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The Adrianople Group is the world’s leading economic zone research 
and business advisory firm. Our groundbreaking SEZ research is used 
by economic zones and new city projects around the world to uncover 
the issues and challenges facing their projects.

For more information, please visit our website:
www.adrianoplegroup.com
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COVID-19 has created an opportunity for Bhutan to use Special 
Economic Zones (SEZs) to revitalize its economy.

As the pandemic continues to disrupt legacy industries, 
stagnant governments and corporations have been forced 
to adapt themselves to the new reality. Decades of pent-up 
inefficiencies have been instantly wiped away. Traditionally 
large and bloated organizations have leaned their operations, 
trimming unnecessary fat to survive.

Mitigating tragic loss of life is not enough. Countries will need 
to pro-actively seek out their new place in the world as opposed 
to reactively managing the disaster.

This chaos has created an opportunity for small and agile 
nations like Bhutan which can easily adapt to shifting 
circumstances. Unlike its larger neighbors, Bhutan does not 
have large entrenched special interest groups who might stand 
in the way of change.

By positioning itself as a home for the new highly innovative 
post-pandemic businesses of tomorrow, Bhutan can rise to 
become a model of sustainable economic growth.

With great opportunity comes great risk.

Will economic development come at the cost of ancient tradition? 
Will industrial growth come at the cost of human happiness? 
Will openness to the world come at the cost of renewed COVID-19 
outbreaks?

This report explores how Bhutan might be able to play a careful 
balancing game to emerge from the pandemic as a world leader.

EXECUTIVE SUMMARY

http://adrianoplegroup.com
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1. Introduction

1.1 Overview

For decades, Bhutanese society has struggled with the challenge of balancing modernity 
with tradition. If Bhutan opens itself to globalization, then it will allow the country to 
experience economic growth and development. Integration into global markets means 
economic prosperity. However, it comes at the cost of independence and cultural 
deterioration. Bhutan has a population of under a million, while both of its neighbors have 
populations of over one billion. If Bhutan opens its doors to globalization, then it risks 
losing its culture. Not only does Bhutan risk exposing itself to foreign political influence, 
but it also risks losing its cultural and demographic heritage. 

On the other hand, if Bhutan closes itself to the outside world, it stands a chance at 
preserving its freedom and culture. A closed Bhutan is one where traditional Buddhist 
culture can flourish, unimpeded by the vices and evils of a global consumerist culture. 
But, a closed Bhutan risks being left behind. Technological backwardness and economic 
weakness also threaten Bhutan’s sovereignty. Slow economic development could trap 
thousands into long lasting poverty, making the country more prone to foreign influence 
in the long term.

Some say that Bhutan needs to adapt its cultural hardware to become future proof. It must 
balance the traditionalism of the past with its need to survive in a globalized future.

The Punakha Dzong fortress, built in the 17th century, is one of many historical 
monuments that attracts thousands of tourists every year to Bhutan.

Image Source: National Public Radio

http://adrianoplegroup.com
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Despite decades of policies promoting openness, COVID-19 has created a situation where  
isolation has once again become appealing to countries around the world. Countries with  
globalized economies have suffered far more from the pandemic than countries with more  
insular economies.

Many international observers worry that Bhutan’s slow evolution away from an conservative 
absolute monarchy towards a more democratic political system will be hindered by COVID-19. 
The strict government response to the coronavirus has succeeded in protecting vulnerable  
populations from the pandemic. Whether the authoritarian measures will remain or be  
rolled back once the crisis subsides is, as of yet, unclear.

Due to the lack of internet penetration, Bhutan’s educational system has especially  
suffered from the pandemic. In many more developed countries, online schooling has been able 
to fill in the gaps when in-person schooling has become impossible. COVID-19 has proven the  
importance of internet penetration in order to maintain critical state services such as 
education.

There is a third way that may allow Bhutan to compromise between these two seemingly  
irreconcilable choices: Special Economic Zones (SEZs).

SEZs, if implemented properly, may allow Bhutan to take advantage of global markets 
while limiting the kingdom’s exposure to the negative aspects of globalization.

Bhutan must balance its need for economic development 
with its need to contain the pandemic 

and protect its traditions.

Prime Minister Lotay Tshering demonstrates 
proper hand sanitizer use at a press Image Source: Bhutan Foundation

http://adrianoplegroup.com
https://bhutanfound.org/covid-19-coronavirus/pm-bhutan/ 
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SEZs are areas within a larger country that have different rules and regulations than the rest 
of the country. For example, businesses located within SEZs typically pay lower taxes than  
businesses located outside SEZs. Other zones have slightly different labor laws that make it  
easier for foreign companies to hire local employees.

Bhutan currently does not have a strong SEZ program. While several SEZs exist, they are  
inactive, and don’t have significant legal autonomy.

A new generation of city-scale education and culture centered economic zones is rising 
and may hold the key to unlock Bhutan’s true potential.”

1.2 Geography of Bhutan

Bhutan is a small mountainous Asian country located in between China and India.

The Kingdom of Bhutan’s official name is ”Druk Gyal Khap” which means ”Land of the 
Thunder Dragon.”

Bhutan is extremely diverse in terms of geography. The south has a subtropical climate with  
Himalayan broadleaf forests that eventually transition into subalpine forests at higher  
elevations.

Bhutan has a population of 750,000, most of which is Vajrayana Buddhist. The country 
is also home to a significant Hindu minority. Thimphu, the capital, has a population of 
115,000, making it the most populous city in the country.

By almost every metric, Bhutan has become one of the most politically stable and free  
countries in South Asia. Bhutan scores higher than its regional neighbors on the Heritage  
Foundation’s Economic Freedom Index, the World Bank’s Ease of Doing Business Index, the  
Institute for Economics and Peace’s Global Peace Index, the Reporters Without Borders World 
Press Freedom Index, the World Bank’s Government Effectiveness Index, and Transparency  
International’s Corruption Perceptions Index.[1 / T1][2 / T2][3 / T3][4 / T4][5 / T5][6 / T6]

The Kingdom of Bhutan’s official name is “Druk Gyal 
Khap” which means “Land of the Thunder Dragon.”

http://adrianoplegroup.com
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1.3 History of Bhutan

Bhutan’s small size, population, and economy have made the country vulnerable to outside 
influence.

Unlike many other countries in Asia, Bhutan was never colonized by European powers. It  
preserved its local culture and freedoms despite the British colonization of India and the 
wave of outside influence in the aftermath of the Chinese opium wars.

While Bhutan has historically used isolation as a tool to protect itself, the country has 
slowly become increasingly open to international trade.

Since the conversion of the region to Buddhism in the 7th century, Bhutan cultivated a  
reputation as a remote and secluded center of religious pilgrimage and asceticism. 18th century  
Tibetan chroniclers used names such as Hidden Holy Land, The Southern Valley of Medicinal 
Herbs, and The Lotus Garden of the Gods to describe the country now known as Bhutan.[R29]

Prior to 1907, Bhutan existed as a collection of small states. After 1907, the government was 
centralized in the hands of Ugyen Wangchuck, the first Druk Gyalpo (Dragon King) of Bhutan.

In 1949, Bhutan’s second king signed the Indo-Bhutan Friendship Treaty to guarantee  
friendly relations and establish free trade and commerce between the two nations. In 1971, 
Bhutan became a UN member state. Three years later, the country opened its doors to 
foreign tourism.

Ugyen Wangchuck, who 
ruled Bhutan from 1907 
until 1926, was the first  
Dragon King of Bhutan 

and is responsible for 
unifying the country.

Image Source: Aster Tours and Travel
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During the 1990s, Bhutan also began liberalizing its traditionally state-controlled economy. 
The government privatized the tourism industry in 1991, opened the country’s first stock 
exchange in 1993, and legalized cable TV and satellite communications in 1998.[R26]

Finally, in 2008, Bhutan peacefully transitioned from an absolute monarchy into a 
constitutional monarchy with a strong parliamentary democracy.

The Struggle to Preserve Bhutan’s Culture
Because Bhutan is small and isolated, there are fewer degrees of separation between 
individuals in society. As a result, the Kingdom’s culture, especially its business culture, 
is highly formalized and structured. Position, status, and reputation all carry great social 
weight in the country.

Government policy has also played a major role in the preservation of Bhutan’s traditional 
culture.

The Bhutanese government has gone to great lengths to protect its culture from foreign  
influences. Driglam Namzha, Bhutan’s official government-enforced dress code is imposed 
on all adults. Furthermore, Bhutan was the only nation in the world to entirely ban television 
since the technology was introduced. The first night of television broadcasts occurred on 
June 2nd, 1999. That same year, the internet was formally legalized as well.[T10]

1.4 COVID-19 in Bhutan

COVID-19 has had a devastating effect on the economy of Bhutan.

Government economists estimate that Bhutan’s GDP receded by 6.7% during the first 
quarter of 2020. Government revenue has fallen by 70%. Exports have dropped by 80%. 
Imports have dropped by 90%. Thousands of Bhutanese citizens have lost their livelihoods.
[T15]

The Bhutanese government’s resources are stretched to their limit - the kingdom will now 
be forced to reconsider reforms to stimulate the economy by opening the country to foreign 
investment.

Paradoxically, Bhutan’s isolation has also kept the country safe.

As of the publication of this report, Bhutan is one of the few countries that has avoided all  
direct deaths from COVID-19.[T11] This can be attributed to the severe lockdown measures  
imposed by the government in an attempt to avoid community spread of the disease.

http://adrianoplegroup.com
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The Bhutanese government has imposed particularly harsh measures to curb COVID-19  
because officials do not believe the healthcare system has the capacity to cope with a  
large-scale outbreak.

Like the rest of the Bhutanese economy, the Kingdom’s healthcare system is subject to  
skill and capacity shortages. As a result, Bhutan is not well equipped to handle the steadily 
increasing number of COVID cases. The total number of medical doctors in Bhutan is less than 
400; this capacity is likely insufficient to handle a large-scale outbreak of COVID-19 in the  
country.[T12]

Additionally, Bhutan’s elderly population 
is disproportionately impacted by low  
literacy rates and rural isolation. This 
has made government efforts to spread  
awareness of COVID-19 containment  
measures more difficult than in many 
other countries.[T13]

Most of Bhutan’s COVID-19 cases have 
been located in the southern part of the 
country, along its border with India.

The Jaigon-Phuentsholing dryport, a 
key access point for imports from India, 
only managed to remain open due to 
costly anti-transmission measures. 
Furthermore, several additional  
quarantine measures were implemented 
in the area, such as mandated grocery  
delivery and workplace limitations.[T14]

As the global pandemic winds down,  
Bhutan will face strategically difficult 
questions about how to re-open its  
economy.

Aid workers hand out critical supplies to  
Bhutanese citizens.

As the global pandemic winds down, Bhutan will face strategically  
difficult questions about how to re-open its economy.

Image Source: Observer Research Foundation

http://adrianoplegroup.com
https://www.orfonline.org/research/south-asia-weekly-report-64871/ 
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2.Government Economic Policies

2.1 Overview of Bhutan’s Government

12 years after Bhutan’s transition away from absolute monarchy, the resilience of the  
country’s democratic institutions are being tested by the COVID-19 pandemic. It remains 
to be seen whether Bhutan will continue on the road to democracy or whether it will adopt  
authoritarian policies as a response to the crisis.

The current ruler and head of state is King Jigme Khesar Namgyel Wangchuck. Lotay 
Tshering, the prime minister, is the head of government and is nominated by the party that 
wins the most seats in the National Assembly.

The parliament is bicameral, with 
the upperhouse being known as the 
National Council (Gyelyong Tshogde) 
and the lower house as the National 
Assembly (Gyelyong Tshogdu).

Executive power lies with the Council 
of Ministers, which is led by the Prime 
Minister. Legislative power belongs 
to the goverment and the National 
Assembly and judicial power to the 
courts.

Bhutan’s justice system is more closely 
related to civil law than common law.

The country is divided into 20 districts, 
known as Dzongkhags. These district 
governments regulate commerce, run 
elections and create local governments. 
They also each have their own court.

His Majesty Jigme Khesar Namgyel 
Wangchuck is the current Druk Gyalpo 

(Dragon King) and head of state of Bhutan.

Image Source: Wikipedia

http://adrianoplegroup.com
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2.2 Gross National Happiness Index

All of Bhutan’s COVID-19 response policies have been shaped by Bhutan’s use of the Gross 
National Happiness (GNH) Index as the basis for government policy.

Gross National Happiness is a philosophical principle and statistical index used by the 
government of Bhutan to guide its policies.

The goal of the index is to reflect the happiness and wellbeing of the Bhutanese people 
more accurately than traditional economic measures.

Instead of basing government policies on material economic metrics, such as GDP, the  
Bhutanese government instead seeks to maximize the happiness of its citizens. To measure 
the happiness of the Bhutanese people, the government calculates and tracks a Gross National  
Happiness Index.

In July 2008, the Bhutanese constitution was amended to formally place the GNH at the 
heart of government policy. 

Bhutan uses a Gross National Happiness 
Index (GNH) instead of traditional 
economic metrics as a basis for 
government policy

Image Source: UPLIFT

http://adrianoplegroup.com
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The index consists of nine key domains:

Balancing Bhutan’s desire for globalization with its need to  
preserve traditional culture is at the core of the FYPs.

The objective of the 12th FYP is a Just, Harmonious and Sustainable Society through 
enhanced Decentralisation.”[K2]

The Royal Government of Bhutan also published an Economic Development Policy (EDP) 
document in 2016 which defines growth goals meant to be achieved by 2020.

•  Psychological wellbeing 
•  Health
•  Education
•  Time use
•  Cultural diversity and resilience
•  Good governance
•  Community vitality
•  Ecological diversity and resilience
•  Living standards

The index supports all policy decisions in Bhutan - government projects and policies are 
meant to maximise GNH. Potential effects of proposed policies on GNH are reviewed ahead 
of implementation, and results are tracked over time in order to evaluate impact.

Critics argue that the GNH is a propaganda tool rather than a legitimate measurement 
policy success. They argue that the GNH does not accurately track the material well being 
of the Bhutanese people, and can be manipulated to make government policies appear 
more successful than they actually are.

2.3 Five Year Plans

Since 1961, Bhutan has planned its economic policies incrementally in the form of Five 
Year Plans (FYPs). Currently, the country is following the 12th FYP, running from November 
2018 to October 2023. FYPs are published every five years by the Gross National Happiness 
Commission.

COVID-19 has disrupted many core assumptions behind the 12th FYP. The government must 
now rework and readapt the plan to match the rapidly changing economic realities of the 
post-pandemic global economy.

http://adrianoplegroup.com
https://www.gnhc.gov.bt/en/wp-content/uploads/2019/05/TWELVE-FIVE-YEAR-WEB-VERSION.pdf
https://www.moea.gov.bt/wp-content/uploads/2017/07/Economic-Development-Policy-2016.pdf
https://www.moea.gov.bt/wp-content/uploads/2017/07/Economic-Development-Policy-2016.pdf
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The Bhutanese government defines a Just Society as a society where every citizen has 
equitable access to resources and opportunities to pursue and realize individual and 
national aspirations[K2] in the Five Year Plan. In order to achieve a Just Society, the Bhutanese 
government seeks to reduce poverty and inequality, fight corruption, and promote gender 
equality.[K3]

The Five Year Plan defines a Harmonious Society as a society where every individual lives 
in harmony with oneself, community, nature, culture and traditions.[K2] Bhutan seeks to 
achieve a Harmonious Society by preserving traditions, maintaining the environment, and 
ensuring the sustainability of human settlements.[K3]

A Sustainable Society is defined in the Five Year Plan as a society able to sustain its 
social, economic and environmental development needs.[K2] This is to be achieved through 
focusing on renewable energy, economic diversity and productive capacities, and ensuring 
macro-economic stability.[K3]

Finally, the GNHC defines 
Decentralisation as giving more 
authority, accountability and 
responsibility - financial, planning 
and administrative - to sub-
national bodies such as local 
governments.[K4]

The reallocation of resources away 
from long term projects towards 
COVID-19 response efforts have 
called the 12th FYP into question. The 
need for the Bhutanese government 
to balance its project to achieve a 
more Just Society with the COVID-19 
crisis is a microcosm within the 
larger societal conflict between 
modernization and tradition.

Since 1961, the Bhutanese government has 
planned its economy in 5 year increments 
known as five year plans. Pictured here is 
the cover of the 11th five year plan which 

ran from 2013 until 2018.

Image Source: The Happiness Alliance

http://adrianoplegroup.com
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2.4 Brand Bhutan and Made in Bhutan

Recently, the Bhutanese government has placed a strong emphasis on growing its 
international image through two projects: Brand Bhutan and Made in Bhutan.

The goal of Brand Bhutan and Made in Bhutan is to leverage the traditional image of Bhutan 
in order to increase economic activity.

In 2014, the Bhutanese Department of Trade and the United Nations Development Program 
commissioned FutureBrand to spearhead the ”Made in Bhutan” initiative to increase 
international awareness of Bhutanese exports. Two years later, ”‘‘Made in Bhutan’’  was 
expanded into ”‘‘Brand Bhutan,’’” a broad rebrand of the country as a whole.[K11][K13]

FutureBrand is a British PR firm that is owned by the McCann Worldgroup. It is known for 
the rebranding campaign of American Airlines in 2013[K14] and for helping create the brand 
for the London 2012 Olympic games.[K15]

The company decided to focus on the Gross National Happiness Index in its marketing 
campaign. Futurebrand highlights Bhutan’s spirituality, tradition, natural conservation, 
and sustainable development.

FutureBrand works with Bhutanese and foreign companies operating in the country to 
help make their branding more consistent.

The global pandemic has changed the paradigm for marketing. It has made traditional 
marketing platforms obsolete, and grown the audience for online marketing efforts. This 
has created a window of opportunity for Brand Bhutan and Made in Bhutan to capture the 
attention of global markets.

Brand Bhutan and Made in Bhutan are government-led marketing initiatives to 
increase global awareness of the Kingdom’s tourism and manufacturing sectors

 

Image Source: Future Brands

http://adrianoplegroup.com
https://www.futurebrand.com/our-work/bhutan
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2.5 SEZs and the Future of Bhutanese Economic Policy

COVID-19 has revealed many critical weaknesses in the economy of Bhutan.

For example, the almost complete lack of tourists has made it difficult for many in Bhutan’s 
cities to make ends meet and has had a devastating impact on government revenue. In 2017, 
Bhutan attracted more than 250,000 tourists who brought in $80 million USD, accounting 
for 4% of GDP.[T16] In the months prior to the pandemic revenue from tourism grew to over 
$345 million USD. In order to indirectly tax tourism, the Bhutanese government relies 
heavily on a sales tax. The drop in tourism, combined with other factors, has led to a 70% 
drop in government revenue.[T15] This comes at a time when the Bhutanese government is 
most in need of resources to respond to the pandemic.
 

Agriculture exports play a major role in the Bhutanese economy. One of Bhutan’s largest 
crops, potatoes, are exported to India and account for a significant portion of the income of 
small freehold farmers. Border shutdowns have caused an 80% drop in exports, and have 
hurt many of Bhutan’s most vulnerable farmers.[T15]

Almost every other sector of the Bhutanese economy has also been hit by the pandemic.

Properly implemented SEZs will help Bhutan’s economic recovery and contribute to 
Bhutan’s GNH based economic planning. SEZs, boosted by existing initiatives such as 
Brand Bhutan and Made in Bhutan, can take advantage of Bhutan’s cultural strengths to 
bolster the economy. Diversification away from agriculture, tourism, and hydropower, will 
make the country more resilient to future crises.

Bhutanese restaurateurs have struggled to 
cope financially due to the lack of tourists

Image Source: Indiana 

http://adrianoplegroup.com
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3. Bhutan’s Educational System

3.1 Overview of Bhutan’s Educational System

Like many institutions in Bhutan, the government has struggled between the adoption of 
modern international standards and its desire to protect its cultural capital.

Bhutan’s modern educational system was born out of the first FYP which ran from 1961 
until 1966. Prior to the first FYP, less than 2,500 children were enrolled in school. By the end 
of the first FYP, that number had grown to 15,000. By 1998, more than 100,000 students were 
enrolled across more than 200 schools nationwide.

A Canadian volunteer teacher reads a book to a class at a 
secondary school in Punakha

Image Source: Just Go Jo

Even after decades of major progress, Bhutan’s educational system still faces significant 
challenges. Lack of strong internet connectivity and other infrastructure problems 
currently limit the scalability of effective, modern school programs. Bhutan also faces 
chronic shortages of teachers and educational experts.

According to the UNDP’s 2015 Human Development Report, Bhutan’s educational system is 
ranked 156th out of 188 surveyed countries.[T7] On the global UNESCO rankings of literacy by 
country, Bhutan is ranked 147th out of 168 with an adult literacy rate of 57%.[T8]

http://adrianoplegroup.com
https://justgojo.com/teaching-in-bhutan-bouncing-and-singing-hearts/ 
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Despite scoring poorly on international rankings, Bhutan is one of the countries that 
spends the most on education relative to the size of the overall economy. Bhutan spends 
6.6% of its GDP and 18.8% of its government budget on education.[T9][R1]

Bhutan’s educational system has faced its greatest ever challenge with the COVID-19 
pandemic.

Because less than 60% of the population has access to the internet, school-from-home 
programs have been largely ineffective. As a result of the lockdowns, many students were 
unable to continue their education.

The Bhutanese system now faces the challenge of harnessing the world’s increasingly 
digitized online educational system to preserve its cultural heritage.

3.2 Primary and Secondary Education

Since 1961, Bhutanese children have had a system of free government-run schools as well 
as more expensive private alternatives available to them.

Pre-primary education and preschool is available for all Bhutanese children starting at age 
four. The official starting age for primary education is six.

Primary education consists of 7 years of school beginning after Pre-primary until Grade VI. 
There are a total of 89,894 students enrolled in primary education, making up 54% of the 
overall school enrollment.[R5] The average primary school class size is 19 students.[R6] As of 
2018, the Adjusted Net Primary Enrolment Rate is about 97%.[R23]

The Druk School in Thimphu 
is one of Bhutan’s many 

private schools which caters to 
upper-income parents seeking 
a higher quality education for 

their children.

Image Source:  
Bhutan News  
Network
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The Secondary Education system consists of six years of school from Grade VII until Grade 
XII. This is broken down into 2 years of Lower Secondary school (VII-VIII), two years of Middle 
Secondary (IX-X), and two years of Higher Secondary (XI-XII).[R7] There is a large percentage 
of over-age enrollment in the Secondary Education system. In 2019, an average of 57.1% of 
enrolments were over-age in lower secondary, 59% of enrolments were over-age in middle 
secondary, and 62% in higher secondary. Notably, there are consistently more females 
enrolled in all levels of secondary education than males.[R8]

The Bhutanese government provides free tuition, textbooks, learning materials, boarding 
facilities, and food to students who are in need.[R1]

3.3 Tertiary Education

Currently there are 19 tertiary education institutions in Bhutan.[R23] Of these, only two are 
private: the Royal Thimphu College and Norbuling Rigter College.

Bhutan has achieved 4.4% growth in the number of students in higher education from 2015 
to 2019. As of 2019, there are 11,781 students attending tertiary education in Bhutan, 1,177 of 
which attend private schools.[R1]

The 2019 faculty of the Royal Thimphu College pose for a group picture.

Image Source: Royal Thimphu College
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Gaps in Bhutan’s higher education capacity have made it tempting for upper-class 
Bhutanese students to study abroad. There are currently 4,251 Bhutanese college students 
studying abroad, amounting to 24% of all students in higher education in the country.[R15] 
There are 3,855 Bhutanese students studying in India, 782 in Australia, 477 in Thailand, 
and 67 in the United States.[R14]

The first higher education program offering BA degrees began in 1983 with Sherubtse 
(Peak of Learning) College located in Kanglung. Sherubtse College’s curriculum, faculty, 
and exams were developed under the supervision of India’s Delhi University. Initially, 
students attending would receive their degree from Delhi University of India, rather than 
from Sherubtse College. Today, Sherubtse awards its own degrees in science, the arts, and 
commerce.

Most higher education institutions in Bhutan are  
state-sponsored and government run.

Notable examples include the College of Science and Technology, in Phuentsholing, which 
is Bhutan’s first engineering college and offers Master’s degrees in science and technology.
[R17] There also is the Khesar Gyalpo University of Medical Sciences. Khesar Gyalpo has four 
schools: Nursing and Public Health, Traditional Medicine, Postgraduate Medicine, and 
Reldri Academy of Health Sciences. Bhutan’s first law school, Jigme Singye Wangchuck 
School of Law, was opened in 2017, but the permanent campus is still under construction. 
The Tango University of Bhuddist Studies, located north of Thimphu, offers an intensive 
nine year Bhuddist monk program followed by meditation for 3 years 3 months and 3 days 
in the nearby Cheri monastery retreat center.[R18] Tango University was built around the 13th 
century Tango Monastery.[R19]

Bhutan’s first private college, Royal Thimphu College (RTC), was founded in 2009 and is 
located in Ngabiphu.

Bhutan’s Technical and Vocational Education and Training (TVET) is gaining in popularity, 
but, lack of technical and institutional capacity and obsolete systems have made TVET 
courses inefficient. Only about 7% of students take up TVET courses, while in countries like 
Singapore and Australia, more than 40% enroll in TVET courses.

3.4 Monastic Education

For centuries, Bhutan’s monastic education has been at the core of the Bhutanese 
educational system. The shift towards a more modernized and more Westernized 
educational system during the 1950s and 1960s was fiercely resisted due to concerns that 
it would overshadow and deteriorate the monastic educational system.

Monastic education centers, or Sangha Centres, are traditional Bhuddist schools located 
in monasteries. They play a major role in the Bhutanese educational system.

http://adrianoplegroup.com
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Monastic schools cater to students of all ages. They are structured into three different 
levels: Zhirim (primary), Dingrim (secondary), and Thorim (college). As of 2019, there are 
a total of 4,535 students enrolled in Monastic Education, with 2,607 of them between the 
ages of 13 and 18 years old.[R9]

The ultimate purpose of monastic education in Bhutan is to help its students achieve 
spiritual growth. The Sangha Centres help their students gain an appreciation of life and 
preserve a sense of self to achieve self-knowledge and acceptance.[R21]

The philosophical principles underpinning the Sangha Centres have aligned them with 
the country’s Gross National Happiness goals. The government believes that spirituality is 
fundamental to maintain a high standard of GNH for the Bhutanese people.

Monastic schools are funded and supervised by the Dratshang Lhentshog (Commission 
for the Monastic Affairs). Under the Constitution of Bhutan, the Zhung Dratshang, operates 
as an autonomous institution, and is financed according to an annual grant from the Royal 
Government.

Monastic communities in a district are headed by an abbot known as Lam Neten. These 
abbots create the Central Monastic Body with the supreme abbot, known as Je Khenpo. The 
supreme abbot is equal in rank to His Majesty the King in the civil office.R16

Bhutan’s ancient monastic 
schools continue to 

play a major role in the 
Bhutanese educational 

system, offering parents an 
alternative to modernized 

Western schooling

Image Source: Borgen Magazine

The curriculum of Sangha Centres focuses on educating 
students about Bhutanese culture, history, rational thinking, 

and an emphasis on lifelong learning. 
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Preserving traditional monastic education is critical for the survival of Bhutanese culture. 
Many proponents of the system fear that, as Bhutan becomes increasingly globalized, the 
monastic system will fade into irrelevance.

3.5 COVID-19’s Impact on the Educational System

COVID-19 has exacerbated many of the issues facing the Bhutanese educational system.

On average, 38% of public schools in Bhutan do not have internet access, and 5.3% of 
private schools are without internet access.[R2] This is caused by geographical difficulties 
and lack of infrastructure in many regions of the country.

The lack of internet connectivity has made it difficult for students to continue their studies 
while under quarantine.

The mountainous geography of Bhutan also makes it physically difficult for students 
to travel to school. While all private schools have access to motor roads, around 18.1% of 
public schools do not have access to vehicle-accessible roads.[R2]

1. Tha-Damtse Ley-Judrey
love, respect, loyalty, patriotism and unity[R11]

2. Zacha-Drosum
refers to the physical behaviors, including manners of eating, 
chewing, and walking [R12]

3. Sampa-Semke
‘Think good thoughts’ [R12]

The schools promote three core values:

http://adrianoplegroup.com
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A January 2019 government meeting to address the 
challenges facing the Bhutanese educational system

Finally, Bhutan also faces a shortage of qualified educational professionals. On average, 
there is a 3.89% teacher attrition rate.[R4] In 2018 alone, more than 4% of teachers left their 
jobs. Most resigned voluntarily. Motives included the lack of career advancement, poor 
pay, and bad working conditions. After this relatively large wave of resignation, many of the 
experienced teachers were replaced by less experienced teachers. 

This led to a proposal, approved by the lower house of parliament, doubling the monthly 
pay for teachers with more than 10 years of experience, along with the implementation 
of additional perks.[R3] With the increase in salary, teachers with more than 10 years of 
experience are now the highest-paid civil service profession in Bhutan.

COVID-19 offers Bhutan the opportunity to remake and modernize its educational system. 
By combining technology with traditional values, Bhutan can achieve its GNH goals and 
make its system more resilient to future crises.

Development of education based SEZ infrastructure in remote areas could generate 
a significant increase in internet connectivity. This access can ultimately decrease the 
cost of expensive physical textbooks, provide access to more educational material, and 
increase the quality of education.

Image Source: PM Bhutan

http://adrianoplegroup.com
https://twitter.com/PMBhutan/status/1091190202205384705/photo/1 


32

Adrianople Group | Helping Economic Zones Unlock Their Full Potential

04
Existing
SEZs in Bhutan

http://adrianoplegroup.com


334. Existing SEZs in Bhutan

Adrianople Group | Helping Economic Zones Unlock Their Full Potential

4. Existing SEZs in Bhutan

4.1 Overview of the Bhutanese Zone Program

Unlike many other countries in the region, Special Economic Zones (SEZs) currently do not 
play a major role in the industrial strategy of Bhutan.

In 2010, the Gross National Happiness Commission added clauses to its Business 
Infrastructure Policy providing for the creation of SEZs.

The goal of Bhutan’s SEZ program is to attract Foreign Direct Investment (FDI) in the 
agribusiness and manufacturing sectors. Prior to 2010, most FDI was concentrated in 
the tourism industry. The Bhutanese government sees its zones as a way to diversify its 
economy. 

Most of the zones are export processing zones with customs incentives that are strategically 
located along the border with India, Bhutan’s largest trading partner. The zones also 
provide regulatory and tax incentives designed to increase the ease of doing business for 
their tenants. The program’s incentives apply to enterprises that do business within these 
zones, as well as for the zone developers which build and administer the zones. 

Relative to other SEZs around the world, the benefits offered to zone tenants in Bhutan are 
standard. The incentives primarily focus on tax benefits and exemptions from exchange 
controls. Zone developers are offered additional regulatory benefits and incentives.[T17]

Most SEZs are still under development, and have not yet attracted significant investments.

 4.2 Existing SEZs in Bhutan

There are currently six SEZs in the country located at Dumdum, Jigmeling, Motanga, 
Bondeyma, Bjemina, and Pasakha. Four of Bhutan’s six SEZs were announced in 2013 
during the inauguration of the 11th FYP (2013 - 2018). 

The Pasakha Industrial Estate is the only zone in Bhutan that is fully operational. The Bjemina 
Industrial Estate, near Thimphu, also has several tenants and is partially operational. The 
four other zones are still under development and largely vacant.

All six zones are focused on attracting FDI, mostly from India 
and Bangladesh. The zones are all located near strategic 

transportation assets such as inland waterways and major roads.
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There are currently 6 Special 
Economic Zones in Bhutan

1

2

3

4

5

6

1. 
Dhamdum Industrial Estate

4. 
Jigmeling Industrial Park

6. 
Montanga Industrial Park

5. 
Bondeyma Industrial Park

2. 
Pasakha Industrial Estate

3. 
Bjemina Industrial Estate
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4.2.1 Pasakha Industrial Estate 

The Pasakha Industrial Estate 
was the first large industrial 
park in Bhutan, located north of 
Phuentsholing on 267 acres. It was 
established in 1988, and designated 
as a SEZ in 2010.[T18]

During the early 1990s, two anchor 
tenants, Bhutan Ferro Alloys, and 
Bhutan Carbide and Chemicals 
Limited were established in the 
industrial estate. The industrial 
estate is now home to 36 registered 
businesses, mostly in the steel 
refining industry, that have 
established themselves in the 
zone.[T18]

The Pasakha Industrial Estate, established 
in 1988, is Bhutan’s oldest industrial park 

and the only fully operational economic 

The Pasakha Industrial Estate employs 3,000 Bhutanese citizens and 500 foreigners.[T18]

In 2007, tenants of the Pasakha Industrial Estate formed the Association of Bhutanese 
Industries which played a key role in the development of the Bhutanese zone program and 
the designation of the Pasakha Industrial Estate as an SEZ.[T18]

One of the driving forces behind the success of the Pasakha Industrial Estate has been 
its location near the Indian border. Trade between India and Bhutan through the Jaigaon-
Phuentsholing border trade point, located near Pasakha, amounts to approximately $802 
million USD annually.[R36] 74% of Bhutan’s total trade volume passes through the region.[R36]

Workers outside the 
Bhutan Brewery 
in the Pasakha 
Industrial Estate 
cleaning waste as 
part of the 2019 
Bhutanese “Zero 
Waste Hour”

Image Source: Kuensel

Image Source: Association of Bhutanese Industries
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Pasakha Industrial Estate During COVID-19 

The importance of the Pasakha Industrial Estate has increased as a result of COVID-19.

Despite nationwide lockdowns, the Pasakha Industrial Estate continues operating. 
Because many essential goods are produced there, special attention has been 
placed to ensure the zone remains open.
 
Even during the early days of the pandemic, the government exempted the Pasakha 
Industrial Estate from many of the standard lockdown restrictions to ensure the 
continued flow of essential supplies.[T20]

The Department of Immigration, Department of Revenue and Customs has 
implemented a special Standard Operating Procedure (SOP) to continue operations 
should the COVID-19 cases appear in Pasakha. Should cases be detected in the 
region, the plan would coordinate the efforts of several government agencies such 
as the Department of Industries, Royal Bhutan Police, Phuentsholing Thromde 
(local government), Ministry of Health, and Association of Bhutanese Industries to 
ensure the continued operation of the zone.[T19]

Notably, the SOP states that no worker living in Phuentsholing will be allowed to 
move in or out of Pasakha. Companies have established special drop-off and pickup 
points for workers, as well as implemented staggered schedules to minimize worker 
contact between shifts. Work and transit areas are routinely sanitized. Physical 
import documents from India are deposited into sealed boxes, and 12 hours must 
pass before personnel are allowed to handle the items. Special officers have been 
trained to identify symptomatic individuals, and quarantine them.[T19]

A health worker checks 
the body temperature of 

people near the border 
town of Gelephu, Bhutan

Image Source: VICE
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4.2.2 Jigmeling Industrial Estate 

The Jigmeling Industrial Estate is a planned business park which, when complete, will be 
the largest in Bhutan.

The plan was to create a new 750 acre business park that would be significantly larger than 
the existing Pasakha Industrial Estate. Officials estimate that the project, when complete, 
will create 25,000 jobs. The Jigmeling Industrial Estate is located in Gelephu near the 
Indian border. It is close to the Gelephu Airport which opened in 2012, one of Bhutan’s only 
four airports.

The project has faced more than a decade of delays, with COVID-19 being the most recent.  

Initial feasibility studies for the construction of the industrial estate began in 2006. After 
the passage of SEZ legislation in 2010, the project was slated to become Bhutan’s flagship 
economic zone.[T23]

The first delays came due to environmental and property rights concerns. The project is 
located by the Bhur Khola river, and officials worried that construction may negatively 
impact the local ecosystem. Furthermore, 140 households needed to be relocated away 
from the construction site.[T23]

The India-Bhutan border crossing in Gelephu
Image Source: Lost with Purpose
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Approval for the project was finally granted in September 2015. By then, the 2006 feasibility 
study had expired. The project required a new feasibility study and environmental impact 
assessment.[T24]

Infrastructure development and plot allotment for the Jigmeling Industrial Estate finally 
began in June 2017.[T21] Construction continued throughout 2018 and 2019, with basic 
infrastructure reaching the 50% completion mark in July 2019.[T22] 65% completion was 
reached in May 2020.[T23] 

Prior to the pandemic, the industrial estate had already completed site electrification and 
the construction of water system. 47 out of 119 plots have been sold and early development 
has begun on 17 plots.[T25]

COVID-19 has caused further delays to the project.

In May 2020, Bhutan’s largest newspaper reported that the Jigmeling Industrial Estate [...] 
is today a vast span of forested land with paved roads and street light poles, but empty 
and abandoned.[T25]

The Ministry of Economic Affairs confirmed in August 2020 that work on the Jigmeling 
Industrial Estate would continue despite COVID-19.[T26]

4.2.3 Bondeyma Industrial Park

A June 2018 photograph of road construction 
near the Jigmeling Industrial Estate

The Bondeyma Industrial Park is a 
planned SEZ located in Mongar.

Consisting of 110 acres divided 
between 154 plots, the main 
tenants in the SEZ will be from the 
lumber industry.[T27] The park is one 
of the only interior SEZs in Bhutan, 
located more than 7 and a half 
hours from the Indian border.

Like many other SEZs in Bhutan, 
the project has faced many delays.

The Bondeyma Industrial Park was 
first announced in 2015. In August 
2017, the Ministry of Economic 
Affairs announced that the park 
would open in 2019.[T27] Those dates 
would later be revised to 2023.

Image Source: Jigmeling Industrial Park Bhutan
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Development of the physical 
infrastructure of the zone could not 
begin in earnest until the project 
received clearances from the National 
Environment Commission, National Land 
Commission, and other government 
agencies.[T28] After three years, the park 
still lacks the necessary approvals to 
begin work.

Reception for the park has been positive. 
The Bondeyma Industrial Park has 
received more than 150 applications from 
businesses exploring the possibility of 
operating in the zone. However, these 
applications have been delayed because 
the zone’s physical infrastructure has 
not yet been approved.[T28]

In early 2020, Prime Minister Lotay Tshering held meetings with the Department of Industry, 
and Gross National Happiness Commission to jumpstart the long delayed development of 
Bondeyma and other delayed zones.[T28] Weeks before the first case of COVID in Bhutan, the 
Ministry of Economic Affairs announced the creation of a one-stop-shop to facilitate the 
creation of economic zones in Bhutan.[T29]

Efforts to approve the Bondeyma Industrial Park have once again been delayed by the 
COVID-19 pandemic. It is unclear if or when work on the Bondeyma Industrial Park will 
continue.

Then Prime Minister Tshering Tobgay 
visiting the proposed site for the Jigmeling 
Industrial Estate in January 2018

The Royal Audit Authority 
signing an MOU in 2018 

establishing the contractor 
and consulting bidding 

procedures for Bondeyma and 
other industrial parks

Image Source: Tshering Tobgay

Image Source: Bondeyma Industrial Park Bhutan
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4.2.4 Dhamdum Industrial Park

Dhamdum Industrial Park is located in Samtse, on Bhutan’s southwest border with India. 
Samtse is one of the most remote and least populated regions of Bhutan.

The project has 77 plots available across 350 acres for small and medium sized agro, 
mineral, and service based projects.[T30] The project also hopes to attract several green tech 
manufacturers.[T32]

Like many of Bhutan’s other economic zones, construction of the Dhamdum Industrial 
Park has been delayed repeatedly. The park is planned to open in 2023, although COVID-19 
may cause additional delays.

The Bhutanese government announced that a total of $27 million USD would be needed 
for the project to proceed. In 2016, the Dhamdum Industrial Park received $4 million USD 
from the Indian government.[T30] Despite this, the Bhutanese government still has not yet 
succeeded in financing the project, resulting in delays.

Despite only partial financing, the 
ground was broken on August 14 2016.
[T30] This allowed for the development 
of 43 out of the 77 plots.[T32] A year 
later, the government of Bhutan 
allocated an additional $5 million 
USD to develop the remaining 34 
plots.[T31]

By November 2018, 31 projects 
applied for permits to operate in 
the Dhamdum Industrial Park. The 
Department of Industries approved 
21 out of the 31 projects, despite 
incomplete site infrastructure.[T33]

Prior to COVID-19, the Bhutanese 
government hoped to complete 
the basic infrastructure for the 
Dhamdum Industrial Park by the 
end of 2020.[T34] The extent of the 
delays caused by COVID-19 are, as of 
yet, still unknown. 

Initial surveys of the proposed site began in late 2017

Image Source: Dhamdum Industrial Park 
Bhutan
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4.2.5 Bjemina Industrial Estate

The Bjemina Industrial Estate is a small 100 acre business park located near the 
capital city, Thimphu. It is, alongside the Pasakha Industrial Estate, one of the only 
two zones in the country which has any operational tenants.

It was first announced in 2000, and like other similar projects in Bhutan, faced 
numerous delays. The estate was designated as an SEZ several years after opening 
its doors.[T35]

The Bjemina Industrial Estate is home to several small and medium sized firms in 
the automobile, lumber, brick manufacturing, and fabrication industries.[T35]

Due to chronic shortages of skilled labor, many of the firms which applied to operate 
in the zone have not established themselves yet. As of 2018, 32 firms registered with 
the Economic Affairs Ministry to operate in the Bjemina Industrial Estate. However, 
only 19 of the firms were operational and present in the zone.[T35]

As a result of COVID-19, the Bhutanese government has fast tracked the approval of 
businesses waiting to operate in the Bjemina Industrial Estate.[T36]

Highland Wood 
Enterprise, located in 
the Bjemina Industrial 
Estate, manufactures 
windows and doors for 
the European market

Image Source: BBS
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4.2.6 Montanga Industrial Park

The Montanga Industrial Park is a proposed 156 acre industrial park located in Samdrup 
Jongkhar on the Indian border. It is the only industrial park completely funded by the 
Bhutanese government.

The area is divided into three industry specific subzones: a mineral and chemical subzone, 
a forest and wood subzone, and food and agriculture subzone.[R44]

As of late 2020, work on the park has not yet started.

Construction of a Joint Venture Pharmaceutical Plant, under Azista Industries Pvt. LTD & 
Druk Holding and Investments Ltd., began on May 10th, 2018. The company is projected 
to employ 190 people conducting manufacturing, packaging, and distribution of various 
pharmaceutical products.  It will be the country’s first pharmaceutical plant. Once 
operational, the company will be dealing with 99 types of products under 17 major therapies.
[R43]

Prior to the COVID-19 pandemic, the zone was scheduled to be completed in 2023 by the 
end of the 12th FYP.

The Montanga Industrial Park is a proposed zone located on 
the Indian border near Samdrup Jongkhar

Image Source: SingYe ChenKo
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4.3 Incentives Offered by Bhutanese SEZs

SEZ incentives are outlined and provided by the Bhutan Ministry of Finance. Zones are 
currently managed by the Ministry of Economic Affairs and the Gross National Happiness 
Commission. In the future, the government of Bhutan will establish a dedicated business 
infrastructure development authority under the Ministry of Economic Affairs.[R32]

4.3.1 Fiscal Incentives for Enterprises in Special Economic Zones

• Exemption from customs duty and sales tax on imports of capital goods, raw 
materials, consumables, spares, etc. used in the production processes of the 
business

• Exemption from excise duty and sales tax on procurement of capital goods, raw 
materials, consumables, spares etc. from domestic market used in the production 
processes of the business.

• Corporate income tax holiday for a period up to 10 years
• Exemption from foreign exchange controls on payments for profits, dividends, 

loans, royalties, fees and charges relating to activities registered in the zones, raw 
materials, intermediate goods, tools and spares, supplies, construction equipment 
and building materials; and,capital transactions.

4.3.2 Additional Fiscal Incentives for Developers

• Exemption from customs duty and sales tax on imports of capital goods, raw 
materials, consumables, spares, etc.used for the construction of business 
infrastructure

• Exemption from excise duty and sales tax on procurement of capital goods, 
raw materials, consumables, spares etc. from domestic market used for the 
construction of business infrastructure.

• Tax holiday for 20 years from the date of commercial operations. Business 
infrastructure established in less developed regions will enjoy an additional 5 year 
corporate income tax holiday

4.3.3 Non-fiscal Incentives For Developers

• One stop shop managed by the appropriate regulatory agencies to set up Business 
Infrastructure operations

• Fast track project approval and licensing or rejection within 45 days
• Liberalized foreign exchange regime for easy repatriation of capital & profits, 

access to foreign currency accounts, domestic and external borrowing
• Onsite customs documentation and inspection by Customs. Resident Customs 

office for on-site customs documentation and clearance in the SEZs
• Other FDI attraction incentives
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5. SEZs as a Post-Pandemic Economic Recovery Tool

5.1 SEZs and the Global Pandemic

Around the world, SEZs like the Pasakha Industrial Estate have managed to continue 
producing essential goods, despite the coronavirus.

When the next crisis comes, Bhutan will need more zones like the Pasakha Industrial 
Estate that can continue operating despite harsh economic circumstances.

The pandemic has proven that Bhutan’s economy needs to be diversified away from 
agriculture and tourism to become more resilient to future crises. It has disrupted 
government economic planning, revealed weaknesses in Bhutan’s educational system, 
and caused further delays to its already distressed zone program.

If Bhutan is to successfully diversify its economy, it will need help from foreign investors 
to invest in new industries. But bringing in foreign investors comes at a cost - it risks 
displacing local Bhutanese businesses, and disrupting traditional ways of life.

Residents of Thimphu queue to buy groceries during 
the nationwide COVID-19 lockdown in August 2020

Image Source: Asia Times
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At the root of many policy problems in Bhutan 
lies the centuries old question of balance: how can 
Bhutan open itself to the world, without sacrificing its 
cultural heritage and sovereignty?

Bhutan needs a new and radically innovative 
zone program, designed from the ground up to 
both attract and contain foreign investment. This 
program will need to be structured to cater to new 
types of businesses which have not yet gained 
a foothold in the country. It will need to amplify, 
rather than deteriorate, Bhutan’s traditional ways 
of life.

The radically innovative 
zones of tomorrow don’t 
need to overwrite local 
customs - they should 
instead bolster them, 
making them stronger 
in the face of the 
challenges caused by 
globalization.

5.2 Crossborder SEZs to Contain Pandemics and Stimulate Trade

Cross-border SEZs can accomplish the seemingly paradoxical objectives of bolstering 
trade while implementing quarantine measures to prevent future pandemics.

The geographically contained and fenced-in nature of SEZs makes them perfect for 
quarantining goods and people entering the country, while still being permeable enough 
to allow trade.

Authorized government 
workers deliver 
essential supplies 
to a Border Roads 
Organisation office in 
Chapcha, Bhutan

Image Source: Wikipedia
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As Bhutan works to contain the spread of the virus, transmission from India is an ever-
present risk. Several of the free zones are located on the Indian border, and could be 
leveraged to help contain future viruses.

Pasakha has continued operating and producing essential supplies, while simultaneously 
implementing successful quarantine policies that have prevented major outbreaks. Once 
the remaining border zones become operational, they will bolster Bhutan’s capacity to 
weather future pandemics. Even vacant zones, like Jigmeling and Dhamdum, could be used 
to create temporary quarantine facilities for offloading and sanitising imported goods.

In addition to completing its existing zones, the creation of new SEZs can further help 
Bhutan manage future pandemics.

The India-Bhutan Agreement on Trade, Commerce and Transit which was last renewed in 
2016, allows for free trade and commerce between India and Bhutan. The pact provides for 
21 entry or exit trade points between India and Bhutan. This includes 10 trade points with 
Land Customs Stations at the Indo-Bhutan border.[R36]

These trade points create potential for a cross border SEZ model loosely based off of the 
Khorgos Eastern Gate Special Economic Zone on the Sino-Kazakh border. Businesses 
operating in Khorgos are exempt from import tariffs, land tax, property tax, and value-
added tax.[R35] This makes it into an appealing warehousing and logistics hub for Chinese 
and Kazakh businesses. Khorgas also implemented many successful quarantine measures 
which successfully contained the spread of COVID-19 in the zone.

Giving the India-Bhutan trade points SEZ status and implementing effective quarantine 
measures can allow Bhutan to take advantage of trade with India without exposing the 
country to infection.

Government workers deliver 
supplies to quarantined 
foreign embassies in 
Thimphu

Image Source: Wikipedia
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5.3 Hydropower Industrial Zones 

The Bhutanese government is 
already considering creating 
SEZs to cater to energy-intensive 
industries as a tool for post-
pandemic economic recovery.

In July 2020 the Bhutan Chamber of 
Commerce and Industries gave the 
presentation Bhutan’s Roadmap to 
2030: A Private Sector Perspective. The 
presentation called for a Special 
Economic Zone belt with separate 
regulations and all infrastructure 
to be managed by the SEZ, with 
promotion of energy intensive 
industries that use available 
natural resources.

Dams such as the Tala 
Hydropower Plant have 
already turned Bhutan 
into the hydropower 
capital of the world

The mountainous Himalayan geography has given Bhutan significant potential for 
hydropower. Hydropower sales to India is already Bhutan’s largest export. It accounts for 
14% of Bhutan’s GDP and 27% of Bhutan’s government revenue.[T37]

Bhutan’s cheap electricity makes it perfect for a wide variety of energy-intensive industries 
ranging from metallurgy to cryptocurrency mining to paper production.

Bhutanese government officials inspect 
construction of the Chukha Hydropower 

Project in late 2016

Image Source: Druk Green

Image Source: The Third Pole
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5.4 Yung Drung City

In addition to Bhutan’s 6 existing zones, there is currently a plan to create a more forward 
thinking and innovative project.

Yung Drung City is a next-generation education centered project, and could help revive the 
post pandemic economy.

The goal of the project is to create a master planned city focused on green technology, 
organic agriculture, high end manufacturing, education, and R&D. These goals are in line 
with the Bhutanese government’s long term economic plans as delineated by the Gross 
National Happiness Commission and the 12th FYP.

The project is subdivided into three stages. The first stage is to attract the processing 
and manufacturing industries, the second is to grow the educational sector, and finally 
research and development. 

Yung Drung is planning to develop a pilot park located in southern Bhutan. It will include 
3DCP construction materials with D-shape assembly units as a way of attracting future tech 
entrepreneurs, and creating high quality infrastructure to attract foreign businesses. Yung 
Drung is building the ‘South Asia 2030 Future Fund’ to finance innovative zone tenants and 
critical regional infrastructure for posterity.

The Zhemgang District, Yung Drung City’s planned location, is one of the 
most biodiverse and culturally rich regions of Bhutan

Image Source: Tourism Council of Bhutan
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6. Conclusion
Many philosophers and social scientists have compared culture to a virus. It spreads 
between individuals, can devastate societies, and can be stopped through isolation.

In many ways, Bhutan’s struggle to contain the coronavirus mirrors its struggle to preserve 
its traditional culture in the face of globalization. Bhutan’s return to isolation kept it safe 
from the virus, but has devastated its economy. Bhutan knows that opening up is vital for 
the material well being of its people, but that opening will increase cases of the disease.

From a logistical perspective, the challenge of containing a coronovarius are reminiscent 
of the challenges of containing a cultural virus.

Well implemented SEZs offer a neat solution to both problems.

Cross border zones can facilitate the export-import industry, while preventing the spread of 
harmful ideas and diseases. Hydropower zones can leverage Bhutan’s existing geographical 
advantages, and cement its place as a world leader in sustainability. Cannabis tourism 
zones can help Bhutan profit from a growing global industry, and allow it to pre-empt the 
problems caused by foreign tourists.

Projects like Yung Drung City most strongly exemplify the solution to Bhutan’s problems.

Yung Drung City can serve as a destination for foreign investment without destroying 
native Bhutanese industry. It can quarantine a virus, or can serve as a gateway to the world. 
It can modernize education in a manner that is respectful of local tradition.

Solutions such as SEZs can help Bhutan balance the embracement of modernity with the 
preservation of its identity. Ultimately, however, Bhutan will have to remain forever vigilant 
if it wants to continue fighting for the happiness of its citizens and seeking the best of 
both worlds.
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