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IntroductIon 

Bhutan has been characterized by good 
economic growth (9% annually) in the 9th 
Five-Year Plan (2002-2007) and is further 

continuing on this growth path. As domestic incomes 
rise because of this growth, Bhutanese consumers 
are expected to shift their consumption patterns 
from staple grains to fruits, vegetables, dairy, eggs, 
and meat, leading to an increase in demand for 
these high-value agricultural products. Likewise, as 
Bhutan becomes integrated into the regional and 
global economy, farmers will diversify into high-value 
agricultural products that are in demand in urban 
areas of its South-Asian neighbors and in high-income 
countries. This is particularly true since, within 
South-Asia, Bhutan has a comparative advantage in 
temperate and sub-tropical commodities. 

In this research theme, we define agricultural 
diversification as the shift in production from 
low-value staple crops, such as maize and rice, 
into higher-value commodities such as fruits, 
vegetables, medicinal plants, and animal products. 
Commercialization refers to the trend toward 
increasing the proportion of agricultural production 
that is sold by farmers. 

More in particular, this theme examines the 
following research questions: 1/ What are the 
patterns and trends in agricultural diversification and 
commercialization in Bhutan? 2/ Are households that 
are more diversified into high-value commodities 
and more commercialized better off than other rural 
households? 3/ What are the constraints preventing 
farmers from diversifying into higher-value commodities 
and becoming more commercially oriented? 

data and methods
Available data in Bhutan allow us to carry out two 
types of analysis on agricultural diversification and 
commercialization: a geog-level analysis of the 
Renewable Natural Resource (RNR) Census data of 
2000 and a geog-level trend analysis comparing the 
2000 and 2009 Censuses. 

In 2000, the Ministry of Agriculture organized a RNR 
Census related to rural farming. The aim was to 

visit all rural households in Bhutan but the actual 
coverage achieved was about 87 percent, a lower 
number mainly due to absenteeism of households at 
the time of survey. The questionnaire implemented 
focused on information related to area cultivated 
of different crops, production and yield levels, 
commercialization, and the use of agricultural inputs. 
A similar Census was conducted in the beginning of 
the year 2009 by the Policy and Planning Division 
of the Ministry of Agriculture in Bhutan. Data were 
collected for all agricultural activities in the previous 
year 2008. 57,606 households could be interviewed, 
covering about 93% of all the households that are 
involved in farming, livestock, or forestry activities. 

results 
Crop areas in Bhutan are dominated by cereals, 
mainly rice and maize. Based on the Agricultural 
Census of 2000, it is estimated that cereals make 
up 75% of the area cultivated in Bhutan. However, 
they account for much less in total value terms as 
especially fruits and vegetables are relatively much 
higher valued. It is thus estimated that the cereals 
only made up 60% the total value of production in 
2000. The importance of cereals is even less when 
one looks at the commercial value. In this case, 
especially orange, potato, and apples make up the 
large share of the value of commercialized crops. 
However, only a limited number of geogs participate 
in the marketing of these as it is estimated that 50% 
of the geogs sell only 8% of all crop sales. 

When the results of the RNR of 2000 and 2009 are 
compared, we note a seemingly fast crop diversification 
over time. While the share of cereals accounted for 
75% of the cropped area in 2000, this declined to 59% 
of the cropped area in 2008. The changes are even 
more pronounced when the value of crop production 
and of crop sales are used (given the higher outputs 
in value terms per unit of land from non-cereal crops). 
The importance of cereals declined in the value of 
production from 59% to 42% between 2000 and 
2008. We see an increasing share of high-value crops, 
leading to higher outputs in value terms per unit of 
land, commonly referred to as land intensification. On 
the other hand, the livestock population seems to be 



on the decline and its importance compared to crop 
agriculture has seemingly decreased over the period 
studied (2000-2008).

diversification over time (% of total) 

cropped 
area 

Value 
production 

Value sales 

2000
Cereals
Fruits 
Vegetables
Other 
Total

79.5
8.5
5.2
6.8

100.0

59.0
15.2
23.9
1.9

100.0

2.5
24.5
71.8
1.2

100.0

2008
Cereals
Fruits 
Vegetables
Other 
Total

59.2
26.6
6.2
7.9

100.0

42.5
25.6
30.9
1.1

100.0

6.3
37.4
54.9
1.4

100.0
Note: comparable number of crops over time; valued at 2008 prices

When we look at the association between 
diversification, commercialization and welfare, we 
find that richer geogs are better able to diversify 
their sales in a larger number of crops than the 
poorer ones. As commercial cropping is riskier, only 
the relatively wealthier geogs are able to take on 
these risks but these geogs that diversify into more 
market-oriented crops might earn higher profits and 
be better off because of that. We also find that 
richer geogs utilize their land much more intensively 
than the poorer ones (Figure below).

Remoteness is an important factor associated with 
diversification and commercialization in Bhutan. 
More remote geogs grow different crops and have 
lower yields than the less remote geogs, leading 
to much higher values of output per unit of land. 
The more remote geogs also have much lower 
commercialization rates of their outputs: keeping 
prices of the same product constant, the value 

of sales per unit of land is almost four times as 
high for the close by geogs compared to the most 
remote ones. 

Association of land intensification/commercialization 
and welfare (at the geog level)
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Investments to stimulate agricultural production 
would lead to higher levels of food security 
through higher incomes from agriculture. 
Diversification in other crops than cereals is an 
economic process driven by increasing incomes 
in Bhutan and its neighbors as well as by better 
access to markets. Diversification away from 
staples leads to more trade between Bhutan 
and other countries. Those geogs that are able 
to participate in this commercial agriculture are 
associated with higher welfare levels. As most 
growth in the agricultural sector in the next 
decade is expected from the high-value sector, 
it is important that a shift in policies (e.g. 
emphasizing market information, grades and 
standards, contract farming, extension and cold 
storages) follows the shift in consumption and 
production patterns as to allow farmers to better 
profit from these newly emerging opportunities in 
the agricultural sector. 
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