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Regional Trade Liberalisation under SAPTA
and India’s Trade Linkages with South Asa:

An Ermpirical Assessment

|. Introduction

The twin forces of multilaterdism and regionalism have brought radicd trade liberdisation
across the world during the 1990s.  The Multilateralism has made a mgjor stride with the successful
concluson of the Uruguay Round of Trade Negotiaions and the beginning of the ‘Millennium
Round’. The renewed faith in multilaterdism, has in no way undermined the process of regiondism,
which isin its second phase.

The persistence of globad asymmetries have strengthened the process of regiondism in
different parts of the world. The inclusion of several issues, which were not initidly part of the trade
issue in the WTO, such as IPR, labour standard, environment, TRIPS, etc. have further denigrated the
rdevance of multilaterdism as a source of enhancing nationd, regiond and globad wefae. The
industrialised countries have taken recourse to regionaism in a bid to keep their market intact. At
present more than 60 per cent of the globa trade is channdlised through bilatera and Regiond
Trading Arrangements (RTAS). In the process, the devel oping world was getting marginalised.

Much before the emergence of so-cdled ‘second wave of liberdisation’, the South Asian
countries have redised that the long term interest of the courtries in the region lies in the formation of
a regiona economic grouping. Exactly after a decade from the inception of the South Asan
Asxociation for Regiond Cooperation (SAARC), the firgt phase of a preferentid trading arrangement
(SAPTA) was launched. The South Asian countries have increasingly redised that export-led growth
may not be a feasible proposition, consdering the redtrictive gpproach to trade by developed countries
(Chaturvedi and Nagpa, 2003; and Mohanty and Manoharan, 2002). A regiond trading forum among
South Asian countries would improve their trade prospects within the region itself. The achievements
of the regiona process in South Asa with respect to trade have been remarkable. Since end of 1995,
four Rounds of SAPTA Negoatiation are completed. The SAPTA-IV is jus completed and Customs
Noatifications are to be issued by individud countries for its implementation. Since 1997, attempts
have been made to clear the deck for the smooth transition of the region from SAPTA to SAFTA by
2001. Owing to geo-politicd dtuation in the region, the ambitious target of SAFTA implementation
has been deferred to 2003.

Various dudies have indicated that the SAPTA process is not very effective as compared to
other RTAs like ASEAN, MERCOSUR, ANDEAN, CARICOM, ec,, in augmenting intraregiond

" This paper was prepared at the request of the United Nations (ESCAP). It is a part of a larger study, hitiated
by the ESCAP, to undersand the functioning and depth of Regiond Integration Arrangements (RIAS) in
different parts of Asa and Pacific. The preliminary findings of the study were presented in ‘the ESCAP Expert
Group Medting on Regiond Trading Agreements in Asa and Pecific’, on 30-31 January 2003 in
Bangkok. Thisis arevised paper based on comments received in the Mesting.

** The author is thankful to Dr. Nagesh Kumar, Mr. Harish lyer, Dr. Sachin Chaturvedi and Dr. Sakat Sinha
Roy for their ingghtful comments and suggestions.



trade to a respectable levd (Wadhva, 1996 and Bhuyan, 1996, RIS, 2002). The implications of
different Rounds of SAPTA for individuad member countries are different. For number of countries
bilaerd concessiond trade is much higher than the non-concessiona trade based on present level of
trade. Of course it is not so for large partners in the region. There are various reasons for the poor
performance of the SAPTA process. It may be noted that the regiond countries are undergoing trade
liberdisation as a part of their multilateral commitments dong with the SAPTA process as well as
domestic economic reforms in the 1990s.  With trade liberaisation taking place across the world on
account of multilateral trade negotiations, concessions offered under SAPTA became very meeger and
less attractive. The series of global economic shocks in the form of East Adan crisis, September 11
terrorist attack on the US, volatility of US dallar, uncertainties in globa crude oil prices, etc. have
adversdy affected the dability of regiona currencies. The depreciation of regiona currencies has
outweighed the concessions provided under different Rounds of SAPTA. Besdes, palitical factors in
the region played their criticd role in diluting the relevance of SAPTA processin the region.

Nevertheless, there are strong and positive developments in the region as well.  These factors
may be effective in drengthening economic ties between the member countries.  The regiond
countries are strongly pursuing the implementation of SAFTA in the region. Simultaneoudy the
policy of Bilaerd Free Trade Agreements is teking momentum in the region. Following the
successful implementation of Indids bilateral FTA with Nepal, Bhutan and Sri Lanka, other regiond
partners are adso pursuing smilar kind of arrangements. Pekistan and Sri Lanka are likely to sgn a
FTA in the near future. Bangladesh is adso actively engaged with both Pakistan and Sri Lanka to form
bilatera FTAs within a very short period. Now, Pakistan is dso showing its intention to forge a
bilaterd FTA with India on a reciprocd basis. Various other initiatives are in the process to make the
region a free trade zone in the near future. Furthermore, the region has large trade potentia to foster
intraregiond and intraindustry trade, despite the fact tha the regiona partners have many smilar
products to export to the rest of the world. Combining growing interest of the regional economies for
mutua cooperation and existing trade potentias, there are prospects for the region to grow in future.

Looking a the ground redities in the South Adan region, severa issues may be raised to
understand the future prospects of cooperation in the region. For instance, how efficient are regiond
and bilaterd initiatives in strengthening regiond trade? |s hilaterd trade imbaance a serious issue for
further trade liberdisation in the region? How effective is SAPTA in augmenting regiona trade? Do
these three Rounds of SAPTA differ in terms of their trade coverage in individua countries of the
region? How effective is the SAPTA process in addressing the specific trade concerns of LDCs?
What is the nature of products covered under the regiond trade liberdisation? Can there be a short
cut for bringing speedy liberdisation in the region? An attempt has been made to examine some of
these issues in the paper.

In order to examine the efficacy of various rounds of SAPTA, the study attempts to link the
contents in the regiona PTA with other trade related issues. This would, in fact, through light on the
prospects of trade liberalisation in the region. The scheme of the paper is as follows. Some of the
methodological issues are discussed in Section . The intraregiond trade flow is discussed in
Section 11l.  An overview of the convergence of products in different Rounds of SAPTA is presented
in Section 1V. The investment prospects of the region are discussed in Section V. The empirica
findings of the paper are analysed in Section V1. The last Section concludes the paper



[1. Intra-regional Trade

Mogt South Asian countries resorted to comprehensive economic reforms during the 1990s.
Besides, number of bilatera and regionad agreements were signed and implemented on a priority
bass. The switching of policy regime in these countries have sgnificantly contributed to outward
orientation of these economies as well as regions trade under the regiona process.

The present level of intraregiond trade is low, but it increased dgnificantly in the 1990s.
Trade within the region increased a a faster rate as compared to that of the world. Further intra:
regiond imports have been growing more rapidly than exports. However, the growth of regiond
trade is accompanied by high degree of ingtability (RIS, 2002).

Intraregiona trade performance of individua countries indicates that both exports and
imports grew significantly during the last decade as shown in Table 1. During the period 1990-2000,
regiona trade of most of South Asan countries have made four-fold increase. The results indicate
that there was a down turn in the trade activities of the region in 1991 and 1999. Except for Maldives,
other countries faced marginad st back either in their exports or imports or both during these years.
However, in the later haf of the 1990s, regiond trade has not only been increasing but aso becoming
highly voldile. The ingtability in regiond trade has an adverse impact on the regiond trade baance.

The region has witnessed perpetua intraregiona trade deficit during the period. The trade
deficit of the region increased between four to ten times during the period 1990-2000.

During the last decade, India continued to have favourable trade baance with the region.
Pakistan dso enjoyed the similar status except for a few years in the late 1990s as shown in Table 1.
On the other hand, Bangladesh, Mddives, Nepd and Si Lanka have dgnificant leve of trade deficit
with the region. The nature of trade deficit in these countries is quite different from each other. In
cae of Mddives and Nepd, trade deficit with the region increased by around ten times during 1990-
2000, but their baseleve trade deficit was very low. In 1994, the level of trade deficit of Bangladesh
and Si Lanka was dmost smilar. During the latter haf of the 90s, S Lankas trade bdance
continued to remain unfavourable, but showed a declining trend during 1996-99. In 2000, it again
gtarted rising but the magnitude of trade deficit was much lower than that of 1996 leve.

On the other hand, the regiona trade deficit of Bangladesh more than doubled during the
same period. Exports from Bangladesh to the region conditutes about 2-3 per cent of its global
exports, and the corresponding figure for imports is between 7 to 17 per cent in the 90s as shown in
Table 2. The trade deficit of Bangladesh with the region congtitutes between 10 to 33 per cent of its
totd trade deficit with the world. The bilaterd trade performances of regional partners indicate that
Bangladesh has hilaterd trade imbadances with most of the regiond partners during the last decade.
In the mid-90s, Bangladesh had favourable trade with Nepd, but the trend is reversed in the laiter
years. As far as country’s trade baance with Sri Lanka is concerned, it was either balanced or
negative during the same period.

South Asa has become an important trade degtination of India. Exports from the country to
region congtitutes between 3 to 6 per cent of its globa exports, whereas import from the region is
relatively lower than exports. India has maintained favourable balance of trade with the whole of
South Asa The level of postive trade bdance is quite significant in case of Bangladesh and Sri
Lanka, and moderate with Nepa and Madives. However, Indids bilaterd trade baance remained
adverse with Bhutan. Up to 1994, India had podtive trade balance with Bhutan, but the trend
reversed in the subsequent years due to significant rise in Bhutanese exports to India. The trade



surplus with Bangladesh is however subject to fluctuations and that with Nepd increased by four
times between 1995 and 1996, largely due to its trade and trangit treaty with India  In the subsequent
years, the magnitude of trade imbaances with India Sarted receding.

Pakistan exported 3 to 5 per cent of its total exports to the South Asia and imported between 2
to 4 per cent of the total imports from the region in the last decade. The most important export
dedtinations of Pakigtan in the South Adian region are Bangladesh, Sri Lanka and India. These three
countries absorb about more than 95 per cent of country’s exports to the region. India's share in the
total imports of Pakistan from the region reached 72.4 per cent in 1996, and started declining to touch
the rock bottom of 42.8 per cent in 2000. The declining share of Pakistan's imports from India has
resulted in surge in Sri Lanka's exports to Pekistan in a significant manner. Pakistan continued to
maintain favourable trade with the region, except for that in 1996-99. In 2000, country’s adverse
trade baance with the region increased to more than 7 per cent of itstota trade deficit with the world.

S Lanka has been depending on the South Asian region more on imports than exports. The
regiona exports of Sri Lanka are about 2 to 4 per cent of its total exports. Though Sri Lanka s import
from the region is very high as compared to other non-LDCs of the region, country’s dependence on
the region has been gradudly dedlining in recent years. i Lanka's largest trading partner is India in
the region, and other important patners are Mddives, Pakistan, Bangladesh and Nepa. The
magnitude of country’s trade deficit with the region is much larger than that with globd trade in the
1990s. With the reduction of imports from the region, the trade imbaances with the region have
declined dgnificantly. The bilatera trade badance of the country remains favourable with Madives
and Bangladesh; and continues to be adverse with other South Asian countries in the region.

The economy of Madives is highly dependent on regiona trade. Its exports depend on the
region to the extent of 13 to 25 per cent of its global exports whereas dependence for imports varies
between 10 to 21 per cent in the 90s. The trade imbaance of the country is dmost proportionate to its
regiond trade.

The most important trading partner of Madives is S Lanka, and the trade deficit with the
country is increasing darmingly in recent years. With high dependence on India for its domestic
import requirements, trade deficit with India, is high in the late 1990s. Madive's trade with Pekistan
shows no significant improvements in the 1990s.

Nepd’'s dependence on South Asa has increesed subdtantidly following the Indo-Nepd
Trade and Trangt Treaty in 1996. The share of Nepd’s regiond exports to total export increased
from 9.3 per cent in 1995 to 36.5 per cent in 1998. Similarly the share of imports from the region
jumped up from 17.5 per cent in 1995 to 33.1 per cent in 2000. India is the largest regiond trading
partner of Nepd, and other important trade partners are Bangladesh and Sri Lanka. The surge of
economic ties with the region has widened its trade imbaances with the region. It has large adver se
trade balance with India With Bangladesh and Sri Lanka, the nature of trade balance varies from one
year to another.

Trade I mbalancelssue

Trade Imbaance between India and some of the regiond trade partners has been one of the
most contentious issues in the regiond process. It may be noted that India's export and import baskets
are highly diversified as compared to smdler partners of the region. Moreover, Indids scde of
production is high, partly due to its vast domestic market and partiadly to neet export requirements at
the globa level. Therefore, production and export bases of India, which are larger than other regiond



trade partners, are effectively used by the regiond countries to overcome their short term problems
concerning production nadequacies in their respective domestic economies. It may be noted that the
Nepdese economy was entangled with steep inflation following temporary closure of some of the
transt points after the expiry of the Indo-Nepa Trade and Transt Treety in the 1990s. Smilar
Stuation occurred in other neighbouring countries also. We bring home the point that the occurrence
of trade imbdances is a naturd phenomenon where the dependence on the larger countries is so much.
The stuation is smilar in case of South Africa as compared to other states in the SACU and SADC
regions. In the era of interdependent world, the domestic demand cannot be contained due to lack of
production, but, ‘basic and essentid imports are to be made either from the neighboring country or
from the rest of the world. In both the cases, the importing country is likely to have adverse trade
baance. During a completely free trade regime, the production deficient countries are likely to face
chronically trade imbalances. Attempts should be nade to augment exports to trade-surplus country to
reverse the trend of the trade baance. The trade surplus countries should dso devise some suitable
instruments to compensate the trade deficit countries and to support them in augmenting their export
capabilities.

However, the large country like India has its own requirements. It is primarily a trade deficit
country with respect to rest of the world. Consdering the level and varieties of import requirements,
the regional partners can take advantage from the large market in India particularly in commodity
trade. Even the demand for certain type of specidised services is very much required in India. The
regiond partners, particularly the trade deficit regional partners should tap such opportunities.

Indo-Bhutan trade rdaionship should be taken as a modd example for the regiond
cooperdtion in South Ada. It may be noted that Bhutan was chronicaly a trade deficit country with
India, where bilatera trade was taking place primarily in goods. The export basket of the country was
not only small but aso lacked supply capabilities. With the support of India, Bhutan developed its
hydro-electricity project and exported energy to India. At present, the Indo-Bhutan trade imbaance
problem is effectively addressed.

Very often, The trade imbaance problem at the regiond level remains unresolved because of
political interventions. For a long period, Bangladesh continued to have adverse bilaterd trade
badance with India In the 1990s, the hilaterd unfavourable baance of trade of Bangladesh had
declined substantidly due to surge of Urea export to India, which has a large demand for the product.
However, the politicd decison to hike the gas tariff in Bangladesh had resulted in making the sector
uncompetitive vis-a-vis other international supplies. India opted for switching of its source of supply
of urea and Bangladesh's hilaterd trade deficit went up again with India At present, a large gas
reserve is found in the eastern coast of India, which can meet India's large demand for gas. In this
changed stuation, Bangladesh may have to look for new products to gain wider market access in
India. .

[11. Methodology

The issues concerning regiona trade liberdisation are many, and to understand the ground
redities, there is a need for having varieties of databases and adoption of number of suitable
approaches. In this study we have attempted to examine intra-regiona trade over a period of time. In
the context of existing intraregiond trade, dtempt has been made to examine coverage and
effectiveness of each Round of SAPTA on individud member countries. With about 5550 products
subject to different levels of tariff and non-tariff concessons during different Rounds of SAPTA, an



atempt has been made to examine the nature of these concessond products under SAPTA. The
preparedness of the region to undertake future trade liberdisation is discussed in the light of existing
trade potentials of the region. Some of the issues outline above are discussed below.

Database

For examining intraregiond trade among SAARC member countries (SMCs), we have used
data provided by Direction of Trade Statistics (DoT), IMF. To trace the bilaterd and intraregiond
trade behaviour, we have used time series data for the period 1990-2000. The DoT does not report
data for Bhutan, and therefore, the contribution of the country to the regional trade is not directly
reported in the sudy. We have aso andysed the trade imbaance issue.

For data on tariff and NTB concessions, the information provided by the SAARC Secretariat
is ue. However, the SAARC Secretariat has not publicly notified the last Round.  While offering
tariff concessions, uniform level of commodity disaggregetion is not followed. After reviewing offers
of different countries in the first three Rounds, one can find that tariff cuts are offered between two to
eight digit HS level. For andysing the impact of the SAPTA process, we need data not only a 8digit
HS levd but dso on atime series basis.

It may be noted that different Rounds of SAPTA were sgned and implemented at different
points of time. In each time an exclusive set of commaodities are subject to tariff cut by each member
country. Trade in the region is often subject to year-to-year fluctuations, it is very often seen that a
product may be heavily traded in one year and may not be traded at dl in the other year. Similar
Stuation at the bilaterd leve is further precarious. We have to examine totd trade in each Round
country rather than concentrating on individual products. Therefore, to examine the effectiveness of
different rounds of SAPTA we need bilaterd time series data at 8-digit level for each member
country. Conddering the data requirement of the study and availability of consstent data, we have
taken India s data as atest case in the absence of detailed time series data for other regional partners.

We have taken India's export and import data for the period 1994/95-2000/01 at 8digit HS.
The country imported and exported as many as 7132 and 8171 products respectively at 8-digit during
the period mentioned above. While India relied on imports from 201 countries, it exported to 218
countries during this period.

Evaluating Effectiveness of Different Rounds of SAPTA

India's import and export data are used separately to examine effects of SAPTA on India

While dedling with Indid's imports, we try to identify the products which are imported by India from
the South Asian partners.  From these products, we separate countries on the bass of their status as
LDCs and non-LDCs. Then we try to identify products which are offered concessions in specific
round of SAPTA negotiation. India's import from each regiond country is further grouped into four
categories (i.e. imports of India in three different Rounds and trade in non-concessiona products).
We use “before and after” approact to examine the effectiveness of each round on India from the
specific supplying partner country.

Similarly in deding with export data of India, we sdlect dl Indids exports to South Asian
Countries. We take each country’s Nationa Concession Schedule and examine their offer to non-
LDCs. For instance, we identify India's export items to a country and marked the products which are
offered concessions in different Rounds. The non-concessiona products are kept separately. The

1 Similar kind of methodology is used to examine effectiveness of SAP. For details see Khan, 1990.



same procedures are applied to other countries as well. Like import data, smilar approach is followed
to examine the effectiveness of SAPTA.

Technology-Intensive Products Under SAPTA

It is generdly believed that South Asa's import and export baskets are very narrow. But the
trade structure of the region does not support this hypothesis. The region is not only having an
enlarged trade basket but aso resort to intraindustry Trade (IIT). However, the region is more
significantly dependent on rest of the world then the region as such. The question comes whether the
regiona countries can depend upon the region? What kind of products are traded in the region and
world by the regiond partners? Primarily to understand technology-intensive characteristics of the
regiond trade capabilities, we have developed a product classfication based on Ld’s (2001) product
classfication. In this exercise, broad product groups are unchanged, but the classfication is modified
in two different ways. Firdly, Ld’s classfication was made on the basis of SITC Revison-3, but
now it is redefined using HS trade classification. Ladtly, there are number of products, which are not
classified in the origina product class by Lal, but we have accommodated these products within the
exiging product classfication. A detailed classfication of products is presented in Annexurel.

For exploring the possibilities of trade cooperation in a region, there is a need for examining
the export potentids of individud regiond partners in the region. In this context we have examined
the export potentia of South Asian countries.

For empirical analyss, data remain a mgjor congraint. For the presat exercise, we need
bilaterd trade flow data of individua countries a a very disaggregated level. In the absence of
country-source data for individual countries, we had to depend upon internationa sources.

Considering gppropriate internationd trade classification and coverage of countries, we have
chosen TRAINS database for estimating trade potentidds.  TRAINS provides data on bilatera import
trade. We have generated export data series from TRAINS for each South Asian country by scanning
through 116 countries bilaterd import data at 6digit HS for 1998. Now export data are available for
dl regiond countries, whereas import data are available for five of them excepting Bhutan and
Pekistan.

In Badassa's RCA index, it is argued that if a country exports a product rdatively substantia
to its domegtic production, and if this performance index is better than the internationally practiced
norms, the product is assumed to be competitive. We have used the same logic to identify the
potentia product for each country. Similar to Baassd's argument, it may be argued that a country has
competitiveness in those products, which are exported substantially as compared to other products in
the export basket of the country.

For identifying export potentials of South Asian countries in the region, export earning of
each product a 6-digit HS is cdculated for each country separately. For separating out most
important export items for each country, we have used varying cut off points for different countries d
the region. The use of different cut off points across countries can be judtified on the basis of varying
level and coverage of exports for each country. For a country, export earning of products above the
cut off point, are considered potential export for the country. The cut off point of Nepad and Madives
is chosen as US$ 100,000; and that for India, Bangladesh, Pekigtan and Sri Lanka is US$ 1000,000.
All the export items of Bhutan are taken as potentid export for the country because the export basket
of the country is very smal.



While etimaing export potentid of the region a individud product levels, the supply
capahilities of the regiona countries are examined dong with demand for those commodities in the
region. The export potentid is estimated a a point where equilibrium between demand and supply of
the region conform to each other.

In order to ensure that there is demand for a particular product in the region, a cut off point is
used after edimating regionad import for individud items at 6digit HS level. The cut off point for
regional imports is US$ 300,000.

The minimum of supply and demand of regiond trade at 6digit product level is consdered as
potentid trade for the region. This will balance the demand and supply position of the region. Finger
and Krenin (1979) proposed smilar arguments in the context of trade sSmilarities between the
countries.

We found that the regiond countries are trading in more than 5000 products at 6digit HS.
More than 2000 products are considered as important export of either one or more countries in the
region. Taking both regiond demand and supply considerations, more than 1500 products are
identified as potentia items for trade in the region and the region is capable of absorbing them.

V. Product Coverage of SAPTA

The first phase of SAPTA was operationa since 7' December 1995, about a decade after the
inception of the regiona association. The SAPTA process grew step by step to complete four Rounds
of Negotiations and proceedng towards SAFTA by 2003. The brief history of the Associetion is
highly fascinating. The idea of forming a regiond Association in South Asa was mooted in May
1980. The Firs Summit was hdd on 7-8" December 1985 in Dhaka to launch the regiond
assaciation. For deepening economic cooperation among member countries and  widening
inditutiond network, two bodies were created namey intraGovernmentd Group (IGG) and
Committee on Economic Cooperation (CEC) in 1991. These two bodies were cruciad for the
inception and formdisation of SAPTA. In the New Dehi Summit, held in May 1995, the SAPTA
Agreement was formadly approved. With the rdification of SAPTA Agreement by the respective
contracting States (CS), the Agreement came into force by end of 1995. The Second Round of
SAPTA was initiated in 1996 by the IGG, and entered into force by T March 1997. Following the
implementation of the Second Round, initiative for SAPTA 11l was initiated in July 1997 and India
became the first CS to issue Customs Nbtification (N0.105/990) on August 10" 1999. The Fourth
Round of SAPTA was scheduled to be concluded in July 1999. Recently SAPTA IV is concluded. In
a recent study, Mukherjee (2002), has provided datistics about details of customs notification by
individual contracting states for the first three Rounds of SAPTA.

Along with the SAPTA process, pardld initidives were made to implement South Asa Free
Trade Area (SAFTA) a the beginning of the new millenium. In the Mde Summit in May 1997, an
ambitious target was st to implement SAFTA by 2001. Considering the geo-palitic redlities in the
region, adoption of SAFTA is deferred to 2003. In the Colombo Summit in 1998, a decison was
taken to set up a committee of expertsto prepare a draft treaty for SAFTA.

One of the important features of the SAPTA process is that there is no compulsion on the part
of the member countries to liberdise their trade for regiond partner in a definite format. The
contracting states have adopted productby-product approach to promote regiona trade. It was I€ft to
individua contracting States to open up their economies to the region depending on their priorities.
Therefore, there has been no uniformity in the liberdisation of products under the SAPTA process. |In



the schedule of tariff concesson, no uniform approach is followed with respect to the level of product
aggregation for tariff concessons. In different Rounds of SAPTA, concessons are granted to
commodities, which are defined at the level of chapter, heading, subheading and nationa lines. The
member dtates have adso adopted various combinations of commodity aggregations in HS while
conferring concessions to other member countries in the region. Therefore, number of commodities
put under SAPTA by individual countries should be read with caution. Anocther significant progress
isthat concessions on NTBs are being considered since the Second Round of SAPTA.

In the South Asian region, mgjority of this countries are LDCs. Out of seven countries in the
region, four of them, viz., Bangladesh, Bhutan, Madives and Nepd, belong to LDC. In the SAPTA
process, there is specid preference for these countries. In terms of coverage of commodities under
concessions and depth of tariff cuts, these countries are given specid trestment vis-avis non-LDCs.
Actud market access of these countries in the region following SAPTA will show the extent to which
these countries have benefited from the PTA process.

A broad overview of concesson conferred in different Rounds of SAPTA is presented in
Table 3. In SAPTAI, 226 products were chosen for tariff concessons and 100 products were
earmarked for LDCs. The number of products under SAPTAII and SAPTA-II were 1868 and 3456
items respectively. In the three rounds of negotiations under SAPTA, 5550 items are subject to tariff
reduction, and 3449 items are exclusvely meant for LDCs in the region. Among the South Asan
countries, India made sizesble amount of trade liberalisation under SAPTA. Out of the 5550 products
liberdised in the firg three rounds of SAPTA, India done liberdised 2927 products, which is
condtituting about 52.7 per cent of the tota commodities liberdlised at the regiond level. In terms of
coverage of liberdisation the order is as follows India, Bangladesh, Pakistan, Nepd, Sri Lanka,
Bhutan and Mddives.

The depth of tariff cuts under SAPTA varies across countries. Between LDCs and non-
LDCs, the level of tariff concession is relatively more in case of LDCs. The levd of tariff cutsis the
degpest in case of India than other regiona partners. In case of India, the tariff cut ranges between 25
to 100 per cent for LDCs, and 10 to 90 per cent for non-LDCs in the region. Sri Lankad's tariff
reduction is aso very sharp, ranging between 10 to 75 per cent for LDCs. Other countries in the
region provide very nomind level of concessions to other regiona partners. It ranges between 7.5 per
cent to 30 per cent for LDCs and 7.5 per cent to 20 per cent for non-LDCs.

The efficacy of the SAPTA process depends upon: (a) coverage of commodities under
concessions, (b) importance of the product in the import basket of the concession granting country, (c)
the extent of tariff cutting, and (d) the extent of NTBs remova. The present trade practices in the
region indicate that many products, which are subject to SAPTA concessions, are not imported by
concession offering countries.  The reasons for the anomdies in the regiond trade need to be
explored.

In the Second Mesting of the IGG on Trade and Liberdisation, the Fourth Round of SAPTA
Negotiation was concluded a Kathmandu during 30" October — 1% November, 2002. Selected
products considered for tariff concessions in this Round are negotiated a the HS Section, Chapter and
acrossthe-board levels. The coverage of products include those that are either currently traded or
have the potentiaity for future trade. The date of Nationad Consolidated Schedule of each countries is
yet to be findised and it is to be sent to the Secretariat by 30" November 2002.



V. Regional Cooperation and Investment Prospects

The South Asian region is one of the capitd scarce region of the world. Low capecity of the
region to raise domestic resources and low inflow of FDI, have made the region a capitd deficient
region. In the 90s, the region economies have initiated aggressive reforms to correct domestic
digtortions as well as creating conditions for attracting FDI. Despite aggressive policy switching,
South Asia continues to be a margind host of globd FDI flows. A few MNEs have chosen the region
as a base to produce and export manufactured products to other parts of the world. In this regard, the
East and South-East countries have gone ahead of SouthrAsa in hosing MNEs.  Looking a the
determinants of FDI flows, Kuma (1998) has identified a few factors such as level of development,
urbanisation, poor quality of infrastructure, geographic and cultural distances with magor source
countries of FDI, etc. The MNEs are aso chosen vibrant RTAS, for their level of operations. In order
to attract FDI at a large scale, the region has to prepare it self to compete with other vibrant FTAs
around the globe.

To meat the investment requirements of the region, there is a need for promoting regiond
joint venture to expand economic activities in other partner countries. This would help in transferring
resources and technology as a part of regional cooperation. One of the characteristics of western
technology is that they mostly support mass scae production and the bresk-even point is set a a
higher level of production. The indigenous technology, which is cdled as ‘appropriate technology’ of
developing countries operates at a lower scde, using loca raw materids. The regiond joint ventures
are generdly linked with buy-back policy. The prometion of regiona JVs has not only improved
production capahilities of host countries but aso their export capabilities. Very often it is observed
that increase in exports from such source have improved trade imbaances of regiond partners. It may
be noted that South Asia has in fact benefited by promoting regiond JVs, and it is the outcome of
regiond/bilaterd trade liberaisation between the SMCS.

During the last decade, there is surge in the number of Indian Vs in severd South Adan
countries like Bangladesh, Nepd and Si Lanka It is difficult to say whether increase in the number
of such Vs is due to trade liberdisgtion a the regiond leve or bilaera Free Trade Agreements.
These Vs are engaged with varieties of production activities in different parts of the region.

Indo-Sri Lanka JVsand Investment Cooper ation

Si Lanka is the first country to start countrywide economic liberdisation in South Asa. The
present investment regime in St Lanka is highly liberd than many countries in the region. Almogt dl
sectors of the economy is opened for FDI, and foreign ownership is extended upto cent per cent level.
There has been no barier on repatriation of earnings, fees, foreign exchange, eic. rdating to the
current account. The country has evolved a strong legal and regulatory procedure to resolve any
dispute between contracting parties.  Unlike many countries in the region, S Lanka has an
Arbitration Centre in Colombo, and &ffiliated to Arbitration Inditute of Stockholm Chamber of
Commerce (Mukherjee, 2000). The Arhitration Centre follows smilar norms and standards as the
Stockholm Indtitute to maintain its credibility in the international community.

India and Si Lanka have engaged in close economic relaions since the second haf of the
90s. In 1997, both the countries have sgned an important Agreement, known as Investment
Protection Agreement. The Bilaierd Free Trade Agreement between these two countries was signed
in 1998. The favourable economic climate beween both the countries has promoted many Indian
joint ventures to set up their production units in Sri Lanka.  There are about 90 Indian joint ventures
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operating in S Lanka, and a totd investment of US$109 million is made by these Vs, The these Vs
are operding in severd sectors such as textiles, cement, sted mills, light engineering, rubber &
plagtics, pharmaceuticas, agriculture, dairy, food processing, hotel, computer software, etc.

Many Indian companies have benefited by underteking Vs in Si Lanka An Indian
company, Ceat India limited, engaged in the production of automotive tyres in Sri Lanka. The
abundant and cheap rubber in the host country has provided a competitive base to the company over
other competitions in the sector. The company is not only exporting to dl the regional countries in
South Asia but aso many other countries in the world.  Using its brand name, it is exporting tyres to
countries like Bangladesh, India, Nepd, Mauritius and some parts of South America. It is vay likdy
that the Indian JVs with buy-back provisons would help Si Lanka in accessng large market in India
(Kelegama, 1998).

Indo-Nepal JVsand Investment Cooper ation

Under the Indo-Nepd Trade and Transt Treaty 1996, Nepa can export manufactured
products without any Customs duty. In order to serve the northern Indian market, severa Indian
companies have relocated their production bases to Nepd. For number of agro and herbd based
manufacturing industries, Nepal is an ttractive destination. The duty free provision of the Agreement
has further induced Indian JV's to operate from Nepa. From atotd of 214 foreign ventures in Nepd,
there are 72 Indian JVs. The totd investment of these Indian outfits congtitute about 53 per cent of
the tota investment of foreign ventures (RIS, 2002). Performances of some of the Indian JVs in
Nepd are worth mentioning.

The Colgate PAmoalive Indian Ltd., a subsidiary of Colgate-Padmolive, has initiated a joint
venture in Nepa to capture North India market. It has an authorised capital of Rs.540 million to
produce 12,000 tonnes of toothpaste and toothpowder per annum. The export of toothpaste from
Nepd to India shoot up from US$11 million in 1997-98 to US$61 million in 1998-99. According to
the Federation of Nepalese Chambers of Commerce and Industry (FNCCI, 2000), the export of
toothpaste is the most important Nepaese exports to India. The Dabur India Group, another domestic
Indian group, has been engaged in ayurvedic and herbal medicind preparations. It has initiated a joint
venture in food processing sector, particularly in the preparaions of fruit juices for the North Indian
market. At present the share of Dabur Nepa exports to India condtitutes 15 per cent of the totd
bilaterd exports from Nepa. Another important case of Indian JV is Kodak India, which is again a
subsdiary of Eastman Kodak, USA. The Kodak Nepd is exporting to north India as a result of
shifting its production base from India There are many such firms which are expanding their
operations in neighbouring countries as aresult of Free Trade bilatera Agreements.

India’s Investment Linkages with other Regional Countries

In recent years, there is a surge investment and JV activities between India and Bangladesh.
The latter country has a large reserve of natural gas and this source of energy has atracted many JVs
to work on diversified production sectors, particularly in energy-intensve ventures. As a test case,
one can review the experience of Shinepukur ceramics, which is engaged in the production of fine
ceramics. This company came up as a result of collaboraion between Abheesht Exports of New
Dehi and Beximo of Bangladesh. The production of the Shinepukur ceramics is exported to India in
the brand name of DEOL. More than 90 per cent of its production is exported to various countries of
the world. The firm has absorbed about 1500 employers in the joint venture. The energy base of the
plant is gas, and kilns of the plant are operated using such energy. The firm has not only heped
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Bangladesh in promoting its exports but adso expanding its capabilities to export to the rest of the
world. The export of the firm reaches countries in Europe and America Exports to these countries
aone congtitute 70 per cent of itstotd exports.

Bhutan has built hydro-dectricity ventures by collaborating with India with buy-back facility.
With this arrangement Indiais now a net deficit country with Bhutan.

The above trend indicates that bilaterd FTA has picked up in the South Asa  The speedy
trade liberdisation a the bilatera levd has spur trade, investments and technology flows within the
region. The bilatera FTAs initiated by India have been working satisfactorily. Other regiond
partners are dso initiated Smilar negotiation with regiond countries.  Such activities would ultimately
end up with SAFTA. The experience of South Asa indicates that bilaterd cooperation complements
regiondism in amore effective manner. Other RTAs in the world can share this experience.

VI. Empirical Analyss

The exiding literature provides mixed responses on the implications of different rounds of
SAPTA on regiond trade. The study of Wadhva (1996) observed that very smal number of products
are considered for tariff concessions in SAPTA | for regiona trade liberdisation. In this Stuation the
size of gains in terms of additiond regiond trade could be very minimd. In another study, Bhuyan
(1996) concluded that the effectiveness of SAPTA | could have improved with the inclusion d tariffs
and paratariffs in the concessons of national schedules. In order to make the SAPTA process
effective there is aneed for granting deeper cuts in the concessiond rates.

Number of gudies have attempted to examine the implication of SAPTA on intraregiond
trade. The shortcomings of many of these studies are on various grounds, particularly in the choice of
gppropriate  methodology to examine impact andyss Srinivasan and Canonero (1993) study
atempted to examine the consequences of tariff liberdisation a the regiond leve usng gravity
model gpproach. They used various criteria to categorise the regionaly traded commodities into nine
broad commodity groups. From policy making point of view, these product groups are so aggregative
and the nature of these products is so divergent within each group that application of smilar tariff
dadticities for non-homogeneous products may be inappropriate in smulaing implications of tariff
remova on bilatera trade flows. The smulation exercise based on these dadicities may not leed us
towards vdid policy conclusion.

In another study, Mehta and Bhattacharya (2000) examined the implications of firgt three
Rounds of SAPTA on four large economies of the region, namely India, Bangladesh, Pekistan and Sri
Lanka. For the smulation exercise they used gravity mode esimates of Srinivasan and Canonero
(1993). They used data for the year 1993/94 and 1994 for this purpose, which may not be appropriate
to predict the actual effects of SAPTA I, Il and 11l on regiond trade. SAPTA was first implemented
in December 7" 1995 and the effect of the agreement might be felt after 1995. The study has
concluded based on ther empirica results that the SAPTA process would promote intraregiona
trade, particularly in the manufacturing sector.

Examining the trade structure of South Asian trade, the empirica study of Srinivasan (1994)
found that the unilaterd trade liberdisation may result in subgtantial gains to the region. Using the
gravity modd approach the study observed that complete removd of tariff is likey to result in
increase in GDP of India by 3 per cent and that of Nepa by 59 per cent. Similar benefits for other
regiond partners could be between these two vaues. If the regiona partners propose to undertake a
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50 per cent tariff reduction, Indias GDP is likely to go up by 1 per cent and Nepal by 9 per cent. The
gainsfor other regiond partners could be substantial.

Bhattacharya (2001) attempted to andyse the effects of first three rounds of SAPTA on the
region as a whole. Examining al the three Rounds of SAPTA, it is found that the net increase in the
regiond trade &fter the conclusion of the third round is very small. Deeper tariff cuts and selection of
highly traded products for trade liberdisation within the region could have improved the trade
prospects of the region.

The implication of three rounds of SAPTA Agreements on the Indian economy is examined
by Mukherjee (2002). Using time series hilatera trade flow data, the sudy examined the implicaions
of SAPTA on Indid's exports and imports. The study tried to examine the combined effects of SAPTA
[, I and 11l to understand the impact of regiond tariff liberdisation on Indids externd sector. As
discussed eaxrlier, different rounds of SAPTA were launched at different points of time in the latter
half of the 90s. In order to study the efficacy of each round, there is a need for examining their effects
separately.  The study observed that the Second and Third Round were effective in boosting intra
regiond trade.

In the present study, an attempt has been made to examine the impact of different rounds of
SAPTA on Indian imports and exports. We have not only taken note of trends in trade of
cencessional products but aso performance of other trade faling outside the purview of the SAPTA
process since the mid-90s. An atempt has been made to identify the type of products considered by
the South Asian countries for regiond trade liberalisation.

For examining the effects of SAPTA 1, Il and IIl, we need disaggregated, time series bilatera
trade flow data for individua countries. The nationd schedules of concessons are such that very
often the chosen products are identified at nationd lines. For this reason, disaggregated data at 8digit
HS are required for this kind of andysis. Since concessions are country specific (i.e, LDCs or non-
LDCsy), hilaterd trade flow data is aso required. Different rounds of SAPTA ae implemented in
phases over a period of time. To understand the efficacy of each round on individuad member
countriesin the region, there is a need for using time series data.

The exigting international databases are inadequate’ in providing desired data for the study.
We, therefore, chosen Indian database for this andysis primarily for three reasons. Firdly, India is
the largest country in this region with largest trade base with rest of the. The product range of India
for export and imports is quite broad based. Secondly, India has strong econamic ties with most of
the countries of the region. Examination of Indids trade data may provide some light about the
performance of other countries in the region. Lastly, the desred level of disaggregated data are
available to examine the regiond trade with more precision.

In different rounds of SAPTA, mutualy exclusve bundles of products were chosen for
invoking tariff concessons. We have estimated the volume of trade in the concessona group of
products in different rounds. The volume of trade in three different SAPTA Rounds is presented in
Table 4. The shaded regions indicate the years in which the Agreements are, in fact, implemented. If

2 Bilateral trade flow data are generally available in TRAINS, PCTAS and COMTRADE. While trade data in HS are available
in TRAINS, similar data in SITC are provided in PCTAS and COMTRADE. Since, different Rounds of SAPTA used HS
classification for tariff concessions, we prefered to use TRAINS. TRAINS data provide bilateral trade flow data at a
aggregative level, ie. 6-digt HS, where are we required similar data at 8digt level.  Therefore, we resorted to India's
country source data for analysing SAPTA implications on regional partners.
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the volume of trade is substantial and the trade flow is growing or stayed level without substantia
decling, one can conclude that the specific SAPTA round is effective for the concerned member
country.

The results indicate that SAPTA | was less effective in augmenting India's import from
regiond partners. The volume of trade in SAPTA | is very low as compared to other two rounds.
Except for Nepal, other LDCs have failed to access Indian market. In the Second Round, the volume
of Indian imports increased substantidly as compared to the First Round. The LDCs of the region
ganed more market access than non-LDCs in this Round. Among the nonLDCs, the depth of
Pakistan's market access in India was much deeper than that of Sri Lanka in the Second Round. The
SAPTA process received the maximum gain in the Third Round. In the Third Round, the volume of
Indids imports increased dgnificantly from Bangladesh, Nepd and Pekisan. Both Bhutan and
Madives have dso sgnificantly benefited from the Third Round in accessing Indian market.

The effectiveness of the SAPTA process can be examined by comparing trade flows in the
concessiona group of commodities to that of norrconcessond trade. |If the quotient is hundred per
cent or more, it means that trade concessions are granted for significant level of trade. The results
indicate that the volume of Indiasimport under firgt three rounds of SAPTA is much higher than the
volume of trade outdide SAPTA in case of Bangladesh, Bhutan, Nepd and Pekistan. In case of
Madives, dmogt fifty per cent of its exports to Indiais covered under SAPTA in 2001

Examining growth rate India's bilateral imports from regiona partners by different Rounds of
SAPTA, it may be observed that India's imports responded favourably to its teriff offer to some
regiond partners. If we compare growth rates of trade before implementation of SAPTA | to that
after, some of the countries such as Sri Lanka, Pakistan and Nepa have benefited by accessing Indian
market. In case of Nepd, it is very difficult to say that whether the surge in trade in SAPTA |
products are due to SAPTA or Indo-Nepd treaty for trade and transit. In the Second Round, some
regiona partners have responded immediately (Bangladesh and Nepd) and others responded after a
lag of two years (Sri Lanka and Pekistan) in terms of augmenting their exports to India In the Third
Round, Indias imports from regiona partners have increased significantly except for S Lanka
During this period, India’s imports from Sri Lanka increased significantly in Non-SAPTA product
groups. There are possihilities that Indids import might have diverted towards non-SAPTA product
groups due to Indo-Sri Lankatrade.

Commodity Composition of India’sImportsunder SAPTA

The imports of India under first three Rounds of SAPTA made a six-fold increase between
1994-95 to 2000-01 as shown in Table 5. Except for three sections (gems and jewelleries, vehicles
and ams & ammunitions), India is importing sizable number of products covering al other broad
product segments from the region. Agriculturd imports congitutes about onethird of India's otd
imports from the region under the SAPTA process in 2000-01. Traditiondly import of vegetable
products (Section 2) is the most important import, but currently import of fats and oils are becoming
important for India. Imports are quite substantive in case of chemicas (Section 6) and textiles
(Section 11). Besides, it has szable imports in broad product groups like animal products (Section 1),
prepared food stuffs (Section 4), plastic products (Section 7), wood products (Section 9), Base metd
(Section 15)) and mechanica appliances (Section 16).

The results show that SAPTA process has augmented India's imports not only in
manufactured products but aso in agricultura products from the region. While concessiond
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agricultural imports are concentrated in a few specific product groups, the manufactured products are
more diversfied.

India’s Technology I ntensive Importsunder SAPTA

It is generdly believed tha South Asian countries are generdly trading in primary and low
technology products. India’s specific imports from the regiona partners, having SAPTA concessions,
are further classfied into their technology intensities. The study by La (2001) has classfied tradable
products into primary, resource intensve, low tech, medium tech and high tech products, depending
upon the type of technologies involved in the production process (see Table 6). India has offered
concessions to regional member countries in amost dl broad areas of products. Mgority of Indids
concessiona imports from the region is faling in the group of primary and resource based agro-
manufactured products. Other heavily imported product groups under SAPTA are low-tech textile and
footwear products and medium technology processed products.

The trend in the composition of Indid s imports of these products indicates that the quality of
India's imports from the region is improving under the SAPTA process. The share of primary and
resource based agro-manufactured products constituted nearly 87 per cent of India's imports in 1994-
95, which more than haved in 2000-01. It is interesting to note that large share of India’s trade is
drifting towards amost al segments of low and medium technology products and also some segment
of high tech products.

India’s Exportsto South Asaunder SAPTA

The impact of trade concessions offered by regiona countries on India's trade relationship
with SMCs very small as compared to Indid's tota trade with the region. The implications of trade
concessions to India in different Rounds of SAPTA were different for India s exports to the region as
shown in Table 7. As discussed earlier, the bundle of commodities in each Round of SAPTA by
individua country is different from other. One can examine the nature of commodities traded in each
Round over aperiod of time for each country separately.

The reaults indicate that the first two Rounds of SAPTA are, rather, more important than the
Third Round in terms of volume of commodity trade. From the first three Rounds, the Second Round
remained more important form the point of India's exports to the region.

The use of ‘beforedfter approach’ on the implementation of different episodes of SAPTA
indicate that the trade liberdisation process in the region was not very promising for India's exports to
the region.  If we compare growth of Indid's exports and after the commencement of each Round of
SAPTA in Specific SMCs, it was quite significant in case of Bangladesh, Sii Lanka and Nepd. On
the contrary, it may not be very favourable in case of Bhutan, Mddives and Pakistan.

The level of preferentid trade is very little in comparison with other trade, which is outside
the preview of SAPTA. The ratio of concessiona to non-concessiond trade remained very high for
Pakigan, S Lanka and Nepd and low for Bangladesh, Bhutan, and Maddives. This ratio is
increasing over time in many countries.

Commadity Composition of India’ sExportsunder SAPTA

India's exports to the region under the SAPTA process have been heavily concentrated in a
few sectors as shown in Table 8. Agricultura exports played a very important role in Indid's totd
exports to the region under the regiond PTA. Exports for oils and fats, the export of other agricultura
products have been quite impressive as compared to other broad sectors in the manufacturing sector.

15



The highly concentrated exporting areas are processed food products (Section 4), chemicals (Section

6), textile products (Section 11) and base metals (Section 15). In other aress, India’s exports are quite
substantia such as vegetable products (Section 2), minera products (Section 5), and vehicles (Section
17). In other aress, the concession exports from India have been a a low-key leve. They are animd

products (Section 1), plastic products (Section 7), leather products (Section 8), mechanica gppliances
(Section 16), opticd products (Section 18) and other manufactured items (Section 20).

In certain important product segments, India is consgtently improving its market presence in
the region. They are processed food products (Section 4), chemicas (Section 6), textile products
(Section 11) and base metals (Section 15). In some other product segments, the export performance is
quite alarming. Those areas are vegetable products (Section 2) and vehicles (Section 17).

India's exports to the region have been subject to high degree of fluctuations, particularly in
those products, which are faling with in the purview of SAPTA. If we compare the growth rate of
India's exports to the region in different product groups under the SAPTA process, only a few
important product groups show relative stability in growth during the period 1994-95/2000-01. These
are processed food products (Section 4), chemicals (Section 6), textile products (Section 11) and base
metds (Section 15). Indid s exports to the region in the firg three Rounds of SAPTA is growing since
1994-95 except for the period 1998-99/1999 —00.

India’'s Technology I ntensive Exportsunder SAPTA

From the point of view of technology intensity of products covered under SAPTA, Indias
expats are more diversfied than its imports. Indian export ranges from primary products to high
technology products as shown by Table 9. The mgor chunk of Indids exports is in the group of
primary products, resource based agro-manufactures, Medium technology process-manufactures and
high technology manufactures (other than eectronic and dectrical products). These broad groups of
products condtitute more than three-fourth of India's exports to the region under SAPTA. Indiais dso
exporting significant amount of exports in low tech and medium tech manufactures, particularly in
automoative products.

In some product groups, the export is consstently increasing over the years. Those broad
group of products are high tech manufactures, low tech manufactures (textiles and footwear) and
primary products. In case of some medium tech products (particularly, in process manufactures), the
volume of exports was very high in 1994/95, but declined sgnificantly during 1995/96-1999-00, and
agan picked up in 2000-01. The performance of some product groups over the years has been quite
impressive. Some of these broad product groups are primary products, resource base non-agro
manufactures, low tech manufacture products, medium tech processed manufactures and other high
tech manufactures.

Estiamting Trade Potentials

The South Asian intraregiond trade is characterised by low volume of trade, ingahility,
dependence on rest of the world and trade imbadances. In order to make the South Asian Regiond
Cooperation sustainable, there is a need for expanding regiona trade by widening the regiond trade
basket. Explaining the low level of trade in the region, it is very often argued in the literature that the
demand capabilities of the region are very smal and supply capailities are very much constrained by
under development of the region.
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The andyss of export potentid of the regiona answers some of these queriess The
methodological issues about estimation of export potentials of the region are discussed in section 1.
The present level of intraregiond trade is much lower than the total export of the region to the world.
The region is importing about more than 5,000 commodities at 6-digit HS with the globa economy.
The sze of export basket of the region is margindly smaller than that of imports. If we take note of
the tradable products, which are conddered drategic from export point of view of South Asian
Countries, the region is exporting more than 2000 products to the rest of the world. Of course, the
number of strategic export products varies from one country to another.

The South Asian countries can significantly improve their export presence within the region.
The regiona countries can export about 1534 strategic items to the region. The sirategic productsare
consdered after examining the demand and supply conditions of these products in the region. The
results dispel the hypothesis that the region lacks demand for the products, which are produced in the
South Adian region. It is true that the region is criticaly dependent on large number of products on
the rest of the world. Unfortunately, many of these products are exported by South Asan countries to
rest of the world, but they find difficult to get a market within the region itself.

The trade basket of South Ada is S0 large that the region can absorb large exports in amost
al broad product groups from the region. It is generaly believed that South Asian countries are
badically exporters of traditiond commodities, such as textiles, lesther products, minerals, agricultural
products, etc., and, there may be very little scope for intrarindustry trade within the region. The
empirical andyss shows that this hypothesis is not correct. Though regiona countries export
subgtantial amount of such products, they aso import these products from rest of the world. The
magnitude of export potentias in these products is so large tha perfect liberdisation of a least one
broad sector can doubled the present level of intraregiond trade within a span of just one year. The
results presented in Table 10 reved that full exploitation of the exigting potentid of any such sector
such as textiles, chemicds and machinery may sgnificantly change the magnitude of intraregiond
trade during a very short period.

There is a need for drawing lessons from the existing practices of trade liberdisation. The
three Rounds of SAPTA faled to fulfil the basc mandate of regiond PTA is generating significant
amount of additiona trade in the region. In fact, trade grew a a faster rate in non-concessiona
product segments. In this perspective, trade liberdisation with a framework of Free Trade Area could
be more redidic in meeting the aspirations of chronicaly trade deficit countries in the region by
widening the coverage of products within the region. The perpetudly trade deficit countries of the
region are likely to resst the proposal for wider close economic cooperetion in trade at the regiona
level unless the trade deficit issue is addressed properly. The trade potentid of the region is about
US$ 8.7 hillion dollar per annum. In case the trade potential of the region is fully exploited, the intra
regiond trade can be increased by six times with a period of one year, comparing with the present
levd of trade within the region.

Further Path of Trade Liberalisation

Experiences of South Adan countries indicate that the long term interests of the region lie in
regiond trade liberdisation. The phrase ‘trade liberdisation’ does not refer to de-escaation of tariff
levels done but it includes reforms in other nontprice factors that are detrimentd to trade. The core
question is about the choice of appropriate approach to undertake liberadisation programme.
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The outcome of reform efforts would be radic al, if sectoral approach is chosen to product-by-
product approach. Under the sectoral approach, al products under a sector are indiscriminately
liberdlised. The pace of liberdisation is dow in product-by-product approach. Under this approach
specific products are subject to concessona trade. In this approach certain strategic products can be
kept out side the purview of trade concessions. However, both the approaches have their advantages
and disadvantages. For making the liberdisation process speedier, sector approach is the most
appropriate one. At present, we are discussing about the sectors, which are appeared to be important
for the South Asian region as a whole. The priority sectors for individua countries of the regions will
be discussed in the detailed study.

The present level of intraregiona trade is very low and there are possihilities of augmenting
regiond trade through intraindustry trade. At least in each of the four broad product segments
namey textile products (Section XI), Chemicals (Section VI), vegetable products (Section I1) and
machinery & mechanical gppliances (Section XVI), the exiding trade potentid of the region is higher
than that of the present level of intraregiond trade as shown in Table 10. For exploring the full
benefit of the exiding trade potentids, there is no need for liberalisng the entire trade sectors. A few
sub-sector with an important trade sector could be opened up to maximise the intra-regiond trade. For
example, opening up of three sub-sectors like cotton (Chapter 52), man-made filaments (Chapter 54)
and man-made staple fibers (Chapter 55) can provide more than 80 per cent of the tota export
potentids of the textile sector. Similarly export potentid of inorganic chemica compounds (Chapter
28), organic chemicas (Chapter 29), pharmaceutica products (Chapter 30) and tanning or dyeing
extracts (Chapter 32) cover around 80 per cent of the chemical sector. Considering the magnitude of
trade potentid of the region, four most important sectors namely textiles, vegetable products,
chemica and machinery should be consdered for liberdisation in the first phase.

The second phase of liberdisation should include base metas (Section XV) and vehicles
(Section XVII). The third phase of liberalisation may include products such as gems and jewellery
(Section X1V), plastic products (Section VII), mineral products (Section V), prepared food stuffs and
beverages (Section 1V), and pulp of wood or fibers (Section X). The remaining product groups can be
liberalised in the last phase. The order of liberdisation may be dtered depending upon the request of
members of the region, especidly to provide adequate market access to net trade deficit countries of
the region.

VIl. Conclusion
Since the famation of SAARC in 1985, the South Adan economies have moved through
various dages of regiond cooperation. The Firs Round of SAPTA was implemented in December,

1995 and the Fourth Round was concluded in 2002 November. Though implications of different
Rounds of SAPTA on regiond economies are different, the overal effects of SAPTA on the region

has been significant.

In the first three Rounds of SAPTA, 5500 products were liberalised and LDCs of the region
are given more concessions than the non-LDCs. India has offered maximum number of 2927
products in the first three Rounds of SAPTA. The coverage and depth of tariff cuts vary across
countries in the region. The regiond process is likely to be strengthened with the implementation of
SAPTA IV and SAFTA.

Intraregional trade has been growing during the last one decade, with high degree of
ingability a the regiona as well as at the bilaterd level. The bilaterd trade imbaances, particularly
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with India, has been a core issue of discontent between some regiona partners. Some efforts are
made by Indiain the last SAPTA Round to address this issue.

In order to examine the efficacy of SAPTA, Indid's bilatera time series trade data are used in
the absence of similar trade information for other regional countries. The low volume of Indids
import trade under SAPTA | increased sharply in the subsequent two Rounds. In case of smadl
countries, Indids volume of imports under SAPTA was much higher than other trade, which are
fdling outsde the purview of SAPTA. Though India's preferential imports under SAPTA are risng
very fag, the share of such imports in total imports of the region is declining steadily. This shows
growth of Indias norma imports with the regiona partners. This may be partly due to bilaterd Free
Trade Agreements with some regiond economies. The implementation of bilatera FTA has led to
surge of bilateral investment activities in the region. This may be a reason for augmented trade
activities of India with regiona partners outside the SAPTA process.

Indias preferentia import basket under SAPTA is quite diversfied. Some of the important
import segments are vegetable products, chemicd and textiles. It has been importing sgnificant
volume of other products such as prepared foodstuffs, plastic products, base metals and mechanica
appliances from regiona countries. Sizeable amount of such imports fal in the category of primary
and resource based agro-manufactured products.  Other important imports of India are in the broad
product group of low technology (textile and footwear products) and medium technology products.

Indid s exports to the region is dso very significant but a very small proportion of preferentia
exports fal under the SAPTA as compared to tota exports to the region. Tariff preferences granted
by regiona partners to India in the Third Round is much lower than the earlier two Rounds. India's
exports comprise mostly of processed food, chemicd, textiles and base metals. Other important
product categories for exports are vegetable products, minerds and vehicles. A large proportion of
Indias exports under SAPTA is in the category of primary, resource based agro-manufactures,
medium technology manufactures and high technology manufactures (other than eectronic and
electrica products).

The region has subgtantial potentids for trade and investment. The study reects the
hypothesis that South Asian countries competes among themsalves to export smilar kind of products
to the world market and therefore, the level of regiond trade is very low. The study found that there
is dgnificat level of trade potentid in the region to promote intraregiond trade. Complete
harnessing of export potentid of some important sectors may significantly improve the prospects of
intraregiond trade. It is estimated that the trade potentid of the region is more than six times than
the present leve of intraregiond trade.

There is a need for deeper and drategic trade liberdisation to fodter intra-regiond trade. The
region should adopt sectord gpproach as the basis for trade liberalisation. The liberdisation process
can be made in phases. In the first phase broad product groups like textile, chemicals, vegetable
products and machinery and mechanicad appliances may be consdered for trade liberdisation. The
other important product groups may be chosen in subsequent phases. The implementation of SAPTA
IV and SAFTA would lead to significant growth in regiond trade and hence, improve welfare of the
South Asian countries.
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Table1: Intra-Regional Trade of South Asan Countriesin the 1990s

(inMillion US3)
Export AT
Country IEpae 1990 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | Growth
1991-2000
Import 60 83 60 82 103 88 89 80
Bangladesh Import 257 1151 1129 889 1278 1130 1056 195
B -197 -1068 | -1069 -807 1175 | -1042 -967 23.6
Export 487 1544 1650 1464 2030 1908 2019 16.7
India Import 97 198 198 184 484 375 381 27.2
B 390 1346 1452 1280 1546 1533 1638 17.0
Export 7 11 11 11 13 12 30 214
Maldives Import 18 47 60 74 77 85 148 24.6
B -11 -36 -49 -63 -64 -73 -118 27.8
Export 15 30 74 101 162 163 183 447
Nepal Import 52 132 457 450 454 475 539 389
B -37 -102 -383 -349 -292 -312 -356 46.5
Export 223 252 240 225 415 301 286 80
Pakistan Import 121 169 293 228 225 200 423 18.7
B 102 83 -53 -3 190 101 -137 -
Export 69 101 109 120 113 144 190 11.6
Sri Lanka Import 134 545 647 620 647 630 707 16.0
B -115 -444 -538 -500 -534 -486 -517 20.2

Data Source Direction of Trade Statistics, various issues, IMF.
Note: TB and SA refersto Trade Balance and South ASarespectively.
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Table 2: Bilateral Trade Balance of Regional Countriesin the 1990s

(in Million US)
iRz Ty s 1990 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000
Country Country
World 1084  -3367] -3638 -3235 -3548) -3832 -3403
South Asa 97|  -1068| -1069] -807] -1175 -1042]  -967
Bhutan 7 2 5 2 5 3 !
Bangladesh India 8] -os8|  -097|  -799| -1124]  -o7a] -85
Mddives 0 0 0 0 -1 -1 -1
Nepd 5 6 6 10 4 2 3
Pakistan 27 12| 53 29 44 60| 58
SiLaka 0 0 8 5 5 0 6
World 617  -3947] -3730] 5769 5718 -6461] -5424
South Asa 30|  1346] 1452 1280] 1546| 1533 1639
Bangladesh 2602 88l] 774 60| 973 877 o
- Bhutan 0 2 7 2 3 2 4
Maldives 5 7 51 7 31 3 42
Nepd 25 80| 109 76| 177|188 214
Pakistan 2 33 12| 165 80 26 100
SiLaka 80 34l 4am| 46| a8 42| 42
World 89  -307] -243] -279] -279] -3 -166
South Asa 11 36| 49 63 64 73 -1
: Bangladesh 0 0 0 0 0 0 1
Maldives India 7 T G I s s
Pakistan 1 a ) 1 2 2 2
SiLaka 3 A 12 21 =23 =1
World 23| 40| -ass| -1243 -900| -90| -947
South Asa 37 02| 383 349 22| 32| -6
Nepal Bangladesh 7 7 5 1 ] 2 3
India 29 93 -3/ 344 24| 311 -7
Pakistan 1 3 2 2 5 K] ]
SiLaka 0 1 K] 2 3 2 ]
World 170  -3470] -2851] -2079] -8/5| -1858 -1893
South Asa 102 83 53 3 19| 101  -137
Bangladesh 65 118 73 48 71 78] 104
. Bhutan 0 1 1 0 0 0 o
Pakistan India 3 22| 171 19 20 47] 12
Maldives 1 1 3 0 2 1 1]
Nepd 1 2 6 3 7 1 o
SiLaka 2 5 35 55, 61 68| -120
World 74| -es0| -651| -653| -1288) -1633 -1229
South Asia 15| -as4| 53| -s00| B3| 488|517
Bangladesh 1 6 10 9 9 7 g
SriLanka | Inda 08  -437| 519 516 501 -463] 542
Madives 1 3 2 10 22 32 60
Nepd 0 ) 1 3 0 2 1
Pakistan 9 o =2 of 64 64 42

Data Source Direction of Trade Stetigtics, variousissues, IMF.
Note: IMF does not report Direction of trade of Bhutan.
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Table 3: Tariff Concessions Offered by Individual SMC in different Rounds of SAPTA

Concession SAPTA No. of HS Lines offered

Offering Country | Round for all countries for LDCs Total
| 11 (10)* 1(10) 12
Bangladesh I 215 (10) 11 (10) 226
I 338(10) 143 (10 & 15) 481
| 4 (15) 7 (10,13 & 15) 11
Bhutan T | 37(10) 10 (15) 47
Il 23 (10) 101 (10, 18 & 20) 124
| 44 (10,25,30,50 & 90) 62 (50 & 100) 106
India I 390 (10,15,25 & 40) 514 (25 & 50) 904
II 43 (10 & 20) 1874 (50) 1917
| 17 (7.5) 17 (75) 34
Maldives 1 5(10) 2(15) 7
I 390 (5& 10) 368 (5& 10) 758
| 10 (75 & 10) 4(10) 14
Nepal I 166 (10) 67 (15) 233
I 52 (10) 137 (10 & 15) 189
| 20 (10) 15 (15) 35
Pakistan I 227 (10) 131 (15) 358
Il 24 (20) 271 (30) 295
I 20 (10 & 20) 11 (10 & 15) 31
Sri Lanka I 72 (10) 23 (10,50 & 60) 9%
Il 28 (10) 54 (10, 30, 50 & 75) 82
| 126 100 226
Total I 1109 759 1868
Il 876 2580 3456

*Figuresin parentheses represent percentage concessionsin tariff rates.

Notes The number of commodities covered under SAPTA-I, SAPTA-Il and SAPTA-IIl are not
comparable. The level of disaggregation of products differ sgnificantly from one country

to another.
Source: SAARC Secretariat.
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Table4: Profileof India’sImportsfrom South Asian Countriesunder various Rounds of

SAPTA
(in Rupees Lakh)*
Exporting SAPTA
Country Raund 1994905 | 1995-96 | 199697 1997-98 | 199899 [ 1999-00 |2000-01
I - - o = 13.57 26.5 20331
9.08 6.5€ 6.49 35.90) 26.9] 2634  65.47]
Bangladesh I
" 5059.24 6739.97 9203.63 12024.00 20868.79 22546.51] 24086.04
NCT 897.76 516.48 388.98  1520.46 122291 942.27| 3155.92
I _ - - - - - 1.20
Il - - o 21.95 o 60.84  13.5§
Bhutan .
" 157169 26511 3730.88 145458 1957.04  10434f 1052.94
NCT 424.26]  1011.57 515.84 366.61] 242,25 36548 432.40]
I 107.80 239.66 485.70 52474 235329  2519.35 2119.47
: T 210.19 536.10 307.79 244,44 63.2( 18252  208.07,
Sri Lanka -
M 12.37 38.76 18.70 118.99 150.83 14268  63.95
NCT 6711.04 765131 932420 7269.000 9536.14 10966.04 13709.19
. T 4.93 2.24 6.23 24.65) 7.79 61.94  17.52
Maldives
NCT 24.0( 59.24 44.62 38.89 10.67 958  20.43
I 462.48 302.05 612.15 541.44 612.35 644.71| 1077.24
Neoal T 129.54 460.03 102.65 206.75 80167 1576.37] 1232.42
€p 1 3457.11 740213 11601.48 23314.90 43605.77] 54552.47 71653.79
NCT 3497.20 3866.79 4212.32 5140.60] 5919.46  7987.94 18813.74
I 60.24 70.29 211.28 115.23 287.68 379.10 20842
Pakistan T 1961.00 2161.73 841.48 634.21] 583.62 983.05| 3657.64
" 5032.59  4286.04 840392 7809.43 831535  9606.31 11199.17
NCT 5679.01  1509.01 96596 6325.79 78338.00 11019.5d 11558.94

Data Source SAARC Secretariat, Kathmandu and India Trades, CMIE, India.

Note: The actua implementation of different Rounds of SAPTA isindicated by the shaded region

NCT denotes bilateral trade out Side SAPTA.

* Onemillion=Tenlakh
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Table5: India’sImportsfrom South Asian Countriesunder SAPTA I, Il and I11

(in Rupess Lakh)
Section Description 1994-95(1995-96 | 1996-97 [1997-98| 1998-99 [ 1999-00 | 2000-01
Liveanimdsand animd
[ products 200 27199 16383 39264 60574 29971 24010
I V egetable products 83628 71045 102226 94228 113025 128565 176455
I Animd or veg fats & oails 6044 7321 6199 64932 191140 161563 237021
Prepared foodstuff, beverages,
v etc. 1654 4554 4939 10561 9494 21231 14830
\% Minera products 2821 2994 3546 60.9 119 1800 190.9
VI Products of the chemicas 8911 3024 66617 104774 131402 240394 29835.6
VI Plastics & articles thereof 13.6 485 131 1174 1649 6098 16230
Vil Raw hides & skins, leather 1184 4674 1024 1453 2034 2086 165.9
IX Wood & articles of wood 15012 23231 37392 14819 23745 16214  1976.3)
X Pulp of wood or of other fibers 124 5471 15 e4q 4208 466d 1193
Xl Textile & textile articles 76850 71739 112517 132164 245007 287230 307480
Xl Footwear, headgear, umbrelas 24 09 - 199.4 5317 4890 6231
Articles of stone, plaster,
pdll cement 10 70 295 12.6 21.2 58.0 139.7
Basemetds& atidesof base
XV metd 12. 200 3904 2934 7394 29592  3969.7
Meachinery & mechenicd
XVI appliances 26.( 30 90| 1010 1804 8087 10931
Opticel, photograph,
XVIII | dnemaographic - 10 00 00 70 365 16.9
XX Misc manufactured articles 04 10 00 30 95 18.7 43.8
Totd 198784 24896.71 355414 470713 79737.8 943522 116860.2

Data Source: India Trades, CMIE, India
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Table 6: Structure of India’s Technology Intensive Imports from South Asian Countries under

SAPTA L, Il & I11
(in Rupees Lakh)

S No Product Description 1994-95 | 199596 | 1996-97 | 1997-98 | 199899 | 199900 2000-01
1 Primary products 8776.4 100154 12117.2 13385.4 17777.1 16928.< 20313.2
2 Resource basad manufacturers (agro-based) 8456.] 8302.4 12471.7 141489 31468.9 34308.2 36913.0
3 Resource based manufacturers (other) 129.1 2491 2864 4641 1056.4 2070.1  2016.8
4 Low technology manufactures (textile, garments & footwear) 1580.9 27211 3625.6| 78554 15589.9 13924.Z 222540
5 Low technology manufactures (Other products) 24.1 584 412.6 3784 9200 3485€& 53785
7 Medium technology manufactures (process) 872.4 26280 3755.5 80214 106519 19590.Z 24715.0
8 Medium technology manufactures (engineering) - 3.4 0.0 79.4 122.0 792.E  1028.9]
9 High technology manufactures (Electronic and Electrica) 251 1.4 9.0| 20.4 65.9 19.C 80.9]
10 | High technology manufactures (Other) 134 9171 28634 27174 20851 3233.1  4160.4

Total 10878.4 24896.1 355414 47071.4 79737.4 94352.2 116860.2

Data Source: India Trades, CMIE, India
Note The classification of products is made by the author based on La (2001).
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Table7: Profileof India's Exportsfrom South Asian CountriesUnder various Roundsof SAPTA

(in RupessLakh)
I mporting SAPTA

Coontry  |Round | 1994-95 | 1995-96 | 199697 | 1997-98 | 199899 | 1999-00 | 200001
NCT | 1657222 20973550 236044.16| 22502510 350620.71| 19684952 30536996
S 62075 90L63| 142691 123755 132614] 322015 27339
ang T 53| 74791 226399 600201 526850 650708 142791
m 6130 2904 119167  56204]  45407]  907.80| 146858
NCT | 300887 467987 656221 349621  271096] 222206 30675
| - - 359 258 205 - 26
Biutan T - - 4111 304 207 375 028

m - - 7288 78 33 - -
NCT | 7601003 9052327 117/9%27| 116488.19| 11475025| 13774275 17478773
i Lanka | 684135  00276] 658850 754664] 833384] 684651 885179
T 56087| 582804 837164 1016389  6059.29 1438714
m R0 3307 144707 126839  83204| 131794 140267
NCT | 353038 37776 283427 282908  30043| 246976 861594
_ | 285 15.15 714 443 838 6.15 3.9
Maldives T - - - - om - 203
m 078 042 562 318 227 3.16 3113
NCT | 2644589 3787015 376220t 45564] 3334107 439%.74] 3763131
I 8004] 64994 8077  68L68|  5H27|  66604| 29047
Nepal T 560304 730256 939005 1023026  9880.02| 1257587 14919.73
m 929 7828 033 4757 8079 4301 89,54
NCT | 538844 755897 345369¢ 2083011 1857205 1012694 49/8168
. | 3031|9052 54236 53169 126813 114974 56334
FEREET I 871249 1474111 1499215 1733037 1818741 1406627 156925
m 20123 7482 Z68d 10317 Se621| 11715 2748l

Data Source SAPTA Secretariat, Kathmandu, India Trades, CMIE, India.
Note: NCT denotes hilatera trade out side SAPTA.
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Table8: India’'sExportsto South Asan CountriesUnder various Roundsof SAPTA: BY HS

Section
(in Rupees Lakh)

Section Description 1994-95 | 1995-96 | 1996-97 | 1997-98 | 1998-99| 1999-00 | 2000-01
| Live animas and animal products 546.63 76859 1796.95 15168 1051.81 919.32| 1039.69
I Vegetable products 1900.771 352043 5268.07| 4659.67] 3623.3§ 3345.78 3219.29
11 Anima or veg fats & oils - - - - 0.08 0.73 1.31
AV} Prepared foodstuff, beverages, etc. 478051 8809.98] 862248 12789.46 15408.64 14839.72| 21936.34
\V Mineral products 19303 2383.72 2481 407448 3237.89 265112 3288.01
VI Products of the chemicals 7459.220 1141877 1385251 15490.92 15991.04 18022.46| 21824.61
VI Plastics & articlesthereof 1179.05 134252 1684.95 1753.7 821.58 292.37 568.79
VI Raw hides & skins, lesther 7.63 16.43 65.82 53.85 37.89 161.99 246,01
IX Wood & articles of wood 0.06 13.64 14.13 9.33 7.34 25 36.84

X Pulp of wood or of other fibers - 6.62) 3.13 - - - -
Xl Textile & textile atides 2008.32 242246 4034.01] 5759.69 394851  43499| 6235.84

X Footwear, headgear, umbrellas - - 4.88 48 3.3 - -
X111 Articles of stone, plaster, cement 207.09 97.46 163.15 97.19 88.37] 272 10165
XIV Natural or cultured pearls, jewellery - 529 3.9 0.43 8.2§ 221 44.15
XV Base metds & articles of base meta 561744  3733.85( 5509.72| 5096.8 331536 4428.82] 9838.071
XVI Machinery & mechanical appliances 892.21 73471 1340.85( 1001.09 1103.09 174741 1348.74
XVII Vehides, Aircraft, Vessds 2663.32 5657.34] 40809| 309164 3846.83 2610.98 48333
XVIII | Optica, photograph, cinematographic 196.96 21598 194.37 26858 268.87| 32234 389.17
XX Misc manufactured articles 32.56 22.73 10.42 63.96 47.59 26.6 42.69

XX| Works of art collectors pieces - - 0 0.71] - - -
Total 29422.07 4117052 49161.24] 55733.16 52809.93 53751.45| 74994.59

Data Source India Trades, CMIE, India
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Table 9: Sructureof India's Exportsfrom South AsaUnder SAPTA L, 11 & 111

(in Rupess Lakh)

Sl No Description 1994-95 | 1995-96 ( 1996-97 | 1997-98 1998-99 | 1999-00 | 2000-01
1 | Primary products 7560.88| 13406.37] 16521.46| 19768.38 2054353 2113355 2727368
2 | Resource based manufacturers (agro-based) 479.22 631.47 639.72( 46422 65654  837.33 824.93
3 | Resource based manufacturers (other) 422482 683056 712239 898157 897316 598196 8630.17
4 L‘O%RNAFS;TOIOQV manufactures (textile, garments & 201091| 243889| 410471| 581827 399122 451076| 647121
5 | Low technology manufactures (Other products) 334851| 173575 284011| 403608 3083.29 35874  4374.34]
6 | Medium technology manufactures: Automotive 2663.32| 5657.34 4080.9 309101 3846.83| 261098 4833.9
7 | Medium technology manufactures (process) 342764 355205 459951 369558  170283| 193349 746241
8 | Medium technology manufactures (engi nesring) 856.65 74766 114403 106888 113387| 185208| 1559.78
9 glé;;lrghnology manufactures (Electronic and 26150 20297 30037 20766 2304 22509  179.34
10 | Hightechnology manufactures (Other) 458353| 5967.51) 771804 860151  8639.9 11078.81 133854

Totd 2942207 4117052 49161.24| 55733.16 5280992 5375145 74994.58

Data Source: India Trades, CMIE, India

Note: The classification of products is made by the author based on (2001).
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Table 10: Trade Potentials of South Asan Region* in 1998

(in‘000 US$)
Section Description Imports Exports P;gftjizls
| Live animas and animd products 116455 1728947 83044
I Vegetable products 170658( 4002527 874910
"l Animd or veg fas & ails 1267011 282872 79629
v Prepared foodstuff, beverages, etc. 680090 1035034 170736
\% Mineral products 8973499 1433764 200642
Vi Products of the chemicals 382444( 3371323 1362104
VI Plagtics & articlesthereof 1129244 858062 387646
VIII Raw hides & skins, leather 140932 1496961 5945]]
IX Wood & articles of wood 405348 98534 23407
X Pulp of wood or of other fibres 761837 144983 119066
Xl Textile & textile aticles 3269645 16310334 1325953
XIl Footwear, headgear, umbrdlas 4267¢ 994387 21684
X111 Articles of stone, plaster, cement 140092 477457 822071
X1V Natura or cultured pearls, jewdlery 9284084 7396941 367555
XV Base metds & articles of base meta 2359744 2252903 8015943
XVI Machinery & mechanica gppliances 6200869 2336491 176780
XVl Vehicles, Aircraft, Vesds 1370624 963193 634520
XVII Optical, photograph, cinematographic 686640 238560 1441644
XIX Arms& ammunitions 7375 2614 576
XX Misc manufactured articles 131311 606461 68554
XXI Works of art collectors pieces 134 31705 0

Data Source: TRAINS, UNCTAD, 2001.
Noate: * Imports of the region does not include Pakistan and Bhutan
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Appendix I: Classfication of Technology Intensive Products

S.No.

Product Type

Commodities

Primary Products

Live animd for food, Medt fresh, child, frozen, Milk and Cream, Eggs hirds,
fresh, presaved, Heh, fresh, chilled, frozen, Shel fish fresh, frozen, Wheat Eic.
unmilled, Rice Bady unmilled, Maze unmilled, Ceeds nes unmilled, Veg ec.
fresh, dmply presaved, Fruit, nuts fresh, dried, Coffee and subditutes Cocoa,
Tea and mae Spices Feading duff for enimds Margaine and shortening,
Tobacco  unmenufedtured, refuse, Hides kins exc furs raw, furking  raw,
Seads for oft fixed ail, Seed for other fixed oils Naurd rubber, gums Cork,
naurd, raw, waste, Fud wood nes charcod, Pulpwood, chips woodweste Silk,
Cotton , Wod (exc tops), animd har, Fetilizas aude Sone sand and grave,
Sulphur, unroested i pyrte, Naturd aorasves nes Other crude minerds, Crude
aimd mdieds nes Crude veg maeids nes Cod, lignte and pedt, Crude
paroeum, Gas naud and manufeciured, Siver, plainum, ec, Coppar exc
cement copper, Nickd, Aluminum, Leed, Zinc, Tin

Resource Basd
Manufactures:
Agrobasd

Meat dried, <dted, smoked, Mea prepared, presaved, nes eic, Butter, Cheese
and curd, Fsh <dted, dried, smoked, Fsh dc. prepared, presarved nes, Wheat
dc. med or flour, Other caed meds flour, Cered ec. prepardions Vegeables
dc. presarved, prepared, Fruit presarved, prepared, Sugar and  honey, Sugar
candy nonchocolae, Chocolale and products, Edible products prepardtions nes
NorrAloohd  beverages nes Aloohdic  beverages  Tobaoco,  menufectured,
Rubber, gynthetic, redaimed, Other wood rough, sguared, Wood  sheped,
depas PUp and wede peper, e other textile best fibers Veg fiber, excd
cotton, jute, Wede of textile faorics Fexed veg oils soft, Fixed veg ail nonsoft,
Processed animd veg oil, ec, Maeids of rubber, Rubber tyres tubes dc,
Rubber atides nes Cok manufectures, Veneers  plywood, ec, Wood
manufactures nes, Peper and paperboard

Resource Basd
Manufactures.
Other

Iron ore concertrates lron and sted sorgp, Uranium, thorium ore, conc, Base
mad oes conc nes Nonfearous metd sorgp nes Precious meld ores waste
nes Briquets ooke semi-coke Petrodeum  products, refin, Reddud  petroleum
products nes, Animd oils and fas Hydrocarbons nes derives Nitrogenfncn
compounds, Orginorganic  compounds  etc, Other organic  chemicds  Inorganic
dements oxides, dc, Other inorganic chemicds dc, Syntheic dye na indgo,
lkes, Dyes nes taning products Essxtid oils pafume dc, Sach, inulin,
duten, dc, Lime cemet, buildng products Clay, refractory hbuilding products
Mingd menufactures nes, Glass Pearl, precious samipredous stone  Uranium,
thorium, dloys, Non-Ferrousmetdsnes

Low technology
Manufactures.
Textile Gamat &
Footwear

Legher, Leasther ec. manufactures Fur sins taned, dressed, Textile yan,
Cotton fabrics, woven, Other woven textile farics Knitted, ec. fauics Lacg
ribbons tulle ec, Specid texile fabrics products Textile atides nes Hoor
coveings, €c, Travd goods hendbags, Men's outer wear not knitted, Women's
outewesr non-knitted, Under garments not  knitted, Outer wear knitted non-
dadicc, Under gamets knitted, Textile dothing access nes Headgear, non-
textile daothing, Footweer

Low Technology
Manufactures:
Other Products

Paper, ec, precut, Glassvare, Pottery, Iron, sted shapes ec., Iron, sed univ,
plae shed, Iron, ded hoop, srip , Ralway rals dc iron, ded, Iron, ded wire
(exed w rod), Iron, sed cadings unworked, sructures and pats nes, Mead
tanks, boxes ec, Wire products nondectronic, Sted, copper nals nuts, efc.,
Toods Cutley, Bae megd housshold equipment, Base metd manufectures nes
Furniture, parts thereof, Artides of pledic nes Toys sporting goods, ec, Office
applies nes, Gold, glver wae jendey, Muscd indruments pats Other
menufectured goods

Medium
Technology
Manufactures:
Automoative

Pass motor vehide exc. Busess Lories seddly motor vehides nes Road
motor vehides nes Motor vehide pats access nes Cydes dc. motorized or
not
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7 Medium Synthetic  fibers to  spin, Other manmade fibres Alcohds phends  €c,
Technology Caboxylic adds ec, Pgmetts pants ec, Pefumery, coanetics €c, Soap,
Manufactures: deansng dc.  prepadions Fetilizrs menufactured, Explodves,  pyrotech
Process products, Product of condensation etc, Polymeization ec. products Cdlulose

Oeivdives ec, Padic maeid nes Pediddes digneffedtants Miscdlaneous
chemicd produds nes Woven manrmede fibiics Hg iron ec, Iron, ded
primary forms, lron, ded tubes pipes ec, Tralers, nonmotor vehide nes
Railway vehides Photo, dnemasupplies

8 Medium Seam boles & ax plat, Inend combus pigen engine Engines and motors
Technology nes Agicdtud mechiney, exc. tradors Tradtors nonroed, Civil enginesring
Meanufactures equipment ec, Texile lesther mechinery, Pgpoer ec. mill mechinery, Printing,
Enginesing bindng mechiney pts Food mechiney nondomedic, Other mechingy  for

sedd industry, Metd working mechinery-todls Med working mechinery nes
Heding, codling equipment, Pumps for liquids etc, Pumps nes cantrifuges ec,
Mechenicd hendling  equipment, Non-dectric  mechinery, tools nes Nondedtric
mechingry  pats ac nes rado broadcest recdvas  Sound  recorders
phonography, Switchgeer ec, pats nes Hoedric didributing  eguipment,
Household type equipment nes, Ships and boats ec, Plumbing, hedting, lighting
equipment, Medicd indruments nes Meeas and counters nes Optical  goods
nes Watchesand docks War fireemsammunitions

9 High Techndlogy Rotaing dedric plat, Othe powe geneding mechiney, Office machines
Manufactures: Automatic data processing  equipment, Office adp mechiney pats  access,
Hedronic& Tdevison recaves Tdecom equipmet, pats access nes  Hedric  powe
Hedricd mechiney nes Hedromedicd, xray eqipment, Tranddors vaves €c,

Hedricd machinery nes

10 High Techndlogy Redioactive dc. maeid, Medidnd, phamecauticd products, dream  engines,
Manufectures: turbines, Airaaft ec, Opticd indruments Messuring contralling  insruments,
Other Photo gpparatus, equipment nes

33



#01

#02

#03

#05

#O7

#10

#11

#12

#13

#14

#15

#16

#17

#18

#19

RIS Discussion Papers

World Trade Organisation and India — Challenges and Perspectives by V.R. Panchamukhi,
2000

WTO Regime, Host Country Policies and Global Patterns of Multinational Enterprises
Activity: Implications of Recent Quantitative Sudies for India by Nagesh Kumar, 2000

Trade and Environment Linkages A Review of Conceptual and Policy Issues by T.R.
Manoharan, Beena Pandey and Zafar Dad Khan, 2000

Natural Resource Accounting: Economic Valuation of Intangible Benefits of Foredts
by T.R. Mancharan, 2000

Multinational Enterprises and M&As in India: Patterns and Implications by Nagesh Kumar,
2000

Explaining the Geography and Depth of International Production: The Case of US and
Japanese Multinational Enterprises by Nagesh Kumar, 2000

Liberalisation Outward Orientation and Inhouse R&D Activity of Multinational and Local
Firms. A Quantitative Exploration for Indian Manufacturing by Nagesh Kumar and Aradhna
Agarwal, 2000

China as# 1. Threat or Opportunity? by Ramgopa Agarwala, 2001

Market Access for Industrial Sector in WTO Negotiations An Agenda for Developing Countries
by Rgjesh Mehta, 2001

India’s Trade in 2020: A Mapping of Relevant Factors by Nagesh Kumar, 2001

Alternate Forms of Trading Arrangements in Indian Ocean Basin: Implication for India from
IOR ARC by Rgjesh Mehtaand S.K. Mohanty, 2001

INDO-Japenese Trade: Recent Trends by Rgesh Mehta, 2001
Pogt-Reforms Export Growth in India: An Exploratory Analysis by Saikat Sinha Roy, 2001

WTO's Emerging Investment Regime and Developing Countries: The Way Forward for TRIMs
Review and the Doha Ministerial Meeting by Nagesh Kumar, 2001

India-Central Asan Republics Economic Cooperation with oecial Reference to Kazakhastan —
India Economic Relations by N. Makhanov, 2001

India-ASEAN Economic Cooperation with Soecial Reference to Lao PDR-India Economic
Relations by Thatsaphone Noraseng, 2001

The Public-Private Debate in Agricultural Biotechnology and New Trends in the IPR Regime:
Challenges before Developing Countries by Sachin Chaturvedi, 2001

Review of the WTO Agreement on Agriculture The Current Sate of Negotiation
by Biswgit Dhar and Sudeshna Dey, 2001

Indian Software Indusiry Development in International and National Development Perspective
by Nagesh Kumar, 2001



#20

#21

#22

#23

#24

#25

#26

#27

#28

#29

#31

#32

#34

#35

#36

#37

#38

Implementation of Article X of the Biological Weapons Convention in a Regime of Srengthened
Intellectual Property Protection by Biswgjit Dhar, 2001

Perceptions on the Adoption of Biotechnology in India by Biswgjit Dhar, 2001

Product Sandards and Trade in Environmentally Sengtive Goods: A Sudy of South Asan
Experience by Sachin Chaturvedi and Gunjan Nagpal, 2001

Establishment of Free Trade Arrangement Among BIMST-EC Countriess Some Issues by
Rgesh Mehta, 2002

Potential of India’s Bilateral Free Trade Arrangements: A Case Sudy of India and Thailand by
Rajesh Mehta, 2002

Intellectual Property Rights, Technology and Economic Development: Experiences of Adan
Countriesby Nagesh Kumar, 2002

Infrastructure Availahility, Foreign Direct Invesment Inflows and Their Export-orientation: A
Cross-Country Exploration by Nagesh Kumar, 2002

Foreign Direct Investment, Externalities and Economic Growth in Developing Countries: Some
Empirical Explorations and Impliations for WTO Negotiations on Investment by Nagesh Kumar
and Jaya Prakash Pradhan, 2002

Satus and Devdopment of Biotechnology in Indiaz An Analytical Overview by Sachin
Chaturvedi, 2002

Pergstencein India’ s Manufactured Export Performance by Saikat Snha Roy, 2002

Measuring Developments in Biotechnology: International Initiatives, Satus in India and
Agenda before Developing Countries by Sachin Chaturvedi, 2002

WTO and Indian Poultry Sector: Lessons from Sate Support Measures in Sdect Countries by
Rajesh Mehta, 2002

Tonerds an Asan Eoonoic Cammunity — Midon of Closr Econarric: Coopardion in Adac An Ovenview by
Negesh Kumar, 2002

Towards an Asan Economic Community. Monetary and Financial Cooperation by Ramgopd
Agarwala, 2002

Towards an Asan Economic Community: The Relevance of India by Nagesh Kumar, 2002

India, the European Union and Geographical Indications (Gl): Convergence of Interests and
Challenges Ahead by Sachin Chaturvedi, 2002.

WTO and Product Related Environmental Sandards. Emerging Issues and Policy Options
before India by Sachin Chaturvedi and Gunjan Nagpd, 2002.

The Deerminants of India's Exports A Smultaneous Error-Correction Approach by Saikat
Sinha Roy, 2002.

Analyss of Environment Related Non-Tariff Measures in the European Union: Implications for
South Asian Exports by SK. Mohanty and T.R. Manoharan, 2002.

35



#39

#41

#42

HAT

Addressing Sanitary and Phytosanitary Agreement: A Case Sudy of Sdect Processed Food
Products in India by Rajesh Mehta, M. Sagjib and J. George

Liberalization, Firm Sze and R&D Performance: A Firm Level Sudy of Indian Pharmaceutical
Industry by Jaya Prakash Pradhan, 2003

Economic Co-operation Between India and Sngapore: A Feashility Sudy by Raesh Mehta,
2003

Export Performance of Indian Enterprises in Knomedge-based Industries Recent Trends,
Patterns and Implications by Nagesh Kumar and Jaya Prakash Pradhan, 2003

BExport Compdtitiveness in Knowledge-based Industriess A FirmLevel Analysis of Indian
Manufacturing by Nagesh Kumar and Jaya Prakash Pradhan, 2003

Determinants of Outward Foreign Direct Investment From A Developing Country: The Case of
Indian Manufacturing Firms by Nagesh Kumar and Jaya Prakash Pradhan, 2003

Possihility of Close Economic Cooperation between India and Sngapore by SK. Mohanty,
April 2003.

Towards a Multipolar World of International Finance by Ramgopal Agawaa and Gauri
Modwel, April 2003.

Towards an Economic Community: Exploring the Past by Vineeta Shanker, April 2003.

36





