
Contents 

Chapter-1: Introduction 1 
1.1: The Problem 2 
1.2: Objectives of the Study 10 
1.3: A Short Overview of Literature 11 
1.4: Research Questions 18 
1. 5: Hypotheses to be Tested 18 
1.6: Database and Research Methodology 19 
1. 7: Short Overview of the Following Chapters 24 

Reference 24 
Chapter-2: Economic History of Bhutan 28 
2.1: Periodization of History 29 
2.2: Economic History of Medieval Bhutan 30 
2.3: Conclusion 46 

Reference 4 7 

Chapter-3: Foreign Aid and Economic Growth in Bhutan 49 
3.1: Introduction 50 
3.2: Foreign Aid and Growth: the Relevant Theories and Models 51 
3.3: Empirical Findings 57 
3.4: Foreign Aid in Bhutan 61 
3.5: Foreign Aid and Economic Growth of Bhutan: VAR Model 65 

Reference 70 
Appendix Tables 73 

Chapter-4: Infrastructure Development 78 
4.1: Introduction 79 
4.2: Financial Sector 79 
4.3: Transport and Communication 83 
4.4: Urban Development 88 
4.5: Social Services and Human Development 91 
4.6: Conclusion 91 

Reference 92 
Chapter-S: Sectoral Diverslftcation of the Economy 93 
5.1: Introduction 94 
5.2: Agricultural Diversification 94 
5.3: Foreign Aid and Agricultural Output 

in Bhutan: A Simple OLS Regression 114 
5.4: Industrial Sector 116 
5.5: Development of Manufacturing Industries 

under the Five Year Plans 121 
5.6: Interdependence between Agriculture and 

Industries: A Simultaneous Equation Model 129 
5.7: Service Sector 133 
5.7.1: Education 134 



5.7.2: Health and Sanitation 140 
5.8: Tourism Development 145 
5.9: Conclusion 156 

Reference 157 
Chapter-6: Foreign Trade in Bhutan 160 
6.1: Introduction 161 
6.2: Bhutan'sTradePolicy Initiatives 163 
6.3: Trade Patterns in Bhutan 171 
6.3.1: Bhutan's Trade Pattern with India 172 
6.3.2: Bhutan's Trade with Countries Other Than India 178 
6.3.3: Bhutan's Overall Trade Pattern 182 
6.4: External Trade and Environmental Linkages in Bhutan 184 
6.5: Conclusion 188 

Reference 189 
Chapter-7: Sustainable Development and Gross 

National Happiness in Bhutan 192 
7.1: The Theoretical Context 193 
7.2: Bhutan-The Challenges 196 
7.3: Environmental Policies of the Government 202 
7.4: External Assistance and Environmental Preservation in Bhutan 210 
7.5: Beyond Sustainable Development: The Concept ofGNH 217 
7.6: Conclusion 226 

Reference 226 
Chapter-S: Findings and Conclusion 229 
8.1: Summary 230 
8.2: Overall Findings and Concluding Remarks 236 
8.3: Recommendations 239 

Appendices 242 
Bibliography 246 
Index 260 


