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Implementation
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Nature of Activity Capacity Development, Policy Advice, 
Research and Development

Executing Agency Ministry of Finance
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2. Sector Subsector(s)     ADB Financing ($ million)
Public sector 
management

Economic affairs management 0.75

Total 0.75
qq

3. Operational Priorities Climate Change Information

 Addressing remaining poverty and reducing inequalities

 Accelerating progress in gender equality

 Strengthening governance and institutional capacity

GHG Reductions (tons per annum) 0
Climate Change impact on the Project Low

ADB Financing
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Sustainable Development Goals Gender Equity and Mainstreaming
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6. Financing

Modality and Sources Amount ($ million)
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Special Fund
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    None 0.00

Counterpart 0.08
    Government 0.08

Total 0.83
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I. INTRODUCTION 
 
1. The knowledge and support technical assistance (TA) for Strengthening Policy 
Formulation and Implementation will help the Government of Bhutan build its institutional capacity 
in the areas of policy formulation and implementation for effective debt management and robust 
macroeconomic coordination, including private sector participation. 
 
2. The TA is aligned with two operational priorities of Strategy 2030 of the Asian 
Development Bank (ADB):1 (i) operational priority 1: addressing remaining poverty and reducing 
inequalities, including spatial disparities; (ii) operational priority 2: accelerating progress in gender 
equality; and (iii) operational priority 6: strengthening governance and institutional capacity 
through innovative and sustainable solutions to strengthen the country’s capacity in 
macroeconomic coordination and debt management. The TA is also included in ADB’s country 
operations business plan, 2020–2022.2 
 

II. ISSUES 
 
3. Slowing growth. Bhutan’s impressive annual average economic growth of 7.0% since 
the late 1980s has slowed in the last 2 years (3.8% growth rate in FY2018 and 4.4% in FY2019).3 
In 2020, Bhutan’s economy was expected to rebound from two consecutive years of lackluster 
growth, but these prospects were dampened by the impact of the coronavirus disease            
(COVID-19) pandemic. ADB’s lower-bound estimates for gross domestic product project growth 
to slide by 5.0 percentage points to 1% in FY2020.  The high growth until 2017 was primarily 
driven by public sector-led hydropower development, which contributed about 25% to growth and 
was a major source of government revenue.4 However, the capital-intensive and low-employment 
elasticity nature of the sector has not been able to drive private sector growth or employ the 
increasing young and educated population entering the job market. Additionally, the high import 
content of hydropower construction has resulted in a large external imbalance and high foreign 
currency debt, at more than 100% of gross domestic product. To diversify away from hydropower, 
the government intends to and has undertaken initiatives to strengthen its macroeconomic 
coordination and improve policy and regulatory reforms for private sector development.  
 
4. Public sector domination. The dominance of the public sector in the economy is 
reflected in the large number of state-owned enterprises (SOEs) and government-linked 
companies. SOEs generate about 40% of government revenues and almost half of all jobs outside 
agriculture. In contrast, the private sector remains underdeveloped and predominantly engaged 
in low-scale, low-productivity investments. This is in spite of the government introducing reforms 
and providing incentives to improve the regulatory environment for business operations. Limited 
platforms are available to initiate policy dialogue and carry out analysis aimed at improving the 
ease of doing business, in which Bhutan needs drastic improvement. Such platforms would 
accelerate private sector growth and enhance the contribution of the private sector in the country’s 
development process. 
 

 
1 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 
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, 1988–2018. Thimphu. The average 

real domestic product growth was calculated from FY1988 to FY2018. 
4 ADB. 2019. Country Partnership Strategy: Bhutan, 2019–2023—Fostering Diversification and Reducing Disparities. 

Manila. 

https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
https://www.adb.org/sites/default/files/institutional-document/526656/cps-bhu-2019-2023.pdf
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5. Government effectiveness. Although the government’s effectiveness in macroeconomic 
coordination and public financial management has improved over the years, the overall efficiency 
and effectiveness of the public sector remains low. The government does not have a sound 
macroeconomic model to track and forecast key macroeconomic variables and an early economic 
warning system that can ensure timely macroeconomic policies and decisions. Further, the 
vertical and horizontal coordination mechanism between the central agencies and local 
governments is weak in terms of macroeconomic forecasting and planning. Public servants have 
limited expertise to carry out macroeconomic forecasting, which is exacerbated by lack of 
research and data. Even when data are available, the government’s capacity to use data to 
analyze reform options and model distributional impacts is limited. Bhutan’s declining overseas 
development assistance and the limited means to earn convertible currency indicates that 
financing debt service may be a challenge for the country. The government’s debt management 
system, which is the foundation of efficient public debt management, is stand-alone and outdated. 
It has not kept up with the changing technology and needs urgent upgrading to ensure efficient 
public debt management. 
 
6. Private sector lags behind. Bhutan urgently needs to refocus its policy framework to 
meet the requirements of a country about to graduate from least developed country status, in 
which the private sector is expected to play an increasing role. The government will have to 
maintain the momentum of reform efforts to enable greater private sector participation. It needs 
to undertake sound analytical work to study various policy issues and options, based on 
experiences from other countries, and adapt them to Bhutan’s need. It also needs to create 
platforms for private sector engagement to facilitate discourse on policy options and encourage 
stakeholder participation in policy formulation. 
  
7. Government strategy. The twelfth plan, 2018–2023 has ambitious targets for economic 
growth and job creation, while minimizing social and climate-related vulnerabilities.5 The 
government is undertaking reforms to strengthen domestic resource mobilization efforts, including 
the adoption of a public financial management strategy that places priority on mobilizing domestic 
revenue to compensate for declining external grants. It is also committed to building adequate 
capacity for these reforms to yield results and contribute toward achieving Bhutan’s development 
agenda of green sustainable and equitable socioeconomic development. This is evident from the 
Twelfth Five Year Plan’s national key result area 1, which focuses on strengthening 
macroeconomic coordination, sustaining fiscal sustainability, and strengthening public financial 
management. 
  
8. ADB experiences and lessons. In 2012, ADB supported the government with TA for 
Enhancing Development Management for Sustainable and Inclusive Growth.6 The TA supported 
the government and the Ministry of Finance (MOF) to (i) strengthen analytical skills for 
macroeconomic management and project implementation, and (ii) enhance knowledge of 
socioeconomic assessment and impact evaluation studies. Lessons and evaluation of the TA 
interventions indicate the need for continued capacity strengthening in macroeconomic analysis 
(including enhancing private sector participation) and macroeconomic forecasting, fiscal planning, 
and effective debt management to enhance the effectiveness, efficiency, and success of 
development projects and programs. 
 
 

 
5   Government of Bhutan, Gross National Happiness Commission. 2019. Twelfth Five Year Plan, 2018–2023. Thimphu. 
6 ADB. 2012. Technical Assistance to the Kingdom of Bhutan for Enhancing Development Management for 

Sustainable and Inclusive Growth. Manila. 

https://www.gnhc.gov.bt/en/wp-content/uploads/2019/05/TWELVE-FIVE-YEAR-WEB-VERSION.pdf
https://www.adb.org/sites/default/files/project-document/75051/46189-001-bhu-tar.pdf
https://www.adb.org/sites/default/files/project-document/75051/46189-001-bhu-tar.pdf
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III. THE TECHNICAL ASSISTANCE 
 

A. Impact and Outcome 
 
9. The TA is aligned with the following impact: Bhutan’s macroeconomic coordination 
strengthened (footnote 5). The TA will have the following outcome: macroeconomic planning and 
debt management improved.7 
 
B. Outputs, Methods, and Activities 
 
10. Output 1: Macroeconomic forecasting and debt management system strengthened. 
While macroeconomic forecasting is key to sound economic decisions, long-term fiscal 
sustainability requires adequate debt management. Under this output, the TA will support the 
MOF to enhance its capacity for macroeconomic forecasting. An initial capacity assessment of 
the MOF will be carried out and, based on the assessment, customized trainings will be conducted 
for MOF officials in empirical modeling and forecasting, including analytical framework and tools 
for modeling and quantitative analysis. The current debt management system, established under 
the Commonwealth Secretariat’s Public Debt Management Programme, will be augmented and 
upgraded to a web-based relational system.8 The existing stand-alone system will be migrated to 
a more robust and cloud-based system called Meridian, developed by the Commonwealth 
Secretariat’s Debt Management Unit for its member countries, and will provide multiple access to 
real-time data with options for automatic upgrades. Officials of the Department of Macroeconomic 
Affairs (DMEA) will be provided on-the-job training to operate the system. 
 
11. Output 2: Integrated knowledge management and institutional capacity-building 
program in research and analysis improved. The TA will provide resources for more informed 
policy making by establishing a knowledge base through research and analytical studies. It will 
facilitate wider discussion of policy issues nationally, and provide the government with a forum to 
solicit the views and insights of international experts through seminars and workshops. It will build 
on the results of previous ADB TA for Enhancing Development Management for Sustainable and 
Inclusive Growth (footnote 6) and will support in (i) providing assistance for policy research and 
analysis, data collection, and information dissemination, including the assessment of SOEs, 
review of the National Pension and Provident Fund, and sustainable tourism development; (ii) 
creating a forum for policy dialogue and analysis to foster constructive policy dialogue between 
the government and the private sector to enhance private sector development; and (iii) building 
the capacity of select government agencies to improve the economic policy reform agenda by 
providing training in evaluating policy reforms, providing feedback on policy implementation, and 
analyzing and responding to regional and global economic challenges. The training programs will 
be conducted both within and outside the country, based on the availability of experts and 
institutions. If the COVID-19 situation does not improve, trainings will be conducted through 
alternative methods using online platforms, and consultants will carry out studies using alternative 
working arrangements. 
 
C. Cost and Financing 
 
12. The TA is estimated to cost $830,000, of which $750,000 will be financed on a grant basis 
by ADB’s Technical Assistance Special Fund (TASF 6). The government will provide counterpart 

 
7 The design and monitoring framework is in Appendix 1. 
8 The Commonwealth Secretariat’s Debt Recording and Management System was procured through ADB. 2006. 

Technical Assistance to the Kingdom of Bhutan for Capacity Building of the Department of Aid and Debt 
Management’s Debt Management Unit. Manila. 

https://www.adb.org/sites/default/files/project-document/66712/38438-bhu-tar.pdf
https://www.adb.org/sites/default/files/project-document/66712/38438-bhu-tar.pdf
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support in the form of counterpart staff (including secretarial services, as required), office 
accommodation and supplies, domestic transportation, furniture and utilities, and other in-kind 
contributions. The key expenditure items are listed in Appendix 2. 
 
D. Implementation Arrangements 
 
13. ADB will administer the TA. ADB’s South Asia Department will select, supervise, and 
evaluate the consultants. 
 
14. The MOF will be the executing agency for the TA. A small project management unit will 
be established within the DMEA to carry out day-to-day TA implementation. The Macroeconomic 
Policy Coordination and Surveillance Division, Fiscal Policy Division, and Debt Management 
Division will work with the TA consultants to support two-way knowledge transfer though on-the-
job training for DMEA staff and documenting best practices in training reports, consulting reports, 
guidelines, and templates. The implementing arrangements are summarized in the table. 
 

Implementation Arrangements 
 

ADB = Asian Development Bank, DMEA = Department of Macroeconomic Affairs, TA = technical assistance. 
a The Commonwealth Secretariat’s Debt Recording and Management System was procured through ADB. 2005. 

Technical Assistance to the Kingdom of Bhutan for Capacity Building of the Department of Aid and Debt 
Management’s Debt Management Unit. Manila. Development Finance International, Inc., the official distributor of 
Meridian for the Commonwealth Secretariat, has the sole capability (including the migration tool) to upgrade the 
system from CS-DRMS to Meridian, so it will be engaged through single source selection.  

Source: Asian Development Bank. 

 
15. Consulting services. The TA will require 9.5 person-months of international experts and 
16.8 person-months of key national experts. The consultants are required in (i) macroeconomic 
coordination, (ii) public debt management, (iii) private sector development, (iv) pension and 
provident fund, and (v) monitoring and evaluation. ADB will engage the consultants following the 
ADB Procurement Policy (2017, as amended from time to time) and its associated staff 
instructions.9 Consultants will procure goods and will administer consultations, workshops, and 
seminars under the TA budget. 
 
 

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

Aspects Arrangements 

Indicative implementation period June 2020–June 2022 

Executing agency Ministry of Finance 
Implementing agencies DMEA 
Consultants To be selected and engaged by ADB 
 Development Finance 

International, Inc. 
Single source 
selectiona 

$282,222 

International: 9.5 person-months  
National: 16.8 person-months 

Individual consultant 
selection 

$227,700 

Procurement To be procured by consultants 
Request for quotations 1 contract $97,000 

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 
DMEA or disposed of following ADB guidelines and procedures.  

https://www.adb.org/sites/default/files/project-document/66712/38438-bhu-tar.pdf
https://www.adb.org/sites/default/files/project-document/66712/38438-bhu-tar.pdf
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IV. THE PRESIDENT'S DECISION 
 
16. The President, acting under the authority delegated by the Board, has approved the 
provision of technical assistance not exceeding the equivalent of $750,000 on a grant basis to the 
Government of Bhutan for Strengthening Policy Formulation and Implementation, and hereby 
reports this action to the Board.
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DESIGN AND MONITORING FRAMEWORK 

Impact the TA is Aligned with 
Bhutan’s macroeconomic coordination strengtheneda 

Results Chain 
Performance Indicators  

with Targets and Baselines 

Data Sources 
and Reporting 
Mechanisms 

Risks 

Outcome By December 2022: 
 

  

 

Macroeconomic 
planning and debt 
management improved 

a.     A macroeconomic model to track 
and forecast key macroeconomic 
variables instituted (2020 baseline: 
Not applicable) 

b.     Debt management tasks carried out 
on improved debt management 
systemb (2020 baseline: Not 
applicable) 

 
 
 

 

a.–b. TA 
completion 
report 

Trained officials 
leave 
government for 
economic 
reasons. 

 

 
Outputs 

 
1. Macroeconomic 
forecasting and debt 
management system 
strengthened 

 
By June 2022: 
 
1a.   At least 50 MOF officials (32% 

women) reported increased 
knowledge of empirical modeling 
and forecasting, including tools for 
modelling of analytical frameworks 
modeling and quantitative analysis 
(2020 baseline: Not applicable) 

 
1b.   DMEA’s debt management system 

migrated to an online system with 
upgrades (2020 baseline: No online 
system) 

 
1c.   At least 10 DMEA officials (32% 

women participants) certified in the 
use of the new online debt 
management system 
(2020 baseline: 0) 

 
1d.   At least 50 MOF and ADB 

executing and implementing 
agency officials reported increased 
knowledge of ADB disbursement 
and procurement procedures 
(2020 baseline: Not applicable) 

 
 
 
 
 
 

 
 
 
1a.  TA quarterly 

progress 
reports 

 
 
 
 
 
1b.  Training 

reports 
 
 
 
1c.   DMEA 

online debt 
manageme
nt system  

 
 
1d.  Training 

reports 

 
 
 
Relevant 
officials from 
key 
government 
ministries and 
agencies 
cannot 
participate in 
planned 
workshops 
because of 
unforeseen 
domestic 
issues. 
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Results Chain 
Performance Indicators 

with Targets and Baselines 

Data Sources 
and Reporting 
Mechanisms 

Risks 

2. Integrated knowledge 
management and 
institutional capacity-
building program in 
research and analysis 
improved 

By June 2022 
 
2a.   At least two policy research and/or 

analytical or assessment reports 
published (2020 baseline: Not 
applicable) 

 

 
 
2a.   Consultant 

final reports  
 

 

2b.   At least 100 participants (32% 
women) from the government, 
nongovernment organizations, and 
the private sector attended two in-
country seminars, conferences, 
and/or workshops with improved 
knowledge of macroeconomic 
management, policy formulation, 
and implementation (2020 
baseline: 0) 

2c.   At least 50 government officials 
(40% women) reported increased 
knowledge of evaluating policy 
reforms, providing feedback on 
policy implementation, and 
analyzing and responding to 
regional and global economic 
challenges (2020 baseline: 
Not applicable) 

 
 

2b.  Conference, 
workshop 
and seminar 
reports 

 
 
 
 
 
 

 
2c.   Training 

completion 
report 

 

Key Activities with Milestones 
 
1. Macroeconomic forecasting and debt management system strengthened 
1.1 Carry out training needs assessment of the MOF (Q3–Q4 2020) 
1.2 Conduct training for MOF officials based on the training needs assessment (Q2–Q4 2021) 
1.3 Prepare the migration of the DMEA debt management system (CS-DRMS) (Q3 2020) 
1.4 Install the upgraded debt management system (Q4 2020) 
1.5 Roll out the new online debt management system (Q1 2021) 
1.6 Conduct training for DMEA officials on the operation of the new online system (Q2 2021) 
 
2. Integrated knowledge management and institutional capacity-building program in research and 

analysis improved 
2.1 Develop a research, analytical and assessment plan, including the selection of topics/sectors (Q3 

2021) 
2.2 Conduct a research, analysis, and assessment (Q4 2021–Q1 2022) 
2.3 Publish and disseminate reports (Q2 2022) 
2.4 Plan national and international workshops and select thematic topics (Q4 2020) 
2.5 Conduct the first workshop (Q1 2021), second workshop (Q3 2021), and third workshop (Q1 2022) 
2.6 Develop a training plan, including the selection of modules (Q1 2021) 
2.7 Roll out the training programs for policy formulation and implementation (Q2 2021–Q2 2022) 
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ADB = Asian Development Bank, DMEA = Department of Macroeconomic Affairs, MOF = Ministry of Finance, 
Q = quarter, TA = technical assistance. 
a Government of Bhutan, Gross National Happiness Commission. 2019. Twelfth Five Year Plan, 2018–2023. Thimphu. 
b Debt management tasks will be carried out on an improved cloud-based system, which will provide multiple access 

to DMEA staff coupled with trainings for staff, resulting in the award of certificates to operate the system. The new 
skills to operate the debt management system are part of the core functions of the DMEA staff. 

Source: Asian Development Bank.

TA Management Activities 
Recruit consultants for output 1 (Q3 2020) 
Recruit research consultants for output 2 (Q2 2021) 
 
Inputs 
ADB: $750,000 
Note: The government will provide counterpart support in the form of counterpart staff (including 
secretarial services as required), office accommodation and supplies, domestic transportation, furniture 
and utilities, and other in-kind contributions. 

https://www.gnhc.gov.bt/en/wp-content/uploads/2019/05/TWELVE-FIVE-YEAR-WEB-VERSION.pdf
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

 
Item Amount 

Asian Development Banka  
1 Consultants  

a.    Remuneration and per diem  
i. International consultants  174.0 
ii. National consultants 86.0 

b.    Out-of-pocket Expenditures  
i. International and local travelb 35.0 
ii. Equipment and softwarec 97.0 
iii. Training, workshops, and seminars 86.5 
iv. Reports and communications 31.5 

      2. Training, workshops, and seminars 
 

165.0 
3. Contingencies 75.0 
  Total 750.0 

Note: The technical assistance is estimated to cost $750,000, of which contributions from the Asian Development Fund 
are presented in the table. The government will provide counterpart support in the form of counterpart staff (including 
secretarial services as required), office accommodation and supplies, domestic transportation, furniture and utilities, and 
other in-kind contributions. The value of the government counterpart fund is estimated to account for 10% of the total TA 
cost. 
a Financed by the Asian Development Bank’s Technical Assistance Special Fund (TASF 6). 
b Covers airfare, local transport cost, and miscellaneous travel expenses.  
c Standard information technology equipment (computers) and the Commonwealth Secretariat’s proprietary public 

debt management software, Meridian, which will be procured using the direct contracting method from Development 
Financial International, the official distributor of the software for the Commonwealth Secretariat. 

Source: Asian Development Bank estimates. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=54141-001-TAReport 

1. Terms of Reference for Consultants 

 

http://www.adb.org/Documents/LinkedDocs/?id=54141-001-TAReport

