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Partnerships
The Asian Development Bank (ADB) has partnered with the Government of Bhutan since 
1982. ADB has maintained close cooperation with other multilateral and bilateral funding 
agencies, and with civil society organizations to strengthen the effectiveness, quality, and 
sustainability of the services it provides. The interim country partnership strategy (CPS), 
2012–2013 is being implemented in coordination with other development partners to 
avoid duplication. Examples of effective partnerships include ADB’s rural electrification 
loans following the Rural Electrification Master Plan, which was developed with 
assistance from the Government of Japan. Similarly, development partners are using  
the Road Sector Master Plan, which was developed with ADB assistance. 

Operational Challenges
Although Bhutan has maintained impressive economic growth and made commendable 
progress toward the Millennium Development Goals (MDGs), it is still challenged by a 
narrow economic base, low employment elasticity in the hydropower sector, inadequate 
involvement of the private sector in economic development, administrative limitations 
on the expansion of the private sector, and a rapidly growing number of educated 
but unemployed youth. The recent Indian rupee liquidity crunch also underlines the 
vulnerability of the economy and the need for strengthening macroeconomic and 
financial management to sustain high economic growth. 

While Bhutan has maintained a good record in terms of portfolio performance, 
project implementation efficiency—although still above the ADB average—has been 
declining in recent years, possibly due to the increasing size of projects, complexity of 
project designs, frequent project design changes, and increasing work volumes coupled 
with the limited capacity of domestic contractors.

Future Directions
The interim CPS, 2012–2013 continues to guide ADB’s operations for the remainder of 
the government’s 10th Five-Year Plan, 2008–2013. It is built on three strategic pillars: 
broad-based economic growth, inclusive social development, and good governance. 
ADB’s operations during the interim CPS period will continue to be focused on energy; 
transport, and information and communication technology; water supply and other 
municipal infrastructure and services; and finance. ADB will combine investment 
support with measures to build the institutional, policy, and regulatory capacities.

Table 3.  Bhutan: Cumulative  
Nonsovereign Financing  
by Product

Number of Projects 1

Amount ($ million)

Loans –

Equity Investments 0.53

Guarantees –

B Loans –

Total 0.53

– = nil.

Table 1.  Bhutan: 2012 Loan,  
Technical Assistance, 
and Grant Approvals ($ million)a

Loans

Sovereign Nonsovereign
Technical 

Assistance Grants Total
8.34 – 1.73 10.25 20.32

– = nil.

a Excludes cofinancing.

Table 2.  Bhutan: Cumulative ADB Lending 
by Sector as of 31 December 2012a

Sector
Loans  
(no.)

Amount  
($ million) %b

Agriculture and  
 Natural Resources 2 7.78 2.74
Education 2 14.13 4.97
Energy 5 106.90 37.61
Finance 5 23.50 8.27
Health and Social Protection 1 10.00 3.52
Industry and Trade 2 9.49 3.34
Transport and ICT 4 46.60 16.39
Water Supply and Other 
 Municipal Infrastructure 
 and Services 3 33.60 11.82
Multisector 3 32.27 11.35
Total 27 284.27 100.00

Total Disbursements $237.7 million

ICT = information and communication technology.

a Includes sovereign and nonsovereign loans.
b Total may not add up because of rounding.



Context
Bhutan has received $284.27 million in loans and $51.37 million 
in technical assistance since 1982. Today, ADB is Bhutan’s 
largest multilateral development partner.

The interim CPS, 2012–2013 will continue with the 
overarching goal of the CPS, 2006–2010—poverty reduction 
through economic diversification. Despite Bhutan’s sustained 
high economic growth and impressive progress in reducing 
poverty and achieving the MDGs, the country continues to face 
high rural poverty, widening income and non-income inequality, 
and a narrow economic base that is dependent on hydropower 
exports to India. Limited economic activity, other than 
subsistence agriculture and the hydropower sector, means that 
youth entering the labor force have difficulty finding employment.

ADB-Supported Projects and Programs
ADB has consistently supported rural electrification programs 
through a series of lending operations. The three completed 
ADB-financed rural electrification projects, together with 
the two ongoing ones, will have collectively electrified more 
than 37,000 households, or 43% of rural households in 
Bhutan, contributing significantly to the government’s 100% 
electrification target. Since 2006, ADB has increased its support 
for hydropower and renewable energy to support economic 
growth, promote South Asia Subregional Economic Cooperation 
(SASEC) energy cooperation, and mitigate climate change by 
increasing hydropower exports. In 2008, ADB’s Green Power 
Development Project supported a public–private partnership 
transaction through an innovative financing mechanism for 
the Dagachhu hydropower development, and implemented the 
world’s first cross-border clean development mechanism. In 
2010, ADB’s Rural Renewable Energy Development Project 
helped initiate pilot projects for wind, biogas, and sustainable 
institutional arrangements for off-grid solar home systems. 
Bhutan is an active member of the ADB-supported SASEC 
program, having implemented priority road connectivity projects  
and hydropower projects for the export of electricity to India. 

ADB has continued its support to improve the main road 
network by providing assistance for developing national 
highways under a series of road projects. Under the Road 
Improvement Project, ADB sought to improve the East–West 
Highway, while the Road Network Project financed upgrading 
of sections of the Gelephu–Trongsa National Highway. The 
SASEC Road Network Project II is financing construction of the 
Southern East–West Highway, which will connect border access 
points between Bhutan and India. ADB has also supported the 
Government of Bhutan in improving rural access under the Road 
Network Project through the construction of new feeder roads.

ADB’s support to the urban sector has increased 
substantially through the Urban Infrastructure Improvement 
Project completed in 2005. This intervention was followed by 
the much larger Urban Infrastructure Development Project. 
In response to the continued need for urban infrastructure 
development, ADB approved the Urban Infrastructure Project 
in 2012. Impacts of ADB’s involvement to date include the 

Table 6. Bhutan: Project Success Rates 

Sector %a

No. of Rated 
Projects/ 
Programs

Agriculture and Natural Resources 100.0 1
Education 50.0 2
Energy 100.0 3
Finance – 2
Health and Social Protection 100.0 1
Multisector 50.0 2
Transport and ICT 100.0 2
Water Supply and Other Municipal 
 Infrastructure and Services 100.0 1

Total 71.4 14
Year of Approval

1980s 50.0 4
1990s 83.3 6
2000s 75.0 4

– = nil, ICT = information and communication technology.
a  Based on aggregate results of project/program completion reports (PCRs), PCR validation reports 

(PVRs), and project/program performance evaluation reports (PPERs) using PVR or PPER ratings in all 
cases where PCR and PVR/PPER ratings are available.

Sources: PCRs, PVRs, and PPERs containing a rating circulated as of 31 December 2012.

Table 4.   Bhutan: Development Indicators
Non-MDG
Population in millions 0.72 [2012]
Annual population growth rate (%) 1.8 [2010–2012]
Adult literacy rate (%) 52.8 [2005]
Population in urban areas (%) 35.6 [2011]
MDG
Population living on less than $1.25 (PPP) a day (%) 1.7 [2012]
Population living below the national poverty line (%) 23.2 [2007]
Under-5 mortality rate per 1,000 live births 54 [2011]
Population using an improved drinking water source (%) 96 [2010]

MDG = Millennium Development Goal, PPP = purchasing power parity.
Sources:  ADB. 2013. Basic Statistics 2013. Manila; 

United Nations Educational, Scientific and Cultural Organization (UNESCO). 2013. Institute  
 for Statistics Data Centre; 
World Bank. 2013. World Development Indicators Online.

Table 5.  Bhutan: Economic Indicators, 2008–2012
Economic Indicator 2008 2009 2010 2011 2012
Per capita GNI, Atlas method ($) 1,730 1,820 2,000 2,130 ...
GDP growth (% change per year) 10.8 5.7 9.3 10.0 7.5
CPI (% change per year) 6.4 7.1 4.8 8.6 10.2
Unemployment rate (%) ... 4.0 3.3 3.1 2.1
Fiscal balance (% of GDP) 0.8 1.9 1.6 (2.1) (4.0)
Export growth (% change per year) 4.4 (13.8) 5.5 22.2 (10.6)
Import growth (% change per year) 27.4 (9.6) 39.0 40.5 (9.5)
Current account balance (% of GDP) (2.2) (1.1) (9.9) (23.5) (18.9)
External debt (% of GNI) 67.6 61.1 60.3 83.6 ...

( ) = negative, ... = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2013. Asian Development Outlook 2013. Manila;  

ADB staff estimates; economy sources; 
World Bank. 2013. World Development Indicators Online. 

Table 7.  Bhutan: Portfolio Performance Quality Indicators  
for Sovereign Lending and Grants, 2011–2012

Number of Ongoing Loans (as of 31 Dec 2012) 5
2011 ($ million) 2012 ($ million)

Contract Awards/Commitmentsa,b 8.1 7.0
Disbursementsa  29.0  19.6 

Number of Ongoing Grants (as of 31 Dec 2012)c 7
2011 ($ million) 2012 ($ million)

Contract Awards/Commitmentsa,b 45.7 4.8
Disbursementsa  13.0  19.9 

Projects at Risk (%) –

– = nil. 

Note: Totals may not add up because of rounding.
a Includes closed loans that had contract awards or disbursements during the year.
b Excludes policy-based lending/grants.
c Includes only Asian Development Fund and other ADB Special Funds.



provision of much-needed investments in urban infrastructure 
in Thimphu and Phuentsholing, which has improved the 
quality of life, public health, and environment of more than 
130,000 residents. 

In finance, ADB has been a key development partner for 
Bhutan. The current assistance program focuses on, among 
other things, fostering a more competitive finance sector, 
developing microenterprises, and enhancing the private sector. 
The recently completed Financial Sector Development Program, 
for example, has helped strengthen governance of the financial 
system as a whole and encouraged improvement of financial 
efficiency, with institutional strengthening measures that will 
benefit the private sector. 

Cofinancing 
Cofinancing operations enable ADB’s financing partners, 
governments or their agencies, multilateral financing institutions, 
and commercial organizations, to participate in the financing 
of ADB projects. The additional funds are provided in the form 
of official loans and grants, and commercial financing, such as 
B loans, risk transfer arrangements, parallel loans, and cofinancing 
for transactions under ADB’s Trade Finance Program (TFP).

By the end of 2012, cumulative direct value-added official 
cofinancing for Bhutan amounted to $12.7 million grant 
cofinancing for 8 investment projects and $7.8 million for 
13 technical assistance projects.

A summary of projects with cofinancing from 1 January 
2008 to 31 December 2012 is available at www.adb.org/
countries/bhutan/cofinancing

Nonsovereign Operations
As a catalyst for private investments, ADB provides direct 
financial assistance to nonsovereign public sector and private 
sector projects in the form of direct loans, equity investments, 
guarantees, B loans, and trade finance. Since its inception,  
ADB has approved one private sector project in Bhutan’s finance 
sector amounting to $0.5 million. 

ADB’s TFP fills market gaps in trade finance by providing 
guarantees and loans through over 200 partner banks in support 
of trade. The TFP has supported $13 billion in trade involving 
over 2,500 small and medium-sized enterprises. In Bhutan, the 
TFP works with two banks and has supported over $5 million 
in trade between three transactions. In addition to filling market 
gaps, the TFP’s objective is to mobilize private sector capital/
involvement in developing Asia. In Bhutan, over 60% of the 
$5 million in trade supported through the TFP was cofinanced  
by the private sector.

Procurement
From 1 January 1966 to 31 December 2012, contractors 
and suppliers were involved in 185,090 contracts for ADB 
loan projects worth $116.58 billion. During the same period, 
contractors and suppliers from Bhutan were involved in  
546 contracts for ADB loan projects worth $100.63 million.

Table 10.  Bhutan: Contractors/Suppliers Involved in ADB Loan 
Projects, 1 January 2008–31 December 2012

Contractor/Supplier Sector
Contract Amount 

($ million)
Bhutan Engineering Company 
 Pvt., Ltd.

Transport and ICT, Water Supply 
 and Other Municipal 
 Infrastructure and Services 9.53

Welfare Construction Company Transport and ICT  5.16 
Nima Construction & Jeongsan JV Water Supply and Other Municipal 

 Infrastructure and Services 4.61
Gaseb Construction Transport and ICT  3.82 
Selgar Construction Transport and ICT  2.60 
Bhutan Monico Venture Transport and ICT  2.06 
East–West & Lhojong 
 Constructions (JV)

Water Supply and Other Municipal 
 Infrastructure and Services  1.98 

Druk Sherig Construction/Welfare 
 Construction Transport and ICT  1.96 
Jabab Construction Water Supply and Other Municipal 

 Infrastructure and Services 1.87
Bhutan Construction Transport and ICT  1.52

ICT = information and communication technology.

Table 11.  Bhutan: Top Individual Consultants Involved in ADB Loan 
Projects, 1 January 2008–31 December 2012

Consultant
Number of Times  

Contracted
Contract Amount  

($ million)
Individual consultants 1  0.01 

Table 12.  Bhutan: Top Consultants (Individual Consultants and 
Consulting Firms) Involved in ADB Technical Assistance 
Projects, 1 January 2008–31 December 2012

Consultant
Number of Times  

Contracted
Contract Amount  

($ million)
Royal Institute of Management 1 0.05
Individual consultants 36 0.73

Table 9.   Bhutan: Share of Procurement Contracts

Item

2011 2012
Cumulative  

(as of 31 Dec 2012)
Amount  

($ million)
% of  
Total

Amount  
($ million)

% of  
Total

Amount  
($ million)

% of  
Total

Goods, Works, and 
 Related Services  4.44 0.06  10.11 0.14  100.63 0.09 
Consulting Services  0.14 0.03  0.17 0.03  1.75 0.02 

Table 8.  Bhutan: Projects Cofinanced,  
1 January 2008–31 December 2012

Cofinancing No. of Projects Amount ($ million)
Projectsa 5 9.22
 Grants 5 9.22
Technical Assistance Grants 4 2.28
a A project with more than one source of cofinancing is counted once.

http://adb.org/site/public-sector-financing/official-cofinancing
www.adb.org/countries/bhutan/cofinancing
www.adb.org/countries/bhutan/cofinancing
http://adb.org/site/private-sector-financing/main
http://adb.org/site/business-opportunities/operational-procurement


About Bhutan and ADB
ADB Membership
Joined 1982

Shareholding and Voting Power
Number of shares held: 660 (0.01% of total shares)
Votes: 40,264 (0.30% of total membership,
 0.47% of total regional membership)
Overall capital subscription: $10.14 million 
Paid-in capital subscription: $0.63 million

Ashok K. Lahiri is the Director and Iqbal Mahmood is the Alternate Director representing 
Bhutan on the ADB Board of Directors.

ADB’s operations in Bhutan are managed through ADB’s Manila headquarters.  
ADB’s South Asia Department provides the primary operational link to the government, 
private sector, and civil society stakeholders in its activities. The South Asia Department 
engages in policy dialogue and acts as a knowledge base on development issues  
in Bhutan.

The Bhutan government agency handling ADB affairs is the Ministry of Finance.

About the Asian Development Bank

ADB is a multilateral development bank owned by 67 members, 48 from the region  
and 19 from other parts of the world. ADB’s main instruments for helping its developing 
member countries are policy dialogue, loans, equity investments, guarantees, grants,  
and technical assistance (TA). In 2012, lending volume was $11.72 billion (110 projects), 
with TA at $150.96 million (237 projects) and grant-financed projects at $696.94 million 
(27 projects). In addition, $8.3 billion was generated in direct value-added cofinancing 
in the form of official loans and grants and commercial cofinancing such as B loans, risk 
transfer arrangements, parallel loans, and cofinancing for transactions under ADB’s Trade 
Finance Program. From 1 January 2008 to 31 December 2012, ADB’s annual lending 
volume averaged $11.78 billion. In addition, investment grants and TA funded by ADB 
and special funds resources averaged $778.77 million and $172.56 million in TA over the 
same period. As of 31 December 2012, the cumulative totals excluding cofinancing were 
$191.47 billion in loans for 2,531 projects in 44 countries, $5.67 billion in 287 grants, 
and $3.44 billion in TA grants, including regional TA grants.

Contacts
ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
adbpub@adb.org
www.adb.org/bhutan

Ministry of Finance
Taschichho Dzong
Thimpu, Bhutan
Tel +975 2 323154
Fax +975 2 322223

Useful ADB websites
Asian Development Bank
www.adb.org

Asian Development Outlook
www.adb.org/publications/series/asian-
development-outlook

Annual Report
www.adb.org/documents/series/adb-annual-reports

In this publication, “$” refers to US dollars. Figures are estimated by ADB unless otherwise cited.
Data are as of 31 December 2012 unless otherwise indicated. Fact sheets are updated annually in April. April 2013

From 1 January 1966 to 31 December 2012, consultants 
were involved in 11,990 contracts for ADB loan projects worth 
$5.11 billion. During the same period, consultants from Bhutan 
were involved in 18 contracts for ADB loan projects worth 
$0.51 million.

From 1 January 1966 to 31 December 2012, consultants 
were involved in 26,546 contracts for ADB technical assistance 
projects worth $3.1 billion. During the same period, consultants 
from Bhutan were involved in 63 contracts for ADB technical 
assistance projects worth $1.25 million.
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www.adb.org/bhutan
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