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PREFACE 

The study of South Asian cooperation and its emerging 

institutional frame~rork has become significant in the context 

of South-south cooperation in late seventies and early 

eighties. The need for south Asian cooperation arose 

following the breakdown in North-south negotiations, 

emergence of new potentialities of 11 south 11 for cooperation 

and "Lmconduci ve international econorrdc environment following 
c.es 

a long period of global ression. However, in India this 

study has not received much attention in research writings. 

In this context this paper seeks to present a balancesheet 

of South Asian regional cooperation in the back drop of 

South-south cooperation. Since this study Wa.s completed 

much before the beginning of nevT stride for second surrmi t 

meeting, it has included the development only upto the 

first SARC summit meetings in December 1985. 

I am deeply grateful to ~ supervisor, Professor 

K~. Saksena, who extended his full cooperation and 

guidance to me during the course of preparation of this 

paper. His rare insights and tremendous interest in the 

paper have, all through, been a motivating force for me. 

Inspite of his considerable work load and scarcit¥ of 

time he spent a lot of study hour with me without which, 

I fear, this work would not have been consummated. 
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I am also indebted to Dr Pramod Kumar Mishra for his 

tLnely_ cooperation and assistance in terms of stuqy 

materials. Without his cooperatio."1 it v.rould have been 

in~ossible for me to do fair justice to the subject. 

Besides, I .must acknotvledge the facilities whic.'L I 

have, during the course of rry work, availed from the Sapru 

House Libral.'Y 1 the UN Information Centre and to some 

extent ·l:!'le JNU Central Library • 

I thank all IT¥ friends who encouraged me dur:L"1g t.~e 

course of my work • Particularly~ Mr J?ranab. l'16ngaraj, 

l'tr Kshi tish Mohancy, l"lX' Amiya JE:ma, r-tr Bishnupad~ Sarangi, 

merit: special zrention for their special cooperation. 

I eArpress rry profound gratit.ude to r:T.f parents whose 

constant encouragement and support have been an inexhaustible 

source of It!f courage and determination in academic life. 

Last but not least, I must thank Mr Shiv Sharma for 

• qping the dissertation so neatly and carefully. 
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INTRODUCTION 

Regional cooperation is a characteristic phenomenon 

of the post-war period. As regards the developing 

countries, the concept of regional cooperation has 

acquired a moment'Uin of its own in the con text of their 

quest for new international economic order. 

The failure to implement the programme of action 

of New International Economic Order (NIEO) and the stale

mate over ·the launching of "Global Negotiations" have led 

to increasing emphasis on the regional and inter-regional 

cooperation among developing countries generally referred 

to as south-south cooperation. 

This idea of •collective Self-reliance• through greatez: 

economic and technical cooperation at regional and sub

regional level among the developing countries, starting from 

the Lusaka Summit of nonaligned countries has been a main 

. agenda item of various NAM meetings, and meetings of 

'Group of 77!1 and also in the UNCTAD meetings. 'lhe idea 

was further expanded and articulated#· particularly in the 

later half of the 19"70s notebly in the meetings at Mexico 

(1976) ,· Arusha (1979), Buenos Aires (1978), Caracas (1981) 

and New Delhi (1983) • 

However,, this approach of collective self-reliance 

is viewed not as alternative to the need to restructure 

1 
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the existing economic orde.t: .or as a substitute for 

North~south cooperation,· but as a •second best option" 

to the developing countries in their effort to stem 

the deterioration of their global economic position and 

the consequences the failure of the global system to 

accommodate their interest. 

South-south cooperation seems to be an attractive 

proposition. Howevex;-,- in practical terms several points 

have to be taken into account. Like, if the present 

international economic order has tilted in favour of 'North • 

and later is capricious about the south, is the prevalent 

atrnosFbere cond:usive to South-South cooperation or it 

presents serious institutional obstacles? What has been 

the experience, in this regard,' of developing countries in 

various regions where such cooperative enterprises have 

been incepted? In the context of overall problems of 

south-south cooperation, how do one assess the prospects 

for south Asian regional cooperation? What are the real 

constraints in the path.. of regional cooperation in south 

Asia? What are the actual potentialities or opportunities 

existing for any cooperation? Are there any complernentarities 

in their respective ecalomies that can be harnessed for 

greater cooperation? Are there any infrastructural 

facilities for acceleration of either intra-regional 

trade, or cooperation in socio-cultural fi 13ld, or in 
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science and technology or any other allied fields? What 

has been the extent of manifestation of political will 

among south Asian countries for cooperation? Is it possible 

to achieve substantial cooperation with apparent differences 

in their political and security perceptions? Of course 

sometimes it might so happen that increased regional 

transactions and shared perceptions of interests and 

sense of interdependence may lead to understanding and 

defenment of imrtediate political issues. But what is the 

actual scope for regional cooperation the areas agreed 

upon so far? Ylat short of institutional framework is 

likely to emerge to channalize cooperation and coordination 

of the selected areas? Whether the present institutional 

arrangements have sufficiently taken into account the 

existing barriers, W'lether it is adequate enou~ to deal 

with future problems which are likely to arise out of 

increased cooperation? These and related questions are 

the subject of this study. 

An attempt is ma~ in the first chapter to examine 

the rationale of regional cooperation within ·the framework 

of South-South cooperation, the constraints on it and the 

opportunities. 

The second chapter analyses the prospect of regional 

cooperation in South Asia with specific reference to the 

constraints and potentials of the region. 
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1he th:hl:l chapter deals with the formal launching of 

south Asian Association for Regional Cooperation, after a 

short discussion on the earlier initiativesl' and the 

backgrO\md of the present move. 

The fourth chapter involves a discussion an institutional 

arrangement. and its evolution over the years·.t It will also 

discuss the limitations of the present institutional frame

work, the question of secretariat and financing arrangements 

keeping in view the experiences of other regional framework. 

The fifth chapter attempts a conclusion and assessment. 



Chapter I 

REGIONAL COOPERATION FOR DEVELOPMENT: 
RATIONALE AND CONSTRAINTS 

'lhe idea of economic cooperation among developing 

countries at regional and inter-regional level, of late, 

has ~~ceived much attention among the Third world countries, 

following the impasse in North-south parleys. 'lhe developing 

countries known as •south • perceived present international 

economic order characterised l::!f gross inequalities between 

North and South in terms of per capita income,i technology, 

benefits from trade etc. In this cootext the intperatives 

for structural change and rapid development in developing 

economies have become acute (see Table I) • Adding to this 

the continued recession in developed world,, stalemate in 

North south dialogue and inabili~ of the world economic 

bodies to enforce the objectives Of the New International 

Economic Order (NIEO) have accentuated-the need for south-

south cooperation. 1'herefore, the approach of "collective 

self-reliance" through regional cooperation among developing 

countries themselves becomes a necessi~ rather than an 

option.1 

1For details, see xu Mei, "south-south Cooperation 
Towards New International Econanic Order .. in U.s. Bajpai (ed.), 
Ncnalignment (New Delhi, 1983), pp.236-37: V ..R. Panchamukhi, 
"South-South Cooperation and Economic Nonalignment", 
Mainstream, Special Number (New Delhi) , vol.xxiii, no .28, 
March 1985, pp.11-13. 

5 
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'!his has been motivated partly l:¥ a striving for 

corrmon action in their negotiation with the developed 

countries on the issues relating to trade, capital flows 

technology transfer and other allied matters and partly 

1:::¥ their desire to widen the gamut of economic opportunities 

within the developing world 'Which are constrained 1::!{ the 

narrow domestic rraY~_.ets. 2 In fact,~ trade among the 

developing countries has been inhibited in the past, due 

to lack of infrastructure facilities for trade including 

inadequate informations about eadl others productions and 

trade possibilities. 'lherefore,' there is a strong case for 

adopting special measures of incentives including common 

financing and monetaxy arrangements to encourage trade and 

economic cooperation among the developing countries in order 

to counteract the prevailing metropolitan obsession. 3 '!he 

Trade and Developnent Report (1981) issued 1::!{ UNCTAO ably 

surtliied up the above perspective: 

'Ihe economies of the developing countries have 
been linked through a vertical division of labour 
to their respect:lve metropolis in a bipolar 

2see, "Collective Self-reliance of LDCs and International 
Equity", Third world Quarterly, April 1981;, pp1.230-50. 

3R .c. Chakrava.rty 1 ·The Polit_ical Economv of Indi;t • s 
Foreign Policy (Calcutta), p.9l. · 
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relationships. This has limited evolution of 
trade and other economic exchanges among these 
countries. :In consequence,~ the developing 
countries find themsleves in a special position 
of structural dependence in their economic 
relations with their former (J)].onial powers·. 
'Dlis dependence is not confined to trade but 
can be observed equally in other major areas 
of their extemal economies -- money,1 finance, 
technology, international transport;· marketing 
and distribution, banking,' insurance etc -
and thus impose not only costs (direct or indirect) 
on the developing countries but also constrain on 
their development process. • • In this context 
the concept of economic cooperation among 
developing countries has assumed major significance 
for bringing about some structural changes in the 
international econoit!f. (4) 

Thusi while collective self-reliance has been viewed 

on the one hand as a means for ensuring national self-reliance 

for individual countries and, on the other~~ as a means for 

intensifying cooperation among less developed countries, it 

helps them to acquire greater bargaining power in relation 

to the developed countries • In the full meaning of the 

expression,· it is mainly at the regional level that 

collective self-reliance can be built up as a system of 

continuing and comprehensive relationship.5 When the group 

4ci ted in Indian & Foreig,n Review I vol.20#'~ no.4, 
1-14 December 1982, p.a. 

5Tarlok Singh, •on giving substance to Collective 
Self-reliance",' Third world Quarterly (London),· vol.6, 
no.!,· pp.247-58. 
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of countries becomes very large,' transcending regions, 

coope.ration is naturally of a highly selective nature. 

In other words, collective self-reliance implies strong 

developrrent of links among countries in selected fields 

a~ .:>ng different regions and sub-regions • 6 And aqy 

Regional Cooperation for developnent among developing 

countries essentially comes under the framework of 

collective self-reliance. 

Substantive·Orientation of the Idea 

Although it was,1 as it is well known1 on the eve of 

UNCTAD-I the developing countries made the first attempt 

6The words ,~region • and 'regional organizations • have 
given rise to much confusion and difficult¥ in their 
apPlication to inter-governmental organizations·• 'nle 
term 1'region,~ in abstract is politically meaningless • 

• One might ask in relation to mat subject matter is the 
term used in any particular context? It is clear that 
'What is a region for one purpose may not be region for 
another. GeograJ:bically, Europe has#' for example, proved 
in practice to be a region for ~ purposes of technical 
character 1 1 such as transport or environrrental. But 
Geogra};hical Europe has not yet proved to be region 
for most economic or political purposes • 'lhen there 
are so called functional/regional organizations,' such 
as the Organization for Economic Cooperation (OECD) 
Whose membership cuts accross geographical continents. 
To avoid all this confusion, therefore,a region is 
treated as a convenient geographical area controlled ~ 
sovereign goverl'll"fents \'bose interest in any particular 
subject is sUfficiently compatible for them to be able 
to ~nter !~to effective multilateral cooperation. 
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to coordinate their position for mutual help and formed 

the "Group of 77 11 (which has a membership of 128) and 

indeed the International Development Strategy adopted 

for the second UN Development Decade has made some 

r.oferences, at that time, to regional,~ sub-regional 

integrations as a measure of trade expansion,'7 the 

concept of "collective self-reliance through direct 
St: . - __ _. 

action" came much later in the 70s. \.fO~"" Cv-onolo~icol da..\/e.\.op~V~UV-
~ ""'"~-I) 

'nle concept was first introduced in the preparatory 

conference of nonaligned countries at Dar-es-Salam in 1970 

1::¥ the President of Tanzania, Mwalina Juli.us K. Ny'erere •9 

Later it was incorporated in the Lusaka Declaration after 

the summit meeting of nonaligned countr:J.e s. 

7International Development Strategy for the Second 
UN Development Decade,' para 39. 

8Many analysts. tended to identify the origin of idea 
with the establishment of Nonaligned Movement and the 0 Group 
of 77" • Of course both lead towards self-reliance. But 
Karl P. sauvant has rightly distinguished between "Strategy 
of self-reliance through bargainin~" which st.arted with the 
establishment of ,!Group of 77,! and 'self-reliance through 
direct-action'' W'lich carte much later in 1970s. 'nle later is 
better known as the approach of collective self-reliance or 
south-south Cooperation. See, Karl l?. sauvant, "'lhe NAM and 
the Group of 77: Towards Just Cooperation",· Plroblems of 
Nonalignment, Januacy-March 19831 PP :l..?.-7o. 

9l?reparatory Conference of Nonaligned Countries, 
11Final Communique" and Document on Econr;mic Development 
of ·cooperation,i vol.l# no.6. 
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At the tine of the Lusaka Sumnit, collective self

relia~ce was defined mainly in terms of increased economic 

cooperation among developing countries.10 consequently, 

various forms of such cooperation, its purposes and 

r.echanisms were outlined. 'lhe George Town conference of 

Foreign Ministers (August 1972) had further elaborated it, 

in the framework of an "Action programne for Economic 

Cooperation among Developing Countries•, and had identified 

a few fields of activities that deserved special attention: 

trade; indus 'b:y #' and transport, transfer of technological 

know-how and technical assistance; financial and monetaxy 

cooperation; and international cooperation for economic 

development among developing countries.11 

The idea had also figured at the Algiers Summit of 

Nonaligned countries (1973), in the NIEO programme of 

action (1971) and also at Dakara Ccaference of Developing 

Countries on Raw Materials (1975) • 'lhe findings of these 

meetings are important because these determine, 1 to a larg~ 

extent,! the substantive_ content of economic policies of the 

developing countries. 

10'!hird Conference of Heads of State or Goverrment of 
Nonaligned countries,· Declaration on Nonalignment and 
Economic Progress, vol.li' no.6. 

11T.hird Conference of Ministers of Foreign Affairs of 
Nonaligned Countries, '!be Action Programme for Economic 
cooperation, n.6,· p.456·. 
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However, it was only after 1976 that the concept of 

•coll~ctive self-reliance• was re-emphasised in a wider 

sP'lere at the meetings of "Group of 77u and UNCTAD apart 

from the meetings of NAM. The failure of Nairobi UNCTAD 

{1976) to realize the objectives of NIEO and the net.; 

threshold of recession in the developed economies turns 

the minds of the developing countries to the "second best 

option11 before them.12 The repeated failure of North-south 

negotiations led to an emphasis on the possibilities of 

south-south cooperation. The first effort in this direction 

was made at the third ministerial meeting of the Group of 77 1 

Manila,· during \tbich a resolution on economic cooperation 

among developing countries (ECDC) . was adopted. 'nlen a 

detailed progranme on ECDC was prepared at the conference 

on Economic Cooperation among developing countries held 

in M:lxi.co City from 13-22 September 1976. Later at UNCTAD-IV 

it was decided to set up two committees to monitor and 

coordinate the activities of "Economic Cooperation among 

Developing Countries" and "Technical Cooperation among 

Developing Countries". 

1~.P. Saksena, 11 International Framework and South
South Cooperation: Constraints and Opportunities", 
International Studies (New Delhi),· vol.22 1 no.3,: July
Septeitlber 1985,:1 pp.200-1. 
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~e full integration of this approach came during 

Fourtq Ministerial meeting of Group of 77 at ArUsha 

commonly known as Arusha Programme for collective self

reliance, on the eve of UNCTAD-V in 1979, \'ilere the concept 

of collective self-reliance was spelt out in some detail. 

It was further elaborated at tbe Caracas Conference held 

.in April 19 81 • 

'n'lese docunents in which objectives of south-south 

cooperation are defined point out although many developing 

countries have achieved political independence,' the economic 

dependence and fragility left over from colonial rule and 

ye~~'ting from extsting relationship of inequality are still 

there. The developing countries economic cooperation is 

intended to cement their political and economic strength 

and to increase their collective economic strength there~ 

facilitate establishment of a New International Economic 

Order. 'lhese doc~nts also ein];ilasised the need to effect 

a structural reform in the existi.r.J.g international eccnomic 

relationship and in this connection pointed out the 

importance of "collective self-reliance for such a reform. 

According to these documents, through such self-reliance 

and cooperation, ~ird world countries will better their 

negotiating position with develop.a.d countries 1
1 promote 

structural reform$1 realize a more rational international 
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division of labour and thereby o.vo.\.1· tt-.c~~ or vSirlg 

world'; s resources more. effectively. ibis will help 

establishing a new relationship an the basis of mutual 

benefit. It also provides them the means of development 

by effectively controlling their resources,1 system of 

production and by widening their economic activities. 

As to the met.hcxi of cooperation these docunents call 

for strengthening regional and sub-regional economic ties. 

While exploring new ~s,' the Arusha Programme identified 

three priority areas. ihese are: (1) global system of trade 

preference (GSTP); (b) Cooperation among state trading 

organizations (STOs); and (c) Establ~shment of Multinational 

Marketing Enterprises.13 The Caracas Report identified seven 

areas for cooperation such as finance~ transfer of 

technology and trade in the sectors such as food, and 

agriculture, energy, raw materials and industrialization.14 

'l'o facilitate a smooth developoent of south-south . 

cooperations these documents also defined some guiding 

principles for governiiig relations between developing 

. . ,, 

13.~Group of 77.~ Arusha Progranme for Collective self..;, 
Reliance and Framework for Negotiations (UNC'J!AD-V, Manila), 
Doc'~'l'D/236/1979. 

14see,'i the Final Report of high level Conference on 
Economic Cooperation among Developing Countd.es (Caracas) , 
G/77/FR. 
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. . 

countries. For instance, the developing co'Wltries should 

make full use Of their existing and potential resources 

to make up each others deficiencies and hence profit all 

tbe participants on tbe principle of mutual benefit. 

~ achieving this tbey should,~ without prejQiice• 

grant priority to the product of developing co\mtries in 

their import and export policies • Also, they should take 

steps in order to ensure the securit¥ of investment of the 

developing countries in their own countries and to grant 

favourable treatment to those investments. 

These principles should be followed in the spirit of 

uni.'t!'ii cooperation, equality,'· mutual :benefit and mutual 

assistance by giving priority to the special difficulties 

of tbe least developed countries •15 

over the years of painstaking efforts quite a few 

regional organizations have come up in differept parts 

of Asia, Africa and Latin America. The Association of 

south East Asian Nations (ASEAN) was set up in 1967 among 

five south-&ast Asian -countries (11\ailand/ Malaysia," 

Indonesia#: Philippines and singapore). Later Brunei 

joined as the sixth member. '!he Latin American Free 
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Trade Association (IAFTA) was set Up among Latin American 

coWltr~es and Mexico (A:gentina, Brazil, Chile·~; Nexico, Paragua;y, 

Peru.- Uruguay,· Equador, Colombia and Venezuela) in 1960 now 

converted into Latin American Integration Assik:iation (U.IA) 

in 1981. Econanic community of West African states was set 

up in November 1976. 1'here is also Gulf Econanic Cooperation. 

'!here are as many as 34 such groupings among the developing 

countries, out of which 19 are in Africa, 11 in ~tin 

Auerica,-· and 4 in Asia. However,, all these Organizations 

have not been equally successful. 

It shows. that evecy geogra};hical region has become 

consdious of the need to achieve regional cooperation for 

development (though south Asia is a late ~tarter) • The 

Brandt Commission Report on International Developnental 

Issues entitled "A Programme of survival" while recommending 

sorre renedies for the economic ills of the developing 

countries, has suggested that regional and sub-regional 

cooperations should be made a prime instrument for eccnomic 

development. 

~ationale · foE Cooperation 

Of course there is sufficient gro\Uld for strengthening 

economic cooperations at the regiooal level among developing 

countries. It offers a viable strategy for acceleration of 
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economic development and structural transformation. It 

can support industrialization and trade expansion and 

provide opportunities for multi-country ventures·. 

ihe international economic relations is not as simple 

and straight-forward as was contemplated at the 1Brettonwood 1 

\ttlich was based on the economists 1 model of "comparative 

cost••. Here international division of labour also plays 

a crucial role •16 However,: there is nothing wrong in 

arguing in favour of an ,'unhindered trade 1 among states 

if 1 t is practised honestly • But the in-built rigid! ties 

in the world trading system and its underlying conditions 

do not easily let the "forces of trade" to play their 

natural role. iherefore, it is rather imperative to fall 

back upon the second best alternatiw, i .e'e1 regional or 

sub-regional eccnomic cooperation amongst countries 

having identical problems, within the region •17 

second, free trade w1 thin the region, if accepted in 

16For details see, "North-south: A Prograrrme for survival 
the report of the Independent C'ormdssion on International 
Developxrent" (Brandt and others) , ICIDI, 1980, pp.30-4S·• 
·A·~· .. Das Gupta, the Problems of International Economic 
Order, International studies (New Delhi) , vole6, no .1, 1977, 
pp .195-207. 

17see for detail, John Altman Sigmaringe~, 11South~outh 
cooperation and Eccnomic Order",; International ·Ecatomics, no.3, 
May-June 1982, pp.143-47. 
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principle,· enables participate~ countries to realise 

econor.nics of scale, overcome limitations of size of 

market,· exploit complementarily of resources through 

specialisation and reduce exposure to risk. In the 

process new wants are stimulated,; producersi~, horizon are 

broadened,· workers • skills are developed and innovations 

are encouraged. 'Ibis process constitutes the kemel of 

economic growth • '!bus it presents a congenial atmosphere 

for economic growth. 

'lhird, for most developing countries the national 

framework is too narrow for reaping full benefits of a 

policy of industrialization. At the global level nearly 

75 per cent of developing coWltries have a population less 

than 20 million. In South Asia itself, with exception of 

Iriclia,' Fakistan, Bangladesh, the populations of the 

remaining south Asian cOWltries totals less than 80 million 

(Table IV) • ~e narrowness of the national market either 

brings industrialization by • import substitution • to an 

early end,: or it leads_ to wastage of investment resources 

through the establishment of enterprises of uneconomically 

small size,' or those operating below capacity. In Latin 

Anerica, for instance, it has been calculated that several 

billion dollars of investible capitals could be saved or 

used ·for other inves'bnent purposes,~ if the future demand 
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for products like steel,' petro-chemicals# fertilizers 1 1 

pulp ~d paper, capital goods etc·••• ~re to be satisfied 

within the framework of a Latin Aioorican !Conrnon Market• 

rather than by' separate overlapping national investment 

prograrrmes • This fact typically holds good for ASEAN 

countries as well as South Asian countries. 

'Ihe characteristics of regional or sub-regional 

grouping are access to each others markets and substantial 

contribution to the diversification of the type of goods ,. 
which they can e~rt. This is examplified by European 

economic grouping and ASEAN economic arrangements • 'lbe 

manufacturers not sufficiently adopted to the requirements 

of the highly competitive markets of the developed countries, 

could first export to the countries of· regional groupings. 

In this process,: the sphere of operation of such a count~ 

be canes broadened and consequently it would become less 

dependent on its trad:i tional markets in the developed world. 

The formation of a regional organization in particular 

would enhance the bargaining pol<2r of the developing COWltries 

concerned vis-a-vis the developed. 'lhis has been demonstrated 

by' the ASEAN group of countries \-tlo are able to get better 

treatment for their exportables under the Preferential 

Trading Arrangements (PTA) ~~ To some extent it also holds 
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good for the group of Latin Arrerican COWltries. Even 

mul ~-nationals 'Which play major role in industrial 

development of the 'nlird World/ can be forced to ~e 

changes in their policies regarding capital flows, 

technology transfer, exports etc. It is also a fact that 

generally countries under ·regional organizations are doing 

-well in terms of economic growth and welfare of lbich 

ASEAN is a demonstrative case (see the Table below). 

ASEAN Economic Cooperations 
Real Growth and Inflation of 1981-83 

Cotmtey Real Growth·',·,· Rate of Annual Inflation 
1981 1982 i§~~ 19fh I9~2 1983 . ' 

Indonesia 7'.6 4';5 3.5 12'~2 91~"5 11.0 .. •.· 

Mala;ysia 7.1 5.2 5•6 9'•7 5 1.:5 14.0 

Philippines 3.7 2f;;:6 2.9 11.8 12.5 9 .o 

singapore 9.9 6.3 6.0 8.2 3-.9 :~3-.0 

'lhailand 6.3 4.2 5.5 12.7 5:.2 4.0 
. -

Average 6.9 4.5 4.7 10;.9 .7'~2 6·~~.-

Source' International. Finance statistics,i National Reports, 
Economic Division Treasw::y ·~ 

For that matter,' we can draw the instance of the 

custans and economic union of war-torn European countries 

mich has galvanized their shattered economies and galloped 

them into a dynamic force in the -world production market 
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and in technology W'l.ich can be comparable to that of 

the United States of Ane rica. It also successfully faced 

the threat of American dominance over Europe·. 'lhe region 

has became agriculturally self-sufficient. 

'Ihe intensified economic cooperation also has 

dialectt:ally interacted with the political environment so 

much so that a war between traditionally antagonists like 

France and Germany has become unthinkable • Keeping in view 

the present arms build up in the 'lhird world~' regional 

cooperation will definitely help them to reduce the burden. 

Constraints 

However,- there are tnnumerable cons~raints in the way 

of regional cooperations for developnent in the 'lhird World. 

Because regional cooperation is not only a rational design, 

but also something dependant on political initiatives, 

diplomatic moves and various pulls and pressures of interest 

of'; socio-economic and political,' conditions both external 

as ~ll as internal. '!his is not only confirned '!:¥ various 

doc'UIOOnts, but also experienced by various 'lbird World 

regional groupings in practice. we can divide these 

constraints broadly into four categories : such as structural, 

institutional, economic: and political security'. 
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Structural Ob§taclea 

Economically the developing countries are so 

structured that they are made to depend on developed 

countries. This constitutes the biggest hold up. 

Developing countries are vex:y mudl dependent on developed 

countries in terms of funds,·· trade# and technology. 

Take trade as an exami>le : almost three-fourt:hs of the 

developing countries export~ are shipped to developed 

countries. 'Ihis is the case with the primacy product 

producing countries (see Table II) ';. 

Institutional Obstacles 

There are also institutional Obstacles that constrains 

intra-regional trade among developing coun~ies. 'lhese 

include communications, equipments1 1 ports,' and transport 

facilities and banking and financial institutions. '!bough 

some of these facilities are available;: still "those r 

serve . the purpose of the developed countries and are 

linked to the markets_ of industrialized countries. 

Railway system, for instance, is one of the most important 

means of communication for promotion of transport. But 

Indian Railway System as Gunar ~rdal aptly pointed oue'l ~ 
. ·. '·'~' ~ '. ' 

' ' ~ :.1 ·-~ 

,.-----~----~ing constructed primarily fran the point of .... · ?J. , 

o1ss w of the British econonw, with the aL.-u fff."_~tt ~ 
341.247 \• I, t ) . 

M6877 Re ~ . 1~"'-.. Z / ) 

illlllllllllilllllllillllllllllllllllllllllll \ \\ r-~~ ·~ \j ~J)>·.:;;~\ j 
TH2080 



of facilitating militazy-securi"t¥ and 
secondly getting the ~aw materials out 
.cheaply and British goods in. • • 'lhe 
rail ways instead of exerting spread 
effects as in ~est Europe;' serwd to 
strengthen "the colonial relationship and 
further subordinate the Indian to British 
econorrv • (18) 
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Thus; there. are historical factors constituting 

institutional obstacles in the path of expanding trade 

among the developing countries. By and large the present 

transport facilities~' insurance and banking as· well as _the 

channels of canmunica.tions and marketing remain oriented 

towards West. It is far easier for the count.ries of Africa, 

Asia and La tin America to trade with western Europe and 

the united states, than to trade with one another. It is 

easier even today to b~ Zambian copper at London Metal 

Exchange or communicate between Delhi and Colombo via 

London than to do so directly from the origil"lal source • 

Another kind of institutional obstacle · cones from the 

11 purchase of technology" by the developing coun'b:'ies and 

"credit facilities•• provided by the rich developed countries. 

The ,, purchase of technology • tied imports to the original 

. sources,· and the terms of technology transfer fran the 

developed countries often restricted exports'.- Further, 

18a~ar l1[rdal, Asian pr~.l ·An Ingui;z_ ·into the 
;povertv of Nations"7' (New !urk, ~~6l:SJ.1" vo~ .1,: pp.4!:>6-57'; 
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the imports of the manUfactured goods depended on the 

availability of credit mile the rich countries were able 

to extend export credits • 

There is yet another institutional factor Which has also 

historical origin. In many areas of international trade,. the 

developing cOWltries do not partici)?a.te as completely 

independent "tMYers and sellers 11 '~ '!his is because 

transnational corporations (TNCc) plqy a dominant role 

in export of primary conmodities~ particUlarly those 

originating from mines,' plantations,-1 or cash-crops, 

agriculture. Most of these TNCs belong to Western Europe 

and the United states,. having their base at London or 

New York. For example#' five companies accoW'lted for 75 

per cent of the world tea market,- six companies controlled 

50 per cent of the Manganese-ore capacit<.{; three companies 

controlled 60 per cent of the banana imports (90 per cent 

in the USA alone); and six companies controlled 76 per cent 

of the world aluminia production capacities.19 And these 

~Cs do not like aQY ~~ional cooper~tion to come up in 

aey region. 

19'.lbese figures are cited by K.P. Saksena,.. "Interna
tional Framework and south-south Cooperation Constraints 
and Opportunitiesu, International Studies,· vol.22i no.3, 
July-september 1985, pp·.201-a ~ 
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Economic Obstacles 

Neither the Latin A~rican experiments nor the ASEAN 

one has yielded substantial results in terms of the goal 

set at the time of forming these regional organizations. 

Another principal reason is that they have yet to come 

over the number of barriers of political and economic 

nature at their regional level. 

one of the most fundamental reason is that most of the 

developing countries are seriously preoccupied with the 

adverse balance of payment situation therefore they are 

not reaqy to reduce trade barriers• 

In the developing countries#' the share of revenue 

represented by custom duties is substantially higher as 

compared to developed countries. 'lherefore,l the trade 

liberalization would definitely result in "loss of 

substantial revenue" accrued to them for which they are 

not prepared so far. Trade barriers get reduced if the 

resultant additional imports are canpensated by additional 

exports of an equal amoWlt. In fact their desire to 

obtain strict and imnediate reciprocity, so as to avoid 

aey risk of even temporary imbalance, doesnot allow them 

to adopt more fQJ: reaching trade liberalization. Secondly, 

at the same tine the tapping of other fiscal resources is 
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very difficult on account of their limitations of 
·-· 

administrative apparatus. 'lberefore,1 there is a lack of 

comnitroont to substantial trade liberalization·. 20 

Moreover 1 ' if a reduction of tariff barriers is somehow 

successfully negotiated# still export may not take place~ 
., .-

~,because the developing countries remain at ~ disadvantage 

in those cases where "cost of production" may not be 

competitive. For example Indian meat. Often the trade 

divergence at regional level face adverse result due to 

"generous export credits" or under "tied aid arrangement". 

For this matter, the substitution of regional market for 

national market tends to accentuate the apprehension of 

sone countries about the risk of dcmination 1::¥ "foreign 

capitals"·· Indeed, it is a fact in Latin Anerica. Though, 

one of the aim is to make better condition for investment,· 

the advantage may be taken away by the foreign firms. 21 

Moreover 1 the conditions of unemployment and under 

20T .l?. Bhat,j "Cooperation for Econorn.i.c Developman~ in 
M.S. Agwani and others (eds .) , $outh ,A~ia, Stab:llitv ~ 
Reaional Cooooratio~ (Chandigarh', 1983) 1 ' pp .35-49'• 

21UN Economic and SCX:ial Councili Economic and social 
Comnission for Asia and the Pacific; Blue Print for trade 
Extension and Cooperation in ESCAP Region, E/ESCAP/Trade/ 
MM:T./June ·1978. 
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empl~ment dissuade the governrrents from adopting any 

meas~s that might adversely affect existing empl~ment 

opportunity. 

'lhe difference in the level of development among 

developing countries themselves," within a region poses a 

serious problem to start a process of cooperation. Often 

a relatively more advanced coun"b:y in the group itself may 

not be capable enough to take extra-respons.:lhilicy in 

short run which might have otherwise helped in fostering 

regional cooperation. 

'lbe problem may be severe still,1 if financial resources 

have to be transferred to less advanced partners • Even C.OOP

e. V"C\..ti~ countries at equal level of development,~ would like 

to be sure of having share of new enterprise that can be 

established as a result of the setting up of multi-national 

groupings. 'lhis can give rise to disagreement on national 

allocations of new investment. 22 

Another constrain_t on trade expansion among developing 

22c .A. Eckenstein, "Potentialities and Problem among 
Developing Countries" in Agha M. <ll.oUse (ed1

.) ~~ ""Pakistap in 
De~lopmePt Dec;~de 1 :Problem.~ and Pre~_~r§!nceg_ (ProceeC1ings 
Ol: tiit::iebl&vuu.c Developmel•~ ot:mWlal.-,· J:<.araehi.,' 1968), 
pp'.64-80. 
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countries is the need to reconcile trade liberalisation 

with. the planning efforts that each countl:y considers 

essential from the national point of view. :tf at the 

national level, the development process is thus left to 

the free play of market forces, tile same imperative will 

operate when the multi-national cooperation framework of 

economic developroont is being created. In fact to 

coordinate plans at regional level,·; a strong institutional 

framework is required. 

Political and Security Obstaeles 

HoW.ver, the most important and foonidable obstacles 

in the way of regional cooperation is the political 

differences and historical disputes (most of them are 

followed from colonial rule) among the neighbours within 

the region. Regional cooperation is not simply all 

economic aspirations and rationally designed state action. 

It is an outcome of number of complex and mutually 

inc~tible political,· strategic and diplomatic initiatives, 
. 

responses amongst the states and their managey~ in a 

given region. 

Particularly in case of the ''developing countries" 

the primacy of politics is an all the more dominant 

characteristic of social realit¥ because the socio-
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economic interests and agents are highly under-developed, 

very .poorly organized and lack cOOsiderably in skill and 

articulation. In the absence of well-developed#' powerful 

and autonomous socio-economic forces and agents, the state 

through the. goverrurental sectors plays the most decisive 

role in all vi tal decisions. 'lhe substance of governmental 

functioning and state behaviour is based on the preferences 

and concerns of those "ruling elites" who are in control of 

the state apparatus. Accordingly, the question of "regime 

stability .. and "political survival" eventually dictate the 

logic and rationale of socio-economic priori ties. 'Ihe 

econorrdc forces being subservient to their political mentors, 

are cy- themse 1 ves of no consequence~ As such#! regional 

cooperation moves, incentives of economic gains and the 

influences of economic agents without their political 

implications are by and large incidental. 23 ibis is evident 

in the functioning of 'lhird world regional cooperations in 

south East Asial: Africa,' and Latin America. It is a fact 

that the earlier attempt to form ASA and MAFILINDO were 

unsuccessful due to non-cooperation of Sukarno.!s Indonesia. 

23 . s .D • Mun;t, and Anuradha Muni,' Regional Cooperation 
in South Asia (New Delhi, 1984), pp.4-5. 
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Even the external and strategic factors play an 

extremely important role.24 Of course, it is a fact 

that NATO and Warsaw Pact plqys a crucial role behind 

EEC or CX>NECON or it may be OECD and there exists a sort of 

harmoey and consensus between them. But the super Powers 

relation with the developing countries or ~ region of 

the '!bird world countries is like the one between an 

exploiter and exploited. While the 'Ihird World countries 

look towards the Super Pol~r.s as supporters in their cause 

against their local eneqr ,· the super Powers seek their 

clientship in their global strategy against each other and 

also look at them as main customer of their export goods. 

'Iherefore,' there exists a schism and discord in the 'lhird 

world countries • global outlook,:1 and minor political 

dif:Eerences escalate into hot wars~ lihile the strategic 

schisms in most of tte cases ~re created and nursed ~ 

the colonial legacies,• Wlsettled boundaxy issues and 

ethnic discords,- political instalnlity, and "developmental 

di.lemnas• and incompatibilities give ample scope to ex

colonial or external great powers in their regional affairs• 

It is a fact that the developing countries have already 

experienced first generations of regionalism in most of the 

regions like south East Asia (SEATO) or Central Asia (CENTO) 

\'.him were sponsored 1::¥ the Super P01NCrs for their political 

24Ibid. 
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security and strategic reasons. And most of the present 

econ~c cooperations were,at sane time or other, either 

sponsored by these countries or indirectly supported by 

them. It is to remember here that most of the present 

members of ASEAN ~re alsp member of SEATO'~' It can also 

be argued that regional cooperation in south Asia could not 

come up for several years due to the involvement of extra

regional factors. 

To sum up the above observations,• the concept of 

collective self-reliance and the programme of south-south 

cooperation have emerged as a historical response to the 

chall~ge of "development" and of restructuring the 

international economic order. 'lhe opportunities which 

await economic cooperation are far greater and need to be 

haxnessed. But the path £or regional cooperation is 

tortuous. 'lbus#' the economic cooperation depends on their 

perception that they are likely to gain through the strategy 

of :~developmental regionalism•25i .e •#\ economies of scale,

external economies,' SP.ecialisation and increased efficienqy 

through enlarged market and efficient use of regional 

resources. 1be political cooperatiOn ranging fran simple 

foJ:ma.l recognition of neighbour government to complex 

25John w •. Sloan, "'!be strategy of Developmental 
Regionalism",' Journal of Common Market Studies, vol.lO 
no.2, 1971-72, pp·•l38-62. 
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institutional framework involving concerted action on 

the ~rt of all,' takes its roots from the domestic 

milieu to regional, and national political and strategic 

environment. As the experience of various regional 

cooperation organizations shows,·, in evecy region,= 

cooperation among countries contLnues to have its own 

dynamics and its canpulsions and ccnstraints • 'lhere has 

been step by step evolution leading to the emergence of 

viable institutional arrangements lbether it is the case 

of EEC or ASEAN. When the cooperation among countries 

grows steadily on the strength of actual needs and 

circumstances, the results are likely to be more enduring. 

Where it has been imposed from outside, or has not gone 

through proper course, it has net with failure·• But one 

thing is most important that the faith in regional coopera

tion has to be sustained often through difficul. ties and 

failures. 'lhe success of regional cooperation,· however, 

depends on a certain degree of shared securi ty'11 economic 

and ideological interests among the states and a general 

acceptance of principle of peaceful co-existence as an 

irrevocable norm of international life. 26 

26G. Chufrin,' Economic Cooperation and Collective 
Security in Asia (New Delhi,· 1976) 1 ' p.35. 



Chapter II 

ASSESSING PROSPECTS FOR SOUTH ASIAN 
REGIONAL COOPERATION 

The South Asian region which consists of seven 

countries, namely, India, Pakistani Bangladesh,· Nepal 

and Bhutan, and two island states, sri Lanka and 

Maldives (nearly 4500 sq.km) forms a distinct geographic 

expression. It is bounded by the Himalayan mountain 

range on the north, by the Indian Ocean and its off 

shoots, the Bay of Bengal and the Ara.bean sean, on the 

south, and by mountains and jungles on the east. some 

analysts seek to include Afghanistan within South Asian 

region due to its proximity with the region. But it is 

true that for all practical purposes, Afghanistan has less 

interaction with this part of the world. Even their 

distinct social. and cultural identit¥ and their location 

are enough to place it in central-West Asia. 'lh~ south 

Asia's well defined external boundaries are one of the pre

requisite for the regional cohesian.1 

~chael Brecher has pointed out six characteristics 
in order to delineate any regional system. 'lhese are: 
(a) Its scope is limited with primacy stress on a geographical 
region; (b) there are at least three actors; . (c) taken 
together they (the member states) are objectively recognized 
by other actors as ccnstituting a distinctive comnunity, 
region or sagement in·. global system; (d) the m:mbers 
identify themselves as such; (e) the units of power 

32 
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However,· in contrast with the external .boundaries, 

the political geograJ:by within the region follows no 

neat pattern. 'lhe three most important river system -

the l.ndus, the G,anges and the ~rahma.putra - cut across 

the bO\mdaries of the principal COWltries in the sub

continent. Most of the internal boundaries of the area 

have been determined 1:¥ longstanding animosi -cy between 

religious and ethenic comnuni ties and by the histoz:y of the 

pre-independence period. The border imposed by the British 

still stands as boundaxy between India and Pakistan; and 

later between India and Bangladesh (since 1971) ~· Nepal, 

and Bhutan are independent nations today because British-

Footnote 1 contd.. 

relatively inferior to units in daninant system_using a 
sliding scale of power in both; and {f) change in the 
determinant system have greater in the subordinate system 
than the revers. Michael Brecher, 'lhe New States of Asia: 
A Politis;al Analysis {London,· 1963) ,· p·.9S. 

Taking Brecher characterisation of south Asian sub
ordinate system one can argue at the outset,· it is quite 
discernible that certain infrastructural linkages based 
on ccmnon histox:y, race and religion,' language and culture 
give a unique character to South Asia as different from the 
neighbours, West Asia and South East Asia. Donal B. Smith, 
Sou.th asiffi Politics and Religion {New Jersy, 1966), p.3. 
Besides, ere is no doubt about the fact that the entire 
south Asian region represents an integrated gee-strategic 
unit. M.K. Chopra, "South Asia and its Geostrategic Environ
ment", USI Journal (New Delhi), vol.107 ,·. no:.448, July-Septembex: 
1977 1 ' p.l96. For a conceptual analysis, see,c Nikhil 
Olakravarty, 11 South Asia as a Concept", in liorld Focus, 
November-December 1983, W·l-4. · 
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Indi;J. never tried to absorb them. But recently Sikkim rrerged 

with India in 1976. '!he region constitutes roughly 3 per 

cent of world's land surface while the total population of 

the region constitutes nearly 22.1 per cent of total world 

population. The region also shares a common history, religious 

tradition and cultural values. Present condition of south 

Asia can be best apprised through a glanc~at ti1e current 

profiles of South Asian countries indi vudually as well as 

collectively (Tables 5-10). 

Bangladesh is a small country in the region, with an 

area of 144,020 sq.~n.; and 95.5 million strong population. 

It is bounded west, north and north-west OJ India; east 1::¥. 

India and Burma, south by Bay of Bengal. Hajoricy of the 

population are Huslims. Its per capita gross national product 

is about $120 (US) • 

Agriculture contributes about 47 per cent (1983) of the 

gross domestic product and empl~s about 74 per cent (1981) 

of the population; 64 per cent of total area is under cul tiva

tion; 80 per cent of which is under rice and 9 per cent under 

jute. Bangladesh accounts for about 1/2 of world production 

of rmv jute which is the main foreign exchange earner. 

Bhutan is situated:'in eastern Himalayas, bordered on 

the east, west and south by India. Its area is about 

47,000 sq.km. Its population is estimated at a little over 
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a million a~d its capital is Thimpu, Nagultrum is its 

currency-. Indian currency is also legal tender. '!he 

area under cultivation is around 5,500 sq.km •. '!he 

chief products are, rice, millet \>beat, barley;; maize, 

cardanom, potatos, orange,· apple etc. Although, it is 

a land-locked and hilly countcy, abol.Ulds in valuable 

forest. Tourism is the largest source of foreign exchange. 

India is the biggest col.Ultcy in the region and 

situated in the centre of the region. The area of the 

Indian Union is about 3,288 thousand sq.km·. with a 

population of over 7~3 inillion. '!hough _majority" .of 

the people are ·t~indus,! ·nearly 11 per cent of the · 

population are Muslims; 1 per cent Olristi.an. 1be ~rage per 

capita GNP is about us ~ 260 (19ffi) .About 70 per cent of 

the people are dependent on the land for their livelihood. 

Agriculture provides about 36 per oent (1983) of national 

incoma. Commodities account for about 20 per cent by value 

of Indian export) W'lereas agricultural commodities and 

fertilisers account for. about 25-30 per cent of total import. 

Tea accounts for 40 per cent of agricultural exports • 
/· 

Although, industcy and manufactures constitute only 26 per 

cent of total GOP, India has fairly large pool of scientific 

manpower. It is one of the seven countries in the world 

having nuclear technology. 
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Republic of Maldives is an island state situated 

about. 400 miles to the south-west of Sri Lanka, consist 

of sane 2,000 1~1-lying coral islands (only 220 are 

inhabited). Its area is 298 sq.km.- and its population 

according to 1978 census is around 143,046. Its capital 

is Male. 'l'he island is covered with coconuts/ palme and 

yield millet and fruits as well as coconut products. 'Ihe 

Maldivian econonv is based on fishing industey • Boni te 

(Maldive fish) is the main export conrnodi ty. 

1he Himalayan kingdom of Nepal is a land-locked state, 

bounded on the north by Tibet region of Olina and the east, 

west and south by India. Its total area is about 141,400 

sq.km. Its estimated population is about 15.7 million (Jqq.3) .. 

Most of them are Hindus. Its aWrage per ·capita Gl'l'P 

is about 160 US do~lar (198~) J. Its 1/3 is Wld.er forest. 

In the northern side,· on the slopes of the Himalaians 

grows large quantity of medicinal herbs. Agriculture 

products constitute around 59 per cent of the GNP. 

Pakistan is the second biggest coWlt.r:y in the region 

with an area of 804 thousand sq.km. Its population is about 

agi•7 million (1981 census) , most of them are Muslims. Its 

GNP distribution is fairly equal (27 per cent agriculture; 

27 per cent industcy; and 40 per cent services) • Its entire 

area in the north-west is covered by great mountain ranges, 
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but the east of the countxy is fertile plane watered 1::¥ 

big rivers and their tributaries • Nearly 57 per cent of 

the population is dependent on agriculture •. Its average per 
capita GNP is about us $390. (1983) • 

Sri Lanka, another· island state; lies on the southeast 

of India • s state of ~milnadu. Country • s total area is 

about 65,610 sq.km with a population of 15'•'4 million (lqg~. 

Its a~rage per capita- GNP is abogt 330 us dollars (198~)~. 

About l/3 of countty 's total area is under cultivation. 

Gems are among "the chief rna terials mined and exported. 

Nearly 54 per cent of population is dependent on agriculture 

while it constitute 27 per cent of total GNP; 59 per cent 

of its expo~rt. Major exports are rubber, tea,' coconut etc• 

'Ihus, economically, South Asia is one of the most 

povercy stricken areas among the 1hird World countries. 

With over 950 million population, its share in the 'wOrld's 

gross national production (GNP) is less than two per cent. 

While most of the countries are mainly having agriculture 

based econoll!{, its share of food grain production is around 

12 per cent of the total. Almost evecy country in 'the 

region imports foodgrain; the annual regional bill is around 

us $ 800 million. While the region,~ s share in the world 

export is about us $ 12 billion. 'lhe import bill is more 

than double (Tables 9-10) • If we take a close look at 

economies of these countries we can see a number of identical 
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problems. For instance, all the states face the same 

challenges of low-per-capita income~! pover~,\ mal

nutrition and population explosion,· illiteracy etc. On 

the other hand, they face the problem of under-employment, 

excessive dependency on agricUlture low productivit:f ~

unemployment,1 lo\ot industrial growth,~ unfavourable terms 

of ·trade, lack of infrastructure~· low level of consumption. 2 

In the World Bank table (1980) the countries of south Asia 

cone close together at the bottom in terms of GNP. 

Bangladesh a·t number 126; Nepal at 124; India at 114; 

Sri Lanka at 113; and Pakistan at 107. It is sufficient 

to show the general condition of pover~ of the South 

Asia. Yet it is hartening to note that any sort of 

regional cooperation in real meaning of the term is 

yet to come in the region. While the most alarming trend 

in recent years has been the growing burden of defence 

expenditures. In 1981, it touched 4.5 per cent of the total 

GNP of the region. 

2see for detail, J .s • Uppal, Ecooomic Developnm t 
in south Asia (New Delhi, 1977) ,, pp.4-43. Also see,• 
CSCD Report on Ecooomic Managerrent and Regional 
Cooperation,· 13-15 JUly 1983, ICWA, New Delhi'• S<>lre 
of the figures cited here are also from World Development 
Report1985, and fran facts sheets Basic Fact on south 
Asia,· Indian & Foreign Review, 20 (20}, 1-4 August 1983. 
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CONSTRAINTS FOR REGIONAL COOPERATION IN SOU'lH ASIA 

Colonial Legacies 

Politico-economic history of sou~~ Asia is a histo~ 

of colonial legacies. 'Ihe Indian subcontinent got its 

independence in 1947 after t~ro hundred years of British 

colonial exploitation. The sub-ccotinent also had 

experienced worst-ever commmal schism, communal riot, 

which subsequently led to the partition of the subcontinent 

and creation of two states -- India and Pakistan. Its 

impact was also sever for last three decades,.~ mich results 

in mutual distrust, suspicion and three major wars :between · 

India and Pakistan. Bangaldesh came into existance in 1971. 

While two other nations of the sUbcontinent, Nepal and 

Bhutan, got independence during the same period in 1947, 

the t'\'10 island states, Sri Lanka in 1948 and Maldives in 

1965 and became republic in 1968. 

Separate Development strategies in the Region 

Keeping in view the diverse nature of the Indian 

society,. the Indian leaders,' right from the beginning, 

adopted Parliamentaey Democracy, republican form of 

government, and nonalign~rent as a foreign policy choice, 

without being subjected to any great power:'s influence, 

secularism, and planned economic development with emphasis 

on the polisY of self-reliance. 
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While Pakistan on 'the other hand,' having energed 

out. of "two nation" theocy of Mohamed Ali Jinha,• went 

for strengthening its Islamic base ricjlt from the 

beginning. 'lherefore,· it could not develop arq viable 

democratic system. 'lhe political power passed into the 

hands of militacy elite,· backed by Muslim fundamentalist$, 

since October 1958, except a short period between 1~71 and 

1977 (during Bhuto•s regime). Political power has remained 

in hands of mili tacy elite • '!hough initially Pakistan had 

opted for a nonaligned independent foreign policy, gradually 

it turned towards west for its security and economic 

objectives. It became a member of SEATO in 1954. It has 

always proclaimed pan-Islamism in 'the international level, 

and haa developed strong identity with Muslim states of 

Middle East and sorre south East Asian countries. Its 

perpetual enemity with India, and search for parity with 

it,i l ~Pakistan to make friendship with those mo are 

enemies of India. Enenw • s enenw is friend remains the main 

plank of foreign policy of Pakistan. 'lhus, after Indo

China war, Pakistan developed close relations with China. 

India,· apart from Sri Lanka, is the only count.J::y which 

has successfully sustained a democratic system in south 

Asia • '!he constitution of the countcy pledges to the 

people of sri Lanka a Democratic Socialistic RepUblic. 
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But Buddhism remains as state religion. It follows an 

independent foreign policy and it is a member of the 

Nona.ligned Movement and of the Ccmnonweal th. . Despite the 

fact that it has a lot of difference on ethnic issue. and 
· ..... 

many international issues with its neighbours, particularly 

with India, it has maintained a friendly relations with all 

of them. However, the most important thing is that 

Sri Lanka is more interested to be a member of ASEAN and 
. 

becone the Singapore of South Asia upto 1981·. 

Bangladesh,- a late member of south Asian family also 

slipped into the hands of rnili tacy re_gime, and again 

become dependent on the foreign-economic assistance. In 

the hope of getting more economic assistance,\ it seeks to 

u:fhold pan-Islamism. Lately • it has also nourishing anti

Indian feeling due to some differences over the river 

water disputes and some other allied factors. 

Among the peri];herial states, Nepal and Bhutan have 

limited monarchies and Maldives has a Republican form of 

government. After a brief period of constitutional 

democracy from 1956~0, under B J?. Kairala,' Nepal again 

turned to a Panchayati democracy under elected priminister

ship of Sw:ya Bahadur 'lbapa, in 1983. Due to its dooestic 

conflicts,- Nepal had some irritants with India·. Even now 

Nepal ~s proposal of "Indian Oc ean as a zone of Peace•• remain 

as a major difference between India and Nepal. 
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One of the major consequences of this divergence 

in their approach to social, eccnomic and political issues, 

their perception of the major problem of security, strategic, 

economic and political problems got diversed in the course 

. of years. 

Following from the above, the south Asian coWltries 

have sharp differences in their perceptions and approaches 

on the details of major global and regional issues of peace, 

security, and stability. 'lbe pattern of these differences 

has remained sorrewhat cansistant over a long period of time 

except some occasional and minor shift in their stands • 

Accordingly, whereas India has tended to find greater 

convergence in its perceptions with the soviet position 

on many of the global !~sues other South Asian countries 

have reflected Western bias in their world views. 

Intra~egional Problems and 
Indo-centric nature of the Region 

One of the major characteristic features of the 

south Asian region is its Indo-centric nature. 1his means 

that India is central to tie whole region, with a huge 

territoxy (3,288 sq.km.) and population 733.2 million in 

comparison to others (see Table at the end) ·• '!his is not 

only so in terms of In~ia •s geograP'lic location and 

contiguous boundaries with neighbours, but with respect 
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to socio-cultural identities and the experiences of the 

historical and political evolution. '!he canmonalities in 

south Asia are mostly bilateral between India and eaCh of 

the neighbouring countries, separately and individually • 

~ere is a bit of India in evecy other coWltJ::y of south 

Asia·. ihere is hardly anything of significance \otlich is 

common between India's one neighbour and the other. The 

case of Islamic identity between Pakistan and Bangladesh 

ma,y be nentioned here, but even then the Pakistani and 

Bangladeshi Islam are from same Indo-Islamic stock.3 

A clear implication of this Indo-centric nature of 

south Asia is that the issues at the regional level are 

mainly bilateral and related to India only. And the mode of 

interaction at the regional level remain mainly bilaterl. 

At the bilateral level, Indo-Pak relation in the sub-

continent has been one of the most antagonistic one. '!he 

'b.-ro countries have undergone three major arrred conflicts. 

The alarming dimensions of nuclear arms race at regional 

level seems to have now been added to worsen the situation, 

even if,' of late,· sc:me steps ha-ve been taken from both the 

sides to ease the tension. 

3 . s .D. Muni, and Anu:radh Muni, Regional Cooperation in 
south Asia (New Delhi, 1984),1 p.56. 
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Comparatively minor, but persistent irritents are 

there · bet\veen India and other neighbours • QUesticns of 

boundal:y settlezrent bet'Ween India and Nepal#~ India and 

Bangladesh,· problems of settlezrent of refugees and 

stateless persons between India and Bangladesh and India 

and sri Lanka. Problem of trade and transit,~ river water 

distribution etc., may be, cited as examples'.-

'lherefore, it is often assertively argued that no 

meaningful cooperation in the region is possible unless 

these problems cu:e solved and natural securii?{ dilemas 

are contained,• if not resolved fully. 4 

4'Ibese argunents hold some elerrent of truth • '!bose who 
seek to counter the above argwoont often cite the example of 
the economic cooperation bet-ween west Germany and the USSR 
and the USA and the USSR. AccoJ:ding to this view,' even thou~ 
the ASEAN countries have broad hannony in their global outlook 
and mutual threat perception is low#: the eca1omic cooperation 
is vexy low. But they committed the blunder of adopting wrong . 
analogy in two ways. First,; they failed to distinguish between 
the condition of developed and developing countries, while in 
case of developed countries, cooperation can be treated as 
an independent variable~ In case of under-developed countries 
there is a clear case of inter-dependence bet~ security.! 
stability and cooperation. '!be econonr~ of developing 
countries is not diversified as it is in the case of 
developed countries. Any wrong judgement in single sector 
may be proved to be counter-productive to whole of the system. 
'lherefore, there is a reason to apprehend that threat to 
securi t?l (perceptual/real) effect the process of economic 
cooperation. second, they overlook the other constrains 
\lhidl developing countries face in a hostile ecc:nomic 
environment. 
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It is one of the most important factor to be considered 

for 'lhird world regional cooperation. ~is can work either 

way in case of 2bird l~orld cotmtries. Where only one great 

pob'er involves;· it may help in praooting regional 

cooperation. But mere two or more great )?0\ilers are 

involved, and compete with each other,' it works against the 

regional cooperation. In case of south Asia the later one 

is true. However, in both the cases,~ the main aim of the 

great powers is to exploit the situation in favour of their 

strategic and economic interests. 5 'Nhile the volatile 

5see, for instance, Technical Assistance,· fiDal report 
of Committee on Foreign Relation (Washington) 12 March 
1957·~! \tbich says: 

Technical Assistance is not sorrething to be done as 
a government enterprise for its own sake or for the 
sake of others. 'lhe us government is not a charitable 
institution, nor is it an appropriate outlet for 
the charitable spirit of Arrerican people ••• 
Technical Assistance is only one of the nlllrOOr of 
instruments aVailable to the us to carey out its 
foreign policy and to promote international interest 
abroad... these tools of foreign policy include 
economic aid, mil! tary assistance, securi 1:¥ treaties 
overseas information programme. Participation in the 
UN and other international organizations ••• etc. 

Cited in Tariq Ali, "Can Pakisf;n survive?'' 
'!be Death of a Nation (London, 1982~ p.51. 
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situation of south Asia, especially the Indo-Pakistan 

conflict over Kashmir issue, provided good opportunit¥ 

for USA, and the USSR, to stretdl their strategic 

interest into South Asia, a.nd later, aid and other 

economic and technical assistance have also started flowing 

into the region from different sources, with their economic 

Jhilosophies and moorings • 'lbe role of IMF and the donar • s 

club (Aid Consortium) is ve.cy important in this respect. 

Generous flow from the World Bank and the western ecooomic 

sources to countries like Pakistan, Bangladesh (since 1975) 

and lately to Sri Lanka led to grmrth of "dependent 

capi talism0 and authoritarian politics in this region. 6 

~ile on the other hand after Indo-Soviet treaty of 1971, 

India became close to the Soviet Union. 

One of the major impact of such developrrent is that, 

political and economic interest groups of these countries 

have developed such entrenched vested interests that 

thrive on linkages with greater power and other extra-

6For elaboration of this idea, see, for example, 
Gustav F. Papanek, Pakistan's Developnent: Social 
Goals and Private Incentives, (Harvard University 
Press# 1966) • 'lhe Crisis of External Dependence: 
The Political Econo~ of foreign aid to Bangladesh 
(university Press Ltd., Dhaka, 1982) ·• 
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regional sources. 1hese interests resist any move including 

regional cooperation that would tend to undeonine and weaken 

their position. Trade is one of the major areas mere such 

conflict of interest is clearly evident. 'lhe statistics 

speak for itself. While the total regional export is 28 

billion dollars in 1978-79,: out of it 1 billion constitute 

regional export. Intra-regional imports out of the total 

imports of 37.5 billion dollars {US) are even less in 

proportion. Whereas Pakistan deliberately kept the Indian 

goods out of its markets. Bangladesh and India both compete 

with each other in jute and tea exports. 

Transnational Corporations {TNCs) 

Another major factor creating difficulties in the 

wqy of regional economic cooperation is the multinational 

corporations. Often south Asian countries do sign collabora

tion agreements with the same companies in Europe and 

Arrerica in the similar field of manu£actures. And most of 

these agreements contain clauses Which prohibit cooperations 

bet\'1een the recipient of the same technology • Most of the 

multi-nationals have definite poliqr of discouraging, such 

economic cooperations to maintain their hold on each 

count.J:y individually • 
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Notwithstanding the present lopsided nature of 

exist~g trade pattern among south Asian countries, some 

analysts feel that once the process of cooperation starts, 

then automatically, sense of shared interests and complimen

tarity will follow thereafter. 'lhe example of EEC has 

proved this fact, \Jlich has both complementari cy- as well 

as canpetitiveness among themselves. But one of the major 

factor is the development of sense of shared interest among 

the people and among the countries forming the organization. 

It is in this sphere that south Asia is lagging behind. 

Lack of Intra-structural Facilities 

It is sheer a colonial legaqy that the south Asian 

countries do not have well developed comnunication linkages 

within the region. Nor it has transport facilities. 

Transport within the region is costlier than transportation 

of goods to a ny western countries. Even it does not have 

sufficient banking facilities and financial institutions for 

easy exchange of shares. 'lhus the overall hegemony of 

North dominated global econoxw, particularly in the field 

of currency banking, comnunication, information caltrol, 

technological kn~ow which impedes South Asian regional 

cooperation through all these years. '!hough south Asia is 

ethnically and culturally homogeneous, the countries within 
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it remained as stranger to each other due to lack of 

information and communication.7 

south Asian Fower Configuration 

A major obstacle, in the wqy of south Asian regional 

cooperation, is the south Asian power configuration -

India on the one hand the rest oo the other. India stands 

as a giant power in the middle • so without India there can 

be no regional cooperation. 

However, W'lile being a regional power of consequence, 

India is still politically militarily and economically not 

sufficiently powerful in south Asia. India may be a regional 

power but not a world power industrially or otherwise. This 

duality of India •s power status in south Asia has given rise to 

two types of mutually incompatible fears and apprehensions. 

India because of its limitations and past experiences, 

suspicious of any regional cooperation move inside the region. 

It apprehends that the neighbours mi.ght have evolved united 

strategy which may affect its vital interests. tbile the 

others perceive individually and collectively that India 

might attempt to dominant the region. 8 

7 I .N. Mukherjee, 11 SARC, Economic Constraints and 
Fotentiali ties ••, JNU seminar background paper on SARC, 
New Delhi, 1985. 

8Muni and Muni, n.31' p.57 • 
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Although fears and apprehensions of smaller states, 

vis-a-:-vis, India are natural and unavoidable these have 

often been exaggerated and deliberately played up to 

serve narrow objectives of political and economic ~ the 

vested interest groups. 

In fact, the threat perception of a cotmtcy in relation 

to others is the product of partly perceptions of the regimes 

and elite groups. 'lberefore, it has been argued that it is 

due to lack of personal rapport among the individual 'l'Vlers. 

But here again relations between regime is also a factor of 

limited significance because right from the beginning, there 

was no lack of personal rapport between rulers mainly during 

Indira Gandhi period and Nehru periOd also. Nehru had good 

contact with B .P. Kairala of Nepal; S .w .R .D.· Bandaranaike 

of sri Lanka. Indira Gandhi had also contact with Sheikh 

Muzibur Rahman of Bangladesh, z .A. Bhutto of Pakistan. · 

1hus the lack of regional cooperation in south Asia is 

due to various factors ranging fran animosity and suspicion 

between the nations of south Asia to the most general 

disabilities of Third world countries like lack of 

connrunication, transportation, banking facilities etc. 

Moreover, there is an overall dominance of North over south 

which restricts the scope for greater regional interaction. 
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Above all, the systemic. and strategic divergence among 

them and relative po~r dispa.ri cy between them has a lot 

to explain the lack of regional cooperation. However-, it 

does not mean that south Asian countries do not have 

potentials and opportunities to cooperate among themselves 

for economic developnent. ~ey have a lot of scope for 

cooperation among themselves, W"lich we will discuss in 

the following pages. 

Scope for Regional Cooperation 

Given the present economic condition of south .Asian 

states the rationale for regional cooperation can hardly 

be overstressed. 

south Asian economies are facing a developmental 

crisis of unprecedented rnagni tude arising both from the 

global environroont and the domestic setting. 'lhe crisis 

is unprecedented despite a variety of economic achievement, 

because 1 t is not the regime alone which is at stake but 

entire South Asian system.9 

Secondly, in relation to global econoltf{ all the south 

9Girijesh Pant, "Gains from Regional Economic 
Cooperation",· Mainstream., 30 November 1985 1

1 pp.48-50. 
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Asian countries are placed at a critical juncture. 'lbe 

three indica tors narrely balance of payments and trade 

account; debt liabilities; and prospect of foreign capital 

mainly concession finance, i.e.,' aid are sufficient to 

suggest the vulnerability, not dependency alone, of the 

region to global economic fluctuations (see Tables 11-12) • 

Thirdly, exports enable an econonv to add to its 

purd1asing power, to finance its development needs • But 

south Asian exports are increasingly loosing the capabili~ 

to treet import obligations. In the case of countries like 

Pakistan, Bangladesh and sri Lanka, export accounts for only 

50-60 per cent of imports, \rbich rreans half of the re quiremant 

of these countries has to be obtained fran other sources • 

In case of Nepal, exports provide for only_ 20 per cent of 

its import needs. '!bough .the situation in case of India 

is relatively better, for India •s exports cater for about 

70 per cent of import bill. However,~ the situation is 

fast changing due to import liberalization in the new 

economic policy • A similar trend can be seen in Sri 

Lanka too. 

Fourthly, future prospects are no better, for the 

world trade regirre is not likely to be buoyant enough 

to give a boost in export of the leading products of 

south Asian countries. In fact as pointed out k!i the 
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World Bank itself, ec~nomic recovery has not been helpful 

to primacy goods exporters. •111e high real exchange value 

of the dollar has contributed to depressing the primary 

commodity prices ib terms of purchasing power over goods 

imported for USA and industrial countries."lO And primacy 

commodities constitute major export items of the south 

Asian countries. In case of Nepal these amount to 72 per 

cent: Bangladesh 36 per cent; Sri Lanka 59· per cent; 

Pakistan 34 per cent; and India 33 per cent. 

Lastly, the problem is likely to be compounded further 

1:¥ the emerging trend in technolo<;N development which is 

likely to upset to "comparative advantage of developing 

cotmtries by taking away significance of cheap labour" i' 

based on production sites and production cycles .11 

The obvious inference from these factors is that a 

regional approach will be relevant. Not as an alternative 

to global and donestic solutions but in providing scope to 

minimise the impact of adverse global trend and neet 

domestic needs • 

At the domestic level, perhaps the most serious 

issue which south Asian economies are facing. is the 

10 Ibid., p.48. 

11Ibid. 
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emaustion of their development modell whether based on 

the strength of private sector or a blending of private 

and public sector. Some of these economies have even 

tried their luck 1::¥ alternating their strategies. 'lhe 

iron¥ with South Asian economies is that their private sector 

is not able to face the challenges of d.evelopnent on its own. 

It needs state support as well as foreign collaboration. 

It has not been able to provide a cohesive market for the 

domestic economies nor it can withstand external competitions. 

At the same time the global environment is no more conducive. 

On the other hand security challenges have increased, 

from withL""l the system. It is difficult to find a rationale 

for tile mounting militaey expenditure which is fast growing 

(see Table) • On the contracy perceptions seem to be gaining 

ground that outbreak of hostilities might erode legitimacy 

of governments in South Asia and therefore the governments 

in the region are displaying a greater desire for peace 

and settlement. 

Moreover,· with the increasing cost of weapons it is 

very difficult for rulj.ng governments to sustain an arms 

race in the regiOn despite the fact that the countcy 

like Pakistan and India are getting arms fran USA and 

USSR respect! vely • aut for evecy deal there is a 

financial cost as well as political cost in relation to 

the supplier,- \lhether it is USA or USSR • 
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'lbus a regional framework as an instrument to ease 

tension and thereb:z' reduce arms purchase and sha-ve 

resources, will be a positive developmental influence. 

However, it will be misleading to accept that a 

regional grouping will necessarily and automatically 

contribute to developnent and regional self-reliance. 

For, it is,on the other hand9 correspond to various factors 

including interests, ideologies,' policy coordinations, 

and complernentari ties of economies etc. 

Opportunities 

Otherwise, .. there are tremendous potentialities for 

regional cooperation whidl exist in both economic and 

socio-cUltural fields, inspite of wide-ranging debate 

among scholars about the viabiliq and scope.12 As sane 

analysts have marked the economies of the states of South 

Asia were by and large cornplementacy in the colonial period. 

'lhough they have lost it in course of time to some extent, 

it can be developed again. It has been marked above a 

nwnber of identical problems that the co'Wltries of South 

Asian region are facing. In the area of developnent 

plans of these states we can notice a number of similarities. 

12see,1 for example, G .N. seetaram, "Limits to South 
Asian Cooperation°1 , Mainstream, 14 April 1984. 
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~ese have been ably summed up in the Indian Planning 

Commission in the Second Five Year Plan in the following 

words: 

'Ihe developnent plans are intended . to 
accelerate the institutional changes 
needed to make the econonw more dynamic 
and more progressive in term no less of 
social than economic ends • Development 
is a continuous process, it touches all 
aspects of community life and has to be 
viewed canprehensively. Ecooomic planning 
thus extends itself into extra-economic 
spheres, educational, social and cultural·. (13) 

The major problem before the planners in ti1ese 

countries is how to tackle the desperate economic plight 

of their teeming millions. Although three decades of 

planning has resulted in s:>me increase in national 

incane, the creation of infrastructure and the development 

of human capitals,. Its desired goal could not be achieved 

due to smallness of domestic econo~,' and unhelpful 

international economic system. All these eccnomic 

constraints provided significant ground for the countries 

of south Asia to joi.n _hands in pushing the ideas of 

regional cooperation. 

13Government of India,· Planning Commission,' 'lhe 
seccnd Five Year Plan, 1955-60 (New Delhi,· 1956), p.3. 
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'!be geographic and economic predicament of individual 

coun~. in south Asia taken separately also provide good 

reason for regional cooperation. Except some conmon 

problems, their economies have carmen features. e.g., 

all these countries have agricultural based economies, newly 

growing industries. all of them have same climate etc. 

'lberefore, their agricultural products are mo~ or less 

sane. Again, they are mainly exporters of primacy goods, 

agricultural products. Therefore, any competition among 

themselves is equally harmful to all. 'Ihey are also equally 

dependent on the Western countries for technology, aid 

and trade. All these countries also face debt problem. 

The export performances of these nations, Whether of 

primacy goods or manufacture products, has been disappointing. 

Moreover, policies of 11 import substitution .. on the basis of 

narrow national markets have also proved unsatisfactory.14 

The best option open is to cooperate each other in order 

to avoid in-fighting and harmful competition. 

Even the striking ~ifference in economies of the 

countries of the south Asia compells them to cooperate 

with each other if they really desire to achieve economic 

development. Among the seven countries of south Asia, 

14Abybur Rahman, ~yan Economic Integration in 
South Asia: An Exploration stugy (Dhaka, 1979), p.35. 
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Nepal and Bhutan are two land-locked states and least 

developed countries. Their terrain is mostly hills and 

valleys. and therefore, even development of substantial 

voluma of agriculture does not appear to be easy. A small 

domestic market makes the development of indus~ difficult. 

Building up an export oriented industry is not easy without 

infrastructure and skill of high order. It is again also 

dependent on India for transit route and also for market. 

'lherefore. Nepal and Bhutan • s dependence for external 

resources is very large • 

But in terms of hydro-el.ectrical potentials, Nepal is 

next only to the Burma in the world. If Nepalese river 

basins are developed and potentials are harnessedi it is 

possible to create a vast infra-structure for industrial 

development. Acsrefully planned irrigation progranme may 

accelerate agricultural developnent in the whole of the 

north-eastern belt of the subcontinent. It has also large 

depos.its of Himalayan resources. 

Bangladesh is asmall. resource ccnstrained econorcv • 

'lhe heavy population pressure and the use of large area 

for growing jute make it necessax:y to import even food. 

Raw jute and jute products are its principal exports. 

Its neighbour India is also an exporter of jute,. ~o 

together export 90 per cent of t!1e total. 'lherefore, 
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it is essential for them to make jute cartel,l for a better 

price~• Of course, it. may not be effective like petroleum 

or Ba~te,· but it will definitely yield some results. 

Market of jute is both volatile and stagnant;• face competi

tion from synthetics like polypropilene • Therefore, the 

task of development appears formidable. Industrialization 

has to be achieved within the ccnstraints of small econ~. 

'lberefore, its dependence on aid, food import and inflow of 

capital is also heavy. aut it has a tremendous potentiality 

to provide market for other countries • 

Sri Lanka and Maldives are t\110 island economies 

dominated by export sectors. sri Lanka is a major exporter 

of tea,; rubber and coconut. But import of machinaries, 

and other manufactured goods, 1 Wl.ich is more than exports# 

due to its large dependence on the external sector and the 

small size of the internal market have created several 

problems. aut bot.h the island states have large potential 

of sea-bed resources which can be harnessed to achieve 

economic development. 

on the other. hand1 India and Pakistan are slightly 

better positioned;· in canparison with others~~ 'lhese two 

coun'b:'ies taken together have substantial potential in 

terms of markets,'! industries and skilled manpower·~ 'lt}.ey 

have also fairly developed agricultural sectors • 'lbeir 

dependence on prima.xy export product is also much less·. 
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Hawe-wer,; both India and Pakistan are exporters of cotton, / 

textiles,' leather. Tea and coffee are also major exports 

of India. But one of the major problem bet~~en these two 

countries is age old rivalxY and cut-throat competition 

in both the fields - political and economic~- No doubt,· 

cooperation between these not only help them to build a 

solid front1: vis-a-vis north, but also help to build a 

congenial atmos];here,- that would stop a:r::ms race between 

these two anc;l give them opportuni t¥ tO direct huge 

resources for developnent programne·;. 

Inspi te of their advantage;" there are a lot of regions 

inside India and Pakistan which are a till under-developed. 

'!here is also Indo-Gangetic river system which can be. 

dewloped for the purpose of transport,1 ccmnunication and 

irrigation purposes. 

According to one study the probable effects of 

cooperative efforts in south Asia on intra-regional trade 

and industrialization have been foWld salutaey both in 
. 15 

static and dynamic framework. 'lhis · study indicates 

that .. all countries of the region,' big or small,; would 

reap the advantage of A market enlargement"'~· 'Ihe market 

enlargement will 11permit the efficient establishrrent of 
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new capacity in .. manufacturing industries" and will ensure 

"considerable eccnomies of scale" • 7here nll also be 

the efficiency, inducing,· effects of the competition 

generated by the wider regional market." 'lhis enlargement 

of market has significant implications for the supply side 

, as ~ll, since it may "directly or indirectly improve the 

region's resource supply positian11 through coordination, 

of industrial activities and prevention of the waste o£ 

scarce materials investible resources·•16 

'Ibus broad areas of cooperation can be identified in 

fields like trade; agriculture; infrastructure; enerw • 

It also covers political, social and cultural fields ;. 

Trade is a fertile ground for cooperation wnidh can 

g1 ve boost to so IDa.n:Y other things like market pranotion,· 

industcy, joirit ventures#' commod.iey stabilisation prograllllles 

etc. (for comprehensive idea on intra-regional trade, see 

Annexure li) ·• Trade among south Asian countries over the 

last decade has not shown much bucy-anqr. one .major hitch 

in expanding the flow-·of intra-regional trade seens to be 

lopsided nature of the existing South Asian trade. All 

the South Asian countries suffer an adverse balance of 

payments with India (see Table) • 'lhe only exception is 

16 Ibid., pp.177-79. 
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Pakistan because of its protectionist poliqr against India. 

An an~-wer to this problem lies in undertaking •Joint 

Ventures 11 in neighbouring cotmtries which possess abundance 

of raw materials and bqring back the surplus. It not only 

facilitates transfer of technology, but also opens up the 

opportunity of employment and more regulation of market. 

For instance, joint ventures can be started in Nepal and 

Bhutan for cement; in Bangladesh for paper· and natural gas; 

and Sri Lanka for rubber goods • 'lbus it will not only improve 

the balance of payment situation of these small cotmtries 

but also improve trade and industrialization in these 

countries. India has already ·attained a level of 

technological development and magerial expertise mich 

can be shared~ other south Asian countries profitably. 

In tuxn, India can get these products in soft term, 

otherwise, which it would have imported from outside 

with high cost (Annexure Ilt gives a clear picture of possible 

areas of joint venture) • 

'lbe other area wh~re south Asia can cooperate is in 

the field of hamessing its resources of hydro-electrical 

~rs. It can give these countries a major s~port in the 

field of energy. one study has estimated the potential and 

the rivers of Nepal only is considered to be of the t~e of 

8300 MW,. whidl is approximately equal to combined capacity 

of Canada, the us and Maxico. 
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A regional perspective on the sharing of river waters 

may also take into account the question of hamessing the 

irrigation potential of these rivers·. Irrigation along 

with the new agricultural technic;'Ues and methods, 

particularly in the fields of food grain production 

co:t1sti tute vi tal areas for present and future needs • 

Exploitation of seabed resources of India,· Sri Lanka,· 

Bangladesh, Pakistan and Maldives is another area '\tbere 

wider cooperation in the region is possible and desirable. 

Natural gas might offer yet another area for 

cooperation between India and Bangladesh • Natural ga.s is 

the most important energy source mich Bangladesh possesses. 

It is estimated that present reserve is about ten trillion 

cubic feet. 

'Ihe scope of regional cooperation in the field of 

socio-cultural activities is no less promising. Keeping 

in view the great tradition of the subcontinent, it is true, 

that "tourism" ean be :built up as a profitable industcy 

among south Asian countries. Even the specific subjects 

like films,' cultural exchange,: regional games,; and sports,· 

cooperatibn in fine arts,- literature, handicrafts also 

formed vecy fertile ground for cooperation. It not only 

can support trade,. but also increase the people to people 
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cooperation and help in reducing age old misgivings 

with~ the region. 

'lhe scope for regional interaction in the field of 

education and scientific research is indeed vexy vast~ 

B¥ arranging regional seminars,- ~mposia, and collective 

research progranmes not only facilitate exchange of 

knowledge about regions but also can form the solid 

ground for further regional cooperation in other fields • 

'lbu.s, to sum up we have observed despite a lot of 

obstacles and constraints, south Asia does have good 

opportunities in the field of economic and social and 

cultural fields for a· · fruitful regional cooperation. 

In fact the Corrmittee on Studies on Cooperation for 

Developnent- in soutll Asia (~SCD) has covered as maey as 

eight broad areas, namely 1 development strategies; 

organization of regional cooperation; trade and finances; 

development of natural resources and environment; intra

structural developnent; food,· agricultural and rural 
I ,.:.00. 

development; human resources development and social 

services and rural industry • Naturally, some studies 

explore the groWld more fully than the others. ?here 

are important areas which have· been barely touched so 
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far in csco.•s work for instance, education, tourism and 

"impr9vement in and cornparabilit?f of statistics •" 

significant beginnings have been made in this respect, 

which we will take up in the next chapter. However, 

quite naturally growth of regional cooperation in south 

Asia will continue to depend in a crucial degree on the 

sense of confidence that each countxy feels in respect of 

its national unity and national security. crbe non-economic 

factors of the regional cooperation lXJZlstitute an important 

part of the reality of regional cooperation·. 



Chapter III 

LAUNCHING OF SARC 1 AN ASSESSMENT 
OF '!HE PROGRESS 

In this chapter an attempt is made to throw a glance 

on past moves and initiatives conoeming south Asian 

Regional Cooperation (SARC) • It would help us in apprecia

ting the move of Bangladesh and progress that has been 

made thereafter. 

Ea;lier initiative concerning 
south Asia and Developments 

"Asian Regionalism",' in its earliest for,~,; can be 

traced back to the early 19 4os, from the Japanese slogan 

"Asia for Asians"·. 'lhe motivation behind this,, however;· 

was imperialistic. It became clear before,! and during 

the second world War, from Japanese policy towards China, 

Indonesia, Indo-china and Burma. 

H<>Ylever, "the leaders of pre-independent India were 

particularly enthusiastic about mobilising support from 

other Asian countries for their independence movement as 

-well as building a 1110VSment for Asian resurgence •1 

66 
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'Iherefore,1 they -were signat~ries to the Menifesto of the 

Asiatic Delegations at Paris (Beirville) congress for 

Peace held in August 1926,: in which it was said: "Let 

China, India and the rest of the Asia be freer• 'lhen you 

would build up a fall\ily of free people willing to live 

together in cooperation and more than that,. you would have 

eliminated the most potent causes of war •" 2 

The idea of a wider Asian Federation of regional 

grouping in some form or other was expressed in the Indian 

National Congress from time to time and a resolution to 

this effect was adopted as early as in 1935·~ 3 However, in 

more specific manner Nehru stated in 1945: "I stand for a 

south Asian federation of India, Iran,' Iraq; A£~anistan 
,, 

and Burma .•• 4 In September 1945, the All India Congress 

Comnittee in a resolution on Asian cooperation said: "A 

free India,will inevitably seek the close and friendly 

association with her neighbouring countries and would 

especially seek to develop common policies with China, Burma.i 

Malaysia, Indonesia and Ceylone as well as the countries 

2s .D. Muni, and Anuradha.Mrmi,- Regional Cooperation 
in· south Asia (New Delhi, 1984) , p~10 • 

3aimal Prasad, Origin of India •s Fore ism -Poli<:f 
(Calcutta,- 1980) 1 Pl' G3 -1-t: 

4As quoted in J .s. Bright (ed.) l Before and After 
Independence (Collection of Nehru's Speeches,' 1922-50), 
(New Delhi,': 1950),. · · 
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· of the Middle-East. 5 

'lhe above statements show the attitudes of the leaders 

of independence movement in the subcontinent towards 

regional cooperation, though hardly we can see ~thing 

concrete in terms of regional cooperation for development 

except a sense of Asian brotherhood, among colonized Asian 

nations who were struggling against their colonial masters. 

Even then very small cotmtries like Nepal, Bhutan and 

Maldives did not figure in their thinking because; as they 

were not considered to be viable and effective on their own. 

'!hough most of the leaders shared this view#1 nevertheless 

difference of opinion and preferences were evident among 

themselves. Muslim leaders had shown a particular 

preference :fbr India forging closer links with the Muslim 
• L 

com1tries of the West Asia while the Muslim League picked 

in the idea and pursued it subsequently. 'lberefore. it 

dissociated itself from Asian relations conference called 

by Nehru .in Ne"tt Delhi in March 1947. Because this was 

considered as a "thinly· disguised attempt on the part of 

Hindu Congress to boost itself politically as the prospective 

5 
Prasad, ",3 1 p~ bt 
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leader of Asiatic peoples 116 • And Pakistan,· after its 

coming into being orgw."1ized political and economic 

conferences of the Muslim countries and attempted to 

build up a Fan-Islamic Movement. 6 

After getting independence/ several attempts have 

been made to attain regionalism among south and south-East· 

Asian cotmtries. Of these conferences, the Asian Relations 

Conference held in New Delhi in Mard:l 1947 7 Conference 

on Indonesia,· Januaxy 1949, New Delhi8 Baguio Conference 

held in a· aguio (Philippines) in Januar.y 19509 , Colombo 

6an Pakistan's attitude towards regional integration 
1n Asia, see, Sisir Gupta,· India and ·Regional Intemtion 
in Asia (Bombqy, 1964), Appendix, pp.121-28, see also 
Prasad, n.3, pp.69-72e 

7The participants are Afghanistan,· Bhutan,• Burma, 
Sri Lanka, China, India, Indonesia·,· Ma.layai1 Nepal, Mongolia, 
Siam,· Tibet, Turkey, Vietnam, Egypt,· PalestJ..nians and soviet 
Central Republics, discussed about freedom movement in Asia, 
racial problems, inter-racial migration cultural affairs, 
agriculture and indust.J.y • 

8Farticipants are Afghanistan, Australia,l. Bhutan, 
Burma,~ Sri Lanka, Nepal, Egypt, Ethiopia, India,· Iraq, 
Iran, the Philippines, Saudi Arabia; Syria, Yemen,· 
Pakistan, China, Nepal, and Thailand. 

9Participants are Australia~ Sri Lanka,' United Kingdom, 
Canada, 'lhailand and Indonesia, discussed about economic 
and cultural cooperation in Asia, collective securi~ in 
Asia. 
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Powers conference held in Colombo in April 1954·.10 

Afro~~ian conference held in Bandung in April 1955, 11 

and Simla conference held in May 195512 were significant. 

It was;:· however# only the colombo Powers conference which 

had majorit¥ participation of South Asian countries. 

This early phase cane to an end in 1955 with particular 

reference to South Asia,· though similar attempts continued 

else\ihere in Asia during the 1960s. 

However# one thing veey _ clear about the.se attempts 

of regionalism in Asia is that there was a lack of clarity 

and precision about the region that was to be evolved into 

a viable grouping for common purposes, as is evident from 

10Part~c1pants are Sri Lanka, Burma#' India, Indonesia, 
and Pakistan, discussed about Indo-china and other Asian 
crisis, Hydrogen Bomb,.· Economic Cooperation. 

11Participants are Afghanistan, Burma,' Combodia 
(Kampuchea) , Central African Federation, Sri Lanka, 

China,· Egypt, Ethiopia:, GC?ld Coast#' India, _Indonesia, 
Iran, Iraq, Japan, Jordan, Laos, Lebanon, Siberia,· 
LiJ::¥a;· Nepal, Pakistan, the Philippines, Saudi Arabia,' 
Syria,· 'lbailand, Sudan, TurkE!'J, Vietnam, North and 
south Yeman, discussed about economic and cUltural 
cooperation inter alia with other things. 

12Participants are India, Canbodia (Kampuchea) , 
Indonesia,' Laos, Japan,; Nepal, Pakistan, the Philippines, 
'lbailand, Vietnam (south) , Malaya and Singapore. '!hey 
discussed about utilization of us special allocation of 
us $200 million. 
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the geographical diversity and variations of the 

participating conntries at these conferences·. It is 

also clearly marked frQn Nehru•s statement after the 

conference on Indonesia in Indian Parliament on 

a March 1949 s 

We have not yet decided what the region of 
cooperation might be, because," as I said a 
little While ago, India is interested in 
several regions of Asia. \'bether all should 
be grouped together or separately,· we do not 
know. That is for us to consider together and 
to decide Whidh is more feasible. 

Nevertheless, the idea of permanent organizational 

structure was mooted by Sri Lanka} s s .W.R .D. Bandaranaike 

and the then Indian Prime Minister# Nehru. Even draft 

constitution for such an organization was prepared by 

Bandaranaike and Krishna Menon. It was consid.erably 

watered down and the Asian Relations Organization 

"continued a precarious existence as a non-official 

organization Wltil 1957, when it was quietly dissolved.13 

secondly, it seemed that the leaders of Asian cowttries 

were bit enthusiastic about regionalism. Either they might 
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have been influenced by the Western experience14 or they 

were v:ery much keen to project themselves as the leader of 

Asian land. J:t is a fact that the second Asian Relations 

Conference in Nanking (China) in 1949;~ could not be held 

due to aiploma.tic rivalxy between China and India. 'Ihe 

elements of this ri valey were clearly evident also at 

the Asian Relations Conference in New Delhi (1947) and 

Bandung Conference (1955) ~ 15 

Thirdly, \rbile it was widely believed that these 

conferences were directly or indirectly related to 

politico-strategic preoccupations of the great powers. 

14Jawaharlal Nehru in one of his speeches observed 
"The Americans have already recognized a certain community 

· of interests and have created Machinery for the protection 
and .promotion of common interests. A similar movement 
is in progress in Europe. J:s it not unnatural that the 
free coW1tries ·of Asia should begin to think sate more 
permanent arrangement than this conference for effective 
mutual consultation and concerted effort in pursuit of 
common aims -- not in the spirit of selfishness or 
hostility to any other nations or group of nations but 
in order to strengthen and bring near fulfilment of :the 
Charter of the United Nations, see,· India,· Jawaharlal 
Nehru•s speeches, 1946-49 (New Delhi, 1949), p.329. 

15see for details, Sisir Gupta, India and·Regiona1 
Intesration in Asia (Bombay, 1964), also see;·· Werner Levi, 
Free India in Asia, Mznneapolis, University of Minesota, 
1952. 
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'!he Great Powers were vecy .active in some cases fran 

behinQ. the scene (Baguio, and Colombo conferences); 

their associations with the Colombo Plan and the Simla 

conferences were direct and o:pen •16 Thus the cold war 

was on i 1s way into Asia • 

Lastly, though the Economic aspects of cooperation 

figured in these conferences, those were only casual and 

without much success. None of these proposals were 

seriously and sincerely pursued after the conference was 

over. It was rather a sto.cy of infighting among the Asian 

countries than of any fruitful cooperation • In fact the 

majority of Asian nations did not like the leadership 

of either India or China; they were very much suspicious 

about their intentions • 

As noted above, the first series of regionalism 

initiatives involving the south Asian nations almost came 

to an end in 19 55, with the introduction of the cold war in 

Asia. south Asian countries at large ke~t away from any 

direct participation iO any militar.y alliance sponsored by 

the great powers. '!he only exception was Pakistan who was 

16 . 
For example, in th1s aspect JOhn Kotelawale has 

given a beautiful description, see John Kotelawa.la, 
An Asian Priminister sto:cy (London#' 1956), p.l24. 
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a rcember of both SEATO (1954) and CENTO (1955) ~ Pakistan 

had also experienced a regional arrangement called RCD 

(1966) with Iran, Iraq .- Though Pakistan tried to 

explain its membership as an attempt to reduce dependence 

on the west, the other members of RCD, did not quite share 

· this view. It is also a fact that all these roombers were 

participants in the US led militacy pacts sUCh as CENTO, 

and SEATO • However, Iran was vecy much keen to extend the 

RCD to include India and Afghanistan. But Pakistan was 

not enthusiastic to involve India and Afghanistan, two of 

its traditional hostile neighbours. India too considered 

it undesirable to join in a grouping like RCD ~ich in 

politico-strategic terms was a stooge of the USA.17 

Another important developnent ccime through the 

United Nations and its specialized agencies 1::¥ the end 

of the 60s, with the growth of wide consciousness among 

the Third world countries#' as we have discussed in the 

previous chapter. In the early 60s ECAFE (now ESCAP) took 

sone significant initia_tives ~n giving substance to the 

idea of regional economic cooperations. These included 

the creation of a series of Asian institutions ·Asian 

17see The Times of India, 5 and 14 Janua~ 1969, 
·~e Saha of Iran Made this proposal on his 12 day long 
visit to India on 4 Janua.cy 1969. 
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Development Bank (ADB) i Asian Cleasing Union,1 and 

insti ~utions devoted to study and training in different 

areas of development; development of a number of projects 

(Asian Highway, ~kong, and others) and explorations of 

expert and poliqy levels of problems of trade liberaliza

tion, plan harmonization, industrialization,' monetaey 

cooperation, and planning techniques. These contributions 

provided a useful setting as well as a major guideline for 

the development of cooperation in south Asia. 

1hough the idea of regional cooperation did not pick 

up imnediate momentum in south Asia, generally improved 

politieal atmosp)ere in the subcontinent in the 70s, proved 

conducive for the same. Of particular interest to us here 

is that with these global compulsions and allied develop

ments,: there l'Jere important changes in South Asia that helped 

in creating favourable atmos};'heJ:e for regional cooperation 

initiatives. I?olitically,· the south Asian statesystem was 

radically altered with the emergence of Bangladesh in 1971 

and the Simla Agreenen~ (July 1972) , between India and 

Pakistan following the war between the two. :It was during 

this time that good regime rapport was established between 

New Delhi and Islamabad; New Delhi and Dhaka; and New 

Delhi and Colombo. 'lhe long standing issue of the owner

ship of Kachchativu- bet"tJeen India and Sri Lanka was 
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resolved (1974) • During th~s period Afghanistan also 

seemed to be responsive to a greater regional cooperation 

actions with south Asia. It took the initiative to hold a 

regional conference 1n transport. It was during this 

period that the highway project for India-Pakistan

Afghanistan-Iran sector was cleared by ECAFE·. south Asian 

meeting on empl(¥ment stra t;.egies and regional travel and 

tourism respectively in Februacy and March 1976;\ were also 

important eventsin this respect. .. 
But this initiatives received a serious jolt with 

sudden regime changes in the four of the south Asian countries. 

Mrs Gandhi was voted out of po\>Jer in Indial;· a new regine of 

Janata Party came in (1977); Bhutto was over-=-thrown by a 

mil;Ltary coup (1977); rnili tacy seized power in Bangladesh 

(1975) ; in sri Lanka Mrs Bandaranaike;~ s government was 

replaced by the United National ~arqr (UNP) led by J .R.. 

Ja,yawardene (!977). 

Ho-wever1 saoo analysts argue that even during this 

period (1975-80) there -were clear poli~ical canpulsions - · 

d011estic and external - on these new regimes for regional 

cooperation. 'Ihey also claim that these regimes had some 

common ideological orientations (pro~stern in their global 

view) which virtually worked as a contributoxy force £or 
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' 

greater regional hax:mony .18 According to this view.-. 

ano~er vexy significant conducive factor in this regard 

was the interest shown by the Western powers in encouraging 

cooperation relations in south Asia. The us President 

J~ Carter and the British Prime Minister Callaghan visited 

India, Pakistan and Bangladesh ¥t January 19781 1 after the 

regime change in South Asia • 'lbese western leaders talked 

of peace, amity and cooperation in the South Asian countries. 

They made specific offers of economic help if South Asian 

countries cOUld work out multilateral cooperative projects 

such as harnessing water resources of the Ganges and the 

Brahmaputra rivers by India, Nepal,· Bangladesh and China •19 

Apart from these political factors, the economic 

crisis was dee~ning in South Asia. In 1974-75 the real 

growth rates touched a new low Of 2 .2 per cent as against 

population growth of 2 .4 per oent. It beca.xoo extremely 

18 . 
For example, see, "Political Imperative and the 

SARC11 cy- s .D. Muni, paper presented to the SARC seminar 
organized by South Asia Division, SIS, JNU ~ For more 
details see, his book, Regional Cooperation in·South Asia 
(New Delhi, 1984), pp.2-2 · ·~ . 

19 For the text of speech of the President Carter, 
see, Fprei~Affairs Record, Ministr,y of External 
Affairs, New Delhi, Januacy 1978,· pp-•33-37. 
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difficult for south Asian countries to sustain the growth 

rate qf food production even at the level of 2 per cent 

and this situation continued through 1978.20 Again, the 

impact of the "second oil shock" in 1979-80 further 

dampened the economic outlook, since all of these countries 

are oil-importing countries. 

As a result of the combined impact of all the 

conducive factors, a sort of regional approach was evident 

in many ways among the South Asian countries since the 

middle of 1977. The Foreign Miriister of Bangladesh paid 

a visit to Sri Lanka in November 1977 after the UNP 

govemment•s coming to power, the Sri Lankan Foreign Minister 

Haneed, in his talk, called for an Asian common !-1arket. 

Both the ministers were of the view that greater eccnomic 

cooperation in the South and southeast Asian regions was 

necessacy not only in the interests of the millions in the 

region but also for easing of tension in the area. 21 Even 

King Birendra of Nepal, mile inaugurating the Colombo plan 

Consultative Meeting in Kathmandu in December 1977 urged 

for cooperation among Asian countries such as Nepal, China, 

Bhutan and Bangladesh. 22 Again, the sane concem was 

20world Bank figures are quoted by The Tines of India 
2 september 1978. 

21cgylon Daily News, 17, 18, 19 November 1977. 

22The Tines of In<'H.~, 7 DecerrU:ler 1977 • 
' 
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expressed by the Sri Lankan. President Jayewardene, during 

the vi~it of President of Singapore; Lee Kuan,' on 20 April 

1978. On the other hand, the Janata Government of India 

was pursuing a policy of "beneficial bilateralism". Among 

other things, S OJo..l Dam agreement with Pakistan, Farakka 

water sharing agreement with Bangladesh, new trade and 

transit treaties with Nepal and accords on matters relating 

to trade and joint ventures with Bhutan and sri Lanka were 

, roontioned as i. the achievements of this policy -.23 

• 
Even at the UN and international conferences, south 

Asian com1tries began to have more mutual consultations and 

contacts on the various economic issues of ccmnon interest. 

It was against the background of the above mentioned develop

ments that the Bangladesh initiative for setting up of a 

forum for regional cooperation South Asia was taken. One 

thing is clear about the earlier initiatives: until the 

Bangladesh proposal, there was hardly any initiative, which 

truely reflected the regional prospect; rather those were 

tmclear about the real parameter of the South Asian region. 

In most of the cases, either China or South-East Asian or 

Central Asian co'l.mtries fi-gured prominently. And the 

23For a critical evaluation of India •s beneficial· 
bilateralism, see, s .D. Muni, "India •s Beneficial 
Bilateratism in south Asia",' India ~rterlzi\ vol.34,· 
no.4,; December 1979, pp.417-33. 
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handling of the matters was mostly bilateral. There was 

harqly anything multilateral or regional in the true sense 

of the term. 

Bangladesh Proposal 

The late President Zia-ur~ahman of Bangladesh made 

a proposal for a summit meeting of the leaders of seven 

south Asian countries in May 1980. The purpose of such 

sum:nit was to 11explore the possibilities of establishing 

a fra.roo;,10rk for regional cooperation .•• It was really the 

first such attempt for regional (Multilateral) cooperation 

among seven south Asian countries without acy direct 

involvement of outside power. President Zia particularly 

had made a vecy forceful plea in favour of regional 

cooperation. According to him,. such cooperation was taking 

place in all the regions of the world,. in particUlar the 

Third World. 'lhe rationale for this in south Asia lay in 

the fact that •the countries of South Asia have many 

common values that are rooted in their social, ethnic, 

cultural and historical traditions. Perceptions about 

certain specific events or political situations of the 

world may differ but such differences do not seem to 

create a gulf between them that can not be bridged.24 

24Muni and MUni, n.6, p.30 •. 
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As it has been noted above, it seems, the Government 

of Bangladesh \<aS working on the idea for nearly two to 

three years, before giving it a concrete· shape and announcing 

it. 'llle issue was discussed with the Indian leaders when 

the Bangladesh President visited India in December 1977. 

In :Januacy 1978, during the visit of King Birendra of 

Nepal to Bangladesh, President Zia,· welcomed the King's 

call for close regional cooperation made ~ him a month 

earlier. He tmderlined the area of sharing river waters 

in particular for such cooperation.25 It seems that the 

Bangladesh Government gave the final shape to this proposal 

after visiting Sri Lanka in November 1979. It was also 

conveyed to the late Prime Minister of India, Mrs Gandhi 

after her come back to power in Janua.cy 19 80 before 

he made it public in May 1980. 

Initially the proposal got a mixed response, a sort 

of cautious acceptance, from the south Asian cotmtries. 

\"bile Nepal, Sri Lanka, Maldives and· Bhutan promptly 

endorsed the idea, India and Pakistan,· on the other hand, 

_expressed sone reservations though they did not outrightly 

reject the idea. For this the timing of the proposal 

has a lot to explain. 

25The Bangladesh Times, 13-14 January 1978. 
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It was the period when the seccnd cold war had set 

afoot, near hone south Asia. The most important was the 

development in Afghanistan, mere the soviet militar;y 

intervention suddenly enhanced the strategic significance 

and the security ccncerns of the countries of the .region. 

Airelican mili tar;y assistance was poured into Pakistan 

generously. This was also the time when India experienced 

isolation in the region on sorre vital world issues of its 

concern namely Afghanistan, Kampuchea and the Indian Ocean. 

On all these issues, India •s position was ccntrar;y to that 

of its neighbours. It was also the time when Mrs Gandhi 

had just retu.rned to power after about two years C}lP• All 

these factors helped formulate India 1 s perception at that 

tirre. Therefore, New Delhi saw in the proposal a concerted , 
attempt by the neighbours to isolate India on global issues 

and contain India's position in south Asia by putting 

pressures on it in order to improve their bargaining 

positions in relation to bilateral and regional issues. 

In a statement, India 1 s then Foreign Minister, Narasinha 

Rao observed in Indian O:Parlianent: "The proposal of summit 

level meeting as the first step for initiating regional 

. cooperation without any ground work done so1.mded un

realistically ambitious to the Indian s1de.u26 

26Th.e statesman,· 26 March 1981, India •s Foreign 
Minister tlarasimha Rao•s staterrent· in Parlianent on 
25 March 1981'• 
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Besides this two other factors which further 

stre~gt."leil tie Indian convictio.~ are : (aJ high priori t.f 

to the political and strategic objectives and the concern 

for the "peace stability and securiq"; and (b) the 

suspected involverrent of the super powers, particularly 

Western support and approval behind the move·· 27 

On the other hand Pakistan was fearful that any 

move for regional cooperation perhaps would lead to 

dominance of India owr the region both in economic arid 

27 The proposal was ·incidentally coincided with the 
us objective of building up of a "coopera.ti.ve regional 
securit¥ framework 11

, in South Asia and South-west Asian 
region which was disclosed in the state of union address 
of President Carter on 23 Januaz.y 1980. ·The Soviet military 
move in Afghanistan naturally provided the immediate 
rationale for this approach. This approach was 
explained cy- the secretacy of state Cyrus Vance and 
National security Adviser to the President,· Zbirew 
Brezezinski. Both Brezezinski and Deputy Secretacy 
of State, Narren Christopher, visited Pakistan and 
made an offer of us arms and other assistance to 
help Pakistan to meet the situation arising out of 
soviet rnili tacy presence in Afghanistan. Almost 
sirnul taneously President Carter sent Clark Clifferd, a 
former Secretaz.y of Defence, as his personal emissaxy 
to India to take stock of the situation • Cliford 
persuaded India to evolve a regional approach wi ttl 
Paki.stan •to the fundamentally changed'' situation whid 
the Whole region was faced. 
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political fields. Accordingly, Pakistan becaroo afraid 

of los:f.ng its political stance L"1 the subcontinent l!f 

joining this move of regional cooperation without resolving 

its bilateral issues with India. A leading daily of 

Pakistan observed: 

The absence of serious bilateral conflicts 
and the existence of a sense of common 
political purpose are two essential starting 
points for an undertaking ained at regional 
cooperations • • • If Bangladesh idea is any 
thing other than informal forum for consulta
tion and if moves are to be made to institu
tionalize and formalize the arrangement, 
it is certain to run into snags. (28) 

There was;" however, nothing apparently objectionable 

in the proposal mich in essence called for regional 

harmony and cooperation aimed at economic development 

in the compelling regional and international context. 

Therefore, India and Pakistan could not outrightly reject 

the proposal either. They instead sought to modify it so 

as to accormnodata their respective apprehensions and 

requirements. This was done in a series of exchanges 

of vievm that took place following the announcement of 

the proposal. The south Asian Foreign r.U.nisters also 

discussed this subject at the UN Headquarters in New York 

during August-September 19 80. 'llle consensus that finally 

28 
~ (Karachi), 29 May 1980 •. Also, see, Pran Chopra, 

"A Sinking Summj,t.11 , 'lhe Decan '"''1.ronicle, 25 June 1980. 
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energed among them was to have a rreeting at the level of 

foreign secretaries which could prepare gro'Wld for the 

ministerial meeting that could subsequently lead to a 

sumni t. The seven South Asian countries involved in the 

exercise were India, Pakistan, Bangladesh, Nepal, Bhutan 

and Maldives • It was decided to keep the bilateral and 

politically controversial .issues out of the perview of 

the foreign secretaries meeting. Bangladesh was entrusted 

with the responsibility of preparing the draft of working 

papers which could be discussed at the first meeting of 

the foreign secretaries. 

Bangladesh prepared and circulated the draft paper in · 

November 1980. It had three important features. First, 

the objectives of regional cooperation were defined in very 

wide terms. 'Itle priority was given to the political and 

security objectives. 'Itle working paper said "convinced of 

the benefit that will accrue from greater regional coopera

tion among the countries of south Asia, seeking to promote 

peace and stability in the region through adherence to the 

principles of the united Nations and of Nonalignment, 

determined to uphold respect for principles of sovereign~, 

national independence, territorial integri~;· non-interference 

iil one another • s internal affairs,-· non-use of force and 
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peaceful settlement of disputesa29 The scope of coopera

tion was not confined narrowly to economic matters but as 

"promo~ing active cooperation among countries.of the region 

on matters of corrmon interest in econanic, social, cultural, 

technical and scientific as well as in such other fields 

as may be agreed upon...... Wider scope was envisaged not 

only in the areas of cooperation but also in terms of 

geographical extent because one of the objectives identified 

in the draft was to "explore all avenues of closer cooperation 

bet'l:~~een the countries of south Asia and the other regional 

and international organizations with similar aims and 

objectives." 

The second feature was that it identified eleven 

specific areas of cooperation. 'lhese were considered as 

"non-political'', "Non-controversial" items. 'lbese areas 

were: shipping, agriculture and rural development, joint 

ventures, land transports, trade (Market promotion in 

selected countries) Science and technology and education, 

and culture • " 

Thirdly, the draft. suggested various institutions 

and organizational aspects of regional cooperation. 'lhe 

emphasis was on a summit of the heads of governm:mts 

29The Tribune ::olombo) ,· 2 May 1981, p .2. 
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though it was accepted tha~ the way for the sUimlit could 

be p~pared by the meetings of foreign secretaries • 

'lbe paper clearly admitted the tension-generating 

potentiality of a shared cultural heritage. It,• however# 

added that "there was no reason W1y the cormnon heritage 

couJ.d not be converted into a positive factor to bring the 

countries of south Asia closer." It also saw no contradic-

tion between -"bilateralism and regionalism'11; 1 on the other 

hand, in its opinion some of the minor or major irritants in 

the bilateral relations, ••• either be minim1t.zed or completely 

removed through a regional forum. Further,' it pointed out 

how regional forum might serve as a feedback to the system 

of global cooperation. The paper was quite optimistic 

as to uJ.timate emergence of a regional organization in 

south Asia. It also bestowed sone attention on its 

n~nclature. It suggested four names: (1) south Asian 

Association for Cooperation CSAJfc); (2) Association of 

south Asia (ASA); {3) Association of South Asia for 

·cooperation {ASAC); and (4) Organization of south Asian 
?--

States (OSAS) • · 

south Asian regional cooperation has indeed come a 

long way since 19 80, after Bangladesh's initiative. The 

Bangladesh draft paper formed the basis of discussion 

at the first meeting of the seven South Asian foreign 
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secretaries held in Colombo from 21-23 April 1981. Two 

salient points emerged from this historic meeting:30 

(1) Regional Cooperation was necessary,: desirable and 

beneficial; and· (2) there was need for moving with caution 

and making adequate preparations for realising the goal of 

regional cooperation. It was in pursuance of the recogni-

tion of these imperatives that the joint communique issued 

at the end of the neeting emphasised the principle of 

unanimity for decisions and also the desirabilit¥ of keeping 

aside all bilateral and contentious issues from futti.re 

deliberations. It was also recognized that regional 

cooperation,' based as it should be on mutual trust and 

appreciation of the nationalist aspirations of individual 

countries, was not expected to become a substitute for 

bilateral and multilateral cooperations. It was also agreed, 

that; any regional cooperation need not be inconsistent with 

bilateral and multilateral obligations of ~~e countries 

concerned. 

To begin with, five specific areas of beneficial 

regional cooperation were identified at this meeting. 

These were: Agriculture, rural development, telecomnunications, 
( 

meteorology and health and popula tian • Five study . groups, 

30 Joint ccmm.mique of the meeting of south Asian 
Foreign Secretaries, Colombo, no.6,. pp.2-3. 
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coordinated by Bangladesh, Sri Lanka, Pakistan, India and 

Nepal respectively, were instituted to make indepth studies 

in order to recover the existing arrangements, and assess 

the feasibilit¥ and scope for regional cooperation in the 

overall cost-benefit framework. 'nley were also chaz;ged 

with suggesting ways and means for establishing and 

strengthening cooperation by identi~ing specific projects 

and spelling out appropriate modalities for implementing 

and monitoring the work programme. 'lhe meeting also decided 

to set up a committee of the Whole consisting of the seven 

officials of the seven countries to identi~ and report 

further areas of cooperation. 

This committee subsequently met at Colombo and 

identified 13 areas of possible cooperation. These 

areas also included some of the areas which had been 

earlier recomnended in the working paper submitted [¥ 

Bangladesh. 

Subsequently, three more meetings at the foreign 

secretaries level were held at Kathmandu (November 1981), 

Islamabad (August 1982) and Dhaka (March 1983) • At the 

Kathmandu meeting the recormnendations of five study group 

as well as the report of the Committee were endorsed. · 

It also decided to institute studies in three areas namely, 

transport, postal services and scientific and technological 
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cooperation. Maldives, Bhutan and Pakistan respectively 

were to act as coordinators for these fields. In the 

Islamabad meeting it was agreed to constitute a stud¥ 

group on sports, art and culture. India was to act as 

a coordinator. 

It may be noted that as a result of these deliberations 

a fairly broad based and comprehensive scheme of south Asian 

Regional Cooperation was evolved and almost all the fields 

outlined in the working paper of Bangladesh,· with exceptioo 

of tourism and joint ventures,; were accepted. In fact some 

of the new subjects like teleconrnunications,postal services 

and sports were also included. 

It was decided to rotate the Chairmanship of the 

st\.1(\y group (now designated as working groups) in 

al:r:habetical group wi t:h each tenUJ.::e lasting for two years • 

The foreign secretaries underlined the feasibility of 

regular consultation among the ~mber countries on matters 

of common interest relating to international economic 

issues. Further a meeting of official national planning 

organizations of the c6untries of the region was recorrmE!nded 

to be convened. It "ras also recognized that not all 

recommendations of the working groups on selected areas of 

cooperation lent themselves to irrlpl.ementations in the near 

future.'' as these would require long term planning and 

further deliberations. Therefore,· the immediate programme 
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of action would include exchange of data and informations, 

organ~zations of seminar and workshops,• and exchange of 

experts''; training facilities and scholarships. 'rhe long 

term programne envisaged an assessment of needs and 

resources,· preparation of specific projects and worlq.ng 

out the modalities of finances. 

A notable achievement. of the Islamabad meeting was 

that it emphasised the "importance and imperative necessity 

of holding meeting at an early date·.n It decided to 

recommend to the foreign ministers to convene a meeting 

at their levels between May and September 1983,~ to be 

preceded by a preparatox.y meeting of foreign secretaries • 

'lbis purpose was served at Dhaka meeting of March 19 8.3 

W'lich reconunended, inter alia, with other things, adoption 

of an integrated programme of action by Foreign Ministers • 

FUrther, it suggested that the meeting of Foreign l-ti.nis ters 

be held at New Delhi. However,· it left the precise dates 

for the meeting to be settled through consultations·. 

Before the first Fcreign Ministers • meeting, the Foreign 

secretaries of south Asian co\.Ultries met again at New Delhi 

in July 1983. There they endeavoured to haxmonize the two 

draft proposals prepared by host India and by 

Bangladesh • 
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The Declaration 

The first meeting of Foreign t11nisters of Bangladesh, 

Bhutan, India, 1"1..aldives, Nepal, Pakistan and Sri Lanka 

was held in New Delhi on 1-2 August 1983. Inaugurating 

the historic meet, the late Prime Minister of India, 

Indira Gandhi, underlined the importance of such a step 

in the development of mutual relations in the region. 

As she put it: 

Our cooperation in no way limits each countJ:y •s 
freedom of judgement. It is allied solely to 
development and to the strengthening of the 
economies of our individual countries • • • let 
us not be disheartened if \\e have some 
difficulties and differences to contend with ••• 
our very cooperation will increase our capacity 
to withstand pressures. With unity we can hope 
to move ahead to a future of freedom, peace 
and prosperity. (31) 

At the conclusion of the meeting the foreign ministers 

signed a declaration on South Asian Regional Cooperation. 

The document pertaining to the final declaration at the 

foreign ministers rreeting can be roughly divided into five 

categories as follows: 

_,.. 

All seven foreign ministers expressed an ardent 

desire to faster regional cooperation in view of the 

31India, ~~istJ:y of External Affairs, South Asian 
Regional Cooperation: meeting of Foreign Ministers 
(New Delhi, 1983), pp.7-8. 
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compulsions of the common problems and aspirations of 

their.proples and the· need te accelerate socio-economic 

development. Besides, they were quite convinced that 

regional cooperation was desirable and necessa~ for 

achieving collective self-reliance as emphasised ~ 

the Third World meetings,· inside and outside the united 

Nations and the Nonaligned Surrroits. 

· Second,, the declaration highlighted the following 

eight objectives of the South Asian Regional Cooperation 

(SARC) : (1) to pranote welfare of the people of south 

Asia and improve quality of their life; (2) to accelerate 

economic growth~' social progress and cultural development 

in the region and to provide all individuals the 

opportunity to live in dignity and ~ realize their full 

potential! ties'; (3) to promote and strengthen · collective 

self-reliance among the countries of south Asia; (4) to 

contribute to mutual trust,· understanding and appreciation 

of one another's problems; (5) to promote active 

collaboration and mutual assistance in the economic, 

social, cultural, technical and scientific fields; (6) 

to strengthen cooperation with other developing countries; 

(7) to strengthen cooperation among themselves; and 

(8) to cooperate with international and regional organiza

tions wi t.h s irnilar aims and purpose • 
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Thirdly, the guiding principles of south Asian regional 

cooperation were to be: the recognition of sovereignty; the 

princ~ple of non-interference in the internal affairs of 

others, and mutual benefit. Besides, the regional coopera

tion was to complement, and not to be a substitute for, 

cooperation at the bilateral and multilateral levels·. As 

regards the procedures of taking decisions at the rreetings, 

the method of unanimity \tlaS to be followed. No bilateral 

or contentious issues were to be raised at the regional 

fortUne 

Fourth, a three-tier institutional arrangement was 

suggested. In all the nine areas of cooperation, 

identified technical committees were to be constituted 

where all the seven countries would be represented. They 

will be responsible for implementations and cooperation of 

regional projects in each area. Further, an action 

conuuittee, and standing committees -were suggested. 

Finally, as to the financing of regional projects 

it was decided that contributions 1:::¥ members states would 

be voluntary. 'Ihe provision was also made for .. recourse to 

external assistance from appropriate sources if internal 

financial arrangements were found inadequate. In organizing 

aqy seminar or workshop on regional themes, the cost of 

travel etc would be borne by the respective countries • 
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'nle host conntcy will bear the expenses of making necessacy 

arrangements·. The Foreign Ministers also agreed to meet 

once a year to review the progress • J:t was in pursuance 

of this decision that the second foreign ministers meeting 

took place at Mali (Maldives) from 10-11 July 1984, and 

third foreign ministers meeting was held at 'lhimpu (Bhutan) 

from 10-14 May 1985. 

The joint corranunique issued at the end of Mali meeting 

exj;lressed regret over the deepening crisis in the economic 

and social progress of developing countries and viewed the 

cootinuing stalemate in the negotiation on international 

economic cooperation with concern. 'lhe Chairman was 

requested to con-vey the concern to the industrialized 

countries. J:t was held at this meeting that the implementation 

of decisions taken 1::¥ the standing committee (midl consisted 

of Foreign Vdnisters of all south Asian countries) on a 

number of important issues would go a long wqy to~ffirds 

achieving further progress under the integrated progranme 

of action. Increased contributions by the participating 

countries were Viewed with satisfaction. 

The Thimpu meeting became in effect, a preparatocy 

meeting for the fo.tthcoming summit level meeting at Dhaka 

in December 1985. Here the Foreign Ministers approved 

the draft of the document to be adopted by Heads of 
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state and Goverruoont in th~ir meeting in Dhaka. It 

became the Charter of SARC. 'lhe idea of the establish

ment of a secretariat at the appropriate time was also 

mooted for the first time in this meeting. one of the 

more important upshoots of the 'lhimpu deliberations was 

the decision to tl~ greater emphasis on the formation 

and execution of specific projects in agreed areas of 

cooperation. 

'lhe Charter 

Subsequently, the first sUI'IU!lit level meeting of the 

seven South Asian leaders for regional cooperation was 

held in Dhaka,' 7-8 December 1985. In this meeting, the 

seven south Asian ·leaders launched the world~s most 

populous regional grouping with the hope in specific 

that it would improve the securit¥ environment in the 

region and that cooperation among them in economic and 

cultural fields will result in a better life for their 

people. 

At the end of the two-day sumnit the heads· of the 

state of government of south Asia adopted a Charter giving 

birth to the south Asian Association for Regional 

Cooperation (SAARC) and tle Dhaka declaration,, conrnitting 

their countries to the concept of regional cooperation 
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General Ershad was unanimously elected as the Cllairman 

of the newly bom SAARC. 

The Charter consists of a preamble followed ~ ten 

articles, dealing with details of ~e regional cooperation 

like, objectives/ principles, the meetings of the heads 

of state or government, council of ministersli standing 

committees, technical cormnittees, action committees and 

secretariat. It also deals with the financial arrangements 

and the modus operandi. 

The preamble of the Charter32 explicitly shows the 

desire among the south Asian countries for promoting peace, 

stability, amity and progress in the region,- through 

adherence to the principles of the United Nations Charter 

and nonalignment. Respect for the principles of sovereign 

equality, territorial integrity, national independence, 

non-use of force and non-interference in the intemal 

affairs of other states and peaceful settlement of all 

disputes are particularly mentioned. 

It also states their consciousness that in an 

increasingly interdependent world these objectives of 

peace, 1 freedom,' social justice and economic prosperi'b.l 

32The text of the Charter is published in the 
Indian Express (New Delhi)#' 9 December 1986 ~ 
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are best achieved 1:¥ fostering mutual understanding, 

good neighbourly relations and meaningful cooperations 

among the countr:ie s of south Asia, and their awareness 

of the corcmon problems#' interests and aspirations of the 

peoples of south Asiao '!hey ~re ccovinced of as well as 

recognized the importance of social~ economic and technical 

cooperation among themselves in order to achieve national 

and collective self-reliance. 

'!he Charter, more or less,' sticks to the objective 

and principles envisaged in the 2·August 1983 declaration. 

About the modes operandi it decides to follow the principles 

of unanimity.. It desires to exclude bilateral and contend:ious 

issues. '!he Charter also envisages the Heads of the State 

or Government to meet annually. Its framework will consist 

of a cou..1'lcil of ministers at the head#1 then standing 

cormd ttee consisting of Foreign Secretaries,: technical 

conmi ttee and action comrni ttee and a Secretariat to be 

established at the appropriate time~ 

.... 
After the meeting the Chairman of the SAARC, General 

Ershad, in a press note clarified that at present the. 

Secretariat would be functioning from Dhaka to make 

things easier. 
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To swn up the above observations;' regional cooperation 

in SoutO Asia L~ fact has come a long way since the 

Bangladesh proposal was mooted in May 1980!. However, the 

Bangladesh initiative itself was no less aided by the 

earlier moves, particularly that of the United Nations and 

its specialized agencies. '!he changed political/ eccnomic 

and strategic environment had also a lot to c'Ontribute to the 

regional cooperation in South Asia. The range of activities 

undertaken under the SARC (now SAARC) framework is indeed 

impressive, involving as it does both infrastructural 

arrangements and planning prospecti ves. A nwnber of useful 

activities have been initiated 'in selected areas of coopera

tion. A host of technical studies including ones on traff.ic 

flow, railway systems and rural technology are underway. 

Most significant is that the surmdt has given adequate 

attention to peace, and securiq inside the region, thus the 

expression ~non-use of bombs· and free and peaceful settle

ment of all disputes" have been added in the Charter3 3 

-
33rt may be noted lrere that these expressions appeared 

in the 11 framework" of regional cooperation proposed in the 
initial working paper circulated by Bangladesh in November 
1980·• But these expressions were dropped in the joint 
comnunique adopted by the first meeting of foreign secretaries 
held in Colombo in April 19 81. 'lhis had been dane to 
accorrmodate Pakistan mich had strong reservations on these 
e~ressions, particularly in their relations with India. 
The Pakistani proposal of no war pact with India came up 
latter,· in September 1981. · 
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(in Preamble as -well as in Article II) • It also seems. to 

take steps for reducing "terrorism" inside the region as 

well as international terrorism. 

Another important aspect is the growing institutional 

franework (both in government level and non-governmental 

level, decision making level as well as functional level) 

and the financing to the regional cooperation projects. 

We will discuss it more in the next chapter. Ho~ver, it 

is to note that, though the issue of financing till now was 

left to voluntaxy contribution l:!l the states,· there is an 

upward swing evident in the individual countries contribution. 

Just prior to the New Delhi rooeting of Foreign Ministers, 

South Asian countries announced that their contributions 

ranged from Rs-.s million (India~ to Rs-.8100 (Maldives) while 

European Economic Conununi ty was willing to contribute $0 .15 

million for trade and ITO $220,000 for a three year period. 

Although nruch progress has .been made in the impleroonta

tion of the integrated programne, a lot more still needs to 

be done. 'Ibis would mean moving bey'ond the stage of seminars, 

workshops and meetings towards effective operationalization · 

of infrastructural facilities. It is true that the declara

tion does not cover the entire ground and that many vital 

issues have not been touched. For example the propos-al of 
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India • s External Affairs Hinister B .R. Bhagat uto bring 

hard core sectors of development" like trade industl:y and 

enerqf in the ambit of the SAARC, was somehow 'not 

reflected in the declaration or in the Charterr~ 'lbe 

progress of cooperation even in the agreed nine areas 

has not been as expected. But as President Ershad of 

Bangladesh, the present Chairman of SAARC conrnented,· it 

is only a modest beginning. 



Chapter IV 

THE EMERGING INSTITUTIONAL 
FRAMEWORK OF SAARC 

The importance of some kind of institutional 
no 

arrangement, in a regional cooperation needsAelaboration. 

It has been noted earlier that lack of it is one of the 

major obstacle in the wqy of any effort towards Third 

World economic cooperation for that matter any regional 

cooperation. There is hardly a.n,y pre-existing institution 

or functional nett-1ork at the non-governmental level either 

in the field of trade, or in socio-cultural relations 

among these countries that could facilitate cooperation 

(if there are some institutions those are oriented towards 

west) • In such a situation, it is only the governments of 

the cooperating countries, midl can provide sane arrange

ments, either through direct participation or ~ giving 

patronage, and encourage the non-governmental agencies. 

It is t:.h9 same case with south Asian regional cooperation, 

where the socio-economic interest, groups and interactions 

bett-reen them remain highly underdeveloped. In this chapter 

we will discuss about the emerging institutional framework 

of the South Asia, keeping in view the experience of other 

regional cooperations and various studies in this respect. 

102 
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SARC 11 an improvised'' Mechanism 

The Bangladesh draft proposal, right from the 

beginning has emphasised on the institutional framework 

for south Asian regional cooperation. The draft proposal 

had suggested various institutional and organizational 

aspects of regional cooperation. Its emphases were on a 

summit of the heads of governmant. However,~ the draft 

had clearly reflected its awareness of the difficulties 

enyisaged in the setting up a well structured institutional 

framawork for cooperation 'Vtlen it observed: 

Barriers, both historical and emotional will 
have to be scaled and lingering suspicions 
and distrusts will have to yield place to 
a renewed spirit of understanding and goodwill. 
A meeting at the summit level would be the most 
appropriate forum for such a major initiative 1 in embarking on a new and challenging venture ••• 

But in the first foreign secretaries meeting at 

Coloni:>o it was found that there were considerable 

differences of opinion among the participants:. While 

Bangladesh proposal got support from Sri Lanka and Nepal,· 

India and Pakistan had not favoured institutional frame-

work. They had argued that if "effort is aimed at having 

anything other than an informal forum for consultation is 

1s ~D. Muni, and Anuradm Muni, Regional Cooperation 
in south Asia (New Delhi, 1984), p.35. 



104 

bound to create "enormoW3 problems 11 
• 'nle Indian Foreign 

Secre:taxy, R .D. Sathe, while hailing the significance 

of the foreign secretaries meeting,; as a maiden official 

attempt 11 to study feasibilicy of regional cooperation", 

and itself a testimony to the political will,' however~;, 

expressed certain reservations as regards the idea of 

creating any regional organizations like a Secre.tariat. 

According to him the setting up of an institutional 

framework o£ association among south Asian nations as 

premature and had insisted on cooperation in selected 

areas • His Pakistan count:erpart, Riaz Piracha had 

asserted that establishment of an institutional framework 

should await development of greater regional understanding 

and complimentari ty in the econollf{ of the region. 'lhereforel· 

he had suggested that a gradual approach was more likely 

to achieve tangible result. 

By and large,• these views prevailed. 'lhe only thing 

they could achieve was the agreement to set up a 11conmi ttee 

of whole" comprising of senior officials to stuey more 
-" 

feasible areas of cooperation \'hen they chose five specific 

areas (agriculture,' rural development~ telecommunication, 

health and population, and metereology) for cooperation. 

But in the subsequent three meetings at the foreign 

secretaries level (in Kathmandu, November 19811' Islamabad, 
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August 19S.2; and Dhaka, 1983) they worked out a broad 

institutional framework. ~ ut organizational modalities 

could not be defined precisely • In their t'\ro-day meeting 

at New Delhi (28-29 July) prior to first Foreign Ministers 

meeting, they drew up an Integrated J:'rogramme of Action 

(IPA) involving all the nine areas'~ While the Dhaka meeting 

had decided to constitute a standing/review committee taking 

together the Foreign Secretaries of the seven COW'ltries and 

the committee of Whole comprising of senior officials and 

entrusted them with responsibilities like approval of 

projects/programmes including their modalities of financing, 

determination of inter-sectoral priorities and overall 

coordinations of programne of action, identification of new 

areas of cooperation,· review of progress of implemantation 

and mobilization of regional and external resources, and 

this was to meet once in a year for coordinating and 

monitoring the integrated programne of action. 

However;1 it was only in the New Delhi meeting#1 6n 

28-29 July 1983, of foreign secretaries," while they were 

giving final touch to a Draft Declaration and joint 

commmique, to be adopted in the first foreign ministerial 

meeting,· they were able to elaborate the idea·. one of· the 

most important "'10rk they finalized is the financial aspect 

of the SARC. It was largely decided that the question of 
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f:inancing be left to the voluntacy contributicns of the 

countries and they keep an open mind for the external 

financial assistance. As a result,' just prior ·to the 

first meeting of Foreign Ministers,: several south Asian 

countries annotmced their initial contributions'~ 'lhey 

were s India (five million Indian rupees) ; Pakistan 

(four million Pakistani rupees}; Bangladesh (five million 

taka); Nepal (1'.5 million Nepalee rupees); and the 

Maldives (81,000 rupees) • 

About the modus operandi of the SARC, New Delhi 

meeting resolved that the decisions at all neetings on 

regional cooperation should be taken on the basis of 

unanimity. Ho"tarever,: it decided to leave the question of 

regular! ty of the Ministerial level meeting and holding 

sumni t level meeting to be decided t7:f the ministers·• 

The declaration on south Asian regional cooperation 

adopted by the first Foreign Ministers meeting at New Delhi 

(August 19 83) was first encouraging step toward insti tutiona

lization of regional cooperation. 'While it endorsed all the 

suggestions of "Foreign Secretaries" Meetings,' it had 

suggested a three-tier institutional arrangements. 

Technical committees for all the areas of cooperation 

would be constituted for the implementation coordination 

and monitoring of the programmes of each area of cooperation, 
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While the Action Committee involving the countries 

participant in a particular project shO\.~.ld be set up 

for the implementation· of a particular project under the 

cooperation. But the standing Comni ttees would be there, 

comprising of all the foreign secretaries of South Asian 

countries to approve the projects and programmes and their 

financial arrangements. The standing committee would be 

in the sole charge of coordination, monitoring and 

revi.e\';ing these prograrrmes. For policy guidelines it 

would refer to the Foreign Ministers for its decision. 

And it was decided that Foreign !'linisters would meet onee 

in a year. 

However, the institutional arrangements of the 

Charter (December 1985) is distinct in many ways. '!hough 

"the charter11 sUbstantially borrowed many things from 

"the Declaration11
, but it announced firmly the establishment 

of the south Asian Association for Regional Cooperation. 

Moreover, in addition to the previous three-tier institution, 

the Charter established "a Cmmcil of Ministers" and a 

secretariat of the Association. 

Institutionally, the decision of far-reaching 

significance in the development of SAARC is of course 

the frequency of summit and ministerial meetings, as 

suggested by the Charter. 
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'lhus the final institutional arrangement of the 

South Asian Association for Regional Cooperation after 

the summit meeting are as follows' 

Council of Ministers 

While the meetings of the heads of state or government 

remain at the apex, which would meet annually (Article III) 

there vTould be a "Council of Ministers" consisting of the 

Foreign Ministers of the member states. Article IV (2) is 

very clear that '*the council of ministers shall meet in 

regular session, as often as possible. Extraordinacy 

session of the council may be held cy- the agreement among 

member states • " 

It is charged -v1ith tlE functions of general policy 

making of the association, review the progress of coopera

tion under the Association. It may also consider establish

ment of additional mechanism under the Association as 

deerred necessacy. It has also wide power, like taking 

decisions on any other matters of general interest to the 

Association. 

In fact the idea for a Council of Ministers came up 

in the meeting of the Standing Comrni ttee (previously known 

as Foreign .Secretaries meetings) of South Asian regional 

cooperation at Male (Maldives) in Februacy 1985. 'Ibis 
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meeting recommended the establishment of a ministrial 

council of SARC countries to institutionalize their 

collective resolve to pursue mutual cooperation to 

launch integrated programme of ~ction, and it was again 

welcomed cy- the 'Ihimpu meetin'g of the Foreign Ministers 

in Yay 19 85, and finally CJ.dopted into the Charter. 

Standing Committees 

'Ihe Standing Committee is comprised of Foreign 

secretaries of all seven countries of the region 'Who are 

basically bureaucrats. From the beginning,, the south Asian 

countries have frequent interaction at th~ level. 'Ihe 

Foreign secretaries right from the Colombo meeting (1981) 

till the summit (1985) were associated with each phase of 

developrnent of the SARC. The charter has suggested that . 
the standing committee shall meet as often as deemed 

necessa~ but at least once a year. 

'Ihe standing conrnittee is charged with the overall 

functions of monitoring and coordinating the programme 

of cooperation. 

a) Approval of projects CJ.nd programmes and 

modalities of their finCJ.ncing 

b) Deterntination of inter-sectoral priorities 

c) Mobilization of regional CJ.nd external resources 
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d) Identification of new areas of cooperation 

- based on appropriate studies. 

While the standing cornni ttee is under obligation to submit 

periodic reports to the council of ministers and make 

reference to it as and when necessa~ for decision on 

policy matters,' the standing corninittee is also authorized 

to set up 11Action Committees in case of such projects 

which involved more than two but not all the countries •" 

(Article VI) • The standing corrrnittee is expected to provide 

necessa~ support services for the meetings ~f foreign 

ministers and the neeting of the heads of the state or 

governments • 

Technical Committees 

The Technical Comnittees have been set up in each 

area of cooperation, with the responsibility of implementing, 

coordinating and monitoring programmes of cooperation. 

According to Article VI of the Charter, the technical 

committees are comprising of representatives of all 

nember states. Till present time,' nine such technical 

committees have thus, been established in the following 

areas of cooperation: (i) Agriculture; (ii) Health and 

Population; (iii) Meteorology;/ (iv) Postal services; 

(v) Rural Development; (vi) scientific and technological 
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cooperation; (vii) Sports, arts and culture; (viii) 

Telecommunications; and (IX) Transport. 

are: 

'Ihe terms of reference of the technical committee 

a) determination of the potential and the scope 

of regional cooperation in agreed areas; 

b) formulation of programmes of action and 

preparation of projects; 

c) determination of financial implicationS of 

the sectoral programmes of action; 

d) formulation of recommendations regarding 

appointment of costs; 

e) implementations and coordinations of 

sectoral programmes of actions; and 

f) monitoring the progress of implementations. 

The Technical Committee shall submit the periodic 

reports to the Standing Conuni ttee • The Technical Comrni ttee 

may also use additional mechanism and modalities, if it 

feels necessacy. It includes the meetings of heads of 

national technical agencies, meetings of eA~rts in specific 

fields. and contacts amongst recognized centres of excellence 

in the region. 
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As to the procedure of fW'lction, the Charter suggests 

that the chairmanship of the technical committees shall 

normally rotate among the member-states in al];habetical 

order every two years. 

secretariat 

'file Charter has suggested a Secretariat for the 

Association. But the details of the Secretariat structure 

and its venue have been left to be considered cy- the 

"Council of Ministers", i.e., by the Foreign Ministers 

and to be decided at the summit-level. 'lhis was partly 

due to the fact that Sri Lanka's approval to the proposal 

on the secretariat could be obtained at the Summit-level, 

and partly due to the fact· that for the venue of the 

secretariat, both Bangladesh and Nepal. were keen contestants. 

However, after the summit, in a press note, President 

Ershad, Chairman of SAARC, clarified that at present the 

secretariat will be located at Dhaka. 

l)ut;- ,· there have quite a few criticisms been voiced 

against the present insti~utional framework of the SAARC. 

Among them the most viable criticism was raised~ K.P. 

Saksena recently at a seminar in JNu.2' According to him: 

~ .P. Saksena, "South Asian Regional Cooperation", 
paper presented in the seminar organized l:!t' South Asia 
Division, SIS, JNU, pp.12-14. 
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First, the present institutional arrangements, as it 

suggests, have been confined to the Ministcy of External 

Affai~s only, of res:pecti ve countries. Though the 

Technical Corrnnittees have included, as members,, the 

representatives of respective areas of cooperation, but 

they are from the lo"tr level. Hardly there was any occasion 

when ministers of that field or any senior officials, 

have joined in the discussion. 

Second, the progress of the Technical committees is 

apparently slO\'J because of two reasons: (a) Change of 

personnel constituting the technical committees; and 

(b) 11 the focal points" for continuing interactions are not 

functioning well. Emphasizing this problem, the technical 

committee on Health and Population activitieshas recommended 

that as far as possible the officers designated as 11Focal 

point11 should attend the- meeting to maintain a continuity • 

Third, the present institutional arrangement has little 

scope to give adequate attention to the financial arrangements. 

As the financial arrangements are confined to voltmtacy 

contributions, and the -contributions are made in local 

currencies (non-convertible), they can be utilized only in 

the country cdncerned. Even in terms of convertibility, 

their values are in sharp variations (e.g., one Indian 

rupee is equa~ to 2~ Sri Lankan rUpees) • Again, there are 
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differences in financial years (Bangladesh-Pakistan: 

July-JUne; Bhutan-India a April-Mardlt Maldives-sri 

Lanka: Januax.y-December; Nepal: 16 July-15 JUly) i; 

Thus one can summarise the difficulties in utilizing 

the funds for common programmes of regional cooperation. 

The elements of uncertainty are strong enough. 'lherefore, 

there ha~ been a woeful lack of sufficient national progress 

in regard to a number of schemes of regional cooperation. 

For instance, in respect of establishing a South Asian 

Centre for Research and Development in Postal Services; 

Regional Soft"t-~are Telecomnunication Centre,~ or Regional 

Meteorological Research Centre. 

Fourth, While the need for establishment of a 

secretariat is widely felt at various levels, the reason, 

of course, is understandable. '!here· is hardly an;y substantial 

progress made in this regard. It is largely because, there 

are wide differences of opinion as to the procedure and 

places of the secretariat.3 

Lastly, but not least important is that the institu

tional framework, hardly have made any headway at the non-

governmental level. Of course, it has been argued that, 
! 
l 
I 
I 

3Thi~ has bePn picked up from the discussions of 
the seminar • 
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once real cooperation got momentum, the institutional 

frarrework would cone autoJ1l9,tically. However, it should 

be reminded that for any sort of cooperation there is a 

need for minimum infrastructural linkages.4 There are, 

for instance, transport facilities, communication facilities, 

and above all the banking facilities which are necessary. 

It is only the governments concerned 'Who are in a position 

to accomplish this. 

However, it can be noted here,• as a positive trend 

in south Asian regional cooperation that setting up a 

South Asian Institute for Transport Management and Training 

and a ~outh Asian Aviation Association are under cansidera-

tion. Besides, a number of technical studies pertaining to 

traffic flows and optimisation of operational efficiency in 

the railway systems are in progress. Moreover,· the 

possibilities of setting up a SARC shipping conference is 

also under consideration. While the SARC Technical Committee 

on Telecommunications has suggested that the inter-country 

links which are under implerrentation, should be expedited, 

the rrember countries ~ave further agreed to examine the 

possibilities of cooperation in (a) establishment of a 

4see,· I .N. V.rukherjee, "South Asian Regional Cooperation 
Economic Potentialities", a paper presented in 'the above 
seminar. 
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regional soft-ware centre) (b) setting up of a Regional 

Sate~lite system; (c) the field of Research and Development; 

and (d) setting up·of a regional Data Bank. Under the SARC 

programme, the question of setting up a Regional ~teoro

logical Research centre has reached a fairly advanced state 

of consideration. Again, at the non-governmental level 

there are some positive developments which took place 

recently • For example, a seminar organized 1:¥ Federation 

of Indian Export (April 1985) on economic Cooperation among 

south Asian Cotmtries, which led to setting up o£ a 

coordination committee consisting of delegates from all 

seven countries for establishing an institutional framework 

for future activities directed to~~rds economic cooperation. 

A broad consensus,- however,1 emerges out of the seminar, 

that the importance o£ an institutional framework should not 

be over-stressed though :l t should not be under-estimated. 

Central mechanism is not always an essential pre-condition 

for regional cooperation. Rather,- manifestation of political 

will is of paramount iJnportance • For example,· there is 

regional cooperations· which has evolved through informal 

constitutional process, like the Nordic cooperation among 

Denmark, Finland' Iceland, Norway and Sweden • Here 

institutional mechanism at inter-govemmental level 

followed rather than preceded regional cooperation. 
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Even today, inspite of a high level interaction, like to 

move about freely, settle down anywhere in the region and 

seek employment and social security benefi ts, 1 etc., there 

is no overall institutional mechanism to oversee or monitor 

and coordinate cooperation except for a Council and a 

Presidium, which served as a platform for periodic meet 

at the governmental level. 

On the other hand, there are numerous comn.ittees -

consisting of delegates from seven coWltries -- for 

establishing an institutional framework for future 

activities directed towards economic cooperation. However, 

in same instances where elaborate mechanisms have been 

instituted largely by way of immitating from the European 

experiences of regional cooperation, the result proved 

counter-productive despite the existance of political will. 

The brightest example is the Latin American Free Trade 

Association. It is understandable, because once the 

projection becomes too ambitious, it tends to overlook 

the underlying deficiencies and constraints which are 

existing in the international economic framework. 

"East African comnunity" is another classic example. 

Here,· even if a considerable institutional framework was 

devised due to the absence of political will, the mechanism 

could not help the regional cooperation get going. A. minimum 
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manifestation of political.will for cooperation accompanied 

by a~quate institutional mechanism has sometimes generated 

a momentwn of its own, which could contribute towards 

sustaining and furtherance of the cooperation. 'Ihe 

Association of south-East Asian Nati.ons (ASEA.N) is a 

case in point. 

Thus, to sum up, the institutional mechanism is largely 

an evolving process, which slowly evolve out of expanded 

cooperation for \..hich political will is a necessaz:y pre-

condition. The South Asian regional cooperation has also 

evolved a sort of institutional mechanism of its own. At 

present it is largely confined to the governmental level. 

But there is clear indication of growing momentum both at 

governmental as well as non-governmental levels. However, 

any overanxiety or imni ta tion should be a voided as it can 
' 5 

prove later as counter-productive. However, South Asian 

regional cooperation, being a late-starter, has ample scope, 

having been enlightened~ these experiences. 

5Th~re is tendency among the analysts to draw 
parallel of SARC with that of other regional cooperation, 
and suggest to develop accordingly. For example, see, 
T .B. Bhatt, 11 Approach to south Asian Economic COoperation11 , 

Third World Economist, June-July 1983. I .N. Mukherjee and 
J.D. Sethi are also Inclined to draw paralleb. 
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CONCLUSION AND ASSESSMENT 

From the analyses presented in the preceding chapters 

it is obvious that the regional cooperation for development 

in south Asia has great potentialities and that if pursued 

earnestly, it vvould prove to be mutually beneficial to all 

member states. south Asia has a distinct geografhical 

character; the people in the region, irrespective of their 

religion, nationalit¥ and language, share a common history, 

tradition and culture and possess considerable degree of 

homoginity. There also exisb trerrendous potentialities for 

regional cooperation both in economic and socio-cultural 

fields. Some of the possible areas for developing coope:ra

tion (which have already been identified in Chapter II~ 

on the basis of various studies developed ~ a number of 

study groups) are related to exploitation of rich deposits 

of the Himalayan resources, river water resources, its 

irrigation potentialities; hydro-electric generation 

potentialities, as well as the seabed resources like 

petroleum, under-water minerals, fish resources etc. 

There is also ample scope for working together for 

"market promotion" in -·the select commodities like tea, jute, 

cotton, tobacco as well as for joint ventures in some 

industries. :Annexuresli-IIIgive a clear idea of potentia-

lities for intra-regional trade cooperation and for joint 

ventures in selected areas. 

119 
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However, the regional cooperation has certain 

constraints due to intra-regional differences and 

tensions and conflicts which have been partly due to 

divergent extra-regional connections. Like any other 

Third world regions, South Asia faces some difficulties 

like lack of necessacy infra-stractural facilities such as ..; 

communication, information, transportation and banking 

facilities and payment arrangements for regional inter-

actions as well a~ poor foreign exchange position in the 

path of any meaningful regional cooperation. 'lllere are 

also sharp,differences in regard to political S¥stems. 

These systems have variations ranging from parliarnentaxy 

democracy to militacy dictatorship to monarchical systems. 

There are also divergencies in their securit¥ and 

strategic perceptions. This· is partly due to historical 

reason and partly due to present power-structure in the 

regions • India stands out. as a predominant power Mi_~ t:erms 
~ ' '" (t"' 
,~m~ t,. . 

of size, population, resources, ndlitacy or othe ·. , ~<-·-"'""':' ·i'\ 
' r"'l.t;, ,., . . \, ~·· ·. ' 

among the coWltries of the region. Its central \:ftai?lt\~~~-!,1 

position also adds to, its predaminence in the re~~=-~ 
All other countries of the region, except Maldives haver~ 

comnon border with India. The Indo-centric factor of the 

region is partly responsible for bilateral issues between 

India and its neighbouring countries like border disputes, 
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river water problems and ethnic issues. J:ndia 's sheer size 

generates tendencies of apprehensions and suspicions on 

the part of its neighbours • Since J:ndia and Pakistan are 

two largest conntries in the region, both in terms of size 

and military resources, the relations between these two 

co1.mtries and their role in the region is vital to any 

regional cooperation. In fact, the political histocy of 

south Asia has been dominated ~ Indo-Pak conflicts who 

have fought three wars in , .a · _ ~ short' span of four decades • 

'nlerefore, it is not surprising if their differences 

are so conspicuous in their respective foreign policy 

strategies and perceptions of international problems. 

On such international issues as Afghanistan,· Nuclear Free 
v 

zane in south Asia, Indian Ocean as a zone of Peace, India 

is an odd man out. Again in the context of super power 

rival~, India seems closer to the USSR, ~nile remaining 

countries have '\e.rious shades of leaning towards the 

United States. 

These factors are having major impact on the security 

and stability of the region. In fact, arms built up is 

increasing in geo~ric proportion both qualitatively and 

quantitatively. 
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percepti9ns, whid1 are no doubt of rra.jor consequence, there 

are many similarities and commonalities of interests. These 

are in the form of problems they face in moving towards 

higher level of development and productivity and higher rate 

of cjrowth. Many comnon factors have also been at \>lork 

notably sharp increase in population,! pressure on limited 

resources, excessive dependence on agriculture,: general 

state of low-productivity,. unemployment and under~mployment. 

The problems confronting these countries are the same as 

that of any 'lbird world countcy. 'nlese countries are mainly 

exporter of agricultural products like tea 11 jute, coffee, rice, 

sugar,· tobacco, spices and cotton, and raw materials and 

minerals like iron ore,· precious stones,· pearls and marine 

products·. But large importers of capital goods including 

manUfactures of metals,' machinecy (including electrical 

machine.x:y) and transport equipment~· petrolewn, oil and lubri-

cants, iron and steel, fertilisers and fertiliser minerals, 

chemical elements and compounds, food stuff and edible oil 

and many other things. Only India exports some finished goods · 

like textile products, readymade garments#' engineering goods, 

like fan,· sewing Ill<1.chine;·· vehicle. etc·. Pakistan is also a 

large exporter of textile goods.- But they invariably face the 

problem of high tariff -barrier, and protectionism against 

their exports. 'lhey also face the problem of qualitat.ive 

efficiency of their goods in the world competitive market. 

'Ihey do not have sufficient industrial capacit¥ or technical 

know-how for full exploitation of their resources. Often 

they face under-pricing of their agriculture products . in 

the v10rld market simply because they do not have reserving 
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facilities and bargaining power vis-a-vis developed 

coun~ries.;fay nature of their econo~ these countries 

are dependent on foreign capitals for their industrial 

growth and developrrental needs. But the problems are 

getting cumulated in the present crisis of the world 

J' economic order which is totally lopsided in favour of the 

developed countries. Like any other Third World CO'Wltry 

their debt burden is getting worse day by day,· the figures 

at regional level stand at $37 billion in 1983 (for 

count~wise increase during the period 1970-83,· see Table ) • 

Unavailability of aid,, appropriate techmbcal know-how, 

along with the protectionism against their export goods 

made it difficult to face the developmental needs 

individually. 'lberefore, the actual panacea for-tneir. 

ai·ted econonw is the collective effort among thernsel ves. 

In this regard, the regional cooperation is _one thing that 

can not be dispensed with because of two reasons; {a) it 

helps in increasing bargaining power of the member countries, 

vis-a-vis developed countries; and (b) provides scope for 

widening the range of~econornic opportunity and.scale of 

economies. 

However, regional cooperation is not only a set of 

economic aspirations and rationally designed state action. 
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But it is also an outcome of a number of complex and 

mutually incompatible and strategic perceptions and .. 

diplomatic initiative. In other words it requires a 

good amount of political willingness to cooperate with 

one another and ultimately based on cost-benefit analysis. 

'!hough south Asia has all the potentialities to 

emerge as an ideal case of regional cooperation within 

the framework of south-South cooperation, the political 

opportunity had never come before Bangladesh initiative. 

• It was to the credit of the President Zia-ur-

Rahman of Bangladesh, Who mooted a proposal which contained 

all the ingredients of a gainful south-south cooperation. 

Inspite of that, the fact remains, the proposal took 

its own time to make headway in the region itself. It was 

until first foreign secretaries meeting in 1981 nothing 

was substantially done in this respect. However, in this 

meeting two important points have emerged: (a) it was for 

the first time the leaders of south Asian countries agreed 
--

that regions cooperation ~ffis necessary, desirable and 

beneficial; and (b) keeping in view the constraints before 

regional cooperation, they agreed that the~e was a need to 

move with caution, and adequate preparations for realizing 

the goals of regional cooperation. 
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Right from the beginning they took the precaution 

and insulate the regional cooperation from bilateral and 

contentious issues and tried to take all the member 

countries '\<lith the effort by devising "principle of 

unanimi tyn for decision-making. 

At first the foreign secretaries of seven member 

states had chosen five areas of non-controversial· nature 

in order to develop studies and find out ways of cooperation. 

Later four more areas were added to it. These areas include 

agriculture, rural development, telecommunication, transport, 

swrts: and culture, postal services, meteorology etc. 

All these areas agreed upon are designed to provide 

necessary infrastructure for further cooperation and to 

build-up political climate for the same. 

Since then the governments of the South Asian countries 

have met several times first at Foreign secretaries level, 

then at tha Foreign Ministers level (starting from 1983), 

and finally at the summit level which recently concluded 

at Ihaka in Decerrber 1985 • These hectic business of 

meetings (both at governmental level and non-g6vernill9ntal 

level) organizing seminars {at University level) and 

several discussion fora and frequent interaction at 

regional levels got its momentum only after 1983. 
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It is to the credit of the South Asian countries 

that in a short span of time (in canparison to ASEAN) 

they have been able to institutionalise the process 

by adopting a Charter in therecently concluded summit 

meeting at Dhaka • 

. A quick glance through the declared objectives of 

SARC, listed in Article 1 of the Charter gives an impression 

to its reader the sense of good neighbourliness of its 

founders and their Jhilanthropic ideas • It speaks of 

welfare of the peoples of the region, of improving their 

quality of life accelerating economic growth,: social 

progress, and cultural development# of collective self

reliance, of joint collaboration and mutual assistance in 

various fields including economic etc. But at present as it 

is and its integrated programrre of action · (IPA) do not 

measure upto these aspirations. Keeping in vieVI the back

ground of the SMRC, it seems that it would be a long time 

before these aspirations become a reality • 

. SARC, however, seeks to achieve these objectives 

through a four-tier institutional framework in a hierarchy. 

The meeting of heads of the state and <pvernment stands 

at the apex who supposed to meet once a year, a Council 

of Ministers consisting of the seven foreign ministers is 

decided upon as the policy-making organ of the Association 
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with the Standing Committee comprising the foreign 

secretaries as a body for overall monitoring and 

coordination of programmes of cooperation. At the working 

level, there are Technical Committees with overall 

charges of determination of scope and potential formula

tion of programn~s and projects for cooperation in the±r 

respective areas • Its membership is open to all the 

seven member states. There are now eight· technical 

corrani ttees • There are also provisions to form action 

committees for projects involving more than two members. 

These two types of committees are responsible to standing 

Comrnittee. The Charter also suggests a secretariat to 

accomplish these activities. 

However, the present form of institutional framework 

has gradually developed through "ad hocism11 • The study 

groups Which were formed (later working groups) during 

the first three foreign secretaries meetings have now been 

institutionalized as Technical Committee, and meeting t of 

Foreign secretaries as 11 Standing Corrrnittee" ~ Again, with 

the regularization of summit-level meeting, the frequency 

of meeting at lo\'.~er level increased. Thusl the foreign 

ministers would be meeting at least twice a year, once 

before the surnmi t, mile Standing Committee would meet as 

often as possible or required. But it definitely causes 
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soxre worr.y to the small countries as it would increase 

pressure on their pockets • Though the participating 

countriesha.Ye agreed to bear the travelling charges, 

orgariizing meeting itself is very costly. 

some analysts also pointed out the present structure 

of institutional framework and that the technical committee 

does not provide adequate provision so that the senior 

officials and ministers should be included in the areas 

selected to build up cooperation. The institutional 

structure suggests that the cooperation till today remain 

an eXtension of foreign policies of the respective countries. 

Frequent meetings among officials of south Asian 

countries and their ministers will no doubt provide for 

familiarity and informality among these countries 

thereby' contribute to better communication and mutual 

trust. But it is also equally possible that more frequency 

of the meetings, the greater chances· of c.'(o,ping up of issue 

of contentious and bilateral nature which is declared 

forbidden in SARC and there~ greater the chances of 

discord. one can, for example, draw the instances of 
·v--

behaviour of Sri Lanka during Thirnpu meeting arid issue 

of "stamp ceremony" during the SARC summit meeting. 

Even some analysts seem to criticise the "Principle 

of unanimity" mich is followed in the SARC deci~.:.ntaking 
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procedures. Because if any metru:>er wants to be mischievous, 

he can easily thrawt SARC action. Of course, it is true 

that ."the trade" is such an area W'lich has been outside the 

SARC activities due to the opposition of Pakistan which 

seems to equate the normalization of the bilateral issues 

with the trade. However, this ty"J:e of critic ism is of 

limited value because in ultim:J.te analysis the unanimib.t 

rather than majori'b.J decision~. within the region, is the 
" 

real strength of a regional cooperation. 

so far as the fLnancial aspect of SARC is concerned, 

this has not received attention it deserved. 'Ihe Olarter 

suggests it is the responsibility- of ~ individual member 

country to decide for itself how much one wants to 

contribute. Of course, all these countries have announced 

their contribution before the first foreign ministers meeting. 

But the problem is that each countxy pays its contribution 

in its own currency:. Therefore, it faces the problem of 

convertibility, and also differs widely in their values in 

real terms. Moreover, these contributions are not sufficient 

to implement aey programme or projects. Even sone members 

also seem to evade in order to contribute to particular 

projects. 

Of course, the SARC h~s· an open mind for outside 
~ 

contributions. Even some organizations like EEC and GCC, 
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countries like USA, Japan, are veey much interested to 

cooperate with the SARC prograrrune of action • However,· 

it s~ems that there is in-built rigidity within the .SARC 

to decide upon the "appropriateness" of these sources. 

Any com~ative look at the declared Objectives and 

the integrated programme of action so far .Wldertal~en by 

~~c,· reveals that the present horizon of activities of SARC 

are perepherial. 'lhey are yet to touch the major areas like 

trade, industx:y, environment and energy or any joint venture 

in these areas. Ho-wever, the areas included in I.~A, are 

definitely aimed to provide-an infrastructure to further 

cooperation in a long-term prospective as it includes key 

areas like transport, telecormnunication, meteorology-, 

postal services, scientific and tedlnolow. 

The IPA also aims at strengthening key sector of the 

economics of these countries~ taking up agriculture. 

It is also not less oriented to~ards peoples of different 

countries py including the areas like health and population, 

sports and cUlture • 

As it is well known that much of the advantages of 

geographical proximity among south Asian countries is lost 

due to the absence of infrastructural linkages -- itself 

the legacy of colonial heritage. Besides, whatever transport 

linkages that existed under a unified administrative set 
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up of British rule in subC:ontinent,· gradually fell into 

disus~ with their departure and partition of the Indian 

subcontinent. In the present condition, even there is 

no through transportation between two countries of region 

not having conunon boundaries, i.e., between Pakistan and 

Bangladesh, through India • The region has neither well

developed rail linkages,· nor road linkages nor even river 

transport network. 

Besides, the infrastructural facilities like transport, 

shipping, insurance and banking communication or marketing 

are either controlled ~ the multinationals or channeled 

through their bases 'IJ.hich are in the developed countries. 

'Ihere is hardly an)( direct conununication linkages a.rnoo9 .ihe.. 

.. C.a..p~~cd s of tlii.St. countries. 

There is very little direct trade relationship between 

two countries because of the same reason. It is easy tO bt.W 

Indian tea or jute in London market than directly from India 
... 

because all these "key sectors11 of trade, are owned by 

multinationals. As a result, all the trades are oriented 

towards West. 

The International monetacy standard and exchanges 

whidl directly link with the currencies of these 
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metropolitan countries facilitates it more to be oriented 

towards West. 

However,· the SARC programme of action seeks to counter 

these trends by providing it with basic facilities. Under 

SARC programne, the possibility of setting up of a south 

Asian Institute for Transport Management and Training and 

a south Asian Aviation Association is under consideration 

· Jhile the Technical Committee an Teleconununication has 

suggested a number of measures to establish link between 

various countries. Again, setting up of Regional 

Meteorological Research Centre, Agricultural Information 

Centre for Tuberculosis, Regional Software Centre for 

Telccomnunication are fairly advanced. But all these 

programmes face the same problems regarding the finance 

and their location. 

-
Though the SARC is to go a long way, it is moving in 

right direction and setting up the infrastructure for 

further cooperation. It is no longer a non-starter. It 

is true, so far, at present it is largely confined to 

holding up symposia,· seminars. But that kind of activity 

is needed to promote the element of cooperation. However, 

within a short . period SARC has made a significant 

progress identifying several areas of cooperation and 

institutional arrangement for a set off. 



133 

l'btwithstaminp, the progress so far achi~yeg 

for building up of infrastructure, one cannot ignore the 
-~. ·--

·-.P-a,~; .. ,.;· that \it ~s not the lack of machinery of coopers-
. - -

tion but the extent of political willingness which remains 

the crucial pointe ... , • '-"f~ :-, c};., Here one can n:>t igoore 

the fact that divergence and security, or threat '00 

security perceptions remain severe constraints. 

Although the leaders of ~uth Asia seek, so it seems, 

'00 insulate it from bilateral and contentious issues, 

, these issues can not be brushed under the carpet. 

That is why these issues continue to surface in the 

S.ARC process and will also continue '00 constrain the 

future process until these issues are settled. However, 

the fact that the S.lRC senior officials, ministers and 

occasionally the beads of states or governments of 

South Asian countries continue to hold meetings '00 

create a mmentum of its own. If nothing else, these 

meetings do provide opportunities to understand and 

appreciate each others point of view, and such meetings 

paved the way for settlement of bilateral issues as well.1 

S.lRC is definitely a welcome development in South 

Asian region. Keeping in view the poll tical-ecooomic 

condition of South Asian region, it is a logical 
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response 'lx> the developmental problems. The avenues 

for cooperation are maey and varied, so also 'the 

problems and prospects. Till date, it seems SARC has 

tapped the right direction. It is not surprising if 

the progress is very slow, realising the fact of its 

short political history, but still it is steady. If 

that co ntirues to happen it could be much needed 
/ 

development m boost South-South cooperat:L:m. 



Annexure I 

THE EVOLUTION OF ECONOMIC CO-oPERATION 
AMONG DEVELOPING COUNTRIES 

April and September 1970 

The concept of self-reliance was introduced into the 

international development discussion ~ the President of 

Tanzania, Mwalima Julius K. Nyerere, in a speech before 

the April 1970 Dar-es-Salam Preparatory Conference of the 

Nonaligned Countries. In the subsequent Third Conference 

of Heads of state or Government of Nonaligned Countries 

(Lusaka) in September 1970, the concept became the main 

plank of the economic programme of the nonaligned countries. 

April 1972 

The Third Conference of Ministers of Foreign Affairs 

of Nonaligned Countries adopted the "Action Prograrrrne for 

Economic Cooperation among Developing Countries 11 
1 'll.hich 

identified four fields of activities deserving special 

attention. 

september 1973 

'lhe Fourth Conference of Heads of state or Government 

of Nonaligned countries (Algiers) raised this Action 

Frogramne to a higher level ~ making it part of the 

documentS: :adopted by" the Conference. 

135 
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May 1974 

'Ihe "Declaration and Programne of Action on the 

Establishment of a New International Economic Order 11 , 

adopted by the Sixth Special Session of the General 

Assembly, identified ECDC as one of the priority areas 

for action. 

September 1974 

The First ~eetirig of the Coordinator Countries for 

the Action Programme for Economic Cooperation of the 

Nonaligned Countries reviewed the progress made in the 

implementation of the programme. 

December 1974 

The 11 Charter of Economic Rights and Duties of States" 

encouraged ECDC. 

February 1975 

The Conference of Developing Countries on Raw Materials 

(Dakar) focused a number of activities that had been under

taken by the nonaligned countries in the area of commodities 

and gave a new impetus to them. 
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August 1975 

· 'nle Second Meeting of the Coordinator Countries for 

the Action Programme for Economic Cooperation of the Non-

. aligned countries reviewed the progress made in the imple

mentation of the progranme • 

September 1975 

'nle resolution on "Developnent and International 

Economic Cooperation" adopted cy the seventh Special 

session of the General Assembly, dedicated a separate 

chapter to cooperation among developing countries. 

-l_anuacy 197§ 

'Ihe Third Ministerial Meeting of the 11 Group of 77 11 

(tv<.anila) adopted a programme on Ecrx:: and decided to convene 

a meeting in Mexico City during the month of September 1976 

to prepare a detailed programme on ECDC. 

April 1976 
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May 1976 

At UNCTAD-IV, the "Group of 77 11 decided to hold the 

Mexico conference not, as originally planned, at the level 

of an inter-governmental working group, but rather at the 

highest possible level. The Conference also adopted 

resolution 92 (IV) on ECDC and, through -.resolution 90 (IV), 

requested the Trade and Development Board to establish a 

Committee on Economic Cooperation among Developing 

countries. On 23 October 1976," the Board took decision 

142 (XVI) , which established the Comni ttee; the terms of 

reference of the Committee were determined ~ the Board's 

decision 161 (XVII) of 2 September 1977. 

August 1976 

'Ihe Fifth Conference of Heads of State or Government of 

Nonaligned countries (Colombo) adopted an .. Action Programme 

for Economic Cooperation" which further elaborates actions 

needed for ECOC. 

Sep;t:ember 197 6 

'lbe "Conference on Economic Cooperation among Developing 

Countries 11 (Mexico City) is the first time that the "Group of 

77" met primarily for the purpose of deliberating upon and 

adopting concrete action-oriented measures and operational 

mechanisms for the implementation of ECDC. 
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May 1977 

First meeting of the .m~CTAD Committee on ECDC. 

September 1978 

The United Nations Conference on Technical Cooperation 

among Developing Countries (Buenos Aires) approved a plan 

of action on the subject. 

February 1979 

The Fourth Ministerial Meeting of the "Group of 77 11 

(Arusha) adopted a "Prograrrnne for Collective self-reliance" 

which included a "First Short/Nediurn-Terrn Plan for Global 

Priori ties on Economic Coope,ration among Developing 

Countries" and strongly endorsed the recommendations of the 

1976 Nexico Ci t.Y conference • 

June 1979 

At UNCTAD v (Manila), the 11Group of 77 11 adopted a 

decision on collective self-reliance, in which the ministerial 

meeting of the Group, scheduled to be held during the 34th 
.-

session of the General Assembly, was asked to consider the 

establishment of an ad hoc committee concerned with ECDC. 

The Conference also adopted a resolution on ECDC which, 

inter alia, decided to convene a special session of the 

UNCTAD Committee on ECDC early in 19 80 • 
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September 1979 

'!he Sixth Conference of Heads of State or Governments 

of No!laligned Countries (Havana) reviewed within the frame

-w-ork of its "Economic Declaration" the progress made in 

achieving greater self-reliance and, in its economic 

resolution no.7,· provided policy guidelines on the reinforce

ment of collective self-reliance between developing countries. 

September 1979 

'lhe 11 Declaration11 adopted cy the Third Meeting of 

Ministers for Foreign Affairs of 't:h= "Group of 77n (New 

York) underlined the importance of ECOC, reiterated ~ 

firm intention to give the highest priori t,yto implementing 

programmes of economic and technical cooperation and noted 

with satisfaction the policy guidelines adopted ~ the 

nonaligned countries at Havana. 'lhe Ministers took no 

action on the establishment of an ad hoc committee on 

collective self-reliance. 

March 1980 

At a Ministerial "Meeting of the "Group of 77 11 in New 

York, it was decided to set up an open-ended ad hoc inter

governmental group at the expert and/or political level 

with the task of elaborating appropriate action-oriented 

recommendations for the early and effective implementation 
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of the objectives of ECDC, with the first meeting taking 

place in June 1980. 

March-April 19 80 

In preparation for the special session of the UNCTAD 

Committee on ECDC, a Preparatocy. Meeting of Governmental 

Experts of Developing Countries on Economic Cooperation 

among Developing Countries took place (in Geneva) pursuant 

to the First Short/Medium-Term Plan for Global Priorities 

on Economic Cooperation among Developing Countries (which 

was a part of the Arusha Programme for Collective self

Reliance) • The meeting was prepared by regional meetings 

in Addis Ababa, Manila and Montevideo. 

June 1980 

'lhe Ad Hoc Intergovernmental Group of the "Group of 

77" on Economic Cooperation among Developing Countries in 

Continuatioh of the Ministerial Meeting of the "Group of 

77" held in New York in t-larch 19 80 met (in Vienna) and 

agreed on a series of recommendations based primarily on its 

evaluation of the follo\'T up to the Arusha Prograiillle for 

Collective self-Reliance. 

June 1980 

The special session of the UNCTAD Committee on ECDC 

took place, but did not make much progress~ 
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september 1980 

'!be Fourth Meeting of the Ministers for Foreign 

Affairs of the "Group of 77 11 adopted the report of the 

Ad Hoc Intergovernmental Group and agreed to convene a 

conference of developing countries at a high level in 1981 

(the later Caracas Conference) in order to int ensify 

and ensure the implementation of various programnes and 

decisions on ECDC in a concrete and coherent manner. 

The 11 Group of 77 11 in New York was entrusted with making 
\ 

the necessary preparations. 

March 1981 

A number of technical meetings of expe'rts of the· 

"Group of 77 11 on the various subject areas identified in 

the report of the Ad Hoc Intergovernmental Group were 

held in preparation of the Caracas Conference. 

April 1981 

The recommendations that emerged from these technical 

meetings were reviewed and consolidated by a meetirlg of 

senior Officials. Furthermore, inter-sectoral questions 

and mechanisms for implementation and follot-1-up were 

considered. 



143 

May 1981 

The High-Level Conference on Economic Cooperation 

arrong Developing Countries (Caracas) adopted the 

11Caracas Progranme of Action11 for the implementation, in 

a concrete, coherent, integrated and time-bound manner, 

of various measures in . a number of ECDC areas an~ established 

mechanisms for coordination, follow-up and evaluation for 

ensuring the implerrentation of the prograrrme·. 

Se,Eternber 1981 

'Ihc Fifth Meeting of the Hinisters for Foreign Affairs 

of the "Group of 77" endorsed the Caracas Progranme of 

Action. 

Mard1 1982 

The Fourth Heeting of the Coordinator Countries for 

the Action Prograrrme for Economic Cooperation of the Non-

aligned Countries reviewed the progress made in the 

implementation of the programrne. 

~anua:t;J:-Augupt 1982 

Follo\v-up meetings envisaged in the Caracas Programme 

of Action were held in the areas of finance, trade, 

technology, industrialization, energy and foOO. and 

agriculture. 

' 
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August 1982 

ihe First Meeting of the Intergovernmental Follow-up 

and Coordination Committee on Economic Copperation among 

Developing Countries (I-1anila) adopted the "Manila Follow

up Action for ECDC." 

October 19 82 

The Sixth Meeting of the Ministers for Foreign Affairs 

of the "Group of 77" endorsed the recorrrnendations of the 

Manila Follow-up Action. for ECDC and adopted a "Ministerial 

Declaration on the Global System of Trade Preferences among 

Developing Countries" and invited all DCs to participate fully 

in the system ·to promote a substantial expansion in trade 

relations among Des. 



Annexure II 

IN'I'RA SOU'IH ASIAN COUNTRIES 1 EXPORTS/ 
EXPORT POTENTIAL OF MAJOR CO~~DITIES 

. 
I. Exports of Bangladesh to 

· 1. India: 

2. Nepal: 

3 o Pakistan: 

Newsprint, jute goods, textile yarn 

and fabrics, paper ahd paper boards, 

tirriber fresh water fish, vegetables, 

wood, naptha bamboo, cane, handicrafts, 

handloom, sarees molasses, fine jute 

carpets, bitumen, glycerine, viscose 

filament rayon yarn, cattle hides, 

goat skin. 

Paper, newsprint, hides and skin, jute 

goods. 

Raw jute cuttings, jute goods, tea, betel 

leaves, ginger, rayon newsprint, paper. 

3. sri Lanka: Raw jute, ju~ goods, newsprint, hides 

and skin. 

II • ExE,orts of India to 

1. Bangladesh: .Fruits and nuts, fresh or dried coal, 

lignites, peat, briguettes and resort 

carbon, synthetic organic qyestuff, 

textile yarn, glassware, :pig iron, 
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2. Nepal: 

ferrous allqys, ingots and other 

primacy forms of iron or steel plates 

and sheets of iron or settl, tubes, 

pipes, and fittings of iron or steel, 

manufacture of metals n .e .s ., textile 

and· leather machinexy and parts thereof, 

machinery for special industries n.e.s., 

motor cycles, scooters and other motorised 

cycles, railway vehicles, internal 

combustion engines, non-electrical 

machinery, textile machinex:y, metal 

working machines, i·ron and steel 

manufactures, plastic articles, processed 

foods, species,· cigarettes, paints and 

varnishes, drugs, tyres and tubes, hand 

tools and srall tools, civil engineering 

plant and equipment, telecommunication 

equipment~ office machines, sani tacy 

wares and fittings, medical apparatus 

and scientific instruments. 

Spices, crUde vegetable materials 1 

petroleum products, paper and paper 

boards, . textile yarn, cotton and woven 

fabrics, lime cement, and fabricated 

construction materials, manufacture of 



Pakistan: 

Sri Lanka: 
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metals n .e .s ., electrical machinery and 

apparatus n.e.s., parts and accessories 

of motor vehicles, medical and 

pharmaceutical products,'~ synthetic 

textiles, readymade garnents, transport 

vehicles, telecommunication, equipment, 

agricultural tractors and parts and 

hydro-electrical equipment. 

Wheat and muslin unmilled, tea,· crude 

vegetable materials n.e.s., rubber tyres, 

tyre cases, tyre flaps and inner tubes, 

glassware, hardwood, organic and inorganic 

compounds, mineral manufactures n.e.s., 

parts and accessories of motor vehicles, 

chemicals, qanstruction machinery, port 

equipment, telecommunication equ.ipment, 

machine tools, workshop equipment, high 

grade refractory, po,.rer generation, 

transmission and distribution equipment, 

iron ore, iron and steel products, oil . 
. ;-

prospecting equipment,· textile machinery 

and food processing equipment. 

Fish dried, smoked fish,· tobacco, 

vegetables,· cane sugar refined, spices 

rice, cereal preparation, preparation of 
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flour, starch of fruits and vegetables, 

medical and pharmaceutical products, 

textiles yam, cotton fabrics, woven, 

blooms, billets, slabs, sheets of iron 

and steel, manufacture of metals, n .e .s ., 

internal comb~n pistons, engines and 

parts thereof, machine tools for working 

metals, heating and colling equ.ipments and 

parts thereof, electrical apparatus for 

making and breaking electric circuits, 

motor vehicles for transport and vehicle 

parts, motor cycles, scoote~s, electrical 

machinery and apparatus,' n.e.s. 

Exports of Nepal to 

India Food and live animals,' tobacco and 

beverages, crude material inedible 

(except fuel) , mineral fuels and 

lubricants,· animal and vegetable oil 

and fats, chemical-s and drugs, goat skin, 

pulp~ bamboo, cane products and handicrafts, 

IV. Exports of Pakista~ 

Bangladesh; Fruits, oilseeds, raw cotton, vegetable 

oils, dyeing and tanning substances, 

pharmaceutical products, rubber manufac

tures, textile yarns and fabrics, metal 

manufactures, machinecy ,·foot\-Jear. 



India 
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Raw cotton, rocksalt,· furnace oil, 

naphtha, petroleum products, gypsum, 

onyx, industrial alchol, fertilisers, 

textiles, raw wool, sulphur, unroasted 

iron pyrites, vegetable oils, organic 

and inorganic chemicals,·' pearls, 

artificial resins, precious and semi

precious stones, sports goods, soda ash, 

low grade coal, surgical goods, acetate 

filament yarn, carbon black, plastic 

materials, cotton fabrics, blended 

fabrics, insecticides, pesticides, and 

fungicides, ceramics etc. 

'I!J. ExPorts of Sri Lanka to 

Bangladesh 

India 

Chanks, arecanuts, coconut oil, lobsters, 

spices, natural rubber, crude fertiliser, 

vegetable oils, rubber manufactures, 

textile yarn. 

N<!tural ·graphite,· dried vegetables, 

fruits, cloves,· CQffee, tea, cocoa, 

residual fuel oil, cinnamon leaf oil, 

raw hides and skin, lobsters, spices, 

copra, crude rubber, petroleum products, 
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lifting and loading machines,: 

transport equipments. 

Pakistan Arecanuts, coconut oil, natural 

source: 

graphite, natural rubber sheets, 

lobsters, black tea, beter leaves, 

ma.rgavine, nutmeg and mace, cardamom, 

coir yarn, dessicated coconut and 

copra. 

P.B. Bhatt, "Trade Flows in South Asia", India 
Quarterly, July-December 1984, pp.292-94. 

Indian Institute of Foreign Trade,, Report on 
Import-Export Structure and Trade Expansion 
in south Asia, pp.95-113. 

Indo-Pak Economic Cooperation, n.26. 

I .N. Mukherjee, 11 India 1 s Trade and Investment 
Opportunities in Manufactures in south Asia, with 
special re"ference to Sri Lanka and Bangladesh", 
paper presented in seminar on Regional Cooperation 
for the development of Industrial and Energy 
sectors, Administrative Staff College, 
Hyderabad, 27-29 December 1984. 



Annexure III 

AREAS IDENTIFIED FOR JOINT VENTURES BETWEEN 
INDIA AND O'lHER SOUTH ASIAN COUNTRIES 

I. India-Nepal a 

1. Chemically treated timber components for 

cooling towers. 

2. Flexible pouch packaging system for various user 

industries in Nepal like lubricating oil, edible 

oil, mushrooms, juices etc. 

3. Electrical distribution equ.ipment,· namely 

energy meters, circuit breakers etc. 

4. Computer soft wares. 

5. Rubber rollers for rice mills. 

6. Canvas shoes • 

7. Manufacture of raw materials for rubber industry. 

8. Cycle tyres and tubes. 

9. Transformer oil f;lters and automobile filters. · 

10. Wire netting plant. 

11. Technical know-how in the field of foundaries. 

12·. Plastics for the use of irrigation/agro-warehousing. 

13. Manufacture of chemically treated timber components 

in Nepal with bey back arrangement. 
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14. Packing unit for packaging of lubricating oils 

for Nepal Oil Corporation. 

15. Textile mill. 

16. Cotton spinning. 

17'. Sugar. 

18. Startch and Glucose. 

19. Malt. 

20. Fruits and vegetable processing. 

21. Skin milk power. 

22. Jute Mill. 

23. Leather (Hide finishing) • 

24. Leather Tanning. 

25. Mini petroleum refinery. 

26. Matches. 

27 • Silica Lime Bricks • 

28. Iron and Steel Plant. 

29. Nitrogenous fertilize.r 

30 • Lime industry • 

31. Cable car complex. 

32. Electric are furnace. 

33. Electrical ~istribution transformers. 

34. Electric fans and mot<r s. 

35. Electrical power capacitors and condencers. 

36. Electric energy meters. 

37. General lighting servict {GLS) lamps o 
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38. Electric wet cell batteris. 

39. Integrated stone industJ:y. 

40. stone Industcy. 

41. Cement Industcy • 

II •. India-Bangladeshb 

1. Specialised textiles. 

2. Readymade garments. 

3. PVC adhesive tapes. 

4. Collapsible tubes. 

5. Centrifugal pumps. 

6~ Mould working machinery and components. 

7. Marine and dye engine grease. 

8. Industrial adhesive. 

9. Electric bulbs. 

10. Bicycles and bicycle parts. 

11. Ballpoint pens. 

12. Plastic rayons. 

13. Pulp and paper mills. 

14. Industrial chemicals. 

15. Pharmaceuticals • 

16. Fish processing, canning and preservations. 

17 • Leather processing. 

18. Welding electrode~ 

19. Printing ink. 

20,. Hand and small tools. 
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21. Pesticides. 

22. Deep-sea fishing. 

23. Packaging plant. 

24. pyeing and printing of textiles. 

25. Feed mill plant. 

26. Extraction based industries. 

27. Pumps and agricultural implem:mts • 

2 8. Sani tazy ware • 

29. Hand tools and small tools. 

30. C~emicals. 

31. Mini steel plants. 

c India-Pakistan 
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_1. Automobile spares, components and accessories. 

2. Glass manufac~uring. 

3. Machine-tools~special machines, radial drilling 

machines, boring machines, precision lathes,· 

grinding machines, etc. 

4. Electrical and electronic goods. 

5. Compressors • 

6. Miscellane<rus i terns in the Engineering sectQr -

Agricultttral tillers, seed drillers, harvesting 

machines, disintegrating machines etc. 

7 • Chemicals • 

a·. Daizy products • 
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9'. Certain areas of scientific instruments like process 

control equipment~, meterological equipnents, 

material testing equipments, electrical measuring 

instruments, clinical and industrial therroometers 

etc. 

10'• Bicycle parts. 

11. Plastics in agricul turet· water manag-ement and 

fabrication of plastic articles for ind~trial 

and agricultural utilisation. 

12. Low densi~ polythene film for better 

water management. 

13o cement. 

14. Fertilizer. 

15. sugar. 

16. Edible Oils. 

17. Iron and steel. 

18. Textiles. 

19. Refractories. 

20. Food processing. 

IV • India -Sri Lanka d 

1. Instant tea, tea bags, packeted tea for export. 

2. Rubber products such as' rubberised coir for 

upholstry and mattresses,· rubber components like 

brushes,' oil seals and beadings for automobile 

industry,' rubber shoes and boots,: rubber gloves, 
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rubber threa.ds, rubber toys and sports goods, 

rubber floor tiles, swimmi~g accessories, ba~ 

teats, contraceptives. 

3. Coconut products such as: upgrading and diversifica

tion of :C:o±r yarn products,-· production of yarn 

carpets, mats, cord~ge,' coir dust briquettes and 

coir pitched boards, utilisation of coconut shell 

charcoal as filler for plastic products, production 

of glycerine and fatty acids and coco chemicals, 

coconut cream, coconut based animal feeds. 

4. Distillation and fractionalisation of ~~~ential 

oils from rice bran, gingelly, groundnuts, nutmeg, 

cloves, cinnamon, citronella and lemon grass. 

5. Food processing industries such ·as canned 

vegetables, fruits, breakfast foods, processed 

vegetables and meat. 

6. Straw boards, straw ropes, straw mats, straw bags 

and straw paper. 

7. Mineral based industries such as manUfacture of 

pigments, titanum etc. 

8. Non-rnettalic and mineral-based industries such as 

graphite, mica, silica, apatite, salt and super 

phosphate. 
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9. Other manufacturing industries such as: 

source: 

Electronic products, light engineering industries, 

agricultural implements and hand tools,· small 

metal articles. such as lighters paper and stationecy 

items, cutlecy, fine machines such as cypewriters, 

measuring instruments, household equiprrents such as 

refrigerators,' air-conditioners,· fans, and vacuum 

cleaners; photographic and optical equipment, 

processing and cutting of precious stones,- silk 

and leather products, garmants, cosmetics and 

pharmaceuticals, fibre glasses, commercial vehicles, 

auto parts, fluorescent tUbes and bulbs, textile 

machinery, sugar plants, power tillers,· diesel and 

marine engines, concrete transmission line poles etc. 

a) PHDCCI Delegation to Nepal (24-29 April 1983), 
pp .2 5-29 • PHD Chamber of Corrmerce and Industcy 
(New Delhi) • 

b) A Report on P.HDCCI Delegation to Bangladesh (9-15 
March 1984) , PHD Chamber of Commerce and Industry, 
New Delhi, p.25. 

IIFT Report on Import-Export structure and Trade 
Expansion in South Asia, pp.95-96. 

c) A Report on PHDCCI Delegation to Pakistan {6-15 
November 1982), p.38 and Annexure IV, IIFT, p.103. 

d) T. Bhat, Foreign Investment in Export Industries 
with Particular Reference to Sri Lanka, Foreign 
·rrade Review (New Delhi), Januacy-r·1arch 1982, 
IIFT, p.111. 



Annexure IV 

TEXT OF SAARC CHARTER 

'Ihe following is the text of the Charter adopted at 

the SMRC Stunmit held in Dhaka on 8 December 1985; 

'nle heads of state or governrrent of Bangladesh, Bhutan, 

India,c,the Maldives, Nepal, Pakistan and Sri Lanka: 

1. Desirous of promoting peace, stability,· amit¥ and 

progress in the region through strict adherence to the 

principles of the united Nations Charter and nonalignment, 

particularly respect for the principles of sovereign equality, 

territorial integrity, national independence, non-use of force 

and non-interference in the internal affairs of other states 

and peaceful settlement of all disputes. 

2. Conscious that in an increasingly interdependent world, 

the objectives -of peace, freedom, social justice and economic 

prosperity are best achieved ~ fostering mutual _understanding~ 

good neighbourly relations and meaningful cooperation among 

the countries of 'South Asia which are bound cy- ties of histocy 

and cUlture. 

3. . Aware of the corrmon problems, interests and aspirations 

of the peoples of south Asia and the need for joint action and 

enhanced cooperation w·ithin their respective political and 

economic systems and cultural traditions .. 
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l that regional cooperation among the 

countries of South Asia is mutually beneficial, desirable 

and necessary for promoting the welfare and improving the 

quality of the life of. the peoples of the region. 

5. Convinced further that economic,- social and technical 

cooperation among the countries of South Asia would contribute 

significantly to their national and collective self-reliance. 

6. Recognizing that increased cooperation, contacts and 

exchanges among the countries of the region will contribute 

to the promotion of friendship and understanding among 

their peoples • 

7. Recalling the declaration signed py their foreign ministers 

in Ne'\tl Delhi on 2 April 1983, and noting the progress achieved 

in regional cooperation. 

a. Reaffirming their determination to promote such 

cooperation / within an institutional framework. 

Do here~ agree to establish an organization to be known 

as South Asian Association for Regional cooperation, herein

after referred to as the Association, with the follO'\ving 

objectives, principles, institutional and financial 

arrangements • 



ARTICLE I 

Objecti ve.s 
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1. 'lbe objectives of t.~e Association shall be: 

a) To promote the welfare of the peoples of South 

Asia and to improve their qualit¥ of life. 

b) To accelerate economic grow+Jh, social progress 

and cultural developrrent in the region and to provide all 

individuals the opportunity to live in dignity and to realise 

their full potentials. 

c) To promote and strengthen collective self-reliance 

among the countries of south Asia. 

d) To contribute to mutual trust, understanding and 

appreciation of one another's problems. 

e) To promote active collabor-ation and mutual 

assistance in the economic, social, cultural, technical 

and scientific fields. 

f) To strengthen cooperation with other developing 

countries. 

g) To strengthen cooperatJon among themselVes in 

international fora on matters of mmon interest,- and 

h) To cooperation with inte ational and regional 

organizations with similar aims and urposes. 
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ARTICLE II 

Principles 

1. Cooperation v1ithin the frarrework of the Association 

shall be based on respect for the principles of sovereign 

equality, territ.o.rial integriq, political inde::pendence, 

non-interference in internal affairs of other states and 

mutual benefit. 

2. Such cooperation shall not be a su.bsti tute for bilateral 

and multilateral cooperation but shall complement them. 

3. such cooperation shall not be inconsistent with bilateral 

and multilateral obligations. 

ARTICLE III 

MeS:_tin,g2_2f the Heads of 
state or Government 

1. 'Tile heads of stc.te or government shall meet annually. 

ARTICLE IV 

Council of Ministers 

1. A Council of ministers consisting of the foreign 

ministers of the mermei: states shall be established with 

the ]/I following functions : 

a) Formulation of the policies of the Association. 

b) Review the progress of cC?Operation under the 

Association. 
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c) Establishment of: additional mechanism under 

the Association as deemed necessary~ 

d) Decision on other matters of general interest 

to the Association. 

2. The council of ministers shall meet in regular session 

as often as possible. Extraordina:ry sessions of the council 

may be held by agreement among member states. 

ARTICLE V 

Standing Comrni ttee 

1. The standing committee comprising the foreign secretaries 

shall have the following functions: 

a) Overall monitoring and coordination of programme 

of cooperation. 

b) Approval of projects and programmes, and the 

modalities of their financing~ 

c) Determination of inter-sectoral priorities. 

d) Mobilisation of regional and external resources. 

e) Identification of new areas of cooperation based 

on appropriate studies. 

2. 'lbe standing corrmittee shall rreet as often as deemed 

necessary but at least once a year .. 
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3. The standing comlnittee shall submit periodic reports · 

to the council of ministers and make reference to it as 

and \·Jhen necessacy for decisions on policy matters. 

ARTICLE VI 

Technical Committees 

1. Technical committees comprising representat.ives of all 

member states shall be responsible for the implementation, 

coordination and monitoring of the programmes in their 

respective areas of cooperation. 

2. 'Ihey shall have the following terms of reference: 

a) Deter~ination of the potential and the scope of 

regional cooperation in agreed areas. 

b) Formulation of progranrnes and preparation of 

projects. 

c) Determination of financial implications of sectoral 

programmes • 

d) Formulation of recommendations regarding 

a~rti-6nment of costs. 

e) Implementation and coordination of sectoral 

programmes. 

f) Honitoring of progress in implementation. 
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3. 'Ihe technical corruni ttees shall suhmi t periodic reports 

to th.e standing committee. 

4. 'llie chairmanship of the technical committees shall 

normally rotate among member states in alphabetical order 

eve:r:y two years • 

5. The technical corruni ttees may 1 inter alia#' use the 

following mechanisms an~ modalities, if and ~men 

considered necessary: 

a) Meetings of heads of national technical agencies. 

b) Meetings of experts in specific fields • 

c) Contacts amongst recognised centres of excellence 

in the region. 

ARTICLE VII 

Action-Corrmittees 

'lbe standing;·< committee may set up action cormdttees 

comprising member st~tes concerned for implementation of 

projects involving more than 'b-10 but not all member states. 

ARTICLE VIII 

Secretariat 

1. The council of ministers shall consider, at an 

appropriate time, the establishnent of a secretariat for 

the Association and its organization# functions and· 

funding modalities. 
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ARTICLE IX 

Financial Arrange~nts 

1. The contribution of eac.'f) member state to\vards financing 

of the activities of the Association shall be volunta~J· 

2. Each technical committee shall make recommendations 

for the apportionment of costs of irnplementing the program:nes 

proposed by it. 

3. In case sufficient financial resources Cc:tnnot be 

mobilised wi~1in the region for funding activities of the 

Association, external financing from appropriate sources 

may be mobilised wi til the approval of or cy the standing 

corrmi ttee • 

ARTICLE X 

Gene£?~ Provisions 

1. Decisions at all levels shall be taken on the basis 

of unanimity • 

2. Bilateral and contentious issues shall be excluded 

from the deliberations. 

source: Indian EePre~~ (New Delhi), 9 December 1985. 



Basic indicators of 
North and south 

Growth 

0 

u 

H 

Low Income 
J;conomics 

Lower 1-'.iddle 
Income 
Economics 

!"Iiddle Income 
Economics 

Upper Middle 
Economics 

High Income Oil 
Export Econorrics 

Total 
Popula ti.on 
(Millions 

mid-1983) 

2,335.4 

1,165.2 

500.1 

17.9 

N 

0 

R 

T 

H 

Industrial Market 728.9 
Economics 

East European 
cour1tries 

386.1 

Total G .N .p. 
·area Ave. 

(thousand Dollars 
sq.km.) 1983 

31,603 260 

18,446 750 

40,525 1,310 

22,'079 2,050 

4,312 12,370 

30.935 11,060 

23,422 

sources World Development Report, 1985. 

Note: £ = 1965-73 

& .. 1973-83 

per capita 
Ave .annual 

growth 
rate 

2 ·' 

2 .9 

3.4 

3.8 

3.8 

2 .5 
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Table I 

Annual Ave. 
Growth % 

Ave. GOP Annual Distribution Labour Distribution of 
Labour Force % 

G .i) .:;: • Ave 
1965 1973 
-73 -83 

5.5 5.0 

6.6 

7.1 .4.7 

7 .4 4.9 

9 .o 5.2 

4.7 2.4 

Annual 
rate of 
Infla
tion % 

Growth Rate % of 'GDP % 
Agr l.nds serv Agr Inds 

£ 1.4 £ 2.6 

& 5.4" 2.9 

£ 5.6 £ 3.4 

&17 .9 & 1.9 

£ 7.2 

& 7.1 

£10.6 

& 4.4 

£4.2 

&5.0 

£6.8 

&5.3 

43 

37 

31 

22 

29 

34 

24 

33 

£ 5.2 £ 3.3 £ 9.1 &7.5 21 31 

&29.3 & 2.5 & 4.9 &5.3 15 36 

£5.3£3.2£8.4£7.81/ 35 

&34.0 & 3.2 & 5.0 &5.2 11 3/ 

£ 6.1 £ N/A 

&13 .5 & 6.7 

£ N/A !J.VA 

& o.a &12.3 

£ 5 • 2 £ 1 • 8 - 5 .1 £4. 9 

& 8 .o & 1.0 & 1 .9 &2 .1 

5 

2 

65 

65 

5 39 

3 35 

Force 
Serv Working 

Age 
(15-69 yr) 

28 

29 

45 

45 

54 

59 

53 

55 

47 -53 
49 56 

49 54 

52 58 

30 

33 

50 

62 

53 

55 

63 

67 

Agr l.nds serv 

£77 £. 9 

& 73 & 13 

£ 66 £ 13 

& 54 & 17 

£ 14 
& 15 

£ 22 

& 29 

£ 57 £ 16 £ 27 

& 44 & 22 & 35 

£ 45 £ 21 £ 34 

& 30 & 28 & 42 

£ 58 £ 15 

& 46 & 29 

£ 27 

& 35 

£ 19 £ 39 £ 4 

& 6 & 38 & 5 

£ 35 £ 34 £ 3 

& 17 & 44 & 3 



Basic indicators 
of North Vs south 

Trade 

Total 1-'.er- Annual Ave. 
chaodise Growth Rate 
Trade Mil ·-~P:,::e~r:..,.;:c:..:e:;n::.:t;.___,.. 
$ Export Export Import 
Import 

Table II 

Ave .Origin & Destination A 'I.-e .structure of Merchandise 
of Merctvmdise export j(.aqe Export Percentaqe Share 
Industi :;;~stEur- High t:ev- FUel Other Textile t-Vc & Other 
t-larket opean Inccrne elop 1-'J.n. Prim- and Trans- Manu
Economy non-mkt Oil ing and ary Clothing port fact-
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Structure of Merche.ndise Import 
Percentage Share 

Food Fuel Other We Gt:.~er 
Primary Tran- M..ax:u£

Cor.mo- sport act:".:=es 
dities EconomyExport Eco • .~<:etalcomm. Equip. ures 

---------------------------------------------~~~------- -------------------·--------

s 

0 

u 

T 

H 

Exp. Lm•-Income 
Econcrnies 45,991 £1.5 

Lo;..er-Middle 
Income 
Economies 

Imp. 
57,333 

Exp. 
91,138 

Imp. 
110,575 

Exp. 

& 0.9 

£ 4.8 

& 0.1 

Middle
Income 
Eccncmies 

333,532 £ 5 .9 

Imp. 
350,734 &-o·.4 

Upper-1-iiddle Exp. 
Income 242,394 
Economies Im 

P• 

Hi<;;h-Incorr.e 
Oil-Export 
Econorn.ies 

240, 159 
E:x:p. 

120,832 

Imp. 

£ 5.7 

& 0 .s 
£11.4 

£-2.0 

& 1.4 

£ 4.5 

& 1.4 

£ 8.3 

& 4.1 

£ 9·.7 

& 4.0 

£10'.1 

£ 56 

& 48 

£ 70 

& 69 

£ 69 

& 62 

£ 68 

& 60 

£ 70 

£ 10 £ 2 

& 7 & 5 

£ 9 £ 1 

& 2 & 2 

£ 7 - 1 

& 3 & 3 

£ 6 £ 1 

& 4 & 3 

£ £ 3 

I 

£ 32 £ 1l £ 65 

& 40 & 20 & 30 

£ 20 £ 26 £ 66 

& 27 & 47 & 34 

.£ 23 £ 36 £ 48 

& 32 & 37 & 21 

£ 25 £ 41 

& 33 & 34 

£ 27 £ 98 

£ 38 

& 17 

£ 1 

£ 16 

& 18 

£ 2 

& 6 

£ 4 

& 8 

£ 5 

& 9 

£ 

£ 1 £ 7 

& 5 &28 

£ 1 £ 5 

& 2 &11 

£ 3 £10 

&11 &23 

£ 3 £12 

&14 &26 

£ l £ 

£ 21 £ 5 £ 8 £ 32 £ 34 

& 17 &18 &11 & 20 & 34 

£ 17 £ 7 £ 5 £ 29 £ 41 

& 14 &19 & 5 & 31 & 32 

£ 16 £ 8 £ 9 £ 29 £ 38 

& 12 & 30 & 31 

£ 16 £ 8 £ 29 £ 36 

& 11 &22 & 6 & 30 & 31 

£ 24 £ 2 £ 3 £ 32 £?0 

68,§68 &-5.8 &18.7 & 66 & 1 & 4 & 30 & 96 & & & 1 & 2 & 13 & 2 & 2 & 42 & 41 

-------------------------------------------------------------------------------------------------------+-----------------------------------N Industrial Exp. 

0 Market 1,128,132 
Economies 

R 

T 

H 

East 
European 
COlmtries 

Imp. 
1,183,257 

Exp. 
176,222 

Imp. 
160,545 

£ 9.4 

& 4.2 

£ 8.3 

& 5.3 

sources World Develo~nt Rep t .':!!!:: or , 

Note J £ 

& 

1965-73 

'1973-83 

£10.0 £71 £ 3 £ 1 

& 3.0 & 69 & 3 & 4 

£ 7.0 

& 2.4 & 31 & 51 & 3 

1985 

£ 26 £ 9 £ 21 £ 7 £31 £32 £ 20 £11 £19 £ 19 £ 31 

& 2t & 12 & 14 & 4 &37 &32 &11 &26 & 8 . & 24 & 31 

&14 
--·----
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Tabl<:! III 

Demograj:hy Data crude crude :r..ife (a) Infant Daily No.enro11ed No .enrolled No .enrolled Origin & Destination of ~4nUfact~e 
Birth- death- E~- mortality Calorie in prir..acy in seconclacy in hi<j1er :::~rts % of total 
rate rate per ctan- under age supply school as 1o school as education Inds tl • .East Hi9fi iri-

Develo;;U:: ~ per thous- cy at 1-y &child pe.v'capi ta of age ;v. of age as 1o of age Market Euro- come oil 
thousand and birth (b) death To- " group group oro up Eccoocy pean exports :::ccno.-:U.es 

Popula- Por-ula- (years) rate tal requi- coun-
tion tion (i-4 yrs .) rement tries 

1 65 1 83 1 65 1 83 1983 (a) (b) 1 82 1 82 1982 1982 20-24 '65 '82 '95 1 62 '65 1 82 1965 195'2 

s Low-Income 43 jO 17 11 59 75 9 2408 105 85 30 4 54 48 9 5 2 10 35 35 Economies 

Lower-Middle 
0 Income 45 36 18 12 57 87 11 2495 109 103 35 10 36 52 10 2· 3 5 51 ~1 

E:conomies 

Middle-
u In cam 42 34 15 10 61 75 9 2661 114 

Economies 
102 42 12 52 43 9 5 2 5 37 ~2 

Upper-Middle 
T Income 38 31 12 8 65 59 5 2880 119 102 51 14 55 48 9 5 1. 5 34 ~2 

Economies 

Hi<j'\-Income 
Oil-Export 49 42 19 11 59 90 11 3271 76 44 9 . 30 21 21 29 49 43 .. Economies 

-------------------------------------------------------------------------------------------------------------------------------------------
Industrial 

N Market 19 14 10 9 76 10 3400 133 102 87 37 67 64 3 3 1 5 29 23 
0 Economies 
R East 
T European 18 19 a 11 70 30 1 341.9 133 104 90 20 
H cotmtries 

source: World Develo~nt Re)2ort, 1985 
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I' able IV 

South Asia Popula- Area GNP per Capita A·.rerage GDP L""l Av.Annual Growth ?.ate Percent GDS in Distribution of GDP 
Basia tion thousand $ in Av .annual annual percen- Agricul- Indus- Servi- Hill ion Agriculture Indus tzy services 
Indicators (million sq.km. 1983 growth in rate of ta<.;e ture in tzy i."l ces in Dollars in % in % in% 

mid-'83) percentage inflation •% % % 
1965-83 (percent) .. 1965 

£ & £ & £ & £ & £ & @ 1983 £ & £ & £ & 

India 733.2 3,288 260 1.5 6.3 7.7 3 .9 4 .o 3. 7 2 .2 3.7 4.3 4.2 6.1 .. 46,260 47 36 22 26 31 38 

@ 168,170 

Pakistan 89.7 804 390 2 .5 4.8 11.1 5.4 5.6 4.7 3.4 6.6 7 .2 5.4 6 .3 .. 5,450 40 27 20 27 40 46 
@ 25,880 

Sri Lanka 15.5 61 330 2.9 5.1 14.5 4.2 5.2 2. 7 4.1 7 .3 4.3 3.8 6.0 * 1,770 28 27 21 26 51 47 
' @ 4,770 

Bangladesh 95.5 144 130 o.s 7 .3 9.6 5.2 0.4 3.2.6.1 2.6 6.7 3.6 * 4,380 53 47 11 13 36 40 
@ 10,640 

Nepal 15.7 141 160 0.1 5.8 a .1 1.7 3.0 1.5 1.0 2.1 6.9 * 730 65 59 11 14 23 27 
@ 2,180 

Bhutan 1.2 47 

Maldives -

.. • World Developrrent Report, 1985. 

Note: £ 1965-73. 

& 1973-83-. 
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Table V 

Demogr~L=hic crude birth Crude death Life "'Infant Daily Calorie !lo .enro- No .enrc- r;o .enro- Gov-e rr..men t • s Excendi ture of .).v • 

Indicator of rate p€r rate per E;q:Ec- Hortality supply per lled in lled in lled in Total ::=enditure ( 19 82) a::::-n.:.al 
South Asia thousand t.l1ousand tancy (one year) caoita primacy secondacy hi<;her Defence Educa- Health Hous- Eco. Oth- -;rcw· 

1965 1983 1965 1983 years@Child Total % of sd"lool sd"lool education tioo ing !'!I:"S t.'1 
1983 mortality re0lire- 7(. of 7(. of age % of age social pooula· 

1-4 year r..ent age group group security -:.ion 
1983 group £197 3-83 

&by 2000)1 

India 45 34 21 13 55 ... 93 2047 93 79 30 9 20.2 1.9 2.2 4.3 24.3 47.1 £ 2 .3 
@ 11 &. 999m 

:Pakistan 48 42 21 15 so "'119 2277 99 44 14 2 33.5 2 .2 1.1 6.8 31.0 25.3 £ 3 .o 
@ 16 &. 133m 

Sri Lanka 37 27 8 6 69 • 37 2393 107 103 54 4 1.4 7.4 3.3 12.8 13.1 62 .o £ 1. 7 
@ 2 &. 21m 

sangladesh 47 42 22 16 50 "'132 1922 83 60 15 4 £ 2 .4 
@ 19 & 310m 

Nepal 46 42 24 18 46 "'143 2018 86 73 21 3 5.4 9 .9 4.5 4.3 53 .1 22.7 £ 2.6 
@ 21 &. 74m 

Bhutan 43 43 32 21 43 "'162 23 3 £ 1 .9 
@ 26 & 2m 

Maldives 47 

source 1 ·..;orld Develot:>ment Reoort, 1985 
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Table VI 

STR OCTURE OF PRODU:TION 

GDP Distribution of ~oss domestic·Eroduct ~~) , · 
(millions Agriculture Industzy Manufacturing; services 
of dol·lars) 

1965 1983 1965 1983 1965 1983 1965 1983 1965 1983 

Bangladesh 4,380 10,640 53 47 11 13 - 36 40 

Bhutan - - -
India 46,260 168,170 47 36 22 26 15 15 31 38 

Maldives 

Nepal 730 2,180 65 59 11 14 3 4 23 27 

Pakistan 5,450 25,880 .40 27 20 27 14 19 40 46 

Sri Lanka 1,770 4,770 28 27 21 26 17 14 51 47 
-----

Source: world Develop~nt Report, 1985 

* 11anufacturing is a part of the industrial sector but shO\>m separately 
because it t¥pically is the most qynamic part of the industrial sector. 

Value added in 
agriculture 
(millions of 
1980 dollars) 
1970 1983 

-----
Bangladesh 5,427 6,545 
Bhutan 
India 45,793 58,981 
Maldives 
Nepal 1,'102 1,255 
Pakistan 5,005 7,061 
Sri Lanka 812 1,.199 

~-----------------

Table VII 

AGRICULTURE AND FOOD 

----------------------~--~-------------cereal imports 
(thousands of 
metric tons) 

1974 1983 

1,719 1,844 
23 13 

5,261 4,280 

19 72 
1,274 396 

951 775 

Food aid in Fertilizer consum-
cereals ption (hundreds of 
(thousand of grams of plant 
metric tons) nutrient per hec 

174-75 .~82-83 of arable land) 
1970 1982 

2,130 1,252 142 512 
3 10 

1,582 282 114 346 

44 30 138 
619 369 168 616 
271 369 496 713 

--
source: World D~opment Repgrt, 19 85 • 
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Table VIII 

INDUSTRY 

Distribution of manufacturing value adde~ Value added in 
Food Textile Machinery Chemicals Others manufacturing 
and and & transp- (millions of 
agricul- cloth- ort equip- 1975 dollars>" 
ture ing ment 
1982 1982 1982 1982 1982 1970 1982 -----

Bangladesh 30 37 4 17 12 647 1294 
Bhutan 

India 15 16 20 14 35 10,232 16.210 

l"laldi ves 
Nepal -
Pakistan 46 14 7 16 17 1/492 2967 
Sri Lanka 45 13 42 556 748 

--- --source: World De~elopm~t Report, 1985 



Bangladesh 

Bhutan 
India 

Maldives 

Pakistan 

Sri Lanka 
Nepal 
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Food 
1965 1982 

26 

-
22 9 

20 14 

41 13 

16 

Table X 

Structure of Merchandise Imports 

PERCENTAGE SHARE OF MERCHANDISE IMPORTS 

Other ·Primacy Machinecy & 
FUels Commodities- Transport 

1965 1982 1965 1982 !9!-J:iprrent · ·.:. 
1965 1982 

-----------------
12 - 8 - 22 

5 35 14 10 37 18 

-
3 31 5 7 38 23 

8 31 4 3 12 24 

13 3 - 18 

-------- --

Other 
Manufacturers 
--~----1965 1982 

32 

22 28 

34 26 
34 30 

50 

source: World DeveloEment ReEort~ 198_~ 

Table XI 

BALANCE OF PAYMENTS & RESERVES 

Bangladesh 

Bhutan 

Current account 
balance 

(milliansdollars) 
1970 1983 

- 77 

India -394 -2780 
Maldives 
Nepal -143 
Pakistan -667 21 

Sri Lanka -59 -472 

Receipts of Net direct 
~orkers remi- private 
ttances (mil.investment 
dollars) (mil.of $) 
1970 19 83 1970 19 83 

629 '.) 
113 2617 6 

86 2925 23 31 

3 294 38 

Source: world Devel~!}j:_Report, 1985 

Gross Interna ti cnal 
Reserves · ···· 

Millions In months of 
of dollars import cov-
1970 1983 erage 

1983 

546 2.6 

- - -
1023 8242 5.4 

95 191 4'.1 

194 2683 4.5 

43 321 1.7 
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Table XII 

EXTERNAL PUBLIC DEBT AND DEBT SERVICE RATIO 

---------------------------------------------------------------------------

Bangladesh 

Bhutan 

India 

t--'laldives 
Nepal 

Pakistan 

Sri Lanka 

External 

Millions 
Dollars 
1970 

7,940 

3 

3,060 

317 

public debt outstanding Interest Debt-Service aso/~ge of 
and disbursed _ Payrrents GNP Exports of 
of As percentage on Public goods and 

of GNP Debt · , ser~ices 
1§83 -1970 1983 1970 1983 1970 191§3 1970 1983 ---

4,185 37.7 63 1.3 

- -
21,277 14.9 11'.2 189 553 oj~'9 o·.7 22~~0 10.2 

-
346 0.3 14.1 ( .) 4 o~··3 o·.3 3eC 

9,775 30 ;,5 31.3 76 309 1'•9 ·3•4 23•6 28.] 

2,205 16.1 43.7 12 86 2 .o 3.3 10.3 •11.9 

Source: World DeveloEment ReEortt 1985 

Percentage of 
Population of 
working age 

(15-64 years), , 
1965 1983 

Bangladesh 51 54 

Bhutan 56 56 

India 54 57 

Maldives 
Nepal 56 54 

Pakistan 50 53 

Sri Lanka 55 60 

Table XIII 
LABOUR FORCE 

Percentage...£t~~ Forcein 
~griculture Indust;y Services 
1965 1981 1965 1981 1965. 1981 

87 74 6 7 8 13 

95 93 2 2 3 5 

74 71 11' 13 15 16 

95 93 2 2 3 :s 
60 57 19 20 21 23 

56 54 14 ~ 14 30 32 

Source: World DeveloEment·ReEortt 1985. 

Average Annual 
GrOW'th of labour 
··,,,force 
'65-73 '73-83 ~8o-2oc 

2.2 1.4 2.2 

1.0 1.9 2.1 

1.8 2.1 2.1 

-
1.6 2.3 2.5 

2.3 3.2 2.7 

2 .o 2.1 2.2 
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Table XIV 

India Pakistan Nepal Bangladesh Sri Lanka Totc;il 

Total 1981 1,104,000 450,000 25,000 77,000 16,425 
composition 
of armed 1982 1,104,000 478,000 25,000 77,000 16,425 
force in 

1983 1,126,000 478,000 25,000 81,300 16,560 

1984 1,120,000 478,000 25,000 8t;3oo 16,"560 

Total 1980 4,561 1,544 22 162 60 
expendi-
ture on 1982 5,278 2,201 36 240 67 
_anqy 
(in us 1983 6,776 1,981 39 240 77. 
$ M) 

in us 1980 7 19 2 2 4 
$per 

capita 1982 7 25 2 3 4 

1983 9 22 2 3 5 

% of 1980 21.5 24.0 5.4 19 .• 2 7.4 
Govern-
ment 1982 27.6 26.7 6.6 23.6 7.2 
spending 

1983 18.1 25.8 5.0 23.6 6.9 

~------------------------~------------------------------------~-----
GNl?/ 
GDP 

1980 

1983 

2.8 

3.4 

1.5 

6.9 2 .o 1.5 

-----------~-----------------~--------------------------~------~-----
Total value of import of 
major weapons to South 

·Asia in 

1983 

1984 

Compiled from: 1. Military Balance, 1980-8,3. 

2. SIPRI Year Book, 1985 • 

3 • Asia ~..J!ook, ·- 19 86. 

$966m 

$807m 



Table XV 

INTRA-REGIONAL TRADE IN SOtrlH 
ASIA., 1980 (Percentage) 

a : Exports; b: Imports 
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Countries Bangladesh India 
a · E a b 

Nepal ,., · Pakistan, sri Lanka· 
a b a b a b 

----------------
Bangladesh 1.6 1.9 -. 0.3 7.4 
India o:;.s 0.1* -' 0.9 O''G2* -
Nepal 6.8 0.1 45.1 67.t4 - 3;.7 

Pakistan 2.1 1.4 2.7 0.1 0.1 

Sri Lanka Oo4 0.1 3.3 4.8 3:.3 

1977-79. 

source: ESCAP, Economic and social survey of Asia 
and the Pacific, 1981. 

Table XVI 

INDIA'S TRADE WITH SO~ ASIAN 
COUNTRIES 

2e1 o~~3 

o~;6 1'.0 

0.1 0.4 -' 
1.5 

1';;5 -

a = exports; b = imports; c = Balance of Trade 

countries 

Bangladesh 

Nepal 

Sri Lanka 

Pakistan 

Maldives 

a 

52.57 

56.69 

88.53 

19.45 

1.59 

1978-79 
b 

1.80 

13.81 

5.10 

12'e80 

Neg 

* April-September 1979. 

c 

+50e77 

+42.88 

+83.43 

+ 6.65 

+ 1.59 

(value in rul?!es c'ore~ 
1979-80 -- I . . 1980-81 .. 

a b c a b c '., .·, 

98'.22 5.18 +93~04 58'~09 2.30 +55 .79 

63.42 15.22 +48.20 87~76 29.64 +58.12 

101.93 12 .08 +89 .14 89.14 31~52 +57.62 

8.so 24.59 -16'.09 0'.82 84.33 -83.51 

0 .55* 0 .01*+ 0'.54 - -
' 

source: Ministx.y of Corrmerce, Government of India,. Anil Raj, 
"Cooperation in South Asia", Einancial EePress (Bombqy), 
16 August 1982. 
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