
BHUTAN
Table 1 2022
Population, million 0.8

GDP, current US$ billion 2.5

GDP per capita, current US$ 3241.2

International poverty rate ($2.15)a 0.9

Lower middle-income poverty rate ($3.65)a 9.4

Upper middle-income poverty rate ($6.85)a 39.5

Gini indexa 37.4

School enrollment, primary (% gross)b 105.7

Life expectancy at birth, yearsb 71.6

Total GHG emissions (mtCO2e) -5.4

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2021); Life expectancy
(2020).

Output is estimated to have grown by 4.3

percent in FY21/22, after two years of eco-

nomic contraction. The COVID-19 pan-

demic and Russia’s invasion of Ukraine re-

sulted in a significant deterioration of fiscal

and external balances, resulting in a fragile

macroeconomic situation. Measures to

support fiscal consolidation and financial

sector stability are crucial to address short-

term macroeconomic vulnerabilities and

support economic recovery. The modera-

tion in prices contributed to a slight de-

crease in poverty to 8.8 percent in 2021

based on $3.65/day.

Key conditions and
challenges

Rapid economic growth in Bhutan has con-
tributed to substantial poverty reduction
over the last two decades, but poverty and
inequality levels remain high. Annual real
GDP growth averaged 7.5 percent since the
1980s, driven by the public sector-led hy-
dropower sector and strong performance
in services, including tourism. It was esti-
mated that nearly 9 percent of the popula-
tion lived below the $3.65/day poverty line
in 2017, with poverty being more preva-
lent in rural areas and significant dispar-
ities across districts. More recent data
(2022) is being analyzed to establish a com-
parable poverty trend for Bhutan.
The COVID-19 pandemic and spillovers
from the war in Ukraine have resulted in a
significant deterioration in the macroeco-
nomic situation. After the economy con-
tracted for two consecutive years in FY19/20
and FY20/21, non-hydro industry and ser-
vices sector activity picked up. Tourism has
been slow to recover, in part due to the new
tourism levy act which tripled the sustain-
able development fee for international
tourists from US$65 to US$200 per night.
The youth unemployment rate increased
from 20.9 percent in 2021 to 29 percent in
2022, which contributed to an increase in
outward migration.
COVID-19reliefmeasuresandsubduedrev-
enue performance have resulted in high fis-
cal deficits and public debt since FY20/21,
withlimitedfiscalspacetoabsorbadditional

shocks.Internationalreserveshavedeclined
rapidly due to an increase in imports. Vul-
nerabilities in the financial sector with high
non-performing loan (NPL) levels have in-
creased fiscal risks, given that about 60 per-
cent of assets of the sector are controlled by
thepublicsector.Laborshortagesduringthe
pandemic resulted in significant delays in
hydro projects and hence expected delays in
additional hydro revenue flows, constrain-
ing the country’s ability to strengthen fiscal
andexternalbalancesinthemediumterm.
The macroeconomic situation is fragile. In
addition to continued global uncertainties
and additional delays in hydro projects,
downside risks to the growth outlook in-
clude delays in fiscal consolidation and fi-
nancial sector vulnerabilities, which con-
strain the government’s ability to support
a robust recovery.

Recent developments

The economy grew by 4.3 percent in FY21/
22 (July 2021 to June 2022), supported by
the easing of social and mobility restric-
tions in the second half of FY21/22 and
continued fiscal support to boost activity.
The industry sector grew by 3.0 percent,
supported by a recovery in the construc-
tion, manufacturing, and mining sectors.
The electricity sector contracted due to
maintenance of the Tala hydropower plant,
resulting in lower hydro exports and rev-
enues. Services output increased by 5.7
percent, driven by transport and trade ac-
tivities. The tourism industry remained
subdued in FY21/22 due to COVID-related

FIGURE 1 Bhutan / Current account and components
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FIGURE 2 Bhutan / Actual and projected poverty rates and
real GDP per capita
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travel restrictions. On the demand side,
public investment and consumption sup-
ported growth, reflecting continued fiscal
support, while private investment and
consumption have not yet recovered.
Average inflation moderated from 8.2 per-
cent in FY20/21 to 5.9 percent in FY21/22,
driven by a moderation in food inflation.
However, non-food inflation accelerated to
7.0 percent in FY21/22, reflecting higher fu-
el and transport prices. The moderation in
prices contributed to a slight decrease in
poverty to 8.8 percent in 2021 based on
$3.65/day (from 9.6 percent in 2020).
The current account deficit (CAD) more
than doubled to 33.1 percent of GDP in
FY21/22. Exports remained subdued (as a
share of GDP) due to lower hydro exports
and near-zero tourism-related services ex-
ports. Imports surged due to a significant
increase in the import of Information and
Communication Technology (ICT) equip-
ment and higher prices, particularly of fuel
and food. As a result, gross international
reserves declined rapidly in FY21/22,
reaching US$833 million in June 2022 (a
37 percent decline, y-o-y), equivalent to 6.6
months of FY21/22 imports.
The fiscal deficit widened to 7.8 percent of
GDP in FY21/22 from 6.2 percent in FY20/21.
Total expenditures declined (as a share of
GDP) but capital expenditures increased,
reflecting continued fiscal support through

accelerated implementation of the Twelfth
Five Year Plan (FYP). Total revenues de-
clined because of lower hydro revenues and
external grants. Public debt increased to
133.3 percent of GDP in FY21/22 due to an
increase in non-hydropower debt.

Outlook

The economy is expected to grow by 4.5
percent in FY22/23. The further reopening
of borders in September 2022 is expected
to support growth in the industry and ser-
vices sectors. Tourist arrivals are expected
to remain subdued because of slow global
growth and the introduction of the new
tourism levy act. Growth is expected to re-
main subdued in FY23/24 due to lower
public investments, typical for the first
year of a new FYP, and the transition to a
new Cabinet following national elections.
Medium-term growth will be supported
by a recovery in the non-hydro industry
and services sectors, and by the commis-
sioning of a new hydropower plant.
Inflation is projected to remain elevated
in the short term, owing to higher import
prices, before moderating in the medium
term. While the incidence of poverty is
expected to decline further from 2022, a
full recovery to poverty headcount rates

estimated before the COVID-19 pandemic
is not likely to be achieved until 2023 giv-
en elevated consumer prices.
The CAD is expected to remain elevated in
FY22/23 at 28.6 percent of GDP due to
lumpy imports of ICT equipment and a
slow recovery of tourism. The CAD is ex-
pected to improve from FY23/24 due to low-
er ICT imports, and to moderate further in
the medium term due to the doubling of hy-
dropower capacity and a decline in imports
following the completion of the hydropow-
er projects. International reserves are ex-
pected to decline to 4 months of imports un-
til FY24/25, before improving to 5 months of
import coverage in FY25/26.
The fiscal deficit is projected to decline to
5.8 percent of GDP in FY22/23, driven by
lower capital spending. The deficit is ex-
pected to further decline to 4.5 percent of
GDP in FY23/24 due to lower public in-
vestments in the first year of the new FYP,
and measures to rationalize current expen-
diture and increase domestic revenues.
Despite a decline in hydropower debt,
public debt is projected to remain elevated
as a share of GDP in the short to medium
term due to high fiscal deficits. Risks to
debt sustainability are expected to remain
moderate as the bulk of the debt is linked
to hydro project loans from India (to be re-
paid from future hydro revenues) with low
refinancing and exchange rate risks.

TABLE 2 Bhutan / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2019/20 2020/21 2021/22e 2022/23f 2023/24f 2024/25f
Real GDP growth, at constant market prices -2.3 -3.3 4.3 4.5 3.1 4.3

Private Consumption 0.1 -1.1 -2.9 -1.5 3.6 2.1
Government Consumption 7.3 4.9 5.5 2.7 0.9 2.0
Gross Fixed Capital Investment -16.5 -3.0 13.4 1.5 -4.2 2.2
Exports, Goods and Services -4.1 -7.3 10.3 10.7 5.4 4.2
Imports, Goods and Services -9.2 0.8 6.2 -2.0 -2.4 -1.6

Real GDP growth, at constant factor prices -0.7 -2.2 4.3 4.5 3.1 4.3
Agriculture 2.9 3.3 2.2 2.9 3.4 3.3
Industry -5.5 -5.9 3.0 5.5 3.8 5.0
Services 2.5 -0.5 5.7 4.1 2.5 4.1

Inflation (Consumer Price Index) 3.0 8.2 5.9 4.4 3.9 3.5
Current Account Balance (% of GDP) -15.8 -11.9 -33.1 -28.6 -19.2 -10.5

Fiscal Balance (% of GDP) -1.9 -6.2 -7.8 -5.8 -4.5 -3.0
Revenues (% of GDP) 31.1 33.2 28.4 27.6 23.8 27.0
Debt (% of GDP) 122.8 132.4 133.3 134.2 129.6 120.6
Primary Balance (% of GDP) -1.5 -5.2 -6.3 -3.8 -2.2 -0.6

International poverty rate ($2.15 in 2017 PPP)a,b 0.8 1.0 0.8 0.7 0.7 0.7

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 8.7 9.6 8.8 8.1 7.6 7.1

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 38.0 39.7 38.2 37.0 36.0 34.5

GHG emissions growth (mtCO2e) 1.5 1.6 -1.1 -1.7 -1.3 -1.8
Energy related GHG emissions (% of total) -15.1 -14.5 -15.1 -15.9 -16.5 -17.3

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SAR-POV harmonization, using 2017-BLSS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.7 (Low (0.7)) based on GDP per capita in constant LCU.
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