped. 
54 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to the Kingdom of Bhutan for the 

South Asia Subregional for the Economic Cooperation Transport, Trade Facilitation, and Logistics Project. Manila. 
55  For instance, the project completion report (PCR) faults the TA Capital Market Development for setting target outcome indicators that are 

high-level market statistics with little connection to the TA, raising the indicator “number of listed securities” as an example. 
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59. In finance, the merit of the credit growth indicator is of dubious value, for reasons also 
mentioned by the CPS final review (i.e., it follows business cycle and can indicate a healthy or worrisome 
trend, depending on what it is actually reflecting). 
 
60. Overall, the ADB program was relevant to the development challenges faced by Bhutan. The CPS 
could have outlined more clearly the rationale behind the prioritization of certain sectors and articulated 
a more coherent results framework. Despite these shortcomings, the ADB program was supportive of the 
three pillars set in the CPS, i.e., inclusive economic growth, environmentally sustainable growth, and RCI. 
Interventions were in part skewed towards structural challenges (e.g., macrofinancial stability) and 
sought to set the conditions for long-term economic growth. The program could have included more 
direct and short-term interventions to support greater inclusiveness and economic diversification. 
 
B. Effectiveness 
 
61. The validation assesses the ADB program effective, which is also the assessment of the country 
partnership strategy final review. As in the case of the final review, the validation assessment 
encompasses sector outcomes and the main outputs and outcomes of key projects that have been 
completed or have sufficient implementation to allow some results achievement. Additionally, 
performance against RCI and NSOs are examined within their sector contexts.  
 
62. Most physical outputs of the projects that saw considerable implementation in the CPS period 
were achieved, particularly in urban infrastructure and energy. Some underperformance is noted in 
transport outputs. Policy actions for the second Strengthening Economic Management Program 
(classified as PSM and finance) were largely met, but deeper and longer-term efforts to increase capacity 
show mixed results. The achievement of sector outcomes was also not entirely met, in part because of 
poor selection of indicators. 
 

1. Overview of Progress Toward Sector Outcomes 

63. At first glance, the CPS final review’s treatment of ADB’s contribution to sector outcomes as 
placed in the CPS results framework appears to be systematic. It comprises two appendixes, one 
addressing country development goals 56 and sector outcomes, and the other descending to sector output 
(of ADB interventions). However, the accomplishments are inconsistently reported, with the summary 
table in Appendix 2 sometimes providing data and at other times simply making a statement that the 
outcomes and/or outputs have been accomplished, almost accomplished, or not accomplished. 
The finance sector is not summarized at all, however details are provided in the main text. 
 
64. The CPS final review concludes that the sector indicators are not realistic or consistent with the 
respective sector interventions or are not appropriate for measuring the results in the sector. 
This shortcoming has been noted also by the validation in the relevance discussion (paras. 57–59). 
 
65. Of the 11 sector outcome indicators in the four sectors of focus, only three were achieved or 
exceeded. Three others were largely achieved or likely to be achieved, leaving five that were not achieved 
or not likely to be achieved. It should be noted that two claims—pertaining to indicators that were likely 
to be achieved—are of dubious validity. In transport, road connectivity is not a meaningful threshold as 
this was largely attained prior to the CPS. Under the water and other urban infrastructure and services 
sector, the waste system connections to households indicator relies on progress in Thimphu (to 70%) 
that logically requires an accompanying assumption that the population outside of Thimphu went from 
less than 15% connectivity to about 48% connectivity—a very unlikely achievement. On the whole, the 

                                                 
 
56 These are treated under Development Impact in this validation report. 
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progress seen against the sector outcomes appears unsatisfactory, and is compounded by poor selection 
of indicators in some cases. 
 
66. Only one operation was approved and closed within the CPS period: the second Strengthening 
Economic Management Program, which closed in December 2016 and was self-assessed. Of the larger 
set of relevant self-assessed loan and/or grant projects approved in the previous CPS, four were validated 
(the Strengthening Economic Management Program, which closed in 2014; the SASEC Trade Facilitation 
Program, which closed in 2015; the Green Power Development Project, which closed in 2015; and the 
Urban Infrastructure Development Project, which closed in 2016 [footnote 38]). Self-assessments and/or 
IED assessments have generated ratings of successful or better. All 10 relevant TA projects were also 
self-assessed successful. Within the overall assessments described above, nine projects were assessed 
effective and one less than effective (SASEC Trade Facilitation Program). The limited number of validated 
projects limits the confidence of a program-wide assessment. 57 The validation sought to triangulate to 
assess effectiveness by using monitoring reports and direct discussion with operations officers and 
government officials involved in the projects. 
 

2. Sector View of Project and Program Effectiveness 

67. The CPS final review provides a project- or program-level perspective of effectiveness but focuses 
strictly on three projects: the Strengthening Economic Management Project, the Urban Infrastructure 
Development Project, and the Green Power Development Project. This choice of projects is not clearly 
linked to the CPS objectives and also does not fully reflect the sectors of focus in the CPS. The validation 
seeks to provide a wider perspective, including other sectors that received significant support. 
 
68. Agriculture, natural resources, and rural development. In the CPS, ADB committed to supporting 
the agriculture sector on a selective basis to address low agricultural productivity and a fragile ecosystem. 
It did not plan new interventions in the CPS itself but carried forward the Farm Roads Project and towards 
the end of the CPS implementation it approved the Phuentsholing Township Development Project in June 
2018.58 
 
69. The Farm Roads Project was small but was a significant response to the 10th Five Year Plan 
intention to link isolated communities through 600 kilometers (km) of additional farm roads linked to 
feeder roads that in turn connected to national highways and lar  ger settlements. 59 It achieved 25 km 
of its 40 km output (the target was revised at midterm review). User groups for maintenance have been 
established for the three gewogs involved, but there is no information available on whether these are 
still functioning. The women-focused marketing groups were not formed because of some local 
resistance and the limited time afforded at the very end to implement this component. Findings from the 
end-line survey conducted shortly after project completion showed that travel times to key services, such 
as hospitals, had significantly dropped. 60 It also showed an increase in households’ production and 
marketing of high-value crops such as ginger and oranges. 
 
70. The project with the most potential in terms of reaching poor farmers and isolated communities 
is the sole NSO in Bhutan. It was initiated in 2015 through an ADB $3 million equity injection in MHV 

                                                 
 
57 IED does not validate TA self-assessments but is exploring how TA could be added to its validation mandate. The heavy use of TA (number and 

value) in Bhutan and low level of validation of loan and/or grant projects suggests that validation of key TA projects would be appropriate in 
the Bhutan context. 

58 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to the Kingdom of Bhutan for the 
Phuentsholing Township Development Project. Manila. Formerly the Amochhu Land Development and Township Projects and before that the 
Amochhu River Training and Flood Prevention Project. 

59 Gross National Happiness Commission. 2009. Bhutan: Tenth Five Year Plan, 2008–2013. Thimphu. 
60  According to the survey, the number of households using vehicles to reach hospitals increased from 1% at the start of the project to 9% at 

completion. ADB. 2015. Implementation Completion Memorandum. Bhutan: Farm Roads to Support Poor Farmers’ Livelihoods. Manila (GR 
9146). 
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Limited to support the Mountain Hazelnut Value Chain Development Project (footnote 37). The equity 
investment was accompanied by a regional TA project designed to support inclusive business61 and a TA 
project focused on the specific needs of the farmers in tending to the hazelnut trees. 62  
The implementation has faced some setbacks in tree survival and harvests, leading to a greater focus on 
natural pollinizer trees in the future. The key challenge facing the venture is riding out the cash flow 
pressure that comes from the long maturation period of plantings; these will not yield a plentiful harvest 
until 2020. The venture will need either additional equity infusion or suitable debt to carry it through. 
Working for the venture’s success are good relationships with farmers who have so far not had to place 
their own capital at risk—free saplings have been provided to them and they are planting them on fallow 
land.  
 
71. Assistance tailored to isolated communities also comes from the TA provided to spur CSI in 
Bhutan’s rural communities.63 At this stage a list of small ventures has been screened as worthy of further 
investigation and support. This TA project benefits from the visibility of its anchorage to the Queen’s 
Project Office, but otherwise is not sufficiently embedded in ministries and local governments to become 
an institutionalized approach that offers continuous support for rural entrepreneurship.  
 
72. A more typical ANR intervention has been the TA supporting the government in making the 2011 
Water Act and related Water Regulation (2014) operational so as to strengthen resilience to climate 
change, specifically through integrated water resource management. The TA operated in the first 2 years 
of the CPS and sought to facilitate the sustainable development of Bhutan’s hydro power resources, 
address water scarcity for drinking and agriculture, and manage the risk of water-induced disasters. 
Its most important support related to the National Irrigation Master Plan and the subsequent 
identification of priority investments covering irrigation, land development and agriculture 
mechanization, integrated crop and water management, institutional strengthening, and capacity 
development. However, ADB has been slow to translate these opportunities into project support. 64 
Important national targets in the agriculture and rural sectors, such as the National Irrigation Master Plan 
target of 75% sufficiency in rice by 2032 (from 50%), are unlikely to be met without more intensive 
support. 
 
73. The recently approved project in Phuentsholing seems very different from the typical ANR projects 
supported by ADB (footnote 58). It appears to be focused on the growing urban periphery. It counts on 
urban citizens to pool land and on residential and commercial investors to participate in purchasing the 
real estate to be developed from reclaimed riverbed land. While its land-pooling methodology is well 
tested and financial viability is likely, its effect on the rural landscape and population will not be 
significant. 
 
74. The selection of interventions in this sector reflects the unique conditions and institutional 
peculiarities of Bhutan. The interventions appear to be planned in an ad hoc way. The results obtained 
or foreseen may not make an appreciable contribution to the government’s goals of increased 
agricultural productivity and protection of the fragile ecosystem. The intent to achieve significant 
diversification through the ANR sector is not given much support, perhaps in part because the CPS (and 
its sector assessment) does not refer to the government’s Rural Economy Advancement Program and the 
Rapid Investment in Selected Enterprises Program, together forming the cornerstone of the government's 
diversification strategy in the 11th Plan, which aims to develop agro-processing and other subsectors, 
CSIs, and tourism links. Only the MHV Limited hazelnut agribusiness project is likely to make a direct 
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contribution to promoting skills development and increasing agricultural productivity, if it is able to 
refinance. The CSIs effort is too institutionally limited to yield meaningful results. Only one significant 
sovereign project that is focused on agriculture is in the pipeline—the water management project that 
was planned for the CPS but has been pushed to the next CPS.  
 
75. Energy. The CPS crafted four parallel and complementary approaches in this sector: (i) framework 
reforms to improve the commercial orientation and financial performance of power subsector entities, 
(ii) expansion of electricity transmission and distribution network, (iii) hydro power development 
through PPPs and/or by independent power producers, and (iv) renewable energy development. 
 
76. Two projects spilled over from the previous CPS. One of these, the Green Power Development 
Project (approved in 2008 and completed in 2015), promoted regional clean power trade and renewable 
energy access for the poor. The IED validation report notes that the increased use of electricity in rural 
areas contributed to displacing the use of firewood and kerosene in households, thus lowering indoor 
pollution. The validation also points to improved economic opportunities for rural households. 65  
Three loans helped to build the Dagachhu hydro power development, a 126-megawatt (MW) run-of-
river hydroelectric power plant, which is now exporting power to India, although the project completion 
report (PCR) does not provide data on revenues and operational performance against expectations. 
Support from an attached TA project helped to modernize Druk Green Power Corporation (DGPC) 
business systems and was self-assessed highly successful. 66  The project’s (grant-funded) rural 
electrification component has improved access to electricity in rural areas, providing a grid electricity 
connection to almost 10,000 households and off-grid solar electricity to 116 remote public institutions. 
The grant-funded Rural Renewable Energy Development Project (approved in 2010 and closed in 2017) 
has largely met its outputs on grid electrification, solar installation, wind power, biogas plants, and 
related training. The IED mission noted in its field visit that one of the two wind power turbines was 
operating. The target on women’s participation (30%) has been met. 
 
77. The second Green Power Development Project, a run-of-river 118 MW hydro power plant in 
central Bhutan, was approved in 2014. It is a partnership with private companies that will also sell its 
power to India. Attached capacity development TA aims to strengthen the power subsector’s key 
frameworks and systems to enhance Bhutan’s hydro power development and trading, implicating several 
national agencies. 67 The project preparatory TA that was used to design the project also served to 
enhance the institutional capacity of the DGPC in financial, social, and environmental terms. 68 The civil 
works and capacity development TA implementation are ongoing. 
 
78. Additional power plant investments are under consideration. The project preparatory TA for the 
SASEC Green Power Investment Program (to conclude in 2019) is designing an MFF to support 
development of the Nyera Amari run-of-river hydro power plant and a transmission system in the eastern 
region of Bhutan. 69 
 
79. Power generation and exports have increased over the CPS period with the Dagachhu plant 
coming on stream. It is clear that ADB-financed operations were not able to bring the sector to 3,000 
MW capacity by 2018; delays in ADB operations and other sector challenges have kept capacity at about 
1,600 MW. The added power generation was nonetheless a boost to national revenues. The Nikachhu 
power plant will not soon add to these as it is still under construction. The DGPC conveyed to the mission 

                                                 
 
65  IED. 2018. Validation Report: Green Power Development Project in Bhutan. Manila: ADB. 
66 TA7157-BHU Promotion of Clean Power Export Development ($1.488 million). 
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that ADB support (through several TA projects stretching back to the previous CPS) has helped it to 
establish its structure and internal operating systems. 
 
80. Regarding domestic use of power, nearly all rural households have been provided with electricity. 
For poor households in particular, the subsidy inherent in the free provision of the first 100 kilowatts 
helps to ensure access. What is less clear is whether electricity is continuously available, and affordable, 
to SMEs in rural areas.  
 
81. Transport. The government recognizes that roads and air connectivity are crucial infrastructure 
that underpin Bhutan’s growth. ADB sought to support the government in developing regionally 
integrated road systems through SASEC so as to facilitate the movement of people and goods across 
Bhutan (east–west) and to the south with the crossing points into India. Moreover, it supported the 
upgrading of regional airports to improve safety and security and add international and domestic traveler 
capacity.  
 
82. A legacy project from the earlier CPS, the second Road Network Project (approved in 2009), 
assisted the government in upgrading or constructing five key segments of the national highways (east–
west) and two feeder roads. 70 This work was completed by 2016, with a total of 131 km of national 
roads and 55 km of feeder roads constructed, meeting project outputs. However, the roads were 
damaged by weather in 2016 and were not promptly fixed. It is not clear if they have been properly fixed 
since the 2017 ADB monitoring mission noted the problem. 71  TA was to be provided in asset 
management and road construction methods. ADB had begun this in the first Road Network Project 
(approved 2005), where an outcome was an enhanced asset management capacity of the Department 
of Roads (DOR). 72 The DOR has gone part way to developing its road asset management system on the 
back of past ADB assistance and more recently the World Bank. It is now exploring with ADB how to 
complete its system to make it more useful in decision making on maintenance and budgeting. 
 
83. The SASEC Road Connectivity Project (approved in 2014) continued the thrust of the Road 
Network Project. However, a major component, the Nganglam–Dewathang Road, was canceled in 2015 
after a bidding exercise could not be concluded because of the deteriorating security situation near the 
southeast border. The components grouped under the grant and implemented by the Phuentsholing 
municipality are proceeding, with good progress on the mini dry port, some delay because of land 
acquisition in the northern by-pass road, and considerable delay in the land customs station because of 
reliance on land reclamation beyond the scope of the project. 
  
84. Related support, the SASEC Transport, Trade Facilitation, and Logistics Project, was approved 
shortly after, in August 2016. It aims to build a new road section between Phuentsholing and Chamkuna 
and bolster the ability of crossing points to handle trade effectively and safely. As of 2018, the project 
was still in the procurement and consultant mobilization stage. It will rely on the Phuentsholing Township 
Development Project for the river training to protect the Phuentsholing–Chamkuna road, thereby 
introducing a possible source of delay; the two projects are coordinating closely.  
 
85. In the capital, Thimphu, the Thimphu Road Improvement Project was approved in 2016, though 
it did not appear in the CPS.73 It aims to improve urban roads, drainage, and pedestrian infrastructure. 
Equally significant, the project seeks to support the capacity enhancement of Thimphu thromde (second-
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level administrative division) officers for undertaking road asset management. Some construction work 
began in 2017 and more contracts had awarded by end-2018. The built road and sidewalks appear to be 
of good quality and helpful to traffic and pedestrians.  
 
86. The Air Transport Connectivity Enhancement Project, approved under the previous CPS (approved 
in 2012), received additional financing in 2016.74 The original scope of work was concluded in 2017 with 
outputs substantially achieved. Additional financing will continue works (Bumthang passenger terminal, 
Gelephu security staff quarters, and Yonphula safety barriers) until December 2020. Non-construction 
related outcomes in the original project (attaining International Air Transportation Association standards 
of operation) were to be achieved with the support of attached TA approved in 2011.75 Back-to-office 
reports provide a long list of training events but there is no discussion of capabilities gained in meeting 
international standards. Discussion with staff at ADB headquarters and with staff of the Department of 
Air Transport during the IED mission suggests that staff are increasingly meeting International Air 
Transportation Association standards but not all capacity needs have been addressed. On-the-ground 
training has been adequate, but the Department of Air Transport needs to develop a larger trained cadre. 
The original suggestion found in the sector assessment to include the attached TA for the Air Transport 
Connectivity Enhancement Project might have been more accurate. 
 
87. Water and other urban infrastructure and services. ADB has given much attention to this sector 
in view of the shift in population to urban centers and the resulting stresses on urban infrastructure. Two 
urban infrastructure interventions were carried over from the previous CPS. Approved in 2008, ADB 
provided loan financing ($24.6 million) for the Urban Infrastructure Development Project to construct 
37.2 km of urban roads; two water treatment plants; increased sewerage coverage, construction, and 
upgrading of wastewater treatment plants; improved solid-waste management; improved community 
awareness regarding solid-waste disposal, hygiene, and sanitation; and increased capacity of town 
administrations for operational management and reducing water losses. 76 The CPS final review notes 
that these targets were achieved when the project closed in 2014. However, the review glosses over the 
shortfall in training, where only 74 of 280 people were trained as a result of the government’s decision 
to use its own finances for training and capacity building rather than loan funds. Nevertheless, the 
validation report notes that the Urban Infrastructure Development Project achieved significant outcomes, 
such as increased access to safe water (over 63,300 people in Thimphu and 1,200 in Dagana), expanded 
sewerage coverage (from 12% to 20% in Thimphu), and improved solid-waste management in 
Thimphu.77 
 
88. A similar intervention to the Urban Infrastructure Development Project, the Urban Infrastructure 
Project, was approved in 2011.78 It focuses on water supply improvements in Samdrup Jongkhar and 
waste-water improvements in Thimphu, both important urban centers of the country. The CPS final 
review argues for its success since it follows the previous project template. Some infrastructure has been 
completed but delays in procurement have pushed the project closing to 2020, making it too early to 
determine if the final review assumption holds. The project has asked for modifications in the design and 
monitoring framework to revise the gender targets, arguing that these were inadequately set and should 
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be more evidence based. 79 As of 31 December 2018, 14 of the 16 targets of the project’s gender action 
plan (GAP) had been met. Additional financing is being prepared for this project. 
 
89. Late in the current CPS, the Improved Urban Environmental Infrastructure Project (formerly Green 
Urban Development and Integrated Management Project) was approved (June 2018), after being recast 
as the Secondary Towns Urban Development Project (footnote 51). This project will focus on water works 
in other urban centers not reached by the Urban Infrastructure Project, and will only attain outputs 
starting in 2020. 
 
90. Finance. The CPS did not allocate resources to this sector, although it did set out sector outcomes 
and indicators for it. ADB has long supported the sector in Bhutan, and foresaw more support during 
the CPS as needs were discerned. Some TA was carried over or initiated in the sector, designated primarily 
as PSM. The Strengthening Economic Management Program is such an intervention, providing support 
for macroeconomic management and additional liquidity. 80 The TA on Capital Market Development,81 
the flagship finance vehicle during the CPS, was employed to meets some of the policy actions of the 
second Strengthening Economic Management Program (footnote 80); the program largely complied with 
its policy actions. Notably, the lack of meaningful compliance with one of the policy actions (property 
tax reform) was attributed to low capacity of municipalities and citizens and limited TA, which was 
provided only to Thimphu thromde and not to other municipalities that could have benefitted if properly 
prepared to manage the effort. The validation report for the Strengthening Economic Management 
Program notes that the program supported structural reforms and achieved its main intended outcome, 
i.e., macroeconomic stability. 82 Despite a recent deterioration of some key macrofinancial indicators 
(e.g., debt–GDP ratio, budget deficit), Bhutan’s macroeconomic situation remains stable for now. 83 
 
91. ADB is supportive of the government’s efforts to deepen the country’s finance sector as a way of 
building the sector to the level where it can contribute to a more stable financing system and to economic 
diversification. ADB assisted in developing a revenue administration management information system.84 
It assisted in the development of the Credit Information Bureau, making it easier for lenders to assess 
credit risk and support SMEs in particular. It has also assisted in the development of a 10-year capital 
market master plan. 
 
92. Progress on the above initiatives is mixed. The general revenue administration management 
information system software is being used, after challenges in its operating stability were resolved. 
The customs module had to be abandoned after the vendor could not tailor it to the customs operational 
context. This technical failure also revealed capacity gaps in the Department of Revenue and Customs in 
information technology project management. The support to credit rating was helpful in elaborating 
the legal framework, and is expected to make corporations more transparent and disciplined in their use 
of credit. However, to date no credit rating agencies have been established in Bhutan. The capital market 
master plan was approved by government, but it is being used as a broad menu to guide reforms rather 
than as a strict plan. 
 
93. Education. The validation of the CPS, 2010–2012 final review questioned ADB’s exit from the 
education sector in the early 2000s in view of Bhutan’s narrow skills base and skills mismatches between 
educated youth and market enterprises, and the government’s diversification agenda. It recommended 
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engagement centered on the development of a skills development action plan. The current CPS failed to 
address this concern but ADB belatedly approached the government with a willingness to redress this 
oversight, and in late 2016 it provided capacity development TA—the Education and Skills Development 
Project. The TA was instrumental in improving the planning capacity of the Ministry of Labor and Human 
Resources and developing the TVET blueprint, which the government has used as a guide for its overall 
approach and as the broad design basis for the recently approved ADB skills project. 85 
 
94. Public sector management. Policy-based lending (Strengthening Public Management Program 
and SASEC Trade Facilitation Program), approved in the previous CPS, were concluded in the current CPS. 
Self-assessment rated these successful, and it is evident that they made a meaningful contribution to 
stabilizing the urgent liquidity crisis of the government. Several TA projects accompanied these programs 
(on audit, revenue administration, macroeconomic management, and trade), which helped the 
government to make some progress toward reforms, some already covered under the finance sector in 
paras. 90–93. 
 
95. Private sector. ADB’s support for the private sector reflects a strategy that relies on discovering 
and supporting specific nonstate business opportunities. This approach is evident at relatively large scale 
in the private sector (i.e., in agribusiness) and in the rural CSI subsector, where the investment was made 
in part through a gender lens. The partner has been a private sector firm (MHV) in the case of 
agribusiness, the Queen’s Project Office in the case of rural CSIs, and the National Commission for Women 
and Children for the economic empowerment of women. The support to these ventures activities is 
ongoing. The MHV agribusiness support is a high risk, high return investment that could improve the 
lives of 15,000 small-scale farmers. The smaller scale support to CSIs has merit in the context of Bhutan’s 
diversification drive but does not appear to be institutionally positioned for scaling-up. 
 

3.  Regional Cooperation and Integration 

96. SASEC has become an effective platform for the countries involved (Bangladesh, Bhutan, India, 
the Maldives, Nepal, and Sri Lanka). It has an active transport and trade facilitation working group that 
has identified priority RCI projects for better transport connections between the SASEC countries. 86 These 
have included the mini dry port in Phuentsholing and a direct cross-border access road between India 
and Bhutan’s Pasakha industrial estate (part of the SASEC Transport, Trade Facilitation, and Logistics 
Project). The validation report for the SASEC Trade Facilitation Program, which was implemented in 
Bangladesh, Bhutan, and Nepal, attributes an increase in customs revenues in Bhutan to the program. 87 
 
97. In the energy sector, Bhutan is already heavily enmeshed with India, which provides it with the 
bulk of financing for hydro power, and receives 75% of the power generated from these plants. All power 
projects supported by ADB can be said to fit into this rather delimited RCI initiative. However, the previous 
power projects supported by ADB have not been labelled as SASEC, given the bilateral nature of the 
Bhutan–India relationship. In this respect, the TA for the SASEC Green Power Investment Program may 
hold the promise of going beyond the current bilateral scope, though the project preparatory TA report 
do not seem to indicate any such broadening.88 
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98. The ADB program supported investments across seven sectors, which is considerable for a 
relatively small country. Project outputs have been significant, particularly in the energy, transport, and 
urban sectors. They have resulted in some progress towards expected outcomes, although these could 
have been articulated more clearly in the CPS. Operations in the education and health sectors are too 
recent to assess. ANR initiatives would have benefited from greater coherence. Nevertheless, important 
policy reforms have been achieved, especially in the finance and PSM sectors. Institutional strengthening 
is also evident in some sectors, notably the energy sector through important capacity building, 
the education sector through the development of the TVET blueprint, and the urban sector through 
several urban development projects. 
 

4.  Use of Technical Assistance 

99. The CPS final review holds that ADB’s TA program effectively complemented the investment 
projects and contributed to development impacts in cross-sector CPS objectives. In the CPS period, 15 TA 
projects were approved, eight of which were project preparatory TA. Additionally, 11 TA projects were 
carried over from the previous CPS period, two of these being project preparatory TA. Of these 26 TA 
projects, PSM had the highest number (six, no project preparatory TA), followed by ANR, energy, and 
transport. The early period of the CPS was marked by the highest intensity of TA support because of TA 
projects carried over and new TA projects approved (Table 5). 
 

Table 5: Technical Assistance Implemented or Approved in the Country Partnership Strategy Period 

Item PSM ANR ENE TRA EDU IND HLT ICT FIN WUS Total 
Pre-2014 4 

 
1 2 

 
1 

 
1 1 1 11 

2014 
 

1 2 1 1 1 
    

6 
2015 2 1 1 

       
4 

2016 
 

3 
  

1 
     

4 
2017 

      
1 

   
1 

2018 
          

0 
Total 6 5 4 3 2 2 1 1 1 1 26 

PPTA 0 1 2 1 0 1 1 0 0 0 6 
ANR = agriculture, natural resources, and rural development; CPS = country partnership strategy; EDU 
= education; ENE = energy; FIN = finance; HLT = health; ICT = information and communications 
technology; IND = industry and trade; PPTA = project preparatory technical assistance; PSM = public 
sector management; TRA = transport; WUS = water and other urban infrastructure and services. 
Source: Validation team, from project documents. 

 
100. The last half of the CPS saw little new activity but is marked by project preparatory TA projects 
in health and education that led to relatively quick project design, with approvals coming in late 2018, 
spurred in part by the ADB policy of ending project grants to Bhutan by 2019. 
 
101. Nearly all of the TA projects were managed from ADB headquarters, with the sole delegation to 
the BHRM being capacity development TA on Enhancing Development Management for Sustainable and 
Inclusive Growth. This is one of several TA projects initiated before the CPS that were active well into the 
CPS (including Capital Market Development, and Developing a Revenue Administration Management 
Information System). 89 In the case of the capacity development TA, a supplementary $500,000 was 
approved on 5 September 2017;90 by the time this TA closes it will have been active across three CPS 
periods. This is rather unusual for TA and as a rule it is discouraged by ADB corporate policies. 
This exception speaks to the ADB recognition of the Bhutan context with its heavy need and demand for 
capacity development. 
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102. In view of the large TA portfolio, it is not surprising to see a range of TA used. Project preparatory 
TA has been used to design projects and carry out some capacity development. In some cases the TA is 
attached to the loan or grant projects, as seen in the first and second Road Network Project and first and 
second Green Power Development Project. In the energy sector, the attached TA projects have been 
instrumental in developing capacity in the energy-related institutions of Bhutan. In the Road Network 
Project, the TA was to support the capacity building of the DOR, including enhancing and optimizing the 
road asset management systems. This was also supported in the second Road Network Project but the 
pace of the engagement has often been slow. Reduced effectiveness in transport relates to the 
insufficiency of support (the attached TA proposed in the report and recommendation of the President 
was not activated in the case of air transport91) and low government commitment in the DOR’s approach 
to road asset management.  
 
103. Where separate TA was offered, this has generally proved useful. In the important policy-based 
operations of the first and second Strengthening Economic Management Programs, which lacked 
attached TA, five ongoing TA projects supported the implementation of the programs in the areas of 
fiscal management, revenue administration, capital market development, financial stability including 
macroprudential rules and regulations, and audit resource management. 92  The TA facilitated the 
achievement of the programs’ policy actions, and in cases pushed further into the reform areas. In the 
Air Transport Connectivity Enhancement Project, a separate TA project (Strengthening Air Transport 
Regulatory and Operational Performance [footnote 75]) was deemed useful by the Department of Air 
Transport in meeting International Civil Aviation Organization standards. The Bhutan and Nepal: South 
Asia Road Safety Program made a useful contribution to Bhutan’s road safety, including unifying the 
units in government concerned with this issue. 
 
104. While the appetite for TA among implementing agencies is large, their readiness to absorb TA is 
sometimes assumed and not verified, leading to challenges in the implementation. The failure of the 
customs module in the revenue administration TA is a case in point. 93 The ability of the Department of 
Revenue and Customs to manage a complex information technology project was not assessed, 
contributing to the failure of this component. The readiness to move to a full road asset management 
system in the DOR is another example. Several initiatives under the public management strengthening 
TA also labored under insufficient institutional and capacity assessment of the executing agency and 
implementing agencies. 94  
 
105. Despite shortcomings in government readiness to maximize TA, this modality was instrumental 
in addressing urgent macrofinancial measures (e.g., in debt management) and the structural constraints 
that fueled the pre-CPS liquidity crisis, as reflected in the TA projects that aimed to support diversification 
of the economy. There is evidence, however, that the design of some TA projects could have been more 
coherent (para. 71). On a more positive note, there is also some evidence that ADB sought to simplify 
the TA projects for ease of management. For instance, the TA on capital markets was structured to 
combine three different TA projects that were originally planned.95 
 
106. TA was used extensively in Bhutan to prepare projects, accompany policy-based operations, and 
build capacity. The use of TA was particularly marked in the early part of the CPS implementation period. 
The government was very appreciative of this support, although absorptive capacity varied across 

                                                 
 
91 Department of Air Transport officials interviewed by the IED mission were not aware of the larger attached TA that had been initially planned 

and then dropped. They were of the opinion that budget limitations have curtailed their capacity development activities. 
92 ADB. 2015. Completion Report: Strengthening Economic Management Program in Bhutan. Manila. 
93 ADB. 2018. Technical Assistance Completion Report: Developing a Revenue Administration Management Information System in Bhutan. Manila 

(TA 7881, July). 
94 ADB. 2016. Completion Report: Strengthening Public Management in Bhutan. Manila (TA 7724, 13 April). 
95 ADB. 2017. Technical Assistance Completion Report: Capital Market Development in Bhutan. Manila (TA 8280-BHU, 21 August). 
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administrations. Despite some design weaknesses, TA programs supported during the CPS period made 
a significant contribution to improving macrofinancial stability and building the capacity of key 
institutions. 
 
C. Efficiency 
 
107. The validation assesses the ADB program less than efficient; the country partnership strategy 
final review’s assessment was of an efficient program. The final review assessment focuses on efficiency 
ratings, economic internal rates of return (EIRRs) and other means of determining economic benefits of 
projects, and overall portfolio performance. In addition to these components, the validation also refers 
to NSOs. The final review acknowledges several shortcomings in the portfolio performance but concludes 
that the economic benefits realized by projects and programs outweigh process inefficiency. As the EIRR 
at completion is only available for 2 of the 10 completed projects, and given the absence of rigorous 
cost–benefit analyses, the validation estimates that evidence is lacking to conclude that the overall 
program’s benefits outweighed costs. The validation’s account of the inefficiencies in the design stage, 
project processing, and implementation provides evidence to justify the validation’s assessment. 
 
108. Completed projects. Ten projects closed during the CPS period. Self-assessments are available for 
7 of these projects. 96 Only 4 of these 10 projects included an EIRR estimate at appraisal. Two of these 
projects were self-assessed and subsequently validated by IED. Table 6 summarizes the available 
efficiency assessments for projects which were closed during the CPS period. 
 
109. The CPS final review focuses on four projects to assess the overall program’s costs and benefits. 
These were self-assessed and subsequently validated by IED. The review notes that the EIRR at completion 
of the Urban Infrastructure Development Project and of the Green Power Development Project both 
exceeded ADB’s economic hurdle rate of 12% and that the interventions were therefore efficient. 
The Strengthening Economic Management Program and SASEC Trade Facilitation Programs were also 
assessed efficient, although no cost–benefit analysis was conducted. This validation takes note of these 
assessments, which were validated by IED. However, the CPS final review concedes that the economic 
benefits of a program such as the Strengthening Economic Management Program are difficult to assess 
and will take time to materialize (para. 64). IED’s validation of the SASEC Trade Facilitation Program also 
notes that the observed increase in customs revenues is not clearly attributable to an increase in trade 
(footnote 87). 
 
  

                                                 
 
96  Self-assessments are missing for two projects: the Upgrading Schools and Integrated Disaster Education Project, which closed in March 2014; 

and the second Road Network Project, which closed in June 2016. The Air Transport Connectivity Enhancement Project closed in December 
2018. A related additional financing grant was approved in June 2016 and is due to close in December 2020. 
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Table 6: Available Efficiency Assessments for Completed Projects 

 Project Name 
Self-

Assessment  IED EIRR at Completion Remarks 
1 Farm Roads to Support Poor 

Farmers' Livelihoods 
Efficient Not 

applicable 
None calculated At appraisal, cost per km was estimated at $ 61,000. It 

soared to $77,178 because of the unforeseen need to 
build a bridge, an increase in the length of retaining 
walls, and a change in the drainage system 
requirements. 
Other costs also increased, such as the purchase of 
small marketing equipment and infrastructure (by 
51%). 

2 Upgrading Schools and 
Integrated Disaster 
Education Project 

Missing Not 
applicable 

None calculated  

3 Green Power Development 
Project 

Efficient Efficient 19.5% (hydro 
power) and 
14.3% (rural 

electrification) 

 

4 SASEC Trade Facilitation 
Program (Bangladesh, 
Bhutan, Nepal) 

Efficient Efficient None calculated Technical challenges that affected the development of 
the RAMIS under the second Strengthening Economic 
Management Program generated significant delays in 
the custom management module. 

5 Advancing Economic 
Opportunities of Women 
and Girls 

Highly 
efficient 

Not 
applicable 

None calculated  

6 Strengthening Economic 
Management Program 

Efficient Efficient None calculated  

7 Strengthening Economic 
Management Program II 

Efficient Not 
applicable 

None calculated The project experienced cost overruns and delays 
because of major difficulties in designing the RAMIS. 
The decision to develop custom-made software instead 
of adapting an off-the-shelf software compounded 
difficulties, particularly given the implementing 
agency’s weak capacity and the fact that the software 
was being developed by an Indian firm outside of 
Bhutan. 
This setback negatively affected the implementation of 
the SASEC Trade Facilitation Program (see above). 

8 Road Network Project II Missing Not 
applicable 

Not available 
 (RRP estimate at 

16%–24%) 

Based on back-to-office reports, it appears that the 
project incurred significant cost overruns (final cost 
estimated at 8.9% higher than estimated at appraisal). 

9 Air Transport Connectivity 
Enhancement Project 

Not yet 
available 

(additional 
financing 

under way) 

Not 
applicable 

Not available 
(RRP estimate at 

15.5%) 

Civil works in Yonphula airport were delayed because 
of challenges presented by the terrain. Additional slope 
protection measures were required, which led to cost 
overruns. Asphalt overlay was not undertaken in 
Bumthang airport because of the resulting funding 
shortage.a  

10 Urban Infrastructure 
Development Project 

Efficient Efficient 15.5%  

EIRR = economic internal rate of return, IED = Independent Evaluation Department, RAMIS = revenue administration management 
information system, RRP = report and recommendation of the President, SASEC = South Asia Subregional Economic Cooperation. 
a ADB. 2018. Aide-Mémoire for the Air Transport Connectivity Enhancement Project Review Mission (12–16 March). Manila. 

Source: Validation team, from project documents. 
 
110. Self-assessments are missing or not yet available for three other projects which closed during the 
CPS period; for two of these an EIRR had been estimated at appraisal. A review of project documents 
showed that several projects experienced implementation delays and/or cost overruns (Table 6). 
For instance, the second Road Network Project features costs at completion significantly higher than 
that estimated at appraisal. Other operations were self-assessed, but not validated by IED. The Farm 
Roads to Support Poor Farmers' Livelihoods experienced significant cost overruns. The second 
Strengthening Economic Management Program faced considerable challenges in developing a revenues 
administration management system, which hindered progress in another program as well (the SASEC 
Trade Facilitation Program). 
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111. Disbursements, processing, and implementation risk. In presenting 2015–2017 portfolio data, 
the CPS final review acknowledges that overall portfolio performance indicators have generally been 
below ADB’s average and the average of the South Asia region. The validation presents these for the 
2014–2017 period in Table 7. Disbursement rates have been low over this period, and projects classified 
at risk steadily increased over the CPS period, reaching 38% of the portfolio by 2017. ADB and 
counterparts have noted this trend, and in the tripartite portfolio review of August 2018 have committed 
to taking remedial actions across a range of contributing factors, e.g., slow start to implementation or 
advance actions, problematic bidding processes, contractors not mobilizing quickly, and project 
management capacity in implementing agencies. Portfolio performance indicators for 2018 show some 
marked improvement. 97 The disbursement ratio for the Bhutan portfolio increased to 18%, although it 
still remains below the ADB average. The establishment of ADB’s resident mission has no doubt 
contributed to the progress observed in 2018. 
 

Table 7: Key Performance Indicators of the Country Partnership Strategy Program  
Indicator 2014 2015 2016 2017 2018 
Disbursement ratio (%)a  49.0 6.0 9.0 9.0 18.0 
ADB-wide disbursement ratio (%)a 18.2  17.2 18.2 18.4 21 
Average time from approval to effectiveness (months) 3.5  0.5  3.8  (…)  (…) 
Implementation risk (%)a 0 13 25 38 (…) 

ADB = Asian Development Bank.  
a ADB. 2019. 2018 Annual Portfolio Performance Report. Manila; ADB. 2018. 2017 Annual Portfolio Performance 
Report. Manila; ADB. 2017. 2016 Annual Portfolio Performance Report. Manila; ADB. 2016. 2015 Annual Portfolio 
Performance Report. Manila. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 

 
112. The disbursement ratio and projects at risk arise in large part because of inadequate design and 
delays in the early stages of project life. Projects frequently encounter these challenges in the ADB 
program in Bhutan. Delays are caused by difficulties in the bidding process and slow contractor 
mobilization or poor operational performance (Appendix 2). These hindrances to implementation can 
have financial consequences. The CPS final review does not delve into the costs of poor design and delays, 
but they are likely to be substantial in cases. For instance, the second Road Network Project, extended by 
1 year, suffered a cost increase of 8.9% above that estimated at appraisal. 98  The Green Power 
Development Project required an additional loan to cover cost overruns, arising in large part from a 
design that did not adequately anticipate geotechnical challenges. 99  The second Green Power 
Development Project is undertaking additional geological assessment and dam wall redesign that will 
likely delay the project.100 There is evidence in Bhutan’s approach to power project feasibility studies of 
limited drilling investigations not revealing the real geological risk.101 
 
113. Nonsovereign operations. Only one NSO was ongoing at the time of the validation: the MHV 
Limited (Hazelnut Value Chain Development) operation financed by equity investment from ADB and 
others. This NSO has faced operational challenges in the number of plantings and pollination mechanism. 
Plantings have reached about 7 million of the 8 million target (set for 2019). To address a low initial 
harvest in 2017 (from plantings made in 2014) it has had to shift to a greater emphasis on pollinizers in 
the overall mix of plantings. This shift will take time to affect the harvest. The initial financing structure 
appears at this stage to not be adequate to carry the venture through to its viable revenue period, which 

                                                 
 
97  ADB. 2019. 2018 Annual Portfolio Performance Report. Manila. 
98 ADB. 2017. Review mission for SASEC Road Connectivity Project (L3149/G0400-BHU) and SASEC Transport, Trade Facilitation and Logistics 

Project (L3421/G0492-BHU), and Project Completion Review Mission for the Road Network Project II (G0174-BHU)—Back-to-Office Report (9–
20 October 2017). Manila (8 November). 

99 ADB. 2017. Completion Report: Green Power Development Project in Bhutan. Manila (loans 2463, 2464 and 3034; grants 0119 and 0141). 
100 ADB. 2018. Tripartite Portfolio Review. Thimphu (31 August). 
101 In the case of the very late Punatsangchhu Hydroelectric Project II, see Kuensel. 2015. Speeding up PHPA II. 15 July. 

Available: http://www.kuenselonline.com/speeding-up-phpa-ii/  

http://www.kuenselonline.com/speeding-up-phpa-ii/


32 Bhutan: CPS Final Review Validation, 2014–2018  
 

 

starts at 4–6 years following planting. Refinancing to ensure the operation continues to scale up and 
enter the high-yielding harvest period is critical to the survival of the operation. It appears that the initial 
financing structure was based on optimistic operating costs and harvest assumptions. 
 
D. Sustainability 
 
114. The validation assesses the ADB program less than likely sustainable; the country partnership 
strategy final review rating of the program was likely sustainable. As in the CPS final review, 
the assessment is based on government commitment to reform policies and capacity development and 
efforts to ensure adequate attention and funding of operation and maintenance. However, the validation 
takes a more critical view of the risk as presented in the CPS final review, augmenting the discussion with 
additional concerns. 
 
115. The CPS final review asserts that the loan and grant operations completed during 2014–2018 
were rated likely sustainable in their PCRs, and four of these also were confirmed by IED (in PCR validation 
reports). At the time of preparation of the CPS final review validation, the validation notes that seven 
loan and grant operations were self-assessed, with four validated by IED. They were all assessed likely 
sustainable, with one operation assessed most likely sustainable. IED could not locate the PCRs for the 
Upgrading Schools and Integrated Disaster Education Project and the second Road Network Project. 
Table 8 summarizes the available sustainability assessments for projects that closed during the CPS 
period. In several cases rated likely sustainable, the completion reports themselves raised important 
concerns. The Urban Infrastructure Development Project “soft investments” were deemed less than likely 
sustainable, particularly on capacity building. In the Farm Roads to Support Poor Farmers' Livelihoods, 
there was reluctance on the part of farmers to organize and collect fees for road maintenance. It should 
also be noted that the 2017 mission to prepare the completion report of the second Road Network 
Project anticipated in its back-to-office report that this project would be assessed less than likely 
sustainable (footnote 71).  
 

1. Government Commitment to Reform Policies  

116. The CPS final review points to the government’s commitment to sustainability, in part by noting 
that asset management risks were adequately addressed in 19 of the 24 loan and grant operations. 
This  seems to leave a considerable gap in operations with risk. The final review does suggest 
improvement over time, stating that newer project design includes civil works contracts with extended 
liability periods and performance-based maintenance contracts. 
 
117. The CPS final review paints a mixed picture of government commitment and ability to carry out 
reforms. Incremental regulatory and institutional reforms in the energy sector have established a strong 
framework for managing the sector. More broadly, the macroeconomic and financial management 
reforms under the Strengthening Economic Management Program have proven beneficial and lasting. 
The validation would qualify the financial management reform claim with the observation that reforms 
are not complete; government policies in managing credit expansions may not be yet be adequate, 
leaving for instance some risk of a real estate bubble 102 and rising prices of domestically produced goods 
and services. At the end of the first Strengthening Economic Management Program (2014), ADB was 
pleased to see the debt–GDP ratio held to 35% or less. Seen from the 2018 perspective, when the debt–
GDP had ballooned to 100% of GDP, this success has lost its shine and raises the issue of the future 
trajectory and possible macroeconomic risk. 
 
  

                                                 
 
102 The 2018 IMF Article IV of March 2018 estimates that housing accounts for nearly one-quarter of credit exposure in Bhutan. It also notes that 

although household credit was reigned in after 2011, it remains high as a share of GDP compared to other developing countries in Asia. 
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Table 8: Available Sustainability Assessments for Completed Projects 

 Project Name 
Self-

Assessment  IED Remarks 
1 Farm Roads to Support Poor Farmers' 

Livelihoods 
Likely 

sustainable 
Not 

applicable 
The farm roads were designed to high standards. Maintenance, 
however, falls mainly on road user groups, which provide voluntary 
labor. At the time of completion, the collection of membership fees for 
the maintenance fund had not been initiated. The completion report 
also notes that gewoga maintenance budget is inadequate. Given the 
frequency of landslides and the impact of Bhutan’s climate on roads, 
this is a source of concern. 

2 Upgrading Schools and Integrated 
Disaster Education Project 

Missing Not 
applicable 

 

3 Green Power Development Project Most likely 
sustainable 

Likely 
sustainable 

This validation concurs with the PCR view that the tariff regime will 
enable Bhutan Power Corporation operations to be sustainable. 
However, given the subsidy in the rural electrification component and 
the absence of any discussion in the PCR on institutional sustainability 
aspects, the project was assessed likely sustainable. 

4 SASEC Trade Facilitation Program 
(Bangladesh, Bhutan, Nepal) 

Likely 
sustainable 

Likely 
sustainable 

 

5 Advancing Economic Opportunities of 
Women and Girls 

Likely 
sustainable 

Not 
applicable 

 

6 Strengthening Economic Management 
Program 

Likely 
sustainable 

Likely 
sustainable 

The validation notes that ensuring macrofinancial long-term stability 
was still a work in progress in Bhutan at project completion. As a 
follow-up program was under way (Strengthening Economic 
Management Program II), it expressed confidence that further and 
deeper institutional and policy adjustments would be put in place. 

7 Strengthening Economic Management 
Program II 

Likely 
sustainable 

Not 
applicable 

The property tax proposals could not be introduced in 19 of the 20 
thromdes,b as the Supreme Court declared the dzongkhagc thromdes 
unconstitutional. The sustainability of related policy actions will 
depend on whether the status of thromdes is amended. 
Given the difficulties experienced in setting up the revenue 
administration management information system, a proper evaluation 
will be required to assess its sustainability. It appears that its 
interoperability with other systems is limited. 

8 Road Network Project II Missing Not 
applicable 

Back-to-office reports mention that the project is unlikely to be 
sustainable. Project teams noted that although roads were of good 
quality at completion, they were seriously damaged in 2016 because 
of rainfall and truck traffic, and routine maintenance appeared 
inadequate. ADB staff noted that budget and staffing were insufficient 
to allow the timely repair of damage. 

9 Air Transport Connectivity 
Enhancement Project 

Not yet 
available 

(additional 
financing 

under way) 

Not 
applicable 

 

10 Urban Infrastructure Development 
Project 

Likely 
sustainable 

Likely 
sustainable 

The validation report notes that the financial viability of the 
investment was unlikely in Dagana, and that the solid-waste 
management component was not financially viable. 
It also points to the fact that the capacity building component was not 
completing, thus raising concerns regarding sustainability, particularly 
given weak capacity. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, SASEC = South Asia Subregional Economic Cooperation. 
a A gewog is group of villages in Bhutan 
b A thromde is second-level administrative division in Bhutan. 
c A dzongkhag is an administrative and judicial district of Bhutan. 
Source: Validation team, from project documents. 

 
118. On the TA side, support focusing on policy changes in capital markets, energy, and climate 
change (water management) is likely sustainable based on the government’s commitment to sector plans 
and stakeholder ownership. These are not without some challenges, however. The PCR for capital market 
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development notes that implementation of reform plans may be at risk because of frequent personnel 
changes within the government, as also observed during the duration of the TA. 103  
 
119. Sustainability challenges can also be discerned in other TA, and are acknowledged in the CPS 
final review. The Preparation of Energy Efficiency Policies and Guidelines for Bhutan and Nepal added to 
the capacity of government agencies to initiate required policies and strategies but needs additional 
assistance to sustain the outcome of the TA. The sustainability of the support to health e-services is placed 
in doubt because of the absence of scaling-up or link to a comprehensive national e-health framework. 104  
 

2. Operations and Maintenance Practice and Capacity 

120. The CPS final review explains that project design in the transport and energy sectors provides for 
tariff structures that promote energy efficiency, conservation, and financial sustainability. Where tariffs 
cannot be pushed higher (as in the case of rural electrification), the government is able to carry the 
subsidy burden. In the rural electricity tariffs subsidy, the Bhutan Power Corporation is allotted part of 
the export royalties to subsidize low-income and/or low-use customers. 105 This mechanism is also used 
to sustain the Renewable Energy Development Fund.106 
 
121. Sustainability in the energy sector is a more complex and uncertain area than is presented in the 
CPS final review. Weather and climate models are being used to anticipate water levels for hydro power, 
but these are highly sensitive to model assumptions. Environmental concerns about the effects of dams 
on the environment are increasing as the possibility of more run-of-river systems is reduced and dam 
systems are added to the power project pipeline. The markets themselves are uncertain, with India not 
giving full access to its markets, e.g., through the Indian Power Exchanges, or inhibiting Bhutan from 
transmitting power through its lines to Bangladesh. The monopsony power that India holds also does 
not bode well for Bhutan’s ability to obtain a reasonable return on its power investments through its 
electricity sales to India.  
 
122. The CPS final review does acknowledge that while financial sustainability is assured in urban 
water management, there is a lack of capacity that places broader sustainability at risk. In the Urban 
Infrastructure Development Project, a training plan was developed but only partially implemented.107 
The IED validation report also notes that sustainability of the project is unlikely in Dagana because of 
inadequate operations and maintenance arrangements and weak capacity at the dzongkhag level.108 
Sector wide, there appears to have been little progress even in the financial dimension from the baseline 
situation described in the CPS sector assessment, where tariffs for water and sewer services did not cover 
the costs of basic operation and maintenance. 109 The sector assessment for the Phuentsholing Township 
Development Project reiterates the often-heard lament that the water and sewer service tariffs allowed 
to municipalities do not cover operation and maintenance costs.110 Municipalities lack other sources of 
revenue to finance operations and maintenance, which remains inadequately funded. 
 

                                                 
 
103 ADB. 2017. Technical Assistance Completion Report: Bhutan Capital Market Development. Manila (August). 
104 ADB. 2015. Completion Report: Piloting the Design of e-Services Delivery Platform in Health Services in Bhutan. Manila (TA 8418-BHU, 29 July). 
105 In 2016, the subsidy to rural customers was Nu406 million (around $6 million in 2016 exchanges rates). Kuensel. 2016. New electricity tariffs 

from next month. December 24. Available: http://www.kuenselonline.com/new-electricity-tariffs-from-next-month/  
106 ADB. 2017. Completion Report: Green Power Development Project in Bhutan. Manila (August). 
107 ADB. 2017. Completion Report: Urban Infrastructure Development Project in Bhutan. Manila (September). 
108 IED. 2018. Validation Report: Urban Infrastructure Development Project in Bhutan. Manila (December). 
109 ADB. 2014. Country Partnership Strategy: Bhutan, 2014–2018. Water and Other Urban Infrastructure and Services Sector Assessment 

(Summary). Manila. 
110 ADB. 2018. Sector Assessment (Summary): Phuentsholing Township Development Project Multisector (Agriculture, Natural Resources, and Rural 

Development; and Water and Other Urban Infrastructure and Services). Manila. 

http://www.kuenselonline.com/new-electricity-tariffs-from-next-month/
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E. Development Impacts 
 
123. The validation assesses the development impact of the country partnership strategy program 
satisfactory; the country partnership strategy final review assessed this highly satisfactory. ADB’s overall 
contribution to development impacts is assessed on the basis of progress toward selected country 
development goals, CPS objectives, cross-sector development objectives, and ratings of assessed projects 
on development impact. The difference in the validation and CPS final review assessment relates to a 
judgement on the attainment of versus shortfalls in government goals and degree of development impact 
across infrastructure and cross-sector areas. Impeding the analysis is a CPS final review account that does 
not give much attention to the initial CPS objectives as the organizing logic for interventions. 
 

1. Progress Toward Government’s Overall Targets and Country Partnership Strategy 
Objectives 

124. Despite having missed ambitious targets on country development goals, Bhutan has made 
considerable improvements in these indicators in recent years. The CPS final review reports that the first 
three country development goals have not been achieved, with the average annual growth in GDP falling 
short at 6.4% during 2013–2018, versus the projected 10.0% annual growth. Income poverty declined, 
from 23.2% in 2007 to 8.2% in 2017, although it was still higher than the 5.0% target. The final review 
notes that the goal of multidimensional poverty reduction to less than 10.0% by 2018 was achieved, 
with the rate dropping to 5.8%. The final review is silent on the goal of reducing the Gini coefficient to 
0.3 by 2018. The final report on the 11th plan reports that it reached 0.38 in 2016 (footnote 29). 
 
125. The CPS final review lacks a clear account of the progress made toward the CPS objectives in the 
development impact discussion. The emphasis is on explaining how the crosscutting themes were 
supportive. While this is part of the story it is not the front part. The “areas of engagement of ADB” 
listed in the CPS under its pillars (Figure 1 of CPS) are the proper reference (even if not well framed) but 
these are not revisited in any systematic way in the final review.  
 
126. As a general observation, the interventions within sectors in the implemented ADB program are 
relevant to the CPS objectives. Energy, transport, and urban development generally focus on high-impact 
interventions and support the three CPS pillars of inclusive economic growth, environmental 
sustainability, and RCI. ANR operations could have been designed so as to better contribute to raising 
agricultural productivity and expanding income-generating opportunities for rural households. Only one 
ANR intervention (hazelnut NSO) contributes directly to increased agricultural productivity and to the 
fragile ecosystem (the first two CPS objectives). The Phuentsholing Township Development Project 
appears to be more about creating commercial urban land from the urban floodplain. The potential of 
the ANR sector to balance growth, address rural–urban migration, and add employment could have been 
reflected more strongly in the sector portfolio. The environmental and sustainability perspective (second 
CPS objective) is more evident through renewable energy projects and capacity development TA targeting 
the water sector framework. The impact of the TA will be strengthened once the anticipated water 
management and irrigation project is undertaken. The PSM and industry and trade sector support was 
mostly geared towards improving the business environment and trade. The impact of such interventions 
on economic growth and diversification is expected to take some time to materialize. 
 
127. Power generation is the focus of the CPS investments (36% of approved finances) and figures 
prominently in the achievement of the first CPS objective (inclusive economic development). The added 
power generation will have a significant impact on the economy, and this will be felt more strongly once 
the Nikachhu power plant starts production. The aim of reaching 10,000 MW by 2020 (as agreed with 
India) is, in retrospect, too ambitious. While exports are likely to increase in the next CPS, the extent of 
the impact of hydro power projects in domestic power use is difficult to ascertain at this stage. Coverage 
to households is ensured and access is subsidized. Rural electrification is important to ensure social 
inclusiveness and appears to have improved rural households’ well-being (e.g., reduction of indoor 
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pollution [para. 76]). The impact on households’ livelihoods is less straightforward to assess. It is not 
clear, for example, whether power availability in rural areas can contribute to stemming the rural–urban 
flow by supporting the development of enterprises at greater scale and productivity in these areas. 
Potentially lower river flows as a result of climate change may result in increased domestic costs for rural 
enterprises, keeping in mind that Bhutan still imports electricity from India in winter at a higher price 
than it otherwise sells power to that country. The balancing act that Bhutan has played has included 
applying restrictions on approving new energy-intensive industries. The seasonal imbalance is also more 
likely to be felt in the poorer eastern part of Bhutan that is not well connected to the rest of the national 
grid. 111 The commissioning of new hydro power plants during the next CPS period is expected to reduce 
the need to import electricity in the winter months. 
 
128. The investments made in the transport sector have the potential to make a contribution to both 
inclusive economic growth and RCI (the latter being the third CPS objective). The development of farm 
roads has helped improve livelihoods in rural areas by expanding households’ income-generating 
opportunities (para. 69), thus contributing to inclusive economic growth (footnote 60). The improved 
infrastructure will make it easier for Bhutan to increase tourist flows and the flow of goods between 
Bhutan and India. The air connectivity operations focus for now on passenger travel. This should help to 
support the development of tourism and provide diversification opportunities for local economies that 
remain highly dependent on agriculture. Had the facilitation of high-value cargo transport been an 
explicit part of the air connectivity efforts, further economic opportunities would have been made 
possible.  
 
129. In the urban sector, there is evidence of a significant impact of approaches supported in the 
previous CPS and continued into the current CPS. The land pooling in urban centers, first attempted in 
Thimphu, has gained international attention and has spread nationally, in part through ADB projects. 112 
These initiatives make a contribution toward environmental management and economic growth. 
 
130. Some ADB support does not seem to have yielded the expected impact. For instance, a policy 
action in the Strengthening Economic Management Program included the enhancement of municipal 
revenues to reduce dependence on central transfers. Property tax rates based on the property valuation 
methodology were developed and submitted by the Cabinet to Parliament on 15 February 2017. 
However, the tax rate and methodology approved only apply to Thimphu thromde (municipality) and not 
to the remaining 19 thromdes as originally intended under the policy action (footnote 47).  
 
131. In a case of unintended consequences, ADB support for infrastructure included a shift from 
national bidding to international competitive bidding, particularly in the transport sector. While this can 
be viewed as a valid effort to increase quality and cost-effectiveness, government officials point out that 
in practice it has meant international bidders have often partnered with national contractors, gaining the 
most benefit while squeezing national partners financially. The national partners do most of the work 
but do not appreciably profit or gain in capacity from this arrangement. 
 

2. Progress on Crosscutting Thematic Issues 
 
132. The CPS final review addresses the crosscutting thematic issues of the ADB program, with some 
deviation from the acknowledged themes listed in the CPS (para. 23). It adds environment and leaves out 
two others— partnerships, and governance and capacity development (addressing some aspects of the 
latter under the private sector section). The validation refers to the CPS list of crosscutting themes in its 
observations captured under the respective sections. 

                                                 
 
111 Tshering, Dorji. 2015. Electricity import to increase until 2017. Quesnel, 6 January. Available: http://www.kuenselonline.com/electricity-

import-to-increase-until-2017/  
112 See for instance Ellis, P. and Roberts, M. 2016. Leveraging Urbanization in South Asia: Managing Spatial Transformation for Prosperity and 

Livability. Washington, DC: World Bank. 

http://www.kuenselonline.com/electricity-import-to-increase-until-2017/
http://www.kuenselonline.com/electricity-import-to-increase-until-2017/
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133. Knowledge solutions. ADB has made efforts to underpin the CPS and specific operations with 
good analysis. Its concern with Bhutan’s diversification agenda is reflected in its effort to identify specific 
growth drivers and action plans in a 2013 country diagnostic study. 113 This study has identified ICT and 
clean manufacturing through micro, small, and medium-sized enterprises as potential growth drivers. 
While this has yet to be translated into a coherent ADB support strategy for diversification, ADB has at 
least undertaken relevant diagnostic work.  
 
134. The CPS final review points to several areas where ADB offered knowledge solutions, providing 
the examples of land pooling in the Urban Infrastructure Development Project and ICT to establish an  
e-services delivery platform for e-health. In RCI, ADB provided support to rationalize business processes 
and procedures at border-crossing points. In the education sector, ADB supported the national TVET 
blueprint. These are excellent examples of relevant knowledge initiatives, but the CPS final review does 
not provide a list of knowledge products prepared during the CPS that could provide a sense of the range 
and depth of the knowledge initiatives provided. The validation appreciates the validity of the examples 
provided by the final review. The TVET study gave Bhutan’s TVET subsector strategic directions for further 
action that were reflected in subsequent policies and programs. Land pooling arose quite organically in 
Thimphu in 2001,114 much before this CPS and even the urban projects supported in the previous CPS. 
ADB built on these initiatives, which might help to further expand them in the future. The e-services in 
health knowledge solutions cited by the final review could not be gainfully applied, raising the issue of 
quality or communication of the knowledge solutions.  
 
135. Beyond the CPS final review list, other knowledge products were produced that were of value to 
the government and subsequent ADB programming. The 2014 Bhutan Gender Equality Diagnostic of 
Selected Sectors and the 2015 Knowledge and Power: Lessons from ADB Energy Projects are two 
examples. 115 The final review does acknowledge information gaps on an issue that is gaining attention 
and is very relevant to ADB operations—the health of the national contracting industry. The CPS final 
review suggests that a survey of the national contracting industry is needed to shed light on how national 
contractors can attain a greater share of the infrastructure works. The validation concurs with this 
observation. 
 
136. Gender mainstreaming. Bhutan is signatory to the Convention on the Elimination of All Forms of 
Discrimination against Women. The National Commission of Women and Children (NCWC) has been 
established as the nodal agency for gender mainstreaming. ADB has supported the NCWC in its efforts 
to empower women economically, working with nongovernment organizations committed to gender 
equality (Tarayana Foundation and Bhutan Association of Women Entrepreneurs). 116 The NCWC sees its 
work as important but is hampered by the challenges of gaining the cooperation of other national 
agencies concerned with economic development. 
 
137. Three loans approved in the current CPS were categorized as effective gender mainstreaming.117 
These were the Urban Infrastructure Project, the Rural Renewable Energy Development Project, 118 and 

                                                 
 
113 ADB, AusAID, and JICA. 2013. Country Diagnostics Studies: Bhutan Critical Development Constraints. Manila. 
114 ADB. 2006. Draft Resettlement Plan for Land Pooling-Related Works of Component A (Thimphu); Bhutan: Urban Infrastructure Development 

Project. Manila (June). 
115 ADB. 2014. Bhutan Gender Equality Diagnostic of Selected Sectors. Manila; and ADB. 2015. Knowledge and Power: Lessons from ADB Energy 

Projects. Manila. 
116 ADB. 2012. Technical Assistance to the Kingdom of Bhutan for Advancing Economic Opportunities of Women and Girls (funded by Japan Fund 

for Poverty Reduction). Manila (TA-9155), closed in December 2014; and ADB. 2015. Technical Assistance to the Kingdom of Bhutan for 
Decentralized Coordination and Partnership for Gender Equality Results (funded by Japan Fund for Poverty Reduction). Manila.  

117 Several other projects were designated as having some gender elements; these tended to be approved in the previous CPS. 
118 ADB. 2010. Grant Assistance to the Kingdom of Bhutan for the Rural Renewable Energy Development Project. Manila (Grant 0228); and 

complemented by ADB. 2012. Technical Assistance to the Kingdom of Bhutan for Improving Gender-Inclusive Access to Clean and Renewable 
Energy (funded by Japan Fund for Poverty Reduction). Manila (TA-9158), completed in 2018. 
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the Secondary Towns Urban Development Project, none of which have been self-assessed or validated by 
IED so far. 119 The designation of effective gender mainstreaming requires the preparation of GAPs. 
The CPS final review doe s not comment on their implementation. The Urban Infrastructure Project, 
approved in 2011 and still ongoing, has recently asked for modifications in the design and monitoring 
framework and to the GAP to adjust targets that were not realistically set or were outside the scope of 
the project (footnote 79). Fourteen of the 16 activities outlined in the GAP had been successfully 
completed as of 31 December 2018, including targets for educational, awareness, and training programs. 
The GAP for the Rural Renewable Energy Development Project has been fully implemented and all seven 
targets met, including 30% of on-grid and off-grid connections for households headed by women and 
training of women village technicians. The Secondary Towns Urban Development Project is very recent.120 
The implementation of the GAP is under way, and one of the nine GAP activities has been completed so 
far. 

138.  Governance and capacity development. The CPS final review does not list this area under its 
development impact, but it does describe TA provided in various parts of the report, making the case 
that TA has assisted the government in several sectors in policy and regulatory framework development, 
institutional governance, and skills development. It also notes that Bhutan is committed to good 
governance, as reflected in its gross national happiness concept and the 11th Plan. The validation concurs. 
Capacity development continues to be a challenge for Bhutan and will require continued support, 
particularly in view of the goals of strengthening national agencies that have little experience with 
external projects or high turnover that makes institutional capacity difficult to achieve. Moreover, both 
local contractors and local governments are expected to play a larger role in development but are 
constrained by capacity concerns. 

139. Private sector development. Private sector opportunities are few in Bhutan, particularly in view 
of the government’s lack of interest in limiting or retrenching its state-owned enterprises. Development 
partners are in principle interested in expanding the space for the private sector, and active in several 
ways in furthering this aim. ADB’s assistance in capital market development is a case in point. The CPS 
final review points to the considerable policy actions under the Strengthening Economic Management 
Program that are relevant to establishing an environment that is conducive to PSD. 

140. Regional cooperation and integration. The CPS final review puts forward the SASEC Trade 
Facilitation Program as evidence of good progress towards achieving development impact. The 
intraregional trade among the SASEC member countries increased and yielded higher customs 
revenues.121 

141. The SASEC portfolio in Bhutan is focused on the strategic sectors of transportation and trade. 
ADB has assisted Bhutan to plan effectively in these sectors, and within the context of RCI, by providing 
institutional support, largely through the SASEC Trade Facilitation and Transport Working Group that has 
given direction to the SASEC program to 2025.122 
 
142. SASEC has its roots in the South Asian Association for Regional Cooperation (SAARC), and one 
aim of this association is to bolster the SAARC Corridor 8, linking Thimphu–Phuentsholing to India and 
Bangladesh.123 This is a strategic corridor for the bulk of nonenergy trade. While much cooperation is 
evident in the customs and transportation areas, it is not clear that India has been fully cooperative in 

                                                 
 
119 The CPS final review lists the last two projects only. 
120 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Kingdom of Bhutan for the Secondary 

Towns Urban Development Project. Manila. 
121 ADB. 2016. Completion Report: South Asia Subregional Economic Cooperation (SASEC): Trade Facilitation Program in Bangladesh, Bhutan, and 

Nepal. Manila. 
122 ADB. 2016. SASEC Operational Plan 2016–2025. Manila. 
123 ADB. 2016. Regional Cooperation and Integration BHU: SASEC Transport, Trade Facilitation and Logistics Project. Manila. 
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facilitating the completion of the southern east–west highway in Bhutan124 that could give Bhutan more 
options in arranging its cross-border trade.  
 
143. In the energy sector, the added value of involvement in SASEC appears unclear. The SASEC 
designation of operations in the energy sector has been inconsistent. Moreover, the SAARC and SASEC 
forums have so far not yielded clarity or certainty in terms of the marketing of Bhutan energy exports to 
India or beyond India to Bangladesh.  
 
144. Stepping back from SASEC, the CPS final review would have benefitted from a broader narrative 
of the contribution of the entire portfolio to RCI (the third development objective of the CPS). ADB sees 
several projects as contributing to RCI—the SASEC-related projects but also others (the Road Network 
Project [footnote 72], the Green Power Development Project, and the Air Transport Connectivity 
Enhancement Project [footnote 74]). How these have contributed to the CPS objective merits some 
attention. This would require untangling the criteria for designating operations as SASEC or RCI. 
 
F. ADB and Borrower Performance 
 

1. ADB Performance 
 
145. The CPS final review assesses ADB’s performance satisfactory, drawing from a stakeholder 
perceptions survey that reveals positive views of ADB’s efforts to align with government, forge 
partnerships, and bring about results. The main criticism received in the survey related to ADB’s inability 
to be more adaptive to the country situation and less “ADB centric.” Of particular concern are ADB 
procedures that place the local contracting industry at a disadvantage compared to international firms. 
The CPS final review itself adds to the criticism in pointing to the relatively poor design of the CPS results 
framework. It nonetheless views ADB’s accomplishments in program design and supervision of 
implementation as key considerations in the overall positive assessment, also noting that these 
accomplishments were aided by the establishment of a fully-fledged resident mission.  
 
146. Based largely on the feedback received during the mission from government and development 
partners, the validation assesses ADB performance satisfactory as well, but qualifies some of the points 
made in the CPS final review and offers other insights. 
 
147. Based on the recommendations of the 2010 CAPE, which reflected strong demand from 
government counterparts and development partners for establishing a resident mission, ADB formally 
established the BHRM in 2014 and worked toward its growth over the CPS period. This growth was slow 
however, requiring several years before a country director was in place (in 2017) and the BHRM was 
housed in adequate quarters. By the end of 2018, the mission was still recruiting key staff.  
 
148. Even with a modest presence in the country, ADB was able to prepare a CPS and take advantage 
of development opportunities during the life of the CPS. With the move to new resident mission offices 
in 2018, ADB is now poised to respond more efficiently and effectively to the requests of the government 
and to meet growing development opportunities. The BHRM expects the two recently approved social 
sector projects to be delegated to the resident mission in 2019. Currently it is managing a TA project 
focused on the finance sector and PSM. Through its long transition period, the combination of BHRM 
and headquarters staff were able to maintain a fruitful discussion with counterparts and to formally and 
informally coordinate with development partners. The substantial cofinancing obtained, particularly in 
TA projects, speaks to its effective engagement. 
 

                                                 
 
124 The 68.3 km Nganglam–Dewathang stretch in the SASEC Road Connectivity Project was canceled because of security concerns in the Bhutan–

India border area. 
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149. Government counterparts are appreciative of ADB’s support and value the capacity development 
undertaken alongside policy-based or investment projects. ADB has been able to resolve government 
concerns through dialogue, for instance in explaining the standard loan conditionalities that gave the 
appearance of imposing on Bhutan’s sovereignty in provisions concerning ADB audits. 
 
150. ADB structured its CPS to closely match the government priorities of the 11th Plan. It self-assessed 
the CPS implementation in line with corporate evaluation guidelines. However, both the CPS and CPS 
final review had some shortcomings. The CPS pillars simply grouped related interventions largely under 
way prior to the CPS rather than setting out development objectives or promising areas of intervention 
that would then be elaborated in the sectors of focus. The CPS also does not seem to have functioned as 
a very useful strategic guide, as several projects emerged during the CPS that had little in the way of 
underpinning in the CPS and/or sector assessments. The CPS final review had useful analysis of context, 
government policies, and specific projects but exhibited shortcomings in drawing balanced assessments 
at the sector and evaluative criteria level. The effort to involve government in the preparation of the final 
review was also minimal. 
 
151. ADB has been slow to conclude its self-assessment for some projects. Several projects closing in 
2016 and 2017 have yet to be self-assessed as of 2019. This in turn has slowed IED efforts to validate 
self-assessments. 
 

2. Borrower Performance 
 
152. The CPS final review assesses the government’s performance satisfactory on the basis of the 
government’s close collaboration with ADB, the country’s largest financing partner after India. It credits 
the government for successful reforms in almost all areas of ADB engagement and its strong commitment 
to and ownership of ADB-supported projects. In its view, the government seeks to undertake project 
management professionally and to constructively engage with ADB in addressing shortcomings in 
portfolio performance.125 The validation assesses borrower performance satisfactory as well and provides 
additional considerations.  
 
153. The government that came to power in 2013 continued to show a commitment to reforms across 
many sectors and in overall governance. It employs a 5-year planning mechanism to good effect, 
translating its gross national happiness concept into sound policies and programs that have brought it 
remarkable progress in its socioeconomic transformation since the early 2000s. 
 
154. In its relationship with development partners, the government is eager to engage in policy 
dialogue and has accepted assistance to stabilize its economy and accelerate its reforms. However, it has 
not made a determined effort to coordinate development partners, allowing for a fragmented 
institutional set-up—perhaps as an acknowledgement of the type of financing126 and the magnitude of 
resources offered, where India is clearly the dominant actor and is treated through bilateral mechanisms. 
This set-up can cause some confusion, particularly in discerning development partner interest and ability 
to respond to government needs. Nevertheless, the government has been able to avoid duplication in 
development partner support and to largely achieve complementarity where several development 
partners have populated the same sectors. 
 
155. Unlike DMCs with a large set of development partner projects, Bhutan avoids dedicated project 
management units that are heavily staffed by nongovernment staff moving from project to project across 
ministries. This has led to ADB projects increasing institutional capacity, even if this is frayed by persistent 

                                                 
 
125 ADB. 2017. Final Project-wise Minutes of Tripartite Portfolio Review Meeting. Thimphu.  
126 ADB and World Bank support is channeled Ministry of Finance, while other multilateral organizations and bilateral organizations are oriented 

to the Gross National Happiness Commission. 
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turnover of staff. The project management approach of government has created some challenges. It has 
stretched key staff, who often have other duties beyond the projects—ADB and other external—they are 
managing. This in turn limits the project load that can be sensibly placed on government institutions. 
 
156. Government agencies managing ADB-financed projects have worked with ADB, particularly in 
annual tripartite meetings, to find ways to increase project management performance. They have sought 
to undertake project readiness measures that can expedite project approval, signing, and effectiveness 
(e.g., establishing project management units and/or project implementation units, and preparing 
contracts). They have also urged ADB to provide additional training on ADB procedures for new staff 
engaged in projects. 
 
G. Overall Assessment 
 
157. ADB has shaped its Bhutan program in response to national aspirations to achieve economic 
growth, expand connectivity infrastructure, and address the quality of life in rapidly growing urban 
centers. Its focus on energy, transport, and urban development exhibits continuity with earlier CPS 
periods. It also carried over from the previous CPS policy-based support in PSM and finance so as to 
ensure macroeconomic stability, and used TA to help government meet policy actions as well as related 
financial management reforms. A less coherent effort was seen in ADB’s support to agriculture and rural 
development reforms, where TA was not well targeted institutionally, a key project was more urban 
focused that its designation would imply, and the effort to spur agribusiness was narrow and risky when 
standing alone. Toward the end of the CPS, ADB responded to the government’s need for greater 
emphasis on social sectors by quickly designing a health sector development program and a skills 
development project.  
 
158. Seen as a whole, the ADB program emphasizes the urban centers and the western and southern 
(border) areas of the country. This is where the population is growing and where economic opportunities 
are most evident. This orientation, however, may limit ADB’s potential contribution to redress regional 
imbalances. 
 
159. The validation assesses the ADB program performance successful on the borderline (score 
of 1.6).127 The rating combines the individual sector program ratings of relevant, effective, less than 
efficient, satisfactory development impact, and less than likely sustainable results (Table 9) with the 
rating of cross-sector CPS objectives of relevant and satisfactory in terms of development impact 
(Table 10).  
 
  

                                                 
 
127 As per the 2015 guidelines for the preparation of CPS final reviews (footnote 6), the rating of successful on the borderline is provided if the 

overall rating falls between 1.6 and 1.75, which is equivalent to 3 of the 5 criteria assessments being satisfactory (1.2 points), and two less 
than satisfactory (0.4 points), if no weighed sector assessment ratings are provided. This nomenclature will now be used in the executive 
summary as well. 
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Table 9: Program (Sector Emphasis) Ratings Comparison between the Country Partnership Strategy 
Final Review and Validation 

Evaluation 
Criteria 

CPSFR 
Ratings 

Validation  
Ratings Reasons for Rating Deviations 

Relevance Relevant Relevant  
Effectiveness Effective Effective  

Efficiency Efficient Less than 
efficient 

Frequency of delays in project implementation 

Sustainability Likely Less than likely Insufficient attention to operational and 
maintenance concerns 

Development 
impact 

Highly 
satisfactory 

Satisfactory Partial achievement against country development 
goals and incompleteness of some reforms 

Overall rating Successful Successful on 
the borderline 

Above deviations reduce the rating to successful 
on the borderline 

ADB performance Satisfactory Satisfactory  
Borrower 
performance 

Satisfactory Satisfactory  

CPSFR Quality  Satisfactory  
ADB = Asian Development Bank, CPSFR = country partnership strategy final review.  
Source: Validation assessment. 
 

Table 10: Overall Score of ADB Program (Sector Emphasis) and Country Partnership Strategy Objectives 

Item Relevance Effectiveness Efficiency Sustainability 
Development 

Impacts Overall 
Overall sector 
program  

2.0 2.0 1.0 1.0 2.0 1.6 

CPS objectives 2.0    2.0  
Weighted 

score  
2.0 2.0 1.0 1.0 2.0 1.6 

CPS = country partnership strategy. 
Source: Validation assessment. 

 
H. Assessment of Country Partnership Strategy Final Review Quality 
 
160. The validation assessed the quality of the CPS final review satisfactory. The final review was 
prepared with the assistance of a consultant, and resulted in rich description of context and ADB 
operations. The draft received by IED could have been further polished. Moreover, government 
counterparts could have been encouraged to provide direct comment on the draft. 
 
161. With regard to content, the CPS final review is systematic and covers the main areas and criteria 
required in ADB guidance for a CPS final review. It is rightly critical of some aspects of the CPS, e.g., the 
results framework, which impeded proper assessment and accountability of the ADB program. The final 
review employed data well in many cases but left significant gaps. It is quite thorough in presenting 
project results of completed projects as well as progress and prospects in ongoing projects. It is candid 
about shortcomings in implementation efficiency but takes a lighter view of these in its conclusion on 
the efficiency of the overall ADB program. 
 
 
 
 



 

 
 

 

CHAPTER 3 

Key Issues, Lessons Learned,  
and Recommendations 
 
 
162. Following a decade of sustained economic growth, Bhutan is now a lower middle-income 
country, but its economy is still in transition and structural challenges remain. The country’s public debt 
is high, reaching 100% of GDP in 2018, up from less than 35% in 2014. Investments in hydro power have 
largely driven this spike. If adequately managed, increased hydro power revenues will continue to support 
economic growth.128 This will depend in great part on the successful establishment of a stabilization fund 
and the adoption of strong rules governing its operations. Prudent fiscal management will also play an 
important role in ensuring macrofinancial stability. 
 
163. Bhutan faces the same pitfalls as other countries rich in natural resources. The hydro power 
subsector contributes only marginally to job creation. Bhutan’s overall unemployment rate is still low 
(2.4% in 2017) but youth unemployment stands at 10.0%. This is driven in part by the preference of 
educated young people for jobs in the public sector.129 The country’s underdeveloped private sector is a 
major source of concern as it is unable to absorb new labor market entrants. Bhutan is also a small 
landlocked country with limited access to external markets. Economic diversification and PSD will require 
sustained and deliberate efforts to overcome the specific challenges it faces. 
 
164. Regional imbalances could intensify in the medium term. The poverty rate is currently 0.8% in 
urban centers, which is in contrast to 12.0% in rural areas where the majority of the population still lives. 
Yet, rapid urbanization is gradually shifting the focus to urban centers as policy makers seek to address 
challenges posed by growing cities. Informal employment is also endemic, particularly in rural areas.130 
As Bhutan continues its transition to a middle-income economy, rural and informal workers are at a high 
risk of being left behind. 
 
A. Key Issues 
 
165. The CPS final review notes that ADB needs to find a balance between its rules and regulation and 
accommodating country needs and local innovation, particularly on procurement. Additionally, 
it emphasizes that implementation of the country program should be monitorable, effectively aligning 
project and sector outcomes. The validation expands on the final review’s observations and identifies key 
issues to take into consideration in preparing the next CPS, 2019–2023. 
 
166. The absence of a deliberate strategy to support economic diversification limited the reach of 
ADB’s program. ADB supported macro-level interventions, particularly to improve macrofinancial stability 
and access to finance. It also provided some targeted support to promote small-scale entrepreneurship 
(e.g., CSIs) but on a smaller scale. Constraints to economic diversification are multiple and require support 
across a range of sectors and through different levels of intervention combining macro and micro 

                                                 
 
128 Bhutan remains highly dependent on India and is often a price taker when it comes to negotiating terms and pricing of its hydro power exports. 
129 Many opt to queue for public sector jobs instead of taking up a private sector job. World Bank. 2016. Bhutan’s Labor Market: Toward Gainful 

Quality Employment for All. Washington, DC. 
130 The World Bank estimates that it accounts for about 80% of employment. 
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elements. Efforts to diversify the economy cannot be sustained without accompanying PSM and finance 
reforms that strengthen governance. The previous CPS failed to explicitly clarify how ADB’s interventions 
would complement one another to promote economic diversification. 
 
167. In face of growing social stressors (e.g., increasing urbanization and rising youth unemployment), 
ADB’s support to social sectors came in late in the CPS period, thus limiting gains in its inclusive economic 
growth agenda. The civil service, for example, is facing mounting pressure to absorb young graduates as 
opportunities in the private sector are limited. Hydro power revenues will increase steadily in years to 
come with the commissioning of new power plants. It will be important to ensure these revenues are 
managed prudently and do not contribute to excessive growth of public spending. The government is 
seeking to establish a stabilization fund to this end. Novel solutions may need to be sought in the longer 
term (e.g., universal basic income, social protection measures). 
 
168. ADB’s program could have better anticipated the growing role of local governments. ADB could 
take bolder steps in this area, particularly by recognizing the growing role local government will play. 
This will require new approaches to ADB programming and for the implementation of policies and 
programs. Yet, capacity of local governments remains low. Mapping constraints to greater engagement 
with local governments and devising promising approaches in line with the country’s decentralization 
policies will be needed. 
 
169. Without a fully-fledged resident mission, it will be difficult to improve portfolio performance and 
engage in new areas. The resident mission, which was established in 2014, can help to strengthen policy 
dialogue and envisage new operations (e.g., at the local level, towards the eastern part of the country). 
ADB is the second-largest development partner in Bhutan and as such has an important role to play. 
The presence of a resident mission can also help to improve monitoring of operations and address 
potential issues more swiftly. 
 
B. Lessons Learned 
 
170. The CPS final review offers several lessons. It notes that Bhutan’s success has come from the 
government’s commitment to good governance, the preservation of its rich cultural traditions, and social 
cohesion. ADB programs have historically made valuable contributions to the country’s objectives by 
aligning with these values. ADB’s strategic continuity has enabled it to achieve reforms that need time 
to take root. Adjustments are nonetheless required to combine economic growth with social equity, 
hence the expansion into skills and health projects in 2018. The validation expands on the final review’s 
observations in the lessons outlined below. 
 
171. Continued reforms and new policies are necessary to support the transition towards middle-
income status. Bhutan has welcomed reforms and capacity development efforts financed by ADB. These 
interventions have contributed to deepening the country’s finance sector. More reforms are now needed 
to address remaining vulnerabilities (e.g., housing sector lending, overall debt level). A 10-year capital 
market master plan has been approved by the government. So far it is being used as a broad menu to 
guide reforms rather than as a strict plan. The favorable stance of the government towards reforms could 
open the possibility of further ADB support in the PSM subsector. 
 
172. The absence of spatial analyses affects the regional balance of the ADB program. The pattern of 
ADB support appears to emphasize urban challenges, which are found largely in the western part of the 
country. There is no apparent spatial analysis of the ADB program (e.g., in the sector assessments131 or 

                                                 
 
131 Sector assessments, including surveys of markets the Bhutanese industry could target and an evaluation of interventions aimed 

at attracting foreign direct investment and promoting technology transfers, could be particularly informative. An assessment of 
the government’s role in the economy, e.g., through state-owned enterprises, could also be useful. 
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project documents). Even the recent social sector projects (health and education) do not seem to have in 
their documentation a sound analysis of their reach in terms of regions or poverty groups. ADB could 
make a contribution toward balancing government service delivery across districts to ensure that citizens 
have amenities comparable to those in more urban areas. 
 
C. Recommendations to ADB 
 
173. Three recommendations are offered in the CPS final review, relating to the need to support urban 
planning, learn about the local contracting industry with a view to supporting it more intensively, and 
support a fellow program for mid-level government staff in executing and implementing agencies. 
These are sensible recommendations, in large part supported by the observations and lessons put 
forward in this validation. To these recommendations, the validation adds others to fully address its 
findings. ADB should consider the following actions in anticipation of the new CPS, 2019–2023: 
 

1. Strategic Recommendations of the Validation 
 

(i) Develop a well-articulated strategy to support the country’s economic diversification 
objectives. The CPS, 2014–2018 emphasized long-term structural interventions aimed at 
improving the business environment. While support in this area is still needed, the 
upcoming CPS should provide a better mix of interventions, particularly direct support to 
economic diversification initiatives (including NSOs).132 

(ii) Provide continued support in finance and PSM, based on expressed demand, 
to strengthen and extend the governance framework and governance reforms already 
under way. 

(iii) Intensify analytical work on the anticipated social stresses that a skewed economic 
growth will present. These could pertain to the stabilization fund, basic income, social 
protection, rural development, and other areas relevant to the Bhutan context. 

 
2. Operational Recommendations of the Validation 

 
(i) Undertake a local government sector assessment (ideally with other development 

partners) as part of the new CPS, or soon thereafter. This will be essential to support the 
country’s decentralization efforts. 

(ii) Accelerate the establishment of a fully functioning BHRM. This can help to further 
strengthen policy dialogue, design, and monitoring, particularly through the delegation 
of new projects and selected TA.  

                                                 
 
132 Many of the recommendations set in the 2013 country diagnostic study are still valid. Examples from small island economies which face similar 

challenges to Bhutan, as well as from other resource-rich countries, such as Kazakhstan or Azerbaijan, might be useful. They suggest that 
Bhutan could do more to build on its comparative advantages, including cheap electricity. (ADB, AusAID, and JICA. 2013. Country Diagnostics 
Studies: Bhutan Critical Development Constraints. Manila; Asian Development Bank. 2018. Kazakhstan: Accelerating Economic Diversification. 
Manila; IED. 2019. Country Assistance Program Evaluation for Azerbaijan. Manila.) 
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APPENDIX 1: ADB COUNTRY LENDING PORTFOLIO: BHUTAN COUNTRY PARTNERSHIP STRATEGY,  
2014–2018 

Table A1.1: List of Loans, Grants, and Technical Assistance Approved During Country Partnership Strategy Period 

No. 
Loan/Grant/  
TA Number Project Name 

Approval 
Date 

Closing 
Date 

 Total ADB 
Financing  

($)  Sector 
PCR/TCR, IED 

Rating 
1 L-3668 Phuentsholing Township Development Project 

(formerly Amochhu Land Development and 
Township Project) 

5 Jun 18 31 Dec 25 28,740,000 ANR, WUS 
 

  GR-0573   
  

24,260,000     

2 TA 8623 Adapting to Climate Change through Integrated 
Water Resources Management 

28 Feb 14 30 Sep 16 1,750,000 ANR S 

3 TA 9270 Enhancing Competitiveness of High-Value 
Agriculture and Artisan Products Value Chains 

9 Dec 16 31 Dec 19 500,000 ANR   

4 TA 9140 Amochhu Land Development and Township Project 22 Jul 16 30 Jun 18 500,000 ANR, WUS 
 

5 TA 8550 Inclusive Business Support-Inclusive Hazelnut Value 
Chain (PSOD) 

11 Jun 15 31 May 15 196,020 ANR   

6 TA 9092 Climate-Resilient Hazelnut Value Chain (PSOD) 11 Apr 16 15 Oct 19 1,300,000 ANR   
7 I 7449 Mountain Hazelnuts Group Limited (Hazelnut Value 

Chain Development) 
11 Jun 15 

 
3,000,000 ANR   

      Subtotal 
  

60,246,020 
 

  
8 TA 8712 Institutional Strengthening for Skills Development 1 Sep 14 31 Aug 16 750,000 EDU S 
9 TA 9281 Education and Skills Development Project 15 Dec 16 31 Dec 18 925,000 EDU   
10 GR-0596 Skills Training and Education Pathways Upgradation 

Project 
30 Aug 18 31 Oct 23 15,000,000 EDU 

 

      Subtotal 
  

16,675,000 
 

  
11 GR-0421 Second Green Power Development Project 15 Dec 14 30 Jun 20 25,250,000 ENE   
  L-3225 

   
70,000,000 

  

  L-3226 
   

25,250,000 
  

  TA 8791 Acceleration of Hydropower Trading Development 15 Dec 14 31 May 18 1,000,000     

12 TA 8630 Promoting Clean Energy Development in Bhutan 31 Mar 14 30 Jun 19 5,674,265 ENE 
 

13 TA 9005 South Asia Subregional Economic Cooperation 
Green Power Investment Program 

3 Dec 15 30 Apr 18 1,500,000 ENE   

      Subtotal 
  

128,674,265 
 

  
14 TA 9352 Preparing the Health Sector Development Program 10 Aug 17 30 Sep 18 500,000 HLT 

 

15 GR-0645 Health Sector Development Program 5 Oct 18 31 Aug 23 14,000,000 HLT   
 GR-0616  5 Oct 18 28 Feb 24 6,000,000 HLT  
      Subtotal 

  
20,500,000     
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No. 
Loan/Grant/  
TA Number Project Name 

Approval 
Date 

Closing 
Date 

 Total ADB 
Financing  

($)  Sector 
PCR/TCR, IED 

Rating 
16 GR-0431 Strengthening Economic Management Program II 2 Jun 15 31 Dec 16 16,100,000 PSM, FIN S 
  L-3258 

 
2 Jun 15 30 Jun 17 20,100,000 

  

  TA 8901 Supporting Implementation of Strengthening 
Economic Management Program II 

2 Jun 15 30 Jun 17 1,310,000   

17 TA 8770 Development of Non-Energy Private Sector Projects 21 Nov 14 31 Aug 16 225,000 IND S 
18 TA 9016 Decentralized Coordination and Partnerships for 

Gender Equality Results 
9 Dec 15 16 Jan 19 1,500,000 PSM   

      Subtotal 
  

39,235,000 
 

  
19 GR-0400 South Asia Subregional Economic Cooperation Road 

Connectivity Project 
31 Jul 14 31 Dec 19 18,960,000 TRA   

  L-3149   
  

31,390,000     
20 GR-0484 Air Transport Connectivity Enhancement Project-

Additional Financing 
29 Jun 16 31 Dec 20 4,000,000 TRA 

 

21 GR-0499 Thimphu Road Improvement Project 29 Sep 16 30 Jun 20 4,260,000 TRA   
22 TA 8708 South Asia Subregional Economic Cooperation 

Transport, Trade Facilitation and Logistics Project 
27 Aug 14 30 Nov 16 1,000,000 TRA, IND 

 

23 GR-0492 South Asia Subregional Economic Cooperation 
Transport, Trade Facilitation and Logistics Project 

31 Aug 16 30 Jun 22 5,000,000 TRA, IND   

  L-3421   
  

14,610,000     
      Subtotal 

  
79,220,000     

24 L-3674 Secondary Towns Urban Development Project 18 Jun 18 31 Jan 24 10,000,000 WUS   
      Subtotal 

  
10,000,000     

  Total       354,550,285     

ADB = Asian Development Bank; ANR = agriculture, natural resources, and rural development; EDU = education; ENE = energy; FIN = finance; GR = grant; HLT = health; IED = 
Independent Evaluation Department; IND = industry and trade; L = loan; No. = number; PCR = project completion report; PSM = public sector management; PSOD = Private Sector 
Operations Department; TA = technical assistance; TCR = technical assistance completion report; TRA = transport; WUS = water and other urban infrastructure and services. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 

  



ADB Country Lending Portfolio: Bhutan CPS, 2014–2018 49 
 

 

 

Table A1.2: List of Loans, Grants, and Technical Assistance Approved Before Country Partnership Strategy Period and Ongoing During Country 
Partnership Strategy Period 

No. 
Loan/Grant/  
TA Number Project Name 

Approval 
Date Closing Date 

 Total ADB 
Financing  

($)  Sector 
PCR/TCR, IED 
Assessment 

1 GR-0228 Rural Renewable Energy Development Project 29 Oct 10 31 Dec 17 21,590,000  ENE   
      Subtotal 

  
21,590,000      

2 GR-0098 South Asia Subregional Economic Cooperation 
Information Highway Project: REG (BHU)  

17 Dec 07 31 Dec 17 4,700,000  ICT   

      Subtotal 
  

4,700,000      
3 TA 8229 Enhancing Development Management for 

Sustainable and Inclusive Growth 
28 Nov 12 31 Dec 19 1,725,000  PSM   

      Subtotal 
  

1,725,000      
4 GR-0295 Air Transport Connectivity Enhancement Project 21 Jun 12 21 Dec 18 6,920,000  TRA   
      Subtotal 

  
6,920,000      

5 TA 8551 Improved Urban Environmental Infrastructure Project 12 Dec 13 31 Dec 17 1,000,000  WUS   
6 L-2816 Urban Infrastructure Project 29 Nov 11 30 Jun 20 19,870,000  WUS, TRA 

 

      Subtotal   
 

20,870,000      
  Total       55,805,000      

ADB = Asian Development Bank, BHU = Bhutan, ENE = energy, GR = grant, ICT = information and communications technology, IED = Independent Evaluation Department, L = loan, No. = 
number, PCR = project completion report, PSM = public sector management, REG = regional, TA = technical assistance, TCR = technical assistance completion report, TRA = transport, WUS = 
water and other urban infrastructure and services. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 
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Table A1.3: List of Loans, Grants, and Technical Assistance Approved Before the Country Partnership Strategy Period but Closed During Country 

Partnership Strategy Period 

No. 
Loan/Grant/  
TA Number Project Name 

Approval 
Date Closing Date 

 Total ADB 
Financing  

($)  Sector 

PCR/TCR, 
IED 

Assessment 
1 GR-9146 Farm Roads to Support Poor Farmers' Livelihoods 14 Jul 10 31 Aug 15 3,000,000  ANR S 
      Subtotal 

  
3,000,000      

2 GR-9149 Upgrading Schools and Integrated Disaster Education 
(UPSIDE) Project 

12 Aug 10 18 Mar 14 3,000,000  EDU 
 

      Subtotal 
  

3,000,000      
3 GR-0119  Green Power Development Project 29 Oct 08 28 Feb 14 25,280,000  ENE HS, S 
  GR-0141 

 
26 Dec 08 2 Apr 14 1,000,000  

  

  L-2463 
 

29 Oct 08 2 Apr 14 51,000,000  
  

  L-2464 
 

29 Oct 08 2 Apr 14 29,000,000  
  

  L-3034 Green Power Development Project - Additional Financing 30 Sep 13 28 Jul 15 39,000,000  
  

  TA 7157 Promotion of Clean Power Export Development 29 Oct 08 31 Dec 12       
4 TA 7887 Green Power Development Project II 10 Oct 11 12 Dec 14 1,000,000  ENE | IND 

 

      Subtotal 
  

146,280,000      
5 TA 8280 Capital Market Development 14 Dec 12 30 Jun 17 1,250,000  FIN S 
      Subtotal 

  
1,250,000      

6 TA 8418 Piloting the Design of e-Services Delivery Platform in 
Health Services 

2 Aug 13 31 Dec 14 225,000  ICT | HLT S 

      Subtotal 
  

225,000      
7 GR-9155 Advancing Economic Opportunities of Women and Girls 4 Feb 11 31 Dec 14 1,950,000  Multisector HS 
      Subtotal 

  
1,950,000      

8 TA 7724 Strengthening Public Management 15 Dec 10 31 Dec 14 850,000  PSM S 
9 TA 7723 Strengthening Audit Resource Management 13 Dec 10 30 Oct 14 675,000  PSM S 
10 TA 7881 Developing a Revenue Administration Management 

Information System 
06 Oct 11 18 Dec 17 1,150,000  PSM S 

11 L-2955  South Asia Subregional Economic Cooperation Trade 
Facilitation Program (SF) (BHU) 

29 Nov 12 15 Nov 15 8,340,000  IND S, S 

  GR-0321   
  

3,330,000    
12 TA 8437 Supporting Participation in the South Asia Subregional 

Economic Cooperation Trade Facilitation Program 
20 Aug 13 31 Dec 17 1,500,000  IND S 

13 GR-0338 Strengthening Economic Management Program 21 Mar 13 30 Sep 14 20,810,000  PSM, FIN S, S 
  L-2994 

 
21 Mar 13 23 Jul 14 14,190,000  

  

      Subtotal 
  

50,845,000      
14 GR-0174 Road Network Project II 10 Nov 09 30 Jun 16 38,760,000  TRA   
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No. 
Loan/Grant/  
TA Number Project Name 

Approval 
Date Closing Date 

 Total ADB 
Financing  

($)  Sector 

PCR/TCR, 
IED 

Assessment 
  TA 7374 Capacity Building of the Department of Roads (Attached 

to Grant 39225-02) 
10 Nov 09 13 Dec 12       

15 TA 7945 Strengthening Air Transport Regulatory and Operational 
Performance 

5 Dec 11 31 Dec 17 300,000  TRA 
 

16 REG TA 
8027 

Bhutan and Nepal: South Asia Road Safety Programs, 
Phase 1 

14 Dec 11 24 Nov 14 700,000  TRA, PSM S 
 

    Subtotal 
  

39,060,000      
17 L-2258 Urban Infrastructure Development 27 Sep 06 31 Aug 16 24,600,000  WUS, TRA  S, S 
  TA 4844 Capacity Building for Urban Municipal Planning and 

Governance 
27 Sep 06 31 Jul 10 

   

      Subtotal 
  

24,600,000      
  Total   

  
270,210,000      

ADB = Asian Development Bank; ANR = agriculture, natural resources, and rural development; CAREC = Central Asia Regional Economic Cooperation; EDU = education; ENE = energy; 
FIN = finance; GR = grant; HLT = health; HS = highly successful; ICT = information and communications technology; IED = Independent Evaluation Department; IND = industry and 
trade; L = loan; No. = number; PCR = project completion report; PSM = public sector management; S = successful; SF = special fund; TA = technical assistance; TCR = technical 
assistance completion report; TRA = transport; WUS = water and other urban infrastructure and services. 
a Data based on project data sheet as of 30 September 2018. 
Note: Numbers may not sum precisely because of rounding. 
Source: ADB’s Loan, TA, Grant, and Equity Approvals database. 

 
 
 
 
 
 
 
 
 
 
 
 
  
 



 

 
 

 

APPENDIX 2: DELAYS AND EXTENSIONS IN LOAN AND GRANT OPERATIONS – BHUTAN  

 
Loan/Grant/  
TA Number 

Project 
Approval 

Date 
Original 
Closing 

Revised 
Closing 

Extensions/ 
Cancellation/ 
Challenges Notes 

GR-9146 Farm Roads to Support Poor 
Farmers' Livelihoods 

14 Jul 2010 13 Jan 2014 31 Aug 2015 1 extension:  
6 months 

Redesign of roads because of unforeseen 
need for bridge 

TA 8623 Adapting to Climate Change 
through Integrated Water 
Resources Management 

28 Feb 2014 31 Dec 2015 30 Jun 2016 1 extension:  
6 months 

 

GR-0174 Road Network Project II 10 Nov 2009 30 Jun 2015 30 Jun 2016 1 extension:  
12 months 

 

L-3149 South Asia Subregional 
Economic Cooperation Road 
Connectivity Project 

31 Jul 2014 31 Jan 2019 21 Jan 2018 Cancellation of loan 
in January 2018 

The government deferred project 
implementation for security reasons. Grant 
portion slowed by land acquisition issue 

GR-0492 
L-3421 

South Asia Subregional 
Economic Cooperation 
Transport, Trade Facilitation and 
Logistics Project 

31 Aug 2016 30 Jun 2022  No disbursement 
yet; extension likely 

needed 

Contractor changed for lack of performance 
on Pasakha access road 

L-2816 Urban Infrastructure Project 29 Nov 2011 14 Aug 2018 30 Jun 2020 1 extension:  
28 months 

Procurement issues led to retendering of 
waste water treatment plant in Thimphu 
and bridge in Phuentsholing. 

GR-0141 
L-2463 
L-2464 
GR-0119 

Green Power Development 
Project 

26 Dec 2008 
 
 

29 Oct 2009 

31 Dec 2013 
 
 

31 Dec 2013 

02 Apr 2014 
 
 

28 Feb 2015 

  

L-3034 Green Power Development 
Project – Additional Financing 

30 Sep 2013 31 Dec 2014 28 Jul 2015 1 extension:  
7 months 

(and additional loan 
L3034) 

Financial irregularities of contractor. 
Unexpected geotechnical issues arising 
during construction 

GR-0421 
L-3225 
L-3226 

Second Green Power 
Development Project 

15 Dec 2014 30 Jun 2020  Excavation work is 
slow; extension 

likely needed 

Liquidity problems of contractor, leading to 
unsuitable equipment use. 

GR-9155 Advancing Economic 
Opportunities of Women and 
Girls 

04 Feb 2011 13 Jan 2014 24 Jul 2015 1 extension:  
8 months 

Self-help groups need more time to show 
production. 

ANR = agriculture, natural resources, and rural development; ENE = energy; GR = grant; IED = Independent Evaluation Department; L = loan; TA = technical assistance; TRA = 
transport; WUS = water and other urban infrastructure and services. 
Source: IED validation team. 


	Front cover.pdf
	CHAPTER 1
	A.  Validation Purpose and Rationale
	B.  Country Context
	C. Government Development Plans in the Context of the Country Partnership Strategy, 2014–2018
	D. Country Partnership Strategy and ADB Portfolio

	CHAPTER 2
	A. Relevance
	B. Effectiveness
	C. Efficiency
	D. Sustainability
	E. Development Impacts
	F. ADB and Borrower Performance
	G. Overall Assessment
	H. Assessment of Country Partnership Strategy Final Review Quality

	CHAPTER 3
	A. Key Issues
	B. Lessons Learned
	C. Recommendations to ADB

	APPENDIX 1: ADB Country Lending Portfolio: Bhutan Country Partnership Strategy,  2014–2018
	APPENDIX 2: Delays and Extensions in Loan and Grant Operations – Bhutan



