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I. INTRODUCTION 
 

1. The knowledge and support technical assistance (TA) for Improving Market Linkages for 
Cottage and Small Industries (CSIs) will help Bhutan develop the capacity of CSIs to gain 
exposure and profitably operate in domestic and international markets.1 The TA will support the 
Government of Bhutan in streamlining standardization and certification, while implementing an 
integrated market access program to promote select CSI products. 
 
2. The TA is aligned with three operational priorities of Strategy 2030 of the Asian 
Development Bank (ADB): addressing remaining poverty and reducing inequalities, accelerating 
progress in gender equality, and fostering regional cooperation and integration. The TA is 
included in ADB’s country operations business plan, 2020–2022 for Bhutan.2 
 

II. ISSUES 
 
3. Bhutan is one of the smallest but fastest-growing economies, with an annual average 
economic growth rate of 7% since the late 1980s.3 Despite high growth rates, Bhutan has faced 
a persistent development challenge: the economy remains relatively undiversified and heavily 
reliant on hydropower exports. CSIs account for 95% of all industries and employ an estimated 
99,228 people.4 CSIs are significant because of their potential for growth and economic 
diversification.5 While CSIs are promising sources of employment and broad-based economic 
growth, they face a number of challenges. 
 
4. Although CSIs are crucial to drive Bhutan’s economic growth, they are prevented from 
realizing their full potential by a poor entrepreneurship culture, limited access to finance and 
effective business development services, and weak market linkages. To gain exposure and 
sustained market access in higher-value domestic and international markets, a multipronged 
approach is required to support CSIs in certification and market access. 

 
5. The Department of Cottage and Small Industry (DCSI), Bhutan Agriculture and Food 
Regulatory Authority (BAFRA), Department of Trade, and Bhutan Standards Bureau (BSB) are 
mandated to support CSI product standardization and certification. However, a proper institutional 
network and coordination among these agencies are lacking. Fragmented strategy formulation 
and weak communication and coordination among agencies impede establishing a harmonized 
framework to standardize and certify products and set up a single-window service delivery 
system. 
 
6. CSI products from Bhutan are not competitive in regional and international markets 
because of the country’s inability to utilize economies of scale, high transport costs, and 
underdeveloped logistics sector. These challenges translate into higher prices for CSI products, 
making them uncompetitive. To capitalize on the unique features of CSI products certified under 

 
1 Cottage industries are those with investment of less than Nu1 million ($14,000 equivalent) and engaging up to four 

people. Small industries are those engaging 5–19 employees, with an investment of Nu1 million–Nu10 million 
($14,000–$140,000 equivalent). 

2 The TA first appeared in the business opportunities section of ADB’s website on 1 September 2019. 
3 Government of Bhutan. National Statistics Bureau. National Accounts Statistics from year 1988–2018. Thimphu. 

Average real gross domestic product growth was calculated from fiscal year (FY) 1988 to FY2018. 
4 Government of Bhutan. Ministry of Economic Affairs. 2019. Annual Report (2018–2019), Department of Cottage and 

Small Industry. Thimphu. 
5 Government of Bhutan. Ministry of Economic Affairs. 2019. Cottage and Small Industry and Start Up Development 

Program Blueprint. Thimphu. 
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Brand Bhutan, CSIs must leverage the brand to gain exposure first and then sustained access to 
regional and international markets.6 
 
7. Packaging and labeling are important in influencing consumer choices and decisions. 
While proper packaging ensures the product’s integrity and quality, consumers rely on information 
on the label to understand the product’s quality and value attributes. CSIs do not yet appreciate 
the value of proper packaging and labeling and must learn to use better packaging methods to 
meet Brand Bhutan standards and boost access to regional and international markets. 
 
8. The government recognizes that a strong CSI base can become the bedrock of economic 
development. Recognizing the importance of CSIs, the government approved a Nu1.2 billion 
flagship program ($16 million equivalent) for CSI development in the 12th Five Year Plan.  The 
program aims to promote high-growth-potential CSIs to enable them to create a competitive niche 
in regional and international markets, and to mainstream CSIs into the economy (footnote 5). To 
help the government achieve the program’s intended results, all possible support must be 
leveraged to consolidate these results and fill in the missing links. 
 
9. In 2007, ADB supported the CSI sector through the Micro, Small, and Medium-Sized 
Enterprise Development Program, which carried out policy reforms, stimulated credit, and 
supported business development services.7 The TA provides continuity and reflects lessons from 
projects supported by the Japan Fund for Poverty Reduction—Advancing Economic 
Opportunities for Women and Girls and Decentralized Coordination and Partnerships for Gender 
Equality Results—in terms of (i) concerted efforts from agencies mandated to improve market 
linkages for self-help groups’ products; and (ii) emphasis on product design, packaging, and 
labeling to gain access to higher-value markets.8 
 

III. THE TECHNICAL ASSISTANCE 
 

A. Impact and Outcome 
 
10. The TA is aligned with the following impact: increased contribution of CSIs to gross 
domestic product and employment (footnote 4).9 The TA will have the following outcome: CSIs’ 
access to higher-value domestic and international market improved.10 
 
B. Outputs, Methods, and Activities 
 
11. Output 1: National framework for CSI product standardization and certification 
established. To achieve this output, a participatory baseline assessment of institutional 
capacities will be conducted to establish a national product certification system and to provide 
certification services from a single window. Based on the assessment, the TA will (i) support the 

 
6 Brand Bhutan is a certification process under the Department of Trade, Ministry of Economic Affairs for products that 

reflect the values of Bhutan’s society and history and the Gross National Happiness philosophy.  
7 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Grant to the Kingdom 

of Bhutan for the Micro, Small, and Medium-Sized Enterprise Development Program. Manila. 
8 ADB. 2013. Completion Report: Micro, Small, and Medium-Sized Enterprise Development Program in Bhutan. 

Manila; ADB. 2015. Implementation Completion Memorandum: Advancing Economic Opportunities for Women and 
Girls. Manila; ADB. 2019. Completion Report: Decentralized Coordination and Partnership for Gender Equality 
Results in Bhutan. Manila; and ADB. 2016. Technical Assistance to the Kingdom of Bhutan for Enhancing 
Competitiveness of High-Value Agriculture and Artisan Products Value Chains. Manila. 

9 Government of Bhutan. Gross National Happiness Commission. 2018. 12th Five Year Plan: Cottage and Small 
Industry and Start Up Development Flagship Program. Thimphu. 

10 The design and monitoring framework is in Appendix 1. 
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institutional strengthening of the DCSI and other government agencies, especially BAFRA and 
the BSB, to bring the quality of product certification in Bhutan up to par with regional and 
international standards;11 and (ii) design and implement national campaigns to promote the 
importance of product certification among CSIs and guide them through testing and certification.12 
Gender-sensitive efforts will ensure women entrepreneurs’ and related associations’ involvement 
in TA-supported activities, including all awareness, testing, and certification programs. 
 
12. Output 2: CSI products promoted using Brand Bhutan. The DCSI intends to use Brand 
Bhutan to promote CSI products. The output comprises two components: 
 

(i) Promote select domestic and export-oriented CSI products using “Made in 
Bhutan” and” Grown in Bhutan” labels of the Brand Bhutan strategy. For 
gender mainstreaming, the TA will focus on three types of products in which 
women’s involvement is strong: high-end agricultural products (peanuts, 
dehydrated fruits, honey, and red rice); medicinal and aromatic plants (Sichuan 
pepper and caraway); and textiles and crafts (tourist souvenirs, including traditional 
paintings using natural pigments, home decor, scarves, and shawls). Agro-based 
products under the One Village One Product initiative supported by the Queen’s 
Project Office, and products with strong market potential under the Japan 
International Cooperation Agency’s Decentralized Hands-On Program Exhibition 
will also be promoted.13  

(ii) Raise awareness of Brand Bhutan among CSI entrepreneurs and build their 
capacity to acquire certification. The TA will support targeted awareness and 
registration in countries offering the best opportunities for trade and e-trade. 

 
13. Output 3: Integrated market access program to promote select CSI products 
designed and implemented. The TA will support CSIs in accessing domestic, regional, and 
international markets by (i) establishing a market improvement center focusing on product design, 
packaging, and labeling; (ii) developing the capacity of 100 CSI start-ups and business owners in 
product packaging and labeling, including hand-holding support during one cycle of product 
placement.14 Priority will be given to products in output 2. To help develop the capacity of the 
DCSI, the TA will (i) train assigned DCSI officials (including economic development officers) in 
business development services (e.g., business mentoring, marketing, project proposal 
preparation); and (ii) support the development of the DCSI’s online business development service 
portal. 
 
C. Cost and Financing 
 
14. The TA is estimated to cost $2,200,000, of which $2,000,000 will be financed on a grant 
basis by the Japan Fund for Poverty Reduction and administered by ADB. The government will 
provide counterpart support in the form of staff (including secretarial services as required), office 
accommodation and supplies, furniture and utilities, domestic transport, and other in-kind 
contributions. The key expenditure items are listed in Appendix 2. 
 

 
11 Capacity development programs for the BSB will ensure that the agency can certify CSI products per the International 

Organization for Standardization (ISO) product certification system. 
12 The government will provide capital-intensive equipment facilities while the TA will provide simple equipment for CSI 

product testing and certification for training. 
13 The One Village One Product initiative was supported by ADB. 2016. Technical Assistance to the Kingdom of Bhutan 

for Enhancing Competitiveness of High-Value Agriculture and Artisan Products Value Chains. Manila. 
14 The space and facilities for product packaging and labeling will be provided by the DCSI. 
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D. Implementation Arrangements 
 
15. ADB will administer the TA and ADB’s South Asia Department will select, supervise, and 
evaluate the consultants. 
 
16. The DCSI will be the TA executing agency. A small project management unit will be 
established within the DCSI to carry out day-to-day TA implementation. The Programming 
Division and Enterprise Development Division, in coordination with the project management unit, 
will work with the TA consultants to support two-way knowledge transfer though on-the-job 
training for DCSI staff members and the documenting of best practices in consulting reports, 
guidelines, and templates. The implementation arrangements are in the table. 
 

Implementation Arrangements 

ADB = Asian Development Bank, BAFRA = Bhutan Agriculture and Food Regulatory Authority, BSB = Bhutan 
Standards Bureau, DCSI = Department of Cottage and Small Industry, QCBS = quality- and cost-based selection, TA 
= technical assistance. 
Source: Asian Development Bank. 

 
17. Consulting services. The TA will require 53.5 person-months of inputs from international 
experts and 138.5 person-months inputs from key national experts. The consultants are required 
for (i) CSI product promotion, (ii) communications and advocacy, (iii) standardization and 
certification, (iv) brand development and management, (v) product packaging and labelling, and 
(vi) project management. ADB will engage the consultants following the ADB Procurement Policy 
(2017, as amended from time to time) and its associated staff instructions.15 
 
18. ADB procurement. ADB and/or the consultants will purchase training materials and 
equipment, and systems-related information technology software and equipment to support TA 
implementation, using shopping as the procurement method. Procurement will follow the ADB 
Procurement Policy and Procurement Regulations for ADB Borrowers (2017, as amended from 
time to time). 
 

 
15 Terms of Reference for Consultants (accessible from the list of linked documents in Appendix 3). 

Aspects Arrangements 

Indicative 
implementation period 

June 2020–June 2023 

Executing agency DCSI, Ministry of Economic Affairs 

Implementing agencies 

DCSI, BAFRA, and BSB. The DCSI will implement outputs 2 and 3 and co-
lead output 3 as coordinating agency. BAFRA and the BSB will implement 
output 1.  

Consultants To be selected and engaged by ADB 
 QCBS (90:10)  CSI product promotion firm 

(international) 
$419,600 

QCBS (90:10)  Communications firm (national) $120,125 
Individual consultant 
selection 

International:14 person-months  
National: 99 person-months 

$555,750 

Procurement To be procured by ADB and/or consultants 
Shopping 3 contracts $684,000 

Disbursement The TA resources will be disbursed following ADB's Technical Assistance 
Disbursement Handbook (2010, as amended from time to time). 

Asset turnover or 
disposal arrangement 
upon TA completion 

Upon TA completion, assets procured will be turned over to the DCSI, BAFRA, 
and the BSB or disposed of following ADB guidelines and procedures. 
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IV. THE PRESIDENT’S DECISION 
 
19. The President, acting under the authority delegated by the Board, has approved the Asian 
Development Bank administering technical assistance not exceeding the equivalent of 
$2,000,000 to the Government of Bhutan to be financed on a grant basis by the Japan Fund for 
Poverty Reduction for Improving Market Linkages for Cottage and Small Industries, and hereby 
reports this action to the Board.
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DESIGN AND MONITORING FRAMEWORK 
 
Impact the TA is Aligned with  
Increased contribution of CSIs to gross domestic product and employmenta 

Results Chain 
Performance Indicators with Targets and 

Baselines 

Data Sources and 
Reporting 

Mechanisms 
Risks 

Outcome By 2023:   
 
CSIs’ access to higher-
value domestic and 
international market 
improved 

a.  Market access to higher-value domestic 
and international markets for 21 CSIs (40% 
owned by women) improved (2019 
baseline: 0, target: 21 CSIs) 
 

 
a. DCSI reports 
and project 
completion report 

Slow adoption of 
standardization 
and certification 
framework 

 
Outputs  

1. National framework for 
CSI product 
standardization and 
certification established 

By 2021: 

1a. Baseline assessment for institutional 
capacities (DCSI, BAFRA, and BSB) 
completed and report finalized (Baseline: 
Not applicable) 

1b. National framework for CSI product 
standardization and certification established 
(Baseline: Not applicable) 

1c.  At least 50 government officials 
reported increased knowledge on regional 
and international standards and processes 
(Baseline: Not applicable, target 50) 

1d. 3 Awareness, communication 
multimedia and social network products 
designed for new CSI product 
standardization and certification processes 
and CSI promotion (Baseline: Not 
applicable) 

1e. At least 100 CSI entrepreneurs (40% 
women) reported increased knowledge on 
the new harmonized standardization and 
certification processes (Baseline: Not 
applicable, target: 100 CSI entrepreneurs) 

 

 
 
1a. TA quarterly 
progress reports  
 
 
1b. DCSI reports  
 
 
 
1c.–e. TA quarterly 
progress reports 

 
 
Standardization 
and certification 
framework failed 
to be adopted 
because of 
political or 
commercial 
factors 
 
Low participation 
of CSI 
entrepreneurs 

2. CSI products promoted 
using Brand Bhutan 

By 2023: 
2a. 12 select CSI products promoted using 
Brand Bhutan certification (Baseline: Not 
applicable) 
 
2.b. 100 CSI entrepreneurs (40% women) 
reported increased awareness and 
knowledge of Brand Bhutan certification 
(Baseline: NA, target 100 CSI 
entrepreneurs)  
 

 
2a. Consultant’s 
reports 
 
 
2b. TA quarterly 
progress report 

 
CSI 
entrepreneurs do 
not use brands 
developed to 
market their 
products 

2.c. 3 Multimedia advocacy materials 
covering 12 CSI products produced and 
disseminated (2019 baseline: 0, target: 3 
multimedia products. 
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CSI = cottage and small industry, BAFRA = Bhutan Agriculture and Food Regulatory Authority, BSB = Bhutan 
Standards Bureau, DCSI = Department of Cottage and Small Industry, Q = quarter. 

a Government of Bhutan, Gross National Happiness Commission. 2018. 12th Five Year Plan: Cottage and Small 
Industry and Start Up Development Flagship Program. Thimphu. 

Source: Asian Development Bank. 

Results Chain 
Performance Indicators with Targets and 
Baselines 

Data Sources and 
Reporting 
Mechanisms 

Risks 

3. Integrated market 
access program to 
promote select CSI 
products designed and 
implemented 

By 2022: 

3a. Master plan for operation of CSI market 
improvement center developed (2019 
baseline: Not applicable) 

3b. At least 100 CSI owners (40% women) 
demonstrate improved skills in and 
knowledge of packaging and labeling 
(Baseline: 0) 

3c. 50 government officials reported 
increased knowledge of business 
development services (Baseline: 0) 

3.d. The DCSI’s business development 
portal developed and operationalized 
(Baseline: Not applicable) 

 
3a. Consultant’s 
report 
 
3b.–d. TA quarterly 
progress reports 

 
Low participation 
of CSI owners 
because of time 
constraints 

Key Activities with Milestones 
1.National level framework for CSI product standardization and certification established. 
1.1 Carry out baseline assessment of DCSI, BSB and BAFRA for harmonized product standardization and certification   

framework [Q4 2020–Q1 2021] 
1.2 Finalize the framework [Q2 2021] 
1.3 Recruit communications consultant [Q2 2021] 
1.4 Develop awareness campaign on new CSI product standardization and certification and other CSI themes [Q3 

2021] 
1.5 Roll out/implement awareness campaigns [Q4 2021] 
1.6 Conduct training for government officials (BSB and BAFRA) on regional and international standards and processes 

[Q4 2021] 
1.7 Conduct training program on new framework for CSI owners 
2. Bhutan CSI product brands developed 
2.1 Develop brand strategy - Prepare selection criteria and select 12 CSI products [Q3 2021] 
2.2 Development of awareness/communications materials for 12 products [Q4 2021]  
2.3 Roll out media campaigns for 12 products [Q1 2022] 
3. Integrated market access program for the promotion of select CSI products designed and implemented 
3.1 Develop of Master Plan for CSI market enhancement center [Q2 2022]   
3.2 Operationalize CSI market center [Q3–Q4 2022]  
3.3 Plan and conduct packaging and labeling training [Q3 2022–Q4 2022]  
3.4 Plan and conduct training on business development services [Q3 2022–Q4 2022] 
3.5 Develop and operationalize business development portal (Q4 2022–Q1 2023] 
TA Management Activities 
Recruit consultant for output 1 [Q3 2020] 
Recruit consultant – Brand expert for Output 2 [Q2 2021] 
Recruit consulting firm – Consultants for Output 3 [Q1 2022] 
 
Inputs 
Japan Fund for Poverty Reduction: $2 million grant c 
Note: The government will provide counterpart support in the form of staff (including secretarial services as required), 
office accommodation and supplies, furniture and utilities, domestic transport, and other in-kind contributions. 
Assumptions for Partner Financing 
Not applicable 
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COST ESTIMATES AND FINANCING PLAN 

($ '000) 
 

Item Amount 

Japan Fund for Poverty Reductiona 

 
 

1. Consultants  
a.   Remuneration and per diem  

i. International consultantsb
 578.0 

ii. National consultantsc
 517.0 

b.   International and local travel 87.0 
c.   Reports and communications 10.0 

2.  Equipmentd 370.0 
3.   Training, seminars, and conferences 314.0 
4.   Miscellaneous administration and support costse 10.0 

         5.   Contingencies 114.0 
   Total 2,000.0 

Note: The technical assistance (TA) is estimated to cost $2,200,000, of which contributions from the Japan Fund 
for Poverty Reduction are presented in the table. The government will provide counterpart support in the form of 
staff (including secretarial services as required), office accommodation and supplies, furniture and utilities, 
domestic transport, and other in-kind contributions. The value of the government contribution is estimated to 
account for 10% of the total TA cost. 
a Administered by the Asian Development Bank. 
b Includes estimated remuneration and per diem costs associated with the recruitment of international consultant 

services and an international cottage and small industry product promotion firm.  
c Includes costs associated with the recruitment of a national media and communications firm to produce and 

disseminate all audiovisual and social media–related products. 
d Standard information technology equipment (three computers) and equipment to develop and operate a cottage 

and small industry business service portal to be managed by the government, including training equipment and 
materials for outputs 1 and 2.  

e Miscellaneous administrative and support costs include office supplies and ad hoc TA coordination meeting 

expenses for the project management unit. 

Source: Asian Development Bank estimates.
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LIST OF LINKED DOCUMENTS 
 

http://www.adb.org/Documents/LinkedDocs/?id=53428-001-TAReport 
 

1. Terms of Reference for Consultants 

 

http://www.adb.org/Documents/LinkedDocs/?id=53428-001-TAReport
http://www.adb.org/Documents/LinkedDocs/?id=53428-001-TAReport

