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Trend of Bhutan’s Trade during 1907-26: Import 

Ratna Sarkar* and Indrajit Ray** 

Introduction 

It is logical to expect that quantitative and qualitative changes 
in Bhutan’s export during the period of Ugyen Wangchuck 
should be corresponded by similar changes in her imports. For 
one thing, when a country’s export grows over a longer period, 
the accumulation of foreign exchange in that country enables 
her to import more. Indeed, since both exports and imports, 
especially their growth and diversification, depend on the 
changes in the domestic economy (along with changes in the 
rest-of-the-world), in most cases do we observe simultaneous 
changes in both these fronts. The present article seeks to assess 
to what extent Bhutan’s import changed during the years of the 
First Monarch.  
 
 The organisation of the study is as follows. While section I 
seeks to measure the quantitative aspect of change in Bhutan’s 
import during the study period, the following two sections 
discuss the changes in the origin and composition of her import 
respectively. Section IV gives the summary. 

Section I: Trend analysis for 1907-25 

We present the import series for 1907-08/1924-25 in Table 1. 
For the sake of analysis of Bhutan’s import, we consider 3 
yearly moving average series for imports.  
 
If we consider the average annual import in Bhutan for the first 
and the last four years of our study period, the growth rate 
comes to 11.21 per cent per annum. This is, indeed, a high rate 
of growth especially in view of longer framework of time. 
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Table 1: Import trade of Bhutan during 1907-1925 (in Rs.) 

Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 

March 1925. 

 
For clear understanding the above series are plotted in Figure 1. 
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Three separate phases are discernable in this import series, viz. 
i) the pre-War period of 1907-08/1914-15 (except 1911-12), ii) 
the War period of 1914-15/1919-20, and iii) the post-War period 
of 1919-20/1924-25. We have excluded the year 1911-12 from 
our analysis since import in that year is found abnormally high. 
The first sub-period, however, shows a steady expansion of 
Bhutan’s import. In rupee terms, its annual rate of growth was 
84.42 per cent for seven consecutive years. In this phase, her 
import touched at Rs.1.76 million in 1914-15 from Rs.254 
thousand in 1907-08. It is, thus, clear that Bhutan’s import 
trade gained momentum during the pre-War period.  
 
During the War period, however, Bhutan’s import from British 
India moved downwards with the rate of deceleration at 16.17 
per cent per annum. These downward deviations were checked 
once the War had been over. From Rs.336 thousand in 1919-20 
her import trade increased to Rs.761 thousand in 1920-21 and 
further to Rs.861 thousand in 1922-23. Falling trend is visible 
in the last two years of the study period. 
 
The cyclical and random movements in the annual series are, 
however, removed in the series of 3-year moving averages 
presented in column 3 of Table 6.1. This series points out that 
Bhutan’s import declined continuously from Rs.2.37 million in 
1912-13 to Rs.506 thousand in 1920-21. The War effect is 
reflected here in 1913-14 itself because of the feature of moving 
averages. The series, however, further declined to Rs.493 
thousand in 1923-24. This moving average series shows that 
about 7.88 per cent annual rate of growth prevailed in Bhutan’s 
imports during 1907-08/1924-25. 
 
We have fitted time-trend of imports for each sub-period during 
our study period. The following linear trend model has been 
tried.  
                          M t = α + β t + u t   ………(1) 
 
where, Mt represents Bhutan’s merchandise import, t denotes 
year and ut is the disturbance term. While the above model is 
fitted well for the import data of the pre-war period1907-
08/1914-15 as well as the war period 1914-15/1919-20, the 
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goodness of fit is poor from the viewpoint of R2 and F statistics 
when fitted on the data for the post war period. Suppressing the 
intercept we have tried the following model for the post-war 
period: 
                                        M t = β t + u t   ………(2) 
 
and the observed trends for the period has been found 
significant from relevant statistic. 
 
Model 1 therefore is fitted for the pre-war and the war period 
and Model 2 for the post war period. The estimated models 
along with relevant statistics are presented below. 
 

  = - 493.467  +  0.259 t……………...(3) 

  (S.E.=106.581)        (S.E.= 0.056)      R
2 
= 0.811  

  (t = - 4.630        (t = 4.637      F = 21.504 (Sig = 0.006)  
  Sig = 0.006)         Sig = 0.006)   DW = 1.202 
                         

  =  472.167  -       0.246 t……….. ……………..(4) 

(S.E.= 67.902)           (S.E.= 0.035)                 R
2 
= 0.923  

(t = 6.954             (t = - 6.939    F = 48.157 (Sig = 0.002)  
Sig = 0.002)              Sig = 0.002)             DW = 2.320 

 

    = 0.00026 t…………………………………………..(5) 

   (S.E.= 0.000)                      R
2 
= 0.822  

   (t = 4.800                        F = 23.037(Sig = 0.005)  
   Sig = 0.005)                            DW = 2.264       
 

  represents the estimated value of M in period t 
 
The above estimations do not suffer from the problem of 
autocorrelation. In case of Equation (3), the Durbin-Watson 
(DW) statistic is found above the tabulated value of du. Against 
the relevant tabulated value of du at 1.036 at 1 per cent level, 
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its observed value is 1.204. However, in case of Equations (4) 
and (5), since the observed DW value are found more than 2, we 
have tested negative autocorrelation for these two Estimations. 
The values of (4 –DW) are 1.466 and 1.736 for Estimation (4) 
and (5) respectively as against the tabulated range of 0.390-
1.142. 
 

The values of R
2 
and F are, however, found highly significant for 

the estimated time trend of all the sub periods. While R
2 
is found 

at 0.811 for the trend of the pre-War period, 0.923 for the War 
period and 0.822 for the post-War period, their respective 
observed F statistics attain the levels of significance at 0.006, 
0.002 and 0.005. The estimated relationships are, therefore, 
highly significant.  
 
The estimated slope coefficients indicate that the import trade of 
Bhutan annually increased at a rate of 21.58 per cent during 
1907-08/1914-15, but decelerated at 25.52 per cent during 
World War I. A growth rate of 0.05 per cent per annum prevailed 
during the post-War period. The statistical test based on the 
Student’s t-statistic shows that these estimates are highly 
reliable.  

Section II: Origin of import 

Bhutan imported merchandise from two regions, i) Bengal and 
ii) Assam and Eastern Bengal. Her origin-wise imports during 
1907-08/1924-25 are presented in Table 2. This table 
underscores a slow but steady change in the direction of import 
trade in Bhutan. The study period starts with a clear 
predominance of Assam and Eastern Bengal in Bhutan’s import 
trade, and it continued through 1914-15. During this period 
those regions accounted for 88-95 per cent (save the figure for 
1911-12) of the aggregate leaving only 5-12 per cent for Bengal. 
We have noted that it had been the traditional trend in Bhutan. 
This trend began to change very rapidly in favour of Bengal 
since 1915-16. By the end of the study period we find that 
Bengal overpowered its rivals in competition. In that year, 
Bhutan’s intake was worth of Rs.142 thousand from Bengal as 
against Rs. 68 thousand from Assam and Eastern Bengal.  
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This change in the direction of import trade was due to a 
steadily falling trend the absolute value of import from Assam 
and Eastern Bengal. Table 2 reveals that imports from those 
regions fell on the average from Rs.1.13 million in the pre-War 
period to Rs.631 thousand in the War period and further to 
Rs.352 thousand in the Post-War period. On the other hand, 
imports from Bengal exhibited upwardly trend both in the pre-
War and post-War period, punctuated by a depression in 
between. For the three years before the War, the average level of 
import from Bengal was Rs.116 thousand per annum; and it 
increased to Rs.171 thousand per annum during the War 
period. The post-War period witnessed further increment to 
Rs.179 thousand per annum. 

 
Table 2: Bhutan’s merchandise imports from Bengal and Assam 
and Eastern Bengal  

 
Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925.  

N.B. 
* 
The bracket terms represent the percentage share in aggregate. 
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Section III: Composition of imports 

Commodity composition of Bhutan’s import trade during 1907-
08/1924-25 is shown in Table 3. 
 
Table 3: Bhutan’s imports from British India by commodity 
classification  

Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925.  

‘-‘ indicates nil. N.B. 
1
The bracket terms represent the percentage share 

in aggregate.
2 
Miscellaneous products include precious stones, raw jute 

etc. 
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In the aggregate, the manufactured goods are seen to 
predominate with a share of 68.52 per cent, and the agricultural 
commodities followed suit. The former’s percentage share in 
total import varied between 45-78 per cent. Across different 
sub-periods, this dominance structure continued. For the first 
six years the annual average share is seen to be 66.64 per cent 
for the manufactured goods, followed in order by agricultural 
products (24.71 per cent), and miscellaneous products (5.65 per 
cent). For the last six years again, manufactured goods 
remained in its prime position, albeit a 9.30 per cent decline, 

and agricultural products survived at the second improving its 
share by about 4.82 per cent.  
 
These relative positions of Bhutan’s imported commodities are 
clear in the following diagram (vide Figure 2). 

 
Figure 2. Bhutan's import of agricultural products,live animals and 
manufactured goods 
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This primary importance of manufactured articles in the import 
composition indicates a backward state of the Bhutanese 
economy devoid of any significant industrial activities. Its 
gradually declining share in the country’s import since 1914-15 
might, however, is taken as a signal for her improvement to this 
end. Only a further study over the subsequent years could 
confirm whether it was a secular trend of change in the 
economy.  
 
Product-wise imports of manufactured goods are presented in 
Tables 4, 5 and 6. While the first two tables accommodate 
respectively the values and quantities of those articles in this 
classification that were regularly imported during 1907-
08/1924-25, the last one presents both values and quantities of 
irregularly imported manufactured goods. We note that certain 
semi-manufactured goods like raw silk and metals are also 
included in this category. 
 
Table 4: Values of imported manufactured goods  
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Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925  
N.B.‘-‘ indicates nil. * 1907 represents 1907-08, etc. 
 

Table 5: Quantities of import of manufactured goods  

 
Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925  
N.B. ‘-‘ indicates nil. 
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Table 6: Values and quantities of import of manufactured goods  

Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925  
N.B. ‘-‘ indicates nil. 

 
These tables generate four conclusions. Firstly, Table 4 
indicates that excepting three commodities, viz. silk goods, 
foreign piece goods and brass, all commodities in this group fell 
continuously over the War and the Post-War period. Their 
average rates of decline were 7.57 and 11.05 per cent during the 
successive periods (vide Table 7). Table 7 also indicates that the 
declining rate was comparatively high for the commodities like 
Indian twist and yarn (10-12 percent), iron (8-12 per cent) and 
other metals (13-17 per cent). 
 



Journal of Bhutan Studies, Vol.33, Winter 2015 

34 

Table 7: Declining rates during the war and the post-war period 

Name of the commodity During War During Post-War 

Raw silk 37.55 58.27 
Foreign piece goods 10.52 27.11 
Indian piece goods  62.56 68.83 
Salt 82.84 28.96 
Indian twist & yarn 62.56 68.83 
Brass 1.89 12.44 
Iron 60.85 55.04 
Other metals 82.89 86.93 

Average declining rate 46.75 50.45 

Source: Computed from Table 4 

 
Secondly, the import of silk products rose significantly during 
the period of War, viz. at 13.21 per cent per annum. But it could 
not be sustained during the post-War period when its annual 
average value decreased annually at 15.20 per cent per annum. 
Possibly, the trade blockade elsewhere during the War 
compelled British India to supply more of these articles to 
Bhutan. Thirdly, the import of foreign piece goods moved in the 
same direction during the pre-War and the War periods. It rose 
from Rs.132 thousand per annum during 1907-08/1913-14 to 
Rs.312 thousand per annum during 1914-15/1919-20. In the 
post-War period, its average value of import reached at Rs.80 
thousand per annum. Fourthly, the import of brass rose by 5.94 
per cent per annum during the War period but fell by 7.74 per 
cent per annum during the post-War period. Lastly, subsequent 
to 1912, some new products were introduced in the import list 
of the country. Those were paints and colours, leather, Chinese 
and Japanese wares, and oils. During 1918-19, these newly 
introduced articles accounted for nearly three per cent in total 
import trade. This signifies diversification of Bhutan’s import 
base during the study period.  
 
Agricultural commodities were also an important component of 
Bhutan’s import trade from British India as the country was not 
in a position to develop arable land in the slopes of the hills. 
Item-wise the values and quantities of all these imported items 
are shown in the following table. 
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Table 8: The values and quantities of import of agricultural 
products 

 
Source: Various issues of Accounts Relating to the Trade by Land of 
British India with Foreign Countries for twelve months, April 1907 to 
March 1925. 

 
Table 8 reveals firstly that the spices were the most significant 
article of import in this category sharing about 36.47 per cent of 
total group import in value. They are followed by rice (husked 
and unhusked varieties taken together), with a share of 29 per 
cent. Tobacco and sugar shared respectively 18 and 16 per cent 
of aggregate agricultural import. Secondly, the import series of 
different commodities did not move in a given direction. It 
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should be noted that in the initial years of the study period 
tobacco was a very important article. Its share in import bill of 
agricultural products was the highest in 1907-08 and 1910-11, 
and the second highest in 1909-10 and 1911-12. It, however, 
gradually fell into insignificance subsequently. While the import 
value of spices rose by 1.52 per cent per annum during the War 
period, it decreased annually by 4.90 per cent during the post-
War period. The import of rice increased in value in the former 
duration but decreased thereafter. However, the import of sugar 
and tobacco fell continuously during the War period and post-
War period.  
 
The category of live animals and allied products was, however, 
insignificant in Bhutan’s import composition sharing little over 
seven per cent of the aggregate. Here provisions are found to be 
the single largest item although the source has not classified the 
items that were included in provisions. It is gathered from other 
sources that it included dry fish in the main. Table 9 reveals 
that the import of these types of articles was started in Bhutan 
in 1911-12. Though their value of import was initially as much 
as Rs.480 thousand approximately, it gradually declined to 
about Rs.14 thousand in 1924-25. 
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Table 9: Import of live animals and allied products 

 
Source: Various issues of Accounts Relating to the Trade by  
Land of British India with Foreign Countries for twelve months,  
April 1907 to March 1925  
N.B. ‘-‘ indicates nil.  

Section IV: Conclusion 

This study indicates that Bhutan’s import trade grew on an 
average at 11.21 per cent per annum during the study period. 
But the performance was not uniform all along. Achieving an 
annual growth rate of 21.58 per cent in the pre-War period, the 
import retarded at an annual rate of 25.52 per cent during the 
War. The rate of growth was 0.05 per cent per annum thereafter.  
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Among other important findings in this exercise we note firstly 
that Bhutan’s direction of import trade was changed during this 
period, especially from 1915-16. While earlier Bhutan took the 
lion’s share of her import requirements from Assam and Eastern 
Bengal, Bengal gradually came into prominence thereafter, and 
superseded its rival in this respect in the closing year of our 
study period. Secondly, changes also started taking place in her 
composition of import that was predominated, owing to the 
‘primitive’ structure of the economy, by manufacturing products 
and agricultural goods. Our data source has indicated a 9.30 
per cent decline in the share of manufacturing products in 
Bhutan’s import during the last six years of the study period. 
Thirdly, there was also diversification of import base of Bhutan 
in this duration. A number of new products such as paint and 
colour, leather, Chinese and Japanese wares, and oil were 
introduced in her import list in this period. Lastly, imports of all 
commodities did not move in a uniform direction during 
different phases of the study period. British India’s War 
compulsions and constraints determined the courses of their 
movements. 
 


