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“Creating greater economic prosperity for our people and the
nation remains an important national goal. If our country prospers,
the people will enjoy the benefits as they become more confident
and self-reliant and develop a greater sense of belonging to
our country. Should we fail, our people will suffer.”

His Majesty The King's Royal Address on the 114" National Day
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Royal Government of Bhutan

Foreword

I am pleased to share Bhutan’s 21°* Century
Economic Roadmap, 10X National Economic
Vision 2050, a bold and transformative blueprint
that embodies our collective aspirations for a

resilient, prosperous, and harmonious future.

Under the enlightened leadership of our beloved
Kings and guided by the principles of Gross
National Happiness, Bhutan has made remarkable
strides over the decades. Our unique development
approach has ensured that economic progress
remains balanced with wellbeing, environmental

conservation, and cultural preservation.

Yet, as we look ahead, we must acknowledge the
profound transformations shaping the world —
rapid technological advancements, demographic
shifts, geopolitical uncertainties, and climate
change. Bhutan stands at a defining crossroads. To
secure our nation’s future, we must embrace change
with foresight and determination, strengthening
our competitiveness, nurturing innovation, and
fortifying our resilience. This demands bold vision,

decisive action, and shared resolve.

The Vision 2050 draws profound inspiration from
His Majesty’s address duting the 112" National
Day, where His Majesty emphasised the need
for Bhutan to anticipate and proactively adapt
to emerging challenges. His Majesty’s call for

a clear economic roadmap is a directive for all

of us — government, individuals, institutions,
and the private sector — to take ownership of
our economic future, cultivate innovation, and

work towards national self-reliance and shared

prosperity.

This Vision is not merely a long-term strategy but
a transformative roadmap designed to reimagine
Bhutan’s economic landscape. With an ambitious
goal of growing our GDP tenfold by 2050, it
envisions a future where every Bhutanese enjoys an
enhanced quality of life, abundant opportunities,
and a deep sense of fulfilment. Bhutan will evolve
into a knowledge and innovation-driven economy,
excelling in key sectors such as renewable energy,
agriculture, tourism, digital technology, and
financial services. These industries will not only
generate wealth but also position Bhutan as a
globally competitive economy, all while upholding

our enduring values of sustainability and equity.

Guided by His Majesty’s vision of Brand Economy,
Trust Economy and Strength Economy, the
Roadmap will enable Bhutan to establish a globally
recognised brand across multiple sectors, enhance
trust through strategic investments in policy,
governance, human capital, and transparency,
and build a strong economy by strengthening key

industries and expanding into new sectors.
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One of the key objectives of the Vision 2050 is
to complement the Royal vision of the Gelephu
Mindfulness City, aligning with the principles of
sustainability, innovation, integrity and wellbeing,
To realise this Vision, we must focus on two
fundamental imperatives: foster competitiveness
in high-growth and innovation-driven sectors
and strengthen essential enablers such as policy,
infrastructure, education, financing, and innovation
capabilities. The Vision is designed to open new
doors for every Bhutanese, ensuring that economic
growth is broad-based, inclusive, and sustainable.
As such, the realisation of the 10X National
Economic Vision 2050 is a shared national

endeavour. Its success hinges upon the steadfast

YRR

Royal Government of Bhutan

commitment and collaboration of all segments of
society — government, private sectot, civil society,

international partners, and local communities alike.

The next decade will be pivotal in shaping Bhutan’s
trajectory. Therefore, it is imperative that we
act with urgency and conviction — aligning
policies, mobilising resources, and cultivating
an environment that nurtures enterprise,
investment, and innovation. As we embark on
this transformative journey, I invite and encourage
every Bhutanese to take an active role in shaping
our collective future. Together, we will build an
economy that not only sustains us but also serves

as an inspiration to the world.

( Tshering Tobgay )
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Executive Summary

Over the past four decades, Bhutan has made
remarkable economic progress by leveraging its
political stability, rich cultural and social assets,
and strategic investments in hydropower and
tourism. These efforts have resulted in sustained
GDP growth, improved living standards, and
international recognition as a carbon-negative
country with development rooted in Gross
National Happiness (GNH). In 2023, Bhutan’s
real GDP was $2.2 billion (Nu 185 billion) with
a nominal GDP per capita of $3,920. Bhutan
graduated from the Least Developed Country
Category in December, 2023.

Advancements in technologies such as artificial
intelligence and autonomous tech, and the broader
digital revolution, offer pathways to accelerate
economic growth by accessing opportunities
across different sectors and markets. Demographic
trends such as ageing and emigration within
and outside Bhutan create both risks and
opportunities. Climate change and transition
to Net Zero requires economies to consider
how they approach development. Bhutan’s deep
commitment to sustainability and environmental
leadership positions Bhutan well to respond to

the opportunities in green transition.

Bhutan also faces challenges that pose risks to its
long-term development ambitions. High youth
unemployment, recorded at 17.7 percent in Q4
2024,! and significant emigration, particularly
of skilled workers, undermine its potential to
harness its demographic dividend. Emigration
has exacerbated labour shortages, weakened the
domestic talent pool, and contributed to socio

-economic disparities.

! National Statistics Bureau. (2024). Fourth Quarter Labour Force Survey.

Structural and systemic barriers also hinder
Bhutan’s economic transformation. Around
96 percent of businesses® are small-scale and
cottage-based enterprises employing 58 percent
(~45,000) of individuals working in industry. High
production costs, limited access to finance, and
inadequate infrastructure weaken competitiveness
and deter investment. Dependence on hydropower
and low agricultural productivity heightens
economic vulnerabilities, while wotkforce skill
mismatches and inefficient trade logistics further

constrain growth in key sectors.

Bhutan is at a critical juncture and now is an
opportunity to strategically plan the next few
decades to develop a prosperous future. The 21*
Century Economic Roadmap articulates Bhutan’s
economic direction through the 10X Vision and
its bold ambitions to build a future-ready economy

in a rapidly changing world.

The Vision seeks to achieve three core aspirations
for Bhutan’s economic transformation: establish a
globally recognised Bhutanese brand in high-value
sectors such as hydropower, tourism, agriculture,
digital, and sustainability, embed and enhance
trust through strategic investments in policy,
governance, human capital, and transparency, and
create a resilient economy by strengthening core
industries and expanding into emerging sectors.
The framework includes five ambitions, eight

priority sectors, and seven strategic enablers.

Bhutan’s 10X National Economic Vision is to
‘build a resilient, inclusive, and sustainable
economy that enhances the wellbeing of all
Bhutanese, grounded in the principles of Gross
National Happiness (GNH), Environmental
Stewardship, and Equitable Growth.

2 Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024.

viii
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VISION

AMBITIONS

Build a resilient, inclusive, and sustainable economy that enhances the wellbeing of all Bhutanese, grounded in
the principles of Gross National Happiness (GNH), Environmental Stewardship, and Equitable Growth

\

Build 2 Robust and a
Diversified Economy — Led
by DHI and the Private-
Sector

Become a Developed
Economy

Position Bhutan as a Leader
in Selected Sectors (e.g.
energy, agncnlm.te, tourism,
digital and sustainability)

Establish a Knowledge and

Innovation-driven Economy

Build an Economy with
Sustainability and
Environmental Stewardship
at Centre of Development

e ——

Strengthen our Core Industries

Expand into Emerging Sectors

Digital

‘ Hydropower Aggiculture | Tourism | ‘

Economy

‘ ‘ Services ‘ ‘ Energy ‘ Manufacturing ‘ ‘ Mining ‘

Policy and Governance

Excellence

‘ ‘ Private Sector Development ‘ ‘ Human Capital Development ‘

Infrastructure and

Strategic
Enablers

Market Access Financial Ecosystem

Connectivity

Innovation Ecosystem ‘

-

Bhutan's 10X National Vision Framework

10X Economic Vision and Ambitions

By 2050, Bhutan will have grown real GDP tenfold,
having already achieved a developed country status
with full employment, and a diversified economy

led by DHI and the private sector.

The Vision aspites to position Bhutan as a leader
in selected high-value sectors and establish a
knowledge and innovation-driven economy with

established leadership as a carbon-neutral nation

committed to sustainable development globally.

Achieving these ambitions requires diversification
across Bhutan’s economy, including building a
dynamic private sector with a high share of growth
SMEs and active participation from external

investors.

Indicative targets are:

SI No Ambition Area 2050 Targets
. Increase real GDP (basic) tenfold from Nu
1 Transform Bhutan into a Developed Economy 185bn (2023) to Nu 1,850bn
5 Build a Robust and a Diversified Economy — Led by | Target 60-65 percent gross value added from
DHI and the Private Sector a thriving private sector
3 Position Bhutan as a leader in selected priotity sectots Acbleve recognition in susFalnablhty, —
’ agriculture, digital and services sectors
Establish Bhutan as a Knowledge and Innovation Generate 20-25 percent of G.DP v knc.)wledge
4 . and tech led sectors, including education and
Driven Economy. ..
digital
5 Foster an economy with sustainability and environmental | Maintain carbon neutrality through 2050 and
stewardship at the centre of development beyond

Bhutan's 10X Ambitions and Targets
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Priority Sectors

Bhutan’s 10X National Economic Vision will be underpinned by a focus on priority sectors, enabling

Bhutan to build a diversified and a resilient economy — well placed to prosper in the 21* Century.

Strengthen Core Sectors Invest into Emerging Sectors

% Hydropower Digital Economy &"J“D Services f Manufacturing
= Data Centres = Living and Wellness = Engineered Wood
= Digital Businesses = Education = Foodand Agro

M Agriculture = BPOs / KPOs * Pharma and Medicine

= R&D Driven
Manufacturing

/QI'% Tourism Energy Mu'u.n.g .

= Renewable and = Critical Resource Materials
Sustainable Energy = Minerals Processing
= New Energy Tech
25-35% GDP Contribution 30-50% of GDP Contribution
‘Foundation for our ‘Winning in New Sectors’
Economy’
National Economic Vision — Journey with Clear Focus

Priority Sectors Strategy

Strengthening Core Sectors

Bhutan’s economic transformation depends on its three core industries: hydropower, agriculture,

and tourism. Together, these sectors will contribute between 25 and 35 percent of GDP by 2050.

Sector

Indicative GDP Contribution (2050)

Hydropower (incl energy)

12 to 15 percent

Agriculture

3 to 4 percent

Tourism

10 to 15 percent

2050 GDP Contributions of Priority Sectors

Hydropower: The Foundation of Economic Growth

Hydropower has been Bhutan’s economic
backbone, contributing ~12 percent of real GDP
in 2023° and generating significant export revenues.
The contribution of hydropower extends beyond
energy generation, supporting industrialisation

and economic diversification.

Bhutan’s untapped hydropower potential of 36,900
MW presents an opportunity to expand capacity
to 25,000 MW by 2050, bolstering clean energy
exports and fostering leadership in renewable

energy.

* National Statistics Bureau. (2024). National Accounts Statistics.

X

Bhutan must negotiate challenges such as climate
change, seasonal variability, and the capital-
intensive nature of hydropower. Strategic initiatives
include accelerating hydropower development
and building expertise in hydropower technology.
Commissioning hydropower projects will be
essential in accelerating GDP growth in the
short to medium-term. Emerging opportunities,
like cryptocurrency mining powered by low-cost
hydroelectricity, further underline the sector’s

importance to Bhutan’s economy.
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Hydropower, including energy, will be central to
Bhutan’s economic strategy — contributing 12
to 15 percent of GDP in 2050 and will underpin
energy security, drive industrial competitiveness,

and support the growth of other priority sectors.

Agriculture: From Subsistence
Farming to High-value Production
Agticulture employs 39.9* percent of Bhutan’s
workforce but is subsistence-based, with only 7
percent of land classified as arable. Productivity
challenges and climate-related risks have

constrained the sector’s growth.

By 2050, agriculture’s GDP share is expected
to decline to 3-4 percent, reflecting economic
diversification. Modernisation and infrastructure
improvements are critical to transforming
agriculture into a high-value, export-oriented
sector. Key initiatives include expanding irrigation,
adopting modern technologies, and enhancing cold
storage and logistics. Private sector involvement,
cooperative models, and land consolidation
will also drive economies of scale and increase

productivity.

Establishing Bhutan as a premium organic brand
and diversifying into high-value crops and livestock
will enhance export potential and income of
farmers. Long-term growth in agri-processing
and niche exports like superfoods, medicinal
cannabis will position agriculture as a cornerstone

of Bhutan’s sustainable development strategy.

* National Statistics Bureau. (2024). Fourth Quarter Iabonr Force Survey.
* Department of Tourism. (2019). 2019 Bhutan Tourism Satellite Account.

Tourism: Premium Destination of
Choice for Discerning Travellers

Tourism has been a major contributor to Bhutan’s
economy, generating ~10 percent of GDP pre-
pandemic® and employing 16 percent of the
workforce. Bhutan’s unique “high-value low-
volume,” tourism model ensures sustainability

while attracting high-spending visitors.

To drive growth, Bhutan will diversify its tourism
products, targeting segments like wellness,
adventure, and Meetings, Incentives, Conferences,
Exhibitions (MICE). Investments in infrastructure,
including expanded air connectivity and
digitalisation, will improve accessibility and visitor
experiences. Promoting tourism in underexplored
regions, particularly Eastern Bhutan, will support

regional development and attract repeat visitors.

By 2050, Bhutan aspires to increase tourism (and
associated adjacent sectors)’s GDP contribution
to between 10 and 15 percent by tapping high-
value markets, enhancing branding, and fostering
resilience through diversification. The sector
will play a pivotal role in advancing Bhutan’s
global reputation as a sustainable and premium
destination while supporting adjacent industries

like hospitality and transportation.

Expanding into Emerging Sectors
Bhutan’s 10X National Economic Vision
emphasises emerging sectors such as the digital
economy, services, energy, manufacturing, and

mining. These sectors will leverage Bhutan’s
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resources, infrastructure, and unique market advantages to create high-quality jobs, reduce emigration,

and establish a credible brand in regional and global markets. A coordinated, state-led effort is required

to establish foundational ecosystems and attract private sector participation.

Sector F Ar Indicative GDP Contribution
ecto ocus Areas (2050)
Digital *  Al-ready Data Centres
.. . . . 10 to 17 percent
Economy *  Digital Businesses targeting multiple sectors
= Holistic Living and Wellness Hubs 8 to 12 percent
Services = Education Services
= BPO and KPO Services (excluding digital businesses)
=  Renewable Energy
Energy =  Sustainable Energy Refer to hydropower
= Green Technologies
*  Forestry-based Manufacturing
. = Agriculture-based Manufacturing
e | E Pharmaceuticals and related sectors 190 2D itz
= R&D-driven Manufacturing
= C(ritical Resource Materials (CRM) and Rare Earth
Mining Elements (REE) >4 to 5 percent
®  Mineral Processing

Emerging Sectors Focus Areas

Digital Economy: Data Centres and
Digital Businesses

Digitalisation provides immense opportunities
for Bhutan to become a technology-led and

knowledge-driven economy.

Bhutan will establish Al-ready, eco-friendly data
centres by leveraging the abundant renewable
hydropower, temperate climate, and political
stability. Bhutan will position itself as a regional

hub for green data centres.

Data centres also represent a strategic opportunity
to integrate Bhutan into the global digital ecosystem
while reducing dependency on traditional sectors
like agriculture and hydropower. However, Bhutan
must mitigate and manage challenges by ensuring
24/7 power reliability, upgrading fibre connectivity,
and adopting seismic-resistant designs for the
construction of data centres. Key initiatives will
include the construction of several data centres

in the next decade, creating thousands of jobs

Xii

during the construction and operational phases.

Bhutan will also build a vibrant digital business
ccosystem where Bhutan will be home to
innovative companies and start-ups focused on
digital, data analytics, Al, and software businesses
delivering solutions. These businesses will work
across existing sectors to driving synergies and

enabling ecosystem benefits.

By 2050, digital economy will contribute between
10 and 17 percent of GDP and generate over
20,000 high-paying and skilled jobs.

Services: Wellness, Education, and
Business Services

Bhutan will develop a dynamic services sector
that aligns with global trends leveraging its unique
cultural and natural assets. Specifically, Bhutan will
focus on holistic Living and Wellness Centres,
Education Services, and Business and Knowledge

Process Capability Centres.
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Bhutan’s pristine environment and rich spiritual and
cultural heritage offer a compelling opportunity
to establish world-class wellness tourism and
holistic living hubs. By integrating traditional
medicine, mindfulness, and sustainable practices,
Bhutan will cater to the growing global demand
for wellness experiences and solutions. The global
wellness market, valued at USD 830 billion in
2023,° presents an opportunity for Bhutan to
differentiate itself as a premier destination for

wellbeing,

Further, Bhutan will explore retirement
communities and elderly care services, offering
an affordable, culturally immersive, and tranquil
alternative to traditional retirement destinations.
These initiatives will complement the core tourism
sector offerings and pave the way for medical
tourism, targeting international patients seeking
advanced treatments, post-recovery care, and
alternative therapies. The ambition is to establish
Bhutan as a trusted centre for integrated wellness

and healthcare services.

Bhutan will develop a knowledge-driven services
sector, with a strategic focus on education and
digital capabilities. The Education Services will
attract international students and academic
institutions, offering programmes aligned with
Bhutan’s economic priorities in sustainability,
tourism, digital economy, and business. By
forming global partnerships, expanding research
capabilities, and enhancing infrastructure, Bhutan
will strengthen its position as a regional leader
in higher education, reducing outbound student
migration while ensuring strong synergies with
other sectors such as healthcare, technology, and

entreprencurship.

Establishing Business Process Outsourcing (BPO)
and Knowledge Process Outsourcing (KPO)

¢ Global Wellness Institute. (2024), https://globalwellnessinstitute.org

centres will integrate Bhutan into the global
digital and services economy, supporting multiple
industries ranging from financial services through
to retail sector. This sector will work closely
with education services to ensure graduates have
relevant skills while attracting international firms

to invest and operate in Bhutan.

By 2050, Bhutan’s services sector will contribute
8-12 percent (excluding digital services) of GDP.

Energy: Green and Sustainable
Energy

Bhutan will build a resilient and diversified
energy sector and reduce its dependence on
seasonal hydropower and fossil fuel imports.
While hydropower contributes over 95 percent of
electricity generation, seasonal variations require
imports. Bhutan has vast untapped renewable
energy potential, including 12,000 MW of solar,
761 MW of wind, and waste-to-energy solutions.
Bhutan is also exploring green hydrogen and

geothermal energy, with plans for pilot projects
by 2028-29.

To achieve these ambitions, Bhutan will invest
in solar, wind, biomass, and sustainable fuels like
biofuels and green hydrogen. It will implement
the Hydrogen Roadmap, pilot advanced energy
storage solutions, modernise the power grid, and
enhance electric vehicle adoption. Bhutan will
engage in global carbon markets and incentivise
private sector participation. These initiatives will
strengthen energy security, support economic
growth, reduce fossil fuel dependence, and
position Bhutan as a leader in clean energy while

maintaining its carbon-negative status.

By 2050, the broader energy initiatives will create
jobs and add to GDP contribution together with
hydropower.
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Manufacturing: High-value, Eco-
friendly manufacturing

Bhutan’s ambition for manufacturing targets
high-end, export-oriented products by leveraging
its natural resources, biodiversity, and unique
cultural values to create sustainable and high-value

manufacturing industries.

The manufacturing ambition spans across
multiple sectors, including forestry, agriculture,
pharmaceuticals and cosmetics, and R&D-driven
industries, all of which align with Bhutan’s Gross
National Happiness philosophy and sustainability

goals.

Within Forestry, Bhutan will develop an engineered
wood industry by using advanced technologies like
Cross-Laminated Timber (CLT) and Laminated
Veneer Lumber (LVL). These products will meet
the growing demand for sustainable construction
materials, particularly in South and Southeast Asia,
the Gelephu Mindfulness City (GMC), and other

domestic projects within Bhutan.

Bhutan will invest into agri-based manufacturing
and transform Bhutan’s agricultural produce into
premium products targeting health-conscious
consumers in international markets. Key areas
of focus include high-value dairy products, and
superfoods like buckwheat and quinoa, marketed
in eco-friendly packaging to emphasise Bhutan’s

organic and sustainable practices.

Bhutan’s rich biodiversity also provides a
foundation for developing traditional medicines
and natural cosmetics. Natural cosmetics that
reflect Bhutan’s pristine environment and
commitment to sustainability could appeal to
premium international markets. Investments
in research and development are critical to
standardising traditional medicines and expanding

into the generics market through partnerships and

Xiv

FDI. Medicinal cannabis cultivation, supported
by proper regulatory frameworks, could tap into

a growing global industry.

Bhutan will also invest in high-tech, R&D-driven
manufacturing sectors to diversify its economy.
Opportunities exist in producing high-value
components for advanced automotive, technology,
and electric vehicle industries. This will require
significant investments in R&D infrastructure,
international collaboration, workforce
development, and technology transfer. These
efforts will position Bhutan as a competitive
player in global high-tech markets. DHI will play
a key role in the development of R&D-driven

manufacturing,

Manufacturing will contribute 15-20 percent of
GDP, driving economic growth, creating jobs,
and positioning Bhutan as a global supplier of
high-end, sustainable goods.

Mining: Unlocking Critical Resources
and Sustainable Mineral Processing
Bhutan will also explore the presence of critical
resource materials (CRMs) and rare-earth elements
(REE), to participate in global supply chains
for clean energy technologies and advanced
electronics. Comprehensive geological surveys will
be required to confirm deposits of lithium, cobalt,
copper, and other CRMs, which are increasingly

sought after by industries worldwide.

Using Bhutan’s clean hydropower and political
stability, Bhutan will also invest in sustainable
mineral processing technologies. This will include
partnering with environmentally responsible
mining firms, leveraging Al-based exploration
technologies, and aligning with international

standards.
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Challenges such as high exploration costs, market
volatility, and environmental concerns must be
carefully managed. Successful development of the
mining sector would diversify Bhutan’s economy
and complement the broader manufacturing
sector. Over the long-term, mining will contribute
around 4-5 percent of 2050 GDP.

Creating Enabling Ecosystem

To power the development of the priority sectors,
the 10X National Economic Vision has identified
seven strategic enablers to address systemic

barriers and unlock economic potential.

-

Innovation Ecosystem

hubs and labs
Lead agency for science and technology
R&D spend for selected sectors

Bhutan mnovation fund

Financial Ecosystem

Financial services strategy

Robust financial infrastructure —
payments, transfers and settlement
systems

(C)VC, PE and angel investing network

Market Access

Deep internal and external markets for
Bhutanese goods and services

Support structure for export of goods and
services (such as export promotion, credit
support, market intelligence)

-

Innovation council / agency; network of T J/

ENABLERS

~

Policy and Governance Excellence

® Policy certainty & enabling regulations

® Smart and responsive governance

® Robust public & SoE-private sector
partnerships

Private Sector Development

Innovative and entrepreneurial private
sector
Encourage high growth SMEs

Structured investment promotions

®.
é@

Human Capital Development
® Deep pool of highly qualified and

entrepreneurial human capital
® Attractive destination for talent

Infrastructure and Connectivity

1

® Leading physical & digital infrastructure
® Excellent social infrastructure - health,
education, and public services

J

Strategic Enablers

Policy and Governance Excellence
In the short to medium-term, the public sector
will lead key areas of economic development.
Transparent governance structures, streamlined
bureaucratic processes, and policy alignment will
create an enabling environment for economic
growth. By fostering accountability and
implementing pro-growth policies, Bhutan can
attract investments, encourage entreprencurship,
and build confidence in Bhutan’s economic
ambitions. A predictable policy environment will
reduce risks and establish Bhutan as an attractive
destination for foreign direct investment (FDI).
Through this initiative, relevant regulations and

policies will be reviewed or developed.

The public sector will adopt innovative and

responsive governance practices, leveraging

technology and data for evidence-based decision-
making, Stronger public-private partnerships will
align efforts across the priority sectors, enabling

efficient resource allocation and sectoral growth.

As institutional capacity and governance
environment improves, the private sector will
be empowered to increase participation in the
economy driving diversification, resilience, and

inclusivity.

Transitioning to Private-Sector-Led
Growth

Bhutan’s economic transformation depends on
transitioning from the public-sector-led growth
to a dynamic, private-sector-driven model in the

next two decades. Enhancing the ease of doing



I Bhutan 21st Century Economic Roadmap I

business, streamlining regulatory frameworks,
and expanding access to credit will empower
small, medium, and large enterprises. Bhutan
will develop and implement a SME strategy
focused on high-growth sectors of the economy.
Strategic investment promotion and targeted
capacity building initiatives will attract domestic
and foreign investors, fostering innovation, driving
employment, and positioning the private sector

as a catalyst for sustainable growth.

Developing sector-specific capabilities, particulatly
in high-growth industries, will enhance Bhutan’s
competitiveness in regional and global markets.
State Owned Enterprises (SOE) will refocus
on large-scale strategic investments, creating
opportunities for the private sector players to
lead and participate in several sectors. Over time,
a dynamic private sector will drive GDP growth,
reduce economic vulnerabilities, and support

Bhutan’s economic vision.

Deepening Talent

A well-educated and skilled workforce is vital
for Bhutan’s transformation. Early childhood
education, vocational training, and higher
education must be recalibrated and revamped to
align with global standards and emerging market
demands. Investment in early-stage education
will ensure cognitive development and reduce
inequalities, while vocational training based on
models like Germany’s dual education system will

equip the workforce with relevant skills.

Incentives to attract Bhutanese diaspora and
high-skilled international talent will also address
critical gaps. By fostering collaboration between
academia, industry, and government, Bhutan can
align education with economic ambitions and

create a competitive workforce.

XVi

Investing in Infrastructure and
Connectivity

Strategic investments in physical, digital, and social
infrastructure will enhance Bhutan’s economic
competitiveness. Upgraded transportation
networks, including roads, rail links, and air
transport, will reduce trade costs and improve
access to regional and global markets. Enhanced
air capacity and industrial zones will support
key sectors like tourism, manufacturing, and

agriculture.

Digital infrastructure such as high-speed internet,
data centres, and 5G networks will enable
Bhutan to capitalise on growth opportunities in
technology services and software businesses. Social
infrastructures, including healthcare, education,
and climate and disaster-resilient housing, will
enhance the wellbeing of the population and
make Bhutan an attractive destination for talent

and investments.

Expanding Market Access

Bhutan will prioritise market access and
development to overcome the limitations of its
small domestic economy. Expanding exports
through trade agreements, regional partnerships,
and public marketing initiatives will enable
Bhutanese businesses to tap into the ever growing

Indian and broader markets in the region.

Export promotion councils, improved trade
infrastructure, and diaspora engagement will build
Bhutan’s global brand, fostering competitiveness
and resilience. Further, the GMC creates significant
market opportunities for broader Bhutan as a

gateway to Southeast Asia.

Diversifying Bhutan’s export base beyond
hydropower, ferro-silicon, and other commodities
such as dolomite, boulders is crucial. Targeted

support for sectors like agriculture, tourism, and
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digital services will broaden the economic base and
create sustainable revenue streams. By leveraging
Bhutan’s unique cultural and environmental assets
and investing into new capabilities (modern
manufacturing, digital and technologies), Bhutan
can establish itself as a trusted exporter of
high-quality goods and services in the regional
and global markets.

Enhancing the Financial Ecosystem
A dynamic financial ecosystem is essential to
support Bhutan’s economic transformation.
Broader access to credit for the private sector
including SMEs, combined with innovative
instruments like green bonds and venture
capital, will drive diversification and innovation.
Strengthening financial literacy and regulatory
frameworks will promote financial inclusion and

attract both domestic and foreign investors.

Strategic use of long-term capital from pension
funds and insurance companies will also
support critical sectors like renewable energy
and infrastructure. Improved payment systems
and streamlined FDI policies will strengthen the
trade and investment climate, driving sustainable
economic growth and resilience. These financial
advancements will empower businesses to innovate
and thrive, aligning with Bhutan’s long-term

ambitions.

Fostering a Culture of Innovation

Innovation will be central to Bhutan’s 10X
National Economic Vision. Crafting deep
innovation capability will enable Bhutan to scale
and accelerate different sectoral ambitions and

power growth to 2050.

The Government will develop and implement a
strategy for science, technology, and innovation.
Establishing innovation hubs, scaling R&D, and

fostering collaboration across academia, industry,

and government will create deep knowledge across
sectors, empower entrepreneurs to create and
commercialise new products and services. Tax
incentives for R&D and a funding structure for
innovation will attract global talent and investment,

enhancing Bhutan’s competitiveness.

Innovation will focus on priority sectors such
as digital services, agriculture, tourism, and
sustainability to enable a fly-wheel model of
development. Measurable progress in global
innovation rankings, increased R&D spending,
and the emergence of high-growth startups will
position Bhutan as a regional leader in sustainable,

technology-driven growth.

Operationalising for Success

The Vision aims to achieve sustainable growth
through a robust governance framework, strategic
alignment, and collaborative partnerships. The
success of this Vision depends on effectively
balancing short-term initiatives with long-term
objectives, fostering cross-sector synergies, and

ensuring strong private sector participation.

Achieving the ambitions requires real GDP growth
rates of more than 8 percent per annum. However,
in the short-term, growth rates of around
10-12 percent per annum will be required to
establish momentum. It is essential for Bhutan to
kick-start key initiatives as soon as possible and
latest by 2027.

The GDP growth can be accelerated by
construction and commissioning of planned
hydropower projects. Further, Bhutan could initiate
key projects such as a large multi-million Al data
centre (construction beginning in 2027), a large
engineered wood production facility generating
USD 50 million in annual export revenues from
2029, a large scale BPO / KPO centre employing
up to 1,000 people created through partnerships

XVii
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with global outsourcing firms and accelerating
wellness services and establishing retirement and
nursing homes for up to 1,000 residents. High level

vision milestones are provided in the Figure below.

Bhutan will require substantial financing
to achieve its Vision which will be a mix of
domestic savings, long-term investment capital,
FDI, and international financing mechanisms.
Additionally, the government will collaborate with
development partners to secure grants and aid,
while implementing policies to attract FDI and

mobilise resources.

A well-structured delivery mechanism and
empowered implementing agencies are keys to

driving and sustaining these outcomes.

To ensure seamless implementation, a Vision
Delivery Unit (VDU) will coordinate efforts across
government agencies and private stakeholders.
This unit will guide strategic planning, monitor
progress, and establish frameworks for consistent
tracking and reporting. Meanwhile, Ministries,
Departments and DHI will take ownership of
the Vision’s initiatives, aligning them with the
Five-Year Plans and ensuring regular reporting

to maintain accountability.
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However, delivering the Vision is a collective
responsibility. The private sector, international
organisations and individuals have pivotal roles
in driving productivity, fostering innovation, and
creating an enabling environment for economic
diversification. The Vision through its initiatives
promises significant opportunities for all
stakeholders in the economy. Local governments,
NGOs, and community organisations will ensure
that national strategies align with regional needs,
promoting equitable economic success across all

communities.

Clear communication, transparent performance
management, and optimised resource allocation
the

Comprehensive frameworks for monitoring

will underpin operational strategy.
and evaluation, alongside structured reporting
mechanisms, will enhance accountability and

stakeholder trust.

By integrating Bhutanese values, such as the GNH
philosophy, and leveraging strategic international
partnerships, Bhutan is well-positioned to realise its
ambitious Vision, fostering long-term prosperity

for the nation.
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The 10X National Economic Vision, rooted in
Bhutan’s unique strengths, values, and culture,
is Bhutan’s strategic blueprint for economic
transformation and reflects the aspirations for

a prosperous, sustainable, and resilient Bhutan.

The Vision articulates our national ambitions
and targets, detailing strategic initiatives, which
addresses our current challenges — both economic
and social — to become a developed country by
2034 and grow GDP tenfold by 2050.

The Vision lays the foundations for a prosperous
Bhutan which will ensure economic stability and
opportunities for all Bhutanese in an increasingly

interconnected and fast-evolving global landscape.

11  Context

Over the past four decades, Bhutan has made
significant strides in socio-economic development,
leveraging political stability, rich social and cultural
assets, led by the enlightened leadership of our
beloved Kings. Bhutan has achieved sustained
GDP growth (nominal growth of 9.3 percent
per annum since 2010 and 7.1 percent per annum
since 2013)” and improved living standards, while
cementing Bhutan’s reputation as a carbon-negative
country, guided by our unique development
philosophy centred on GNH. Bhutan graduated
from the category of Least Developed Countries
(LDCs) on December 13, 2023.

The ever-changing global economic scenario
presents opportunities for Bhutan to transform
its economy. Bhutan can become a developed
country with all citizens enjoying significantly

improved living standards.

The Vision is developed in the context of major
global mega-trends and considers key challenges
for Bhutan such as our reliance on hydropower,
limited economic diversification, and vulnerability

to global economic and environmental changes.

Technological Innovation and the
Digital Revolution

The world is witnessing an explosion in
technological advancements, which are reshaping
industries, economies, and societies globally.
The rise of artificial intelligence, autonomous
technologies, distributed ledger technologies and
automation are creating opportunities for countries
and industries to leapfrog traditional development
paths. Digital transformation and adoption of
appropriate technologies offer pathways for
Bhutan to transform the economy. There atre
opportunities to invest in digital infrastructure,
upskill the workforce, and foster an entreprencurial

ecosystem.

Increasingly Connected World

Globalisation and regional integration continue
to drive interconnectedness in trade and finance.
The DHL Global Connectedness Tracker
reveals that globalisation remains robust, with
international flows holding at record levels despite
geopolitical tensions and global uncertainties. In
2023, international trade accounted for 21 percent
of global GDP, close to the all-time high of 22

percent.®

This not only creates new markets, and access
and collaboration opportunities but also increases
economic dependencies. Participation in global
value chains and cross-border trade is important for

Bhutan to build resilience against external shocks.

7 Calculated based on information from National Accounts Statistics, 2024, National Statistics Bureau
¥ DHL Global Connectednes Tracker, https:/ /www.dhl.com/global-en/microsites/ core/global-connectedness/ tracker.html
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Geopolitical Shifts and Economic
Uncertainty

The global political economy landscape is also
becoming increasingly complex, characterised
by geopolitical tensions, protectionism, potential
trade war and shifts in global power dynamics.
Bhutan needs to navigate strategic relations with
key development partners effectively and build
new partnerships and collaborations. Trade
disruptions and changing energy policies globally
and regionally could impact Bhutan’s hydropower
exports and broader supply chains necessitating

strategic adjustments.

Climate Change and Environmental
Risks

Climate change poses a direct and significant
challenge to Bhutan, particularly to the hydropower
sector, which is heavily reliant on glacial-fed
rivers. Bhutan’s glaciers are retreating at a rate
of 20 to 30 meters per year, highlighting the
rapid impact of climate change on the region’s
fragile ecosystems.” Changes in precipitation
patterns, glacial melt, and extreme weather events
could reduce energy generation capacity and
disrupt economic stability. This also impacts
the agriculture sector, the mainstay of Bhutan’s
economy — thus requiring adaptation measures.
Additionally, Bhutan’s vulnerability to natural
disasters such as landslides, floods, and earthquakes
necessitates climate-resilient infrastructure and

disaster preparedness.

1.2 Purpose

The 10X National Economic Vision is a
transformative blueprint designed to set
the direction for Bhutan’s economy, chart a
strategic roadmap for sustainable and inclusive
development, and grow GDP tenfold by 2050.
The purpose of the National Economic Vision
is threefold.

2 ICIMOD. (2016). Bhutan: Clipate + Change Handbook.

1. Setthe Direction of our Economy
for the 21t Century

The Vision will define Bhutan’s economic goals,

providing a clear direction for the economy, and

outlining guiding principles and key priorities

required to achieve a prosperous, inclusive, and

sustainable future.

The Vision builds on the foundation of Bhutan’s
unique strengths, such as the pristine environment,
distinct cultural identity, and commitment to
equitable development, while adapting to the
dynamic and interconnected nature of the global

economy.

The Vision will foster cohesion among priority
sectors including creating opportunities for the
private sector, ensuring that investments and
initiatives contribute to a shared national goal.
The Vision also emphasises economic resilience,
aiming to reduce dependencies, diversify income
streams. It is a call to action for all Bhutanese to
work together with purpose, commitment, and
foresight in shaping an economy that balances
growth with values and is agile in the face of

global uncertainties.

2. Define our Pathway to become
a Developed Country
Bhutan has demonstrated abilities to achieve
ambitious goals in the past and this is an
opportunity for Bhutan to become a developed
GNH country as soon as possible. This ambitious
goal requires a sustained focus on boosting
productivity, increasing exports, and fostering

innovation-driven industties.

To achieve this, Bhutan will not only pursue
and deliver robust growth in its core sectors

but also invest in emerging industries with
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high growth potential such as capitalising on
digital transformation and building competitive

manufacturing and service industries.

Bhutan must integrate into the regional and
global trade flows through better connectivity
and provision of services while continuously
innovating and building competitiveness and

finding our place in a fast-developing world.

3. Unlock Opportunities for Bhutan
from Emerging Mega-trends
The Vision will unlock new opportunities for
Bhutan. It identifies key structural reforms,
policy shifts, and sectoral investments required
to modernise the economy. This includes fostering
innovation, adopting digital technologies, and
expanding into high-value industries such as
digital and green economies. It aims to reduce
Bhutan’s reliance on a few sectors and create a

morte diversified and resilient economy.

Unlocking opportunities will also require
improving and reorienting institutional capacity,
strengthening governance, and investing in human
capital to equip the workforce with skills and
knowledge for emerging opportunities. This will
require investments into wotld-class infrastructure
that is climate resilient and partnerships with
global markets.

1.3 Current and Long-Term
Challenges

Bhutan faces structural and systemic challenges
which necessitates a change in our approach to
economic growth. It is important to address rising
aspirations for job creation, build resilience and
enable economic self-sufficiency. The Vision aims
to tackle Bhutan’s most pressing challenges and

build foundations for success.

Population and Migration

In 2017, Bhutan’s population was estimated at
735,553 people. According to United Nations'
estimates, Bhutan’s population in 2024 is projected
to be approximately 794,417. Looking ahead,
the Population Projection 2017-2047 forecasts
Bhutan’s population to reach 884,000 by 2047,
despite a declining fertility rate that is expected
to remain below the replacement level for the

near future.!

Bhutan’s population is also expected to undergo
significant demographic shift. The proportion of
individuals below 15 years of age is anticipated to
decline from 26 percent in 2017 to 17 percent by
2047. Conversely, the share of elderly individuals
(aged sixty-five and above) is projected to increase
from 6 percent to 13 percent over the same petiod,

indicating an aging population.

However, during the period Bhutan is projected to
expetience an increase in its working-age population,
offering a potential demographic dividend. This is
at significant risk due to the high emigration among
the Bhutanese. As of July 2024, approximately 9
percent of the Bhutanese population has emigrated,
posing challenges to the nation’s ability to fully
capitalise on its demographic potential.

The sex ratio in Bhutan is projected to decline
by 2047 to 105 males to 100 females from
110 males to 100 females currently. This shift
necessitates economic and social planning that
aligns opportunities with the needs of the growing
female population. Additionally, by 2037, over
half of the population is expected to reside in
urban areas, increasing the demand for employment

opportunities and urban infrastructure.

10 United Nations, Department of Economic and Social Affairs, Population Division. (2024). World Population Prospects 2024: The 2024

Revision

" National Statistics Buteau. (2019). Population Projections Bhutan: 2017-2047
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Youth unemployment remains high at 17.7 percent
as of the fourth quarter of 2024."* This persistent
issue creates disengagement among young people
and increases emigration, compounding Bhutan’s

challenges in retaining its talent pool.

High Administrative Costs and
Policy Uncertainty

Bhutan’s regulatory frameworks impose significant
administrative and opportunity costs on businesses
and the public. Complex licensing procedures, a
lack of streamlined bureaucratic processes, and
policy uncertainty impede business efficiency
and investments. While several services are
digitalised, erratic availabilities and digital adoption
is a challenge. Considerable progress has been
made since 2020 when Bhutan was ranked 89
by the World Bank in its Doing Business report.”
However, further improvements are required to
create a business-friendly climate and encourage

private sector growth.

Low Productivity and Workforce
Constraints

Bhutan’s economy is characterised by low
productivity, with significant sectoral imbalances,
which increases costs of production and costs
of doing business. For instance, the agriculture
sector employs 39.9 percent of the labour force
and contributes only ~15 percent to GDP (2024),
while the capital-intensive industry sector, which
offers limited employment, accounts for 32 percent
of GDP."

Several factors such as but not limited to
inadequate transportation infrastructure, low

levels of mechanisation, limited entrepreneurial

"2 National Statistics Bureau. (2024). Fourth Quarter Labour Force Survey.

and managerial capabilities, and inadequate work
ethics drive low productivity. Further, the private
sector faces competition from the public sector
in attracting and retaining talent. Aligning the
output of the current education system with
Bhutan’s evolving talent needs is essential. Bhutan’s
small population base and recent emigration also
constrain workforce development by limiting the
availability of skilled labour.

Infrastructure and Market Access

Bhutan’s trade is primarily with India (~80 percent
of imports and ~77 percent of exports in 2023)"
with access to international markets confined
to over two dozen international markets. Trade
depends on efficient trade routes and improved
logistics connections. Limited port, airport, and
telecommunications infrastructure and lack of
market information coupled with inefficiencies in
customs processes and unreliable utilities hamper

Bhutan’s trade expansion.

Internally, challenges include irregular electricity
supply, cumbersome customs and administrative
procedures, and limited reforms to support
ease of doing business. Externally, stringent
environmental standards and technical and
phytosanitary requirements also create obstacles
for exports which significantly restrict Bhutan’s

competitiveness.

Suboptimal Private Sector

Bhutan’s private sector remains underdeveloped,
with ~96 percent of businesses being sole
proprietorships and only 3 percent incorporated
as companies.'® The private sectot’s contribution

to the economy is modest, with tax revenue

5 World Bank. (2020). Doing Business 2020: Comparing business regulation in 190 economies. Washington, DC: World Bank.
'* National Statistics Bureau. (2024). Statistical Yearbook 2023. Thimphu, Bhutan & National Statistics Bureau. (2025). 2024 Fourth Quarter

Labour Force Survey. Thimphu, Bhutan
5 Ministry of Finance. (2023). Bhutan Trade Statistics.

' Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024.
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accounting for just 13 percent of GDP in fiscal
year 2023-24 and private sector credit contributing
less than 40 percent of GDP."

Cottage and small-scale industries dominate
Bhutan’s economy, accounting for over 95 percent
of the industrial licenses as of April 2024."
Larger industrial groups are scarce. Businesses
primarily operate in sectors such as retail, trade,
construction, transportation, tourism, and light
industries. However, limited product diversity, and
deficiencies in trade facilitation hinder enterprises
from scaling and competing in external markets.
Additionally, Bhutan’s small domestic market
restricts economies of scale, further impeding

efforts to expand internationally.

The private sector faces systemic productivity
issues stemming from inadequate organisation,
insufficient skills, use of outdated technologies
and a misalignhment of skills between labour
supply and demand. Low investment in training,
limited incentives for skills development, and weak
work ethics exacerbate these issues, contributing
to limited economic diversification and minimal

private sector impact on growth and employment.

SOEs play a significant role in Bhutan’s economy
by undertaking high-risk, capital-intensive

investments and addressing social mandates.
However, profitability and operational inefficiency
challenge many SOEs, some of which compete
with the private sector in commercial areas like
manufacturing and real estate, crowding out
private enterprise. Broader issues in governance,
investment management, and financial reporting
further highlight the need for SOE reforms to

better balance economic and social objectives.

Underdeveloped Financial
Ecosystem

Bhutan’s financial system is underdeveloped
characterised by high borrowing costs and provides
limited access to finance for small businesses and
certain sectors. The capital market is nascent, with
market capitalisation at just 29 percent of GDP,
much lower than the proportions in advanced and
emerging economies.” Restrictions on foreign
portfolio investment and shortage of skilled
professionals hinder the development of a robust

financial ecosystem.

These challenges highlight the need for Bhutan
to undertake structural reforms, strengthen
institutional capacities, and foster a supportive
environment for private sector growth. Addressing
these issues is essential to realising the Vision of

a diversified, competitive, and resilient economy.

" Ministry of Finance. (2024). Macroeconomic Situation Report, 4th Quarter. Thinphu, Bhutan
'8 Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024
' Royal Government of Bhutan. (2024). Thirteenth Five Year Plan (2024—2029). Thimphu: Cabinet Secretariat
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2.1 10X National Economic Vision
Bhutan will become a developed country, creating accessible and higher-value opportunities for its

people and communities, enabling them to participate in and share the nation’s economic prosperity.

10X National Economic Vision

Build a resilient, inclusive, and sustainable economy that enhances the wellbeing of all Bhutanese,
grounded in the principles of Gross National Happiness (GNH), Environmental Stewardship,
and Equitable Growth.

The Vision reflects a shared aspiration for Bhutan’s 4. Wellbeing: Enhancing the quality of life for
growth and prosperity and encompasses five key all citizens by integrating the holistic values of
elements: GNH into economic planning and policies.
5. Equitable Growth: Promoting fair and
1. Resilience: Developing an economy that balanced economic development that provides
can withstand and adapt to global and local equal opportunities for all Bhutanese to thrive.
challenges, ensuring stability and long-term
growth. Bhutan’s 10X National Vision Framework (Figure
2. Inclusivity: Ensuring all segments of society 1) has been catefully crafted to achieve three core
and regions across Bhutan benefit from aspirations of Bhutan’s long-term economic
economic advancements, reducing disparities  transformation.
and improving social equity.

3. Sustainability and Environmental = Brand Economy by positioning Bhutan as

Stewardship: Prioritising environmentally a leader in high-value sectors such as hydro-

sustainable practices that preserve our natural power, tourism, agriculture, digital, and sus-

resources and support a carbon-neutral future, tainability. The Vision aims to build a globally

upholding our commitment to environmental recognised Bhutanese brand, extending Bhu-

protection and climate resilience. tan’s distinctive identity built on the principles
of GNH.

/ VISION \

Build a resilient, inclusive, and sustainable economy that enhances the wellbeing of all Bhutanese, grounded in

the principles of Gross National Happiness (GNH), Environmental Stewardship, and Equitable Growth

AMBITIONS
Build a Robust and a Position Bhutan as a Leader Build an Economy with
Become a Developed Diversified Economy — Led in Selected Sectors (e.g. Establish a Knowledge and Sustainability and
Economy by DHI and the Puvate- energy, agriculture, tourism, | | Innovation-driven Economy| | Environmental Stewardship
Sector digital and sustainability) at Centre of Development

B —

Strengthen our Core Industries Expand into Emerging Sectors

Digital

Hydropower
‘ B Economy

Agriculture |

H Services H Energy H Manufacturing ‘ | Mining |

Tourism ‘ |

Policy and Governance
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‘ ‘ Private Sector Development ‘ ‘ Human Capital Development ‘
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Enablers

Market Access ‘ ‘ Financial Ecosystem ‘ ‘ Innovation Ecosystem

Figure 1: Bhutan's 10X National Vision Framework

(00)



02 I The Vision I

= Trust Economy through strategic invest-
ments in policy and governance excellence,
human capital development, and embedding
transparency across all sectors. Bhutan will
deepen trust between citizens, public insti-
tutions, and economic actors — fundamen-
tal to unlocking better outcomes across the
economy enabling inclusive progress and a
more cohesive society.

= Strength Economy by strengthening core
industries and expanding into emerging sectors

like energy, digital economy, services, and

2.2 National Ambitions

manufacturing. Bhutan will build an economy
that is resilient, future-ready, and capable of
withstanding external and internal shocks,
underpinned by strategic enablers including
infrastructure, private sector development, and

market access.

The Vision will create opportunities for all
stakeholders in the economy and delivery will
be a collective responsibility of the citizens,

policymakers, the private sector, and partners.

Five key national ambitions underpin Bhutan’s 10X National Vision. Figure 2 show key targets against

each of the ambitions.

-

~

enablers — policies,

emerging sectors — led

expertise

® Invest into education,
R&D and innovation

sustainability and green

\W/j N

—

Vi /\i © Lo
DE\felope.d Ec?rlmmy R({bust. and Leadershipin Select Knowl.edge a:nd Sustm._nablhty and

with High Living Diversified .. Innovation Driven Environmental
Priority Sectors .

" Standards Economy Economy Leadership

S

::: ® Investin growth * Diversify into new / ® Develop deep sectoral ® Duive ‘stewardship’ in

<

infrastructure, talent

by DHI

Establish ‘brand

capabilities

transition

2023 2040 2050

-

® Drive accelerated and * Expand private sector Bhutan’ in regional / . R = Embed GNH in our
. ® Build services sector
equitable growth participation global markets pursuits
o Private sector GVA® . Indicative GVA* . .
@ GDP (Nu, billion) ‘ ‘ contribution to GDP ‘ ‘ Sector leadership ‘ ‘ 2ddition to GDP ‘ ‘ Sustainability target ‘
]
-1 - .
;ﬂ Nu 185bn* 46% Ags 1c.ulture <5% * Carbon Neutrality
.
IT‘ ;O;rmsm = ‘GNH for Business’
- L == " ydropower =
g 4-7x 55-60% * Digital / Tech 10-15% scaled :
g 10= o0 W “
[=a]

*Real GDP at basic prices. #GVA: Gross Value Added

J

Figure 2: Ambitions and Targets

Become a Developed Economy

Bhutan aims to achieve developed country status
in the next 10 years while targeting a real GDP
of Nu 1.9 trillion by 2050, reflecting a tenfold
increase from 2023. This will require Bhutan to
grow at an annual GDP growth rate of at least 8
percent to 2050. However, in the short-term to

build momentum, Bhutan must target significantly

higher growth rates (~12 percent per annum) by

embarking on some anchor projects.

Alongside this economic growth, Bhutan will strive
for near full employment with an unemployment

rate of 2 percent across the years.



I Bhutan 21t Century Economic Roadmap I

Build a Robust and Diversified
Economy — Led by DHI and the
Private Sector

Bhutan’s economy will diversify across various
sectors with active participation from small and
large enterprises. Diversification will improve
Bhutan’s economic resilience by expanding into
export-oriented sectors-from traditional sectors
like agriculture and tourism to knowledge and
technology-driven sectors, attracting significant

external investment and FDI.

Druk Holding and Investments (DHI) will play a
critical role in accelerating the economic growth
and will subsequently enable the private sector. By
2050, the private sector’s GDP share is targeted
to increase to between 60 and 65 percent, driven
by enterprises of different sizes in high-growth

sectors.

Position Bhutan as a Leader in
Selected Sectors

Bhutan aims to establish itself as a leader in
sectors such as hydropower, agriculture,
eco-tourism, digital and the wellness economy.
Bhutan will develop a premium brand for its
products and services, especially in agriculture,
digital, sustainability and other sectors, and build
a reputation for high-quality services.

This ambition reflects Bhutan’s commitment to
sustainability and ambitious standards across
various industries. For example, promoting organic
farming practices and supporting Bhutanese
businesses to produce high-quality goods and
services can enhance Bhutans brand value and

attract eco-conscious consumers globally.

Establish Bhutan as a Knowledge
and Innovation-Driven Economy
Bhutan seeks to become a knowledge and
innovation-driven economy, with the knowledge
and innovation aligned sectors contributing 20-25
percent of GDP by 2050 enabled by growth of
digital economy, the services, and the education

sectof.

The economy will be characterised by high-growth
SMEs, with Bhutan as an attractive destination for
knowledge workers, talent, and capital. Technology
and digital will lead to a step change in productivity

across both existing and new sectors.

Bhutan will also develop a strategy for science,
technology, and innovation. An innovation
ecosystem comprising of technology and
science parks, innovation hubs and accelerators
will nurture talent and encourage research and
development in areas like artificial intelligence and
biotechnology. Bhutan will improve in innovation

rankings and be seen as an innovative economy.

Foster an Economy with
Sustainability and Environmental
Stewardship at the Centre of
Development

Bhutan will maintain its leadership as a carbon-
neutral nation by embedding sustainability across
all sectors. Economic activities will be pursued
with a climate-resilient approach, ensuring that
growth does not come at the expense of ecological
balance and environmental stewardship. For
instance, implementing sustainable forestry practices,
developing manufacturing capabilities supported
by hydroelectricity and renewable energy can help
reduce carbon emissions and enhance environmental
sustainability. GNH will be embedded across all
public and private sector undertakings to ensure
alignment with Bhutan’s GNH values.
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2.3 Strategic Sectors

Bhutan’s growth will be driven through investments
in and a focus on priority sectors — core and
emerging — selected based on their attractiveness,
export potential and Bhutan’s ability to realistically
develop them.

Investments into a specific sector will reinforce
developments in other sectors driving synergies
and creating ecosystem effect. Figures 3 and 4
shows the prioritisation framework and the priority

sectors, respectively.

e

Prioritisation Criteria

~

Assessment of the
attractiveness of
the Sectorand
alignment to
Bhutan’s future

vision

Prioritising

Sectors for
Growth
Bhutan’s

comparative

advantage or the
ability to build
comparative
advantage

-

External demand for the goods / services; significant export potential
for Bhutan

Alignment to Bhutan’s values of GNH & Sustainability

Ability to create ecosystem opportunities and synergistic with other
sectors

Employment creation potential

Existence of capabilities or the likelihood of Bhutan to be able to build
capabilities and expertise required

Scale of investments required to win in the specific sector

Figure 3: Sectoral Prioritisation

The assessment identifies two categories of priority sectors:

1. Core Sectors comprise of hydropower (and energy), agriculture, and tourism, where Bhutan

already has some existing capabilities. Bhutan will further strengthen capabilities to expand these

sectors which will also support the development of the emerging sectors. These three core sectors

and their adjacencies, will contribute between 25 percent and 35 percent of future GDP, forming

the foundation of the economy.

/ Attractiveness of the Sector Comparative Advantage \
Sector xternal Alignment to Bhutan’s Ecosystem Job Xisti Investments
Values Opportunities Creation Required
Hydropower [ ] [ ] [ ] © High
§ Agriculture © [ ] [ ] © Medium Medium
Tourism [ ] © [ ] © High Medmum
E iData Centres [ ] © © e Medium High
g} Digital Businesses [ ] [ ] [ ] [ ] Low to Medium Medinm
o Holistic Living and Wellness L] ] © © Medium Medium
E Education Services [ ] [ ] [ ] © m Medium
% |BPO / KPO ° ° ° o [TwGVedumm  Mediun
Energy © [ ] o © Medium High
Eﬂ Wood Processing [ ] © o e High Medinm
E Agri-processing ] ] ] © Medmum Medium
é Pharmaceuticals ] ] © © Medium Medium
Eﬁ R&D driven manufacturing ] ] o © Low Medium
Eﬂ Critical Resources Minerals [ ] © © © na High
é Minerals Processing [ ] © © © Medium High
\ “@High © Medium GLow :Sz;t:gf;:f;: should be continuously reassessed to adapt to emerging opportunities and evolving j

Figure 4. Priority Sectors

1
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2. Emerging Sectors include the digital-led economy, services (health and wellness, education

services and BPOs/KPOs), energy, manufacturing (wood processing, pharmaceuticals, food

and Agro-processing, and modern technology sectors), and mining and minerals. These sectors

will diversify Bhutan’s economy through integration into the regional and global markets. The

emerging sectors will contribute between 30 and 50 percent of the GDP in 2050.

The overall strategy for both core and emerging sectors will be to push for rapid growth, particularly

in the initial years.

2.4 Enabling Ecosystem

For Bhutan to realise its Vision, establishing a robust and supportive environment that fosters growth,

innovation, and sustainable development is vital. The seven enablers will create optimal conditions

for investment, entreprencurship, and employment which will support the growth of the sectors

1. Deliver excellence in policies and
governance: In the short to medium-term,
Bhutan’s public sector, including DHI, will
be pivotal in driving growth. To achieve
the Vision, the government will adopt a
stronger pro-growth mindset, improve policy
and governance, streamline bureaucratic
processes, and foster accountability.

2. Transition to a private-sector-led growth:
Over the long-term, Bhutan must develop
a vibrant private sector characterised by a
world-class business environment, easy access
to credit, leadership capabilities, reduced

regulatory complexity, and the divestment

of non-strategic SOE assets. Supporting
entrepreneurship and innovation through
targeted programmes will be critical.

3. Cultivate, retain, and attract talent: The
Vision relies on a skilled workforce. Bhutan
will expand early-stage education, remodel
schools in line with global best practices (e.g.
Finland), enhance vocational and tertiary
programmes to reflect market needs, and
reverse emigration. Incentives for high-skilled
foreign workers and returning Bhutanese
professionals are also essential to create an

innovative, globally competitive labour force.

Innovation Ecosystem

Thubs and labs

Lead agency for science and technology
R&D spend for selected sectors
Bhutan innovation fund

=

Financial Ecosystem

Financial services strategy

Robust financial infrastructure —
payments, transfers and settlement
systems

(C)VC, PE and angel investing network

Market Access

Deep internal and external markets for
Bhutanese goods and services

Support structure for export of goods and
services (such as export promotion, credit
support, market intelligence)

QU

g8

Innovation council / agency; network of T

|

ENABLERS

~

Policy and Governance Excellence

Policy certainty & enabling regulations
Smart and responsive governance
Robust public & SoE-private sector
partnerships

Private Sector Development

Innovative and entrepreneurial private
sector
Encourage high growth SMEs

Structured investment promotions

®
03 @’—b Human Capital Development
® Deep pool of highly qualified and
entrepreneurial human capital

® Attractive destination for talent

Infrastructure and Connectivity

IHE%

® Leading physical & digital infrastructure
= Excellent social infrastructure - health,
education, and public services

Figure 5: Strategic Enablers
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4. Investin infrastructure and connectivity: 2.5 Guiding Principles
Bhutan will also make strategic investments Eight principles will guide the delivery of the
in physical, digital, and social infrastructure ~ Vision — serving as the basis for all decisions and
which will boost competitiveness, foster actions, to ensure overall efficacy and equity on
exports, and support emerging sectors the journey towards achieving the Vision.
such as the digital economy, services sectof,
manufacturing, and mining. 1. Gross National Happiness (GNH):
5. Expand market access: Given the Anchor economic development in the
limited size of Bhutan’s domestic market, philosophy of Gross National Happiness,
export-oriented growth is vital. Expanding ensuring that growth enhances the wellbeing
market access for Bhutanese businesses, of Bhutanese citizens by harmonising
particulatly in export-driven industries, will economic, social, and environmental
help unlock the potential of the private sector objectives.
and stimulate resilient economic growth. 2. Alignment with GMC: The Vision and
Alongside, the public sector and the DHI will Ambitions and underlying strategic initiatives
also invest in and develop internal markets. will align with the Vision of the GMC. This
6. Enhance the financial ecosystem: will not only accelerate Bhutan’s economic
Establishing a broader, more dynamic transformation but also mutually reinforce
financial sector will power growth and initiatives and investments and drive synergies
diversification. Modern and efficient financial in investments and economic outcomes.
services can stimulate entrepreneurship 3. Equity and Regional Balance: Strive for
through enhancing access to capital and inclusive and balanced development across
attracting foreign capital. all regions within Bhutan, reducing disparities
7. Develop an innovation ecosystem: Bhutan between urban and rural areas and ensuring
must invest in developing a thriving innovation equitable access to opportunities, resources,
ecosystem which will not only make the public and benefits, promoting high-quality living
more effective but also enable start-ups and standards for all Bhutanese.
entrepreneurship. Bhutan can draw global 4. Enhancing Competitiveness: Improve the
talent and investment while empowering local business environment by reducing costs,
entrepreneurs. The innovation ecosystem streamlining bureaucratic processes, and
will comprise of incubators and accelerators fostering innovation. These will enhance
which will enable the identification of new Bhutan’s competitiveness to attract
opportunities, the testing of and scaling of investments and position it as a hub for
solutions, and subsequent commercialisation. sustainable and forward-looking enterprises.
5. Economic Diversification and Resilience:

Excelling in these areas will position Bhutan All economic activities will expand the

among the most dynamic, open, and prosperous economic base across sectors and geographic
economies in the coming decades. sources of income to reduce dependency on

limited activities or markets. The initiatives
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will aim to build resilience against external
shocks and ensure long term stability
by fostering a variety of sustainable and
high-growth industries.

Fostering Innovation and Value Creation:
Focus on developing high-value sectors
that leverage Bhutan’s natural and cultural
strengths and promote innovation, digital
transformation, and knowledge-based
industries to position Bhutan as a competitive
and forward-looking economy.
Preserving Bhutan’s Cultural and
Environmental Heritage: Ensure that
economic development aligns with Bhutan’s
cultural values and traditions, reinforcing the
nation’s identity while protecting its ecological
and cultural assets. Across all initiatives,
traditional practices will be integrated with
modern development for a unique and
sustainable growth model.

Wellbeing and Fairness: Uphold the
principles of fairness and social justice,
ensuring that economic growth contributes

to the holistic wellbeing of all citizens. This

includes prioritising policies that enhance
education, healthcare, and community welfare,

creating a society where no one is left behind.

The Vision has identified several initiatives

across priority sectors and enablers across an

implementation timeline structured as follows:

Immediate (0-3 months): The Vision
Delivery Unit and implementing agencies will
review, prioritise, and finalise action plans.
Short-Term (up to 2 years): Focus on
executing anchor projects and delivering
essential requirements to activate key
enablers and the priority sectors.

Medium-Term (2-7 years): Implement
programmes and projects that lay the
foundation for long-term impact.

Long-Term (beyond 7 years): Integrate
and operationalise major projects to ensure

sustained development and scalability.

It will be critical for Bhutan to effectively structure

implementation through appropriate sequencing

and commitment of resources.
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Bhutan’s economic growth will be driven through
investments into core and emerging sectors to
maximise competitiveness, productivity, and

exports.

This Chapter focuses on Bhutan’s “core” sectors-
hydropower, agriculture, and tourism. Together,
they generate ~35 percent of total Gross Value
Added (GVA) in Bhutan’s economy and employ
more than 304,000 people (approximately 51
percent of total employment).”’ The core sectors
will form the backbone of Bhutan’s economy,
playing a fundamental role in propelling Bhutan
along its 10X journey.

Hydropower enabled Bhutan to maintain a
high average real economic growth rate of 8.8
percent between 2000 and 2010 — higher than the
average growth of other South Asian countries
and low and middle-income economies, despite
Bhutan’s distinctive geography and economic
challenges.” Bhutan will continue to leverage
the vast hydropower potential to increase export
revenues, strengthen its reputation as a leading
supplier of clean energy, and enable other sectors.
Realising this potential, however, will require large

capital investments.

Agriculture currently employs 39.9 percent of
Bhutan’s workforce. Due to the challenging
mountainous terrain, much of agriculture is

focused on subsistence farming. Since 2011, at least

37,000 people have left agricultural employment
for other sectors.”? Bhutan has significant potential
to transform the agriculture sector by focusing on
high-value export oriented agricultural produce
and building a distinctive brand in the regional

and global markets.

In the tourism sector, Bhutan pioneered a
“low-volume, high-value” model that provides
significant government revenue, supports the
wider economy, and safeguards the country’s
pristine environment and cultural values. The
ambition is to enhance Bhutan’s position as a

premium tourist destination.

Each of the core sectors requires distinct strategies
and approaches. Tourism and agriculture will
largely be driven by the private sector, with
the government supporting through relevant
regulations, addressing market failures and enabling
access to relevant markets. By contrast, due to the
strategic importance of hydropower and the need
for substantial, long-term capital investments, the
sector is expected to remain under the stewardship

of DHI with selective private sector participation.

Together the core sectors will maintain their key
role in the economy and will be instrumental in
advancing the 10X transformation of Bhutan’s
economy and are estimated to generate 25-35

percent of the future GDP.

Sector

Indicative GDP Contribution (2050)

Hydropower (incl energy)

12 to 15 percent

Agticulture

3 to 4 percent

Tourism

10 to 15 percent

Table 1: 2050 GDP Contributions of Priority Sectors

» Estimated based on the National Accounts Data.

! Khan, Nazmus Sadat; Trost Zagatti, Melanie Simone; Yoshino, Yutaka; Macllberg, Ragnvald Michel; Alvarez Estrada, Daniel; Mastruzzi,
Massimo; Kumar,Rajiv-000395723; Ghosh,Rangeet; Etang Ndip, Alvin; Rahman, A.N.M. Mustafizur; Miningou, Elise Wendlassida; Paladi-
no, Juan Pablo; Hervera, Matias Ramon. (2023). Bhutan - Public Expenditure Review. Washington, D.C.: World Bank Group

» Estimated based on the Labour Force Survey Data.
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3.1 Hydropower

Hydropower has been the cornerstone of Bhutan’s
economic development since the commissioning
of the first hydropower plant, Chhukha, in 1987.
The sector has contributed significantly to GDP,
accounting for 12.4 percent of the GDP in 2023.%

Hydropower has played a dual role — as a
driver and an enabler of growth. During the
construction phase, investments stimulate other
sectors such as transportation and construction.
Once operational, the sector generates export
revenues while powering industries that form
the backbone of Bhutan’s economy. Export
revenues from hydropower have been a critical
source of government revenue (Nu 17.3 billion
in 2023)*, enabling the financing of key social

and development programmes.

Hydropower has provided affordable, reliable
energy for domestic and industrial consumption
(Nu 6.4 billion in sales in 2023), driving the growth

of industries in Bhutan.?

According to the Power System Master Plan 2040,%
Bhutan has a hydropower potential of 36,900 M,
of which 32,600 MW are techno-economically
viable. Installed capacity of hydropower generation
is 2,334 MW in the country including small, mini,

and micro hydropower plants.”’

Of about 12,000 MU (Million Units, one MU is
one million kilowatt-hours) of energy generated
annually, 50 percent is domestically consumed
and the rest exported to India. However, Bhutan
imports more than 1,000 MU per year in the lean
winter months. Bhutan has a 2040 plan of an

% National Statistical Bureau. (2024). National Acconnts Report, 2024.

additional 15 GW of hydro and 5 GW of solar,

which would require significant investments.

Bhutan’s hydropower sector faces challenges
especially from climate change which threatens
to reduce river flows during the autumn and
winter months. The hydropower sector’s long-
term contribution to the economy will depend
on how effectively revenues are reinvested into
infrastructure, industry, and non-hydropower

sectors to enable diversification.

More recently, hydropower has been leveraged
for cryptocurrency mining, With access to low-
cost energy and cool climate conditions, Bhutan
holds a comparative advantage in crypto asset
mining, Mining, primarily of Bitcoin, began at
DHTI’s 420 MW facility in 2022 and expanded
further in 2023 as Bitdeer Technologies Group,
a Singapore-based company, commenced crypto
asset mining operations in Bhutan with a 100 MW
facility. A second Bitdeer mining site (500 MW)
is under construction and is expected to begin

operations in 2025.%

While there is a need to diversify Bhutan’s economy
and explore other growth drivers, hydropower will
remain a strategic asset contributing significantly
to Bhutan’s long-term growth and job creation

potential in ancillary sectors.

Objectives

Hydropower will enable a conducive ecosystem to
drive industrialisation, develop alternative energy
infrastructure and advance our capabilities in

energy related industries. There are four objectives

* Royal Monetary Authority of Bhutan. (2025). Monthly Statistical Bulletin.

» ibid

% Ministry of Economic Affairs. (2019). Bhutan Power System Master Plan 2040

% DHI 10X discussions

# International Monetary Fund, Asia and Pacific Dept. (2024). Bhutan: 2024 Article IV consultation-Press release; staff report; and statement by the
excecutive director for Bhutan. (IMF Staff Country Reports No. 2024/ 298). Washington, DC: International Monetary Fund
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for the hydropower sector together with energy:

1. Underpin our energy security and drive a clean
energy mix, supporting the development of
a green sustainable economy.

Extend Bhutan’s expertise in hydropower
technology, capable of exporting services to

regional and international markets.

Power data and computing centres which are

in demand due to the need for processing

2. Provide the foundations for development of power for Al driven sectors.
manufacturing and other emerging sectors by  The following indicative metrics will be tracked
delivering affordable and competitive energy.  for hydropower.
Metrics Current Baseline (2023) 2035 2050

Installed capacity (MW) 2,326 10,000 25,000
Share of GDP, hydroelectricity, and linked 16 et Dy 12-15
sectors (percent) percent
Employment (estimated) 4,600 19,900 >50,000

Table 2: Milestones for Hydropower

Strategic Initiatives

It is imperative for Bhutan to adopt a robust approach to the development and management

of its hydropower assets.

Accelerate hydropower generation

Initiative Horizon Owner
Develop large and mega hydropower projects to deliver at least 25,000MW of | Medium- to DHI
installed capacity by 2050 through public and intergovernmental models. Long-Term
Revise and implement power allocation frameworks to optimise industrial usage Short- to
e . MoENR
to support the priority sectors. Medium-Term
Strengthen partnerships with environmental agencies to ensure sustainable . MoENR,
: . . . Continuous all relevant
practices are integrated into all hydropower and energy projects. .
agencies
Develop expertise in hydropower and energy
Initiative Horizon Owner
Accelerate the development of specific expertise around hydropower and energy
. . . . . Short- to
— conducting feasibility studies, project management and maintenance — to . DHI
. . . Medium-Term
support projects internally and subsequently for export into other markets.
DHI,
Establish 2 res.earch centre for energy anc.l bydropower to focus on next generation Medium.Term MoENR,
technologies in energy and hydroelectricity. all relevant
agencies
Assess and review policies and develop mechanisms to attract domestic and
. . . . i e . Short- to
international investors and increase private sector participation in hydroelectricity . MoENR
. Medium-Term
and broader energy projects.
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Capitalise synergies with other sectors

Initiative Horizon Owner
. . . . MolCE,
Identify energy-intensive products and services that can be enabled by our Short- to
.. . . all relevant
low-cost and renewable hydroelectricity and develop plans for manufacturing, | Medium-Term ;
agencies
Integrate hydropower with other sectors such as agriculture, tourism, digital Short- to All relevant
and municipalities to identify and drive synergies (e.g. smart agriculture). Medium-Term agencies

Envisaged Outcomes

By 2050, Bhutan’s hydropower sector will serve
as the backbone of the nation’s energy security
and a cornerstone of Bhutan’s green, sustainable
economy. Increased hydropower generation,
coupled with investments in alternative renewable
energy sources like solar, wind, and green
hydrogen, will reinforce Bhutan’s carbon-negative

status and enhance energy reliability.

Strategic partnerships and regional trade
agreements (refer 5.5. Market Access) will diversify
Bhutan’s export markets, increasing revenues
from energy and energy enabled product and
services exports to India, Bangladesh, and broader
Southeast Asia. Simultaneously, Bhutan will
develop its expertise in hydropower technology,
creating exportable capabilities in feasibility
studies, project management, and maintenance,
further strengthening its regional leadership in

sustainable energy.

The integration of hydropower with other sectors
such as agriculture, tourism, and manufacturing
will enable the development of energy-intensive

industries. With a robust, climate-resilient energy

2 NSB, GDP in Constant Prices
* National Statistics Bureau. (2024). Fourth Quarter Iabonr Force Survey.

infrastructure, Bhutan will achieve significant
industrial growth, ensuring long-term economic

resilience and sustainable prosperity.

3.2 Agriculture

Agriculture, comprising crops, livestock and
forestry and logging, contributed about 12.6
percent of real GDP in 2023% and employed 39.9
petcent of the working population in Bhutan.”
However, contribution to Bhutan’s GDP and
proportion of people engaged in agriculture has
been gradually decreasing. The shares in 2011 for
GDP contribution was 14.3 percent and that of

employment was 57.5 percent.”!

Much of farming in Bhutan is subsistence
agriculture characterised by the household sector
(more than 96 percent of 69k holdings) with
average holding size of 3.7 acres.”” Two-thirds
of landholders own less than an acre of wetland,
while about one-third own less than an acre
of dryland. Commercial farming is limited to a
few contract farming projects such as Mountain
Hazelnut, Bio Bhutan and ventures in coffee and

vineyards.

! National Statistics Bureau. (2012). 2077 Labour Force Survey. Thimphu, Bhutan
32 National Statistical Bureau. Integrated Agriculture and 1ivestock Census Report 2023. Thimphu, Bhutan; Ministry of Agriculture and Forests.
(2019). Renewable Natural Resources Census of Bhutan, 2019. Thimphu, Bhutan
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Bhutan’s topography presents significant challenges
for agriculture. Only about 7 percent™ of Bhutan’s
land surface is classified as agricultural, which
includes arable land, permanent crops, and
permanent pastures. Overall, Bhutan’s harvested
area has declined consistently over the last decade,
from approximately 214,000 acres in 2009 to
96,000 acres in 2021.** Over 31 percent of the
agricultural land is on slopes, making cultivation

difficult and leading to soil and nutrient losses.

Bhutan’s traditional crops, paddy and maize,
account for over half of the harvested area
(excluding fruits) and ~48 percent of production
(excluding fruits). While cardamom and potato
cover harvested area of ~10 percent each, the
production quantum differ with Cardamom at 0.8

petrcent and potato at 27.6 percent of the total. ™

Most cereal production in Bhutan operate on a
small scale, with farm sizes averaging about 2.5
acres. For traditional cereals, output declined
across the board, with the most pronounced
decrease in wheat production, which dropped by
72 percent between 2004 and 2021. Paddy and
maize output over the same period declined by

25 percent and 66 percent, respectively.

Over the last twenty years, the composition of
agricultural products has changed, reflecting a
move towards crops of high value and better
export potential. The number of fruit trees planted
has more than doubled, from 1.5 million to 3.4
million, a 126 percent increase. Areca nut trees

number ~5.8 million with ~2 million bearing

# Fallow land bank for productive land use, Kuensel (March 2023)
* World Bank. (2024). Bhutan Country Economic Memorand,

Washington, DC: World Bank.

: Maximizing Bbutan’s P

fruits, which produced ~11.1 million kg in 2022
(2023 production of 11.4 million kgs), ranking
within the top 10 producers globally.” Further, the
harvested area for spices increased by 96 percent
between 2004 and 2021, driven by increased

cardamom production, which grew by 98 percent.

Bhutan stands out as one of the few countries in
the region that has experienced slow productivity
growth in agriculture. Bhutan’s value-add per
worker in agriculture experienced only a modest
increase between 1997 and 2019, by about 20

percent.”’

World Bank analysis shows that the largest
reduction in the share of labour employed in
agriculture occurred in areas close to the Indian
border, followed by areas surrounding Paro,
Thimphu, and Punakha. In contrast, the share
of agricultural employment increased in rural
and mountainous areas. This points to market
access, whether domestic or export, as a crucial
factor for competitive advantage and growth of

productivity in agriculture.

The agriculture sector in Bhutan faces several
challenges including but not limited to fragmented
land holding, climate change resulting in crop
loss from unusual outbreak of diseases and
pests, erratic weather patterns and human-
wildlife conflict. Other challenges include lack of
irrigation, unproductive land, shortage of land
and labour, limited access to markets, difficulty

in transport and logistics among others.

jal for Economic Diversification and Structural Transformation.

# Analysis based on Integrated Agticulture and Livestock census of Bhutan

36

7 Wotld Bank. (2024). Bhutan Country Econo

ic Memorandum: Maxi)

Wiashington, DC: World Bank.

20

Production of Areca Nut, Tridge. https:/ /www.tridge.com/intelligences /areca-nut/production
zing Bhutan'’s Potential for Economic Diversification and Structural Transformation.



03 I Priority Sectors — Strengthening our Core Sectors I

Objectives

Agriculture will remain a strategic sector for Bhutan
ensuring food security, providing employment and
serving as a potential source of external revenue.
The aspiration is for agriculture to evolve to a

high-value, high-quality and modernised sector.

The government’s goal is to increase the value
of exports by threefold from Nu 3 billion in
2024 to Nu 9 billion by 2034. While the share of
agriculture in GDP will decrease to 3-4 percent by
2050, reflecting Bhutan’s economic diversification,
the sector’s efficiency, and productivity, and overall

growth of the economy.

The key objectives are:

1. Strengthen national food security through
sustainable production, strategic food reserves
and resilient supply chains to mitigate risks

from disruption.

Strategic initiatives

2. Enhance productivity of key crops and
livestock through improved techniques,
application of modern technologies and
efficient farm management practices.

3. Optimise mix of high-value crops and organic
produce to increase farmer’s incomes and
create opportunities for commercial farming
and the private sector.

4. HEstablish Bhutanese agricultural products as
high-quality premium offerings in regional
markets (e.g. India, Bangladesh, Thailand)
and gradually expanding to global markets
(e.g. Australia, and Europe).

5. Enable agri-processing industries by
supplying primary inputs for value addition.
Opportunities include dairy processing, other
food manufacturing and speciality agricultural
products (Refer 4.4. Manufacturing).

To enable the agriculture sector to play a pivotal role in Bhutan’s economic transformation, several

strategic initiatives have been identified.

Strengthen the agricultural ecosystem

Initiative Horizon Owner
Invest in improved extension, supported by targeted research to improve yields, Short- to MoAL,
adopt sustainable practices, and adapt to climate change. Medium-Term FMCL
Optimise and scale the use of existing post-harvest infrastructure such as cold Short- to
. o L . MoAL
storage and warehousing facilities to minimise losses. Medium-Term
Improve transport infrastructure and capability (including air freight) to connect
. . . . . . MoAL,
agricultural production centres with key domestic nodes (e.g. Phuentsholing, | Medium-Term
. MolT
Thimphu, SamdrupJongkhar) and external markets.
Enhance domestic (e.g. with agri-processing farms) and international market
linkages (e.g; Smg.apor?, Thaﬂ.and, and UAE tbrough tradc? par.tnershlps). arfd Medium Term MoAL
enable partnerships with agricultural enterprises and agri-businesses within
Bhutan and in target countries.
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Enhance productivity and drive economies of scale

Initiative Horizon Owner
Promote technology packages (use of power tillers and other mechanical tools
via AMC), mechanisation and digital tools, and use of innovative technologies Short- to MoAL,
(IoT, precision farming) to improve effectiveness and efficiency from planting | Medium-Term FMCL
through to harvesting;
Review and strengthen cooperative models to improve resource sharing and ShortTerm MoAL
market access.
E).(pand irrigation faclhtle.s to reduce c.lePeru.iency on rainfed agticulture and to Short Term MoAL
drive year-round productivity and optimise inputs such as water.

Create a globally recognised Bhutanese agricultural brand

Initiative Horizon Owner

Position Bhutan’s agricultural products as premium offerings in the regional Short- to
. MoAL

and global markets. Medium-Term
Progre'ss Bhutat'ls t.ranéltlon to an organic agriculture by 2035 balancing the Medium Term MoAL
potential reduction in yield.
Strengthen accreditation and certification of agricultural produce, and upgrade Short.
laboratory facilities within Bhutan — critical to fulfil traceability requirements Me diom TZrm MoH
(SPS) and reduce Technical Barriers to Trade (TBT). e
Establish research partnersh‘lps and leverage College of Natural Resources, ShortTerm | MoAL, RUB
AMC, and external partnerships.

Evolve mix to high-value crops with
significant export potential

High-value crops offer better returns and have
significant export potential. Bhutan must select
high-value products after a thorough analysis to
assess feasibility and viable export markets. Key
factors that need considering are the needs of
the target markets and our agti-processing sector.
High-value crops include fruits (e.g. avocado,
strawberries, raspberries, apple, kiwi), vegetables
(e.g. asparagus, tomatoes, mushroom and gatlic),
crops (e.g. quinoa, buckwheat, millet) and spices
(cardamom, ginger, black pepper) — some of

which Bhutan already cultivates.

The global medical cannabis market, currently at
USD 24.9 billion in 2024 is forecast to grow to
USD 159.2 billion by 2033, dtiven by individuals
turning to medical cannabis as an alternative
treatment and decriminalisation across many
countries. Bhutan should investigate the potential
for commercialising cannabis cultivation and
processing it for medicinal and pharmaceutical
purposes. This will require review of existing legal
and regulatory frameworks (e.g. The Narcotic
Drugs, Psychotropic Substances, and Substance
Abuse Act of Bhutan 2015), exploring licensing
models and export-focused regulations. This aligns
well with the initiative on developing health and

pharma manufacturing in Bhutan.

* Market Data Forecast, https:/ /www.marketdataforecast.com/market-reports/medical-cannabis-market (22 Feb 2025)
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Initiative Horizon Owner
Prioritise strategic (high-value, high-potential) crop varieties for productivity
enhancement. Consider crops with potential for high-export, value addition Short- to
. . . : . MoAL, NBC

(for agri-processing) and central to food sufficiency (rice, potatoes, pork |  Medium-Term
production).
Invest into medical cannabis Itivation, processing, and export laleig 0 MoAL

\¢ cal cannabis - cultivation, proc g, and export. Medium.Term

Scale domestic meat production by establishing and supporting farms for
local production, with a focus on pork and chicken
In 2023, the value of Bhutan’s total meat and fish imports was Nu. 1.4 billion, highlighting the

potential for increased self-reliance.”” Efforts should be priotitised in accelerating initiatives outlined

in the 2022 Transformation Plan to achieve this goal.

Initiative

Horizon

Scale domestic meat (pork and chicken) production by establishing and

supporting farms for production.

Short- to

Medium Term Bl NISC

Increase private sector participation
in the agriculture industry

Private sector participation in agriculture is
broadly contained to farmers with marginal
involvement in transportation and some
contract farming ventures. To drive innovation,
investments and commercialisation, Bhutan must
create opportunities for greater private sector
participation in areas such as supply of inputs,
operations of warchouses and operations of

contract firms.

In summary, the strategic initiatives will create
an innovative, productive, and market-oriented
agricultural sector. These initiatives should be
supplemented by developing market access for
the agriculture sector (Refer 5.5. Market Access)
and provision of financial instruments (financing

and protection) for the sector participants.

Envisaged Outcomes
By 2050, Bhutan’s agriculture sector will become
a high-value, high-quality, and export-oriented

industry, balancing food security, economic
growth, and environmental sustainability.
The sector will focus on high value crops and
premium agricultural products, supported by
modern technologies, resilient infrastructure, and

sustainable farming practices.

Agri-processing industries will thrive, adding value
to primary products and supporting sectors like
dairy processing and speciality food manufacturing,
Improved logistics, cold storage facilities, and
export processing centres, along with air freight
connectivity, will streamline access to regional and

international markets.

The Bhutanese National Agricultural Brand will
position Bhutan as a global leader in premium
agriculture produce, starting with India and
Bangladesh, and expanding into Thailand,
Australia, Europe, and the United States. By 2035,
Bhutan aims to achieve considerable proportion

of agriculture to be organic, strengthening its

¥ Ministry of Finance. (2024). Bbutan Trade Statisties 2023. Thimphu, Bhutan
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premium positioning. Additionally, regulated
cannabis cultivation for medical purposes could
emerge as a new revenue stream under strict legal

frameworks.

Private sector participation will grow through
greater participation, fostering innovation,
financing, and commercialisation. Contract
farming and agri-entrepreneurship hubs will

become prominent, driving sectoral growth.

3.3 Tourism

Tourism is the single largest source of convertible
currency (receipts of USD 345 million in 2019)
and employs over 67,000 people, enabling growth
of adjacent sectors such as hospitality and
transportation. Overall, tourism contributes at
least 10 percent to GDP — based on the Toutism
Satellite Account in 2019.%

Bhutan is an attractive destination renowned for
its natural beauty, distinct culture, traditions, and
unique approach to development. Bhutan’s tourism
policy has been instrumental in establishing a
strong national brand. Since Bhutan’s reopening
in September 2022, the total number of arrivals
in 2023 reached 103,066, of which 65 percent

were Indian tourists.*!

Bhutan charges a Sustainable Development Fee
(SDF) as part of its “high-value, low-volume”
tourism policy. The current SDF is set at USD
100 per person per night, effective until 2027. For
tourists from India, the SDF is set at INR 1,200
per person per night. International arrivals are
highly seasonal, with about 72 percent typically
visiting in Autumn and Spring. Bhutan receives the

“ Department of Tourism. (2019). 2019 Bhutan Tourism Satellite Acconnt.

# Department of Tourism data.
# National Statistics Yearbook. (2023). Statistical Yearbook.
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highest number of visitors from the US, China,
Singapore, UK and Thailand outside India and
Bangladesh.

In 2019, about 56 percent of all tourist arrivals
(176,4306) were concentrated in three Dzongkhags:
Thimphu, Paro, and Punakha, which historically
accounted for 80 percent of total bed nights.*
On average, tourists stayed 7 nights in 2020.
European travellers tended to stay longer (e.g,
Swiss visitors stayed an average of 10.75 nights,
and French visitors 9.39 nights). Bhutan’s average
length of stay is shorter than in peer countries,
due to daily SDF fees. For comparison, average
stays are around 21 nights in India, 12-15 days in
Nepal and 9 days in Thailand.

Paro Airport is the primary gateway for
international tourists providing direct international
flights to India, Singapore, Thailand (Bangkok),
Nepal (Kathmandu), Bangladesh (Dhaka), and the
UAE (Dubai). While there are connectivity options
for Asian markets (via Singapore or Bangkok),
the Middle East (via Dubai), the West Coast
of the United States (via Singapore, Bangkok,
New Delhi, or Kathmandu), and continental
Europe (via the same hubs), itineraries can be
complicated for travellers from Europe or the
United States. The construction of an international
airport in Gelephu within GMC will accommodate
larger, long-range aircraft which will help with

connectivity.

Bhutan’s tourism sector offers a broad range of
products — from trekking and cultural tours
(e.g. Tiger’s Nest, Punakha Dzong) to wellness

and mindfulness experiences. However, more
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specialised offerings like high-end wellness or
spiritual retreats are primarily found in luxury
five-star hotels. Products, such as the “Snowman
Trek” and the “10 Day Tour of the Dragon,” have

gained international renown.

MICE tourism remains limited, largely because
of high SDF fees and the lack of large-scale
conference facilities. The MICE market globally,
estimated at over USD 590 billion, is forecast to
grow to over USD 1 trillion by 2032.%

A 2019 survey of arrivals found that a strong
majority (86 percent) visited Bhutan for cultural
attractions, followed by those interested in
adventure activities (12 percent). Fewer than
1 percent were drawn by spiritual or wellness
offerings, and about 1 percent were motivated

by nature.*

The Tourism Master Plan (2025-2034) aims to
enhance Bhutan’s status as a premium global
destination and attract high-value travellers. It
targets a controlled increase in annual visitors to
300,000 by 2029, with 50 percent coming from
regional markets. The plan also secks to promote
tourism in less-visited regions and includes
exploring the feasibility of additional airports in

eastern and southern Bhutan.

Objectives

Bhutan has a proven model of tourism enabling
the sector to make substantial contributions to
the broader economy. Looking forward, Bhutan
must maintain the quality and distinctiveness of its

tourism offerings. Key objectives for the sector ate:

1. Establish Bhutan as a destination of choice
for culture, adventure, and nature tourism
with sustainability at the centre.

2. Expand tourism offerings and develop Bhutan
into a preferred destination for MICE for
global companies in the region including
Thailand and Singapore and further build
new products in medical, education and agti-
tourism.

3. Build resilience into the sector by strategically
improving the mix of products, target source
countries (regional vs global mix), expanding
to other parts of Bhutan and strengthening
business preparedness for future shocks.

4. Design tourism products and exclusive offer
packages to attract tourists in Summer and

Winter for managing seasonality.

The tourism industry will track several KPIs
such as contribution to GDP, number of tourist
arrivals and employment generated. Bhutan will
monitor major trends impacting the industry such
as changing demographics, demand for more
sustainable and green products, connectivity, and

offerings by countries in the region.

* MICE Matket Size, Share & Industry Analysis, By Event Type (Meetings, Incentives, Conventions, and Exhibitions), and Regional Fore-

cast, 2024-2032, Fortune Business Insights,
https:/ /www.fortunebusinessinsights.com/mice-market-108653
* National Statistics Yeatbook. (2023). Statistical Yearbook.

25



I Bhutan 21t Century Economic Roadmap I

Strategic Initiatives

The following strategic initiatives outline Bhutan’s priorities to enhance tourism offerings, infrastructure,

and branding in line with its long-term economic ambitions.

Expand and diversify tourism offerings

Initiative Horizon Owner
ExPand MICE offermgs targeting regional and international companies in the Medium_Term MoICE
region with the view to establishing our brand as a MICE destination.
Assess other forms of tourism offering which will drive synergies with the
other sectors. Accelerate growth in wellness, religious tourism and adventure [ Medium-Term MolICE
sports followed by education and agri-tourism.
Identify and invest into anchor destinations (e.g in East) to drive product and
. P . . . Short- to
destination diversification and enable repeat visitors into Bhutan. Build on . MoICE
. . . . Medium-Term
existing products such as weaving in Lhuentse and bird watching in Mongar.
Explore’ devel(?pmg B ax.ld leisure destination that will complement Medium_Term MoICE
Bhutan’s tourism offering targeting high net worth and affluent guests.
Invest into tourism infrastructure
Initiative Horizon Owner
. . o L . MolT, BCAA
Assess requirements for air connectivity with target source destinations. Medium-Term 01\;[1" ’ I C(]:E ’
o
Contmuousﬁly monitor capacity and experience across key land entry points of MediumTerm MolICE,
Phuentsholing, Gelephu and SamdrupJongkhar.
Continuously benchmark quality of accommodation and infrastructure, invest HRAB
to ensure supetior quality, and improve hotel and accommodation infrastructure Ongoing °
. . MoICE
especially outside Western Bhutan.
Embed digitalisation across the end-to-end journey — from prospecting, MoICE
booking through to completion — to make the experience (for visitor and Ongoing GOVTCC}’I
travel agents) as seamless as possible.
Build a Tourism Centre of Excellence to support the sector to develop products, Continuous MOoICE,
evolve business models, and embed resilience in their business. o ABTO
Targeting, branding, and marketing
Initiative Horizon Owner
Review source countries to target emerging markets such as the Middle East MoICE
and Fastern Europe. Align tourism products (leisure, MICE, and festivals), Immediate ’
. . . . . ABTO,
marketing and branding spend to their needs and timing (e.g. school holidays).
Identify strategies to increase the proportion of USD paying tourists. In 2019, regional Immediate MolCE,
tourists formed ~70 percent of the total visitors into Bhutan. ABTO
Review tourism policy and approach to align to the long-term ambitions of Medium-Term MoICE
the GMC.
Implement government backed tourism protection mechanisms for tour
operators (c.g. general / business liability insurance). Work with the insurance | Medium-Term MoICE

sector to develop relevant solutions for the sector.
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Envisaged Outcomes

By 2050, Bhutan will be recognised as a premier
global destination for sustainable and experiential
tourism, underpinned by our unique cultural
heritage, natural beauty, and innovative offerings.
Tourism will significantly enhance its share of
GDP (10 to 15 percent), employment, and foreign

exchange earnings.

The diversification of tourism products, such
as wellness, MICE, and agri-tourism, will attract
high-value visitors and encourage repeat tourism.
Bhutan’s investments in tourism infrastructure,
including expanded air and land connectivity,
high-quality accommodations, and digitalised
visitor experiences, will ensure seamless end-to-
end journeys for tourists. Broader Bhutan will
emerge as a vibrant hub for tourism, enabling

regional development and product diversification.

Through strategic branding and marketing, Bhutan
will establish itself as a benchmark for sustainable
tourism, targeting high-value markets globally
while increasing the proportion of USD-paying
tourists. The Tourism Centre of Excellence will
enhance industry capabilities, foster innovation,
and provide market intelligence, ensuring the

sector’s resilience against global disruptions.

Overall, the tourism sector will strengthen Bhutan’s
international reputation, stimulate adjacent
industries such as hospitality and transportation,
and create sustainable livelihoods, reinforcing
Bhutan’s commitment to GNH and environmental

stewardship.

27



I Bhutan 21t Century Economic Roadmap I

28



RS N RO e

e e e

©Matt Dutile Creative/Department of Tourism



I Bhutan 21st Century Economic Roadmap I

A key to achieving tenfold GDP growth is evolving
the economy to participate in the industries of

the future. Bhutan has identified five emerging

sectors which will enable diversification and create
jobs while integrating Bhutan into regional and

global value chains.

Sector Focus Areas

Indicative 2050 GDP Contribution

Oisill Elsasmasy = Al-ready Data Centres

Digital Businesses targeting multiple sectors

10 to 17 percent

Services = Education Services

=  BPO and KPO Services

= Holistic Living and Wellness Hubs

8 to 12 percent
(excluding digital businesses)

*  Renewable Energy
Energy =  Sustainable Energy
= Green Technologies

Refer to hydropower

=  Forestry-based Manufacturing

= Agriculture-based Manufacturing

= Pharmaceuticals and related sectors
-

*  Mineral Processing

Manufacturing 15 to 20 percent
R&D-driven Manufacturing
= Critical Resource Materials (CRM) and Rare
Mining Earth Elements (REE) >4 to 5 percent

Table 3: Emerging Sectors Focus Areas

Within the digital economy, there is a global race
to build sufficient data centres to power the rapid
growth of computing, artificial intelligence (Al)
and data storage. Bhutan’s abundant, renewable
hydropower is an important comparative
advantage, which aligns with the ambitions of
leading data centre providers such as Amazon,
Microsoft, and Google to operate using green
energy. The Government will also prioritise
the development of the technology and digital

businesses across the priority and other sectors.

In the services sector, Bhutan is well positioned to
offer a distinctive blend of wellness, retirement,
and health tourism services. Its rich spiritual
heritage, mindfulness traditions, and peaceful
environment also align with growing global interest
in holistic health driven by aging populations and
increasing health care costs. Bhutan will develop
into a regional education hub, providing services,
attracting students and institutions. Further,
Bhutan will also develop capability centres for
business and knowledge processing targeting

regional and global brands. This will leverage the

30

capabilities developed via the innovation ecosystem

enabler (Refer 5.7. Innovation Ecosystem).

Bhutan will transform its energy sector by
diversifying beyond hydropower and strengthening
energy security. Bhutan will harness its vast
renewable energy potential, including 12,000 MW
in solar, 761 MW in wind, and waste-to-energy
solutions. Bhutan will accelerate its Hydrogen
Roadmap, pilot energy storage solutions, enhance
electric vehicle adoption, and modernise the
energy grid. Further, Bhutan will explore the
growing carbon markets. The aim is to create a
diversified, resilient energy mix, reducing fossil fuel
dependence while boosting clean energy exports

and maintaining Bhutan’s carbon-negative status.

Manufacturing will target export-oriented products
focused on the high-end, premium segments in
India and the broader markets. A focus area of
manufacturing will be the sustainable production
of engineered wood and other products (e.g.
bamboo based) within forestry. Engineered timber

can supply emerging needs in the construction
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sector within Bhutan, GMC, India and other

markets.

Bhutan will also pursue agri-based manufacturing,
leveraging Bhutan’s brand in sustainability and
organic agriculture. Agri-based manufacturing
will encompass the processing of superfoods
and packaging of ‘Made in Bhutan’ organic and
sustainable agriculture produce. Bhutan will
venture into manufacturing pharmaceuticals
including generics and medical cannabis. Finally
aligned to our ambitions to be an R&D driven
economy, DHI will pursue opportunities in R&D-
driven manufacturing to embed Bhutan within

high-value tech-led value chains.

Within mining, Bhutan will explore the presence
of CRMs and REEs by accelerating geological
surveys and subsequently establishing processing
centres targeting CRMs, REEs and other minerals.
Through these, Bhutan will participate in green
technologies — such as solar panels and electric

vehicles — critical to global Net Zero transition.

A concerted and targeted approach to catalyse
structural transformation will be required to realise
these opportunities. In many developing countries,
market failures, steep learning curves, coordination
challenges, and information externalities, mean
that private sector actors alone may take longer
or are unable to invest in more sophisticated
goods and services.* Therefore, in the short to
medium-term, the State via DHI will take the
lead in paving the way for the economy in some

of these sectorts.

A coordinated, state-led strategy to diversify
into new economic sectors will yield high-

quality employment opportunities, mitigating the

emigration of talent and encouraging the return

of Bhutanese diaspora.

Two primary pathways are likely to succeed:
proactively attracting flagship FDI projects to
jump-start targeted industties and leveraging SOEs
to establish initial footholds in these sectors. Once
a critical mass and basic ecosystem are established,
private companies can follow and play more

prominent roles.

Bhutan will deliver between 30 and 50 percent
of the 2050 GDP from these sectors. These new
sectors, together with Bhutan’s core industries,
will form a robust and diversified economic base,

ensuring resilience and economic prosperity.

4.1 Digital Economy

Digital Economy encompasses technologies
such as the internet, cloud computing, artificial
intelligence and data analytics, 3D printing, and
autonomous technologies, which are transforming

the supply and value chains of different sectors.

Exploiting these technologies will improve
efficiency and transparency in the public sector,
support existing sectors and drive growth in
adjacent sectors thereby creating new jobs and

stimulating economic development.

By 2050, the digital economy alongside data centres
will contribute between 10 and 17 percent of GDP,

a substantial increase from its current levels.

Bhutan’s digital economy will focus on two key
areas
1. Data centres: Establishing Al-ready and green

data centres

* Hidalgo, C. A., Klinger, B., Barabasi, A.-L., & Hausmann, R. (2007). The product space conditions the development of nations. Science, 317(5837),

482-487.
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2. Digital businesses enabled by modern
technologies. Refer 5.7. Innovation Ecosystem
enabler for further details.

Developing expertise and capabilities in data

centres and digital businesses will enable Bhutan to

keep pace with global technological advancements
and integrate seamlessly with regional and

international markets.

4.1.1 Data Centres

The global race to expand data centre capacity to
support the proliferation of Al, cloud computing
and data storage is intensifying,

The surge in energy demand from data centres
is outpacing the available power supply in many
parts of the world. Currently there are more than
11,000 data centres built or in various stages of
development, which require upwards of 508
TWh of electricity per year. By 2034, global
energy consumption by data centres is expected
to top 1,580 TWh, almost equivalent to India’s
consumption. The global demand for data centre
capacity could tise at an annual rate of 19-22 percent
from 2023 to 2030, reaching 171 to 219 GW.*

With an installed capacity for hydroelectricity
generation of approximately 2,326 MW (2023)
and plans to increase commissioning of more
hydroelectricity capacity, Bhutan is well positioned
to take advantage of the data centre boom.
Bhutan’s abundant renewable hydro energy aligns
with the goals of leading data centre providers
including hyperscalers such as Amazon, Microsoft
Corp., and Alphabet to run their data centres

entirely on green energy.

Big Tech companies such as Amazon, Meta,
Microsoft, and Alphabet forecast over USD 320
billion in 2025 capital expenditure alone in Al
as they compete to build data centres.*” The
world’s largest companies are expected to invest
up to USD 60 billion in Southeast Asia’s data
centres over the next few years, driven by the
hyperscalers’ projected share of global revenue
from this region, which is forecast to reach 11
percent by 2028.* Comparatively, India’s share
of hyperscalers’ global revenue is forecast to be 5
percent in 2028, suggesting a potential investment
of approximately USD 27 billion.

Bhutan will build mid to large scale — between
50MW and 100MW — data centres targeting
markets in India and broader South Asia. While
data centres can take up to four years to construct,
they employ people during construction and then
subsequently duting operations. For instance, a 50
MW data centre could employ 800 to 1,000 people
during construction with 300 to 500 people for
operations. Further data centres can also create

additional indirect and induced jobs.*

Bhutan will attract partners for investments in
data centres (the estimated cost of building a
data centre can be as high as USD 10 million per
MW), enhance its technological infrastructure, and

foster sustainable economic growth.”

Objectives

The vision for data centres is to position Bhutan as
a green and eco-friendly destination for technology
investments, aligning with GNH and global

sustainability trends.

“ AT power: Expanding data center capacity to meet growing demand, McKinsey, https:/ /www.mckinsey.com/industries /technology-me-

dia-and-telecommunications/ our-insights /ai-power-expanding-data-center-capacity-to-meet-growing-demand

" Big Tech lines up over $300bn in Al spending for 2025, Financial Times, https://www.ft.com/content/634b7ec5-10c3-44d3-ae49-

2a5b9ad566fa

# Bloomberg News. (2024, May 11). Tech giants start to treat Southeast Asia like next big thing, https://www.bloomberg.com/news/arti-
cles/2024-05-11/tech-giants-start-to-treat-southeast-asia-like-next-big-thing?embedded-checkout=true

* Analysis based on market research

% Costs on the Rise, Savills, https:/ /wwwi.savills.co.uk/rescarch_articles/229130/362695-0
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Bhutan’s value proposition for data centres will
include competitive energy prices, renewable
hydroelectric power, and cooler temperate climate
which can reduce cooling costs. Cooling costs
account for more than 40 percent of total energy

consumption in large data centres.’’

As a result, data centres will:

1. Position Bhutan within the global technology
landscape by partnering with leading regional
and international technology firms.

2. Build skills and capability and create
employment during both the construction
and the operation phases.

3. Reduce Bhutan’s dependence on traditional
sectors like hydroelectricity and agtriculture by

transitioning into the digital economy.

However, Bhutan must address three key

challenges to realise its data centre ambitions.

Strategic Initiatives

1. Data centres demand a steady 24/7 power
supply, which cannot always be met by
renewable energy sources alone. While
Bhutan’s hydropower generation is optimised
during the monsoon season, it diminishes
during the dry winter months (November
to March) necessitating imports from India.

2. Fiber density and quality are crucial for data
centre operations. Bhutan will need to upgrade
fibre connections to India and Bangladesh
to meet the demands of future data centres.

3. Bhutan is in a seismically active region, with
most areas classified under seismic zones
IV and V (Severe and very severe intensity
earthquake zones as per Bureau of Indian
Standards). This necessitates robust seismic-
proof construction for data centres or

selecting locations with lower seismic risks.

Initiative Horizon Owner
Complete a detailed feasibility study for establishing data centres in Bhutan
covering:
= Data centre market including trends and potential demand.
= Baseline of an energy allocation framework. GovTech,
st L . e Short-Term
= Identification of potential sites, key infrastructure and facilities, and talent DHI
required.
= Frameworks for partnership, investment and commercial agreement,
operational approach, governance structures and FDI requirements.
Engage with potential data centre partners (Data centre providers, Al players, Short- to
: - . . GovTech
solution providers and corporates) who could establish data centres. Medium-Term

Envisaged Outcomes

Data centres will be a key component of Bhutan’s
digital economy attracting foreign investments
and enhancing our technological capabilities by
partnering with leading players. Overall, through

the provision of data centre services, Bhutan will
become an attractive location for green digital

technology investments.

' McDonald, R., & Ballan, S. (2023). Green Data Centres: Towards a Sustainable Digital Transformation - A Practitioner’s Guide. Washington, DC:

World Bank Group
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4.1.2 Digital Business

Digital development is intrinsically linked to a
country’s competitiveness and GDP per capita.
The global ICT sector is experiencing rapid growth
presenting opportunities for countries aiming
to transform their economies. The worldwide
technology spending is estimated at USD 5.7
trillion in 2025, an increase of 9.3 percent from

2024. Spending on software is also expected to

grow by 14 percent to reach USD 1.2 trillion in
2025, while IT services are expected to grow to
USD 1.73 trillion in 2025.

Bhutan will participate in emerging global ICT
and digital sector through the development of
tech-led and digital business (see Table 4).

Potential Areas (non-exhaustive)

Agrtitechs
eCommerce and online marketplaces
Fintech

Energy Technology

Game Development

Health Tech

Software Services (e.g. Analytics)
Sustainability Tech

Travel Tech

Table 4: Potential Areas of Digital Businesses

Bhutan will aim to create at least 75 start-ups
annually (equivalent to over 100 start-ups per 1
million population, average for top 20 countries
range between 189 to several thousand per million
population) and create at least 2 unicorns within
the next decade and scale up to 5 by 2050. Refer
4.2.3 for BPO / KPO initiatives and 5.7. for the

Innovation Ecosystem initiatives.

4.2 Services

Bhutan has the potential to develop a dynamic
services sector that aligns with global trends by
leveraging its unique cultural and natural assets.
The services sector can support economic
diversification, create knowledge-intensive jobs,
and establish Bhutan’s brand in the global services

market.
Holistic Living and Wellness Hubs, Education
Services, and Business and Knowledge Process

Capability Centres will be the key focus areas.

The Holistic Living and Wellness Hubs will

integrate tourism, health, and retirement services,
positioning Bhutan as a destination for wellness
and medical tourism — in response to a growing
global demand for wellness and post-retirement
living solutions. Bhutan can offer a distinct
proposition covering spiritual, mental, and physical
wellbeing, rooted in its traditional Sowa Rigpa
medicine, mindfulness practices, and pristine
environment. Through initial investment into
wellness hubs and retirement villages, Bhutan will
develop capabilities to extend into elderly care and
healthcare services targeting high-value visitors.
Bhutan’s Education Services will attract
international students and academic institutions,
providing education in emerging disciplines such
as sustainability, tourism, digital, entrepreneurship
and business, and other demand areas. Bhutan will
establish international partnerships, improve research
capabilities, and expand educational infrastructure.
Further, synergies with other sectors will ensure that
education services contribute directly to workforce

development and innovation for Bhutan’s ambitions.

%2 Gartner. (2024, October 23). Gartner forecasts worldwide IT spending to grow 9.3% in 2025.
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Finally, the Business and Knowledge Process
Capability Centres will aim to develop a thriving
outsourcing sector. Business Process Outsourcing
(BPO) and Knowledge Process Outsourcing
(KPO) centres can integrate Bhutan into the
global knowledge economy, supporting industries
such as data analytics, Al, finance, and research.
Importantly, this sector will complement Bhutan’s
education services, ensuring that universities and
technical institutes produce graduates with the

skills required by global industries.

Collectively, these sub-sectors will contribute 8-12
percent (excluding digital sector) of 2050 GDP.
4.2.1 Holistic Living, Wellness and

Retirement Services

Building on Bhutan’s reputation as a premier
travel destination, Bhutan can establish a holistic
and integrated ecosystem that caters to affluent
individuals seeking wellness, health management

and retirement living solutions.

Wellness and medical tourism are rapidly growing
globally. Wellness tourism involves travellers
who seek destinations that help them maintain
or improve their health and wellbeing. Such
destinations provide activities related to exercise,
meditation, nutrition, relaxation, and holistic
health, all intended to proactively sustain mental,

physical, and spiritual wellness.

The global wellness market, estimated at about
USD 4.2 trillion, is driven by demographic

33 Global Wellness Institute. (2024), https://globalwellnessinstitute.org/

* Medical Tourism Association, 2024

changes, failing and costly healthcare systems
and evolving consumer values. Wellness tourism,
where individuals travel to enhance their personal
wellbeing generated an estimated USD 830 billion

in 2023 and continues to grow.”

Medical tourism focuses on travel for medical
procedures, surgical interventions, and treatments
related to improving or restoring health. Examples
range from orthopaedic surgeries to complex
organ transplants and specialised therapies within
traditional systems of medicine. The size of
the medical tourism market is estimated at over
USD 100 billion in 2024 and is forecast to grow
between 15 and 25 percent per annum.* Increasing
healthcare costs, out of pocket expenses and
long waiting times in home countries drive the
growth of medical tourism. Leading destinations
such as Thailand, Singapore, India, and Turkey
have developed high quality medical facilities
with well-trained health professionals to attract

patients globally.

The global population is aging. For example,
Europe is projected to have 130 million citizens
above the age of 65 by 2050° and Japan’s eldetly
population (aged 65 or older) has reached a record
high of 36 million people.® Retirees increasingly
seek affordable, experience-rich retirement villages
and communities abroad. The costs for nursing
homes and retirement villages ranges between
USD 1,800 and USD 3,000 per month, with
countries such as Poland, Lithuania, Portugal,

Costa Rica, and Mexico leading in this space.”’

% Burostat. (2020). Ageing Europe-Statistics on population developments. https://ec.curopa.cu/eurostat/ statistics-explained /index.php?ti-
tle=Ageing_Europe_-_statistics_on_population_developments#:~:text=Ageing’020Europe?020%E2%080%094%20looking?s20at%20
the%020lives%0200f lives%0200f%/620the% 20 European%e20Union%eE2%80%0995%020%28 EU%29%:200lder%20generations.
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Al Jazeera. (2024, September 16). Japan’s elderly population rises to record 36.25 million. https:/ /www.aljazeera.com/econo-

my/2024/9/16/japans-elderly-population-tises-to-record-36-25-million#:~:text=Japanesc%20aged702065%200t%200lder
5" MedClinics. (2025). Nursing home & elderly care. https://medclinics.com/nursing-home-elderly-care/
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Bhutan can offer a distinctive blend of wellness,
retirement, and health tourism services. Existing
luxury five-star hotels already offer wellness
services, including spa treatments, herbal healing,
traditional hot stone baths, yoga, and meditation.
Bhutan’s national healthcare system integrates
the centuries-old Sowa Rigpa tradition which
offers a unique combination of Indian Ayurvedic

principles and Buddhist philosophy.

Additionally, Bhutan’s spiritual heritage and
mindfulness traditions align well with the growing

interest in holistic health. Bhutan can extend these

Strategic Initiatives

offerings to visitors and retirees with options to
live in Bhutan for extended periods of upto three

to five years.

Objectives

The primary objective of developing holistic
living and wellness services would be to optimise
Bhutan’s tourism offering while creating new
growth sectors. The initial focus will be to extend
into wellness, progressing into retirement villages
and eldetly care and finally expanding into medical
tourism. Building a credible brand will be a phased
approach which will enable the development of

relevant capabilities and infrastructure.

Initiative Horizon Owner
Refine Bhutan’s offering in wellness toutrism to include physical, mental, and
spiritual wellness. Integrate mindfulness activities, traditional medicine and | Short-Term MoICE
alternative therapies, sports and adventure, and social and community activities.
Conduct a feasibility study into the development of retirement villages, provision .
ty study prmen 865, prov! Medium-Term MoICE
of post-treatment recovery centres and establishment of elderly care services.
Develop medical tourism offerings building on wellness and retirement villages,
recovery centres and eldetly cate services. Establish internationally accredited | Medium- to
. e s . . . MolICE
medical facilities, address critical issues such as air connectivity and consider | Long-Term
regulations required.

Envisaged Outcomes

Bhutan will have emerged as a global leader in
holistic living and wellness tourism, renowned
for its unique integration of traditional practices,
spiritual heritage, and modern wellness services.
Bhutan will have leading wellness hubs, retirement
villages, and medical facilities, attracting affluent
global travellers, retirees, and patients seeking

physical, mental, and spiritual rejuvenation.

In the long-term, Bhutan will also be recognised as
a trusted destination for medical tourism, offering
internationally accredited healthcare facilities and
exceptional post-treatment recovery services.
Bhutan will be seen as an attractive, experience-
rich destination for holistic health, relaxation, and

long-term retirement living,
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4.2.2 Education Services

In an interconnected world, transformation of
economies relies heavily on the availability of a
highly skilled talent pool. As economies pivot
towards knowledge-intensive industries, the global
demand for higher education continues to grow.
Education hubs such as those in Hong Kong
and Singapore, have emerged globally as centres
for higher learning and knowledge development.
These hubs cater to both international and local
students, offering high-quality education, fostering
research, and supporting talent development to

drive sustainable economic growth.

Bhutan could position itself as an attractive
destination for students from neighbouring

countries and beyond. Over five million students
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pursued degree programmes outside their home
countries in 2017 rising to 6.4 million in 2020.
Projections indicate an annual growth rate of
4 to 4.5 percent to 2030, reflecting a slower
pace aligned with global economic trends. China
and India will continue as leading sources of
international students. Other countries such as
Bangladesh, Indonesia, the Philippines, Vietnam,
Nepal, Malaysia, and Thailand will also contribute
significantly to global student mobility.

International students often prioritise fields
such as Business and Management Studies,
Finance, Computer Studies, Economics, and
emerging disciplines in sustainability and ESG
(Environmental, Social, and Governance).
Student mobility patterns are also becoming
more multidirectional with students exploring
educational opportunities not only in the West

but also in neighbouring regions.

Growing reputation of educational institutions,
cost-effectiveness, and robust support systems

offered by host countries also drive this trend.

Objectives

Bhutan’s ambition for developing education
services will complement our broader goals by
developing a deep talent pool and capabilities
across the priority sectors. It will also drive revenue
by attracting international institutions, faculty,

and students.

Bhutan with several strategic advantages —
political stability, brand recognition as a GNH
country and English-speaking population
— provide a good foundation. The existing
infrastructure, including the Royal University of
Bhutan (RUB) and its affiliated colleges, offers

an initial platform for growth.

Bhutan’s education services strategy will focus
on fields closely aligned with Bhutan’s unique
strengths and economic priorities, such as tourism,
sustainability, natural sciences, digital economy,
business, and forestry. Bhutan can initially target
regional markets such as India, Thailand, Malaysia,
and Bangladesh, which represent significant pools

of prospective international students.

Key objectives are:

1. Develop a world-class education services
centre comprising a critical mass of education
and knowledge actors across Bhutan, including
several regional and international institutions
through branches/offshore campuses,
collaboration or partnership offering dual
degrees and programmes in Bhutan.

2. Position Royal University of Bhutan as
a top academic institution in Asia through
investments in programmes — technology,
business management and innovation, research
and teaching — to attract international students
and reduce outbound student migration.

3. Attract international students and faculty to
Bhutan, increasing international students in
higher education (up to 50 percent of the
student population).

Within 15 years, Bhutan should establish itself as
a recognised destination for international students,
with RUB ranked at least among the top 250

univetrsities in Asia.

Strategic Initiatives

Building a world-class education services will
require a phased approach. This opportunity will
build on the initiatives within the Human Capital

Development enabler.

%The outlook for international student mobility: amidst a changing global macroeconomic landscape, British Council, March 2024, https://

opportunities-insight.britishcouncil.org/short-articles /reports/global-economic-trends-affecting-student-mobility
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Initiative Horizon Owner
Develop and implement a robust governance and policy framework for education Short. ¢
ort- to
services, covering focus areas, approach to inward investments and quality . MoESD
’ & > 4PP Y| Medium-Term
assurance systems.
Invest in educational infrastructure, including state-of-the-art campuses, advanced
research facilities, and high-quality student accommodations with enhanced [ Medium-Term MoESD
physical and digital connectivity.
Attract leading regional and global institutions to establish presences and develop Short- to
o . MoESD
offerings in Bhutan. Medium-Term
Drive teaching, research excellence and innovation and increase contributions Medi .
. . . I . edium- to
to global knowledge production. Align curricula with international standards L T MoESD
o : L ong-Term
while integrating Bhutanese cultural and economic priorities. &
Build a skilled academic workforce and attract high-quality students considering Medi .
. . - edium- to
incentives such as competitive salary packages, long-term contracts, and robust I T MoESD
. _ong-Term
tenure policies. &
Integrate work-integrated learning opportunities (internships and apprenticeships) .
. . . o Medium- to
into academic programmes. Collaborate on R&D in sectors such as sustainability, LoneT. MoESD
. . ong-Term
tourism, and agriculture. J
Ensure equitable access to educational opportunities by targeting scholarships and .
. . . o L Medium- to
financial assistance programmes specifically at marginalised and underprivileged MoESD
- Long-Term
groups.

Envisaged Outcomes

Bhutan’s education services strategy aims to
establish it as a regional leader in higher education
by increasing international student enrolment,
enhancing global reputation, and driving economic
diversification. Key outcomes include world-class
infrastructure, industry-academia collaboration,
and a skilled workforce in priority sectors. The
initiative also focuses on sustainability, cultural
integration, and social equity, ensuring graduates

contribute to Bhutan’s economic goals.

4.2.3 Business and Knowledge
Process Capability Centres
The global market for business services grew from
USD 624 billion in 2022 to USD 681 billion in
2023 and is expected to grow at a compound
annual growth rate (CAGR) of 8 percent through
2027.% Global companies across different sectors

continue to offshore and nearshore services, seeking

cost-effective and scalable talent pools. The rise

of remote work has further accelerated this trend.

Providing BPO/KPO services domestically and
internationally will complement and accelerate
the development of technology and knowledge-

led sectors which are currently at a nascent stage.

This will require aligning education with global
industry standards, enhancing STEM education,
and fostering an enabling environment.
The potential benefits in terms of economic
diversification, employment generation, and
integration into the global digital economy are

immense.

Objectives
Over the next five to seven years, Bhutan will
establish multiple capability centres, providing

services to leading global and regional companies.

¥ Kearney. (2023). Global Services Location Index (GSI.I) 2023: Full Report.
https:/ /wwwkearney.com/service/digital-analytics /gsli/2023-full-report
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The capability centres will focus on Business (e.g:
Finance, HR, and Marketing) and Knowledge
(e.g. data analytics, Al, research, and design)

processing services in selected sectors of agri-

tech, sustainability, wellness, and other services
(see table 5). Bhutan will monitor trends in global
capability centres and incorporate technology,

digital and Al capabilities to remain relevant.

Target Sectors Functional Capabilities
. . . = Technology and Digital
=  Financial Services ey & .
= Data Analytics and Al Services
= Technology and Software Development .
: = UX / UI Design
= Healthcare and Pharmaceuticals
. = Software Development
= Retail and e-commerce .
. . = Market Research and Insights
= Manufacturing and Automotive .
o = Regulatory Compliance and Support
= Sustainability and ESG .
e = HR, Marketing and Sales
=  Energy and Utilities - -
. = Competitive Intelligence
= Travel and Tourism . .
=  Finance and Accounting

Table 5: Areas for KPO and KPO services (non-exhaustive)

Through this, Bhutan will build a brand and
presence in the technology and digital value chains,

and position Bhutan to move up the value chain

Strategic Initiatives

(e.g to provide more sophisticated services) while

expanding broader market reach.

Delivering the ambition will require a comprehensive set of strategic initiatives. This includes building

the digital and technology ecosystem (refer 5.7. Innovation Ecosystem), and significantly improving

our education curriculum.
Initiative
Develop BPO / KPO capability by

and relevant incentives.

®  Detailing Bhutan’s BPO / KPO approach, key sectors, value chain focus

= Identify anchor companies that Bhutan can target for providing BPO and
KPO services and establish capability centres (see box 1).

Horizon Owner

Short- to MolCE
Medium-Term OPMC

Plan and implement capability building programmes within Government and Short- to MoICE
the private sector. Medium-Term OPMC
Expand Thimphu Tech Park as a platform to develop a centre for BPO / KPO Short- to MoICE
capability. Medium-Term OPMC

Envisaged Outcomes

Bhutan has established capability centres providing BPO / KPO services to global organisations

employing several thousand people with relevant capabilities, supported by vibrant innovation ecosystem.
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Box 1: Developing BPO and KPO capabilities
To jump-start Bhutan’s service industry, Bhutan should aim to attract one ot two international anchor
firms by facilitating the establishment of captive Global Capability Centres (GCCs). This approach can

rapidly scale Bhutan’s ICT / setvice sector and integrate it into global value chains from the outset.

An international anchor firm would introduce best practices and insights into global markets, while a
captive GCC represents a long-term commitment by its owner. Leading international companies with

significant operations in regional countries should be approached to establish such centres in Bhutan.

Scaling the number of qualified graduates to several hundred per annum is crucial for the success of
this strategy. Achieving this goal will require substantial investment in higher education and addressing
shortages in physical infrastructure and teaching personnel. In the medium-term, Bhutan should attract
faculty from countries with leading I'T education systems, such as Singapore, South Korea, Japan, and

India. This would lay the foundation for the internationalisation of ICT education at the university level

and pave the way for developing in-country BPO and KPO capabilities.

4.3 Energy

Bhutan’s total energy supply in 2022 was 793,263
tons of oil equivalent (TOE), with 62.4 percent
derived from thermal energy sources such as
coal and its derivatives, biomass, and petroleum
products and 37.6 percent from electricity.
Electricity formed the largest proportion, followed
by biomass (25.2 percent), coal and its derivatives
(19.6 percent), and petroleum products (17.6
percent). Alternative renewable energy sources
(solar, wind, embedded hydro) accounted for less

than 1 percent of total electricity generation.””

Hydropower is the dominant electricity source,
contributing over 95 percent of Bhutans power
generation. Bhutan’s reliance on hydropower
exposes it to seasonal generation fluctuations,
requiring imports of electricity from India during

wintet.

Bhutan has untapped potential in renewables
beyond hydropower: solar, estimated at 12,000
MW of feasible development potential with
current generation at 745.7 MWh in 2022, wind
with a potential of 761 MW (only 427.7 MWh

generated in 2022) and waste-to-energy potential
of 49 MWh/day using solid waste.”!

Bhutan is also considering green hydrogen as a
sustainable energy source that will play a key role
in decarbonising transportation, industry, and
power generation.”” DHI has plans to explore
the potential of geothermal energy and green
hydrogen, aiming to develop binary geothermal
plants with a capacity of 5 to 6 MW by 2028 and
green hydrogen plants by 2029.

Bhutan is heavily dependent on fossil fuel imports
due to a lack of domestic reserves. In 2022, Bhutan
imported 107,643 kilolitres of diesel and 36,697
kilolitres of petrol. The total cost of petroleum
imports reached Nu 14,263 million in 2022, with
82 percent spent on petrol and diesel. Bhutan
also imported 39,389 MT of sub-bituminous
coal while producing 133,501 MT domestically.
The Transport Sector is the largest consumer of
petroleum products, accounting for 14.5 percent
of total consumption. Bhutan has been promoting

electric vehicles (EVs), but uptake remains slow.®

% Ministry of Energy and Natural Resources. (2022). Bhutan Energy Data Directory.

o' ibid

%2 Ministry of Energy and Natural Resoutces. (2024). Hydrogen Roadmap of Bhutan.
% Ministry of Energy and Natural Resources. (2022). Bhutan Energy Data Directory.
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As a result, Bhutan’s energy sector has multiple

challenges

1.

5.

Dependence on seasonal hydropower where
Bhutan’s run-of-river plants experience lower
generation during winter, leading to power
imports.

Low adoption of alternative renewable energy
due to minimal deployment of alternative
renewable energy despite vast potential in
solar, wind, and waste-to-energy.

Heavy reliance on fossil fuels spending huge
portion of its electricity export revenue on
fossil fuel imports.

Limited private sector participation across
projects outside hydroelectricity (led by DHI)
due to lack of incentives and expertise.

Vulnerability to climate change which could

reduce glacier-fed river flows and impact long

-term hydropower sustainability.

Objectives
The energy sector is crucial for overall economic

growth. Key objectives are to:

1. Improve energy mix whilst managing energy
demand.

2. Reduce dependence on fossil fuel through
adoption of innovative technologies.

3. Drive renewable and sustainable energy

adoption.

These initiatives outlined below will need to
be considered together with the strategy for

hydropower sector.

Strategic Initiatives

Initiative Horizon Owner

Increase investments in renewable energy sources like solar and
wind, and biomass and in sustainable energy sources (biofuels, green Ongoing MoENR
hydrogen, and biogas).
Accelerate the implementation of the Hydrogen Roadmap of Bhutan
(June 2024) and demand-side management programmes identified in Short-Term MoENR
the Energy Efficiency Roadmap.
Pilot advanced energy storage technologies, such as liquid metal battery
banks, to enhance energy reliability and optimise both domestic and Long-Term MoENR
export energy usage.
'Strengthcn. incentives for electric V‘ChICICS‘ adoption through investment ShortTerm MoF, MoENR
into charging infrastructure and incentives.
Assess the existing energy grid and invest in a reliable and adaptive
energy gtid to support planned industties, high-value manufacturing, | Medium-Term MoENR
and digital economy initiatives.
Explore opportunities to leverage Bhutan’s carbon negative / neutral
status through participation in global carbon markets including Short- to

. . . . MoENR
trading carbon credits and using green bonds to fund renewable | Medium-Term
energy projects.
Develop guidelines and infrastructure to enable ‘prosumer’ approach Short- to

Lo . . MoENR
for individuals and entities to generate energy. Medium-Term
Increase the participation of the private sector within the energy sector. Short-Term © ?e ; Prrlvate

cto
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Envisaged Outcomes

Bhutan’s energy initiatives will deliver a diversified,
secure, and sustainable energy mix that reduces
dependence on seasonal hydropower while
enhancing economic resilience. Solar, wind,
and green hydrogen production can strengthen
Bhutan’s energy security, lower fossil fuel imports,
and create new economic opportunities in clean

energy exports.

Additionally, improving energy efficiency,
electrifying transport, and implementing smart
grid solutions will contribute to a low-carbon,
resilient economy while preserving Bhutan’s
carbon-negative status and supporting clean

energy trade.

4.4 Manufacturing

Manufacturing contributed approximately
5.4 percent to Bhutan’s real GDP in 2023, a
significantly lower share compared to developed
markets such as Singapore, where manufacturing
accounted for about 19 percent of GDP in 2023.°

Between 2013 and 2023, Bhutan’s manufacturing
sector (as share of GDP) recorded an annual
growth rate of only 0.9 percent, lagging the overall
economic growth rate (4 percent per annum) and
the 2.5 percent per annum for agriculture during

the same period.®

The 2024 Industry Census shows that
manufacturing and production establishments
comprise only 10.4 percent of Bhutan’s total
13,008 establishments. Of these, 47 percent are
forest-based, 29.2 percent Agro-based, and 15.3
percent mineral-based, with the rest categorised as

others. Sole proprietorships dominate the sector,

accounting for over 87 percent of establishments,
while private limited companies represent less

than 7 percent.

Furthermore, 91 percent of manufacturing firms
cater exclusively to the domestic market, with only
1.3 percent focused on exports. Heavy reliance on
imported raw materials exacerbates the sectot’s
challenges. Manufacturers also face limited access
to finance, skilled labour, raw materials including

watert, alongside policy and logistical constraints.

Manufacturing facilities are mostly located in
the South. Unlike economies like Bangladesh,
which leverages low-cost labour for manufacturing
Bhutan faces higher labour costs, averaging USD
1.00 per hour compared to USD 0.51 per hour
in Bangladesh.”” Although Bhutan benefits from
lower energy costs, its landlocked geography and
high transportation costs significantly constrain

competitiveness.

Bhutan’s domestic market is small, hampering
manufacturing growth. Urban areas such as
Thimphu and Paro, with a combined population
of around 200,000, represent the most viable

markets.

Over the past decade, the government has made
significant efforts to stimulate manufacturing
through investments in industrial zones and
startup centres, attracting FDI, and enhancing
financing, In 2023, the government provided
subsidies totalling Nu. 1.2 billion to support the
sector, with tax exemptions being the largest
component (Nu. 702.81 million), followed by
interest rate subsidies (Nu. 292.27 million). Smaller

subsidies included price support, machinery and

% National Statistics Bureau. (2023). Statistical Yearbook. Thimphu, Bhutan.
% Singapore Department of Statistics. (2024). Econonic Survey of Singapore 2023. https:/ /wwwi.singstat.gov.sg

% Analysis based on the National Accounts Data.

7 World Bank. (2021). Gearing Up for the Future of Manufacturing in Bangladesh. Washington, DC: World Bank.

42



04 I Priority Sectors — Expanding into Emerging Sectors I

equipment support, and capital grants, ranging
from Nu. 23.12 million to Nu. 42.57 million.®

Investments in industrial parks, however, have seen
mixed results. For instance, the 756-acre Jigmeling
Industrial Park, projected to create up to 25,000
jobs, had only two operational industries by May
2023, with 28 plots under development and 15
remaining vacant. In contrast, the smallest park
(33 acres) near Thimphu has been fully occupied
for six years but struggles with labour accessibility

due to limited public transport.”’

DHI’s 2018 ten-year strategy aims to increase
non-hydro revenue to over 40 percent by 2030
(up from 15 percent in 2018) by investing in
biopharmacy, agribusiness, and wood products.”
Notable ventures include Azista Bhutan Healthcare
Limited (a joint venture for pharmaceutical
production), Menjong Sorig Pharmaceuticals
(traditional medicine), and Koufuku International

Ltd (dairy processing).

DHI is also exploring innovative manufacturing
opportunities, such as producing electric vehicle
(EV) components and humanoid robotic patts as
a part of its future strategy. The plans also include
studying the feasibility of producing “low-volume,
low-weight, high-value” products and entering the
space industry for design and manufacturing. It

also aims to establish a magnesium production

plant and attract car manufacturers to set up EV

assembly factories in Bhutan.

Objectives

The manufacturing sector must become a major
driver of Bhutan’s 10X journey by focusing on
export-oriented production. The ambition is to
increase the share of GDP to between 15 and
20 percent.

Bhutan’s aspiration is to be a niche player through
investments in specific sub-sectors and by targeting
the premium, high-end segments in the regional
and global markets. However, this will require

FDI alongside organic growth.

DHI as the commercial arm of the government,
working with the private sector, will be instrumental

in realising the manufacturing ambitions.

Opportunities for Bhutan
Recognising Bhutan’s small population, the
manufacturing ambitions must consider the
availability of natural resources, competitive energy
prices, and access to the large and fast-growing
market in India. Bhutan should also explore R&D-
intensive manufacturing focused on technology,
computing, and machinery components. Table 6
provides key areas of opportunity in manufacturing
for Bhutan.

% Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024
' World Bank. (2019). Bhutan’s Business Infrastructure Policy and Industrial Parks. Washington, DC: World Bank.
" DHLI. (2018). Into the next decade: A roadmap for DHI and group. Thimphu, Bhutan.
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Area Focus Areas (non-exhaustive)
Forestry led *  Engineered wood manufacturing using advanced technologies such as Cross-
manu fa};turin Laminated Timber (CLT) and Laminated Veneer Lumber (LVL)
g =  Bamboo and other forest resources-based industry
Pt el =  Value addition to high-value agricultural and food products

= Processing and packing of superfoods

= Traditional medicine
Pharmaceuticals and |=®*  Medicinal cannabis

cosmetics =

Ethical and organic based cosmetics
=  Manufacturing of generics

R&D driven
manufacturing

*  Low-volume, low-weight, high-value components for future industries
= Key industries — Electric vehicles, (humanoids) robotics, electronics and semi-
conductors, high end commercial products and advanced materials

Table 6: Focus Areas for Manufacturing

4.4.1 Forestry-Based
Manufacturing
Bhutan’s Constitution mandates maintaining a
minimum of sixty percent of Bhutan’s total land’
under forest cover for all time, and currently,
forests cover about 72.3 percent of Bhutan’s
land area. The rich forestry resource provides a
durable foundation for developing a sustainable

forestry-based manufacturing subsector.

Forestry-based manufacturing already forms a
significant part of Bhutan’s manufacturing sector
with more than 47 percent of manufacturing
establishments related to forestry. However these
are low-value and focused on internal markets.
This sub sector holds great promise for sustainable

growth and economic diversification.™

Engineered Wood

Manufacturing engineered wood presents a
significant opportunity for Bhutan to leverage
Bhutan’s abundant forest resources sustainably.
Bhutan can adopt advanced technologies like
CLT and LVL to drive the growth of the industry.

In 2023, Bhutan harvested only 70,000 cubic
meters of timber,”” a modest proportion of forest
cover compared to countries such as Sweden
and Finland, who are global leaders in supplying
engineered wood products. While harvesting
timber in Bhutan is challenging due to terrain and
the high transportation costs, Natural Resource
Development Corporation Limited (NRDCL)
estimates that Bhutan can sustainably harvest up

to 2.5 million cubic meters annually.”

Engineered wood products like CLT and LLVL offer
high strength and durability, making them ideal
for constructing sustainable and energy-efficient
buildings. These products can cater to both
domestic needs and export markets, particularly
in South and Southeast Asia, where there is a
growing demand for eco-friendly construction
materials. Engineered wood can become a major
input into the construction industry and for the

development of the Gelephu Mindfulness City.

Bhutan should consider launching a flagship
Wood Building Programme like Finland’s initiative,

"' Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024

> NRDCL (2023). Annual Report 2023. Thimphu, Bhutan
7 ibid
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which can increase the use of wood in urban
development and public buildings. This initiative
would ensure that a significant percentage of
public buildings use wood as a primary material by
a target year, such as 2035. The initiative would not
only promote sustainable construction practices
by encouraging the private sector to adopt wood-
based construction using domestically sourced
and locally produced materials but also create a

market for the emerging wood processing sector.

Other Forestry-Based
Manufacturing

Other forestry-based manufacturing opportunities
include the production of bamboo products and
other high-value forestry-based products. Bamboo,
known for its rapid growth and sustainability,
can be used to manufacture a wide range of
products such as furniture, flooring, textiles and

biodegradable utensils, and paper.

4.4.2 Agri-Based Manufacturing

Aligned to the core sector of agriculture and the
ambitions to craft a premium brand in agriculture,
Bhutan will develop the food processing sector.
Key areas of focus will be the processing of
high-value-added products, including dairy products
such as cheese and yogurt. For instance, Bhutan
could create niche products like Yak cheese, which
has the potential to attract gourmet markets globally.

Agri and food processing will requite premium
packaging ensuring they meet international
standards and appeal to overseas markets.
Superfoods such as buckwheat, known for
its nutritional benefits, can be processed, and
packaged in eco-friendly materials, emphasising
their organic nature. These products can
be marketed in attractive, biodegradable
packaging highlighting Bhutan’s commitment to

environmental sustainability.

Existing capabilities within the agri-manufacturing
sector will be enhanced to include facilities for
processing and packaging organic produce, such as
dried fruits and nut mixes, which are increasingly
popular among health-conscious consumers.
Embracing advanced technologies and robust
quality control measures will be essential to ensure
that these products can compete on the global

stage.

4.4.3 Pharmaceuticals

Bhutan’s unique biodiversity, particularly its wealth
of medicinal herbs, also presents opportunities for
the development of traditional medicines. Bhutan
can produce high-quality traditional medicines that
appeal to both local and international markets.
Investment in research and development will be
essential to standardise these products and ensure

their efficacy and safety.

The global interest in medicinal cannabis offers
another promising avenue for Bhutan. With
appropriate regulatory framework and investment,
Bhutan can cultivate and process medicinal
cannabis, thereby tapping into a rapidly growing
industry, thus providing substantial economic

benefits.

Opportunities also abound in the cosmetics
industry, particularly in the production of
natural and organic products. Bhutan’s pristine
environment and rich biodiversity provide
the foundation for developing high-quality
cosmetics that cater to the increasing demand
for natural beauty products. By focusing on value
addition and premium packaging, Bhutan can
position its cosmetics products as luxurious and
environmentally friendly, appealing to discerning

consumers wotldwide.

Bhutan can also expand manufacturing into

generic drugs. By leveraging licensing agreements
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and attracting FDI, Bhutan can establish itself
as a credible player in the generics market. This
approach will not only enhance local capabilities
but also diversify production, targeting both local
and regional markets. DHI through its JV, Azista

Bhutan Healthcare Limited, has made a start.

4.4.4 R&D Focused Manufacturing

Bhutan will invest in R&D focused manufacturing
to enhance its presence in high-tech and high-
value industries. Developing capabilities in R&D
focused manufacturing could help Bhutan remain
competitive globally and create new opportunities

for economic growth.

To achieve this, Bhutan will explore producing low
-weight, low-volume, and high-value components,
such as those used in the advanced automotive
and EV industries, manufacturing and other

technology sectors.

Strategic Initiatives

To realise Bhutan’s manufacturing ambitions, it is
imperative to adopt strategic initiatives which will
transform Bhutan’s manufacturing sector into a

significant driver of economic growth.

Achieving success in R&D-focused manufacturing
and tech-led industries is likely to be a long-
term endeavour. These will require substantial
investments in R&D — both infrastructure and
expertise. Collaboration with international experts
and institutions will be necessary to build the
required technical knowledge and capabilities.
Attracting FDI from established global players
will also facilitate technology transfer and provide

insights into best practices.

Bhutan must invest in education and training
programmes to develop a skilled workforce capable
of supporting these advanced sectors. However,
the potential benefits, including economic growth
and an improved position in the global market,

will make it a worthwhile investment.

These initiatives will be implemented alongside
enablers and initiatives described in Chapter 5.

Initiative Horizon Owner
For selected manufacturing areas, target and attract international high-end
. . . . Short- to
producers / manufacturers who can bring specific technologies, expertise, . MoICE
. . Medium-Term
and capital to accelerate the manufacturing strategy.
Create special-purpose ventures / partnerships to invest into specific DHI,
. . . Short- to .
manufacturing areas like bottled water, agro-food, timber-based goods, . Private
. . Medium-Term
pharmaceuticals, and cosmetics. sector
Conduct feasibility study into establishing an engineered wood production ShortTerm DHI,
facility. Also assess broader forestry-based manufacturing, MoICE
Develop the food processing sector by identifying high-value-added products Short- to MOoICE,
such as premium dairy items, superfoods, and organic produce. Medium-Term MoENR
Accelerate Bhutan’s manufacturing capabilities in Pharmaceuticals and related
. . 2. . . . Short- to
sector. Consider traditional medicines, medicinal cannabis, cosmetics, and . MolICE
. Medium-Term
generics.
.Invest in R&D to enhan.ce Bhutan.s presence in high-tech and high-value Medium- to MolICE,
industries. Explore producing low-weight, high-value components for advanced
. Long-Term DHI
automotive and technology sectors.

46




04 I Priority Sectors — Expanding into Emerging Sectors I

Envisaged Outcomes

Within the next five to fifteen years, Bhutan
can expect to see a significant increase in GDP
contribution from manufacturing, driven by high-
value exports and job creation. The forestry-based
manufacturing, agro-processing, pharmaceuticals,
and R&D-focused industries will establish Bhutan

as a regional leader in sustainable production.

Moreovert, the collaboration between DHI, private
sector ventures, and international players will
ensure steady growth and knowledge transfer.
Bhutan will not only diversify its economy but
also uphold its commitment to environmental
stewardship, while building a thriving high-end

manufacturing sector.

4.5 Mining and Minerals

Bhutan possesses substantial industrial mineral
resources, including dolomite, gypsum, and coal.
These resources have facilitated the establishment
of mineral processing and manufacturing
industries, such as those producing ferro-alloys
and cement. Additionally, Bhutan exports boulders

to neighbouring countries.

In 2023, the mining sector contributed
approximately 3 percent to Bhutan’s GDP and
grew at a CAGR of 3.8 percent between 2013 and
2023, accelerating to 15.2 percent between 2021
and 2023. There is significant potential for the
mining and minerals sector to further contribute

to Bhutan’s economic growth.”

The 13" FYP outlines an ambitious annual growth
target of 11.9 percent for the mining sector, which
is significantly higher than historical growth rates.

Key opportunities to expand the sector include:

1. Development of mineral processing capabilities
to add value to minerals. This will require
identifying new value-addition opportunities
for minerals mined in Bhutan or imported
from third countries.

2. Exploration of Critical Resource Materials
(CRMs) and Rare Earth Elements (REEs).
CRMs and REEs are indispensable for clean
energy technologies including batteries, semi-
conductors, advanced digital infrastructures,

and strategic defence and space applications.

A key next step for mining would be to undertake
a comprehensive geological survey to establish
Bhutan’s mineral deposits, including the
identification of commercially viable deposits
of CRMs, REEs, and other key minerals such as
graphite, gold, tungsten, coppet, molybdenum,

and silica.

Opportunities for Bhutan

Given the global context, Bhutan can carve out
opportunities in the CRM and REE, subject to
confirming economically viable deposits. Advances
in Al-driven geological exploration technologies
could make this process more cost-effective and

precise.

Bhutan can also attract international investments
by highlighting its political stability, good
governance, and commitment to environmental
sustainability. Collaborations with reputable mining
companies can reduce initial costs and ensure high
environmental standards. Strategic partnerships
with entities in the EU, U.S,, Japan, and Australia
can secure stable export markets and integrate
Bhutan into global supply chains as a reliable

source of critical minerals.

™ National Statistics Bureau. (2023). Statistical Yearbook. Thimphu, Bhutan.
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Furthermore, Bhutan could explore developing sustainable mining practices by adopting models
sustainable processing capabilities for CRMs, from Nordic countries, enhancing its reputation
REEs, and other minerals. This aligns with global — and attracting environmentally conscious investors.
trends towards environmentally friendly mineral

refining. Bhutan can position itself as a leader in

Box 2: Critical Resource Materials and Rare Earth Elements

CRMs and REEs ate essential for technologies in clean energy, digital infrastructures, and defense. For
example, lithium, cobalt, and nickel are vital for lithium-ion batteries in electric vehicles; gallium and
germanium are crucial for semiconductors; and titanium and neodymium-iron-boron magnets are key for

acrospace and advanced military equipment.

The demand for these minerals has surged, driven by the rapid deployment of clean energy technologies.
According to the International Energy Agency” the value of the energy transition minerals market doubled
from 2017 to 2022, reaching EUR 300 billion (USD 320-330 billion). During this period, global demand
for lithium tripled, cobalt demand increased by about 70 percent, and nickel demand rose by 40 percent.
The IEA projects that demand for minerals required by clean energy technologies could increase two to
three times by 2030.

Strategic Initiatives

To deliver the strategy for mining sector, following initiatives will be implemented:

Initiative Horizon Owner

Conduct comprehensive nationwide magnetic, gravity, geochemical, and other MoICE

. . . . . ; . . . o
mineral surveys to identify economically viable deposits of minerals, including Short-Term M ENli
CRMs and REEs. ©
Develop processing capabilities for minerals, including CRMs and REEs, to

. . . . Short- to

add value to raw materials and align with global trends towards environmentally . MoICE

. . . Medium-Term
friendly mineral refining,
Develop strategic partnerships with reputable international mining companies
and key global markets such as the EU, US., Japan, and Australia to develop Short- to MolICE,
capabilities in mining, access export markets, and integrate into global supply | Medium-Term DHI
and value chains.

These initiatives need to be undertaken Envisaged outcomes

sequentially. Surveying will require significant  » eving these objectives will position Bhutan

. , ) .
upfront costs given Bhutan’s challenging terrain, as a reliable source of critical minerals and ratre

technological uncertainties, and environmental 4 ¢ elements, enhance economic resilience,

Impact mitigation. attract environmentally conscious investors, and
boost technological advancements in clean energy

and digital infrastructures.

7 International Energy Agency. (2023). Critical Minerals Market Review 2023. Paris: IEA.
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Bhutan will require foundational capabilities to deliver the sectoral ambitions underpinning the

10X National Economic Vision. Bhutan will invest into seven cross-cutting enablers spanning

“horizontal”, macro-level priorities which are critical for creating the conditions necessary for the

growth of priority sectors.

-

Innovation Ecosystem

hubs and labs

Lead agency for science and technology
® R&D spend for selected sectors

Bhutan innovation fund

Financial Ecosystem

Financial services strategy

Robust financial infrastructure —
payments, transfers and settlement
systems

® (C)VC,PE and angel investing network

Market Access

® Deep internal and external markets for
Bhutanese goods and services

= Support structure for export of goods and
services (such as export promotion, credit

LER

support, market intelligence)

-

= Innovation council / agency; network of T J/

ENABLERS

~

Policy and Governance Excellence

= Policy certainty & enabling regulations

® Smart and responsive governance

® Robust public & SoE-private sector
partnerships

Private Sector Development

Innovative and entrepreneurial private
sector

Encourage high growth SMEs
Structured investment promotions

®

Human Capital Development

® Deep pool of highly qualified and
entrepreneusal human capital
= Attractive destination for talent

Infrastructure and Connectivity

Iz

® Leading physical & digital infrastructure
® Excellentsocial infrastructure - health,
education, and public services

J

Figure 6: Strategic Enablers

Delivering the seven strategic enablers will be
fundamental to the success of Bhutan’s 10X
National Economic Vision. Achieving them
will remove structural constraints and enable
transformative growth resulting in a resilient
economy that truly makes the benefits of
economic and social development accessible to all.
Through these, Bhutan can ensure that Bhutan’s
economy is considered among the most dynamic,
open, and successful economies of the world
within two decades.

5.1 Policy and Governance
Excellence

Peace, stability, and good governance together
with long-term policies have created a conducive
environment for sustained development. Bhutan’s
strong governance framework is reflected in its
2024 ranking among the top 20 countries on the

6

Corruption Perceptions Index,’® a remarkable

milestone for a developing nation.

"0 Transparency International. (2024). Corruption Perception Index.
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Despite these accomplishments, Bhutan’s

economy faces critical challenges, including
high administrative costs, policy uncertainty,
and a lack of clarity in its economic direction.
There is a need for Bhutan to adopt a robust
business environment with business-friendly
and transparent regulations, and sector-specific
policies to encourage entrepreneurship, attract
FDI, strengthen trust and create opportunities
for both local talent and global expertise.

By balancing governance oversight with facilitation,
Bhutan can build a resilient and innovative
economy. Proactive policies, institutional efficiency,
and a predictable regulatory framework will be key
to overcoming current challenges and positioning
Bhutan as a competitive and thriving economy.
Policies implemented across sectors must be
minimally intrusive while actively supporting

growth.
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Creating a business-friendly environment will also
support the government fiscally as the private
sector develops and tax base grows. Tax revenue
accounts for only about half of Bhutan’s total
public revenue with hydropower and SOEs
contributing remainder of the public revenue.
SOEs contribute over 85 percent of corporate 2.
income tax revenue, with seven of the top ten
companies in Bhutan being SOEs while 1 percent
of registered businesses account for 60 percent

of business income tax revenues.’’

External grants have declined from 11.6 percent
of GDP in 2015/16 to 6 petcent in 2022/23,"
highlighting the need for Bhutan to mobilise
domestic revenues and manage resources more

cffectively. 3.

Objectives

Through the Policy and Governance Excellence

enabler, Bhutan aims to:

1. Establish policy certainty: Create
a predictable and transparent policy

environment that will provide confidence

Strategic Initiatives

to individuals, private sector, and external
investors thus enhancing trust between the
Government, the private sector and the
citizens. This includes clear communication,
simplifying administrative processes, and
eliminating policy ambiguity.

Foster smart and responsive governance:
The government will adopt a governance
approach, adaptive to the dynamic needs of
the economy and responsive to external macro
developments. Leveraging data for evidence-
based decision-making, streamlining processes,
and adopting digital tools and platforms will
be critical. Responsive governance will enable
quicker adaptation to global and domestic
changes, ensuring resilience of the economy.
Strengthen Public-Private partnerships:
Position the government as a partner in
economic development by working with the
private sector and key stakeholders across the
priority sectors. Strengthening institutional
capacity to engage effectively with businesses
and communities will be crucial for fostering

an inclusive and thriving economy.

To deliver these objectives, the Government will implement the initiatives outlined below.

Develop business-friendly regulations and policies

Initiative

Horizon Owner

Develop smart and responsive policies and regulations by simplifying regulatory

Immediate- to

All relevant

models and accelerate regulatory approvals.

and licensing regimes. Medium-Term agencies
Establish regulatory sandboxes for innovation-driven sectors (e.g., fintech,
. . . . . Short- to All relevant
agri-tech, travel-tech, Al led businesses) to encourage innovation in business . .
Medium-Term agencies

Review and strengthen existing (or develop new) legislations / regulations. These
include but are not limited to (1) Intellectual property (2) Data protection (3)
e-commerce (4) FDI (5) Tax (6) Labour Laws (7) ESG and sustainability and
(7) Policies for priority sectors.

See appendix Al for broader list of policies and regulations.

Short- to
Medium-Term

All relevant
agencies

7" Khan et al. (2023). Bhutan-Public Expenditure Review. Washington, D.C.: World Bank Group.

7 International Monetary Fund, Asia and Pacific Dept. (2024). Bhutan: 2024 Article IV consultation-Press release; staff report; and state-
ment by the executive director for Bhutan. (IMF Staff Country Reports No. 2024/298). Washington, DC: International Monetary Fund
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Strengthen institutional capacity and governance

Initiative Horizon Owner
Align local government priorities with national development growth objectives
. . . . MoHA,
through incentive-based resource allocation formulas that reward performance Immediate OPMC
(e.g., employment generated, revenues increased).
Review and implement processes and systems to ensure responsive and efficient RCSC, all
service delivery, focusing on breaking silos, fostering inter-agency collaboration, |  Short-Term relevant
and delivering measurable outcomes for the citizens and the private sector. agencies
Establish KPIs (e.g. Net Promoter Score, citizen satisfaction, service availability, MoF, OPMC,
budget variance, response times) across all public agencies to monitor | Short-Term all relevant
performance, optimise resource allocation and reduce redundancies. agencies
Prioritise the digital transformation of high-impact services such as taxation, GovTech,
. . . . . Short- to
social services, and permits to enhance accessibility, transparency, and efficiency, . all relevant
. . Medium-Term .
aligned to the Government Digital Strategy. agencies
Develop cross-agency data-sharing frameworks and infrastructure to enable Short- to GovTech,
data-led decision making. Medium-Term NSB
Embed technology adoption and innovation as a key deliverable for every public Short- to
. . . RCSC
department including SOE:s. Medium-Term
Optimise public finances
Initiative Horizon Owner
Improv§ tax administration bY strengthening monitoring mechanisms to prevent Short-Term MoF
tax evasion and under-reporting,
De'.velo.p .and enf.or.c.e fiscal bench.marks.to control overspending (e.g. debt) while Medium-Term MoF
maintaining flexibility for essential projects and programmes.
Mandate annual expenditure ceilings across departments to promote accountability [ Medium- to
. MoF
and encourage efficient use of funds. Long-Term
Refocus SOE priorities to optimise SOE contribution
Initiative Horizon Owner
Conduct a thorough review of SOE mandates to align with the Vision and the
goals articulated in the Royal Charter. Refocus DHI and SOE initiatives in high |  Short-Term MoF, DHI
priority sectors.
Establish joint ventures and partnerships between SOEs and private enterprises,
embedding clear milestones for mutual accountability and shared benefits, and | Medium-Term | MoF, DHI
drive capability development.
Manda.te SOEs to access and create regional and 1r?terr.1aflf>n.al markets through Medium-Term | MoF, DHI
strategic partnerships and targeted export promotion initiatives.

Envisaged Outcomes

Bhutan will be positioned as leading in policy entrepreneurs, and attract FDI. Simplified

and governance efficiency. A predictable and regulations and clearer economic priorities will
transparent policy environment will reduce encourage sustainable and diversified economic
uncertainty, instil confidence in investors and growth.
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Strengthened governance and institutional
capacity through performance metrics and digital
transformation with improved inter-agency
collaboration and a data-driven governance
approach will result in responsive, transparent,
and efficient public services improving citizen

satisfaction and trust.

Fiscal sustainability will be achieved through
streamlined revenue streams, expenditure
rationalisation, and fiscal discipline and adherence
to robust fiscal benchmarks. Strengthened public
fiscal management will support critical projects,
minimise waste, and align with long-term economic

goals.

5.2 Private Sector
Development

Bhutan’s private sector contribution to economic

growth remains modest. Presently, the private

sector’s share of GDP is around 46.8 percent,”

lower than 60% of GDP prevalent across emerging

and developed countries.”

Cottage and small-scale enterprises make up
over 95 percent of active industrial licenses. Sole
proprietorships comprise around 96 percent
of businesses with only 3 percent incorporated
as companies.”’ The construction sector is a
major contributor to the private economy but
relies heavily on migrant workers from India,
who constitute ~99 percent of the sectot’s
workforce.” Large industrial groups are few and
are concentrated in retail, domestic trade, and

construction.

7 Estimated based on National Accounts Statistics.
0 Market Analysis

The private sector, excluding agriculture, employs
46 percent of the national workforce.” Bhutan’s
tax burden on the private sector as a percentage
of GDP was approximately 13.8 percent in the
2022-23 fiscal year, higher than peers in South
Asia: India at 11.1 percent in 2023-24, Bangladesh
at 7.8 percent in 2023-24, and Pakistan at 9 percent
in 2023-24.** The private sector has struggled to
attract significant FDI, with inflows averaging
a mere 0.4 percent of GDP since 2012 — well
below regional benchmarks. FDI has remained
heavily concentrated in the tourism and ICT

sectors.

The private sector faces multiple structural and
operational challenges. The small domestic market
and limited connectivity to markets, intrinsic to a
sparsely populated mountainous country, present
significant barriers to export and market access.
The regulatory framework imposes administrative
burdens, compliance requirements, and sometimes
arbitrary regulations, leading to high transaction
costs, as corroborated by the World Bank’s Doing
Business rankings in 2020.

A sizeable portion of the labour force is engaged
in agriculture (~39.9 percent in 2024),* which
contributes ~15 percent to GDP* The public
sector offers attractive compensation packages,
making it difficult for the private sector to
attract and retain skilled labour. Surveys show a
strong preference among youth to work for the
government or SOEs. Additionally, businesses
may choose to remain small to avoid regulatory

scrutiny and compliance costs.

81 Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024
82 Ministry of Industry, Commerce, and Employment. (2024). Annual Report: FY2023-2024. Thimphu, Bhutan

 Estimated based on National Accounts Statistics.

8 Department of Macro-Fiscal and Development Finance. (2024). Macroeconomic Situation Report, 15t Quarter Update: Y 2024-25.

% National Statistics Bureau. (2024). Fourth Quarter Iabour Force Survey.

% National Statistics Bureau. (2023). Statistical Yearbook. Thimphu, Bhutan.
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SOEs, including those under DHI, operate in
diverse sectors ranging from real estate and
construction to manufacturing and retail which
add to competition. Vertical integration by
SOEs in key industries limits opportunities for
private sector growth. There is a potential need
for a re-evaluation of the role of SOEs and a
clearer demarcation of areas where private sector

participation should be prioritised.

Objectives

Achieving a tenfold increase in GDP will require
the active participation of Bhutan’s private sector.
However, given the current maturity, significant
improvements to enable the private sector will be
required in the form of supportive regulations,
access to capital and markets, and talent to seize
the opportunities presented by the 10X National

Economic Vision.

The 13™ Five Year Plan sets forth for a
“government-facilitated and private-sector-led”

growth model, aspiring to make it the “engine of

growth”. A thriving private sector will not only
drive economic growth but also create capacity
for the public sector, DHI and SOEs to focus on

critical and strategic sectors of the future.

The key goals for private sector development are

as follows:

1. Increase the private sector’s contribution to
GDP from 46 percent currently to between
60 and 65 percent by 2050.

2. Develop a robust and dynamic private sector
supported by business friendly and transparent
regulations.

3. Strengthen sector-specific capabilities through
organic growth and FDI, focusing on priority

sectors to enhance Bhutan’s competitiveness.

Strategic Initiatives

Several initiatives outlined below will support the
development of the private sector. These initiatives
should be read in conjunction with initiatives

across other enablers and the sectors.

Create a world-class business environment

A world-class business environment is essential for powering the private sector development.
Benchmarking best practices from global leaders like Singapore, Denmark, New Zealand, and

Estonia, which has a thriving private sector supported by advanced e-government solutions despite

their small population, can guide efforts.

Initiative Horizon
. . - . OPMC
Establish a dedicated one-stop centre consolidating all government services Short- to GovTech
under a single roof. Medium-Term MVI CE
o

Supercharge high growth SMEs
Supercharging Bhutan’s SMEs (~99 percent of enterprises)®” will reduce economy’s exposure to risks,
encourage innovation and create jobs. SMEs can enable growth in high-value-added economic sectors

and create opportunities for entrepreneurs, business owners and venture capitalists.

¥ Department of Industry & National Statistics Bureau. (2024). Industry Census of Bhutan 2024
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Supercharge high growth SMEs

Owner

MolCE,
all relevant

Initiative Horizon
Develop and implement an SME Master Plan with a focus on high-growth,

; . . . . Short- to
high-productivity, and export-oriented sectors. Consider programmes for capital,

Medium-Term

talent, and market access. agencies
Foster SME integration into local, regional, and global value chains. Medium-Term MoICE
Build private sector leadership and management capabilities
Initiative Horizon Owner
Develop and implement private sector leadership / managerial training including Short- to MolCE,
executive education programmes across diverse industries and organisational levels. [ Medium-Term BCCI
Provide targeted leadership and mentoring schemes for emerging leaders in Short- to MoICE,
SMEs and start-ups. Medium-Term BCCI

Set up structured investment promotion mechanismes.

Bhutan must attract both domestic and foreign investors for capital, modern technology, and
expertise to support private sector growth. Therefore, a robust investment promotion mechanism
will be required. This initiative will complement and build upon existing efforts under Bhutan’s FDI
Policy and the Invest Bhutan Initiatives, ensuring seamless coordination and a unified approach to

investment promotion.

Initiative Horizon Owner
Set up an investment promotion authority with the mandate to drive investments MoICE
o Short-Term
across priority sectors. MoFAET
Create a collaborative marketplace / platform to facilitate linkages and foster MoICE,
. . . L Short-Term
partnerships between investors, peer companies, and public institutions. MoFAET
Streamline FDI approval processes and incentives (including tax benefits) to
align with current and emerging business realities, ensuring competitiveness with | Short-Term MoICE
regional peers. Refer to 5.1.Policy and Governance Excellence.
Enhance aftercare services for foreign investors, providing ongoing support for
. & P [ng ongotng Supp Short-Term MoICE
talent needs, infrastructure, and operational needs to retain and grow investments.

5.3 Human Capital
Development

Envisaged Outcomes

Bhutan’s private sector will gradually develop

and increase its participation across the whole
economy, complementing the pursuits of DHI
and SOEs. Over the long-term, Bhutan will have
a dynamic private sector with several leading
enterprises and SMEs focused on high growth

sectors providing economic opportunities for all.

A country’s economic development is intrinsically
tied to its depth of talent. Bhutan’s aspirations
for accelerated growth, economic diversification
and competitiveness depend on equipping the
population with the skills and knowledge needed
to excel in a fast-changing global economy. The

fastest growing jobs are driven by technological
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developments such as Al and robotics with clerical
roles declining.®® This requires Bhutan to develop
a well-functioning education system that lays
the foundation for building the talent pipeline
by fostering critical thinking, problem-solving

abilities, and technical expertise.

Over the past two decades, Bhutan has made
major strides in education. Bhutan has achieved
universal primary school enrolment, and literacy
rates have increased from 55.5 percent in 2005
to 70.6 percent in 2022.* Bhutan invests more
in education than many of its peers, ranking 68"
out of 131 countries in education expenditure

pet school-age child.”

According to the OECD’ Programme
for International Student Assessment for
Development (PISA-D, see Box 3) conducted
in 2017, Bhutanese students’ performance in
reading, mathematics, and science is comparable
to other low and middle-income countries.
Specifically, Bhutanese students performed on
par with students from top PISA-D countries
but significantly below the OECD average and

the best education systems in Asia.”!

While Bhutan stopped participating in PISA-D,
Paraguay, another PISA-D participant, joined the
2022 PISA round, offering a reference point for
Bhutan’s potential global standing; In 2017, Bhutanese
students outperformed Paraguay in mathematics and
science but lagged in reading. By 2022, Paraguayan
students scored 338 in mathematics, 387 in reading,
and 3060 in science, while Singapore, the world’s top
petformert, scored 569, 549, and 551, respectively.”

% World Economic Forum. (2025). The Future of Jobs Report.

These results highlight significant efforts required to
advance Bhutan’s education system to a competitive

global level.

Box 3: OECD PISA-D Programme
PISA-D (Programme for International Student
Assessment for Development) is an initiative by
the Organisation for Economic Co-operation
and Development (OECD) aimed at supporting
developing countries in participating in the PISA
programme, which assesses 15-year-olds’ skills in
reading, mathematics, and science. It is specifically
designed to adapt the standard PISA framework for
countries with lower-income economies or where
education systems might not fully align with the

original PISA structure.

Considerable variation in educational quality and
learning outcomes exists across Bhutan’s schools,
partly due to a large proportion of the population
who live in sparsely populated rural areas. The
average teacher-student ratio in public schools is
1:15, but disaggregated data reveals a range from
1:3 to 1:28.” Schools in rural and remote areas
struggle to recruit and retain qualified teachers
and experience higher rates of student dropouts.
Major reasons for students leaving school include
remoteness and poverty; transitioning from
lower to middle secondary school often requires
relocating, a cost parents cannot afford. For
example, 20 percent of secondary students in

rural areas attend boarding schools.”

Eatly investments in education, particularly in
Early Childhood Care and Development (ECCD),
has a cascading effect on higher education and

vocational training outcomes. Bhutan’s current

% National Statistics Bureau. (2023). Bhutan 1Living Standard Survey 2022. Thimphu, Bhutan.
% Khan et. Al (2023). Bhutan-Public Expenditure Review. Washington, D.C.: World Bank Group.

"' OECD. (2018). PISA for Development Assessment and Analytical i
2 ibid

%: Reading, Mathem

ics and Science, PLSA. OECD Publishing, Paris

% Royal Government of Bhutan. (2024). Thirteenth Five Year Plan (2024—2029). Thimphu: Cabinet Secretariat.
" World Bank. (2020). Bhutan - Systematic Country Diagnostic. Washington, DC: World Bank.
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ECCD enrollment (children aged 3-4 years old
attending ECCD programmes) is only 38 percent.”
Early-stage education systems deliver the most
significant impact on improving the educational

outcomes across countties.

Enrollment in Technical and Vocational Education
and Training (TVET) is also low, with only 1,602
students — about 3 percent of higher secondary
graduates — enrolled in public TVET institutions.
TVET in Bhutan continues to suffer from poor
public perception, an incoherent policy framework,
unsustainable financing, and weak governance.
Programmes are outdated and supply-driven,
with weak or missing linkages to industry needs
and limited pathways between high school, TVET

institutions, and tertiary education.”

The talent shortage is compounded by emigration
to countries such as Australia and Canada. Between
July 2022 and June 2024, over 25,000 Bhutanese
were granted visas to Australia.”’ The people who
migrate are economically productive and well
educated and are unlikely to return. Bhutan is
already experiencing skills shortage across multiple
sectors including the education sector. Bhutan
needs to consider attracting Bhutanese diaspora

and foreign talent.

Objectives

Bhutan’s progression toward becoming a
developed country hinges on substantial and
sustained investment in its human capital. The
objectives of the Human Capital Development
pillars are fivefold:

1. Establish a robust nationwide eatly childhood

education system to provide every child in

% Ministry of Education and Skills Development.

Bhutan access to high-quality early childhood
education. OECD studies show that ecarly
childhood education is critical for enhancing
cognitive development, reducing social
inequalities, and building a foundation for
lifelong learning and employability.”®
Transform Bhutan’s school system into a global
benchmark for excellence, comparable to top-
performing nations such as Singapore, Finland,
and Estonia. Bhutan can draw inspiration from
Hstonia’s journey which adapted Finland’s
educational model to become one of the
wortld’s best. Bhutan will consistently focus on
teacher training, empowering educators, and
ensuring rural schools attract and retain high-
quality teachers, and continuously benchmark
against international standards.

Align education objectives and curriculum
with economic and workforce needs.
Bhutan’s education system must meet
the demands of the employers, emerging
sectors, and the overall economic ambitions.
Vocational education must be reimagined
along global best practices such as Germany’s
dual education model. By 2029,” the goal
is to ensure that at least 50 percent of the
workforce receives training through higher
education or vocational skills.

Develop a world-class higher education system
that supports innovation and skills for the 21*
century. Prioritise higher education areas that
would support the priotity sectors. Eventually,
position Bhutan as a regional leader in higher
education, exporting higher education and
attracting international students.

Attract Bhutanese abroad and international
talent to supplement Bhutan’s workforce. As

Bhutan accelerates development and secks to

% Royal Government of Bhutan. (2024). Thirteenth Five Year Plan (2024-2029). Thimphu: Cabinet Secretariat.

7'The Bhutanese, https://thebhutanese.bt/bhutan-loses-two-changlimithang-stadiums-full-of-people-to-australia-in-two-years/
% OECD, Starting Strong Series. https:/ /www.oecd.org/education/school/startingstrong htm

# Royal Government of Bhutan. (2024). Thirteenth Five Year Plan (2024-2029). Thimphu: Cabinet Secretariat.
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build competitiveness, addressing potential talent shortages in key capability areas such as data and

analytics, deep research skills will be essential. A balanced approach to integrating international talent

can accelerate innovation, enhance workforce diversity, and engender innovative ideas to support

Bhutan’s vision for economic and social development.

Strategic Initiatives

Bhutan must undertake a comprehensive and phased approach to enhancing its educational and

vocational systems, developing its workforce, and attracting global talent. Innovation ecosystem and

sectoral initiatives will also supplement skills development across the economy.

Initiative Horizon Owner
Review existing ECCD implementation comparing against leaders (e.g. Nordic Short- to
. . . MoESD
countries) and redesign the system. Medium-Term
Remodel Schools following global best practices from successful countries such
. . ; . . Short- to
as Finland. Consider producing world-class teachers, adopting relevant curricula . MoESD
. . . . o . Medium-Term
(e.g. Cambridge Curriculum or similar) and investing in school infrastructure.
Be.nchmark Bhutan’s qufiht'y of education against peer and developed countries Short-Term MoESD
using OECD PISA or similar programmes.
Enhance the TVET education programme through investing in relevant training
. iy . Py MoESD,
programmes, infrastructure and capabilities of faculty aligned to 13™ FYP. | Short-Term BCCI
Benchmark against leaders in TVET education (e.g. Germany).
Enhance the quality of Higher Education by investing in areas of demand such
. . . . . . MoESD,
as the tourism, agriculture, construction, energy, industry, and the financial | Medium-Term
. . RUB
services sector, and skills of the future.
anz'elol;)) a stra::tgiy ta;getlrrlg B}Eta;fste dlasn;:zir; t? 1iveragenthrerﬁ sl;llls alnd rt;et\;fsfi Short- to MolCE,
and subsequently encourage them to co ute to economic developme Medium-Term | MoFAET
Bhutan.
Attract international talent to supplement Bhutanese talent through a thorough |  Medium- to MOoICE,
review of talent needs and likely gaps aligned to the Vision. Long-Term OPMC

5.4

Infrastructure and

Envisaged Outcomes

Through to 2050, Bhutan will continue to
deepen the talent pool through transforming
the education system, from early stage through
to higher education, and making it comparable to
leading education systems globally. Talent and skills
development will also be enabled by the renewal
of the TVET and vocational education. The Royal
Government will accord the highest priority to
developing Bhutan’s human capital which will

enable the growth of the broader economy.
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Connectivity
Infrastructure is a critical enabler for economic
growth, driving mobility, communication, and
innovation. Strategic investments in infrastructure
and connectivity will enhance competitiveness,

create jobs, and stimulate the economy.

The infrastructure and connectivity enabler

encompass physical, digital, and social

infrastructure. High-quality transportation and
digital infrastructure enhance delivery of goods

and services, while robust social infrastructure
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spanning health, education, and public service
enhances the wellbeing of citizens and makes
Bhutan an attractive destination for talent and

investors.

For Bhutan, it will be critical to develop climate-
resilient infrastructure to protect against natural
disasters (e.g., landslides, floods) and ensure

infrastructure resilience.

Bhutan’s 10X ambitions will require targeted and
significant resource allocation to infrastructure
development. Of the total expenditure of Nu.
68.8 billion in FY 2022-23, the Government spent
49 percent on infrastructure-related activities,

representing about 14 percent of GDP.!'™

Physical Infrastructure

Bhutan is landlocked, and its primary gateways to
the outside world lie through India and Bangladesh
primarily via road networks. The nearest major
seaport is Kolkata in India, approximately 700 km

from Bhutan’s southern industrial zones.

Paro International Airport is Bhutan’s main air
gateway. Surrounded by mountains as high as
5,500 meters, it features a steep descent, a short
runway, and unpredictable crosswinds, making it

one of the most challenging airports in the world.

As of January 2025, Paro International Airport
offers nonstop passenger flights to fifteen
destinations across 6 countries and operates
between 4 and 10 flights daily, depending on the
time of the year. By comparison, Kathmandu
Airport, which can manage wide-body aircraft,
provides non-stop passenger flights to 45
destinations across 16 countries and operates
more than 100 flights per day (including both

domestic and international).

Reflecting these challenges in reaching international
markets and attracting visitors, Bhutan ranks 97®
in the 2023 World Bank’s Logistics Performance
Index (LPI)."" Bhutan’s overall LPI score (2.5)
for 2023 is lower than that of its regional peers
Bangladesh (2.6) and India (3.4), lagging peers

across all the key components.

—@—Singapore —@— India

Tracking and tracing

Timeliness

—8—Bangladesh

/ Logistic Performance Index Components \

Bhutan

Customs

Infrastucture

International shipments
score

Logistics competence and

N qualty Y,

Figure 7: Logistics Performance Index and Its Indicators

1% Ministry of Finance, https:/ /www.mof.gov.bt/wp-content/uploads/2023/10/AFS_YearEnded30June2023.pdf
""" World Bank. (2023). Logistics Performance Index. https:/ /Ipi.wotldbank.org/international /scorecard
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In 2018, the Ministry of Economic Affairs in-
vested in four new industrial parks — Bondeyma
in Mongar, Dhamdum in Samtse, Jigmeling in
Sarpang, and Motanga in Samdrup Jongkhar.
These parks, although mostly complete, have
only partially succeeded in attracting tenants. Two
of them, Dhamdum in Samtse and Jigmeling in
Gelephu, will eventually be connected to India

by railroad.

The Final Location Survey for the 69 km Gelephu—
Kokrajhar cross-border railway has recently been
completed.'” For the 16 km Samtse—Banarhat
cross-border railway, the Ministry of Infrastructure
and Transport is studying the best location and
alignment in consultation with India’s Northeast
Frontier Railway. Bhutan’s railway connection with
India remains in an early field-level engineering
study phase. Bhutan has now access to an Inland
Water Transport Terminal on the Brahmaputra
River in Assam — providing access to Bangladesh

and India.'®

As one of the first initiatives of the GMC, the
domestic airport of Gelephu will be augmented
as an international airport to accommodate larger,

long-range aircraft.

Digital Connectivity

Over the past two decades, Bhutan expanded its
digital networks. In the early 2000s, internet access
was confined to urban areas, relying on slow and
costly dial-up connections. Mobile telephony was
introduced in 2003. By the eatly 2010s, Bhutan
had established a national fiber-optic backbone
connecting all twenty districts (dzongkhags).

Both major telecom operators, Bhutan Telecom

and TashiCell, expanded 4G services and began

piloting 5G in key urban centres.

During the 12" FYP (2018-23), the RGoB
launched the Digital Drukyul Flagship Programme
to guide the nation toward becoming a digitally
advanced and inclusive society. With a budget of
Nu. 2.7 billion, the programme aimed, among
other objectives, to provide universal access to
high-speed internet. As a result, Bhutan achieved
a high ranking in the UN Telecommunications
Infrastructure Index (T1I), scoring 6.31 in 2022 —
outpacing countries like India and Bangladesh.'”

Despite these advancements, barriers remain
to achieving universal, high-quality digital
connectivity. Bhutan’s mountainous terrain and
dispersed population complicate infrastructure
deployment and drive-up costs. Internet services
remain more expensive than in many neighbouring
countries due to small subscriber base relative to
the prohibitive cost of infrastructure investment.
A GovTech and UNDP (2023)' study found that
the cost per GB of mobile broadband in Bhutan
was six times higher than in India and almost ten

times higher than in Vietnam.

While the domestic connectivity infrastructure is
robust, international connectivity remains limited.
Bhutan currently relies on two fiber-optic cables
routed through India for global internet access. A third
international internet gateway is under development.
Digital connectivity is essential for new engines of
growth, including data centres, digital businesses, and
technology and knowledge-led sectors. Data centres
depend heavily on high-quality fiber connections
linking them to both end users and other facilities.

12 Final location survey over for rail link to Bhutan, Telegraph. https://www.telegraphindia.com/west-bengal/ final-location-survey-over-

for-rail-link-to-bhutan-69-04km-long-route-proposed-from-assam-at-an-estimated-cost-of-rs-3500-crore-prnt/cid /2086695

1% New inland waterway terminal to boost trade with Bangladesh and India, Kuensel (February 2025)

1" United Nations Department of Economic and Social Affairs. (2022). E-Government Survey 2022: Telecommunication Infrastructure Index: 105
1% GovTech Agency & UNDRP. (2023). Kingdom of Bhutan Digital Economy Development and Transformation Strategy. Thimphu, Bhutan
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According to the GSMA Mobile Connectivity
Index 2023, Bhutan is classified as a transition
economy (see Figure 8) based on superior
performance in consumer readiness and
infrastructure.'’® Singapore and Estonia atre
considered as leaders with Malaysia and India
as advanced. Bhutan’s connectivity levels must
significantly improve in the short and medium
-term to be competitive in the digital economy.

Social Infrastructure

While the government fully funds health and
education, opportunities exist to improve
their quality and efficiency. Social protection
instruments such as insurance, savings, and
retirement programmes are basic and will require

enhancements.

Objectives

The objectives of this enabler are to:

1. Develop and maintain leading physical
and digital infrastructure that aligns with
the economic ambitions, establishing
regional benchmarks for cost-efficiency and
connectivity.

2. Achieve a high level of digital connectivity that
supports new engines of economic growth,
including data centres, digital sectors, services,
and e-commerce.

3. Strengthen social infrastructure in health,
education, and public services to improve
the quality of life for Bhutanese citizens,
making Bhutan a desirable place to live, work,

and invest.

Singapore Estonia Malaysia

B Infrastructure W Affordability

B Consumer Readiness

GSMA Mobile Connectivity Index - 2023
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Figure 8: GSMA Mobile Connectivity Index, 2023

1% The State of Mobile Internet Connectivity Report 2023 (GSMA)
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Strategic Initiatives

Multiple initiatives have been identified to significantly enhance infrastructure and connectivity.

Enhance physical infrastructure

Initiative Horizon Owner
Review existing infrastructure (road and alr.) based on priority sectors’ needs Short-Term MolIT
to enable market access for goods and services.
Accelerate the development of a rail link with India to reduce trade costs and
. . . . . o & Short-Term MolT
improve regional integration, aligned to the initiatives in the 13" FYP.
Optimise the use of the existing industrial estates and zones, address key .
. . . . . Immediate /
shortcomings. Develop new industrial estates / economic zones aligned to MoICE
. - Short-Term
the priority sector ambitions.
Build and enhance technology and digital infrastructure
Initiative Horizon Owner
Develop a national technology strategy articulating priority technologies including Immediate to
artificial intelligence, which will be required for Bhutan’s 10X ambitions. Refer GovTech
: Short-Term
5.7 Innovation Ecosystem.
Prioritise the implementation of the third internet gateway, critical for the
. . g . Short- to
acceleration of the digital and other sectors and to bring connectivity at par . GovTech
. . . . Medium-Term
with regional and international benchmarks.
Invest in digital and technology infrastructure and data infrastructure including Short- to
. GovTech
data centre, cloud platforms, 5G and payment gateways. Medium-Term
Expand social infrastructure
Initiative Horizon Owner
Invest into existing social infrastructure, such as housing and healthcare fol- Short- to All relevant
lowing review and benchmarking against similar markets. Medium-Term agencies
Assess existing social protection mechanisms including benefits, pensions and Short.Term Orle):levca;li
insurance while delivering the social protection plans identified in the 13" FYPs. N

Envisaged Outcomes

Upgraded transportation networks, including
optimised roads, air infrastructure, and rail links
with India will reduce trade costs, enhance regional
connectivity, and accelerate growth. Industrial
estates and economic zones will drive innovation
and attract investments. Investments in digital

infrastructure, such as the third internet gateway,

cloud platforms, and 5G technology, will improve
internet access, make costs competitive, and
enable digital businesses. Enhanced healthcare,
education, housing, and social protection systems
will improve citizens’ quality of life and make

Bhutan more appealing to talent and investors.
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5.5 Market Access

Bhutan faces significant challenges in market
access due to its limited internal market size,
which primarily focuses on goods, with services
provided by the government. To achieve economic
diversification, Bhutan must ensure adequate

market access for the private sector.

Bhutan’s export of goods in 2023 was valued at
around Nu. 53 billion compared to an import
spending of Nu. 108 billion during the same year.
Hydroelectricity accounted for 32 percent of the
total exports followed by ferro silicon at around

26 percent of the total exports.'”

Strong bilateral arrangements with India underpins
Bhutan’s success in hydroelectricity exports.
However, exports in other areas require significant
development. Bhutan is a member of multiple
international organisations (e.g. BIMSTEC, SAARC,
Colombo Plan, World Tourism Organisation, United
Nations Industrial Development Organisation).
These memberships and relationships can provide
the platform for Bhutan to engage in regional and

international trade.

A more export-oriented economy supported by
an enabling public sector is crucial for Bhutan’s
future economic trajectory. To facilitate this, the
government must support businesses by identifying
export opportunities through mechanisms such
as free trade agreements, participation in trade
fairs, diaspora engagement, and public marketing

activities.

Further, the government, alongside DHI, must take
an active role in identifying export opportunities
within the immediate neighbourhood and beyond,
including in the GMC.

7 Ministry of Finance. (2023). Bbutan Trade Statistics.
1% National Statistics Bureau. (2024). National Accounts Statistics.

Objectives

Key aims around enhancing market access for

Bhutan are:

1. Identify and develop attractive markets for
Bhutan: Pinpoint both internal and external
markets for Bhutanese goods and services,
prioritising high-potential sectors. Within
these markets, Bhutan will establish brand and
reputation to create demand and recognition
for offerings across sectors such as agticulture,
mines and mineral processing, tourism, energy,
and services.

2. Establish a robust structure to promote
export: Recognise the need of exporters and
businesses for market intelligence, training,
and support to be able to understand and
navigate the target markets and put in place

a structure to facilitate exports.

Strategic Initiatives
Key initiatives will be focused on creating markets,

both internal and external, and promoting exports.

Expand and create internal
markets

The size of Bhutan’s internal markets, using
household consumption as a proxy, is estimated
at Nu. 148 billion in 2023 (an inctrease of 12.6
petcent from 2022).'" The composition of the
private sector indicates significant focus on the
retail and trade sector which does not create
meaningful employment or sustainable competitive
advantages. Bhutan should focus on enabling new
enterprises and high-growth SMEs as identified

in the 5.2. Private Sector enabler.
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Initiative

Leverage public procurement and government spending to support the private
sector. Consider local sourcing and use of the private sector in projects, service
delivery and technology development.

Horizon

Short-Term

Owner

All relevant
agencies

Implement key initiatives identified across the sectors and enablers. All of
these will support improve domestic demand

Medium-Term

All relevant
agencies

Develop external markets

Bhutan’s export of goods and services in 2023 was valued at Nu. 70,647 million, equivalent to over

28 percent of the GDP.!” Exports consisted of electricity and ferro silicon which together neatly

accounted for 58 percent of the total exports in 2023.'"

Initiative Horizon Owner
Optimise Bhutan’s current trade partnerships (e.g. India, Bangladesh, Thailand) MoICE,
and membership in BIMSTEC, SAARC and SASEC to accelerate export of Ongoing ?
. MoFAET
goods and services from Bhutan.
Identify new markets and discuss bilateral trade agreements to support new
. MoICE,
sectors. Assess how DHI can spearhead development of external markets by Immediate
L . . . ] , MoFAET
establishing presence in specific markets and enhancing brand ‘Bhutan’.
Develop an approach and strategy for developing and winning in external Short. ¢
markets, particularly for goods and services produced by the SOEs, with clear ot o DHI

milestones for implementation.

Medium-Term

Promote exports

Exporters require financing, infrastructure, and information about their export markets. Target

markets also require certification of the quality of goods and services provided.

Initiative Horizon Owner
Develop and implement strategy for export promotion encompassing all priority
sectors — identifying goods and services, target markets and customers and | Short-Term MoICE
infrastructure required.
Establish a marketing and product development agency within Department
of Trade that will support entrepreneurs and SMEs with market research and | Short-Term MoICE
product development.
Set up a Centre of Excellence for Export (or Export Promotion Council) with
the objective of providing support such as training, information (e.g., pricing, | ~ Short-Term MoICE
costs) and insights on navigating target export markets.
Identify and establish export processing centres focused on priority sectors. Short- to MoICE

Where possible, leverage existing capabilities.

Medium-Term

Invest into a network of standards and certification labs (for relevant sectors
such as agriculture and forestry) to establish trust in the quality in products and

Medium-Term

All relevant

structured approach to support export development.

Short-Term

services from Bhutan. Alternatively explore how Bhutanese firms can access agencies

capabilities in India and other countries.

Enable Embassies and Missions, and the Bhutanese diaspora community in a [ Immediate to MoFAET
o

1% National Statistics Bureau. (2023). Statistical Yearbook. Thimphu, Bhutan.
0 ibid
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Envisaged Outcomes

Bhutan’s economic trajectory can transform
through strengthening internal and external market
access, promoting competitiveness, and expanding

economic base.

The government and DHI will actively engage
with the private sector to create demand for
services and goods. Bhutan’s exports should grow
in volume and diversity as export promotion
strategies, improved trade infrastructure, and
targeted international partnerships create access
to new regional and global markets. Bilateral
agreements and enhanced connectivity will bolster
trade with India, Bangladesh, and emerging

markets.

The Centre of Excellence for Export / Export
Promotion Council will provide exporters with
critical information, training, and market insights.
Investments in quality standards and certification
systems will enhance the credibility of Bhutanese
goods, while export financing mechanisms (see 5.6
Financial Ecosystem) will reduce barriers to entry.
Branding initiatives and diaspora engagement will

amplify Bhutan’s presence globally.

Opverall, Bhutan’s integration into global trade
networks through optimised regional partnerships
and new trade agreements will enhance its
economic resilience. Strategic use of international
networks such as BIMSTEC, SAARC, and
SASEC will ensure sustained market access and

connectivity.

5.6 Financial Ecosystem

The financial services sector in Bhutan comprises
six banks and four non-banks which include
the three insurance companies and the National
Pension and Provident Fund (NPPF). As of
2023, Banks dominated the financial services
sector, holding 91 percent of total assets (Nu 298
billion) in 2023 and accounting for 81.7 percent
of the total lending (Nu 227 billion). The Capital
Adequacy Ratio across the banking sector has
gradually increased from 14.25 percent in 2020
to 15.86 percent in Dec 2023.""

Access to capital is limited, especially for small
businesses, due to collateral-based lending and
high borrowing costs. Bhutan has the highest
net interest margin in the region, with collateral
requirements averaging 179 percent of the loan
amount.'”” Lending practices prioritise fixed-asset
collateral disproportionately benefiting established
sectors, housing (30 percent), tourism (12.5
percent), and manufacturing (10 percent), which
together made up over 52 percent of the loan
portfolio in December 2023.'" This often leaves
emerging, high-growth areas like digital innovation
and the majority of the SMEs underserved.

The National Credit Guarantee Scheme (NCGS)
was introduced during the COVID-19 pandemic to
support micro (cottage), small, and medium-scale
enterprises (MSMEs), with Nu. 3 billion allocated
for credit guarantees over three years.'* The World
Bank viewed the scheme positively with impact on
employment, capital accumulation, and economic

recovery, with policy-based lending support.

! Royal Monetary Authority, Core Financial Indicators, December 2018 to December 2023
12 World Bank. (2020). Bhutan - Systematic Country Diagnostic. Washington, DC: World Bank
!> Royal Monetary Authority, Core Financial Indicators, December 2018 to December 2023

" Economic and finance committee points out issues of budget allocation, Kuensel, (June 2021)
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Howevert, less than a third of the allocation funds
(Nu. 875 million) was disbursed of which 20%
became non-performing loans (NPLs), especially
those extended by the National Cottage and Small
Industry Development Bank. Despite its initial
promise, the scheme was discontinued due to high
NPL rates, unrealistic collateral expectations and

the inclusion of high-risk startups.

Additional financial services related challenges include
restricted access to foreign exchange, managed
through an RMA approval process, and limits on
profit repatriation for foreign partners unless their

ventures generate foreign exchange revenue.

Strategic Initiatives

Objectives

The primary objectives for Bhutan’s financial

ecosystem are to:

1. Build a robust diversified and profitable
financial services sector encompassing
banking, insurance, and wealth management
products.

2. Provide broader access to credit, insurance,
and investment products for businesses and
individuals, particularly SMEs and emerging
sectors.

3. Introduce alternative mechanisms such as
venture capital and private equity fostering

innovation and economic diversification.

A healthy and resilient financial services sector
can not only support the growth of sectors but

also drive financial inclusion among the public
and the SMEs.

Implementing initiatives identified below will enable the development of a robust financial ecosystem.

Initiative Horizon Owner
Develop a comprehensive financial services strategy / blueprint encompassing
S . RMA,
banking, insurance, and wealth management to grow asset base, ensure profitability |~ Short-Term MoICE,
and develop relevant products.
Diversify lending / financing into priority sectors by encouraging banks and . .
. . . . .. . . Financial
non-banks to increase credit allocation. Introduce innovative instruments like | Medium-Term .
‘ Institutions
green bonds and climate funds.
Consider establishing Credit and Export Guarantee Schemes / Export Credit Short- to MoFE RMA
Agency. Incorporate lessons from 2020-23 NCGS scheme. Medium-Term ’
Catalyse a critical mass of venture capital (VC) to support the development of
L. . L Shortt- to
the digital businesses / start-up ecosystem. Encourage financial institutions, . RMA, MoF
. . . Medium-Term
DHI and large established private companies to set up CVCs.
Lever.age pension funds and insurance companies to provide long-term capital Medium-Term MoF
for critical infrastructure, renewable energy, and technology sectors.
Establish a movable collateral registry to enable businesses to secure loans using MoF, FS
Short-Term L
movable assets. Institutions
Enhance platforms for payment, transfers, and settlements to support inward Short- to
. . . . . MoF, RMA
investments, payments domestically and internationally. Medium-Term
Monitor global financial regulations and invest in responsive regulations such
as Anti-Money Laundering (AML) and Know Your Customer (KYC) policies Short-Term MoF, RMA
aligned with global best practices.
Implement financial education schemes to improve financial literacy. Short-Term MoF
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Envisaged Outcomes

Implementing the strategic initiatives for Bhutan’s
financial ecosystem will enable a diversified and
profitable financial services sector that provides
accessible credit across all economic sectors,
including underserved areas like digital innovation
and SMEs. Venture capital and private equity
investments, along with long-term capital from
pension and insurance funds, will complement
traditional bank lending, fostering innovation and

economic diversification.

The financial sector will become more inclusive,
offering a wider range of financial products and
services to individuals and businesses, thereby
empowering SMEs and promoting financial
inclusion. Enhanced regulatory frameworks,
aligned with global best practices, will increase
transparency, reduce financial crimes, and boost

investor confidence.

Overall, Bhutan’s financial ecosystem will create
a dynamic environment where individuals and
companies can thrive, ensuring economic resilience

and prosperity for the nation.

5.7 Innovation Ecosystem

Innovation is the lifeblood of an economy. It
enables businesses to create new products and
services, establish new markets and gain a greater
share of existing markets. Innovative firms grow
faster, drive economic competitiveness, and attract

investment and talent.

Innovation must be central to delivering Bhutan’s
economic vision. High performing and developed
countries such as Switzerland (1% in 2024 global
innovation index), Singapore (4™), Israel (15%)
and Estonia (16™) have consistently prioritised

investment in innovation as a national strategy.'"

Bhutan’s current innovation ecosystem is nascent
with a few start-ups, a startup centre, fabrication
labs operated by DHI and few programmes
focused on entrepreneurship. The Royal University
of Bhutan offers ICT-related programmes through
Gyalpozhing College of Information Technology
and the government has introduced coding and
digital courses in schools. The private sector has
few companies that develop software, and supply
technology services to the public and private

sectors.

While Bhutan has made significant progress in
digital innovation through GovTech Agency, a
dedicated agency focused specifically on broader
Science and Technology, along with a targeted
R&D budget, will further enhance national

innovation capacity.

The Thimphu Tech Park has laid the foundations
for technology in Bhutan. Innovation thrives
through collaboration among multiple
stakeholders, including businesses, government
agencies, financial institutions, universities, and
international partners (see Figure 9). These
stakeholders collectively drive discovery, invention,

development, and commercialisation.

> World Intellectual Property Organisation. (2024). Global Innovation Index 2024: Unlocking the Promise of Social Entrepreneurship.

Geneva: WIPO
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Figure 9: The Innovation Ecosystem'®
Objectives

Boosting innovation in the public and private
sectors will be an essential part of Bhutans 10X

National Economic Vision.

Key objectives include:

1. Develop and implement a national strategy
for technology, science, and innovation.

2. Build a robust innovation ecosystem that
empowers entrepreneurs and businesses to
identify new opportunities, test solutions,
commercialise products and scale efficiently.

Strategic Initiatives

3. Promote Bhutan’s brand as an innovative
economy with the aim to be in the top quartile
of innovative economies in the next 10 to

15 years.

Progress should be tracked using key indicators
such as the number of start-ups per capita, number
of unicorns by 2050, R&D expenditure and our
ranking in the global innovation index (currently

unranked).

Eight strategic initiatives will enable Bhutan to establish a leading innovation ecosystem:

Initiative Horizon Owner
OPMC,
Establish a dedicated department for Science and Technology responsible for . RCSC,
, . . . Medium-Term
Bhutan’s strategy for science, technology, and innovation. MOESD,
GovTech
Estabhfh. an Inn.ovatlon. Céuncll / Ager.u.:y with the respons}blll%ty. to set out Short-Term MoICE
Bhutan’s innovation aspirations and ambitions, roadmap, and initiatives.
Devek?p a policy and. strat.eglc plan for leveragmg.A; across the Government Short-Term GovTech
and private sector. Align with the Governments Digital Strategy.
Develop sector focused creative clusters (e.g textiles, agriculture, crafts, and Short.
digital services) supported by innovation and design hubs, incubators, ScaleUp ore o MoICE
Medium-Term
labs and Accelerators across Bhutan.

!¢ Adapted from graphic used in UK Innovation Strategy (2021)
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Strategic Initiatives

Initiative Horizon Owner
Invest in research and development by committing up to 5 percent of annual
. .2 S Short- to
budget. Channel funding to relevant sectors, institutions within RUB and the . MoF
. Medium-Term
ptivate sector.
Strengthen universities / institutions and industry collaboration by fosteting
partnerships between the private sector, public sector, and the academic institutions Short- to
. .. . . . RUB
through Research Programmes between universities and industries and earmark | Medium-Term
and provide funding to educational institutions for R&D.
Introduce incentives (tax breaks, training) to encourage innovation within the Short- to MoF
. ) [o)
private sector. Medium-Term
MoF,
. . . Short- to
Establish a Bhutan Innovation Fund to support high-growth startups and SMEs. . MoICE,
Medium-Term DHI

The

complementary enablers, including effective policy

success of this enabler relies on
and governance (e.g. Intellectual Property laws),
human capital development through education and
skill-building, a resilient financial ecosystem (on
availability of financing for the start-up sectors)

and broader infrastructure and market access.

Across all these initiatives, DHI will have
a significant role to play in supporting the

development of the innovation ecosystem.

Envisaged Outcomes

Bhutan aims to become a hub for innovation
in sectors such as digital services, agriculture,
tourism, and sustainable technologies. A robust
innovation ecosystem will drive Bhutan’s economic
transformation, positioning it as a regional leader
in sustainable, technology-driven growth. By
fostering a culture of innovation, Bhutan will
attract global talent, investment, and strategic
partnerships while empowering local entrepreneurs

to scale and compete globally.

With a focus on research and development (R&D)
and strong public-private partnerships, Bhutan will
achieve measurable progress in global innovation
rankings, marked by a growing number of startups,

unicorns, and increased R&D investment.
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Effective execution is principal to achieving
Bhutan’s 10X National Economic Vision. This
will require a robust governance framework that
provides clear guidelines, oversees strategic plan
implementation, and ensures seamless coordination

among government agencies and the private sector.

Looking forward, annual plans and five-year plans
will incorporate the ambitions identified within
the Vision, specifying targets for each of the

specific sectors.

Delivering the Vision is a collective responsibility,
and all segments of the society must play a role.
The Government will facilitate private sector led
development and improve efficiency, transpatency,
and service delivery, and take decisive action to

accelerate the implementation of the Vision.

6.1 Governance Structure
The successful operationalisation of the Vision will
rely on a well-structured governance framework,

empowered implementing agencies, and the

collaborative efforts of key partners. By fostering
strong partnerships, ensuring strategic alignment,
and maintaining transparent and accountable

systems, Bhutan can effectively execute the Vision.

The proposed governance structure for
implementation is provided in the Figure 10.
Key elements include the constitution of a Vision
Delivery Unit (VDU) within the Office of the
Prime Minister. Key implementation of the Vision
initiatives will be led by implementing agencies
which are the relevant government agencies, the
DHI and SOEs, Local Governments and the

private sector.

The VDU, composed of members from OCASC
and relevant departments, will play the lead role in
mobilising and implementing the Vision initiatives
and will report to the Prime Minister.

The VDU will also work with the Economic
Development Board and the broader stakeholders.

Prime Minister

Cabinet

Vision Delivery Unit (VDU)

Programme Management

Performance Delivery

Strategy and

Planning Management Support

U

Support, Guidance, Alignment, Reporting
Risk Management

Implementing Agencies

Economic Dev

Ministries, Departments, Local Governments, DHI and the Private Sector

Board
g Stakeholders
Private Sector
Task < S
Force

Internatonal Parmers

NGOs

Engagement and inputs

e

Community
Representatives

J

Figure 10: Governance Structure
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The key roles and responsibilities of the VDU,

among others, are:

1. Providing guidance on strategic planning
by implementing agencies, identifying new
initiatives, and reconciling activities stemming
from the Vision with the medium-term and
annual budgets within the 13" FYP, and any
Ministry / Department Specific strategies.

2. Monitoring the progress of key initiatives,
ensuring proper coordination among
stakeholders, and resolving risks and issues
(escalated by the implementing agencies).

3. Standardising the implementation and tracking
of delivery of the Vision through common
templates, tools, and frameworks.

4. Establishing relevant temporary task forces
or capability teams to address skills gaps or
to enable cross-sectoral initiatives.

5. Managing engagement with local and global
stakeholders throughout the implementation
of the Vision.

6. Tracking (agreed) key performance indicators
related to the Vision and regulatly reporting
on progress and ensuring accountability and
transparency.

7. Providing monthly updates to the Prime
Minister and the Cabinet on the progress/
delivery of the Vision initiatives and
undertaking six monthly consultations.

8. Supporting and coordinating efforts to secure
necessary resources for the delivery of the
Vision initiatives by working with the Ministry

of Finance.

Implementing Agencies

Ministries, Departments, DHI, SoEs and
Local Governments are pivotal in executing
the 10X National Economic Vision. Ensuring
implementing agencies have the required support,
skills and resources is essential for successful

delivery.

Key responsibilities of the implementing agencies

are:

1. Take ownership of the Vision initiatives by
aligning the 13" FYP activities, determining
which initiatives to accelerate, discontinue
or introduce.

2. Work closely with the VDU and stakeholders
from the private sector to align initiatives with
broader national plans and policies.

3. Implement agreed initiatives ensuring delivery
within budget and timelines.

4. Provide regular (monthly) updates highlighting
progress, key risks and issues which require
resolution. Where required, provide updates
directly to the Prime Minister and the Cabinet.

5. Align 14" FYP and subsequent plans with the
Vision for continuity and coherence.

6. Appoint a single point of contact within
the implementing agency responsible for
coordinating the delivery of vision initiatives.

7. Implement a structured reporting mechanism
linked to the VDU for consistent monitoring

and accountability.

While the governance focuses on the VDU and
the implementing agencies, successful delivery
of the Vision will require collaborative and active
participation from a diverse range of partners. Key
partners and their indicative roles are identified
in Table 7.
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Agency

Key Role

Private Sector and
Entrepreneurs

Invest in improving productivity, fostering innovation, and adhering to fair
work practices, ensuring that the financial and business environments are
responsive to their needs.

Engage and work with implementing agencies to provide inputs / feedback
as required.

Capitalise on opportunities emanating from the Vision across priority sectors
and the enablers.

Business Organisations
(e.g. DoT, ABTO, BCCI)

Represent the interests of businesses, function as critical partners in policy
development, and collaborate with the government to implement effective
strategies.

Coordinate and provide inputs into the Government and the implementing
agencies.

NGOs and Community
Organisations

Identify and address local actions and opportunities, ensuring that economic
success is shared broadly and benefits all communities.

International Partnerships

Leverage connections with Bhutan’s global partners, and international
organisations to enhance economic opportunities and advance global
partnerships.

Bhutanese Diaspora

Engage with the VDU in providing inputs into the implementation of the
initiatives.

Consider investments and collaboration with Government and implementing
agencies for inward investments.

Provide network and market knowledge to the Government and the Bhutanese

industry — advocating Brand Bhutan.

Table 7: Roles of Stakeholders

6.2 Key Success Factors for
Implementation

In executing the Vision, implementing agencies

will consider eight success factors to ensure

maximum chance of success.

1. Balance short-term initiatives with the
long-term ambitions: Balancing immediate
actions with long-term sustainability is crucial.
Ensuring that short-term initiatives contribute
to enduring prosperity without hindering
future growth will require regular reviews
and strategic adjustments to stay aligned
with evolving global and national trends.
GNH principles and ‘GNH for Business’
certification will be used to ensure that
initiatives align to what matters to ‘Bhutan’

and the Bhutanese people.
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3.

Strategic alignment: Harmonising
governmental and sectoral plans with the
Vision ensures coordinated and mutually
reinforcing efforts across all sectors. Regular
alignment workshops and strategy sessions
with relevant ministries and departments,
and the private sector will link sector-specific
strategies directly to the Vision’s objectives,
fostering seamless integration.

Governance: Strong leadership and policy
alignment are essential for steering the
Vision’s progress and maintaining coherence
across all initiatives. An effective governance
framework through the VDU will unify
efforts towards common goals, minimise
redundancy, and enhance efficiency through
consistent decision-making and optimal

resource allocation. Robust accountability
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mechanisms and measurable outcomes will
be tracked through clear KPIs, reported
via digital platforms and regular audits to
maintain integrity and accountability within
the governance structure.

Collaboration and synergy: Promoting
cross-sector and interagency partnerships
leverages collective strengths, enhancing the
effectiveness of initiatives. Active involvement
of government ministries, the private sector,
community organisations, and international
partners will ensure better resource utilisation,
knowledge sharing, and effective problem-
solving. Further, synergies with GMC will be
continuously explored across different areas.
The

private sector will be a critical partner for

Private sector engagement:
delivering the Vision. The private sector will
participate actively across both emerging
and core industries embracing opportunities
identified through the Vision. This will
accelerate the delivery of the initiatives, drive
competitiveness, create jobs, and create a
dynamic economy.

Optimised resource management:
Efficiently allocating financial, human, and
technical resources will maximise the impact
of initiatives and ensure adequate return on
investments. Regular resource audits, strategic
budgeting practices, and investment in capacity
building will be required to prevent waste,
enhance productivity, and direct resources
toward high-impact areas.

Clear and

consistent communications will keep all

Effective communication:

stakeholders informed and engaged throughout
the implementation process. Developing
comprehensive communication plans, using
multiple channels to reach diverse audiences,
and conducting regular updates and public
awareness campaigns will be required to enhance

transparency and stakeholder engagement.

Implementation excellence: Delivering
effective execution through clear processes and
focused approaches is vital for the successful
delivery of Vision initiatives. Excellence in
implementation will not only enhance Bhutan’s
brand in delivering initiatives but also improve
trust and credibility with the private sector,
citizens, partners and investors. Standardising
project management processes, providing
comprehensive training and support, and
regularly monitoring and evaluating progress
to effective and efficient delivery of the

initiatives.

6.3 Financing Bhutan's

Economic Growth

There is no doubt that Bhutan will require

significant financing over the Vision horizon.

The Royal Government of Bhutan will need

to consider multiple mechanisms for financing

covering:

1.

Increasing domestic revenue mobilisation
and savings: Countries that have developed
successfully have done so on a foundation
of high domestic savings. For example, both
Singapore and Korea, gross domestic savings
grew from around 10 percent of GDP in 1965
to around 40 percent in the mid-1980s and
have remained at or above that level ever since.
Bhutan must encourage a savings culture and
facilitate the growth of pension funds and
other long-term savings.
Long-term finance for industry:
Transforming long-term savings into
investment capital that is reasonably priced
and accessible to the productive sectors
is crucial for Bhutan’s development. The
Government should consider setting aside
funds to be available on a long-term basis,
supplemented by the mobilisation of resources

on the international markets (e.g. through
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issuance of bonds, commercial borrowing,
green bonds). The Government will also
generate savings from strategic sectors like
hydroelectricity and trading carbon credit.

3. Attracting FDI: FDI will be key in financing
Bhutan’s economic development. Building on
its strong governance and a stable political
environment combined with a good business
environment, Bhutan will implement policy
changes and strategies to attract FDI and
inward investments. This will also involve
opening opportunities across different priotity
sectors, working together with DHI.

4. Grants and Aid: In addition to domestic and
international financing efforts, grants and
aid can play a significant role in financing,
Bhutan will continuously collaborate with
development partners, international donors,
and organisations to secure and mobilise
financial support to bolster key projects,
particularly in sectors such as healthcare,
education, and infrastructure. Leveraging these
funds effectively can help bridge the gap
between domestic savings and the required

investment for sustainable growth.

6.4 Implementation Plan
Figure 11 provides a high-level implementation
roadmap with detailed implementation plans in

Appendix Al.

Embarking on the Vision journey requires
achieving significantly higher real GDP growth
rates — 10 to 12 percent — in the initial decade.
Realistically, it will take at least two years to
mobilise, build the foundations and attract

investments. Bhutan should prioritise selected

anchor projects to jumpstart the Economic Vision.

This could include:

1. Accelerate the commissioning of in-flight and
planned hydropower projects.

2. Build a 40-50 MW data centre which will
require an investment of ~USD 450 million
with construction starting in 2027 and lasting
three years.'”

3. Invest into an engineered wood production
facility which could require up to USD 90
million investment. Construction could
commence in 2027 and lasting two years. This
could generate export revenues of ~USD 50
million annually starting in 2029.'

4. Create 1,000 knowledge-based jobs annually,
beginning in 2027, facilitated by partnerships
with international technology outsourcing
companies.'”

5. Establish retirement and nursing homes for
1,000 elderly residents, starting in 2027, with

annual growth of 20 percent.'”

The Al data centre’s GDP contribution will peak
during construction but decline afterward, shifting
to indirect impacts such as electricity purchases
and local employment. Conversely, the engineered
wood production facility’s GDP impact will grow
during its operational phase. The service sectors
(IT and healthcare) will contribute increasingly

over time as jobs and service capacities expand.

The VDU along with the implementing agencies
will need to plan in detail to refine and select key

initiatives that can accelerate GDP contribution.

7 AT Data Centre: Total investment of USD 450 million, construction timeline of three years, direct effect on GDP is estimated at 60%

of each dollar spent, with a fiscal multiplier of 2.0.

" Engineered Wood Facility: A USD 90 million total investment, with a 60% passthrough to GDP and a fiscal multiplier of 2.0. Con-
struction is assumed to span two years. Significant export revenue of USD 50 million annually starting in 2029.

1" Knowledge-based jobs: Assumes 1,000 jobs created annually, starting with a starting salary of 45,000 Nu per month in 2027. A total of
3,000 jobs will be created by 2030, with salaries remaining constant through 2029.

12 Retirement/Nursing Homes: Assumes 1,000 placements created in 2027, with monthly fees of USD 3,000 per resident and 20% annual

growth in capacity and revenue.
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Appendices

Al Regulations, Legislation,

and Policies

The table below provides a non-exhaustive list of regulations, legislation and policies required to

enable a conducive business environment.

# Legislation / Policy / Law Action Required
1 ition Bhutan” h in Al 1
1 | AL and Technology Policy Develop to position Bhutan’s growth in and relevant
technologies
5 Bankruptcy Act of the Kingdom of Review to assess if updates are required in the context of
Bhutan - 1999 new businesses
3 | Bt rl By e chulred from the perspective of BPO / KPO, and general
business
4 | EDI Policy 2019 Bewew in the cqntexF of attracting investments especially
into the sectors identified
5 Forest and Nature Conservation Act of Review to assess how the forestry initiatives can be pursued
Bhutan 2023 under the existing act
6 | Gaming Licence Laws Review any existing laws, and develop relevant laws
7 | Guidelines on eCommerce 2019 R€V'I€W to assess how it can enable and accelerate digital
business model
8 Health and Wellness Regulations and Develop to support wellness tourism and potentially into
Policies medical tourism
9 | IP Law Review to encourage R&D and innovative ideas
10 Labour policy and legislations / National | Review to ensute employment laws enable good working
Employment 2013 environment and ensure welfare of employees
Legislation related to VC / PE
11 | establishment (Fund Management Rules | Review existing legislations
and Regulation 2019)
Mines and Minerals Management Act
12| 1995, Mines and Minerals Management Review to assess how the mining initiatives can be accelerated
Regulations 2022
13 | Policy framework for education services | Develop policy to kickstart education services
The Narcotic D Psychotropi . . .
€ varcotic Lrugs, Tsychotroplc Review to assess the development of medical cannabis
14 | Substances, and Substance Abuse Act of market and broader pharma sector
Bhutan 2015 ¢ s et
15 | Tourism Policy Review for any amendments required to enable new products
16 || s cxnndl Trovsfarfion: Taffietes Con§1der to review considering provision of education
services, retirement hubs and medical toutism

Policies and Legislation that will require review / development
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