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Introduction
Bhutan, the Land of the Thunder Dragon, has long fascinated the world with its unique
approach to development. Nestled in the Eastern Himalayas, this small nation
distinguishes itself not through economic might, but through its singular pursuit of
Gross National Happiness (GNH)—a development philosophy that prioritizes the
collective well-being and happiness of its people over pure material gain. GNH
permeates every aspect of Bhutanese policy-making, including its approach to
economic growth and business.

In recent decades, Bhutan has signaled a strong commitment to balanced, sustainable
development. The country’s economic trajectory, though modest in scale compared to
global giants, is marked by remarkable achievements in human development,
environmental conservation, and governance. Bhutan’s strict conservation policies,
respect for tradition, and integrated sustainability goals shape its business
environment in ways quite unlike any other nation.

The purpose of this book, "Doing Business in Bhutan: A Comprehensive Guide For
Prospective Entrepreneurs," is to offer a detailed, practical, and nuanced resource for
anyone considering starting or expanding a business in Bhutan. Unlike general
business guides, this book delves deep into Bhutan’s specific regulatory frameworks,
cultural considerations, opportunities, and potential pitfalls that entrepreneurs must
navigate. It aims to equip readers with the contextual understanding and actionable
information needed to engage with Bhutan’s unique marketplace.

The pages that follow explore multiple facets of the Bhutanese business landscape:
from key economic indicators and priority investment sectors, to legal requirements,
business culture, infrastructure, and practical steps for establishing a new venture.
Entrepreneurs will find data-backed analysis, best practices, and insider insights based
on Bhutan’s current laws and social norms. 

The Bhutanese market presents both distinctive opportunities and particular
challenges. Factors such as its small domestic market, landlocked geography, and the
primacy of sustainable development affect every step of doing business. For those
with the patience to navigate complex procedures and the vision to align with the
nation’s values, Bhutan offers rare prospects for growth—especially in sectors like
hydropower, eco-tourism, agriculture, and creative industries.

Ultimately, this book seeks to clarify what sets Bhutan apart as an investment
destination and to provide the guidance necessary for business leaders to succeed
here. Whether you are an international investor, a local entrepreneur, or a
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development partner, this comprehensive guide will be your trusted companion on the
journey of doing business in Bhutan.
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CHAPTER ONE: Bhutan at a Glance: Geography,
People, and Society
Welcome to Bhutan, or as its people know it, Druk Yul – the Land of the Thunder
Dragon. This small, landlocked kingdom, perched precariously amidst the towering
peaks of the Eastern Himalayas, often evokes images of Shangri-La, a hidden
sanctuary untouched by time. While modernization has certainly arrived, Bhutan
retains a unique character, shaped profoundly by its dramatic geography, its resilient
people, and a deeply ingrained Buddhist ethos. For any prospective entrepreneur,
understanding this foundational context is not just helpful; it's essential. The physical
terrain, the cultural landscape, and the societal norms intertwine to create the specific
environment in which business operates. Ignoring these fundamentals would be like
navigating treacherous mountain passes blindfolded.

Geographically, Bhutan is defined by the formidable Himalayas. Sandwiched between
the Tibetan plateau of China to the north and the plains and hills of India (Sikkim, West
Bengal, Assam, Arunachal Pradesh) to the south, west, and east, its location has
historically contributed to its isolation and independence. The country covers a
relatively small area, approximately 38,394 square kilometers, making it comparable
in size to Switzerland or the combined area of Maryland and Delaware in the United
States. Yet, within this compact space lies an astonishing range of altitudes and
climates, a direct consequence of its mountainous nature.

The terrain can be broadly divided into three distinct zones. In the south, along the
border with India, lie the Duars Plain, a narrow strip of subtropical foothills
characterized by dense forests, high humidity, and heavy rainfall during the monsoon
season. This area serves as a gateway to the Indian plains and hosts significant
commercial activity. Moving northwards, the elevation rises sharply into the Inner
Himalayas. This zone encompasses the fertile, temperate valleys where most of the
population resides and agriculture flourishes. Valleys like Paro, Thimphu, Punakha,
Wangdue Phodrang, and Bumthang are the cultural and political heartlands of the
nation. Finally, the northern region comprises the Great Himalayas, with towering,
snow-capped peaks exceeding 7,000 meters, alpine meadows, and sparse vegetation.
This rugged, sparsely populated area forms a natural barrier with Tibet.

This dramatic topography dictates almost everything, from where people live to how
goods are transported. The steep slopes and deep valleys make infrastructure
development, particularly road construction, incredibly challenging and expensive.
Transport corridors primarily run east-west through the central valleys, with north-
south connections being limited and often arduous. The high mountain passes can be
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blocked by snow in winter, and monsoon rains frequently trigger landslides, disrupting
travel and supply chains. This geographical reality is a fundamental constraint that
businesses must factor into their logistics and planning. Entrepreneurs accustomed to
flat terrains and extensive transport networks will find Bhutan demands a different,
more patient approach.

Bhutan’s climate mirrors its altitudinal variation. The southern foothills experience a
hot, humid subtropical climate, ideal for certain types of agriculture but also prone to
diseases like malaria historically. The central valleys enjoy a temperate climate with
warm summers and cool, dry winters – pleasant conditions that support diverse
farming and settlements. The northern high-altitude regions endure harsh alpine or
even polar conditions, with year-round snow cover on the highest peaks. Overlaying
this is the powerful influence of the Indian monsoon, which typically lasts from June to
September, bringing heavy rainfall, especially concentrated in the southern and
central regions. This seasonal pattern impacts agriculture, construction schedules, and
transportation reliability.

Despite its small size, Bhutan is rich in water resources, primarily its swift-flowing
rivers fed by glacial melt and monsoon rains. These rivers, carving deep gorges
through the mountains, represent the country's most significant natural resource:
hydropower potential. This potential is already being harnessed, forming the backbone
of the Bhutanese economy and its primary export (electricity sold mainly to India).
Forest cover is another vital asset; Bhutan is constitutionally mandated to maintain at
least 60% of its land under forest cover for all time. Currently, it exceeds this, with
coverage estimated at over 70%, making it one of the greenest countries on Earth.
This commitment reflects a deep-seated environmental ethic and has resulted in
Bhutan being one of the few carbon-negative countries globally, absorbing more
carbon dioxide than it emits. Mineral resources exist but are exploited cautiously to
minimize environmental impact.

The implications of this geography for business are manifold. The hydropower sector
offers significant investment opportunities, albeit often requiring large-scale
partnerships. The vast, protected forests support potential in sustainable forestry, non-
timber forest products, and, crucially, underpin the high-value, low-impact tourism
model focused on pristine nature and culture. Agriculture is concentrated in the fertile
valleys, with government policy increasingly promoting organic farming. However, the
mountainous terrain limits arable land. Furthermore, the landlocked status means all
international trade, apart from that with China (which is minimal due to geographical
and political reasons), must transit through India, adding logistical complexity and
reliance on its large neighbor.

Turning to the people, Bhutan has a small population, estimated to be around 780,000
inhabitants. This results in a low population density overall, although settlements are
clustered in the more habitable valleys. The population comprises several ethnic
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groups, each with distinct origins and cultural practices, contributing to the nation's
diverse tapestry. Understanding these groups is key to grasping internal social
dynamics and regional variations.

The Ngalop people, believed to have migrated from Tibet centuries ago,
predominantly inhabit the western and central regions. They are often associated with
introducing Buddhism to Bhutan and have historically been the dominant political and
cultural group. The national language, Dzongkha, originates from this group. In the
eastern part of the country, the Sharchops reside, believed to be the earliest
inhabitants of Bhutan, with linguistic and cultural ties possibly extending towards
Southeast Asia. Their language, Sharchopkha (or Tsangla), is widely spoken in the
east. The third major group is the Lhotshampas, residing in the southern foothills.
They are primarily ethnic Nepalis who began settling in the region from the late 19th
century onwards, bringing with them their language (Nepali/Lhotshamkha) and
predominantly Hindu faith. Relations between the government and the Lhotshampa
community have seen periods of significant tension, particularly in the late 1980s and
early 1990s, an aspect of recent history that sometimes surfaces in discussions about
Bhutanese society. Besides these main groups, there are smaller indigenous
communities like the Brokpas of Merak and Sakteng, the Layaps, and the Doyas, each
with unique customs and livelihoods.

Language reflects this ethnic diversity. While Dzongkha is the official national
language, mandated for government administration and taught in schools, its
everyday use as a mother tongue is primarily concentrated in the west. Sharchopkha
dominates the east, and Lhotshamkha (Nepali) is prevalent in the south. Given this
linguistic variety, English plays a crucially important role. It is the medium of
instruction in most schools beyond the initial primary years and is widely used in
government, commerce, and the media. For international entrepreneurs, the
widespread use of English among the educated population significantly eases
communication challenges, providing a practical lingua franca for business
interactions. However, sensitivity to local languages and the importance of Dzongkha
as a national symbol is appreciated.

Religion permeates almost every aspect of Bhutanese life. Vajrayana Buddhism
(specifically the Drukpa Kagyu school) is the state religion and is deeply interwoven
with the nation's culture, identity, and governance. Majestic dzongs (fortress-
monasteries), temples, prayer flags fluttering on hillsides, and ubiquitous stupas
(chortens) are constant visual reminders of faith's centrality. Monks and religious
institutions play a significant role in society, not just spiritually but also culturally and
historically. Buddhist values emphasizing compassion, mindfulness, interdependence,
and respect for all sentient beings strongly influence social norms and even national
policy, most notably the philosophy of Gross National Happiness (which Chapter 2 will
explore in depth). While Buddhism holds sway, the constitution guarantees religious
freedom. Hinduism is practiced widely by the Lhotshampa community, and there are
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small Christian and other minority religious populations. Understanding the profound
influence of Buddhist principles is crucial for comprehending Bhutanese motivations,
ethics, and social interactions.

Population distribution is heavily skewed towards the fertile central valleys and the
southern border towns. Thimphu, the capital city located in the west-central region, is
the main administrative, political, and commercial center, experiencing rapid growth
and urbanization. Phuentsholing, situated on the southern border with India, is the
primary commercial gateway, handling most of the country's surface trade. Paro,
home to the country's only international airport, is another significant western town.
Other district headquarters (dzongkhags) serve as smaller regional centers. Like many
developing nations, Bhutan is experiencing gradual urbanization as people move from
rural areas seeking education and employment opportunities, placing pressure on
urban infrastructure and housing but also concentrating markets and labor pools.

The structure of Bhutanese society, while influenced by traditional hierarchies linked
to nobility and religion, is generally considered more egalitarian than many of its
South Asian neighbors. Strong community bonds and kinship ties are characteristic,
particularly in rural areas. Family plays a central role, often involving extended family
members in decision-making and support networks. Respect for elders is deeply
ingrained. While modernization is bringing changes, these traditional social structures
remain influential and impact business practices, particularly regarding trust,
networking, and employee relations. Building personal relationships is often as
important as formal contracts.

Culturally, Bhutan fiercely protects its unique traditions. This is evident in the
distinctive architecture, characterized by intricate woodwork, colourful motifs, and
sloping roofs, which is mandated for most new constructions, preserving a unique
visual identity. The national dress – the ‘Gho’ for men (a knee-length robe tied at the
waist) and the ‘Kira’ for women (an ankle-length dress accompanied by a jacket called
a ‘tego’ and an outer jacket called a ‘wonju’) – is required attire in government offices,
schools, and during formal occasions. It remains common daily wear for many
Bhutanese, symbolizing national identity and pride. Understanding and respecting
these cultural markers is vital for anyone doing business.

Furthermore, a traditional code of etiquette known as ‘Driglam Namzha’ governs
behavior, conduct, and dress. While its strictest adherence might be less common in
everyday urban life, its underlying principles of respect, deference, and mindful
conduct continue to shape social interactions. Showing respect, practicing patience,
and avoiding confrontation are highly valued. Public displays of anger or impatience
are frowned upon and counterproductive. Colourful religious festivals called
‘Tshechus’, featuring masked dances and religious allegories, are major events in the
social calendar, reinforcing cultural values and offering vibrant spectacles that also
attract tourists.
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The values underpinning Bhutanese society are heavily influenced by Buddhist
philosophy. Concepts like ‘Tha Damtshi’ (loyalty, commitment, integrity) and ‘Ley
Judre’ (cause and effect, or karma) inform ethical considerations. There's a strong
emphasis on collective well-being over individual gain, a principle reflected in the GNH
philosophy. Respect for nature is not just policy but a lived value for many, rooted in
the belief of interconnectedness. These values can translate into a workforce that may
prioritize harmony and job security over purely financial incentives, and a business
environment where ethical conduct and social responsibility are expected.
Entrepreneurs whose business models align with these values, particularly those
focused on sustainability and community benefit, may find a more receptive
environment.

The education system has made significant strides in recent decades. The government
provides free education from primary up to tertiary levels, contingent on academic
merit for higher studies. Literacy rates have improved dramatically, especially among
the younger generation. As mentioned, English serves as the primary medium of
instruction for many subjects, resulting in a young workforce with relatively good
English proficiency compared to some neighboring countries. Several colleges and
vocational training institutes aim to equip youth with relevant skills, although gaps
remain between educational outcomes and specific industry needs – a common
challenge addressed later in the book.

Healthcare is another area of government priority, with free access to basic public
healthcare services provided to all citizens. This contributes significantly to improving
well-being and life expectancy. Major hospitals are located in Thimphu and regional
centers, supplemented by a network of Basic Health Units (BHUs) reaching rural areas.
While specialized treatments may require travel abroad (often to India), the
commitment to universal basic healthcare underscores the GNH focus on human
welfare.

Bhutanese society today is navigating a complex transition, balancing its deeply
rooted traditions with the inevitable forces of modernization and globalization. The
arrival of television and the internet in 1999 opened the country to external influences
at an unprecedented pace. Mobile phone penetration is high, and social media usage
is widespread, particularly among the youth. This brings both opportunities and
challenges, fostering new connections and access to information while also creating
potential pressure on traditional values and lifestyles. Young Bhutanese have global
aspirations, seeking modern education and diverse career opportunities, yet often
retain a strong sense of national identity and cultural pride. Understanding this
dynamic interplay between tradition and modernity is key to engaging effectively with
Bhutanese partners, employees, and consumers.

Regarding gender roles, Bhutanese society is often considered matrilineal in some
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aspects, particularly concerning land inheritance, which traditionally passes through
the female line in many communities. Women have historically played significant roles
in agriculture, household management, and local commerce. In recent times, women
have made substantial progress in education and professional fields, holding positions
in government, business, and civil society. While challenges related to gender equality
certainly exist, as they do globally, Bhutan generally fares well in regional
comparisons regarding female participation and empowerment. Entrepreneurs will find
women actively involved in the workforce and decision-making across various sectors.

Therefore, the Bhutan presented to the prospective entrepreneur is not a mythical,
static utopia, but a dynamic nation shaped by dramatic mountains, defined by its
distinct cultural and religious identity, and populated by a small but diverse populace
navigating the currents of the 21st century. Its geography imposes real constraints but
also offers unique resources like hydropower and pristine ecosystems. Its people hold
strong traditional values yet embrace modern education and technology. Its society
prioritizes collective well-being and cultural preservation while cautiously opening to
foreign investment and ideas. This intricate blend of geography, people, and society
forms the essential backdrop against which all business activities unfold. Appreciating
these nuances is the first, crucial step towards building a successful and sustainable
venture in the Land of the Thunder Dragon. The following chapters will build upon this
foundation, exploring the unique philosophy that guides development, the structure of
the economy, and the specifics of the regulatory environment.
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