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Summary

Bhutan started to recover in 2022 from the significant decline in economic activity caused by the COVID-
19 pandemic, returning to the robust pre-COVID growth. The country meets all graduation criteria and
continues to make steady progress on GNI and HAI.

Bhutan has submitted its annual report on the preparation of a smooth LDC graduation and has been well
responsive to CDP communications. The Committee recommends that the Government continues its
efforts to foster economic diversification by supporting the development of small and medium sized
ente





https://covid19.who.int/region/searo/country/bt

cent in the 2021/22 fiscal year with only minor improvements projected in the near term. The negative
balance of payments may lead to depletion of overall reserve assets posing risk to the constitutional
mandate of meeting 12 months of essential imports. Falling revenues has increased the fiscal deficit to an
estimated 8.9 per cent of GDP in FY 2021/22, against 1.9 per cent in FY 19/20.2 This adds further to public
debt, which has increased rapidly from 61 per cent of GDP in 2010 to an estimated 128 per cent in 2021.7
However, most of this debt is directly linked to the hydropower construction projects, where the credit is
secured against long term power purchase agreements. The external debt is therefore unlikely to lead to
debt distress.
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(LDCF), managed by the GEF, is ending with graduation from the category, general support through the
GEF remains open. Development partners have pledged around $865 million for the implementation of
the 12t five-year plan, half of which has already been received. The Government has received financial
and in-kind assistance from a range of multilateral and bilateral donor agencies to combat the impacts of
COVID-19. The Government also highlighted assistance in accessing different sources of finance as an area
where UN support would be welcomed during the country consultation.



Annex 1: Heatmap extract of the supplementary graduation indicators (SGIs) for LDCs and former LDCs (2023 or
latest available year)
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Annex 2: Government report on Smooth Transition



Annual Report on the Preparation of
Bhutan’s Transition Strategy for smooth
LDC graduation

November 2022



Background

Bhutan is scheduled to graduate from least developed country (LDC) status in 2023.
This is in line with the request to the United Nations for the graduation date to coincide
with the end of the implementation of Bhutan’s 12t Five-Year Plan (12 FYP) in December
2023. Bhutan’s graduation was endorsed during the 73rd Session of the UN General
Assembly held in December 2018.

Bhutan was found eligible for graduation from the UN’s list of LDCs for the first time
during the 2015 Triennial review of the Committee for Development Policy (CDP) under
UN Economic and Social Council (ECOSOC). Bhutan successfully met and fulfilled the
threshold levels for the Gross National Income (GNI) per capita and Human Asset
Indicator (HAI) criterion. For a country to be recommended for graduation, a country
must meet graduation thresholds for two of the three criteria or have at least twice the
income threshold in two consecutive Triennial reviews.

Bhutan’s Performance in the Triennial Reviews of 2015, 2018, 2021

Criteria Thresholds 2015 2018 2021
GNI per capita (US $) Graduation Thresholds 1,242 1,230 1,222
Bhutan's Performance 2,277 2,401 2,542 .4
HAI (score) Graduation Thresholds 66 and 66 66
above







Assistance has been also received from the UNDESA and UNCTAD in capacity
building of Bhutanese officials in mainstreaming resilience-building and smooth transition
strategies into national policy-making and in promoting exports through information
sharing of new product requirements and markets. Under this project,



open for all NDA- National Designated Authorities.

During the 15t Round Table Meeting (RTM), the EU confirmed that assistance to
Bhutan would continue beyond Bhutan's graduation in 2023. Bhutan will continue to access
duty-free quota-free market access for three years after graduation besides the Multi-
annual Indicative Programme (MIP) for seven years and MIP+facilitated by the EU.

Development partners such as Japan International Cooperation Agency (JICA) and
the Government of India (Gol) will continue to support Bhutan’s socio-economic
development even after Bhutan’s graduation from the LDC category.

Implications of COVID-19 on preparations for graduation from the LDC category and
preparation of transition strategy

COVID-19 has had implications on Bhutan’s socio-economic sectors. In 2022, the
country witnessed two lockdowns from mid-January to March 2022. Although Bhutan is
assessed as well on track to graduate based on Bhutan’s performance in the triennial
review 2021, with Bhutan fulfilling the graduation thresholds for all three criteria, the
country’s economic situation is yet to fully recover from the impacts of the pandemic.

COVID-19 has contributed to slowing the economic growth of Bhutan and has
affected its macroeconomic indicators, for instance Gross Domestic Product (GDP) and
Gross National Income (GNI). The GDP growth rate in 2020 suffered a negative growth of
10.08% but in 2021, it grew by 4.1% and is expected to grow by 4.9% at the end of 2022.
Similarly, the GNI per capita has seen a drop to USD 3,109.33 in 2019 but it has increased



Fee (SDF) for international tourists to USD 200 per tourist per night from the previous fee
of USD 65 which was met from the Minimum Daily Package Rate. The gains from the sector
are yet to be realized and harnessed.

Bhutan’s total debt has also increased due to increasing government expenditure.
The total public debt stock of Bhutan stands at Nu 256,993.907 million as of 30 September
2022 accounting for 132.9 percent of GDP. Although the overall risk is deemed moderately
manageable, the debt is expected to further increase in the coming years.

With the normalization in the situation and resumption of economic activities, trade
flows have picked up surpassing the pre-pandemic threshold. However, the increase in
imports has been much higher compared to exports leading to a huge trade deficit of 19.3
percent in the Fiscal Year 2021-22 from 6.9 percent in the fiscal year 2020-21. If a similar






sectors relevant to Bhutan’s graduation will also develop other plans and strategies that
will ensure minimal implications with Bhutan’s graduation.
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