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COUNTRY AT A GLANCE 
 

Economic
a
 2010 2011 2012 2013

b
 2014

b
 

GDP ($ billion, current) 1.43 1.75 1.84 1.92 2.01 
GDP per capita ($, current) 2,059.72 2,467.01 2,558.32 2,620.61 2,694.79 
GDP growth (%, in constant prices) 9.28 10.06 6.51 5.17 6.00 

Agriculture  1.74 1.64 2.93 2.62 1.83 
Industry  8.05 8.02 3.48 4.97 7.62 
Services  12.67 13.66 8.03 3.79 5.78 

Gross domestic capital formation (% of GDP) 54.04 63.52 64.93 … … 
Gross domestic saving (% of GDP)   31.52 34.78 37.49 … … 
Consumer price index (annual % change) 4.80 8.56 10.15 8.56 10.22 
Liquidity (M2) (annual % change) 30.09 21.21 (1.02) 18.61 … 
Overall fiscal surplus (deficit) (% of GDP) 1.65  (2.11) (1.12) (0.91) (3.61) 
Merchandise trade balance (% of GDP) (18.80) (26.31) (21.45) (18.45) (20.30) 
Current account balance (% of GDP) (22.23) (29.82) (21.34) (23.62) (28.62) 
External debt service (% of exports of goods and services) 30.70  51.70 127.10  215.60 … 
External debt (% of GDP) 61.90  77.22  77.17  90.10 … 
      

Poverty and Social 2000 Latest Year
c
   

Population (million) 0.60 [2000] 0.73 [2013]   
Population growth (annual % change)  1.30 [2000] 1.75 [2012]   
Maternal mortality ratio (per 100,000 live births) 430.00 [2000] 180.00 [2010]   
Infant mortality rate (below 1 year/per 1,000 live births)  59.40 [2000] 35.70 [2012]   
Life expectancy at birth (years) 60.29 [2000] 67.46 [2011]   
Adult literacy (%)  … 52.81 [2005]   
Primary school gross enrollment (%)  72.00 [2000] 116.00 [2013]   
Child malnutrition (% below 5 years old)  14.10 [1999] 12.80 [2010]   
Population below poverty line (%) 31.70 [2003] 12.00 [2012]   
Population with access to safe water (%)  86.10 [2000] 97.20 [2011]   
Population with access to improved sanitation (%)  38.70 [2000] 45.20 [2011]   
      

Environment Latest Year
c
   

Carbon dioxide emissions (thousand metric tons)  476.71 [2010]   
Carbon dioxide emissions per capita (metric tons)  0.66 [2010]   
Forest area (million hectares)  3.26 [2011]   
Urban population (% of total population)  33.65 [2012]   

 
ADB Portfolio (sovereign loans and grants, as of 31 December 2013) 

OCR ADF Total 

Total number of loans and grants 1 14 15 
Net loan amount ($ million, cumulative) 51.00 266.89 317.89 
Disbursements    

Total funds available for withdrawal ($ million) 51.00 266.89 317.89 
Disbursed amount ($ million, cumulative) 51.00 151.82 202.82 
Percentage disbursed (disbursed amount/total available) 100.00 56.88 63.80 
    

… = not available, ( ) = negative, [ ] = latest year for which data are available, ADB = Asian Development Bank, ADF 
= Asian Development Fund, GDP = gross domestic product, M2 = broad money, OCR = ordinary capital resources.  
a  

Fiscal year, ending 30 June. 
b  

ADB’s preliminary estimates for 2013 and projections for 2014. 
c
  Latest year for which data are available. 

Sources: ADB staff estimates; Government of Bhutan; ADB. Statistical Database System 
(https://sdbs.adb.org/sdbs/index.jsp, accessed on 14 February 2014); Government of Bhutan, Ministry of Education. 
2013. Annual Education Statistics 2013. Thimphu; National Statistics Bureau of Bhutan. 2013. Statistical Yearbook of 
Bhutan 2013. Thimphu; Royal Monetary Authority of Bhutan. 2013. Annual Report 2011/12. Thimphu; Royal 
Monetary Authority of Bhutan. 2014. Annual Report 2012/13. Thimphu; World Bank. World Development Indicators 

database (http://data.worldbank.org/data-catalog/world-development-indicators, accessed on 13 February 2014). 

https://sdbs.adb.org/sdbs/index.jsp
http://data.worldbank.org/data-catalog/world-development-indicators


 

 

I. DEVELOPMENT TRENDS AND ISSUES 

A. Country Background 

1. Political developments. Bhutan shifted from a political system based on an absolute 
monarchy to become a democratic constitutional monarchy in 2008. Under its new system, the 
country’s parliament comprises the Druk Gyalpo (the king), a national council (upper house), 
and a national assembly (lower house). A general election for the national assembly was held 
for the second time in 2013. The People’s Democratic Party, the opposition party during the first 
democratically elected parliament, won 32 of the 47 seats and formed a new government. The 
transfer of power was undertaken smoothly, signifying another step forward in the development 
of the country’s democracy.  
  
2. Poverty reduction and social development. Bhutan’s high average annual economic 
growth rate of 7.4% during the 10th five-year plan period (2008–2013) allowed it to achieve 
remarkable poverty reduction. The poverty rate dropped from 23.2% in 2007 to 12.0% in 2012, 
surpassing the plan’s target of 15%.1 The country also continues to make good progress and 
remains on track to achieve most of the Millennium Development Goals and targets.2 Among 
the areas in which it has made major headway are those critical to gender equality and the well-
being of women. It has brought about almost equal participation of boys and girls in primary and 
secondary education and a steady decline in the maternal mortality ratio. 3  However, child 
malnutrition, gender equity in tertiary education, and youth unemployment need more attention.  

 
3. Development challenges. Despite the commendable socioeconomic gains, Bhutan 
urgently needs to broaden its economic base and make its growth more inclusive. Poverty has 
declined, but inequality has remained high. Bhutan’s economic growth has generated limited 
employment opportunities, since it has been driven mainly by the capital-intensive hydropower 
sector. Youth unemployment, about 7.3% in 2012, is a growing concern, and is particularly high 
among young women. Youth joblessness accounts for about half of total unemployment. 
Moreover, given that Bhutan is a small landlocked economy, it remains vulnerable to external 
shocks originating in neighboring countries to which its economy is closely tied.  

 
B. Economic Assessment and Outlook 

4. Economic performance. Bhutan’s economic growth declined to 5.2% in FY2013 from 
6.5% a year earlier.4 The slowdown reflected a continuation of credit and import restrictions 
imposed in 2012 to alleviate a balance of payment deficit with India that had resulted in an 
Indian rupee liquidity shortage. This problem was created by the economy’s rapid structural 
transformation, a buildup in public spending, inadequate liquidity management, and the effects 
of an underdeveloped financial sector that is largely dependent on the banking sector. Bhutan 
has avoided a hard landing by taking measures to address the issue, but Indian rupee liquidity 
still needs close monitoring and attention.5 Bhutan’s economic growth is expected to rebound to 

                                                
1
  See Poverty Analysis (Summary) (accessible from the list of linked documents in Appendix 2). 

2
  See Progress toward the Millennium Development Goals and Targets in Country and Portfolio Indicators 

(accessible from the list of linked documents in Appendix 2). Table 1. 
3
  See Gender Analysis (Summary) (accessible from the list of linked documents in Appendix 2). 

4
  See Economic Analysis (Summary) and Country Economic Indicators in Country and Portfolio Indicators. Table 2. 

Both are accessible from the list of linked documents in Appendix 2.  
5
  The Royal Monetary Authority has clarified that there should be no presumption of unlimited convertibility between 

the ngultrum and the Indian rupee. It has also made it mandatory that the banking system be used to settle Indian 
rupee transactions. In addition, it introduced policy rates and a base-rate system to improve liquidity management. 
To help undertake policy reforms to address Indian rupee liquidity issues, ADB provided a $35 million program loan 
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6.0% in FY2014, driven mainly by hydropower, tourism, and a boost from a government 
economic stimulus plan of Nu5 billion to be implemented over the 11th five-year plan period 
(2013─2018).  
 
5. Private sector development. While the government recognizes that private sector 
development is important for economic diversification and generating employment, the sector 
remains underdeveloped and dominated by micro, small, and medium-sized enterprises that are 
engaged in low-value, low-productivity investments.6 Key constraints to its development include 
(i) limited access to finance; (ii) inadequate infrastructure, particularly in transport; and (iii) a 
shortage of workers with appropriate skills and extensive mismatching in the labor market.  
 
C. Highlights of Previous ADB Country Strategy 

6. Strategic thrusts and priorities. The Asian Development Bank (ADB) prepared interim 
country partnership strategies (CPSs) for Bhutan for 2012–20137 and 20148 to bridge the gap 
until the next full CPS for 2014–2018 could be prepared to align with the government’s 11th five-
year plan. The interim CPSs extended the validity of the CPS for 2006–2010, as well as its 
strategic approach to ADB operations in the country.9 Their strategic thrusts were (i) assistance 
for programs and projects in core sectors, and (ii) capacity development in the operations 
sectors and for overall management of the development process. During 2006-2013, ADB 
focused its assistance on four sectors: energy; finance; transport, and information and 
communication technology; and water supply and other municipal infrastructure and services. 
 
7. Major achievements. All projects reviewed in ADB project completion reports during 
2006–2013 were rated successful. The major achievements of ADB assistance to the country 
include (i) enhanced rural electrification, contributing to the government’s ambitious target of 
providing electricity for all; (ii) the commercialization of the power sector; (iii) the preparation and 
application of a public–private partnership (PPP) model for hydropower projects; (iv) the 
implementation of the world’s first cross-border clean development mechanism; (v) improved 
rural connectivity; (vi) enhanced capacity development in road planning and management, road 
safety conditions, and road asset management; (vii) the development of urban infrastructure in 
two major cities, Thimphu and Phuentsholing; (viii) the establishment of a legal, regulatory, and 
institutional framework for the financial sector; and (ix) the development of capacity in debt 
management. 
 
8. Portfolio performance. Bhutan has managed to maintain a relatively good record in 
portfolio performance, despite some signs of deterioration. The contract award ratio improved 

                                                                                                                                                       
and grant in 2013. ADB is also providing technical assistance support to strengthen Bhutan’s macroeconomic 
monitoring system and financial sector regulation and supervision (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. Technical Assistance to the Kingdom of 
Bhutan for Supporting Financial Stability in Bhutan and the Maldives. Manila; ADB. 2012. Technical Assistance to 
the Kingdom of Bhutan for Enhancing Development Management for Sustainable and Inclusive Growth. Manila). 

For details, see Sector Assessment (Summary): Finance (accessible from the list of linked documents in Appendix 
2). 

6
  See Private Sector Assessment (Summary) (accessible from the list of linked documents in Appendix 2). 

7
  ADB. 2012. Interim Country Partnership Strategy: Bhutan, 2012–2013. Manila. 

8
  In the lead-up to the preparation of the CPS, 2014–2018, the interim CPS, 2014 was prepared to extend the 

validity of the interim CPS, 2012–2013 as a linked document of the country operations business plan, 2014–2016 
(ADB. 2014. Country Operations Business Plan: Bhutan, 2014–2016. Manila). The government’s 11th five-year 
plan was approved by the National Assembly in September 2013 (Government of Bhutan, Gross National 
Happiness Commission. 2013. Eleventh Five Year Plan, 2013–2018. Thimphu). 

9
  ADB. 2005. Country Strategy and Program: Bhutan, 2006–2010. Manila. 
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from 55% in 2011 to 59% in 2013, exceeding the respective ADB-wide averages of 26% and 
20% in these years.10 In contrast, the disbursement ratio decreased slightly from 28% in 2011 to 
26% in 2013, although these rates were better than the overall ADB averages of 20% in 2011 
and 19% in 2013. As of 31 December 2013, none of the 15 ongoing projects in Bhutan were 
rated problem projects, and only two were rated potential problem projects. 
 
9. CPS final review. ADB country operations and programs in Bhutan were rated 
successful by both a country assistance performance evaluation conducted in 2010 and the 
CPS final review validation report in 2013.11 The CPS final review and its validation report both 
stressed the need for (i) maintaining sector continuity, with sector priorities evolving to address 
the most relevant issues; (ii) continued support for private sector development to foster a more 
diversified economy; (iii) greater leveraging of resources; (iv) more emphasis on project 
readiness and strengthening of the capacity of counterpart agencies in procurement, safeguards, 
and financial management; (v) enhanced sustainability of ADB-supported operations; and (vi) 
improvement of results monitoring, with more emphasis on outcomes and sector performance. 
The validation report added its own recommendations, including (i) aligning the program with 
the government’s inclusive and environmentally sustainable growth agendas, (ii) helping to 
increase innovation in the economy by providing relevant knowledge products and advisory 
services, and (iii) implementing a skills development action plan on a sector basis. These 
recommendations were carefully taken into account in developing this CPS. 
 

II. THE COUNTRY STRATEGY 

A. Government National Strategy 

10. Development strategy. The objective of Bhutan’s 11th five-year plan, covering 2013–
2018, is “self-reliance and inclusive green socioeconomic development,” and the main strategic 
thrusts are on (i) inclusive social development, (ii) green accelerated economic development, 
and (iii) strategic infrastructure development (see Box).  
 
11. Alignment with the midterm review of Strategy 2020. The strategic thrusts of 
Bhutan’s 11th five-year plan are in line with the strategic priorities identified in the midterm 
review of Strategy 2020, particularly inclusive economic growth, environment and climate 
change, and infrastructure development. 12  Both also place importance on private sector 
development for promoting economic growth.     
 
12. Development coordination. The government organizes round table meetings, which 
serve as the formal coordination mechanism with its development partners. Two round table 
meetings were scheduled for the beginning and the middle of the 11th plan period. The first 
meeting was held in December 2013 to inform development partners of the country’s 
development strategies, priorities, and programs under the plan. This formal coordination 
process in Bhutan is complemented by regular consultations among the government and its 
development partners.13  
 

                                                
10

 The contract award and disbursement ratios are for sovereign loan and grant projects funded by ADB’s ordinary 
capital resources and Asian Development Fund. They exclude programs. 

11
  ADB. 2010. Country Assistance Program Evaluation: Bhutan. Manila; Country Partnership Strategy Final Review 
Validation (accessible from the list of linked documents in Appendix 2). 

12
 ADB. 2014. Midterm Review of Strategy 2020. Meeting the Challenges of a Transforming Asia and Pacific. Manila. 

13
  See Development Coordination Matrix in the Country and Portfolio Indicators (accessible from the list of linked 
documents in Appendix 2). Table 5. 
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Box: Bhutan’s Five-Year Plan, 2013–2018  
 
Bhutan’s 11th five-year plan aims to achieve “self-reliance and inclusive green socioeconomic 
development” by concentrating on the following objectives:  
 
(i) Self-reliance. The country will seek to achieve the ability to meet all national development needs, 

as articulated in the country’s five-year plans, by 2020. 
(ii) Inclusive social development. It will focus on reducing poverty and inequality by enhancing the 

standard of living and the quality of life of the most vulnerable sections of the society. 
(iii) Green development. It will seek to ensure carbon-neutral development at all times. 
 
To achieve its objectives, the plan incorporates the following strategic thrusts:  
 
(i) Inclusive social development. The focus is to reduce both income and multidimensional non-

income poverty further, address emerging social issues, and improve education and health 
outcomes. To ensure inclusive development, targeted efforts will be made through a number of 
key programs, such as the Rural Economy Advancement Program, the National Rehabilitation 
Program, the Local Government Empowerment Program, a special program for vulnerable 
groups, and education and health interventions. 

(ii) Accelerated green economic development. The plan emphasizes economic diversification and 
focuses on the development of sectors beyond the hydropower sector and fostering the growth of 
a dynamic private sector that catalyzes a transition to a green economy. Key attributes of a green 
economy are said to include low carbon emissions, efficient resource use, and socially inclusive 
economic growth and investments. The main programs for this thrust comprise an economic 
stimulus program, the Rapid Investment in Selected Enterprises Program, the optimization of 
opportunities generated by accelerated hydropower development for promoting local economic 
growth, and the creation of an enabling environment for investment. The rapid investment 
program will be a flagship undertaking aimed at accelerating economic growth and achieving self-
reliance. The program will form the cornerstone of the government’s diversification strategy and 
aim to develop non-hydropower sectors such as tourism, agro-processing, construction, small 
and cottage industries (including cultural industries), and manufacturing.  

(iii) Strategic infrastructure development. To complement efforts under the two other strategic 
thrusts, the third focuses on developing economic, social, and cultural infrastructure to ensure 
that development is spread equitably across the country. Some of the major planned activities are 
the development of infrastructure in the urban, transport, communication, and energy sectors, as 
well as economic infrastructure (such as dry ports and industrial estates) and social and cultural 
infrastructure (including education and health sector infrastructure).  

 
By following these strategic thrusts, the government aims to achieve an annual average economic growth 
rate of 10% or more over the 11th plan period and reduce poverty to less than 5% by 2018. 
 
Source: Government of Bhutan, Gross National Happiness Commission. 2013. Eleventh Five Year Plan, 2013–2018. 
Thimphu. 

 
B. ADB Country Strategy 

13. Guiding principles. The new CPS for 2014–2018 is based on four basic principles. It 
seeks to (i) respond to the country’s need to stimulate broad-based, inclusive, job-creating 
growth as it moves to upper middle-income country status; (ii) expand and incorporate lessons 
from past work that was done well; (iii) take advantage of ADB’s strengths and align with the 
strategic priorities identified in the midterm review of Strategy 2020; and (iv) ensure innovation 
and value addition.   
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14. Strategic pillars. The new CPS will support three strategic pillars: inclusive economic 
growth, environmentally sustainable growth, and regional cooperation and integration. Figure 1 
illustrates how ADB’s areas of engagement support the government’s 11th plan:  
  

(i) Inclusive economic growth. ADB will help create and expand economic 
opportunities—the first pillar of the inclusive economic growth framework—by 
continuing its support for the development of key infrastructure, particularly in the 
energy, transport, and urban sectors; by enhancing trade facilitation; and by 
improving the competitiveness and efficiency of the finance sector. To broaden 
access to economic opportunities and make the growth more inclusive (the 
second pillar), ADB will provide support to enhance national and cross-border 
connectivity, particularly in poorer parts of the country; improve urban 
infrastructure in regional growth centers; promote skills development; and 
increase agricultural productivity by improving irrigation management and 
agribusiness. To promote social protection (the third pillar), the government has a 
number of targeted programs under the inclusive social development thrust (see 
Box). ADB will assist in these efforts by supporting macro financial stability to 
create a stable economic environment, which will enable the government pursue 
its inclusive growth agenda and continue with its social protection programs. 
  

(ii) Environmental sustainability. ADB will support Bhutan’s efforts to increase 
hydropower generation, enhance renewable energy development, and promote 
energy efficiency. ADB assistance will help Bhutan better adapt to climate 
change and variability through integrated water resources management and 
environmentally sustainable urban development. Support for eco-friendly urban 
transport will help reduce reliance on fossil fuel imports. Consideration of 
environmental safeguards, disaster risks, and climate change will also be 
mainstreamed in the design and implementation of future operations. 

 
(iii) Regional cooperation and integration. Through its flagship South Asia 

Subregional Economic Cooperation program, ADB will provide assistance for 
enhancing connectivity, transit facilities and logistics, and trade facilitation to 
promote cross-border trade, thereby contributing to high economic growth and 
job creation. 14  ADB support for developing Bhutan’s hydropower and 
transmission network will enhance regional energy trade and energy security. 

                                                
14

  See Regional Cooperation and Integration Assessment (accessible from the list of linked documents in Appendix 
2). 
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Figure 1: Bhutan Country Partnership Strategy Framework 

 
ADB = Asian Development Bank. 
Sources: Asian Development Bank; Government of Bhutan, Gross National Happiness Commission. 2013. Eleventh Five Year Plan, 2013–2018. Thimphu. 
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15. Sector focus. In line with the recommendations of the CPS final review in 2013, the 
priority sectors of ADB lending operations under the new CPS will continue to be (i) energy, (ii) 
finance, (iii) transport, and (iv) water and other urban infrastructure and services.15 However, 
some shifts will occur in the areas of emphasis within each sector, in response to the changes in 
the country’s development needs. Sector priorities may also be adjusted during the course of 
the CPS to reflect such changes: 
 

(i) Energy. ADB’s program for Bhutan’s energy sector will continue to be based on 
four parallel but complementary approaches: (a) encouraging policy, institutional, 
and legal reforms to improve the commercial orientation and financial 
performance of power sector entities; (b) expanding the transmission and 
distribution network of electricity to be supplied inside and outside the country; (c) 
mobilizing investments in hydropower development through PPPs and/or by 
independent power producers; and (d) promoting renewable energy, such as the 
development of small and mini hydro, wind, solar, and biogas power generation 
to strategically enhance energy security and rural development. Efforts to 
generate jobs in the niche hydropower operations and maintenance segment will 
also be supported. 
 

(ii) Finance. ADB will continue to help enhance macro financial stability by 
strengthening the government’s capacity in macroeconomic and fiscal 
management and the capacity of the Royal Monetary Authority to regulate and 
supervise the financial sector (footnote 5).16 This will include help to develop 
prudential regulations to strengthen the banking and financial systems. To 
promote further development of the financial sector, assistance will continue to 
be provided to (a) develop a capital market master plan and establish a credit 
rating agency; and (b) deepen Bhutan’s equity and debt markets, enhance the 
pension and insurance sectors, and strengthen the associated regulatory 
capacities. ADB will continue its assistance to promote trade finance. It will also 
support innovations to mobilize commercial resources for infrastructure 
development. 
 

(iii) Transport. ADB will continue to help the government (a) enhance the main road 
network, especially the remote southern east–west highway; (b) improve 
subregional road connectivity with neighboring countries, including transit 
facilities and logistics; (c) strengthen the road asset management system and the 
associated resources to ensure its sustainability; (d) improve road safety 
conditions; (e) enhance safety, capacity, and security at the airports; and (f) 
develop an integrated strategy for developing safe, efficient, and climate-friendly 
urban transport systems that have sustainable operations and maintenance 
mechanisms. 
 

(iv) Water and other urban infrastructure and services. ADB will continue to focus 
on the development of such municipal infrastructure as water and sewage 
services; storm water infrastructure; and roads in regional centers, primarily in 
the southern east–west corridor. ADB will support innovative and holistic 
approaches to infrastructure planning and development, incorporating (a) 

                                                
15

 ADB. Country Partnership Strategy Final Review: Bhutan, 2010–2012. Manila (available on request). 
16

 Further assistance to enhance macro financial stability is envisaged. For details, see Sector Assessment 
(Summary): Finance (accessible from the list of linked documents in Appendix 2). 
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institutional development, (b) good governance, (c) planning, (d) cost recovery in 
urban services operations, and (e) development of  opportunities and readiness 
for private sector involvement in the provision of municipal services. Closer 
linkages between systematic urbanization and private sector growth will also be 
supported to improve the business environment and attract private investment. 
 

16. ADB will also provide technical assistance support in the education, and agriculture, 
natural resources and rural development sectors on a selective basis. To assist the government 
in addressing the challenge of rising youth unemployment, ADB will provide support to enhance 
the institutional capacity of the Ministry of Labor and Human Resources so that it can lead the 
expansion of a better-quality skills development system that is more equitable and responsive. 
ADB will also provide support to prepare (a) a national integrated water resources management 
plan, (b) a river basin master plan for a priority river basin, and (c) a national irrigation master 
plan. These plans will be developed by taking into consideration future climate change 
scenarios. Improved governance in water resources management will also be introduced. 
Based on the findings of the initial support in skills development and water resources 
management, further assistance may be provided.  

 
17. Drivers of change. ADB operations in priority sectors will be complemented by 
interventions in key thematic areas to promote inclusive and environmentally sustainable 
economic growth. 
 

(i) Private sector development. ADB will help foster a business-enabling 
environment for private sector development through assistance for (a) enhancing 
macro financial stability and financial sector development; (b) urban infrastructure 
development; (c) cross-border connectivity improvements and trade facilitation; 
(d) skills development; and (e) the provision of transaction advisory services to 
attract private investment (footnote 6).17  Private sector development will help 
generate employment opportunities. 
 

(ii) Governance and capacity development. ADB will continue providing support to 
strengthen the government’s capacity in macroeconomic and fiscal management, 
the Royal Monetary Authority’s regulatory and supervisory capacity in the 
financial sector, and the audit resource management of the Royal Audit Authority. 
ADB will also continue its assistance for strengthening institutional capacity in 
national and local planning, policy making, and financial management in all 
sectors of ADB operations. In addition, the country’s capacity in environmental 
and social safeguards will be strengthened.  
 

(iii) Gender equity and mainstreaming. ADB will pursue opportunities for gender 
mainstreaming in its operations by setting gender-related targets and indicators 
in the design and monitoring frameworks of relevant projects and ensuring 
effective monitoring of gender equality results. A comprehensive assessment of 
gender equality─Bhutan: Gender Equality Diagnostic of Selected Sectors─will be 
the primary tool in this effort.18 Gender equity will also be promoted through 
continuous support to strengthen the capacity of the National Commission for 

                                                
17

 This will complement the government’s efforts to promote private sector development under a stimulus plan (Nu5 
billion) that will be implemented over the 11th five-year plan period. Besides injecting liquidity into the banking 
system to facilitate the private sector’s access to funds, the government will also promote economic activities that 
have the potential to reduce imports through substitution, raise exports, and generate employment.  

18
 ADB. 2014. Bhutan: Gender Equality Diagnostic of Selected Sectors. Manila.  
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Women and Children, including the gender focal point network, to enable it to 
implement the 11th five-year plan’s gender mainstreaming initiatives and targets. 
  

(iv) Knowledge solutions. The role of knowledge solutions will be emphasized 
under the new CPS, particularly in fostering a business-enabling environment for 
broad-based private sector development.19 Knowledge sharing will be promoted 
by providing analytical and advisory knowledge support and showcasing 
innovative projects and good practices. This will help the government identify and 
tap relevant knowledge, experience, and lessons.  
 

(v) Partnerships. To enhance coordination on development efforts, ADB will 
continue strengthening partnerships with development partners for investments, 
capacity development, and advisory assistance. The recently established 
resident mission in Bhutan is expected to further enhance this coordination. ADB 
will vigorously explore cofinancing opportunities. In addition, partnerships with 
civil society organizations, academia, and the private sector will be pursued, 
where appropriate, to ensure the relevance, efficiency, and effectiveness of ADB 
operations. 

 
III. STRATEGY IMPLEMENTATION 

A. Indicative Resource Parameters  

18. Bhutan is an Asian Development Fund (ADF) Group A country and eligible for 
concessional loans and grants from ADF resources. The total indicative ADF allocation for 
Bhutan for 2014–2017 is $179.73 million. The final allocation will be subject to the available 
ADF commitment authority and annual country performance reviews. In addition, Bhutan may 
receive additional resources from the ADF subregional pool for projects that strongly support 
regional cooperation and integration. External resources and cofinancing will also be sought. 
The current cost-sharing ceiling of 99% for both the lending and nonlending portfolios will be 
maintained. This means that ADB can finance up to 99% of a project’s total costs.20 
 
B. Program Overview 
 
19. More than three-quarters of ADB’s support under the 2014–2016 country operations 
business plan will be devoted to energy, transport, and water and other urban infrastructure and 
services. 21  Infrastructure development in these sectors will support inclusive growth by 
stimulating overall growth, ensuring equal access to opportunities, fostering a business-enabling 
environment for private sector development, and increasing competitiveness and productivity. 
Much of the assistance in infrastructure development will be anchored on the South Asia 
Subregional Economic Cooperation program as part of the ongoing support to enhance cross-
border connectivity and trade. Continued support to the finance sector will be provided through 
ongoing assistance (footnotes 5 and 16) to promote further development of the financial sector 
and enhance macro financial stability to help create a stable economic environment to instill 
investor confidence and encourage private investment. 
 

                                                
19

  See Knowledge Management Action Plan (accessible from the list of linked documents in Appendix 2). 
20

  See Country Cost-Sharing Arrangements and Eligible Expenditure Financing Parameters (accessible from the list 
of linked documents in Appendix 2). 

21
  See Country Operations Business Plan for the lending and nonlending pipeline (accessible from the list of linked 
documents in Appendix 2). 
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20. Nonlending support will be provided in the education, and agriculture, natural resources 
and rural development sectors on a selective basis to address Bhutan’s development 
challenges, including youth unemployment, low agricultural productivity, and a fragile ecosystem. 
The resource allocation to expand ADB assistance in these new sectors will be determined in 
close consultation with the government so that the relevance and effectiveness of ADB’s overall 
operation in Bhutan will be maintained.  
 

IV. RESULTS MANAGEMENT 

A. Monitoring  

21. The progress of CPS implementation will be monitored closely, using the CPS results 
framework (Appendix 1). The framework will be updated annually during the country 
programming missions, with updates reported in the country operations business plans. 
Tripartite portfolio review meetings will also be held to monitor government and ADB progress in 
achieving country and sector results. Greater emphasis will be placed on monitoring outcomes 
and sector performance during project review missions and tripartite portfolio review meetings. 
 
B. Risks 

22. Governance risks. Bhutan is in the middle of a rapid transformation and has planned an 
ambitious public investment program for the CPS period (2014─2018) that will put the national 
governance infrastructure under considerable pressure.22 However, despite vulnerabilities in 
some parts of the systems in the three sectors (energy, finance, and transport) and for the major 
themes (public financial management, public procurement, and anticorruption) covered by the 
risk assessment for this CPS, no serious governance risks exist that could jeopardize the 
development impact of ADB operations in the country. 
 
23. Public financial management, public procurement, and anticorruption. Bhutan’s 
public financial management system is more robust than those of many comparable countries, 
but capacity in financial management is weak at the local level. Procurement vulnerabilities 
reside in the inability of the institutions and staff involved to fully apply enhanced rules and 
regulations, and a lack of government capacity to effectively implement increasingly complex 
procurement packages in some key sectors. Some vulnerability to corruption remains because 
of weakness in internal accountability measures. 
 
24. Risk mitigation measures. Risk mitigation measures specified for the interim CPS, 
2012–2013 (footnote 7) continue to remain valid. These mainly involve capacity enhancement, 
particularly at the local level, and the strengthening of internal controls in public sector agencies. 

 
25. Portfolio management. The recently established resident mission in Bhutan will provide 
critical improvement in portfolio management and project administration by facilitating regular 
communication and follow-ups with implementing agencies. Project readiness will also be 
emphasized in project design under the new CPS, particularly through the use of project design 
advances to support project preparation. In addition, more efforts will be devoted to capacity 
building in contract management, disbursements, procurement, safeguards, and financial 
management, particularly for new municipalities and local governments. 
  

                                                
22

  See Risk Assessment and Risk Management Plan (accessible from the list of linked documents in Appendix 2). 
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COUNTRY PARTNERSHIP STRATEGY RESULTS FRAMEWORK 

Country Development Goals 

1. Achieve an annual average GDP growth rate of 10% during 2013–2018 
2. Reduce income poverty to less than 5% by 2018 
3. Reduce multidimensional poverty to less than 10% by 2018 
4. Reduce Gini coefficient to 0.3 by 2018 

Sectors Selected for ADB Support 

Government Sector 
Objectives 

Sector Outcomes that ADB 
Contributes to and Indicators 

ADB Areas of 
Intervention 

ADB Indicative 
Resource Allocation in 
the Next Pipeline and 

Strategic Priorities 

1. Energy (Strategy 2020 Core Areas 1: Infrastructure, 2: Environment, and 3: Regional Cooperation and 
Integration) 

Increase energy 
security and energy 
sector’s contribution to 
revenue, economic 
growth, and 
employment 

Outcome: Increased cross-border 

power trade and domestic electricity 
access 

Indicator 1: Power exports increased 

to 3,000 MW by 2018 (2012 baseline: 
1,050 MW) 
 
Indicator 2: 100% rural electrification 

reached by 2015 and this rate 
retained through 2018 (2013 
baseline: 95%) 

 

Large hydropower (PPP 
and energy trade); 
transmission; solar, 
small hydro, wind, 
biogas; energy 
efficiency 
 

$120 million, 42% of 
total 2014–2016 
allocation, of which:

a
 

ESG: 100% 
GEM: 0% 
PSD: 100% 
RCI: 100% 

2. Transport (Strategy 2020 Core Areas 1: Infrastructure and 3: Regional Cooperation and Integration) 

Increase access to 
safe, reliable, 
affordable, eco-
friendly, convenient 
transport services  

Outcome: Safe and more efficient 

movement of people and goods 

Indicator 1: 205 gewogs (blocks of 

villages) connected to road network 
by 2018 (2013 baseline: 201) 
 
Indicator 2: Value of export goods 

(excluding electricity) increased to 
Nu28 billion annually by 2018 (2012 
baseline: Nu15 billion) 
 
Indicator 3: Number of air 

passengers per year increased to 
300,000 international and 4,000 
domestic by 2018 (2012 baselines: 
181,659 international and 881 
domestic) 
 
Indicator 4: Public transport ridership 

increased to 30% by 2018 (2012 
baseline: 11.8%)  
 

National roads and 
district roads; external 
trade and road transport 
services; airports, and 
air transport policies 
and reforms 

 

$147.33 million, 51% 
of total 2014–2016 
allocation, of which: 

ESG: 0% 
GEM: 0% 
PSD: 0% 
RCI: 100% 

3. Water and Other Urban Infrastructure and Services (Strategy 2020 Core Areas 1: Infrastructure and 2: 
Environment) 

Improve quality of 
urban infrastructure 
and services  

Outcome: Enhanced safety, 

reliability, and quality of urban 
services (water supply, sanitation, 
and flood management) 

Indicator 1: Households with metered 

connections to the water distribution 
system increased to 55% by 2018, 

Drinking water systems, 
sanitation systems, 
flood management, 
urban roads, water 
supply and sanitation, 
O&M, tariff policies, 
urban governance, 

$20 million, 7% of total 
2014–2016 allocation, 
of which: 

ESG: 100% 
GEM: 100% 
PSD: 0% 
RCI: 0% 
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with poor households and those 
headed by women included (2013 
baseline: 30%) 
 
Indicator 2: Households connected 

to improved sewerage systems 
increased to 40% by 2018, with poor 
households and those headed by 
women included (2013 baseline: 
15%) 
 

urban planning 

 

4. Finance (Strategy 2020 Core Area 4: Finance Sector Development) 

Ensure diversification 
of sources of growth, 
and foster private 
sector development 

Outcome: More stable macro 

financial environment and efficient 
financial intermediation 
 
Indicator 1: Gross international 

reserves maintained at greater than 
$900 million (2013 baseline: $917 
million) 
 
Indicator 2: Average growth of 

domestic credit contained below 
nominal GDP growth (2013 baseline: 
12.8%) 
 
Indicator 3: Bank nonperforming loan 

ratio maintained at less than10% 
(2012 baseline: 8.2%) 
 

Money markets, 
microfinance 
institutional 
development, long-term 
debt such as export 
credits, pensions, 
finance sector policies, 
and strategies 
 

TBD
b
 

CPS = country partnership strategy, ESG = environmentally sustainable growth, GDP = gross domestic product, 
GEM = gender equity and mainstreaming, MW = megawatt, O&M = operation and maintenance, PPP = public–
private partnership, PSD = private sector development, RCI = regional integration, TBD = to be determined.  
a
 Aside from the Asian Development Fund (ADF) country allocation and ADF savings, the total 2014-2016 indicative 
allocation includes additional resources from the ADF subregional pool and ordinary capital resources for the 
proposed SASEC Transport, Trade Facilitation and Logistics Project and Green Power Development Project II, 
subject to prerequisite conditions for accessing such funds. 

b
 Further assistance to the finance sector is envisaged. See the finance sector results framework in Sector 
Assessment (Summary): Finance (accessible from the list of linked documents in Appendix 2). 

Sources: Asian Development Bank; Government of Bhutan, Gross National Happiness Commission. 2013. Eleventh 
Five Year Plan, 2013–2018. Thimphu. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/CPS/?id=BHU-2014 

 
1. Economic Analysis (Summary): Asian Development Outlook (Bhutan) 

2. Poverty Analysis (Summary)  

3. Gender Analysis (Summary) 

4. Environment Assessment (Summary)  

5. Private Sector Assessment (Summary) 

6. Sector Assessment (Summary): Energy 

7. Sector Assessment (Summary): Finance 

8. Sector Assessment (Summary): Transport 

9. Sector Assessment (Summary): Water and Other Urban Infrastructure and Services  

10. Risk Assessment and Risk Management Plan (Summary)  

11. Country and Portfolio Indicators  

12. Country Performance Assessment Ratings 

13. Country Cost-Sharing Arrangements and Eligible Expenditure Financing Parameters 

14. Country Partnership Strategy Formulation  

15. Country Partnership Strategy (2010-2012) Final Review 

16. Country Operations Business Plan  

17. Country Partnership Strategy Final Review Validation 

 

Supplementary Documents 

 

18. Sector Assessment (Summary): Agriculture, Natural Resources and Rural Development 

19. Sector Assessment (Summary): Education 

20. Regional Cooperation and Integration Assessment  

21. Climate Change Country Risk Assessment 

22. Knowledge Management Action Plan 

 


