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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 priorities of the Government of Bhutan’s Twelfth Five Year Plan, 2018–2023 include reducing poverty and 
inequality, creating productive and gainful employment, and promoting gender equality.a The plan especially focuses 
on income-generating opportunities for vulnerable populations and enhancing the rural economy by developing cottage, 
small, and medium-scale industries that can potentially create jobs. ADB’s Country Partnership Strategy (CPS) for 
Bhutan, 2019–2023 includes dynamic economic reforms for a resilient and diversified economy as a strategic pillar, 
and promotes a competitive and effective market and business environment.b The CPS projects that cottage and small 
industries (CSIs), community-based tourism, and commercial agriculture will generate employment and improve 
competitiveness. The CPS also commits to supporting gender mainstreaming in operations and empowering women 
in economic activities by undertaking detailed gender assessments. 
 
The proposed project will promote rural employment generation by addressing constraints in financing rural CSIs. 
Specifically, the project will improve access to finance for rural CSIs, especially those owned by women; improve the 
operational performance and outreach of Bhutan Development Bank (BDB), the country’s key rural finance institution; 
and provide financial literacy training and business development services to rural CSIs, in particular those owned by 
small and marginal farmers and women. 

B. Results from the Poverty and Social Analysis during Project Preparatory Technical Assistance or Due 
Diligence  

1. Key poverty and social issues. Bhutan has significantly brought down the incidence of both income and 
multidimensional poverty. The national poverty rate declined from 23.2% in 2007 to 8.2% in 2017.c Multidimensional 
poverty declined from 12.7% in 2012 to 5.8% in 2017.d However, significant disparity still exists between urban and 
rural. In 2017, urban poverty was 0.2% while in rural areas it was 11.9%. There is also disparity in poverty levels among 
dzongkhags (districts), with poverty rates ranging from 0.3% to 33.3% (footnote c). The high poverty rate in rural areas 
is largely related to a lack of income-generating opportunities other than subsistence farming.  
2. Beneficiaries. The project’s main beneficiaries are rural populations, especially small farmers with limited 
landholding and other productive assets as well as women and the vulnerable. The project will focus on rural people 
that are deprived of gainful income-generating opportunities because of poor access to finance, lack of skills, lack of 
information, and a dearth of market opportunities. 
3. Impact channels. BDB is the country’s largest formal financial institution focusing on rural areas and the agriculture 
sector. Its mandate is to provide access to finance to micro, small and medium-sized financial services to aid the 
development and modernization of agricultural, commercial, and industrial enterprises. Although BDB holds 18% of 
total banking sector assets in Bhutan and provides 95% of total agriculture loans, its outreach is still insufficient to meet 
the potential demand for rural CSI finance. The project will improve BDB’s financial and operational capacity to provide 
access to finance for rural CSIs. The project will combine enhanced access to finance with financial literacy training 
and business development support to create income-generating opportunities for rural borrowers, especially unbanked 
women and the vulnerable. 
Design features. Pro-poor and inclusive design features of the project include developing pro-poor and gender-
inclusive credit operations at BDB. The project’s financial intermediary loan will be extended to rural CSIs, including 
vulnerable populations and subsistence small farmers with no assets. The financial intermediary loan will provide 
financing to develop and promote employment creation and income generation for rural CSIs, including women-owned 
CSIs. The BDB institutional strengthening plan will result in sustainable expanded access to finance for rural 
populations, especially women, the vulnerable, and small farmers. The project’s benefits will reach the target 
beneficiaries by ensuring that BDB incorporates pro-poor and gender-inclusive credit operations. In the short- to 
medium-term, the project will lead to increased rural employment opportunities and reduced social and economic 
disparity between urban and rural areas. 
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II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. The beneficiaries are mainly rural households and include 
women, vulnerable, and small farmers, as well as minority groups and communities. The project team is conducting 
consultations with the potential beneficiaries to disseminate information about the project, identify rural CSI 
development needs, develop potential financial and nonfinancial assistance, assess capacity development and training 
needs, and discuss measures and approaches to support women and vulnerable populations. 
2. Civil society organizations. During implementation, the project will actively seek opportunities to interact with 
nonbank financial institutions such as microfinance institutions to assist with disseminating project information to and 
consulting with the target beneficiaries. The project will also seek coordination with such organizations to provide 
financial literacy and business development service support to the target beneficiaries. 
3. The following forms of civil society organization participation are envisaged during project implementation, rated as 
high (H), medium (M), low (L), or not applicable (NA): 

  Information gathering and sharing (H)   Consultation (M)    Collaboration (NA)    Partnership (NA) 
4. Participation plan.  
        Yes  (to be developed during the implementation)   No  

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: Gender equity theme 

A. Key issues. Women borrowers tend to have lower financial literacy than male borrowers. In addition, women 
borrowers have various financial and nonfinancial constraints, including lack of (i) business management skills, (ii) 
entrepreneurial and technical skills, (iii) start-up finance, (iv) information and access to networking support, (v) decision-
making authorities, and (vi) self-confidence. Due to women’s low education level and financial literacy, women-owned 
CSIs tend to remain subsistence cottage industries. A substantial number of women entrepreneurs do not have formal 
education, and most women CSIs are unable to upscale their businesses, and therefore remain at a subsistence level. 
According to the 2015 World Bank enterprise survey, about 26% of women CSIs entrepreneurs had no formal 
education, 15.23% had primary education, 57.32% had secondary education (combined lower, middle, and higher 
secondary) and less than 2% had tertiary education.d 

B.  Key actions. The project’s key actions on gender include (i) developing a gender-inclusive staff redeployment and 
recruitment plan for BDB; (ii) revising BDB’s credit manuals to be more gender-sensitive; (iii) organizing credit officer 
training on gender-inclusive BDB credit manuals; (iv) extending reliable and affordable institutional finance to women; 
(v) conducting outreach and information dissemination on gender-inclusive rural CSI financing; and (vi) extending 
gender-inclusive, non-collateral-based financing to rural CSIs owned by women. Those actions will contribute to, among 
others, the cumulative disbursement of BDB’s group loans totaling Nu899.23 million, of which women group loan 
borrowers will account for 65%, by December 2024.  
       Gender action plan      Other actions or measures      No action or measure 
The project will promote improved access to finance for women as well as support women’s financial literacy and 
entrepreneurship skills. Tangible benefits of the project for women will include improved access to finance and improved 
opportunities for employment and income-generating activities. 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
1. Key impacts. There are no involuntary resettlement impacts. Only category C subprojects are permitted. 
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. No impacts are expected. 

   Is broad community support triggered?     Yes   No 

2. Strategy to address the impacts. Environment and social management system. 

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

arrangement 

   Social impact matrix 
   No action (social due diligence) 

   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 
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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, indicated as high (H), medium (M), 
and low or not significant (L). Not applicable. 

 unemployment    underemployment   retrenchment    core labor standards 

2. Labor market impact. The project will generate rural employment opportunities through enhanced access to finance 
for rural CSIs. 

B. Affordability  

The project’s beneficiaries will have access to affordable and reliable sources of institutional finance. The project’s 
subloan interest rates are considerably lower than informal sources of finance such as money lenders, which typically 
charge more than 120% per year. 

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) ______________ (NA) 
2. Risks to people in project area. Not applicable. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Key targets include the following, by December 2024: (i) BDB’s CSI loan outstanding 
increased to Nu17.30 billion, of which at least 50% is for women-owned CSIs; (ii) BDB’s CSI borrowers increased to 
63,714, of which 50% are women-owned CSIs; (iii) at least 12,000 rural people familiarized with information on BDB’s 
non-collateral-based rural CSI financing, of which at least 50% are women; (iv) BDB’s group-loan borrowers increased 
to 4,996, of which 65% are women; (v) the cumulative disbursement of BDB’s group loans totaled Nu899.23 million, of 
which 65% is for women group-loan borrowers; (vi) at least 4,000 rural people, of which 50% are women, gained 
increased knowledge of finance; and (vii) business development services extended to at least 2,000 rural CSIs, of 
which 50% are women-owned.  
2. Required human resources. Human resources responsible for monitoring the poverty and social impact of the 
project include ADB staff, a project manager (implementing agency), and consultants (e.g., gender specialist). 
3. Information in the project administration manual. BDB will submit semiannual project performance monitoring 
reports and project completion report to ADB.  
4. Monitoring tools. Monitoring tools for poverty and social dimensions include ADB project reviews, BDB project 
performance monitoring reports (including environmental and social screening), gender action plan monitoring, and 
consultants’ reports. 

a Government of Bhutan, Gross National Happiness Commission. 2019. Twelfth Five Year Plan, 2018–2023: Just, 
Harmonious and Sustainable Society through Enhanced Decentralization. Thimphu. 

b ADB. 2019. Country Partnership Strategy: Bhutan, 2019–2023—Fostering Diversification and Reducing Disparities. 
Manila. 

c Government of Bhutan, National Statistical Bureau. 2017. Bhutan Poverty Analysis Report 2017. Thimphu. 
d World Bank. Enterprise Survey: Bhutan Country Highlights 2015.  
Source: ADB. 

https://www.gnhc.gov.bt/en/wp-content/uploads/2019/05/TWELVE-FIVE-YEAR-WEB-VERSION.pdf
https://www.gnhc.gov.bt/en/wp-content/uploads/2019/05/TWELVE-FIVE-YEAR-WEB-VERSION.pdf
https://www.adb.org/sites/default/files/institutional-document/526656/cps-bhu-2019-2023.pdf
http://www.nsb.gov.bt/publication/files/2017_PAR_Report.pdf
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/355811467995082228/enterprise-survey-bhutan-country-highlights-2015

