Chapter 6

CONCLUSION

Twenty years have passed since SAARC was established. Twelve
Summits and much number of meetings later, but the concrete
results achieved for the advancement and well-being of the people
of the region have been rather modest. Future generations will
probably find it difficult to understand why their South Asian
forefathers, constituting more than one fourth of mankind, blessed
with great cultural affinities and economic complementarities and
facing the same problems, failed so comprehensively and for so long
to unite in order to create a better quality of life for their peoples.

In most other parts of the world, regionalisation has been accepted
as the fastest route to prosperity, for promoting collective interests,
ensuring protection against the negative fall-out of globalisation,
and enhancing security through intra-regional interdependent
relationships. Within SAARC, there has been little progress even
in respect of intra-regional trade, which accounts for barely 5% as
compared to 62% for the EU and 55% for NAFTA. No wonder
that as a region we count for so little in the world: less than 1% of
the share of global trade, just 1.5% of the World Gross Product,
and even we count 450 million among the world’s poorest people
and 50% of the world’s illiterates within our seven nations.

Many reasons exist for the uneven progress of SAARC: most
have to do with intra-regional political tensions, and most involve
India; the chronic tension, occasional conflict, and perennial absence
of trust between India and Pakistan; the periodic hiccups in relations
between India and her other neighbours — Sri Lanka, Nepal and
Bangladesh; and so on.

India as the largest country with boundaries with all the other
member states without doubt bears a disproportionate respon-
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sibility for the success or failure of SAARC as compared with the
others: it is condemned to be both the necessary engine as well as
the likely obstacle in the fulfilment of SAARC’s potential.

It must be said that except for occasional aberrations under
particular Prime Ministers; India has been traditionally suspicious
and/or lukewarm about SAARC. Quite apart from the environment
of bilateral relations with Pakistan or one or other neighbour, there
has been an underlying conviction within a substantial section of
New Delhi’s political and bureaucratic elite that SAARC bestows
an undeserved sense of equality to its smaller neighbours, an
opportunity for gauging up to the detriment of India’s interests,
that India can prosper more easily if it is not shackled to its
immediate neighbourhood. It must be said that its neighbours for
their part have often by their conduct only reinforced the logic of
India’s reservations; but at the end of the day it was India which
could have demonstrated its self-confidence and commitment to
the long term goals of SAARC despite the passing distractions in
its vicinity, and thereby sustained a certain positive momentum
of co-operation through good times and bad, but this has rarely
happened.

SAARC was established in 1985 with neither a sincere, collective
and grand vision, nor a strong political will among its member
states to subsume short term nationalist objectives for the long term
national and regional good. “It was a top-down concept, foisted
on us without any preparation” is the common sentiment certainly
of former Indian diplomats. There was no South Asian Robert
Schuman to boldly declare a major project which would bind the
destinies of peoples across borders, taking advantage of economic
complementarities and disciplining self-destructive nationalistic
ambitions. Instead of building on interdependence as the solid
basis for creating peace, security and prosperity, the emphasis for
the first several years was on co-operation of a technical nature in a
host of areas — agriculture, education, meteorology, communication.
This may have been well-intentioned and useful, but hardly likely
to inspire the political and civil society elite of the region or be the
basis for the Association to take off. The emphasis on a social
agenda, poverty alleviation, free trade area, etc. came much later: by
then SAARC had acquired a reputation of being a non-performing
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entity even in the technical areas entrusted to it and lost much of
its credibility.

There have been occasional Summits which have been declared
successful and resulted in high sounding commitments; if no
explanation is demanded from the governments as to why these
commitments were not fulfilled, it is probably because they lacked
credibility in the first place.

The political leaders who attend or postpone summits year after
year, and their diplomats and bureaucrats who toast each other
after every “successful” meeting, have only to analyse the statistical
data on South Asia’s performance in human development as
compared to the rest of the world, on the burgeoning pavement-
dwelling populace of South Asian cities, or the unemployed rural
youth joining the ranks of insurgency movements and terrorist
outfits, to realise how little these pious declarations have impacted
on the real problems faced by people in the region.

An encouraging recent development in this regard is that people
of South Asia are progressively learning the art of influencing
government policy. The hopes for lasting peace between India
and Pakistan lie as much with the present leadership of the two
countries as with the people on both sides of the border, who
might actually “make borders irrelevant” and thereby insulate the
peace process from political vicissitudes. Similarly, the internal
problems of Sri Lanka and Nepal will probably be resolved once
the civil society consensus in each country on how to end them
reaches a critical mass.

What is clear is that unless the pressing internal problems as
well as key bilateral irritants which pollute the political environment
are meaningfully addressed, SAARC will keep running into
obstacles. An empowered and alert civil society alone can help
the governments of the day on both counts. A key challenge for
making SAARC achieve its potential is thus to move beyond
governments and get civil society involved, enthused, motivated
and focused. Indeed, it is civil society alone which can objectively
monitor the implementation of commitments made at SAARC
meetings and hold governments accountable for failures to honour
them.
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A major effort needs to be made to promote projects which
strengthen strategic interdependence. Infrastructure, harnessing
water resources in an integrated and transparent manner, energy
security are examples of sectors in this regard. It is heartening to
note that the SAARC has recognised the importance of co-operation
on energy. This is one area where the logic of economic comple-
mentarity is truly compelling and the need to address it really
urgent. The vision articulated by India’s Minister for Petroleum
and Natural Gas, of an Asian Gas Grid with a network of gas
pipelines criss-crossing SAARC countries and making them energy
hubs for the whole of Asia, is surely worthy of study and imple-
mentation once the feasibility is established for specific projects.

The business community must get into the driver’s seat instead
of following the lead of the government. For some reason, despite
economic reforms everywhere representatives of trade and industry
act as if they are less than free to trade and invest where they please.
This must end: politicians increasingly depend on businessmen
for their survival, not the other way round. The de-politicisation
of economic activity is a sine qua non for economic growth, and
indeed greater regional security, through cross-border projects.

India’s neighbours must realise that India is their opportunity.
It has one of the most dynamic and fastest growing economies in
the world, is already an acknowledged leader in IT, pharmaceutical
and knowledge based industries, and sits at the same table as the
major powers in forums such as G-8. Its developing strategic link-
ages with the US, China, Japan, EU in addition to the traditional
ties with Russia are potential windows for SAARC as well. Passing
irritants should not be allowed to come in the way of co-operation,
taking advantage of the size of India’s market and its rise as an
economic power.

There are huge intra-SAARC trade and investment opportu-
nities involving India which should ease the traditioral over-
dependence of the region on developed nations. It would be fatal
to ignore the tides of opportunity offered by simple proximity to
India. SAARC will succeed if India’s neighbours recognise that
India will be its engine and economic driving force.

Now a days SAARC has become a focal point of attention and
discussions. Powerful and prosperous countries are also showing
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their interest to be associated with SAARC. The reasons behind
this is not far to seek. More than one fourth of the total population
of the world live here signifying a huge market that means a huge
scope for trade. If China, as neighbouring country, is accommo-
dated within the fold of SAARC, it will constitute a stupendous
market of about two billion people i.e., half of the world’s total
populace. There is no denying that trade is a vehicle for prosperity.
Prosperity, in its turn, will carry with it international peace, har-
mony and tranquillity.

India around which the other SAARC countries revolve is the
main player in the region. As major player it has to face multi-
faceted and multi-dimensional problems, such as:

« to contain USA’s unlimited political and business expec-
tations in the region vis-a-vis accommodation of USA’s
interest in the region;

+ to put China’s political, economic or strategic influence on
the SAARC members at a reasonable limit;

+ to normalise India’s economic, political and business rela-
tionship with Pakistan and maintain it to a sustainable limit.

Unfortunately, in this region economic interest is considered
to be subservient to political interest. If the objective is to achieve
economic development, economic interest is to be exalted over
other interests including political.

The world as a whole is eagerly awaiting to see how India, as a
major player, is tackling the above issues. Striking a critical balance
between the conflicting interests of different nations in SAARC
will be the determining factor for India’s future in the region.
Any amount of carelessness may dislodge its leadership and pave
the way for foreign dominance in the region especially for USA to
harvest its interest creating rivalry among China, India and Pakistan
thereby reducing the concept of SAARC into a ridiculous one.
India, therefore, should play a vital, important and respectable
role along with its neighbours so that SAARC can attain success.

As has been noted earlier, India has the heavy responsibility of
carrying along its neighbours in an environment of trust and
confidence, even if it means occasionally having to “stoop to
conquer.” This means being generous to smaller neighbours, being
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helpful without being intrusive, going the extra mile in accommo-
dating others’ sensitivities, and avoiding double standards on issues
like democracy and insurgencies. A de-emphasis on bilateralism as
the route to resolve all issues might also help. Greater transparency
when it offers aid might help discerning cross-border fears that it
has a self-serving agenda even when it is being generous.

Finally, a more credible long-term commitment to SAARC and
sub-regional co-operation is called for. Thus, a change of mindsets
both on the part of India as well as its smaller neighbours is a must
if SAARC is to have a new life. The role of the media either in the
making or unmaking of SAARC must be recognised, especially if
we are agreed that SAARC will be successful only if it is under-
pinned by public awareness and support. The contribution made
by SAFTA in this regard deserves to be appreciated and supple-
mented at the institutional as well as individual level through
structured understandings within the SAARC media.

Although it is thought that SAARC has a bleak future, in reality
it can survive and help in the development of all its member
countries. Numerous trade opportunities are prevailing between
the member countries. This is apparent from the foreign powers’
immense interest in the region. It is the policy makers who need
to have a proactive approach and look at the long term benefits of
the nations in SAARC. If the trade opportunities are exploited for
mutual benefit then SAARC can be a success, resulting in high
economic integration among its member countries. But at the.same
time the larger more developed nations of SAARC need to be
wary of the “observers” of SAARC and ensure that their influence
in the trading bloc is monitored so that the welfare of the bloc is
not compromised with.

6.1 RECOMMENDATIONS: MAKING SAFTA A SUCCESS

To help ensure that the SAFTA agreement is beneficial, the following
steps are recommended in finalising it:

+ Minimise negative lists and provide a schedule for phasing
them out. This will satisfy the WTO’s “substantial trade”
requirement of Article XXIV, the provision governing the
establishment of WTO-compatible regional trade arrange-
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ments. Major export items from one country should not be
listed on the sensitive list of another country.

« Simplify rules of origin so they are transparent and at least
equivalent to the rules of bilateral agreements. Among existing
bilateral agreements, the “best” rules will need to be agreed
for SAFTA.

+ India must take the lead in making significant tariff cuts.
India’s dominance in the region cannot be overstated, and
market access commitments by India will largely determine
how significant SAFTA’s potential is for the smaller econo-
mies in the region.

« Provide for a trade facilitation process that harmonises stan-
dards, streamlines customs procedures, expedites banking
procedures, and deals with other procedural or administrative
barriers to regional commerce. Trade facilitation measures
will help cut transaction costs, especially for small and
medium enterprises and the poor.

« Remove constraints on the movement of Capital to encour-
age regional and global investment.

Make available technical co-operation and assistance for LDCs
to enhance infrastructure, technology, and human capacity.
Given proper commitments from developing countries, a
country such as Maldives will benefit from such assistance.

Encourage countries that stand to lose revenue to undertake
fiscal reforms and examine other forms of taxation, such as
direct or consumption taxes, to compensate for possible
revenue losses.

Discourage antidumping and counter-veiling actions, which
impede trade and undercut the benefits of free trade.

Minimise visa restrictions to permit free movement of people
in the region. Maldives and Sri Lanka already provide visas on
arrival to tourists from SAARC countries. Address co-opera-
tion in the services sector to facilitate trade and investment
flows in the region.

If the SAFTA agreement is to succeed, all these issues must be
addressed with firm commitment and measures implemented
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according to some sort of schedule. In addition, unilateral liber-
alisation in trade in goods and services should be encouraged to
minimise negative effects such as trade diversion.

When the heads of seven SAARC member countries signed the
SAFTA framework agreement in January 2004, they signalled their
determination to achieve regional economic integration. Frustrated
by the lack of progress since then, however, some countries are
exploring alternatives. For its part, in June 2005 Sri Lanka and
Pakistan began implementing a free trade agreement, the first of its
kind for Pakistan. Does SAFTA make economic sense for Sri Lanka?
Yes, if doing so leads to deeper trade and investment liberalisation
and sound trade facilitation measures. But for Maldives, with almost
no raw materials or natural resources, few human resources, and a
very narrow tax base, SAFTA will not be of much help, especially
if rules of origin are cumbersome and inflexible and no technical
assistance is provided. Maldives also needs to address revenue
needs internally because financial compensation for revenues lost
as a result of tariff reductions under SAFTA is unlikely.

If SAFTA is to succeed, trade liberalisation and facilitation must
occur in tandem with depth of tariff cuts, rules of origin, non-tariff
barriers, para-tariffs, and harmonisation of standards, customs pro-
cedures, and banking procedures. In addition, issues involving
facilities for every mode of transport — air, sea or land — and the
needs of landlocked countries for transit facilities should be
addressed. Moreover, sensitive lists need to be smaller and phased
out according to a schedule and rules of origin need to be simple
and minimal. At the same time, all countries must carry out fiscal,
monetary and trade reforms to facilitate regional integration.
Regional agreements such as the SAFTA agreement can benefit
member countries so long as the countries undertake trade reforms
to avoid trade diversion. Maldives, for example, will benefit when
its two biggest trading partners reduce barriers. Sri Lanka will
benefit to the extent that SAFTA holds more promise than existing
bilateral agreements with India and Pakistan. Regional co-operation
holds great promise for tourism in particular, an industry important
to both Sri Lanka and Maldives.

Several areas can be considered in which unilateral trade liber-
alisation and actions within the multilateral context remain critically
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important and where possibilities of co-operation may exist.! Of
course, in many cases, detailed and careful studies may be required
before a final decision is made. Among the areas are:

« Unilateral and Multilateral Liberalisation.

» Trade Facilitation.

« Harmonisation of Standards and Policies.

Meeting the Sanitary and Phytosanitary (SPS) Standards in
the Third Markets.

» Trade in Services.

o Infrastructure Co-operation.

6.1.1 Unilateral and Multilateral Trade Liberalisation

It is critical that the member nations continue to liberalise their
external trade barriers both on a unilateral basis and within the
multilateral context. As long as the external trade barriers of the
nations are high, the risk of trade diversion effects dominating
within the SAFTA remains serious. In this respect, the region must
avoid repeating the mistake committed by the counttries in Latin
America. These countries effectively abandoned their unilateral
trade liberalisation programmes once they began moving on the
bilateral track. The external trade barriers in South Asia being
substantially higher than in Latin Ame'rica,'the cour.1tr1es'm Fhe
region can hardly afford to freeze their unilateral 1'1berallsatxon
programmes. In the same vein, the focus on the regional m.arket
should not divert attention from the much larger extra-regional
markets. This means active promotion of the multilateral negotia-
tions since they will help open further the larger rich country

markets.

6.1.2 Trade Facilitation

The region may also consider taking advantage of.the. instru-
mentality of SAFTA/SAARC in the area of trade facihtatlop. The
cost of doing business through formal channels in the region is
higher than through informal channels. While there are reasons

1 Asian Development Bank, 2004, World Bank, 2005.
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to be skeptical of this very strong conclusion, it certainly points to
very high costs of trading via the formal channels. Such costs are
especially bothersome because unlike tariffs they do not even
generate any revenue. The countries in the region could co-operate
on bringing down the costs of trade. This will also generate positive
externalities for trade costs with extra-union partners. Trade facili-
tation has also been included in the Doha Round negotiations. To
the extent that the concerns of the SAFTA countries in this area
may be similar, there may be benefits to result from consultation
and co-operation and, if necessary, development of joint positions.
Given that the region’s outside trade is going to be expanding
rapidly in the forthcoming years, the importance of precisely what
Is negotiated on trade facilitation as a part of the Doha Round can
hardly be underestimated. Finally, there may also be room for the
SAFTA/SAARC instrumentality to be used for co-operation with
the Asia Pacific Economic Co-operation (APEC) forum, which has
a substantial programme of trade facilitation as well.

6.1.3 Harmonisation of Standards and Policies

The third area in which suggestions have been made for regional
co-operation concerns harmonisation of standards and policies.
SAFTA itself lists banking practices as a target area for harmoni-
sation. Of course, if the region were to turn itself into a customs
union, which is the first important step towards creating a single
market, there would be a strong case for such harmonisation in
areas such as competition policy, anti-dumping procedures and
product standards and, preferably, towards practices that give
due consideration to the interests of consumers. The case for
harmonisation is much weaker, however, within the context of a
free trade area. As such, while only further study of this subject
can resolve more conclusively whether harmonisation should be
a major subject within the SAFTA framework, our preliminary view
is pessimistic. Unless we are dealing with a truly single market, it
is not clear why Bangladesh and Sri Lanka should harmonise their
policies with those of India rather than more significant trading
partners even if they do not have free trade area arrangements
with the latter. It may make more sense for the countries to go for
the international “best practices” based on their income levels such
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that they facilitate both intra-regional and extra regional trade.
Of course, to a large degree, the move to the international best
practices itself may result in a considerable harmonisation.

6.1.4 Product Safety and Quality Standards

The fourth area in which co-operation is worth serious consid-
eration is how best to meet the product standards, especially in
agriculture, in the rich country markets. With the mount?ng
pressure on the rich countries to eliminate agricultural protection
and subsidies, they are likely to increasingly adopt more 1'igor0L}s
Sanitary and Phytosanitary (SPS) standards to protect domegtm
producers against foreign competition. If the countries in the region
are to take advantage of the eventual decline in the subsides and
tariffs on agricultural imports in the rich countries, they will need
to develop expertise in how best to satisfy that SPS measures as
also how best to challenge them in the WTO if they happen to be
imposed with protectionist intent and without sufficient health
and safety justification. Given the commonality of interests, there
are possible synergies among the SAARC members in this area.

6.1.5 Trade in Services

The fifth area of co-operation is trade in services. To-date, SAARC
initiatives in the service sector have been limited to consultations
related to the tourism sector and recommendations to regularise
the informal labour movement on the basis of regional norms and
mechanisms and evolving rules and procedures for particularly
health and education. Yet, given that the restrictions on trade in
services are more akin to quantitative barriers, the likelihood of
trade diversion in them is lower than in goods. Moreover, it may
be easier to use the instrumentality of regional opening to open
the market widely to all trading partners in the area of services.
As such, it may be worthwhile to study carefully the implications
of the inclusion of services into the SAFTA agenda more centrally.
Opportunities for mutually beneficial trade may exist, for example,
in the IT in which India is emerging as a leading exporter. Likewise,
there may be room for joint projects across borders in areas such
as education and health.
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6.1.6 Co-operation in Infrastructure

The final area of co-operation is infrastructure. There can be issues
of road and railway construction, building of bridges and telecom-
munication development in which the countries in the region
have common interest. Of course, the SAFTA is neither necessary
nor sufficient for such co-operation but may play a facilitating role.
It should be remembered, however, that such co-operative projects
should be subject to proper cost-benefit analysis since their oppor-
tunity cost is the alternative project forgone. Preferential trade
already tilts the balance in favour of intra-regional trade and there
is no reason to add to that bias by building intra-regional transport
and communications links at the cost of extra-regional links without
a carefully analysis.

The region should avoid substituting intra-regional trade liber-
alisation for extra-regional liberalisation. The countries need to
stay the course on their unilateral and multilateral liberalisation.
Such a caution should be taken seriously: in the countries in Latin
America that have gone whole hog for preferential liberalisation,
unilateral liberalisation has come to a standstill. Mexico, Brazil
and Argentina have essentially suspended their unilateral trade
liberalisation programmes in the past several years either because
of protectionist pressures or in the hope that this will allow them
to forge more preferential trade arrangements. South Asia by itself
is too small a region for which to sacrifice external liberalisation.

In sum, regional economic co-operation in South Asia is likely
to be complex and gradual, requiring the commitment and perse-
verance of all SAARC member countries. If the will for integration
is present then it is possible to overcome political sentiments and
other obstacles to work towards a harmonious existence and long
term economic development of the region as a whole.

But as we see it today, the countries of India, Pakistan and Sri
Lanka (the more developed of the SAARC nations), who were
supposed to be reducing their tariffs by the rate of 5% per year
has not been reacting much.2 Pakistan declared that it would not
reduce barriers for India till the various conflicts with India are
settled. India on the other hands seems to be too protective of its

2 The Daily Ittefa, July 7, 2006,
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industries by the tariffs imposed on the Bangladeshi fish, saris,
leather and ceramic products and the antidumping duties have
almost wiped out the trade of the dry cell batteries among other
products. India has kept two sensitive lists, one for Pakistan and
Sri Lanka with 865 items and another for other member states
with 744 items. Such myopic view of the developed nations is
uncalled for as the developing ones look on helplessly. The vast
potentials of trade within 2010 seem bleak with the immature
attitudes of the developed partners. And this is what needs to be
looked into. Both the developed nations should look beyond the
political conflicts and understand the broader picture where trade
and exchange of resources within the different regions will be
beneficial for the entire region as a whole.

In this era of globalisation, there is no substitute for regional
co-operation and creation of a free trade area lies at the core of
such co-operation. As other regional organisations have shown,
SAARC will only succeed if all the member countries forsake their
national interest for the greater benefit of the region. SAFTA will
beneficial to the entire region only when all its provisions will be
implemented in letter and spirit. Afterall the regional economic
integration is a comprehensive package and as such no interest
should be overlooked or considered in isolation.

6.2 AGENDA FOR THE FUTURE OF SAARC

The future of SAARC lies mainly in the hands of its bigger influ-
ential members and the political whims of the member countries.
The ground paper work for the free trade area has been set. It is
up to the intentions of the countries involved in SAARC which
has to be worked with now. The policy makers need to overcome
their political sentiments and look at the economic benefits which
come along with the success of SAARC. Hence the future agenda
for the SAARC would be to identify opportunities in trade and
get the business and legal community involved “hands on” to
establish trade links with their neighbours. The obstacles to trade
need to be dealt with by the governments.

If the free trade area actually comes into existence in the real
world, the member countries will be able to reap enormous benefits
from trade as SAARC will act unanimously to establish trade with
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other trading areas of the world. Then the agenda would be to
further establish ties with the neighbouring countries and look to
forrp a common currency like the European Union has done. But
it still seems like a far fetched idea. For a common currency to be
set a lot of economic factors have to be taken into consideration
But for now we can concentrate efforts on the bonding of tradin :
relations with the member countries and removing the obstacle%
to trade. Here India will have to play a crucial pioneering role to
Initiate trade by helping to lower the hindrances. The India-Pakistan
trade disputes need to be settled as soon as possible although
they have been postponed till the next summit in Delhi. The agenga
for implementation of the SAFTA is already going behind schedule
and if the disputes between the two most powerful nations of the
SAARC cannot be solved then the smaller developing ones will
not be able to do much in this respect.

The monitoring of the “observers” of SAARC also nieeds to be
done very carefully. With the entry of the USA, China, Japan, EU
and Korea as observer to SAARC, it is evident that these nat:ions
are not here only to oversee the activities of SAARC. Behind their
involvement lies a motive far stronger. May be SAARC will be
used as a pawn in the competition for supremacy in the region
Maybe the member countries in SAARC will be exploited to servé
the political interests of the super powers. The answers might
shock the very existence of SAARC. But how SAARC stays unifgi;ed
to ‘control. the powers of these observers is questionable. Without
being unified and strongly integrated, the wellbeing of SAARC
may be overlooked while the member countries may only be
exploited in the quagmire of power game of the world. g

6.3 AGENDA FOR FUTURE RESEARCH

The trade opportunities which India can avai] as a major player in
SAARC has been highlighted in this research study. So far India
has bee.n ignoring most of these opportunities. Hence trade within
the reglon remained weak. Future research can be conducted on
the politics of SAARC which in itself is a true barrier to the trade of
the region. If the political motives of the greater economic powers
and the sentiments underlying the endless tensions in the region
are studied in greater details maybe we can come to the source of
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sonflicts. Different governments have come to rule over each
these 5 A ARC countries over time. But their initiatives to enhance
of the /oy development of the region remained placid. What were
trade 't causes for such attitudes? Why does India not come out
the ro plop the region for its own benefits? These are the questions
to de¥’heed to be answered. If the politics in the SAARC is under-
which aybe the policy makers can then appreciate their deficiencies
stood ! 51" for ways to overcome them. Hence understanding the
and 195 of the region can be the agenda for future research.

pomlcfther agenda can be to look into the interests of the observers
. AN A ARC and their motives behind the position. For a region
in the %5 seen very little development as a trading bloc, becoming
that h nly popular is something that needs to be further researched
§uddef nderstanding the observers roles need to be looked into to
IS - /€ their future course of actions in the trading bloc.

percel
JALISTIC FUTURE DIMENSIONS OF SAARC

RE
holds immense potentials in trade for all its member
SAARYes In the presence of the various hindrances, these poten-
countf ot oyvershadowed. A detailed analysis of the hindrances
tials &'»d in this report shows that they can be dealt with if the
outlin®, ver for co-operation is present. Even if all the member
will p ~des do realise their benefits in free intra-regional trade, they
count’”, have the economic power to go ahead unaided. This is
do no% 1hdia’s role is highlighted. India as the largest economic
where‘ in the region has to come out of the “big brother” attitude
POWEL nhcentrate on efforts to enhance trade in the region. Without
and co peration, trade will not be able to progress much.
1S CO-% 1 dia’s stand in this situation is somewhat different. It is
BPf% towards the west for its economic development. What it
looking e jse is the fact that if it does open up and encourage trade
fails to s neighbours, then it would be to its own gain. If India’s
with if% Jttitude prevails in the long run then the other member
CUITEN Yies of SAARC will look elsewhere for their economic devel-
countrst Hence the entire concept of SAARC will fail and such an
opmerr;ﬂe can be seen in the near horizon.
outco M, EU and Korea have been granted the observer status in the

SAXIS{ &Z China and Japan have already been given such a status.
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This shows that these countries and trading blocs do realise the
potentials the region holds as a future market as well as production
zone. The potentials in growth of the region as a whole are immense
as has been outlined in the report. If the SAARC does succeed in
being united then it would be a very strong trading zone. But the
question remains whether the member countries realise this fact
themselves, especially India. The expensive and time consuming
meetings of the SAARC ministers are being held ever so often.
Many promises are made, only to be forgotten in the numerous
pages of a report. The implementations of plans are pushed further
down the time horizon as has been done recently by India and
Pakistan for opening up trade. The interest of the USA in SAARC
needs to be further studied. Now it seems that the entire concept
of SAARC is just a facade to deceive the members of their much
needed economic development. But who is gaining from this
pretense of co-operation? Not the member countries at least. With
the rise in the number of observers in SAARGC, it seems that we can
expect the member countries to be pawned in the chess game of
political supremacy in the world. India’s role is now crucial as it is
in the delicate position of balancing its relationships with the world
and the SAARC. How the region tries to control the influence of
the larger superpowers will depend a lot on the India-Pakistan
relations and how they let themselves be used by the USA. It is high
time that the policy makers realise the potentials of the SAARC
region and try to protect them for their own wellbeing and prevent
being exploited by the larger superpowers of the world.

Looking realistically down the future, we can assume that with
matters going on at the current pace, SAARC might not be able to
exist and the numerous memorandums and promises made will
be restricted to the pages of the SAARC Ministry and vanished
into the limbo of oblivion.

Keeping itself closer to two super-power Russia and China,
India is very optimistic about the prospect of BRIC which can be
a ladder to ascend India as a permanent member of UN Security
Council. These sorts of sanguine initiatives have made India more
reluctant about SAARC as well as the neighbouring countries.
However, if India is to play the role it aspires to in the world
beyond it must carry the region with it. It includes the goal of a
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permanent seat in the Security Council of the United Nations, for
opposition to all aspirants in this regard — Germany, Japan, Brazil
and South Africa to be coming from their neighbours.

It is common phenomenon in international relations that a small
neighbour had to live under fear when its large neighbour has
‘expansionist’ policy and there are unresolved and complicating
factors in their relations. This is particularly true in the case of
South Asia as India continuously shows her hegemeonic flavour
towards her small. Bhutan and Nepal are continuously living under
this threat of becoming next Sikkim and bilateral disputes are espe-
cially acute with each and every country at any given. To some
extent India also sees SAARC as a forum for ganging up to with-
stand Indian hegemonic pressures, which is just an illusion.
To create a sense of ‘easiness” among her neighbour, the former
Indian Prime Minister 1 K. Gujral adopted a doctrine called ‘Gujral
Doctrine” as a tool of conflict management in the region. The
Gujral Doctrine is a set of five principles to guide the conduct of
foreign relations with India’s immediate neighbours as spelt out
by LK. Gujral, first as India’s Foreign Minister and later as the Prime
Minister. Among other factors, these five principles arise from the
belief that India’s stature and strength cannot be divorced from the
quality of its relations with its neighbours. It, thus, recognises the
supreme importance of friendly, cordial relations with neighbours.
These principles are: first, with neighbours like Bangladesh, Bhutan,
Maldives, Nepal and Sri Lanka, India does not ask for reciprocity,
but gives and accommodates what it can in good faith and trust;
second, no South Asian country should allow its territory to be
used against the interest of another country of the region; third,
no country should interfere in the internal affairs of another; fourth,
all South Asian countries must respect each other’s territorial
integrity and sovereignty; and, finally, they should settle all their
disputes through peaceful bilateral negotiations.

Former Indian Prime Minister LK. Gujral in his book (A Foreign
Policy of India: 1998) writes: "The Gujral doctrine, if I may call it so,
states that, with neighbours like Bangladesh, Bhutan, Maldives,
Nepal and Sri Lanka, we do not ask for reciprocity but give what
we can in good faith." (It is noted that Pakistan is excluded in the
list of countries). But in reality it has never been applied or
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discussed at the policy level. Indian bureaucrats were
Amartya Sen asserts that this debate between
and consequence is as valid now as then. Indeed

about the idea. Also once Gujral was out of

went with him.
considerations on both sides of a debate that mu

policy in the region. India must be the elder
with a special responsibility. It must not onl

phical capacity of the Indian psyche to be able to ob
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heart. It is as simple, or as difficult, as that.
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