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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Poverty targeting: General Intervention 

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

The Twelfth Five Year Plan, 2018–2023 of the Government of Bhutan seeks to reduce multidimensional poverty from 
5.8% (2017) to less than 5% by 2023 through improvements in health, education, and living standards through a strong 
macroeconomic environment.a The National Financial Inclusion Strategy, 2018–2023, aims to achieve a target of 85% 
financial inclusion by 2023 from 64% in 2017 by reducing poverty in the country through improvements in the financial 

well-being of the unserved and underserved segments of the population.b The country partnership strategy for Bhutan, 
2019‒2023 of the Asian Development Bank (ADB) is aligned with the plan and focuses on supporting the government 
in fostering economic diversification and reducing spatial and social disparities.c 

The program supports the efforts of the government in addressing the nonbank sector reforms and financial inclusion. 
Its support will help increase private investment and facilitate economic diversification. It links to three of ADB’s 
Strategy 2030 operational priorities: (OP1) addressing remaining poverty and reducing inequalities, (OP2) accelerating 
progress in gender equality, (OP3) tackling climate change, building climate & disaster resilience enhancing 
environmental sustainability, and (OP6) strengthening governance and institutional capacity. 

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

1. Key poverty and social issues. Sustained socioeconomic development reduced Bhutan’s national poverty rate from 
12.0% in 2012 to 8.2% in 2017, with rural poverty declining from 16.7% to 11.9% and urban poverty declining from 
2.0% to 0.7% in the same period.d However, the country’s limited financial market development has had a 
disproportionate impact on the poor. About 83% of Bhutan’s labor force is not covered under any formal pension and 
provident fund scheme as of 2020. The excluded group includes low-income civil servants and employees of private 
sector businesses and corporations—exposing them to social vulnerabilities during old age.e In 2020, economic growth 
declined to 0.9% from 4.3% in 2019, and it is further expected to contract by 3.4% in 2021 on account of stringent 
coronavirus disease (COVID-19) containment measures.f World Bank estimates show that poverty increased to 11.2% 
in 2020 from 10.7% in 2019.g The tourism and service sector accounts for 24% of total outstanding credit which 
experienced a sharp increase in nonperforming loans to 16%.h These have led to loss of jobs and reduction in 
consumption, directly affecting the poor and near poor. 

2. Beneficiaries. Direct beneficiaries include the government, the Royal Monetary Authority (RMA), and financial 
institutions. Indirectly, the program will benefit civil servants, corporate and private sector employees, households, 
communities, workers, and vulnerable segments of society. 

3. Impact channels. Empirical studies show a strong financial system and robust nonbank sector are some of the key 
factors that can reduce poverty and income inequality. These two components are being strengthened through the 
policy reforms in insurance coverage and financial inclusion by providing improved access to financial services. 

4. Other social and poverty issues. Subprogram 3 tackles key social and poverty issues. Despite the reforms in the 
finance sector, the high youth unemployment rate—further exacerbated by the COVID-19 pandemic—remains a 
concern for the country. The reforms in the finance sector may not directly result in economic activities that generate 
jobs. However, the government’s reform initiative in skills development and ADB’s ongoing Skills Training and 
Education Pathways Upgradation Project and the proposed 2022 skills project will help in addressing this issue.  

5. Design features. A housing market demand survey (conducted in March 2021) will be used to formulate housing 
finance directives by the RMA (policy action 3.3) about the constraints faced by low-income households in terms of 
home ownership, which will pave the way for the inclusion of more affordable housing loan products. In addition, the 
reforms provide for data (policy action 3.10) on the financial inclusion strategies that can be implemented efficiently. 
Furthermore, the program focuses on use of technology (policy actions 3.13 and 3.14), which will help develop inclusive 
and efficient products for the underserved. 

C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reform(s). An inclusive National Housing Policy, better targeted financial inclusion 
activities, and better access to finance through technology will support the underserved segment, especially youth, 
women, and geographically excluded rural poor, based on their needs. These initiatives will also contribute toward 
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developing the finance sector. An ADB working paper, based on evidence from many countries, found a direct 
correlation between a sound financial system and economic growth and poverty reduction.i 

2. Impacts of the policy reform(s) on vulnerable groups. The reforms—especially those concerning housing policy, 
data-informed financial inclusion, and use of technology—will directly improve access of vulnerable groups to financial 

products. 

3. Systemic changes expected from the policy reform(s). Data-informed financial inclusion will lead to precise 
beneficiary targeting, bringing underserved groups within the fold of the finance sector. In addition, use of digital 
technology will promote the use of efficient ways to reach and meet the financial needs of underserved groups such 
as youth; women; and micro, cottage, and small industries. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities that will strengthen inclusiveness in project implementation. 
Consultations with ministries, the RMA, financial institutions, and development partners helped adapt the program 
design to the local context, ensure donor coordination with other development partners, and target the program design 

to ensure a stable and inclusive finance sector to benefit the economy and target poverty reduction. 

2. CSO participation. The program does not anticipate the participation of civil society organizations (CSOs) in 

implementation. 

3. Approaches of CSO participation envisaged during project implementation: 

 M Information generation and sharing  L Consultation  NA Collaboration  NA Partnership 

4. Participation plan. 

 ☐ Yes.     ☒ No. 

 ☐Other plans and/or frameworks 

A participation plan will not be required under the program. Information sharing will be carried out in accordance with 
ADB’s Access to Information Policy. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: some gender elements 

1. Key issues. Gender gaps in the finance sector persist in Bhutan.b  

Financial Inclusion Indicators, 2020 (Adults are 18 years and above) 

Indicator Adults with Savings 
Accounts 76.08% 

Access to credit 
21.79% 

Adults with insurance 
25.29%  

Agriculture 
employment 

Female adults (%) 47.34 42.78 40.39 58.80 

Male adults (%) 52.66 57.22 59.61 41.70 

Source: Asian Development Bank 

Agricultural loans accounted for only 3.83% of total loan advances.j 

The national Housing Policy measures to address gender issues related to affordability or housing need and housing 
finance, especially for low-income or vulnerable groups are still to be implemented. Subsidized loans are given to only 
a very small population (members of the national pension fund). Barriers to financial inclusion, are low financial literacy 
and a lack of appropriate products and services (footnote b). Women are responsible for farm produce marketing and 
managing household finances. Women manage household financial services. They are also more comfortable with 
technology related to banking. Women’s landownership, and their interest in banking technology indicate the potential 
for women to be more integrated into the formal financial system. 

2. Key actions. The program consists of actions that support women’s access to finance, including housing finance. It 

supports (i) the housing finance policy, which will focus on addressing demand-side factors related to women in 

providing access to affordable housing finance; and (ii) financial inclusion actions, including the data warehouse policy, 
which will enable the collection of sex-disaggregated information and data for gender-responsive decisions by the 
RMA and banks. 

  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. The program requires no construction or rehabilitation and will not require land acquisition.  Therefore, 
none of the program activities (including the support for the affordable housing strategy) can be demonstrated to 
have any direct or indirect involuntary settlement impacts, including the potential to cause loss of assets, resources, 

or income. 
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2. Strategy to address the impacts. Not applicable. 

3. Plan or other Actions. 

  Resettlement plan  Combined resettlement and indigenous peoples plan 

  Resettlement framework 

 Environmental and social management 
system arrangement 

 Combined resettlement framework and indigenous peoples 

planning framework 

 Social impact matrix 

  No action  

B. Indigenous Peoples Safeguard Category:  A  B  C  FI 

1. Key impacts.  The program is not expected to have any negative impact on Indigenous Peoples (there is no 
presence of indigenous peoples in program areas) as defined in ADB’s Safeguard Policy Statement (2009). The 
program does not specifically target indigenous peoples as a group, but indigenous peoples as individuals may 
indirectly benefit from the policy actions, including financial inclusion and housing finance reforms. 

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.  

  unemployment (L)  underemployment   (L)  retrenchment  (L)  core labor standards. (L) 

2. Labor market impact. No adverse impact on the labor market is foreseen. The program will improve access to 
finance by youth and micro, cottage and small enterprises, which will help in creating more jobs.   

B. Affordability: Not Applicable  

C. Communicable Diseases and Other Social Risks 

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA): 

  Communicable diseases:  NA   Human trafficking. NA      Others (please specify) 

2. Risks to people in project area.  Not applicable. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Not required. 

2. Required human resources. Not required. 

3. Information in the project administration manual. Not required. 

4. Monitoring tools. Not required. 
a Government of Bhutan, Gross National Happiness Commission. 2019. Twelfth Five Year Plan, 2018–2023. Thimphu. 
b Government of Bhutan, Royal Monetary Authority (RMA). 2021. State of the Financial Inclusion Report. 2020. Thimphu. 
c ADB. 2019. Country Partnership Strategy: Bhutan, 2019–2023—Fostering Diversification and Reducing Disparities. 
Manila. 

d Government of Bhutan, National Statistics Bureau. 2017. Poverty Analysis Report 2017. Thimphu. 
e Government of Bhutan. 2018. National Pension and Provident Fund Policy of Bhutan. Thimphu. 
f ADB. 2021. Asian Development Outlook 2021: Financing a Green and Inclusive Recovery. Manila. 
g World Bank. 2021. Poverty and Equity Brief: Bhutan. Washington, DC.  
h ADB. Overcoming COVID-19 in Bhutan: Lessons from Coping with the Pandemic in a Tourism-Dependent Economy. 
Unpublished. 

i J. Zhuang et al. 2009. Financial Sector Development, Economic Growth, and Poverty Reduction: A Literature Review. 
ADB Economics Working Paper Series. No. 173. Manila: ADB. 

j Government of Bhutan, National Statistics Bureau. 2021. 2020 Labour Force Survey Report: Bhutan. Thimphu. 
Source: Asian Development Bank. 
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