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CURRENCY EQUIVALENTS 
(as of 29 June 2020) 

 
Currency unit – ngultrum (Nu) 

Nu1.00 = $0.0132 
$1.00 = Nu75.612 

 
 

ABBREVIATIONS 

 ADB – Asian Development Bank 
 BDB – Bhutan Development Bank 
 CPS – country partnership strategy 
 CSI – cottage and small industry 
 TA – technical assistance 
 
 

NOTES 

(i) The fiscal year (FY) of the Government of Bhutan ends on 30 June. “FY” before a 
calendar year denotes the year in which the fiscal year ends, e.g., FY2020 ends 
on 30 June 2020. 

(ii) In this report, “$” refers to United States dollars.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In preparing any country program or strategy, financing any project, or by making any designation 
of or reference to a particular territory or geographic area in this document, the Asian 
Development Bank does not intend to make any judgments as to the legal or other status of any 
territory or area. 





INITIAL POVERTY AND SOCIAL ANALYSIS 
 

 

Country: Bhutan Project Title: Rural Finance Sector Development Program 

Lending/Financing 
Modality: 

Sector Development Program 
Policy-Based and Financial 
Intermediary Loan 

Department/ 
Division: 

South Asia Department / Public 
Management, Financial Sector and Trade 
Division 

    

    

I. POVERTY IMPACT AND SOCIAL DIMENSIONS 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy 
The Government of Bhutan’s 12th Five Year Plan states the objective of a “just, harmonious, and sustainable society 
through enhanced decentralization.”a The plan’s priorities include reducing poverty and inequality, creating 
productive and gainful employment, and promoting gender equality. It focuses on income-generating opportunities 
for the vulnerable population; and enhancing the rural economy through the establishment of cottage, small, and 
medium-scale industries with job creation potential. The Asian Development Bank (ADB) country partnership 
strategy (CPS) for Bhutan, 2019–2023 includes the strategic pillars of dynamic economic reforms for a resilient and 
diversified economy, and promotes a competitive and effective market and business environment.b The CPS expects 
economic sectors such as cottage and small industries (CSIs), community-based tourism, and commercial 
agriculture to 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 program will promote rural employment generation by addressing constraints in financing rural CSIs. 
It will improve the operational performance and outreach of Bhutan Development Bank (BDB)—the key rural finance 
institution—extending access to finance to rural CSIs, especially for women, and providing financial literacy training 
and business development services to rural CSIs, including women. 

B. Poverty Targeting: 
General intervention Individual or household (TI-H) Geographic (TI-G) Non-income MDGs (TI-M1, M2, etc.) 

The program’s pro-poor and inclusive design features include developing pro-poor and gender-inclusive credit 
operations at BDBL. The program’s financial intermediary loan will be extended to the vulnerable rural population 
and subsistence small farmers with no substantial assets. The financial intermediary loan will provide non-collateral-
based financing to develop rural CSIs, including women CSIs, for employment creation and income generation. The 
financing to the rural CSIs will be combined with financial literacy training and business facilitation support, with a 
special focus on women.   

C. Poverty and Social Analysis 

1.  Key issues and potential beneficiaries. Bhutan has significantly reduced the incidence of both income and 
multidimensional poverty. The national poverty rate was reduced from 23.2% in 2007 to 8.2% in 2017.c The 
multidimensional poverty was also improved from 12.7% in 2012 to 5.8% in 2017.d However, significant disparity 
remains between urban and rural areas. In 2017, urban poverty was 0.2% while in rural areas it was 11.9%. Disparity 
also exists among dzongkhags (districts), with poverty rates ranging from 0.3% to 33.3%.c The high poverty rate in 
rural areas is largely related to the lack of income-generating opportunities other than subsistence farming. The 
program’s main beneficiaries are rural populations, especially small farmers with limited landholding and other 
productive assets as well as women and the vulnerable. The program will focus on the rural population that is 
deprived of gainful income-generating opportunities because of constraints in access to finance, skills, information, 
and market opportunities. 

2.  Impact channels and expected systemic changes. BDBL is the largest formal financial institution focusing on 
Bhutan’s rural and agriculture segment. Its mandate is to provide access to finance for micro, small, and medium-
sized enterprises for the development and modernization of agricultural, commercial, and industrial enterprises in 
the country. Although BDBL holds 18% of the banking industry’s assets and provides 95% of agriculture loans, its 
outreach is still insufficient compared with the potential rural finance demand.e The program will improve BDBL’s 
financial and operational performance to enhance access to finance for rural CSIs. It will combine access to finance 
with financial literacy training and business development support to create income-generating opportunities, 
especially for unbanked women and vulnerable populations. 

3.   Focus of (and resources allocated in) the transaction TA or due diligence. Due diligence is being conducted 
on gender and social inclusion, especially measures and approaches to include women and vulnerable groups as 
beneficiaries. Environmental and social safeguards will also be examined to ensure no negative environmental or 
social impacts from CSIs will be financed under the project. The program’s policy-based component is proposed to 
be categorized C for environment, involuntary resettlement, and indigenous peoples. The investment component is  
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tentatively proposed to be categorized financial Intermediary (FI) for environment, and FI treated as C for involuntary 
resettlement and indigenous peoples. The program is expected to have minimal environmental impact since the 
sub-loans are to rural CSIs, which are mainly micro, cottage, and small enterprises.f It will not finance subprojects 
that will trigger any involuntary resettlement or have any impact on indigenous peoples. Environmental due diligence 
will be conducted to confirm the safeguard categorization and develop the environmental and social management 
system in case of environment category B subprojects. 

4.   Specific analysis for policy-based lending. BDBL restructuring that will be carried out under the policy-based 
loan will lead to expanded access to finance for the rural population, especially women, vulnerable people, and small 
farmers. The program will ensure the policy-based loan’s benefits reach the target beneficiaries through pro-poor 
and gender-inclusive credit operations at BDBL. This will be translated into BDBL’s expanded access to finance for 
rural CSIs, with financial literacy training and business development services. In the short to medium term, the 
program will lead to increased rural job opportunities and reduced social and economic disparity between urban and 
rural areas.  

II. GENDER AND DEVELOPMENT 

1.  What are the key gender issues in the sector and/or subsector that are likely to be relevant to this project or 
program? 
BDBL has 52,962 borrowers, of whom women borrowers comprised 41% in 2019. Women borrowers tends 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 authority, and (vi) self-confidence.  
 
2.  Does the proposed project or program have the potential to contribute to the promotion of gender equity and/or 
empowerment of women by providing women’s access to and use of opportunities, services, resources, assets, and 
participation in decision-making?  Yes  No 
 
The program will institute gender-inclusive financial services at BDBL and provide a line of credit to onlend to women 
CSIs with no or little physical collateral, which is required for loans from formal financial institutions. The program 
will provide financial literacy training and business development support focusing on women CSIs, as well as 
information dissemination and awareness creation to unbanked women, to enable them to access finance from 
formal financial institutions. 
 

3.  Could the proposed project have an adverse impact on women and/or girls or widen gender inequality? 
 Yes  No 

The program will promote improved access to finance for women, and support the development of women’s financial 
literacy and entrepreneurship skills. It will have tangible benefits for women, with improved access to finance and 
opportunities for employment and income-generating activities. 
 

4. Indicate the intended gender mainstreaming category: 
  GEN (gender equity)                        EGM (effective gender mainstreaming)   
  SGE (some gender elements)         NGE (no gender elements) 

 

III. PARTICIPATION AND EMPOWERMENT 

1.  Who are the main stakeholders of the project, including beneficiaries and negatively affected people? Identify 
how they will participate in the project design. 
The beneficiaries are mainly rural households, including women, vulnerable people, and small farmers. They can 
also include 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 and potential, 
develop potential financial and nonfinancial assistance, assess capacity development and training needs, and 
discuss measures and approaches to include women and vulnerable populations. 
2.  How can the project contribute (in a systemic way) to engaging and empowering stakeholders and beneficiaries, 
particularly, the poor, vulnerable, and excluded groups? What issues in the project design require participation of 
the poor and excluded? 

The program includes a credit line to BDBL to provide non-collateral-based group loans to rural CSIs. It will include 
rural households that have no tangible assets that qualify for asset security, which thus have little or no access to 
formal financial services.   

3.  What are the key, active, and relevant civil society organizations (CSOs) in the project area? What is the level of 
civil society organization participation in the project design?  

  Information generation and sharing (M)   Consultation (L)       Collaboration (H)       Partnership (N) 

The program will actively interact with nonbank financial institutions such as microfinance nongovernment 
organizations for project information dissemination and consultation. It will also seek collaboration or partnership 
with such organizations to provide financial literacy and business development service support to the target 
beneficiaries. 
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4.  Are there issues during project design for which participation of the poor and excluded is important? What are 
they and how should they be addressed?   Yes         No    

The program will establish clear beneficiary eligibility criteria; and ensure access to finance, financial literacy training, 
and business development services are extended to women and vulnerable populations. 

IV. SOCIAL SAFEGUARDS 

A. Involuntary Resettlement Category  A    B    C    FI 

1. Does the project have the potential to involve involuntary land acquisition resulting in physical and economic 
displacement?   Yes         No    

2. What action plan is required to address involuntary resettlement as part of the transaction TA or due diligence 
process? 

 Resettlement plan                    Resettlement framework                     Social impact matrix 

 Environmental and social management system arrangement                  None 

B.  Indigenous Peoples Category   A    B    C    FI 

1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood 
systems, or culture of indigenous peoples?         Yes         No    
2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim, as 
their ancestral domain?    Yes         No     

3. Will the project require broad community support of affected indigenous communities?   Yes     No  
4. What action plan is required to address risks to indigenous peoples as part of the transaction TA or due 
diligence process? 

 Indigenous peoples plan      Indigenous peoples planning framework     Social impact matrix   
 Environmental and social management system arrangement                     None 

V. OTHER SOCIAL ISSUES AND RISKS 

1. What other social issues and risks should be considered in the project design? 

 Creating decent jobs and employment     Adhering to core labor standards     Labor retrenchment 
 Spread of communicable diseases, including HIV/AIDS     Increase in human trafficking   Affordability 
 Increase in unplanned migration      Increase in vulnerability to natural disasters   Creating political 
instability  

 Creating internal social conflicts     Others, please specify __________________ 
2. How are these additional social issues and risks going to be addressed in the project design? The program will 
contribute to creating rural employment opportunities and no negative social issues and risks are envisaged. 

VI. TRANSACTION TA OR DUE DILIGENCE RESOURCE REQUIREMENT 

1. Do the terms of reference for the transaction TA (or other due diligence) contain key information needed to be 
gathered during transaction TA or due diligence process to better analyze (i) poverty and social impact, (ii) gender 
impact, (iii) participation dimensions, (iv) social safeguards, and (v) other social risks. Are the relevant specialists 
identified?  

      Yes                   No       

2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social, 
and/or gender analysis, and participation plan during the transaction TA or due diligence? 

 Small-scale knowledge and support technical assistance and staff consultant inputs will be used to prepare the 
program.g   

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 Statistics Bureau. 2017. Bhutan Poverty Analysis Report 2017. Thimphu. 
d Government of Bhutan, National Statistics Bureau. 2017. Bhutan Multidimensional Poverty Index 2017. Thimphu. 

The multidimensional poverty index is a measure to address multiple dimensions of poverty including health, 
education, and living standard dimensions. 

e Bhutan Development Bank Limited. Annual Reports. 
f According to the government definition, cottage industries are enterprises with one to four employees and an 

investment size of less than Nu1 million. Small industries are enterprises with five to 19 employees and an investment 
size of Nu1 million–Nu10 million. Government of Bhutan, Ministry of Economic Affairs. 2019. Cottage and Small 
Industry Policy, 2019. Thimphu. 

g ADB. Bhutan: Diagnostic Study and Strategy Development for Rural Finance Sector Development (TA 9805-BHU).  
 

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
http://www.nsb.gov.bt/publication/files/pub0mu6061yd.pdf
https://bdb.bt/annual-reports/
https://www.moea.gov.bt/wp-content/uploads/2017/07/Cottage-Small-Industry-Policy-2019.pdf
https://www.moea.gov.bt/wp-content/uploads/2017/07/Cottage-Small-Industry-Policy-2019.pdf
https://www.adb.org/projects/53307-002/main

