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Intr9ductiqn 

1.1. The study area: An abridged profile 

At 26° 411
- 28° 7' North and 88° 541

- 91° 541 East in South Asia, Bhutan is located over 

about 20,000 miles on the eastern ridge of the great Himalayas. Naturally rugged 

mountains and deep valleys crisscross the country in every direction. Altitude-wise, its 

lower range of 2,000-5,000 feet above the sea level runs over the so called duar region, 

and followed by wide but flat valleys Qf the inner Himalayas above the sea level of 5-15 

thousand feet. Its upper range, however, comprfses of snow-capped mountain ranges 

rising up to about 24,000 feet above the sea level. 1 The great rivers like Amo Chu, Wong 

Chu, Mo Chu and Dangme Chu provide natural dr~inage to the country. It is land-locked 

in every side bordering with Tibet on the north, Tawang of Arunachal Pradesh on the 
J 

east, Sikkim on the west and with two Indian states, West Bengal and Assam on the 

south. 

Available documents indicate that civilization in Bhutan dates back at least to 

2000 B.C. Various communities from surrounding areas flocked in this kingdom to give 

rise to a cosmopolitan culture among the populace. Probably the aboriginal Bhutanese, 

the Monpa, were migrated from Tibet at first, followed by the people from Nepal and 

various Indian provinces like Arunachal Pradesh, Assam and Bengal. In 1864, it had an 

estimated population of only 20,000.2 Because of wide variation in physical features, the 

density of population also varied signifipantly within the country. While the valleys like 

1 Details of Bhutan's physical features are available in Karan, Bhutan, pp.25-27. 
2 Hasrat, History of Bhutan, p.l3. 
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Ha, Paro, Punakha, Thimphu, Bumthang and Eastern Bhutan were densely populated, the 

density abruptly fell on the north. 

Small scale subsistence farming and animal husbandry had long been the 

mainstay of the people employing above 90 percent of the workforce. For topographic 

reasons and also the hostile climate, agriculture did not flourish across the country; it was 

concentrated only in central and western segments, and indeed in the relatively plain 

lands of duars. Pastoral activities, however, predominated in the northern hemisphere.3 

Industrially, the country was utterly backward, if not primitive, accommodating only 

some cottage-level activities. Border trade had been there but it was confined to a few 

towns4 and that too, among privileged sections of the society. 

Mainstream economists, however, believe that without for~ign trade an 

underdeveloped country can not go through take-off in her development, process. To 

them, it is 'an engine of growth'. Their argument underpins that foreign trade generates 

adequate demand for domestic products and thus projects the economy to a higher 

trajectory of development. Raw material requirements of domestic industries are also met 

thereby. These possibly explain why the major trading countries in the seventeenth-

eighteenth centuries colonized many settlements in Asia and Africa. 

While mainstream writers thus treat foreign trade as a sine qua non for economic 

prosperity, the neo-Marxian writers like Andre Gunder Frank5 and Samir Amin6 

emphasize that backward countries must experience their foreign trades to develop in due 

course of time. Following Karl Marx, they argue that due to inner contradictions in the 

3 Labh, India and Bhutan, p.l2. 
4 ibid. 
5 Frank, Dependent Accumulation and Underdevelopment. 
6 Amin, Accumulation on a world scale. 
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capitalist system, every capitalist country encounters a dearth of demand at the matured 

stage of development.7 To survive with these inner contradictions, a matured capitalist 

economy takes resort to imperialism so that the falling level of domestic demand gets 

support from foreign demand. The capitalist world thus continuously accommodates in its 

development process the backward, pre-capitalist economies lyin~ in the periphery for its 

own survival. Karl Marx, however, believed that the backward peripheral countries 

would also get the benefit of foreign trade, and thus experience economic development in 

this process.8 If this analytical framework is true, the incorporation of the Bhutanese 

economy in the gl<;>bal capitalist -system was imminent at the dawn of the twentieth 

century since the British capitalist system had already been at its door-steps by that time. 

We may then reasonably expect that the Bhutanese trade with the British capitalist 

system should have a phenomenally growth in that period. This is the primary reason 

why we seek to study her trend of trade during the first quarter of the twentieth century. 

1.2. Literature survey 

Though the literature on Bhutan is rich in social and political history, her economic 

history is conspicuously lacking. In view of the interests of the present study we review 

here the literature on the country's politico-economic relation with its neighbors, 

especially India. Literature on the peripheral topics of interest such as trade routes, coins 

etc. are also touched upon. 

The richest mine of these diverse interests is, indeed, various reports of the 

political missions that the British Indian Government sent to Tibet and Bhutan during the 

7 cf, Lenin, Imperialism: The highest stage of capitalism. 
8 But Emmanuel points out that it involves 'unequal exchange' between the core and the periphery, which 
leads to what Frank calls 'development of underdevelopment'. Vide Emmanuel, Unequal Exchange, and 
Frank, Lumpen bourgeoisie and lumpen development. 
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eighteenth-nineteenth centuries. The earliest mission in this series was led by G. Bogle in 

177 4. It yielded a report rich in information on the contemporary governance of Bhu~an, 

various socio-economic facets of her people, and indeed the trade relation between 

Bhutan, Tibet, Bengal and Assam. The report was later edited by C. Markham in 1876, 

and re-edited by H. K. Kulol in 1879 incorporating some additional appendices. The 

1879 edition also contains the notebook of Thomas Manning, who traveled through 

Bhutan and Tibet in 1811 on his own interest, Also, the private letters of Bogle and 

various contempor~ry memoranda on relevant subjects are collected there from various 

manuscripts and contemporary journals. 

The report of the second political mission (1783) was published by the mission 

leader S.Turner in 1800.10 It describes various political ~nd economic affairs of Bhutan. 

We also obtain many political and economic affairs of the country including the cultural 

traits of the people residing along the route of the mission, contemporary trade customs 

and practices in different Himalayan regions as well as contemporary trade routes among, 

them. 

The successive missions were, however, led by K.K. Bose in 1815, W. Griffiths 

and R.B. Pemberton in 1837-38, and A. Eden in 1863-64. Reports of all these missions 

are compiled in Kuloy. 11 The Bose mission informs us, inter alia, about the earnings of 

the Deb Raja and the Dharma Raja of Bhutan, tax proceeds from district-level governors, 

the composition and direction of Bhutan's foreign trade, as well as the domestic mintage 

in Bhutan. Similar data and information on Bhutan are also available in Griffith. Apart 

9 Kuloy (ed.) Narratives of the Mission of George Bogle. 
10 Turner, An Account of an Ambassy to the Court of the Teshoo Lama in Tibet. 
11 Kuloy ( ed.), Political Missions to Bootan. 

i .•. 
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from the edition of Kuloy, the latter· report is also available in a separate volume12 along 

with some additional jnformation. Among the relevant topics, it deliberates on the 

country's productive activities, especially agriculture, and her trade and commerce. The 

trade routes of Bhutan with Assam and Bengal are detailed in Pemberton's report, which 

deliberates in addition to detailed accopnts of livestock, population,. and manufacturing 

a~tivities in the country with a separate section on trade and commerce, and the 

appendices enriched with various information such as those on the country's cultivation 

and vegetation, and the duar trade. This report has also been separately published.13 The 

last in this series, viz Eden's report, highlights among other matters tlie country's 

important business places like Paro, her revenue system, trade routes and trading 

activities. In addition to these missionary reports, Kuloy's edited book also contains a 

pamphlet entitled 'The Truth About Bootan', published by the Metropolitan Ptess, 

Calcutta during the second half of the 19th century. It should be noted that the earliest 

evidence on Bhutan's trade with India is found in the travelogue of Ralph Fitch who 

visited India during the last quarter of the sixteenth century. His accounts are available in 

Pemberton (1838) and also in W. Foster. 14 

'J. C., White led two missions to Bhutan. during the early twentieth century, in 1903 

and in 1907. As a political officer of the British Indian government and also in other 

capacities, he traveled the length and breadth of Bhutan and Sikkim during 1889-1910, 
. ' 

and interacted with the cross-section of their societies. Detailed accounts of those 

missions along with his personal experiences in different fields are contained in his 

12 Griffith, Bhutan. 
13 Pemberton, Report on Bootan. 
14 Foster (ed.), Early Travels in India. 
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book. 15 Various old Tibetan manuscripts and government records are also extensively 

used and referred. The country's art and industrial culture get special emphasis in this 

title. 

In the context of Indo-Bhutan relation, S. Gupta's book16 is a seminal work. It 

discusses the British foreign policy towards Bhutan during the nineteenth century, her 

contemporary trade with Bengal, Assam, Tibet and China, as well as her economic 

activities. Stray information on the Bhutanese coin is also available there. This book is 

largely based on· archival documents like political letters to and from the Secretary of 

State (18.60-1880), political letters to and from Court of Directors (1792-1859), Bhutan, 

Sikkim and Tibet series of papers, Persian correspondence, Bengal government records, 

Cooch Behar select records etc. 

Bhutan's political relation with British India during 1772-1865 is also discussed 

in A. Deb. 17 In addition to analyzing the impact of Bogle's mission on the Indo-

Bhutanese relation, this book narrates Bhutan's terrace cultivation, methods of irrigation, 

cattle raising and the available range of economic products. Bhutan's trade with Tibet, 

Bengal arid Assam during the eighteenth-nineteenth centuries is also discussed there. 

Unpublished records like foreign proceeding; (1833-1866) including correspondence to 

and from the Court of Directors, Bhutan political proceedings and the detailed official 

account of the duar war are the main source _materials of this study. 

15 White, Sikkim and Bhutan. 
16 Gupta, British Relations with Bhutan. 
17 Deb, Bhutan and India. 
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A. B. Majumdar's study, 18 also drawn heavily from the archival records, seeks to 

bring out the origil) and development of British-Bhutan relations. This study shows how 

the trading interest of the British during 1765-1895 governed its several policies towards 

Bhutan. 

Based on the reports of British political missions, many authors have indeed 

sought to portray the evolution of the political relation of Bhutan with India. P. Collister's 

study 19 is an example in point. In addition to highlighting this evolutionary process, he 

has identified the benefits that accrued to both countries on account of the emerging 

re1ationship. Although the main sources of this book are memoirs and reports of Bogle, 

Turner, Bose, Pemberton, Griffith and White, it has also used some primary sources like 

Fort William-India House Correspondences, advices from Bengal concerning Military 

Operations against the Bhutanese, correspondences between the Governor-General and 

the Deb Raja, and so on. 

The study of A. K. J. Singh20 is also an important publication in this field. It 

documents the effects of Eden's Mission on Bhutan, the Anglo-Bhutanese relations 

during 1867-72, and the British neutrality towards Bhutan's internal affairs during 1873-

98. It also discusses Britain's active interest in Bhutanese affairs during 1899-1904 as 

well as China's claim to suzerainty in Bhutan (1908-10), which led to the Punakha Treaty 

of 1910. The following political events during 1911-45 that gave shape to the modem 

Bhutan have also found place in Singh's study. 

18 Majumder, Britain and the Himalayan Kingdom ofBhotan. 
19 Collister, Bhutan and the British. 
20 Singh, Himalayan Triangle. 
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The literature on trade route is not at all rich in the global context, and for Bhutan, it 

is almost void. A 20-million strong records at the Library of Congress database 

accommodate only 134 titles on Trade Routes?1 Likewise, only 264 trade thoroughfares 

are referred in Melvyl database ofthe University of California. Most of these trade routes 

belong to what is popularly known as the Silk Roads. A review of this literature is 

available in Drege and Buhre~2, and Morris Rossabi23
• The existing literature, however, 

draws materials mainly from two distinct sources, literal sources and archaeological 

findings. While the earlier studies are based on the former sources2
\ the latter has gained 

popularity after the excavation at Xinjian~ during the early twentieth century.25 These 

two branches of literature perceive the function of trade routes from divergent plains. 

Since the literate sources recognise only the literate communities, the trade routes in such 
I 

studies inevitably highlight 'trans-civilisation' exchanges·. Archaeological evidence, on 

the other hand, is able to acknowledge additionally the activities of non-literate 

communities, and, hence, focuses on 'trans-ecological' exchanges along the silk roads 

between the people in pastoral settlements and the nomads in the steppes. A synthesis 
\ 

has, however, been on the offing with the study on the Eurasian steppe route by Franck· 

and Brownstone26
• P. D. Curtain underscores the importance of such studies by 

emphasising, "[G]oods normally pass across this ecological divide with greater intensity 

than they do in more homogeneous environment."27 David Christian, however, seeks to 

21 Ciolek, Digitising Data on Eurasian Trade Routes. 
22 Drege and Buhrer, T!le silk road Saga, Facts on File. 
23 Rossabi, 'The silk roads', pp.16-20. 
24 See, for exmple, Boulnois, The silk road. 
25 See Hopkrik, Foreign devils on the silk road. 
26 Frank and Brownstone, The silk road, pp.30-32. 
27 Curtain, Cross cultural trade in world history, p.16. 
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establish the trans-ecological exchange links along the silk roads by way of analysing the 

nature of the goods traded there.Z8 Analysing the list of trade-wares published by al-

Muqaddasi in 985 AD, he argued, "Any list of goods traded along the Silk Roads wjll 

show the presence of large amounts of steppe land or woodland products, while some of 

the goods produced in the agrarian world were made especially for export to the 

steppes."29 

Geography and history are the central~ty of the historiography of the silk roads. 

Various cities and towns located on them are identified in the literature to analyze the 

role played by trade routes in the exchanges of commodities, technologies, styles, 

religions,30 genes and disease vectors31
• In the historical perspective, the literature 

narrates How the trade routes emerged and flourished as a result of several large agrarian 

empires like the Han, Roman, Parthian and the Kusan32
, and subsequently waned with the 

rising importance ofthe sea-routes33
• 

The existing literature also attempts to develop the silk-road 'theory'. Pioneers in this 

field are A.G.Frank34
, B.K.Gills35

, J.L.Abu-Lughod36
, W.G.McNeill37 and others. The 

central hypothesis of this group of writers is available in Marshal Hodgson38
• He notes, 

28 Christain, 'Silk roads or steppe roads?', pp. 1-26. 
29 ibid. p. 7. 
3° For religious and culturallexchanges, see Bentley, Old world encounters. 
31 For the spread of disease and the exchange of gene along the silk roads, see Diamond, Guns, germs and 
steel, chap. 11. 
32 Boulnois, The silk road. 
33 For the decline ofland routes in the silk roads, vide Rossabi, 'The decline ofthe central Asian caravan 
trade'; pp. 81-102. 
34 Frank, ReOrient. 
35 Frank and Gills ( ed), The world system. 
36 Abu-Lughod, Before European hegemony. 
37 McNeill, 'World. history and the rise of the west', pp. 215-236. 
38 Hodgson, 'The great western transmutation', p. 47. 
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"Just as the first urban, literate life would have been impossible without the accumulation 

among a great many peoples qf innumerable social habits and inventions, major and 

minor, so the great modern cultural mutation presupposed the contributions of all several 
' 

Citied peoples of the eastern hemisphere."39 Frank and Gills, in particular, seek to 

establish an underlying unity of the Eurasian history, which they believe to have nurtured 

a single world system from 2000 BC onwards.40 In a similar tone, Haraprasad Ray41 

underscores the unity of trans-Himalayan civilisation, and its integration with the world 

system through the. southern silk roads where Bhutan's trade route was connected. 

B.J.Hasrat,42 however, provides some information about ancient trade routes of Bhutan. 

Five routes between Bhutan and Tibet were evident in P. P. Karan's43 book. The natures 

pf these routes were described in reports of different missions to Bhutan which we have 

mentioned already. Long-distanced trade route from Paro of Bhutan to Lhasa of Tibet 

was vividly described by Waddel44
• 

The centre for Bhutan studies publishes a bi-yearly journal, the journal of Bhutan 

Studies, which encoura~es articles on different aspects of Bhutan. The ·use of coins in this 

country around the mid-18th century, a peripheral topic of interest in this study, is 

available in an article by Ardussi and Ura45 in this journal. The article also analyses the 

contemporary tax structure and demographic profile of the country: Two more detailed 

studies on coins have appeared in the Journal of Bhutan Studies, both written by Nicholas 

39 ibid. 
4° Frank and Gill, The world system. 
41 Ray, 'Trade routes from northern India and Bangladesh to south and southwest China', pp. 118-119. 
42 Hasrat, History of Bhutan. 
43 Karan, Bhutan. 
44 Waddel, Lhasa and its Mysteries. 
45 Ardussi and Ura, 'Population and Governance in mid-18th Century Bhutan'. 
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Rhodes. One46 of his articles describes how coins were gradually introduced in Bhutan 

while the other47 deliberates on the effect of monetization on the Bhutanese society and 

the conflict between the age-old non-monetized economy and the modern monetized 

economy. 

Bhutan's foreign trade in the historical perspective has so far attracted very little 

attention in research. S. ~en's Ph.D thesis 48 is a maiden attempt. It has sought to 

-reconstruct the commercial aspect of the Indo-Bhutanese relation from the archival data 

for the period 1775-1907. Adhikary's article "Economic Transition in Bhutan: A Study 

on the Impact of Indo-Bhutan Trade and Economic Co-operations'' app-eared in Asian 

Profile is also an important work in this field. A few unpublished articles and 

monographs on this subject are, however, available in the documentation centre of Centre 

for Himalayan Studies, University ofNorth Bengal. We may refer in this context 'India-

Bhutan Trade (with special reference to the period 1990-95)' by D. Datta and 'Factors in 

foreign relations of Bhutan' by K. Labh. The centre's in-house journal Himalayan 

Miscellany has also published a number of articles on Bhutan. These are B.P.Misra's 

'Early History ofBhutan', S.Sen's 'Indo-Bhutan Trade, 1774-1815', 'Indo-Bhutan trade 

during the period 1837 to 1865 (Based on the reports of Pemberton, Griffiths, Eden and 

Rennie)', and 'The Duar War of 1865, and its Effect on the Indo-Bhutan Trade Relations' 

etc. 

46 Rhodes, 'Coin"age in Bhutan'. 
47 Rhodes, 'The Monetization of Bhutan'. 
48 Sen, Indo-Bhutan Trade Relation C. 1775-1907. 
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1.3. Plan of the study 

Th'e central theme of our study is to analyze Bhutan's trade ,with India during the 

reign of Ugyen Wangchuk (1907-26) who became the first hereditary monarch in the 

country. The evolution of trade in this land-locked country was so related to her domestic 

and foreign political environment that without a clear understanding of the latter, the 

former can not be comprehended properly. Chapter 2, therefore, seeks to evaluate the 

political events in Bhutan prior to and after the-establishment of monarchy in the country 

in 1907. We recognize here that wqile political events, both domestic and foreign, gave 

shape to the trade pattern in Bhutan, the prospect of trade with her also led to certain 

political events in this part of the Asian continent. This two-way causation between the 

political events and trade has been emphasized in this chapter. 

The channel of trade was an important parameter for the growth of trade in a land-

locked country like Bhutan in previous centuries. Keeping this mind and also because of 

the historical importance of trade route in the human civilization process, we analyse in 

Chapter 3 the trade route of Bhutan with Bengal and Assam, on the one hand, and Tibet 

on the other. Various characteristics of these trade routes including the type of pack 

animals, trade customs, and traded commodities are discussed here at length. 

Another necessary requirement for the development of trade in contemporary 

Bhutan was the usage of coins in the domestic economy. This forms the subject-matter of 

Chapter 4. It discusses at length the introduction of coins and its gradual spread during 

the previous centuries. Discussions on coin debasement and the estimation of coin during 

the reign ofUgyen Wangchuk have also been incorporated in this chapter. 

I 

I 
I 
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Chapters 5, 6, and 7, however, form the core of this study. They respectively 

discuss the export, import and terms of trade for Bhutan dudng 1907-26. Discussions in 

first two chapters are carried out in three respects, viz. a) trend of trade, b) direction of 

trade, and c) composition of trade. These analyses give insight into various historical 

aspects ofthe Bhutanese trade in the modern era. Chapter 7, however, analyses Bhutan's 

terms oftrade after reviewing the balance of trade, commodity-wise price movements for 

export and import, and their price elasticities. Finally, Chapter 8 summarizes the findings 

ofthis study. 

1.4. Sources of data 

Both primary and secondary data have been extensively used in this study. Primary data· 

have been collected from the archive at National Library, Kolkata. For the secondary qata 

and information, we have consulted various government reports and the reports of 

political missions to Bhutan and Tibet. Relevant information has also been gathered from 

various books and articles. 

f 


