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FINANCIAL ANALYSIS 

A. Introduction

1. As part of the financial due diligence for the proposed project under the Asian

Development Bank (ADB) Asia Pacific Vaccine Access Facility (APVAX), financial analysis was

conducted following ADB’s Financial Analysis and Evaluation Technical Guidance Note.1 The

project will have two outputs: (i) safe and effective coronavirus disease (COVID-19) vaccines

delivered, and (ii) accessibility of primary health care and immunization services and disease

surveillance capacity improved. ADB will provide $10 million for output 1 via the rapid response

component of APVAX, while the Japan Fund for Prosperous and Resilient Asia and the Pacific

(JFPR) will provide $3 million for output 2 through the project investment component of APVAX.

2. The Ministry of Finance is the executing agency, and the Ministry of Health (MOH) is the

implementing agency. The MOH depends on budget support from the Government of Bhutan to

fund its programs and activities. This financial analysis focuses on the financial sustainability of

the APVAX project investment component. The financial analysis assessed the government’s

fiscal capacity to provide (i) adequate budget support, (ii) the government’s commitment to the

health sector, (iii) analyze the historical budget performance, and (iv) prepare financial projections

information.

B. Government’s Fiscal Position

3. Bhutan’s gross domestic product (GDP) compound annual growth rate from 2015 to 2019
is 8.5% which is mainly contributed by significant public investments in hydropower. The COVID-
19 pandemic led to a 10.8% decline in gross domestic product (GDP) in 2020 as described in
Table 1, as two nationwide lockdowns and stringent pandemic measures restricted economic
activities. The economy is expected to rebound with growth of 4.1% in fiscal year (FY) 2022.2 The
government faces various fiscal constraints, including a fiscal deficit, a current account deficit,
and rising government debt. The government has implemented fiscal measures through prudent
spending, efforts to improve tax collection, and prudent debt policy. As part of the medium-term
economic outlook, the government aims to contain the fiscal deficit to less than 3% of GDP until
2023. Except in 2020, the government has successfully contained the annual fiscal deficit below
the 3% target. Further, the current account deficit is gradually narrowing from 27.37% in 2015 to
15.82% in 2019.

Table 1: Selected Macroeconomic Indicators 

Indicators FY2015  FY2016  FY2017  FY2018  FY2019  FY2020 

GDP (Nu million) 128,535 145,073 159,572 167,340 178,202 171,573 
GDP growth rate (%) 6.64 8.13 4.65 3.06 5.76 (10.08) 
Actual fiscal deficit (% of GDP) ... 1.10 3.30 0.30 1.50 6.03 
Target fiscal deficit (% of GDP) ... 3.20 4.06 4.00 3.00 3.00 
Current account balance (% of GDP) (27.37) (28.84) (22.06) (19.54) (15.82) ... 
Central government debt (% of GDP) 96.50 113.00 106.58 106.19 100.57 129.06 

... = data not available, ( ) = negative, GDP = gross domestic product.  

Note: The fiscal year of the Government of Bhutan and its agencies ends on 30 June. “FY” before a calendar year 

denotes the year in which the fiscal year ends, e.g., FY2022 ends on 30 June 2022. 

1 ADB. 2019. Financial Analysis and Evaluation: Technical Guidance Note. Manila. 
2 Ministry of Finance. 2021. National Budget: Financial Year 2021–22. Thimphu. 

http://www.adb.org/Documents/RRPs/?id=55083-001-3
http://www.adb.org/Documents/RRPs/?id=55083-001-3
https://www.adb.org/sites/default/files/institutional-document/535126/financial-analysis-evaluation-guidance-note.pdf
https://www.mof.gov.bt/wp-content/uploads/2021/05/BUDGET-REPORT-FY-2021-22_ENGLISH.pdf


2 

 

 

Sources: Ministry of Finance. 2015-2020. Annual Financial Statements of the Royal Government of Bhutan. Thimphu; 

National Accounts Statistics. Thimphu; and International Monetary Fund. 2015-2019. Balance of Payments Statistics 

Yearbook and data files. 

 
 

C. Financial Sustainability 
 

4. Government commitment. Bhutan’s Constitution mandates the government to provide 

access to free public health services, including vaccinations. Like many countries around the 

world, the COVID-19 pandemic continues to impact health and livelihoods in Bhutan. The 

government is committed to ensuring public health and safety and maintaining public confidence 

and macroeconomic stability. In its budget report for FY2022, COVID-19 containment efforts were 

the government’s priority activity, with a budget of Nu3,000 million, out of which Nu2,000 million 

is kept under the General Reserve while Nu1,000 million is being mobilized to support the 

quarantine, COVID-19 test kits, personal protective equipment, and vaccines, among other things. 

In addition, to support the economic recovery and promote growth, the government has 

established the National Resilience Fund of Nu30,000 million. 

 

5. Health expenditure trends. The health sector is largely publicly financed in Bhutan. The 

total health expenditure as a percentage of GDP is 4.0%–4.4%, based on financial information 

from the last 5 years. Current health expenditures have risen steadily from FY2016 to FY2020, 

with a compound annual growth rate of 10.7%. Capital formulation expenditures are on its highest 

from FY2017 to FY2018, with a compound annual growth rate of 8.1% from FY2016 to FY2020. 

Table 2: Bhutan’s Health Sector Expenditure  
(Nu million) 

Item 2016 2017 2018 2019 2020 Average CAGR 

Current health expenditurea 4,896  5,091  5,301  6,233  7,656  5,630  10.7% 
Capital health expenditurea 918  1,372  1,392  979  1,048  1,070    8.1% 
Total health expenditure       

(% of GDP)  4.4   4.3   4.1   4.0   4.5   4.3    0.5% 
           Total 5,814  6,463  6,693  7,212  8,704  6,700  10.4% 

CAGR = compound annual growth rate, GDP = gross domestic product. 

Note: The fiscal year of the Government of Bhutan and its agencies ends on 30 June. “FY” before a calendar year 

denotes the year in which the fiscal year ends, e.g., FY2022 ends on 30 June 2022. 
a  Total current health expenditure in the country, inclusive of government, private individuals (out of pockets), cost of 

health care, borne by employers and cost borne by nongovernment organizations on health-related activities. 

Source: Government of Bhutan, Ministry of Health. 2021. Annual Health Bulletin 2021. Thimphu. 
 

6. Historical budget performance. Despite the tight fiscal space, the MOH’s compound 

annual growth rate from FY2017 to FY2021 is 11.7% for current budget and 26.0% for capital 

budget. The MOH’s actual current and capital expenditure growth rate is better than the total 

health sector expenditure growth (Table 2). The FY2022 budget speech included a strategy to 

develop a resilient health system and allocated Nu9,236 million to the health sector for FY2022. 

The government continues to prioritize strengthening public health services, including capital 

spending on the construction, and upgrading of basic health units. The average utilization rate 

from FY2017 to FY2021 was 115% for current budget and 133% for capital budget respectively 

(Table 3). From FY2017 to FY2021, the government revised the initial budget allocation to expand 

health sector expenditure and enhance public service delivery. This demonstrates the MOH’s 

good budget performance and ability to absorb additional budget, and the government’s strong 

commitment to the sector by fulfilling health expenditure requirements. This is supported by the 

results of the most recent (2016) public expenditure and financial accountability (PEFA) report, 
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where Bhutan’s overall performance on expenditure outturn compared with the original approved 

budget was rated “A,” up from “B” in the 2010 PEFA report.3  

Table 3: Ministry of Health Budget Utilization, FY2017–FY2021 
(Nu million) 

Item 2017 2018 2019 2020 2021 Average CAGR 

Current (approved) 948.2  932.2  1,060.7  1,262.5  1,478.5  1,136.4  11.7% 
Capital (approved) 821.6 1,440.0 303.7 1,042.3 2,071.5 1,135.8  26.0% 
Current (revised) 1,027.3 1,149.6 1,284.8 1,934.8 1,673.3 1,414.0  13.0% 
Capital (revised) 1,039.4 1,554.5 1,159.2 1,606.3 2,927.9 1,657.5  29.6% 
Current (actual) 962.2  1,141.1  1,201.3  1,752.3  1,476.9  1,306.7  11.3% 
Capital (actual) 821.6 1,137.4 939.8 1,015.5 1,689.0 1,120.7  19.7% 
Current utilization ratea 101% 122% 113% 139% 100% 115% …  
Capital utilization ratea 100% 79% 309% 97% 82% 133% …  
 Total utilization rate 101% 96% 157% 120% 89% 113%  … 

... = data not available, CAGR = compound annual growth rate. 

Note: The fiscal year of the Government of Bhutan and its agencies ends on 30 June. “FY” before a calendar year 

denotes the year in which the fiscal year ends, e.g., FY2022 ends on 30 June 2022. 
a Aggregate expenditure outturn compared with the original approved budget (consistent with public expenditure and 

financial accountability indicator PI-1). 

Source: Government of Bhutan, Ministry of Health and Ministry of Finance.  
 

7. Budget projection. About 76% of the project investment cost will be used to procure 

vaccines and other consumables (e.g., vaccines, test kits, and personal protective equipment), 

which will be discarded after use. Out of the project investment cost, 20% will be used to procure 

vehicles and 4% will be used to procure medical equipment. Existing government staff is expected 

to operate the medical equipment and vehicles. The medical vehicle drivers will be from two 

sources: (i) districts with excess driver capacity, and (ii) existing drivers of vehicles that will be 

withdrawn from use. The annual incremental recurrent costs arising from the investment in new 

medical equipment and medical vehicles is estimated to total $0.26 million (0.4% of the MOH’s 

FY2022 budget). The impact of the incremental recurrent costs arising from the project investment 

has been assessed. The MOH’s current and capital budget allocation projections were estimated 

based on the average actual budget allocation from FY2017 to FY2021, with an annual increase 

of 11.7% based on the actual compound annual growth rate from FY2017 to FY2021. The analysis 

assumed that the government would continue to prioritize the health sector. This is supported by 

the historic actual annual growth of the MOH’s approved budget, which increased from 14% to 

17% in FY2021. The analysis considered the combined impact of the incremental recurrent costs 

to operate and maintain the assets, and inflation of 7.00% for FY2023 and 5.50% for FY2024 

onward.4 The financial analysis confirmed that adequate headroom exists to absorb the 

incremental recurrent costs arising from the project investment given the government’s 

commitment to accord more financial support to the health sector. Assuming budget growth 

aligned with the actual compound annual growth rate, the impact of the incremental recurrent 

costs arising from the project, and inflation, adequate headroom exists to absorb any incremental 

costs from FY2023 to FY2032. The budget project of the Ministry of Health is in Table 4.  

  

 
3  World Bank. 2016. Bhutan Public Financial Management Performance Report: Based on Public Expenditure and 

Financial Accountability 2016 Framework. Washington, DC. 
4  ADB. 2022. Asian Development Outlook 2022 Mobilizing Taxes for Development. Manila. 

https://openknowledge.worldbank.org/handle/10986/25722
https://openknowledge.worldbank.org/handle/10986/25722
https://www.adb.org/sites/default/files/publication/784041/ado2022.pdf
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Table 4: Ministry of Health Budget Projections, 2022–2027 
(Nu million) 

  
Fiscal 
Year Current Capital Total  

1 2023 1,688.0   1,471.9   3,159.9  
2 2024 1,886.3   1,644.8   3,531.1  
3 2025 2,107.9   1,837.9   3,945.8  
4 2026 2,355.4   2,053.8   4,409.2  
5 2027 2,632.1   2,295.0   4,927.1  
6 2028 2,941.2   2,564.6   5,505.8  
7 2029 3,286.6   2,865.8   6,152.4  
8 2030 3,672.7   3,202.4   6,875.0  
9 2031 4,104.0   3,578.5   7,682.5  
10 2032  4,586.0   3,998.8   8,584.8  

Note: The fiscal year of the Government of Bhutan and its agencies ends on 
30 June. “FY” before a calendar year denotes the year in which the fiscal year 
ends, e.g., FY2022 ends on 30 June 2022. 
Source: Asian Development Bank estimates. 

 
8. In summary, the measures imposed to contain the impact of the COVID-19 pandemic have 

placed fiscal pressure on the government. With the decline in revenue and rising expenditure to 

combat the COVID-19 pandemic, the fiscal deficit widened from 1.50% in FY2019 to 6.03% in 

FY2020—above the 3% target. Despite the narrowing fiscal space, Bhutan’s total health 

expenditure and the MOH’s current budget and actual expenditure is rising steadily. A significant 

portion of the project will be for consumables, with no incremental recurrent costs, while the 

annual incremental recurrent costs of medical equipment and vehicles is estimated to total 

$0.26 million. Based on the financial analysis performed, the MOH has adequate budgetary 

resources to absorb the incremental recurrent costs arising from the project. Further, the project's 

sustainability can be ensured given the increasing sector budget allocation, overall commitment 

of the government to the health sector, and the provision in the Constitution to provide free health 

services for all Bhutanese citizens. Overall, the financial analysis concludes that the project is 

expected to be sustainable.  

  

 

 


