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EXECUTIVE SUMMARY
Bhutan has witnessed unprecedented socio-economic development under the farsighted leadership of
the successive Monarchs, especially in the last few decades. Bhutan’s GDP per capita has increased to
USD 3438.16 with annual GDP growth rate of 4.63% in 2017. Based on the achievement made in
socio-economic development, Bhutan is expected to graduate from the Least Developed Country to
lower middle-income category in 2023. Anchored on the foundation laid, focus is now shifting towards
diversifying and broadening the economic base through enhancing domestic production and adding
value to resources. This is also in the light of widening trade deficit and increasing reliance on import
for meeting domestic demand for products.
The current study is an attempt to assess and identify scope for enhancing domestic production where
potential exists as well as to diversify activities to cater to domestic needs. The study is based on the
analysis of import of various products during the last five years based on Bhutan Trade Statistics and
an assessment of scope for business to substitute some of these products. In addition to Bhutan Trade
Statistic reports, the Task Force referred relevant published reports namely 12 FYP document, RMA
Annual Report 2018, RNR Report 2017, EDP 2016 and CSI Policy 2019.
All imported items were reviewed and products that had an import value of more than Nu 3 million per
annum were taken for further analysis. These were further assessed and ranked based on the availability
of resources, capacity and infrastructure. Products that were ranked high were then examined using
PESTEL model to draw down to the shortlist. Based on these analyses, a preliminary list of 56 products
has been shortlisted that interested promoters could further study to determine commercial viability
and establish where feasible.
Supply gaps exist in two products namely ferro-manganese and pencils but are not listed below as there
are already proposals under process. Further, some of the activities may only merit small sized
establishment based on specific location where, despite local production, there is no supply due to
small quantity, low demand and high transport cost.

List of Products/Activities
Sl#

1
2
3
4

Product

Measures for
substitution by local
products

Beef

Limited scope

Pork

Enhance piggery
farming

Chicken

Enhance poultry
farming
Fishery farming

Fish

Possible industries
Processing and packaging of
beef products
i. Piggery
ii. Processing and packaging
of pork products
Processing and packaging of
chicken products
Enhance domestic production

1

Rationale/Actions
To add value and meet demand
for specific products
To add value and meet demand
for specific products
To add value and meet demand
for specific products
To meet domestic demand
gradually

5

Milk and milk
products

Enhance diary and
milk processing units

i. Dairy farming
ii.Milk processing units

6

Potato and
potato-based
products

Off-season
cultivation

i. Off Season potato
cultivation
ii. Potato-based value added
products

Pea & lentils

Enhance production

Wheat & meslin

Enhance production

Commercial farming of
lentils
Commercial farming of
wheat

Maize & paddy

Enhance production

Commercial farming of
maize and paddy

Bamboo &
bamboo
charcoal
Animal feeds
Tomato and
processed
tomatoes
Fruits and
preserved fruits

Enhance production

Bamboo growing for
construction industry

Enhance production
Enhance tomato
production

Additional Feed industries
Tomato juice

Diversify and
enhance fruit
production
Commercial scale
sugar cane plantation
Enhance domestic
production

i. Fruit preservation
ii. Fresh fruit marketing in
domestic market
Sugar production

Market linkage and production
support

Differentiated noodles based
on domestic cereals like
buckwheat
Bakeries (in unserved areas)

Promote buckwheat production

Ice cream production

Small scale activities based on
demand
Small scale activities based on
demand
Small scale activities based on
demand
Small scale activities
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8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Sugar
Noodles and
similar products
Pastries & cake
Ice cream
Sausages
Sauces
Confectionary
Puffed rice
Soups & broths
Fruit &
vegetable juice
Silica sand &
quartz sand
Quart &
quartzite

Enhance and
diversify domestic
production
Domestic ice cream
units
Domestic sausage
making units
Enhance & diversify
production
Enhance & diversify
production
Enhance production
Production based on
domestic produce
Enhance & diversify
production
Supply of sand in
unserved area
Identify high grade
quartzite

Sausages production
Sauce making based on
domestic produces
Bhutanese sweets and
chocolates
Puffed rice units
Mushroom soups
Tomato juice
Reach out to unserved areas
Exploration of ferrosilicon
grade quartzite.
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To foster capacity utilization of
existing processing units as well
as to meet domestic demand
Identify potential areas for off
season potato growing.

Support domestic packaging and
marketing
-Build market linkages with
distilleries & Breweries
-Lease of SRF for commercial
farming
Improved seed, subsidized
fertilizer and machineries, and
lease SRF land for commercial
farming
Identify potential areas and
bamboo species for large scale
production enhancement
Promotion and support
Market linkage and production
support

Lease of SRF land and support

Identify unserved locations and
promote

Small scale activities based on
demand
Small scale activities based on
demand
Currently not produced in the
country
Identify the locations and direct
NRDCL for supply
Prioritize exploration of high
grade quartzite

26

Construction
aggregates
Clinker

Supply of aggregates
in unserved area
Market linkage

White cement

Production of white
cement
Stoneware tiles
Enhance production
Enhance production

27
28
29
30
31

Tiles
Granite
Building blocks
& bricks

23

Waste and scrap
of caste iron
Pharmaceutical
products

33
34

Essential oil

35

Soaps

36

Fittings, boxes
and related
products

37

Charcoal

38

40

Corrugated and
non-corrugated
products
Exercise books
and similar
products
Envelope

41

Sanitary tissues

42

Woven fabrics

43

Garments

44

Sanitary towels

45

Pillow & quilts

39

Stone crushing units in
unserved areas
i. Establish new clinker unit
ii. Market linkage of
domestic clinker to cement
plants
White cement manufacturing
Tiles manufacturing
Granite slabs
Additional AAC block units

Identify location and allocate
quarry or surface collection
Identify limestone mine for
clinker production and market
linkages
Identify limestone mine for white
cement
Feasibility study
Study other potential deposits
Assess strength of the AAC block
for use in various constructions
Promote use of AAC blocks
Market linkage

Sorting of domestic
scrap
Diversification for
domestic market as
well exports
Enhance local
production
Enhance domestic
production
Enhance and
diversify domestic
production especially
in plumbing, fittings
and containers
Production of wood
charcoal from lops
and tops

Supply of domestic iron
scraps to industries directly
Manufacture of
pharmaceutical products

Enhance domestic
production

Corrugated box making units

Enhance and
diversify domestic
production
Enhance and
diversify domestic
production
Enhance and
diversify domestic
production
Promote domestic
textile units
Enhance & diversify
local production
Promote domestic
units
Enhance local
production

Exercise books and office
stationary units

Small scale activities

Small scale Envelope making
units

No domestic production as of
now

Sanitary paper and tissue
making units

No domestic production as of
now

Cotton woven fabrics
production
School uniforms and
Bhutanese garments
Manufacture of sanitary
towels
Small scale production units

No domestic production at a
commercial scale as of now
No large scale organized garment
units so far.
A few small scale production
underway.
No domestic production.

Diversify essential oil
production
Diversify soap production
Manufacture of plastic fitting
and containers

Plantation and production of
charcoal

3

Study potential for new
pharmaceutical products not
produced in the country
Identify potential new products
based on domestic resources
Cottage scale soap production
taking place.
Housing sector expected to
continue expanding, thus
domestic demand will continue to
increase.
NRDCL could manufacture and
supply charcoal from lops & tops
Feasibility study for plantation
and production of fast-growing
plants
Large supply gap currently met
from imports.

46

48

Curtain, blinds,
packaging
materials
Pre-fabricated
building parts
Furniture

49

Footwear

50

Hydraulic
turbines and
regulators
Bridge & bridge
section
Towers and
lattice masts
Electric control
boards/panels
and electrical
transformers
Electrical lamps
& fittings
Motor vehicles

47

51
52
53

54
55
56

Cook and
heating fuels

Enhance domestic
skills and production

Stitching of curtains, blind,
packaging materials

Small scale activity based on
demand

Ready to assemble
building components
Enhance & diversify
local production
Enhance local
production
Enhance local
production

Pre-fabricated building
components
Furniture units

Feasibility study

School Shoes Making units

Demand expected to keep
increasing.
Diversification of existing
industry

Assess demand and
feasibility
For hydropower
sector
Assess project
feasibility

Production of bridge
components
Manufacture of transmission
towers and conductors
Manufacture of transformers

Feasibility Study

No domestic
production
Use alternative
energy

Study feasibility of electrical
fittings and accessories
i. Electricity driven mass
urban transport
ii. Electric vehicles
i. Production of efficient
electric stoves
ii. Continue promotion of
bio-gas
iii. Briquettes from wood
waste for heating

Feasibility study

Electricity and biogas

Diversify production in
BHSL

Metal and plastic furniture

Feasibility Study
Feasibility study

-Promote efficient public
transport system
-Facilities for charging

Majority of products are in agro-livestock and food items given the existence of various micro-climates
that support growing of different crops as well as the preference of consumers to domestic produces.
Interestingly, in some areas, significant achievement has been made in replacing imports by domestic
produces such as eggs and some types of vegetables. Increasingly, agro-horticultural and livestock
produces that can be grown or produced within the country are processed by domestic industries such
as breweries, distilleries, animal feeds, milk processing and fruit & vegetable processing units, but
continue to depend on imports as the domestic production does not meet the requirement. Large scale
production of these produces for supply to industries will establish a sustainable industry linkage and
foster growth of agriculture sector. However, in some areas such as machineries, chemical products,
precision equipment, vehicles and petroleum products, there is no scope to substitute these products
except for looking into product substitutes, where available.
It may be noted that the shortlist is solely based on desk research, an indicative list of products/activities
where supply gaps exist, and not an inventory of feasible projects. Further study to assess the
commercial viability is therefore imperative by promoters who wish to take up the activities. Thus,
companies/individuals must take due care to establish the commercial viability of the projects prior to
establishment with special attention given to the product competitiveness and quality for the long-term
sustainability of the business activity.
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Drawing from the analysis, the following are the recommendations to promote domestic production
that can contribute to reducing import dependency and trade deficits.
1. Promote and support commercial farming of crops: Potential is seen in processing of agrohorticultural produces given the clean environment and pristine image of the country. Further,
there are already a number of projects based on cereals such as breweries, distilleries, animal
feeds, etc., that import cereals currently. These could be substituted with local production
gradually by promoting commercial farming of crops for these industries within the country.
2.

Adopt “farm to table” model: Generally, commercial farms producing agro-horticultural
produces use chemicals to boost production and control pests. There have been reports of
prevalence of high levels of chemicals in some of the fruits and vegetables imported into the
country. As a result there is growing preference for domestic produces mostly grown as part of
subsistence farming without extensive use of chemicals. This provides an opportunity to
establish production and supply chain to demand centres such as institutions, hotels, and urban
centres for marketing of domestic produces directly from farms to consumers.

3. Enhance farm-industry linkage: Agro-based industries in the country continue to rely on
imports for bulk of their requirements. With the expansion of industrial sector and agro-based
processing facilities, there is scope for farms to produce for industries such as animal feed
plants, breweries, distilleries, food processing etc. Some of the produces imported in large
quantities are cereals, such as wheat, barley, maize and rice. Although production of some of
these produces is reported to have surplus or there exist capacity to enhance production, the
current level of surplus is not of industrial capacity whereby industries can rely on domestic
supply. Further, owing to scattered production, the collection and transport cost lowers the
product competitiveness. Thus, mechanism to collect, store and reach out the produces from
different locations will facilitate gradual linkage of subsistence farms to industries and foster
backward linkage.
4. Develop business infrastructure: Availability and access to business infrastructure remains
limited to a few industrial estates and service centres mostly in proximity to urban centres.
There is a need to expand these facilities both in terms of number and range to different parts
of the country to enable easy access to investors in setting up business ventures. Further,
warehousing, storage and freight services will be necessary in particular for agro-horticultural
produces to reach products to market in a cost efficient manner.
5. Implement energy alternatives: One of the major import items that is witnessing a surge year
after year is the petroleum products. With the improvement of living standard and higher
mobility requirements, demand for petroleum products for transport will continue to rise. While
there is not direct substitute, there is scope to replace certain level of imports by greater use of
electricity driven transport systems such as mass urban transport, non-motorized transport
(cable cars), increasing use of electric vehicles, electric cook stoves for cooking and heating
etc. Amongst these, introduction of efficient electricity driven urban mass transport will be
impactful in reducing the use of petroleum products as the mobility of urban residents is far
greater than the rest.
5

6. Prioritize identification of minerals for domestic industries: Driven by electricity, a number
of mineral processing industries have been established. These, however, continue to depend on
import for critical raw materials such as high grade quartzite, quartz, marble, granite, clinker
etc. Special focus and prioritization in exploration of these minerals where industries enjoy
competitive advantage will enable reduction of import as well as fostering value addition to
domestic resources.
7. Carry out feasibility studies for potential projects: The Government may undertake detailed
feasibility of some of the projects where the demand for products are seen to be increasing.
Some of these are highlighted in the activities in the first part of this chapter such as tiles
manufacturing and electrical machineries and accessories.
8. Provide fiscal support for import substitution ventures: generally, manufacturing industries
start small and gradually grow up once the products receive market acceptance particularly in
fast moving consumer goods, garments etc. As the country remains dependent on import for
bulk of consumer goods, it will be important to support promoters desirous of substituting
domestic imports by providing requisite fiscal support in the initial years. Some of the
successful industries in the region are Sherpa Adventure Gear of Nepal. Similar ventures have
also come up in Bhutan.
9. Review fiscal incentives and taxes periodically to support domestic production: Fiscal
measures in the form of tax on imports may be adopted once the domestic production level
with comparable quality are in the market.
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1
1.1

BACKGROUND
Introduction

Bhutan achieved considerable economic success since the commencement of the planned development
in transforming the economy and living standard of the people. The successful implementation of
programs through five-year plans has built the foundation for the economy to further expand and
diversify. With the country’s graduation from LDC status slated in 2023, the focus is shifting to
building an inclusive and resilient economy by broadening economic base. Relevant policies are being
reviewed and realigned to meet the changing local and global economic environment.
The current 12th Five Year plan emphasizes on “Just, Harmonious and a Sustainable Society through
Enhanced Decentralization” as its objective with high priority accorded to economic diversification.
While the broader growth outlook is encouraging with the International Monetary Fund (IMF)’s World
Economic Outlook (2017) projecting impressive Bhutan’s real GDP at 11.4%, the concern remains that
the economic base is narrow and dominated by a few sectors. Hydropower continues to be the major
export item accounting for 32.1% of total exports in 2018 (RMA, 2018).
In general, there is a surge in import not only of those products forming the traditional import basket
but also of those products where Bhutan was relatively self-sufficient in the past. The economy has
witnessed rising trend in import with increasing trade deficit constituting 26.7 % of GDP in 2018 (BTS,
2018). The rising income level and urban population is likely to push up consumption and demand for
products and thereby import unless domestic productivity is enhanced to meet the demand for products
and services. The current import basket indicates steady increase in import of products that were
traditionally produced within the country such as agricultural and livestock products among others.
Taking cognizance of the issue, Hon’ble Tengye Lyonpo, during the 3rd Policy and Planning
Coordination Committee meeting held on 1st July 2019, expressed the need for the Ministry to
undertake a study on the potential for revamping domestic production that will contribute to import
substitution. Accordingly, the Policy and Planning Coordination –Sub Committee (PCSC) constituted
a cross-sectoral Committee (Annexure I) in the Ministry with senior level officials as members to assess
the potential for import substitution.
1.2

Import Substitution

The principal concept of import substitution development model is rooted on the premise of reducing
economic dependency on imports through local production of goods, and curb outflow of foreign
exchange. Further, it was seen as a measure to create employment and broaden economic base by
promoting investment in the economy be it domestic or foreign investment. This was commonly
practiced in mid-20th century by economies through state intervention where necessary. However, by
1990s, the concept shifted to export orientation with proliferation of multi-lateral and bi-lateral
7

agreements to bolster trade across border. While import substitution was initially envisaged to enhance
domestic productive capacity and reduce dependence on import for the country’s needs, analysts have
identified major fall out of the model if implemented exclusively. These were poor resource allocation,
lack of specialization based on comparative advantage, foreign exchange shortage and low level of
innovation. However, this does not preclude the advantage of specialization based on comparative
advantage whereby an economy can maximize benefits by building competitive edge in some products.
In slight reversal to export oriented development model pursued for last three decades, the recent global
trading environment shows gradual move back to model similar to import substitution wherein
countries are promoting aggressively investment in domestic economy as against investment in
location with comparative advantage. Major economies namely USA, China and India have adopted
measures to boost investment in domestic economy through programs such as “America First”, “Made
in China 2025”, and “Make in India” respectively. International partnership to open trade to partner
countries are being rescinded such as “Trans-Pacific Partnership” and Brexit. Further, the escalation of
tariff or ensuing US-China trade war are examples of reversal to protectionism that was once
abandoned.
It therefore is important for small countries as well to focus development in areas where potential for
expansion lies and promote investment to reduce economic vulnerabilities that disruption in
international trading regime bring about. However, in devising the measures to promote and expand
domestic economy, it will also be critical to recognize the competitiveness of the products promoted
for domestic production particularly where government design policies to support certain sectors of the
economy. This assumes greater significance for small economies as the domestic market is small and
successful industries, to achieve economies of scale, need to gradually target export markets where
competitiveness will be a key element.
1.3

Purpose of study

The study aims to assess the scope and potential for enhancing productive capacity of the economy
through value addition to the resources as well as identifying inter-sector linkages to increasingly use
available domestic resources that can contribute to lowering import and thereby the trade deficit. The
focus of the study is in identifying products that have potential for domestic production and can be
produced and supplied to the domestic market as well as forge inter-industry linkage wherever feasible.
1.4

Scope and Limitation

The study is an attempt to identify areas where production level can be revamped or new activities
initiated to cater to domestic demand. It is, however, limited to identifying products that interested
promoters could further study to determine commercial viability and venture into the business.
Thus, it is not a full assessment of the commercial viability or product competitiveness at this
8

stage. The other intent is to document and provide information to agencies and policy makers to guide
future policy direction and interventions where necessary in reinvigorating the economy.

1.5

Methodology

The study analyzed trade statistics of products for five years (from 2014 to 2018) with import value of
Nu. 3 million and above. Products that show consistency in annual import, a rising trend in import
value or constituted significant monetary value were shortlisted and further reviewed. Products with
annual import value of less than Nu 3 million were excluded for detailed analysis as it was felt that the
value and volume of import does not justify focus and business promotion along commercial lines.
The shortlisted products were ranked into high, medium, and low potential for import substitution
based on the import trend, domestic production levels and production capacity within the country.
Further, the final list of products identified were analyzed using the PESTEL (Political, Economic,
Social, Technology, Environment, Legal) tool to explore potential to substitute imports.
The methodology is graphically represented below:

In addition to the above, the following documents were referred for specific issues:
i.
ii.
iii.
iv.
v.
vi.
vii.

Annual Report (RMA) 2017-18
Economic Development Policy 2016
Cottage and Small Industry Policy 2019
RNR Statistics 2017
Annual Industry Information
CSI development and Start-up Flagship Blueprint
12 Five Year Plan Document.
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1.6

Import Trend

The import trend for the last five years is summarized in the chart below:
80000

Nu. in Million

60000

Import

40000

Export
Balance

20000
0

2018

2017

2016

2015

2014

-20000
-40000

Year

Graph 1: Trade Balance (2014-2018)
Bhutan’s export for the last five years has been almost constant with a slight increase in 2018. The
import, on the other hand, has been consistently increasing. With this trend, Bhutan’s trade deficit is
expected to further grow in the coming years.
Apart from electricity, ferro-silicon and minerals that form the major exports, Bhutan has no substantial
export in other items. However, top imports constitute energy fuels such as diesel and aviation spirits
amongst many other commodities. The import of these products will continue to grow and complete
substitution of these products is not possible.
Trade Statistics published annually provides information for the year on the import and export of
products. These are grouped based on Bhutan Trade Classification aggregated to the national level
without details of specific product or the place of import. A detailed review of certain products reveal
continuing import of some items despite domestic availability of the same item. However, given the
close proximity and open borders, it may be more competitive to import from across the border as
against the long transport of domestic products. Thus, a closer look on the supply gaps in specific
locality will be prudent before making investment to enhance domestic production and replace the
import based on the national level statistics.
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2

ANALYSIS AND ASSESSMENT OF POTENTIAL PRODUCTS

The import trend, value and volume of import of products shortlisted based on the trade statistics is
detailed in the sections below. Possible projects or activities that can contribute to lowering the import
of these products are suggested accordingly.

2.1

Livestock Products

4500

483.01

441.59

4000

271.5
202.14
175.52

100

3000
2500
2000
1500

VOLUME IN MT

3500
271.77
199.27
104.01

487.02
321.31

288.84
182.66
167.85

200

167.99
173.31

300

163.29
193.54

400

498.49

500

308.93

VALUE IN NU. MILLION

600

561.67

Meat items comprising of beef, pork, chicken and fish stand out prominently through the years although
with slight variation. In 2018, the import of these items accounted for Nu 1.058 billion. The graph
below shows the value of meat items and quantity imported over the last five years. For the purpose of
analysis, import trend of each meat item is detailed in the following paragraph. Local production
information, based on RNR Statistics 2017, is also provided to assess local production trend over the
years.

1000
500

0

0
2014

2015

2016

2017

2018

YEAR
Beef Value

Pork Value

Chicken Value

Fish Value

Beef Quantity

Pork Quantity

Chicken Quantity

Fish Quantity

Graph 2: Meat Import Trend (2014-2018)

Meat
Beef
Pork
Chicken
Fish

Meat Production in the country in Metric Tons (MT)
2013
2014
2015
2016
2017
421
639
637
537
501
485
388
462
740
928
789
944
1063
1209
1349
55
119
149
188
223
Source: RNR Statistics 2017
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2.1.1 Beef
Beef is a popular food item in Bhutan and is being consumed almost on a daily basis at large quantities.
Most of it is imported from India. The annual average import value for the last five years stand at Nu.
494.36 million, while average quantity is recorded at 3,514 MT.
Although there is no established beef farming in the country, the statistics of RNR show that there is
local supply of beef although accounting for a very small percentage of the overall consumption in the
country as shown in the table above. Given that the vast majority of the population is engaged in
agriculture where cattle rearing is a part of the subsistence farming, there may be scope and potential
to enhance the production level. However, establishment of commercial beef farming is not taken up
as it conflicts with religious, traditional and cultural values. Thus, no such industries have made its way
into the economy so far.
Domestic production of beef is likely to remain small while the consumption level and import may
remain constant or further increase given the expanding urban population. Beef is generally imported
in whole without proper processing, packaging or labelling. Thus, there is potential for value addition
to the imports through proper processing and packaging of imported beef.
Potential activity: Processing and packaging of beef

2.1.2 Pork
The average annual import for the last five years stands at Nu. 281.67 million corresponding to volume
of 1,960 MT, from 2014 to 2018. The import of pork is observed to be consistent over the years though
there is little reduction in the year 2017 and 2018 as compared to import year 2014 and 2015.
The record with RNR shows that in 2017, a total of 928 MT of pork was produced within the country
valued at about Nu. 232 million at the rate of Nu. 250/ kg. Pork production in the country has increased
steadily over the years. For instance, pork production in 2013 was 485 MT and over the five years, it
increased to 928 MT in 2017. Thus, there is a gradual substitution of imports by local production that
may continue in the future. The Government may further encourage establishment of piggery farms
and provide incentives where necessary. Further, similar to beef above, there is no processing and
packaging of pork as of now.
Increasing the number of piggery farms and establishment of processing and packaging facility have
the potential to reduce import as well as add value in the supply chain.
Potential activity: Piggery and Packaging of Pork
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2.1.3 Chicken
Import of chicken shows an increasing trend over the last five years. The annual import during the
period from 2014 to 2018 averaged 1,446 MT valued at Nu. 183.07 million. Despite increase in the
volume of local production from 789 MT in 2014 to 1349 MT in 2018, the level of import in terms of
value has remained almost constant. This indicates increasing demand for the product attributable to
changing lifestyle, increase in hotels and restaurants, and growth of tourism sector. The trend of local
production in chicken as shown in the above table indicates that poultry industry in the country is
expanding.
Although poultry farming has expanded, there is still scope to further increase domestic production by
providing necessary support to boost the poultry industry in the country. Further, there are demands
for particular parts of chicken for various food recipes. However, such processed and packaged chicken
products are not available in the local market as chicken is sold as whole without proper processing,
packaging and labeling. Thus, there is potential for value addition and diversifying chicken products.
Potential activities: i. Poultry farming
ii. Processing and packaging of chicken
2.1.4 Fish (Fresh)
Bhutan imported 703 MT of fish worth Nu.104.01 million in 2018 as compared to 1,462MT worth
Nu.193.54 million in 2014. The reduction in 2018 is attributed to the ban on import of fish on the health
ground imposed by regulatory authorities. However, considering the years 2014 to 2017, the import of
fish has remained consistent.
There are five fish farms in the country so far, which includes two in Sarpang and one each in Haa,
Samdrupjongkhar and Pemagatshel. The local fish production grew to 223 MT in 2017 from 55 MT in
2013, indicating increasing domestic production of fish. While the National Research Centre for
Riverine and Lake Fisheries is promoting fisheries in the country, there is scope to further expand and
diversify fish production.
Potential activity: Fishery

2.1.5 Milk and milk products
Milk and milk products are being imported in large quantities. The total value of import in 2018 alone
stands at Nu. 1,579.51 million. The products imported are fresh milk, processed milk, curd, yoghurt,
butter and cheese. While majority of imports are directly consumed, there are also few industries that
use milk as raw material. Milk worth Nu. 284.52 million was imported for industrial use in 2018.
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Graph 3: Milk and Milk product import trend (2014-2018)
In 2017, local production of milk was 50,251 MT, with 4,298 MT of cheese and 2,053 MT of butter.
The local production trend is shown in the table below:

Dairy Products
Milk
Cheese
Butter

Milk Products produced in the country in MT
2013
2014
2015
2016
2017
30,921
34,870
39,844
47,270
50,251
2,382
2,702
3,471
3,667
4,298
1,322
1,409
1,629
1,711
2,053
Source: RNR Statistics 2017

As of June 2019, there were three established milk and milk processing firms in the country. These
firms were facing shortage of milk supply for processing wherein they had to resort to import. Thus,
there is scope to increase the production of milk, as well as setting up milk processing units to substitute
imports.
Potential activity: Dairy and Milk Processing Units

2.2. Agriculture Products
Agriculture products constitutes a large segment in the overall import basket of the country. The import
of these products has remained consistent over the last five years as shown in the graph below. For the
purpose of analysis, each agricultural item has been described in detail in the following paragraphs.
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Local production data table as provided in the RNR Statistics 2017 is also provided below for the
purpose of comparison to present local production trend and capacity in the country.
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Graph 4: Agriculture products import trend (2014-2018)

Agriculture Products
Potato
Peas
Lentils
Wheat
Maize
Paddy

Domestic Production in MT
2013
2014
2015
2016
2017
50,390
53,612
49,359
58,820
57,223
1,180
970
1,218
1,014
859
22
74
82
NA
NA
4,286
3,465
3,730
2521
3,883
75,715
77,244
83,714
82,035
94,052
75,228
77,038
80,261
83,332
86,385
Source: RNR Statistics 2017

2.2.1 Potato
Although Bhutan is a net exporter of potato, there are still imports from India. However, the import is
observed to be seasonal especially from January through February when there is no potato production
in the country. In 2018, Bhutan exported potatoes worth Nu. 686.3 million while import stood at Nu.
80.38 million.
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Potatoes are largely produced in the country and exported to India. The production saw a growing trend
over the period of time and recorded 57,223 MT in 2017. Conversely, there is a substantial import of
preserved, prepared and frozen potatoes including raw chips mainly from India. These types of
products are largely used by service industry.
Potatoes have a huge local market as vegetable as well as for processing. There are more than fifteen
potato chips production units spread across the country with more proposals in the pipeline. Some of
the production units are approved through Private Sector Landing (PSL) initiative. In addition, under
the Cottage and Small Industry and Start-up Flagship Program, potato products, among others, are
identified for end-to-end support to promote value addition to potato.
There is a need to promote domestic production of these products, as raw materials are abundantly
available in the country.
Thus, potato production is one area where more focus could be accorded to enhance export and to
ensure local demand is met during off-season.
Potential activities:

i. Off-season Potato Cultivation;
ii. Potato Based Value added products; and
iii. Processed and preserved potatoes.

2.2.2 Peas and Lentils
There is a substantial import of peas and lentils from India recording an average import of Nu.152.23
million for the last five years. Although there was local production as shown in the table above, the
import of these products continue. Thus, there is a supply gap and scope for increasing the production
and marketing of these items in the domestic markets.
Potential activity: Production of Peas and Lentils

2.2.3 Wheat and Meslin
Wheat and meslin import in the last five years show a decreasing trend and the flour import has
remained constant. As shown in the figure below, the import of wheat and meslin has decreased over
the years from Nu. 253.41 million in 2014 to Nu 56.68 in 2018. However, the import of wheat and
meslin has recorded an increase to Nu. 185.85 million in 2018, as compared to Nu. 164.65 million in
2014.
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Graph 5: Wheat and Meslin Import trend (2014-2018)
It is observed that the local wheat production in the country is almost constant as shown in the table
above.
Given the suitability of climatic conditions for production, there is potential to enhance local production
level with an objective to, at the least, meet the local demand for wheat and flour. In addition, one of
the mills in the country uses wheat as raw material to produce flour. Further, there are at least seven
breweries in the country, which uses wheat as raw material. Distilleries and breweries will require
wheat and barley as raw materials and there is a potential to value add to wheat domestically.
Given the commercial demand for the purpose of making flour, wheat production in the country could
be encouraged. Leasing state reserve forest land for cultivation on a commercial basis with improved
farming mechanism could be facilitated.
Potential activity: Production of Wheat and Barley and industrial linkage with Distilleries and
Breweries.

2.2.4. Maize
Maize is widely grown in the country with 75,715 MT produced in 2013 and gradually increasing every
year, recording 94,052 MT in 2017. Despite the local production capacity, there is still import of maize
in huge quantities. As shown in table above, the import figure for the last three years is more than Nu.
300 million annually.
17

Domestic industries producing alcoholic beverages and animal feeds, use maize as raw material. In
2018, maize worth of Nu. 127.34 million was used by industries.
Potential Activity: Production of Maize for industrial use. The production of maize could be
enhanced through providing improved seeds, subsidized fertilizers and agricultural machinery.

2.2.5 Rice
Rice is the staple food in Bhutan. The annual average import of rice for the last five years stands at Nu.
1,843.26 million. Looking at the local production of paddy, in 2017, a total of 86,385 MT of paddy
was produced in the country.
While it may be too ambitious to achieve 100% substitution of rice imports, the current production
may be encouraged with improved seed and advanced method of cultivation through research studies.
Further, rice products are identified as a priority under the Start-up and CSI development flagship
program, for providing necessary support and intervention to enhance rice production. The
Government may provide support such as providing SRF land on lease for paddy cultivation at a
commercial level.
Potential activity: Enhance Paddy Production

2.2.6 Bamboo

Value in Nu. million

Bamboo import is also consistent with over Nu. 100 million worth import every year. Bamboo is
imported mainly for use in the construction sector. In addition, bamboo finds use in the production of
bamboo charcoal used by ferro-silicon industry. Statistics show that between 2014 and 2018, bamboo
charcoal worth Nu. 4.36 million was imported.
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Graph 6: Bamboo import trend (2014-2018)
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Bamboo is grown in Bhutan but not on a commercial scale. As per the RNR statistics, in 2017, 119,288
numbers of bamboos were harvested in Bhutan. Under the Start-up and CSI development flagship
program, bamboo products are identified for providing necessary support and intervention to enhance
production of bamboo and its products. The Government may provide support such as providing SRF
land on lease for sustainable bamboo production at a commercial level.
Potential activities: i. Growing of bamboo for construction;
ii. Bamboo furniture; and
iii. Bamboo charcoal

2.2.7 Animal Feeds
On an average Nu. 287.22 million worth of animal feeds are imported from India annually and the total
value of import from 2014 to 2018 is recorded at Nu. 638.73 million. These feeds are mainly imported
for poultry and cattle in rural areas. Total domestic live animal in 2017 was 1,562,973, poultry being
the largest followed by cattle and yak as shown in the table below.

Domestic Live Animals
Animal Types

2013

2014

2015

302,526

301,331

302,744

303,297

303,250

624

1,173

742

577

502

39,543

37,412

38,222

40,438

41,528

6,297

7,581

8,269

9,179

8,806

Buffalo

691

574

586

532

550

Equine

22,692

21,221

20,253

18,890

18,211

Sheep

9,917

10,778

11,410

11,277

10,444

Goats

39,264

48,864

41,983

39,513

42,689

Pigs

15,373

14,204

15,727

15,324

18,815

551,185

550,715

638,501

1,038,553

1,118,178

Cattle
Mithun
Yaks
Zo-zoms

Poultry

2016

2017

Dhejung Feeds and Karma Feeds are the two domestic industries producing feeds and catering to
domestic demands. On average, Karma Feeds produces 23,534.81 metric tonnes of animal feeds in a
year. These two industries predominantly produce all kind of feeds for poultry, live stocks and fish.
However, the import continues indicating production gap in the country.
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Graph 7: Animal feed import trend (2014-2018)
Over the last few decades, there have been significant development in the rearing of poultry and cattle
in the country. Bhutanese poultry industry saw exceptional success that succeeded in replacing the
import of eggs totally and contributed to substantial replacement of import of chicken. In dairy farming,
there is gradual shift to high milk yielding cattle breed and commercial utilization of milk through
cooperatives and milk processing plants. Given the increase in animal population and increasing
demand for animal feeds, there is scope to increase the production level of animal feeds to meet the
domestic demand.
The raw materials for animal feed include rice, wheat, soya bean, maize and other cereals.
Potential activity: Animal feed plants in different locations

2.3 Prepared and processed tomatoes and fruits
2.3.1. Prepared and processed tomatoes
Tomatoes prepared and preserved are imported mainly for commercial purpose by hotels, restaurants
and other service providers paying applicable duty rate of 50% and sale tax rate of 10%. These products
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can be substituted as tomatoes can be grown in the country to meet the market demand. In 2017, the
domestic production of tomatoes was recorded at 383 metric tons.
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Graph 8: Prepared and preserved potatoes, tomatoes and fruits import trend (2014-2018)
Although the level of import of processed and preserved tomatoes is not significant at less than Nu 10
million per year, the potential to grow and process tomatoes within the country is high. As such, small
units could capitalize on the domestic demand supply gaps as well as produce for external market given
that Bhutanese agricultural products would have advantage in terms of having it grown in pristine
environment with low level of use of chemicals.
Potential activity: Preserved tomatoes

2.3.2. Prepared or preserved fruit
Blessed with micro climatic conditions, the country has the capacity to produce a range of fruits and at
different seasons. However, there are limited number of enterprises engaged in commercial farming of
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fruits as of now except for major cash crops namely oranges and apples. The table below provides a
summary of fruits grown within the country.
Domestic Fruit Production in MT
Fruits
Apple

2013*

2014*

2015*

2016*

2017**

8,032

7,051

5,308

6,587

8,039

Mandarin

33,469

45,226

15,977

42,700

28,017

Areca nut

6,249

7,468

9,406

9,467

9,342

656

586

651

644

530

Pear

1,697

1,137

867

852

1,510

Peach

1,148

1435

783

972

1124

Plum

744

783

385

376

482

Walnut

350

337

211

152

239

Jackfruit

773

1,102

1,227

775

528

Guava

592

787

588

665

1,084

Papaya

106

126

214

282

278

Pomegranate

101

111

63

83

74

Litchi

169

172

160

134

313

Persimmon

225

227

137

49

152

1,489

1,631

2,636

3,076

3,113

Sugarcane

292

324

508

345

Passion fruit

125

135

66

120

94

57

54

64

67

72

Mango

Banana

Pine apple

The total domestic production of fruits recorded by RNR is 54,991 MT in 2017 recording mandarin
production as the highest. Domestic fruits are sold fresh in domestic market as well as export. As a
result, the import of preserved fruits continues. Over the last 5 years, on an average Nu. 51.83 million
worth of prepared and preserved fruits were imported.
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Fruits constitute a part of regular diet particularly in upper income groups and urban residents. Given
the preference for organic domestic products, there is scope for enhancing production level of different
types of fruits based on the climatic conditions and linking the supply to consumption centers.
Potential activities:

i. Commercial farming of fruits; and
ii. Fruit preservation.

2.4 Processed Foods
The changing food habits, dietary consciousness, increasing visitors and urban population is
contributing to demand for processed food of different types. For example, spaghetti, pasta, noodles,
bread and sweets are not traditional food items of general Bhutanese but now these items are becoming
increasingly popular. The graph below shows the import of some of these items.
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Graph 9: Processed Foods import trend (2014-2018)
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2018

2.4.1. Sugar
Sugar, an essential ingredient widely used on daily basis in commercial hotels, food industries and
domestic households are largely imported from India. The annual import on average is Nu. 359.31
million with import trend remaining almost constant as shown in graph above.
Currently, there is no domestic industry for sugar production mainly due to lack of commercial
production of sugar cane in the country, which is the main raw material. There is a large supply gap
for sugar and scope for import substitution exists, if the raw material, namely sugarcane can be grown
within the country.
Potential activities: Sugarcane plantation and sugar production

Products
Sugar

Import of Processed Food in MT
2014
2015
2016
2017
2018
342.05 278.05 373.95 449.13 353.37

Pasta, noodles, spaghetti, macaroni etc.
Sweet biscuits, Sweets and other sugar
confectionary
Pastries and cakes
Ice cream
Sauces
Corn flakes and similar products
Chocolate and other cocoa based
preparations
Soups and broths
Puffed rice
Sausages and similar products

388.29

343.89

334.37

299.99

428.02

289.95

346.03

312.22

342.82

371.35

21.56
24.69
3.61
25.28

21.18
31.11
5.05
24.7

32.02
32.62
4.42
17.67

37.29
37.5
6.4
17.54

33.7
38.58
10.53
11.28

5.2
14.62
13.72
5.48

11.29
13.8
10.73
6.57

9.29
15.91
8.91
4.16

27.64
8.18
9.27
6.48

28.44
10.65
10.24
6.09

2.4.2 Pasta, noodles, spaghetti, macaroni and related items
With change in diet habits of the Bhutanese society, there is a substantial import of pasta, noodles,
spaghetti, macaroni, etc. both from India and third countries as shown in graph above. The average
import in a year is Nu. 358.91 million and cumulative import for five years is recorded at Nu. 1.79
billion. These products are used by both households and commercial restaurants/hotels.
There are some Bhutanese entrepreneurs undertaking the production of similar products at cottage and
small scale. The raw materials for these products are generally wheat, buckwheat, rice and other cereals
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which are grown in the country. There is a requirement to diversify the products and mechanize the
production to achieve economies of scale and substitute imports of these products.
Potential activity: Noodles manufacturing

2.4.3 Pastries and cakes
The consumption pattern of pastries and cakes in the market has witnessed increasing trend since last
one decade and correspondingly cakes and pastries manufacturers witnessed a growing trend. Despite
the domestic production, there is import of pastries and cakes amounting to an average import of Nu.
29.15 million per annum mostly from India. The share of import from third country remains relatively
low.
Considering the import size and domestic capacity, there is a scope for expansion and location based
domestic production to bridge the supply gap and cater to domestic demand. Product diversification is
also required for effective import substitution.
Potential activities:
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Graph 10: Pastries and other food items import trend (2014-2018)
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2.4.4 Ice Cream
The import of ice cream has increased over the last five years. The import value for 2014 was Nu.
24.69 million and gradually increased to Nu.38.58 million in 2018. The import from third country is
low.
There is potential for domestic production of ice cream as these are not labour and capital intensive.
Small scale entrepreneurs could take up ice cream production activities in the country.
Potential activity: Small scale ice cream manufacturing units

2.4.5 Sausages
With the change in consumption pattern and establishment of number of high-end tourist hotels, the
demand for sausages is increasing. The annual import averages Nu. 5.78 million, over the last five
years. Although the import value is relatively low compared to other products, there is potential for
import substitution as there is a capacity for domestic production. This may be taken up as value
addition project under meat processing units or as small ventures specializing in specific products.
Potential activity: Cottage scale Sausage Production

2.4.6 Sweet biscuits, sweets and other sugar confectionary
`
Import of these products is significant recording Nu. 371.35 million in 2018, and witnessing a growing
trend. Import substitution for all the products may not be possible but there is a huge market worth
undertaking production activities.
Potential activity: Bhutanese-flavored biscuits, sweets and confectionary

2.4.7 Puffed Rice
There is constant import of puff rice from India worth Nu. 10.57 million annually. Rice is the only raw
material for making this product and it is widely used in religious ceremonies and as snacks. Import of
puffed rice may be substituted by domestic production as it adds value to rice.
Potential activity: Puffed rice production
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2.4.8 Soups and broths
The average import of soups and broths in the last five years is Nu. 12.63 million. These products are
used commercially and also for household consumption. There are wide range of raw materials used
in production of these products such as vegetables, seeds, fish and meat.
These products can be produced in the country replacing their import as raw materials are available in
the market. As the country produces exotic vegetables such as mushrooms and asparagus among others,
there is scope to take up domestic resource based soups and broths.
Potential activities: i. Bhutanese flavored soups and broths (as alternative); and
ii. Premium soup (mushroom/asparagus).
2.4.9 Fruits and vegetables juice
Fruits and vegetables juices are imported recording the highest import value of Nu. 334.56 million in
2018. Wide range of fruits and vegetables are used to produce juice. There are two major fruit
processing units in the country. Some of the carbonated drinks producing units are also shifting to
producing fruit juices in the country. Despite domestic production, the import continues as the range
of fruit juices and flavors differ widely. The graph below provide the figures both in value and quantity
the level of import of fruit and vegetable juices.

Fruits and vegetables juices
6000000

400

5000000

300

4000000

250

3000000

200
150

2000000

100

Quantity in Litre

Value in million nu.

350

1000000

50
0

0
2014

2015

2016

2017

2018

Year
Value

Quantity in litre

Graph 11: Fruits and vegetable juices import trend (2014-2018)
Among the vegetables, tomato juice has high potential due to availability of raw material and the
market for the product.
Potential activity: i. Tomato juice; and
ii. Enhance Fruit Production and domestic Marketing.
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2.5 Minerals and mineral based products
2.5.1 Silica sand and quartz sand
Sand is a granular material composed primarily of quartz with minor amounts of other minerals. Sand
has variety of uses depending on the chemical composition as opposed to primary use of sand for
construction purposes. Sand is found in abundance in Bhutan and due to sedimentation process, the
riverbed and banks on the southern foothill collect huge deposit of sand leading to rise of riverbeds.
Despite availability of huge deposit of sand, Bhutan has been consistently importing about 33,000 MT
of sand annually valued at Nu.34.58 million. On the contrary, Bhutan is not exporting any sand as these
materials are equally found in abundance in riverbanks of neighboring towns in India. The import of
sand during the last five years is as shown in the graph below.
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Graph 12: Silica sand & quart sand import trend (2014-2018)
With the establishment of Natural Resources Development Corporation Limited (NRDCL) in 2007,
natural sand has been nationalized and NRDCL has been mandated to manage and supply sand in the
country. There is need to identify locations where supply of sand is limited resulting in import.
Potential activity: Supply of sand in unserved areas
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2.5.2 Quartz and quartzite
Quartz is the second most abundant mineral in the earth’s crust after feldspars. Quartz is the main raw
material for Silicon in the production of ferrosilicon and silicon-metal ((Fe)Si). The Department of
Geology and Mines has not been able to locate a quartz deposit in Bhutan so far that can be
commercially mined.
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Ferrosilicon plants in Bhutan are importing close to 150,000 MT of quartz annually from India as raw
materials to blend with quartzite from mines in Bhutan as shown in graph below. The SiO2 content of
quartzite from mines in Samtse and Chukha Dzongkhags are below 98% whereas most of the plants
require on average about 98% to avoid generation of slag in huge quantities. Therefore, these plants
blend the quartz from India and quartzite from Bhutan ranging from ratio of 70:30 to 10:90 depending
on plant and furnace capacity.

Volume

Graph 13: Quartz import trend (2014-2018)
Quartzite deposits has been explored in Tintali area in Samtse and Pasakha area in Chukha district and
were found to be suitable for manufacture of ferro-silicon and silicon carbide. Bhutan imports about
4,000 MT quartzite annually valued about Nu.15 million as shown below, besides the use of local
quartzite. The local production of quartzite recorded 145,200 MT in 2018.
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Graph 14: Quartzite import trend (2014-2018)
During a geological expedition undertaken by the geologist of Department of Geology and Mines, a
quartzite deposit has been found in the Samdrup Jongkhar Dzongkhag, which shows higher content of
SiO2. Detailed exploration would be taken up in 2019-20 and the deposit will be made available for
supply to domestic industry. If the deposit is feasible, there is a potential to partially substitute import
of quartz valued at annual import of about Nu.400 million.
Potential activity: Prioritization in exploration of higher grade of quartzite deposits

2.5.3 Stone aggregates for construction
Stone aggregate is essential for constructing and maintaining the physical framework of the buildings
and infrastructure. Any naturally occurring geological material can be used as construction aggregate
as long as it satisfies the requirements of the end-use specification. Primary aggregates are produced
from two main sources, ‘crushed rock’ and sand and gravel. Crushed rock aggregate is produced from
hard, strong rock formations including igneous (andesite, basalt, diorite, dolerite, gabbro, granite,
rhyolite, tuff), metamorphic (hornfels, gneiss, quartzite, schist) and sedimentary (sandstone, limestone)
rock.
Bhutan has huge deposit of materials for producing stone aggregates that can be quarried as well as
collected from river banks and beds in the form of sand and gravel. Bhutan is exporting these materials
in huge quantities valued close to Nu.1 billion annually. The import and export figures are provided in
the tables below.
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Import of Aggregates in MT

Export of Aggregates
Year

Volume
Value (in Nu.
(MT)
Million)
2014
39,294.01
30.356

Year

Pebbles,
Of
Stone Chips
gravels & Marble
& powder
crushed
stone
2014
7,418.89 1,702.22
351.82
2015

11,883.17

1,365.75

286.99

2016

24,027.70

1,373.03

2,110.93

2017

14,176.42

1,939.10

811.94

2018

5,709.89

1,381.72

4,106.78

Total

63,216.07

7,761.82

7,668.46

2015

154,276.16

115.336

2016

476,637.66

391.624

2017

691,155.37

650.627

2018 1,283,970.56

919.229

Despite the abundance of materials in the country, there is certain quantity of import which can be
easily substituted. There is a need to identify such location where imports are taking place and ensure
availability of locally produced materials in those places.
Potential activity: Supply of stone aggregates in unserved areas

2.5.4 Cement clinker
In the last four years, cement plants in Bhutan have been importing annually about 50,000 MT of
cement clinker from India. Bhutan is also exporting about 45,000 MT of cement clinker to India and
third countries. The average value of import of cement clinker in the last four years is about Nu.170
million.
The primary raw material for the manufacture of cement and cement clinker is limestone. Limestone
deposits are widespread in southern Bhutan and some of the deposits meet the chemical grade for
production of cement clinker. The import trend of clinker is shown in the graph below.
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Graph 16: Cement clinker import trend (2014-2018)
The Department of Geology and Mines has identified some of the potential deposits in the southern
Bhutan and may allocate such deposits for production of cement clinker to reduce the import. In the
short term, Government may undertake study to assess the issues and challenges in channeling the
clinker supply from Dungsam Cement Corporation Limited to the domestic cement industries.
Potential activity: i. Linkage of domestic clinker production to cement plants;
ii. Identification of limestone deposit in Central/Western Bhutan; and
iii. Establishment of cement/clinkers plant.
2.5.5 White cement
White cement has essentially the same properties as gray cement, except for color. The color of white
cement is determined by its raw material and the manufacturing process. Metal oxides, primarily iron
and manganese influence the whiteness and undertone of the material. After adding pigments, white
cement produce clean, bright colors, especially for light pastels. Many different colors of concrete can
be created, and just like with paint, two or more pigments can be combined to achieve a wide range of
colors. An even greater variety of decorative looks can be achieved by using colored aggregates and
varying the surface finish treatment or texture.
Currently Bhutan imports about 400 MT of white cement annually valued at about Nu. 6 million as
shown in the graph below. The trend is upwards indicating that there will be rise in demand in the
future. Further, there is potential for export to Indian market especially in the eastern and north-east
part of India as the white cement plants in India are located towards the western part of the country.
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Graph 17: White cement import trend (2014-2018)
Study undertaken by private firms indicate that the white crystalline limestone deposits in northern part
of the country meets the grade and color specification and it is feasible to manufacture white cement.
Therefore, Government may study such potential deposits and allocate to specifically manufacture of
white cement.
Potential activity:

i. Investigation of crystalline limestone; and
ii. White cement manufacturing.

2.5.6 Tiles
Tiles are mainly made up of clay material or any form of inorganic raw material and from recycled
materials. Different types of tiles used in building construction are available in glazed or unglazed
form. These are incombustible in nature.
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Graph 18: Tiles import trend (2014-2018)
Bhutan is consistently importing tiles worth about Nu.128 million annually and the use of such products
is expected to increase for home and office decor. Given the market availability, there is high potential
for tiles manufacturing units in Bhutan especially on stoneware tiles to substitute the import.
Potential activity: Study viability of Tiles Manufacturing

2.5.7 Granite
Granite is an important structural and ornamental stone and because of its high compressive strength
and durability, is extensively used for massive structural works like bridge piers, sea and river walls,
dams and monumental buildings, where excessive wear and abrasion is likely to occur. It is widely
used as a building material in the form of tiles and slabs and is a modular element for flooring, internal
and external cladding, steps, sills, etc., in houses, offices, hotels, restaurants, hospitals, temples, etc.
Fine grained variety of granite that can be carved and polished has potential for ornamental and
monumental objects.
Granite is found in several parts of Bhutan with slight variations in the physical properties of the stone
depending upon the grain size and the minerals that go into its formation. However, the granite deposits
in Bhutan are highly jointed, thereby limiting the potential for production of large slabs. There is
already a granite quarry under operation which cuts and polishes smaller slabs.
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Graph 19: Granite import trend (2014-2018)
It is evident from the graph above that import of granite is increasing. In 2018, there was import of
2209.71 MT of granite valued at Nu.56.26 million. The Department of Geology and Mines could
undertake studies on potential granite deposit for production of granite slabs and tiles.
Potential activity: Exploration of granite deposit

2.5.8 Building blocks and red bricks
Concrete block construction has gained importance and has become a viable alternative to fire clay
bricks. The essential ingredients of concrete are cement, aggregate (sand, gravel) and water. Concrete
blocks are produced in a large variety of shapes and sizes. They can be produced manually or with the
help of machines.
With the introduction of Autoclaved Aerated Concrete (AAC) blocks as an alternative to the
conventional fire clay bricks, the import and use of concrete block has increased. Aerated lightweight
concrete does not contain coarse aggregate, and it possesses many beneficial aspects such as low
density with higher strength compared with conventional concrete. Enhanced in thermal and sound
insulation and reduced dead load, these blocks result in several advantages to decrease structural
elements and reduce the transferred load to the foundations and bearing capacity.
Import statistics shows that there is exponential rise in import of cement/concrete building blocks and
bricks since 2017. The value of import increased by 373% in 2018. Most likely increase is due to
import of Autoclaved Aerated Concrete (AAC) blocks. There is already an existing manufacturer of
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AAC blocks and few applications are under process. Therefore, these imports are expected to reduce
in the coming years once these plants come into production.
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Graph 20: Building blocks and bricks import trend (2014-2018)
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One of the oldest building material, brick continues to be popular and leading construction material
because of being cheap, durable and easy to handle and work with. Clay bricks are used for buildingup exterior and interior walls, partitions, piers, footings and other load bearing structures. A brick is
rectangular in shape and of size that can be conveniently handled with one hand. Clay bricks are
commonly used since these are economical and easily available. Bhutan consistently imported about
32 million numbers of bricks per annum valued close to Nu.208 million as shown below.

Graph 21: Fire clay bricks import trend (2014-2018)
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Study undertaken by geologist found that Bhutan do not have clay deposit, which can be commercially
mined and `used for production of fire clay bricks. Therefore, there is possibility for substitution only
with other products like AAC blocks and hollow blocks.
Some of the comparative advantages and disadvantages of using ACC blocks over fireclay bricks are
as follows:
Advantages of ACC blocks

Disadvantages of ACC Blocks

Economical: The cost of purchase,
transportation and construction using AAC
blocks is lower compared to fireclay bricks.
Further, use of AAC has rapid increase in
construction speed compared to fire clay
bricks.
Eco-friendly: Natural materials are used as the
raw materials and AAC is completely free
from any kind of toxic and harmful substance.
The energy consumed in the production
process is minimal and the higher energy
efficiency makes the AAC a very eco-friendly
product.
Thermal resistant: As the AAC block is a
porous block and contains air voids, it has a
very low thermal conductivity of 0.24
compared to clay brick which is 0.81. Its
conductivity is even less than those of the
hollow blocks.
High workability: AAC block is much more
workable than any of the other building block
including stone, brick, fly ash brick, CLC
blocks, Timber, etc. AAC block can be easily
cut with a hacksaw into any desired size and
shape.
Good compressive strength: Normal
compressive strength is about 4N/mm2 which
is more than the minimum required. The
strength of clay brick that is 3.5N/mm2. Hence
even after being 1/3rd of the weight of clay
brick, it is suitable to be used as a building
block.

High water absorption: The water absorption
of clay brick is about 25% of its weight
whereas in the case of AAC block the water
absorption is about 50%.

Plastering: As the surface finish is clean and
smooth, plaster does not stick well on AAC
blocks as compared to clay bricks. Further,
high water absorption of AAC blocks make it
harder to plaster.
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Study undertaken has shown that AAC is cheaper and equally strong to that of fire clay bricks. Further,
the major raw materials required for manufacturing are readily available in Bhutan without the need of
import. AAC blocks is one of the products which can substitute the import of fire clay bricks.
Potential activity: AAC Block making units

2.5.9 Waste and scrap of cast iron
Iron, which includes its refined product steel, is the most widely used of all the metals. Iron and steel
products are used in many construction and industrial applications, such as appliances, bridges,
buildings, containers, highways, machinery, tools, and vehicles. The recycling of iron and steel scrap
(ferrous scrap) is an important activity worldwide. Obsolete iron and steel products and the ferrous
scrap generated in steel mills and steel-product manufacturing plants are collected because it is
economically advantageous to recycle iron and steel products by melting and recasting them into semifinished forms for use in the manufacture of new steel products.
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Old scrap includes metal articles that have been discarded after serving a useful purpose. Because of
the wide variety of chemical and physical characteristics, old scrap often requires significant
preparation, such as sorting, de-tinning, and de-zincing, prior to consumption in mills. The largest
source is junked automobiles followed by appliances, machinery, worn out railroad cars and tracks,
demolished steel structures, and other products. The import and export of waste and scrap iron is as
shown in the graph and table below respectively.
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Graph 22: Waste and scrap of iron cast import trend (2014-2018)
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Value
Volume

Export of waste and scrap of cast iron in the last 5 years
Year

Volume (in MT)

Value (in Nu. Million)

2018

1693.06

40.21

2017

1063.18

14.69

2016

662.89

10.21

2015

1503.93

29.99

2014

3975.52

85.92

Steel plants in Bhutan import about 23,000 MT of scrap iron from India annually valued to about Nu.
495 million, which include mixture of old scrap and industrial scrap that is generated from steel
manufacturing plants. Scraps generated in the country are exported to India that was valued about
Nu.10 million, in 2018. There is no potential to substitute the import, however, if the domestic scraps
are sorted and channeled, the import could be reduced.
Potential activity: Sorting and channeling of domestic scraps

2.6

Pharmaceutical Products

2.6.1 Pharmaceutical products
The annual import of pharmaceutical products over the last five years stands at Nu. 876. 63 million.
Pharmaceutical industry is one of the less polluting industries compared to other chemical industries
that may fit well to the pristine environment the country is known for.
Currently, there is one FDI company namely Neethsel Private Limited, engaged in the production of
pharmaceutical products. The company produces Chloramphenicol B.P. products of different types
that is primarily sold to Indian market. Generally, the raw materials for pharmaceutical products need
to be imported as the inputs namely the formulation go through sophisticated process and approval.
However, there is significant value addition in transforming the raw materials to finished products as
well as skills developed through hand on experience in the technical know- how involved.
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Graph 23: Pharmaceuticals import trend (2014-2018)
A new pharmaceutical plant, also a FDI company, is being established in Samdrup Jongkhar. Anchored
on pristine environment and Bhutan brand, such industries could enjoy advantage and contribute to
import substitution as well as increasing exports.
Potential activity: Pharmaceutical and Health Products

2.6.2 Essential oil
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Graph 24: Essential oil import trend (2014-2018)
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Essential oils are simple and natural product that is used for flavoring, perfumery as well as for
medicinal products. These are derived primarily from plants and animal parts. In Bhutan, the lemon
grass oil is one of the essential oils produced at an industrial scale. In addition to lemon grass oil, a
Bhutanese enterprise namely M/s Kingdom Essences also extracts essential oil from Caraway, Pine,
Juniper, Cypress, Mugwort and Thingye.

Currently, as the full scale exploration and extraction of essential oil has not taken place in the country,
these are imported. According to BTS, Bhutan imported essential oil worth of Nu. 425.09 million
between 2014 and 2018 as shown in the graph above. Given the biodiversity and suitable climatic
conditions for cultivation and production of different types of essential oils, there is scope for
identifying additional types of essential oils in the country.
Potential Activity: Identify and promote production of additional essential oil

2.6.3 Soaps
Soaps and detergents are largely imported from India and for the last five years Nu. 1,024. 88 million
worth of soaps were imported as shown in the graph below:
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Graph 25: Soap import trend (2014-2018)
M/s Kimpex Private Limited has been producing soap and detergent powder at a larger scale both for
domestic market and export. It exported products worth Nu. 193.48 million to India during the period
from 2014 to 2018. Soaps and detergents form part of the fast moving consumer group (FMCG) and
the demand for the product will continue to increase. Small/cottage scale soap production have also
started making aromatic soaps. There is scope to further diversify and increase the production level as
there is significant supply gap that is being met from import.
Potential activity: Additional soap making unit
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2.7 Plastics and Wood products
2.7.1 Fittings, Boxes and others
This group covers fittings, boxes, cases, crates and similar articles, stoppers, lids, caps and other
closures, reservoirs, tanks, vats and similar containers of a capacity exceeding 300L made of plastic.
The average import per year is Nu. 150.81 million and is steadily increasing over the last 5 years.
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Graph 26: Fitting and Boxes import trend (2014-2018)
Bhutan Plastics Industry in Pasakha manufactures water storage tanks that has also been approved by
the BSB. High Density Polyethylene Pipes (HDPE) and Fittings are also made by Bhutan Plastics
Industry and is the only one approved for fittings by BSB. Plastic is not available in the country but
there is potential for local industries to produce fittings, cases and tanks. Although there is one local
producer, the import of plastic container and fittings have been increasing since 2014. The import trend
of different products is as shown in the graph above.
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Given the high pace of urbanization and construction of buildings, the demand for these products is
expected to increase as these are basic items for water storage and internal supply system in any
building.
Potential activity: Plumbing Fittings and containers
2.7.2 Wood Charcoal
Wood charcoal is one of the major inputs in the production of ferro-alloys. There is no domestic
production as a result, charcoal worth of Nu. 6,169. 47 million was imported from India for the last
five years as shown in the graph below. It is one of top ten commodities imported in the country since
2014.
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Graph 27: Wood charcoal import trend (2014-2018)
The raw material for the production of charcoal is generally wood, preferably waste coniferous species.
Ferro-silicon industries require the charcoal on a continuous basis and thus there is ready market for
the product. While there is perceivably availability of wood for making charcoal within the country,
there are also concerns on the forest cover and related issues. However, there is scope to add value to
lops and tops to produce charcoal in the Forestry Management Units that is identified for supply of
timber and firewood by the Government.
Potential activity: Production of wood charcoal from lops and tops (NRDCL).
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2.7.3 Corrugated and non-corrugated boxes
Cartons, boxes and cases of various sizes, finishes and designs made from paperboard products are
imported mostly from India as shown in graph below.
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Graph 28: Paper boxes import trend (2014-2018)
It shows increasing import trend of the carton boxes. The year 2018 saw maximum import worth of
Nu. 68.15 million. The total import of carton boxes has almost doubled in a span of five years.
The non-corrugated boxes constitute minimal share of only 27.5% of the total imported boxes. On the
other hand, 72.5% of the import comprise of corrugated boxes amounting to Nu. 239.70 million, a total
of 4,190.44 MT in the last five years. The boxes are used primarily for packaging purposes. Some
other uses include shipping of stuff, as recycle bin, signboards, pet house, toy containers, food storage,
etc. The carton boxes are widely used in food & beverage, automobile, electronics, giftware, stationery,
construction, and other industries.
Currently, there are three local business firms engaged in manufacturing of the corrugated as well as
non-corrugated boxes at a medium and small scale business category. The annual production capacity
of two such industries in 2018 was 6.68 million boxes worth Nu. 99.22 million. However, the
increasing import trend indicates existence of supply gaps and potential for enhancing production
capacity in the country.
Potential activity: Corrugated and non-corrugated boxes manufacturing units.
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2.7.4 Exercise Books, Registers and similar products.
This section comprises of exercise books used by the students in schools and for other official purposes.
It consist of lined books with margins as well as squared and plain papers to suit different subject needs.
Likewise, it also includes registers, receipt books, letter pads, and diaries folded or in single sheets.
From 2014-2018, Nu. 316.26 million (9.63 million books) worth of above items have been imported
into the country of which 95% of the importation accounted from India. The figure below shows
increasing overall import trend. Among these items, exercise books constitute major chunk of the
import with cumulative value of Nu. 202.71 million in five years. It is followed by registers, receipt
books, letter pads, diaries and similar articles with cumulative value of Nu. 113.54 million in five years
with constant trend in the import.
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Graph 29: Books import trend (2014-2018)
Detailed feasibility study was conducted in 2009 by the Department of Industry to establish exercise
books and allied products manufacturing unit in the country. Despite promising facts being presented,
not even a single exercise book manufacturing unit has materialized in the country.
Essentially, production of exercise books and other allied products entail establishment of paper
conversion industry. Paper constitute 70% of its raw materials. Other raw materials include ink for
ruling machine, stitching wire, thread, cloth, duplex board, glue or adhesive and spiral plastic.
Exercise books are mostly demanded and purchased by the Government, schools students, monastic
institutions, offices, commercial firms and in private homes. Therefore, considering the annual import
figure, expanding domestic markets, it merits consideration for substitution.
Potential activity: Production of Exercise Books

45

2.7.5 Envelope
Envelopes of different shapes and sizes are daily used for mailing purposes in offices, commercial
establishments, institutions and for personal purposes. Over the period of five years, Nu. 21.48 million
worth of envelopes were imported. The Graph 30 indicates increasing trend of import in five years with
surge in the import amounting to Nu. 7.65 million in 2018.
Most ordinary and commonly used envelopes are made from paper. However, some large and durable
envelopes are made from synthetic materials.
At present, not a single firm has been established to manufacture envelope. Basically, machine
performs all the operations needed to transform papers into envelope and it’s a rapid process.
The aspiring proponents venturing into manufacture envelope may customize designs and prints to
befit the consumer needs. This will ensure customer loyalty and variety for the general clientele.
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Graph 30: Envelope import trend (2014-2018)
With readily available raw materials, and domestic market (although small), it has high potential for
import substitution.
Potential activity: Cottage Scale Envelope Manufacturing Unit

2.7.6 Sanitary tissues
Sanitary tissues comprise of toilet or facial tissue stock and similar paper of a kind used for household
or sanitary purposes, cellulose wadding and webs of cellulose fibres, whether or not creped, crinkled,
embossed, perforated, surface-colored, surface-decorated or printed, in rolls or sheets, toilet papers,
handkerchiefs, cleansing or facial tissues and towels.
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Graph 31: Sanitary paper import trend (2014-2018)
The cumulative import of aforementioned products for five years from 2014-2018 is recorded at Nu.
224.92 million with highest import recorded in the year 2018 amounting to Nu. 53.86 million as
compared to Nu. 43.61 million in 2014. The figure shows increasing overall import trend. Of the three
products mentioned, household sanitary tissue constitutes majority of the import with slight decreasing
trend from 2014 to 2018. It is closely followed by import of toilet papers with an import value of Nu.
14.57 million in 2014 and gradually increasing to Nu. 20.6 million in 2018. Among the three products
mentioned herein, import of handkerchief, facial tissue and towels is the lowest with increasing trend
in the import value. Overall, 90% of the aforesaid products are imported from India.
Locally, from 2013 to 2018, there are 11 napkin, tissue/toilet paper manufacturing units in the country.
Five of the 11 units are established in Chukha, two units in Thimphu, three units in Paro and one unit
in Samdrup Jongkhar. Almost 95% of those units operate at small scale category.
The primary raw materials for manufacturing of tissue paper is wood pulp made from the wood chips
or recycled paper products. Tissue papers are mostly used in homes, offices and major chunk of its
market constitute hotels and restaurants in the country. Owing to the readily available raw materials
and market demand, it has high potential for import substitution.
The import trend of such products depicts increasing trend in the recent years despite local production.
Local industries, thus have scope to expand production capacity to substitute the import.
Potential Activity: Enhanced production of sanitary tissues
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2.8 Textiles
2.8.1 Woven fabrics
Majority of the import into Bhutan is woven fabric of cotton which have been differentiated into plain
weave, dyed, printed, other fabrics and of yarns of different colors. There are also import of woven
fabric of wool or of fine animal hair, woven fabrics of paper yarn, woven fabrics of synthetic filament
yarn and woven fabrics of synthetic staple fibres such as polyester. For the purpose of this assessment,
only woven fabric of cotton has been analyzed since the import figure for the others is not significant.
There is no industry currently that produces woven fabric of cotton. The DCSI has however, received
one proposal for establishing such an industry. The Thongsa Cotton Weaving Cluster in Pema Gatshel
was set up by APIC. It produces cotton only enough for captive textile products and not enough for
sale to others. There is however scope for expansion if government support is provided.
China and India are the top producers of organic cotton. It may not be possible to compete with them.
However, since APIC already has one cluster that is producing organic cotton and there is possibility
of increasing the production, government intervention may be required to ensure that the cotton
growers receive the required support to continue producing cotton. Other clusters or groups could be
encouraged to take up cotton farming.

Value in Nu.
million

The average import of woven fabric of cotton per year is Nu. 171.13 million but import has not been
consistent. The annual import of cotton fabrics is shown in the chart below.
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Graph 32: Woven fabric of cotton import trend (2014-2018)
There may be a huge scope for import substitution since woven fabric, be it of cotton or of other
material, could be designed for the domestic market to weave plain uniforms to start with and gradually
move to weave designs such as mathra meant solely for the Bhutanese. Government subsidy or
incentives may be required in the import of the necessary raw materials and machines to weave the
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fabric. Government intervention may also be required to provide preferential treatment to local
producers of woven fabric over imported product for government purchases.
Potential activity: Cotton Woven Fabrics
2.8.2 Garments
Import of garments for men, women, boys, girls and babies made of various materials constituted about
Nu. 881 million for the last five years. The average import of garments per year was Nu. 176.09 million
as shown in the chart below.
There is one existing manufacturer of garments namely Kinley and Sonam Manufacturing that imports
the raw materials. Except for small tailoring shops mainly catering to demand based stitching, there
are no garment units that make ready-made garments for the market.
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Graph 33: Garments import trend (2014-2018)
While the garment making unit in the country may not be able to compete in the general western wear,
there appears potential for stitching of Bhutanese garments primarily for the schools.
Potential activity: Garments (Bhutanese garments and School Uniforms)
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2.8.3 Sanitary towels
Sanitary towels are (pads) and tampons, napkins and napkin liners for babies and similar articles, of
any material. Currently there are two local producers of sanitary pads at the Start up Centre,
Changzamtog, but none for tampons, napkins and napkin liners for babies and similar articles, of any
material. The average import per year is Nu. 118.74 million and has remained constant over the last 5
years. Sanitary towels are a necessity in a female’s life, and thus import substitution for sanitary towels
should be a priority. The issue with sanitary towels would be the raw materials, majority of which
would have to be imported. These would require government intervention to ensure the producers have
access to quality raw materials and also support so that the quality of the product is not compromised.

Value in
Nu. million

The raw materials used today for sanitary pads are mainly cotton. With the development of technology,
people invent more synthetic materials including rayon (which is often considered as artificial
celluloses), non-woven fabric, paper pulp, and a combination of these materials. Non-organic sanitary
towels use mostly cotton where pesticides are heavily used. There are also other ingredients such as
gels, fragrances and other additives that aid in absorption, prevent odor but it is not clear what these
materials are exactly and whether they are harmful to the environment or the body.
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Graph 34: Sanitary towel import trend (2014-2018)
Sanitary towels are toxic for the environment if not disposed of properly since they are mostly nonbiodegradable. An option to this could be to manufacture reusable sanitary towels which could be made
of cloth from organic cotton. It would be slightly more expensive but since it would last for years, there
would be saving at the end. Even if disposed of, these are all-natural materials and is biodegradable.
Subsidy on import of organic cotton could be one area where the government could intervene since
there could be various uses of organic cotton as raw material for use within the country.
Potential activity: Support for Sanitary towels manufacture
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2.8.4 Pillows and quilts
There is one licensed unit, Bhutan Bedding Manufacturing at Dhamdum Industrial Estate, Samtse and
another license is under process. However, production had not yet started in either of these units. The
average import per year is Nu. 24.47 million. Most of the raw material is not available within the
country and need to be imported. The first licensed unit has sought for machinery support under the
CSI flagship program.
Quilts are usually filled with down or feathers of various quality and cost, or silk, wool, cotton, or
artificial fibers such as polyester batting. If quilts are made of polyester, it is bad for the environment
as it is not bio-degradable and, it persists in the ecosystem for a long time.
Pillows are stuffed primarily with materials such as polyester (a synthetic), feathers, down, or a
combination of the latter two. The least expensive pillows to manufacture are polyester filled.

Value in Nu.
million
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Graph 35: Pillows and quilts import trend (2014-2018)
If the domestic producers are able to produce good quality quilts and pillows at competitive price, the
initial target could be the central schools. For this government may provide support to import raw
materials so that they may be able to compete with imported products.
Potential activity: Small Scale Quilt and Pillow Production

2.8.5 Curtains, blinds and bags
There is one unit at the Startup Centre at Changzamtog, Life Changers, that currently produces bags
made out of used clothes. The import per year is Nu. 17.74 million. There are however no units that
make curtains, blinds as usually people tend to order these from tailors or from across the border where
they buy the material.
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The raw materials for bags made out of used clothes are available in the country. However, bags made
of other textile materials are not available and will have to be imported. There may be potential for
substitution of bags made of other textile materials in view of the ban on plastic bags.
Potential activity: Cottage scale Cloth Carry bags production unit.
2. 9 Pre-fabricated Items
2.9.1 Pre-fabricated Buildings Parts
It consists of factory-made components or units that are transported and assembled on-site to form the
complete building. Bhutanese manufacturer use steel as the main raw material to fabricate building
parts.
As illustrated in the graph below, the total value of import was recorded at Nu. 168.64 million from
2014 to 2018 with an average increase of 41.26 %.
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Graph 36: Building parts import trend (2014-2018)
Currently, there are 168 domestic fabrication industries, however, few industries are into fabrication
of the building parts. The export value of Nu. 0.58 million was recorded in 2016.
With the existing local fabrication industries, huge market potential and availability of raw material
(steel) within the country, there is potential for the import substitution for these products.
Rapid urbanization has created shortage of housing in towns and cities. Pre-fabricated buildings can
be a cost and time efficient alternative to housing as these can be reused or shifted if required.
Potential activity:

i. Pre-fabricated building components; and
ii. Nation- wide standardization for prefabricated construction including
modular coordination and standardized design component.
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2.9.2 Furniture
As shown in the graph below, total import of furniture was recorded at Nu. 779.22 million from 2014
to 2018. On an average, import trend has increased by 3.67 %.
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Graph 37: Furniture import trend (2014-2018)
There are 547 domestic industries and the total value of export was recorded at Nu.45.68 million from
2014 to 2018. Bhutanese manufacturers use hard wood, steel, plywood, softwood and cane as raw
materials to make furniture. There are no furniture units specializing in metal or plastic furniture which
constitutes a significant component of urban market.
Since there are existing furniture units with huge market potential and availability of raw material
within the country, there is potential for the import substitution. Further, furniture could be diversified
to producing metal and plastic items which have become popular.
Potential activity: Enhance product innovation, quality and diversification

2.10 Footwear
The cumulative import of footwear stands at Nu. 730.68 million in last five years which consist of,
footwear: whether or not covering ankle, with upper straps or thongs assembled to the sole by means
of plugs, sport footwear, with outer soles of leather, uppers which consist of leather straps across the
instep and around the big toe, incorporating a protective metal toe-cap, with outer soles of rubber or
plastics, with outer soles and heels, of rubber or plastics.
For the purpose of drawing import substitution strategy, considering the market, other resources and
technical capability, only footwear with outer soles with rubber and plastics is considered.
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Graph 38: Footwear import trend (2014-2018)
Importation of this category of footwear shows an increasing trend for the five year with total
cumulative import of Nu. 101.10 million. However, in the year 2018, its shows a slight decrease from
the preceding year.
In 2016, the Ministry of Education signed a MoU with the two local shoe making units to supply shoes
to central schools to substitute import of school shoes. Today, there are three shoe making firms in the
country. Evidently, the import of shoes with outer soles with rubber and plastics saw decreasing trend
in 2018. However, local production capacity must be increased or some more business firms may
venture into shoe production business to further increase domestic production and replace import. The
raw materials for shoe making firm are imported from India since there are no leather processing units
in the country. Procuring the raw materials in bulk would minimize the cost and give competitive
advantage in the market.
Schools constitute the main market. The 2018 annual education statistics confirms the existence of 340
Early Childhood Care and Development Centers enrolling 8,499 children. Likewise, there are 512
schools and 79 Extended Classrooms which enrolled 167,108 students. This indicates potential niche
market base. To fit the school needs, the shoe making firms may customize the product design, size
and quality to ensure its sustainable operation.
Considering the increasing import trend, local capacity and huge niche market, this category of
footwear in particular have high potential for substitution.
Potential activity: Manufacturing of School Shoes
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2.11 Electrical machineries and accessories
2.11.1 Hydraulic turbines, waterwheels & regulators
Large hydraulic turbines of a power exceeding 10,000kW in Bhutan are imported from India mainly
to be used in hydropower projects to convert the hydraulic energy into mechanical energy. In 2018,
Bhutan imported 43 numbers worth Nu. 435.29 million of hydraulic turbines and related products, and
Nu. 841.85 million worth of its parts including regulators primarily from India.
The graph below shows the total volume and value of hydraulic turbines and its parts which were
imported during the last five years.

Graph 39: Hydraulic turbines import trend (2014-2018)
Realizing huge cash flow in import of hydraulic turbines and its parts and considering that 10,000MW
hydropower projects were expected to be developed by 2020, Bhutan Hydropower Services Limited
(BHSL) located in Jigmeling was formed as FDI Company in 2012 in joint venture between the Druk
Green Power Corporation Limited (DGPC) and Alstom/GE Renewable Holdings, France. BHSL
provides reclamation of hydro runners and allied underwater components including repair/rewinding
of electric motors. In 2017, BHSL expanded its scope from reclamation/repair services to manufacture
hydropower components, and it has delivered the first two Francis runners to hydroelectric projects in
India and Turkey respectively in 2018.
The hydropower components from BHSL are targeted towards future hydropower projects in Bhutan
and within the region. Hydraulic turbines and related hydropower components has potential for
substitution since the manufacturing unit at BHSL is fully equipped to manufacture such products
which otherwise would have to be imported. However, the raw materials will have to be imported.
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Graph 40: Bridge and bridge section import trend (2014-2018)
Further, BHSL may expand its scope to manufacture bridge components since basic machineries and
facility set-up is already in place. The import for bridge and bridge sections sharply increased to Nu.
790 million in 2017 as shown in the graph above.
Potential activity: Bridge Components manufacturing unit

2.11.2 Towers and Lattice Masts
Towers and lattice masts are used as transmission, distribution and telecommunication towers for
transmitting and distributing electricity as well as communication signals. In the past five years (20142018), Nu. 3,188.15 million worth of towers & lattice masts were imported mostly from India.
Similarly, Nu. 3,281 million worth of insulated electrical conductors were imported in the last five
years. These are used as transmission and distribution conductors for transfer of electricity. The
following graph includes those electrical conductors insulated with copper and other insulating
material, co-axial cables and other co-axial electric conductors, fitted with & without connectors and
other conductors for a voltage exceeding 1000V. However, the import of optical fibre cable is not
included below.
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Graph 41: Electrical conductors and towers import trend (2014-2018)
As per the Power System Master Plan 2003 - 2022, the total potential hydropower capacity is about
23,500 MW. While only 9.9% of the total potential has been harnessed so far, there is scope for
development of hydropower projects in the future. These projects will certainly require construction of
numerous transmission lines and substations to meet the growing energy needs of the country and for
export of surplus power.
In the 10thFYP, National Transmission Grid Master Plan (NTGMP) was prepared to provide an
integrated road map on the development of numerous transmission lines and substations pertaining to
RGoB’s development plan including the interconnections with the Indian Grid. As per the NTGMP,
transmission lines and substations worth Nu. 43 billion are expected to be invested.
In order to diversify economic growth in manufacturing industries and to curtail the flow of funds and
resources out of the country, there is a need to establish a manufacturing unit for transmission towers
and conductors. Such facility will provide employment opportunities, export opportunities by
competing with the manufacturers in the region by way of taking comparative advantage of the low
cost of reliable electricity in Bhutan and enhance the productivity of Bhutanese besides import
substitution. However, raw materials that are not available in Bhutan will have to be imported from the
region. A feasibility study may be carried out to determine the technical & financial viability prior to
setting up such a facility.
Potential activity: Assess viability of Manufacturing Transmission Towers and Conductors
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2.11.3 Electric Control Boards/Panels and Electrical Transformers
Electrical control panels are designed to control mechanical equipment in hydropower projects,
substations, industries, and households. Import of control panels of a power exceeding 1000V has been
steadily increasing over the past five years as shown in the graph below. Control panel worth Nu.
1,970.69 million was imported in 2018. These are mostly used in hydropower projects, transmission
and distribution substations and large industries.

Graph 42: Board panels and items for electricity distribution import trend (2014-2018)
Recognizing huge import, Bhutan Automation and Engineering Ltd. (BHUTAN AUTOMATION) was
established in 2017 by DGPC as a joint venture with Andritz Hydro Pvt. Ltd (India) to design and
manufacture automation systems and other secondary equipment for hydropower and substation
applications. The products include control, protection, and instrumentation systems with the plan to
expand its scope to governing and excitation systems and to auxiliary equipment in the powerhouses.
In 2018, BHUTAN AUTOMATION initiated work on a supervisory control and data acquisition, a
computer system (SCADA) including the replacement of governing and excitation systems for
Kurichhu Hydropower Plant. Punatsangchhu-II project also placed order for its computerized control
and protection system.
Electrical transformers are used in power stations, substations, industries, hospitals, hotels etc. to stepup and step-down the voltage level to a desired voltage. The import of transformers as shown in the
graph below has been increasing from 2015. The following figures are the total import of electrical
transformers having a power handling capacity not exceeding 650 kVA, a power handling capacity
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exceeding 650 kVA but not exceeding 10,000 kVA and a power handling capacity exceeding 10,000
kVA.

Graph 43: Electrical transformer import trend (2014-2018)
Bhutan Power Corporation has set up a maintenance and repair unit in Begana, Thimphu where
distribution transformers are currently being maintained and repaired.
Although it will be challenging to expand the existing repair unit to a manufacturing unit due to current
market demand, the unit may be upgraded to repair the power transformers to avoid having to send the
transformer to India for repairs. Gradually, in order to completely substitute import of transformers, a
viability study may be conducted to assess the technical and financial feasibility for expansion of the
existing repair/maintenance unit or setting up a new manufacturing unit to manufacture transformers
and its associated components. This would enable to enhance skills and develop expertise in such
specialized technology besides import substitution. However, raw materials such as laminated core,
windings, insulating materials etc. will have to be imported.
Potential activity: Assess viability of Transformer manufacturing unit

2.11.4 Electric Lamps including fittings
The electric lamp is device to produce visible light from electrical current and the fitting includes metal,
plastic, designed to protect electrical cable. It is used for lighting purposes in households, institutions,
commercial building etc.
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As depicted in the graph below, the value of import of Nu. 45.47 million was recorded in 2014, which
shot up to Nu. 120.36 million in 2018. The total value of import of Nu. 457.89 million was recorded
from 2014 to 2018. On an average, overall trend of value of import increased by 32.94 %:
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Graph 44: Electricals and fittings import trend (2014-2018)
Technically, it may not be possible to directly substitute the electrical lamp, however, there is high
potential for substitution of other fitting by the lampshade. Today, there is only one enterprise
producing lampshades. This industry uses wood as the main raw material, which is locally available in
the country.
Potential activity: Cottage scale lampshades manufacturing unit

2.12 Motor Vehicles
According to the BTS, the motor vehicle is broadly classified into five categories, namely, motor
vehicle for transport of person and goods, tractors, transport of lorries and transport for more than 10
persons. Further, it is sub-categorized based on the engine capacity. The latest data released by the
RSTA shows that the total number of vehicle in the country as of July 31, 2019 recorded 104,305
compared to 90,008 vehicles in 2017.
As shown in the graph below, the total number of import of motor vehicle was recorded at 34,523 with
a total import value of Nu. 22,587 million from 2014 to 2018. In 2014, the value of import was Nu.1,
595.58 million, which shot up to more than Nu. 5,962.66 million in 2018. Similarly, the total number
of annual import of vehicle also increased from 3,046 to 8,923 from 2014 to 2018.
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Graph 45: Motor vehicle import trend (2014-2018)
Furthermore, the highest number of import was recorded for “motor vehicle for transport of person” at
20, 774 with an import value of Nu. 11,172.55 million from 2014 to 2018. In addition, the total import
for “motor vehicle for transport of goods” was also significant and is recorded at 12, 718 from 2014 to
2018 as shown in the graph below. The import trend for the “motor vehicle for transport of person”
and “motor vehicle for transport of goods” increased consistently. On an average, the import trend for
motor vehicles increased by 9.10% from 2014 to 2018 as shown below:
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Graph 46: Number of motor vehicles
Increase in number of vehicle is directly proportional to increase in the import of petroleum products
and import of spare parts. In 2018, diesel recorded the top import product valued at Nu 7,943.33
million. Petrol and diesel combined amounted to Nu 41,075 million in fuel expenses from 2014 to
2018. The total value of import from 2014 to 2018 for spare parts was recorded at Nu. 2,093.84 million.
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Graph 47: Petrol import trend (2014-2018)
Today, Bhutan Postal Corporation (BPC), a state-owned company, operates city buses and the services
are limited to the major cities. According to the record of BPC, there are 45 city buses in Thimphu and
4 city buses in Phuentsholing. Currently, the inter-district bus services are provided by the private
sector.
According to the RSTA, there are 235 public transports operating for the inter-district movement across
Bhutan. Owing to the lack of motor vehicle manufacturing company in the country, the direct
substitution of motor vehicle is not possible or feasible. However, there is huge potential to minimize
the import of motor vehicle by promoting efficient public transport system.
The import trend for motor vehicle is going to rise consistently in future, with the increase in the
population and affordability of the people. Therefore, the following alternative options are
recommended to minimize the import of motor vehicle;
Potential activity:
1. Shifting to Energy Efficient Transport Modes:
a. Addition of City Buses in major cities;
b. Mass Rapid Transport (MRT) System in cities;
c. Addition or extend the services of Public Transports; and
d. Non-motorized Transport (development of infrastructures such as fly over or over heads
structures, which encourage people to walk, cycling etc.).
2. Shifting to the use of efficient vehicles and methods:
a. Electric Vehicle (MRT, Buses, Private Car and Taxis); and
b. Electric and hybrid Vehicle (Buses and Cars).
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2.13 Cooking and Heating
Liquefied Petroleum Gas (LPG) is one of primary source of energy used for cooking in household and
commercial establishments. This product is mainly imported from India. As shown in the graph below,
the value of import of Nu. 232.71 million was recorded in 2014, which shot up to Nu. 323.39 million
in 2018. Similarly, the import volume of 7.63 million liters was recorded in 2014, which increased to
9.41 million liters in 2018. On an average, the value of import increased by 9.81% from 2014 to 2018.
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Graph 48: Petroleum gases import trend (2014-2018)

With the increasing number of households and commercial establishments (hotel, restaurant etc.) in
the country, the import rate would increase consistently in future. Therefore, alternative sources of
energy could be explored as a substitute.
Biogas, cook stoves and energy efficient electrical appliances are pivotal technologies for the import
substitution of LPG. The subsidized cost of electricity in Bhutan is one of the cheapest in the region
and the current rural electrification rate is almost 100%. The Government also provides 100 units free
electricity for the rural areas. Therefore, it would be the most sensible option to shift from the
dependency on imported LPG to the use of affordable electricity.
In the last five years, the DRE implemented 5,003 biogas plants and 14,179 cook stoves in the country,
which represents 25% of total technically feasible biogas plants and 10% of the total households
respectively. The technologies are tested scientifically and designed to fit into Bhutanese context. Until
now, people have positive response and are compatible with these technologies. Therefore, following
alternative solutions are recommended for substitution of LPG.
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Potential activities
i.
ii.
iii.

Promotion of Energy Efficient Electrical Appliances (Induction Cooker, Infrared
Cooker etc.);
Promote biogas plants in feasible districts; and
Promote cook stoves (Cooking and Heating purposes).
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3. RECOMMENDATIONS
3.1 Products
The analysis of import figures show supply gaps in products where there is scope to enhance production
level and improve marketing linkage within the country. The potential seems high in agro-horticultural
products given the micro climatic conditions that suit production of different types of products in
different parts of the country. While there is limited scope for substituting machineries, chemical and
other precision equipment, it will be appropriate to make efforts to gradually increase production and
replace import in areas where there is growth potential and market.
Accordingly, detailed analysis has been carried out in areas where it is inferred to hold domestic
potential for production or manufacturing. In case of manufacturing where the existing production is
non-existent, it will be prudent to first start small to test the product in the local market, as the product
will have to compete with imported products until domestic consumers accept it. Further, given the
small domestic market, any product manufactured in the country will have to look outwards to achieve
economies of scale, thus the product has to be competitive both in terms of price and quality.
The list of products that can contribute to import substitution and produced within the country are
summarized in the table below:

List of Products/Activities
Sl#

Product

Measures for
substitution by local
products

Possible industries

Beef

Limited scope

Pork

Enhance piggery
farming

Chicken
Fish

Enhance poultry
farming
Fishery farming

Processing and packaging of
beef products
i. Piggery
ii. Processing and packaging
of pork products
Processing and packaging of
chicken products
Enhance domestic production

5

Milk and milk
products

Enhance diary and
milk processing units

i. Dairy farming
ii.Milk processing units

6

Potato and
potato-based
products

Off-season
cultivation

i. Off Season potato
cultivation
ii. Potato-based value added
products

Pea & lentils

Enhance production

Wheat & meslin

Enhance production

Commercial farming of
lentils
Commercial farming of
wheat

1
2
3
4

7

8
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Rationale/Actions
To add value and meet demand
for specific products
To add value and meet demand
for specific products
To add value and meet demand
for specific products
To meet domestic demand
gradually
To foster capacity utilization of
existing processing units as well
as to meet domestic demand
Identify potential areas for off
season potato growing.

Support domestic packaging and
marketing
-Build market linkages with
distilleries & Breweries

Maize & paddy

Enhance production

Commercial farming of
maize and paddy

Bamboo &
bamboo
charcoal
Animal feeds
Tomato and
processed
tomatoes
Fruits and
preserved fruits

Enhance production

Bamboo growing for
construction industry

Enhance production
Enhance tomato
production

Additional Feed industries
Tomato juice

Diversify and
enhance fruit
production
Commercial scale
sugar cane plantation
Enhance domestic
production

i. Fruit preservation
ii. Fresh fruit marketing in
domestic market
Sugar production

Market linkage and production
support

Differentiated noodles based
on domestic cereals like
buckwheat
Bakeries (in unserved areas)

Promote buckwheat production

Ice cream production

Small scale activities based on
demand
Small scale activities based on
demand
Small scale activities based on
demand
Small scale activities

9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Sugar
Noodles and
similar products
Pastries & cake
Ice cream
Sausages
Sauces
Confectionary
Puffed rice
Soups & broths
Fruit &
vegetable juice
Silica sand &
quartz sand
Quart &
quartzite
Construction
aggregates
Clinker

Enhance and
diversify domestic
production
Domestic ice cream
units
Domestic sausage
making units
Enhance & diversify
production
Enhance & diversify
production
Enhance production
Production based on
domestic produce
Enhance & diversify
production
Supply of sand in
unserved area
Identify high grade
quartzite
Supply of aggregates
in unserved area
Market linkage

27
28
29
30

-Lease of SRF for commercial
farming
Improved seed, subsidized
fertilizer and machineries, and
lease SRF land for commercial
farming
Identify potential areas and
bamboo species for large scale
production enhancement
Promotion and support
Market linkage and production
support

White cement
Tiles
Granite

Production of white
cement
Stoneware tiles
Enhance production

Sausages production
Sauce making based on
domestic produces
Bhutanese sweets and
chocolates
Puffed rice units
Mushroom soups
Tomato juice
Reach out to unserved areas
Exploration of ferrosilicon
grade quartzite.
Stone crushing units in
unserved areas
i. Establish new clinker unit
ii. Market linkage of
domestic clinker to cement
plants
White cement manufacturing
Tiles manufacturing
Granite slabs
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Lease of SRF land and support

Identify unserved locations and
promote

Small scale activities based on
demand
Small scale activities based on
demand
Currently not produced in the
country
Identify the locations and direct
NRDCL for supply
Prioritize exploration of high
grade quartzite
Identify location and allocate
quarry or surface collection
Identify limestone mine for
clinker production and market
linkages
Identify limestone mine for white
cement
Feasibility study
Study other potential deposits

31

Building blocks
& bricks

Enhance production

Additional AAC block units

23

Waste and scrap
of caste iron
Pharmaceutical
products

Sorting of domestic
scrap
Diversification for
domestic market as
well exports
Enhance local
production
Enhance domestic
production
Enhance and
diversify domestic
production especially
in plumbing, fittings
and containers
Production of wood
charcoal from lops
and tops

Supply of domestic iron
scraps to industries directly
Manufacture of
pharmaceutical products

Enhance domestic
production

Corrugated box making units

Enhance and
diversify domestic
production
Enhance and
diversify domestic
production
Enhance and
diversify domestic
production
Promote domestic
textile units
Enhance & diversify
local production
Promote domestic
units
Enhance local
production
Enhance domestic
skills and production

Exercise books and office
stationary units

Small scale activities

Small scale Envelope making
units

No domestic production as of
now

Sanitary paper and tissue
making units

No domestic production as of
now

Cotton woven fabrics
production
School uniforms and
Bhutanese garments
Manufacture of sanitary
towels
Small scale production units

No domestic production at a
commercial scale as of now
No large scale organized garment
units so far.
A few small scale production
underway.
No domestic production.

Stitching of curtains, blind,
packaging materials

Small scale activity based on
demand

Ready to assemble
building components
Enhance & diversify
local production
Enhance local
production
Enhance local
production

Pre-fabricated building
components
Furniture units

Feasibility study

School Shoes Making units

Demand expected to keep
increasing.
Diversification of existing
industry

33
34

Essential oil

35

Soaps

36

Fittings, boxes
and related
products

37

Charcoal

38

40

Corrugated and
non-corrugated
products
Exercise books
and similar
products
Envelope

41

Sanitary tissues

42

Woven fabrics

43

Garments

44

Sanitary towels

45

Pillow & quilts

46

48

Curtain, blinds,
packaging
materials
Pre-fabricated
building parts
Furniture

49

Footwear

50

Hydraulic
turbines and
regulators

39

47

Diversify essential oil
production
Diversify soap production
Manufacture of plastic fitting
and containers

Plantation and production of
charcoal

Diversify production in
BHSL
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Assess strength of the AAC block
for use in various constructions
Promote use of AAC blocks
Market linkage
Study potential for new
pharmaceutical products not
produced in the country
Identify potential new products
based on domestic resources
Cottage scale soap production
taking place.
Housing sector expected to
continue expanding, thus
domestic demand will continue to
increase.
NRDCL could manufacture and
supply charcoal from lops & tops
Feasibility study for plantation
and production of fast-growing
plants
Large supply gap currently met
from imports.

Metal and plastic furniture

51
52
53

54
55
56

Bridge & bridge
section
Towers and
lattice masts
Electric control
boards/panels
and electrical
transformers
Electrical lamps
& fittings
Motor vehicles

Assess demand and
feasibility
For hydropower
sector
Assess project
feasibility

Production of bridge
components
Manufacture of transmission
towers and conductors
Manufacture of transformers

Feasibility Study

No domestic
production
Use alternative
energy

Feasibility study

Cook and
heating fuels

Electricity and biogas

Study feasibility of electrical
fittings and accessories
i. Electricity driven mass
urban transport
ii. Electric vehicles
i. Production of efficient
electric stoves
ii. Continue promotion of
bio-gas
iii. Briquettes from wood
waste for heating

Feasibility Study
Feasibility study

-Promote efficient public
transport system
-Facilities for charging

The above listing of products are based on the analysis of import data for last five years and intended
to highlight the supply gaps and not a recommendation of commercially viable activities at this stage.
Interested promoters and agencies are advised to carry out required analysis to establish commercial
viability and assess the risks and returns prior to making investment. The Ministry shall not be liable
for compensatory claims from promoters as any business is a product of the risks a promoter takes for
the expected returns.
3.2 Policy and Infrastructural Support
The Royal Government aims to re-vitalize and diversify the economy to widen the economic base and
create employment opportunities. At the same time, there are limitations to the establishment of
commercially viable enterprises, as any product has to compete with imports from well-established
enterprises outside. The Royal Government thus may adopt policies that can stimulate sustainable
production through required support in broadening the economic base without necessarily curtailing
imports. This will be essential to ensure that the domestic enterprises are competitive and sustainable
in the long run. Thus the policies recommended are:
1. Promote and support commercial farming of crops: Potential is seen in processing of agrohorticultural produces given the clean environment and pristine image of the country. Further,
there are already a number of projects based on cereals such as breweries, distilleries, animal
feeds, etc., that import cereals currently. These could be substituted with local production
gradually by promoting commercial farming of crops for these industries within the country.
Further, Bhutan has limited arable land that is divided into small plots making it difficult for
commercial farming. Therefore, government may support and lease SRF land for commercial
farming of crops.
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2.

Adopt “farm to table” model: Generally, commercial farms producing agro-horticultural
produces use chemicals to boost production and control pests. There have been reports of
prevalence of high levels of chemicals in some of the fruits and vegetables imported into the
country. As a result there is growing preference for domestic produces mostly grown as part of
subsistence farming without extensive use of chemicals. This provides an opportunity to
establish production and supply chain to demand centres such as institutions, hotels, and urban
centres for marketing of domestic produces directly from farms to consumers.

3. Enhance farm-industry linkage: Agro-based industries in the country continue to rely on
imports for bulk of their requirements. With the expansion of industrial sector and agro-based
processing facilities, there is scope for farms to produce for industries such as animal feed
plants, breweries, distilleries, food processing etc. Some of the produces imported in large
quantities are cereals, such as wheat, barley, maize and rice. Although production of some of
these produces is reported to have surplus or there exist capacity to enhance production, the
current level of surplus is not of industrial capacity whereby industries can rely on domestic
supply. Further, owing to scattered production, the collection and transport cost lowers the
product competitiveness. Thus, mechanism to collect, store and reach out the produces from
different locations will facilitate gradual linkage of subsistence farms to industries and foster
backward linkage.
4. Develop business infrastructure: Availability and access to business infrastructure remains
limited to a few industrial estates and service centres mostly in proximity to urban centres.
There is a need to expand these facilities both in terms of numbers and range to different parts
of the country to enable easy access to investors in setting up business ventures. Further,
warehousing, storage and freight services will be necessary in particular for agro-horticultural
produces to reach products to market in a cost efficient manner.
5. Implement energy alternatives: One of the major import items that is witnessing a surge year
after year is the petroleum products. With the improvement of living standard and higher
mobility requirements, demand for petroleum products for transport will continue to rise. While
there is not direct substitute, there is scope to replace certain level of imports by greater use of
electricity driven transport systems such as mass urban transport, non-motorized transport
(cable cars), increasing use of electric vehicles, electric cook stoves for cooking and heating
etc. Amongst these, introduction of efficient electricity driven urban mass transport will be
impactful in reducing the use of petroleum products as the mobility of urban residents is far
greater than the rest.
6. Prioritize identification of minerals for domestic industries: driven by electricity, a number
of mineral processing industries have been established. These, however, continue to depend on
import for critical raw materials such as high grade quartzite, quartz, marble, granite, clinker
etc. Special focus and prioritization in exploration of these minerals where industries enjoy
competitive advantage will enable reduction of import as well as fostering value addition to
domestic resources.
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7. Carry out feasibility studies for potential projects: The Royal Government may undertake
detailed feasibility of some of the projects where the demand for products are seen to be
increasing. Some of these are highlighted in the activities in the first part of this chapter such
as tiles manufacturing and electrical machineries and accessories.
8. Provide fiscal support for import substitution ventures: Generally, manufacturing
industries start small and gradually grow up once the products receive market acceptance
particularly in fast moving consumer goods, garments etc. As the country remains dependent
on import for bulk of consumer goods, it will be important to support promoters desirous of
substituting domestic imports by providing requisite fiscal support in the initial years. Some of
the successful industries in the region are Sherpa Adventure Gear of Nepal. Similar ventures
have also come up in Bhutan.
9. Review fiscal incentives and taxes periodically to support domestic production: Fiscal
measures in the form of tax on imports may be adopted once the domestic production level
with comparable quality are in the market.
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4. CONCLUSION
Recognizing industrial sector as one of the key sectors that hold potential to broaden the economic base
and create employment opportunities besides adding value to resources that generally continue to find
market in primary form, the study was undertaken to examine the import trend and scope for import
substitution in the production and manufacturing sector. While the economy is witnessing gradual
expansion and diversification, the inherent constraints such as small market size and high transport cost
limit the scope for producing solely for domestic market as happens in large economies. As such, of
the activities recommended above, it will be prudent to start small and grow up.
The Royal Government has initiated various programs to reinvigorate the economy by addressing
critical constraints such as access to finance, business infrastructure, business environment and intersectoral coordination through revision of policies and procedures. A sizable educated youth force is
emerging in the market both as entrepreneurs as well as industrial workforce to complement the reforms
and ameliorate the pace of industrial development in the country. There are successes in replacing
imports through domestic production particularly in agro-horticultural and livestock sector and there
appears more prospect to continue the drive forward.
It is hoped that this Import Substitution Report will help prospective entrepreneurs and producers to
generate project ideas and contribute to the Royal Government’s efforts to diversify and broaden the
economic base.
The study team expresses its gratitude to Hon’ble Tengye Lyonpo and the Ministry for the initiative
and support in undertaking the study.

******* *******
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5. ANNEXURE

Task Force –Import Substitution Study
1.
2.
3.
4.
5.
6.
7.
8.
9.

Loknath Chapagai
Jigme Dorji
Karma Chophel
Tashi Dorji
Choki Tshewang
Ugyen Tenzin
Tshering Choden
Minjur
Tshering Yangki

10. Sonam Lhendup
11. Tshering Dhendup

Specialist (Chair)
Chief
Executive Engineer
Sr. Industries Officer
Sr. Trade Officer
Intellectual Property Officer
Sr. Industries Officer
Dy. Executive Engineer
Dy. Executive Engineer
Sr. Planning Officer
Sr. Planning Officer
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Department of Industry
Office of Consumer Protection
Department of Geology and Mines
Department of Industry
Department of Trade
Department of Intellectual Property
Department of Cottage & Small Industry
Department of Renewable Energy
Department of Hydropower & Power
Systems
Policy and Planning Division
Policy and Planning Division

