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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Targeting classification: General intervention. 

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

Although the general quality of life in Bhutan has greatly improved, Bhutan’s Tenth Five-Year Plan, 2008–2013 
estimates that a quarter of the population, mostly in rural areas, languishes below the poverty line despite rapid 
economic growth and significant development efforts.

a
 Bhutan’s progress in reducing the incidence of poverty, which 

declined from 32% in 2003 to 23% in 2007, is remarkable, but the country continues to face high rates of rural 
poverty, widening income and non-income inequality, and a narrow economic base. The primary objective of the 10th 
plan is poverty reduction. To support the government’s efforts to reduce poverty, the overarching goal of the interim 
country partnership strategy, 2012–2013 is poverty reduction through economic diversification. It is based on three 
strategic pillars: broad-based economic growth, inclusive social development, and good governance.

b
 

 
Recent developments in the financial sector, such as the Indian rupee liquidity crunch, have highlighted the need to 
address Bhutan’s weak economic management in the near-to-medium term to ensure high but sustainable growth. As 
such, the Asian Development Bank (ADB) will provide, in line with the interim country partnership strategy, assistance 
to the government in strengthening fiscal, debt, and liquidity management to mitigate vulnerability to external shocks 
and support high and sustained economic growth. This program aligns with the ADB country operations business 
plan, 2013–2015.

c
 

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

1. Key poverty and social issues. While Bhutan’s economy performed well during the decade FY2001–FY2011 by 
achieving an average 8% growth rate, it has increasingly faced challenges in fiscal and macroeconomic management 
as evidenced by widening fiscal and current account deficits. In addition, the government’s ambitious development 
expenditure has been financed largely by external assistance. The country’s weakening ability to sustain high 
economic growth and secure adequate development financing is likely to undermine its efforts in poverty reduction. In 
particular, if the ongoing Indian rupee liquidity crunch persists, it can cause a hard landing, which could have a direct 
impact on poverty. 

2. Beneficiaries. Both the poor and non-poor will benefit from the program, as it would contribute to sustaining high 
economic growth. While poverty incidence is expected to be brought down to 15% by the end of the 10th Five-Year 
Plan, 2008-2013, about 25.8% of the population is found to be poor according to 4 of 13 health, education, and living 
standard indicators in the 2010 Multidimensional Poverty Index. As such, the government’s Eleventh Five-Year Plan, 
2013-2018 aims to address multi-dimensional poverty, income inequality, malnutrition, and growing urban poverty.

d
 

3. Impact channels. The program will contribute to poverty reduction by strengthening the government’s macro-
financial management toward sustaining high economic growth and generating income opportunities. The program 
will further help the government enhance its ability to ensure adequate and sound development financing in a 
balanced manner that avoids distortions. 

4. Other social and poverty issues. None.  

5. Design features. The expected impact of the proposed program is the sustainable strengthening of the 
government’s macro-financial management. This will help sustain high economic growth and contribute to making 
further progress in reducing poverty and achieving the Millennium Development Goals. The expected outcome of the 
program will be increased predictability in funds-flow and the creation of greater fiscal space in the government 
budget. In particular, output 1 (improved budget and debt management systems) and output 2 (improved revenue 
management system) will contribute to ensuring adequate and sound development financing.  

C. Poverty Impact Analysis for Policy-Based Lending 

1. Discuss the impact channels of the policy reform(s) (direct and indirect, short and medium term) on the country and 
major groups affected. The program is expected to have a positive impact on both the poor and non-poor as it will 
contribute to sustaining high economic growth and generating employment and income opportunities by 
strengthening the government’s macro-financial management. No adverse impact is expected on poor and vulnerable 
groups from the policy reforms envisaged under the program. 



2. Discuss the impacts of the policy reform(s) on vulnerable groups and ways to address and mitigate these. Not 
applicable. 

3. Discuss the systemic changes expected from the policy reform(s) for poverty reduction, pro-poor and inclusive 
growth, and attainment of social development goals including the MDGs. By enhancing the external account and 
reducing reliance on external financing, the program will strengthen the government’s macro-financial management 
and thereby contribute to sustaining high economic growth. This will contribute in turn to reducing poverty by 
generating employment and income opportunities. Improved budget, debt, and revenue management will expand 
fiscal space, enabling the government to secure adequate development financing.  

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Summarize the participatory approaches and the proposed project activities that strengthen inclusiveness and 
empowerment of the poor and vulnerable in project implementation. Not applicable.  
2. If civil society has a specific role in the project, summarize the actions taken to ensure their participation. Not 
applicable. 
3. Explain how the project ensures adequate participation of civil society organizations in project implementation. Not 
applicable.   
4. What forms of civil society organization participation is envisaged during project implementation? Not applicable.  
         Information gathering and sharing   Consultation    Collaboration    Partnership 
5. Will a project level participation plan be prepared to strengthen participation of civil society as interest holders for 
affected persons particularly the poor and vulnerable? Not applicable.  
           No.  

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: No gender elements. 

A. Key issues. 

This program provides a budgetary support, which does not involve any gender specific issues.  

B. Key actions.  

       Gender action plan      Other actions or measures      No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 

1. Key impacts. None.  
2. Strategy to address the impacts. Not applicable.  
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework

 

  Environmental and social 
management system arrangement 

  No action 

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

framework
 
 

  Social impact matrix
 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1. Key impacts. None. 

Is broad community support triggered?     Yes                     No 

2. Strategy to address the impacts. Not applicable.  

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

arrangement
 

   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and 
indigenous peoples planning framework 

   Indigenous peoples plan elements integrated 
in project with a summary 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market: Not significant.  
 unemployment    underemployment   retrenchment    core labor standards 

2. Labor market impact. 

None.  

B. Affordability 

None.  

 



 

C. Communicable Diseases and Other Social Risks  

1. Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA): 
Not applicable. 

   Communicable diseases      Human trafficking    

   Others (please specify) ______________ 
2. Describe the related risks of the project on people in project area. 
Not applicable. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators: The expected impact of the program is the sustainable strengthening of the government’s 
macro-financial management. The performance targets include (i) the balance of payments being out of deficit by 
2015, (ii) no shortfall of gross Indian rupee internal reserves at the end of the project period, and (iii) gross 
international reserves improving to above $900 million by 2015. 
2. Required human resources: As discussed above, there is no designated officer to monitor the poverty and social 
impact of the program. However, the program team and executing agency will closely monitor performance, including 
poverty and social impacts.  
3. Information in PAM: Not applicable.  
4. Monitoring tools: Not applicable.  
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The thirteen indicators that comprise Bhutan’s initial Multidimensional Poverty 

Index are primary schooling and children out of school (education); child mortality and nutrition and food insecurity 
(health); and electricity, housing, cooking fuel, drinking water less than 30 minutes away, improved sanitation, and 
ownership of livestock, land, and appliances (living standards). The four dimensions cited as falling short are 
improved sanitation, cooking fuel, schooling, and electricity. 

Source: Asian Development Bank.  

 




