Services snapshot

SERVICES AT A GLANCE

KEY SERVICES DATA1, 2013
Services2 share of industry value added 2012: 70%
(down 4% points since 2011)
Services share of employment: 36%
Trade3 in services contribution to GDP: 17%

(double the figure in 2012)
Services trade deficit: US$ 49 million
(down 46% since 2009)
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(up 5% points since 2009)
Services share of total exports: 18%

Services exports: US$ 123 million
(up 26% since 2012)
Services exports annual growth: 26%
(up 21% points since 2009)
Services imports: US$ 171 million
(down 9% since 2012)
Services export composition: travel (69%),
transportation (27%), other (4% of which 3% insurance
and 1% communications)
Services import composition: travel (37%),
transportation (19%), other (44% of which 30%
construction, 10% business, 2% insurance, 2%
communications)
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Bhutan

GDP growth in Bhutan dived from 12% p.a. in 2010 to
2% p.a. in 2013. However, Bhutan made progress
across many social indicators: the poverty headcount
ratio dropped from 23% in 2007 to 12% in 2012 and
unemployment fell from 4% in 2009 to 2% in 2012.4 In
2013, the share of the services sector in total
employment was 36%, 7% points more than its share
back in 2009.5
In value-added terms, the services sector contributed
70% of GDP (see figure 1). Services contributed more
than three times as much as agricultural sector’s
contribution to GDP growth in 2012.6
Services exports from Bhutan more than doubled from
US$ 53 million in 2009 to US$ 123 million in 2013 (see
figure 2). Services exports growth increase by more
than 3% points from 2012 to 2013 (see figure 3) mainly
due to growth in travel services, in particular
international inbound tourism (see figure 4).
The net deficit on services trade account improved
from US$ 90 million in 2012 to US$ 49 million in 2013
mainly due to this rise in exports but also a decline in
imports. The share of services in Bhutan’s total exports
doubled from 9% in 2009 to 18% in 2013.

Bhutan signed the South Asian Association for
Regional Cooperation (SAARC) Agreement on Trade in
Services (SATIS) at the sixteenth SAARC Summit held
in Thimphu in April 2010.7,8 This agreement aims to
liberalize trade in services among member countries of
SAARC. The schedule of commitments is not yet
finalized.
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Bhutan has a net trade surplus in electricity 6,9 (see
figure 6); imports are negligible. Hydropower
accounted for 48% of Bhutan’s total exports in 2012.
Though most of its hydropower potential remains
untapped, Bhutan generates 6 to 7 billion Kwh of
power p.a., most of which is exported to its largest
trading partner, India. Construction services imports
increased by 66% from 2012 to 2013 largely due to the
development and maintenance of hydropower
projects.6
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tourists, accounting for 55% of total tourist arrivals.
The international market, accounting for 45% of tourist
arrivals is dominated by tourists from Asia and
Pacific. Gross earnings generated from international
tourism stood at US$ 63.5 million in 2013, a 33%
increase since 2011.12
Transport services

SERVICES SUBSECTORS
Travel services
Bhutan was a net exporter of travel services in 2013
(see figure 7). Travel services occupy the largest share
of services exports, accounting for about 69% of
services exports in 2013. Exports in travel services rose
rapidly by 38% p.a. in 2013, contributing to overall
improvement in the balance-of-payments deficit (see
figure 2).
In 2010, the Royal institute of Tourism and Hospitality
was established to help build the hospitality sector’s
capacity.10 Tourist arrivals reached a new peak at
116,209 in 2013, most tourists visiting Bhutan for
leisure.11 Growth was driven by an increase of regional

Bhutan’s trade in transport services is dominated by
air transport. Bhutan was a net exporter of transport
services from 2006 to 2008 but a net importer from
2009 until 2012 (see figure 8). Bhutan again became
a net exporter of transport services in 2013 as imports
fell by 46% over the previous year, helping to reduce
the overall services deficit (see figure 5). Its trade
pattern closely follows that of trade in goods. In 2013,
transport services accounted for 27% of services
exports.
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The number of roads built has increased steadily, but
the share of paved road has continuously declined
from 56% in 2005 to 34% in 2011. Road development
remains a challenge due to Bhutan’s mountainous
terrain. In 2014, Bhutan received a moderate rating of
2.29 out of 5 on the World Bank logistics performance
index which reflects quality of trade and transport
related infrastructure.4

FOREIGN DIRECT INVESTMENT (FDI)
Net FDI inflows in early 2000s were relatively low and
focused mainly on the hospitality sector. Net inflows
soared in 2007 at US$ 72 million due to rising
investment in hydroelectricity. In 2010, Bhutan revised
its FDI policy introduced in 2002, to further liberalize
foreign investment in a more diversified range of
industries.13 18 new FDI projects were approved
within 4 years under the revised policy compared with
19 projects in 9 years under the original policy.14 FDI
inflows more than doubled in 2013, bringing total net
FDI inflows to US$ 50 million (see figure 9).4
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