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Abstract

The multi-faced socio-economic problems of South Asia are amenable to way
out only through regional cooperative efforts. The SAARC, a youngest
regional bloc in the globe, was established in 1985 with the hope to promote
regional cooperation and mutual socio-economic development in this region.
After completing eighteen years, a lot of achievements have been made
through this forum in the field of non-political and cultural spheres like
terrorism, mass-communication, food security, environmental protection etc.
The most significant achievement of SAARC is that it has initiated a process
of regional cooperation in South Asia that has been persisting over the years

amid hopies and despair.

Since the emergence, SAARC has been exposed barriers and difficulties from
multifarious sources - political, institutional, economic and cultural. The
main impediments of the SAARC process came from the Charter (Article 10),
decision-making process, selecting area of co-operations, absence of strong
secretariat, mutual mistrust among the members, bilateral disputes
(Kashmir issue, border, water etc.), historical Ilegacies, nuclear
rivalry/proliferation, domestic instability, lack of regional leadership role,
trade imbalances, centralization of power and authority, economic

complementarities etc.

The realists and neo-realists have always tried to downgrade the importance
of SAARC highlighting those limitations. However, still now inter and intra-
nations disputes, security and nuclear proliferation issues received scan

appreciation in the region with this forum.

An objective diagnosis of achievements and limitations of SAARC process

reveal mixed outcomes for the region. While critics argue that SAARC is a
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Vhitc elephant’ or a failed organization, the others emphasize the
contribution of this process for the regional peace and development. It must
be argued that a regional organization cannot develop in isolation as an
island. It is very much part of the political, economic and social processes of
the region. Hence the performance of SAARC as a regional organization must
be judged in a comparative and criticsd perspective. The futiire of SAARC is

closely enmeshed with the socio-economic aspect of this region.

It is quite impossible to seek the solution of all the disputes and problems of
the region in a short period of time. It is also not good to be unenthusiastic

about the success and achievement made through the SAARC.

However, South Asian Association for Regional Cooperation needs re-think
its framework. An intensive political will and inter-state dialogue is needed to
strength SAARC process. Bilateral disputes and contentious issues have to
be resolving through *multilateral approach’. For strengthing SAARC
mechanism, It is needed to increase ‘intcr-govemmcntal,’ ‘inter-institutional’
and *inter-people’ understanding among the member countries of SAARC.
There needs to facilitate regional confidence building measures and ‘inter-

state dialogue’ to address long-standing disputes of member states.
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Chapter One

Introduction

In the postcolonial phase, regional cooperation turns into an order of the day for
setf-contained arwi self-reliant socio-economic development of the several
regions of the World. A numtjer of Initiatives and arrangement have been made
to form institutional framework of regional cooperation. South Asia remained
beyond at all mutual and co-operative firamework and mechanism until the
formation of the South Asian Association for Regional Co-operation (SAARC). In
the era of post-Cold period, the framework of regional cooperation is going
through many significant changes and adjustment. Changes are multiple and
diversified and in many ways have need of altemative thinking on approach to
regional cooperation.

South Asia is a w«ll-defined geographical region with a shared social, cultural
and civilization past; but its postcolonial history, mired in inter-state conflicts, has
deeply divided the region.® There is hardly any region of the world, which is
without some sort of regional cooperation an-angenr)ents. The vital of economies
also demand regional cooperation arxJ integration for the augmentation of
regional prosperity. Like most other regions of the world, South Asia within the
structure and framework of South Asian Assodation for Regional Cooperation
stands at the tuming point in the early of new millennium. According to the
Charter, from the beginning, elaborate Institutional mechanism has been set up,
programme and projects have been formulated encompassing not only socio-
economic, cultural and technical aspects but also areas that apparentiy fall in the
domain of security which the South Asian leaders vowed not to tread. The
concrete achievements of SAARC, in terms of fostering either regional
cooperation or friendly relations among the memt>er-states, were insignificant. A
regional politico-security environnnent full of suspicion and mistrust, and a host of

*Navnlta Chadha Behera, ‘Regionalism frcmi Below: The Domain of Civil Somety in Shaheen Afroze
(2002) “Regional Cooperation in South Asia: New Dlmen5|0ns and Perspectives” enaka, Bangladesh

Institute of International and Strategjc studies, p

* See, SAARC Secretariat, 90Ut ASIan Associationfor Regional Cooperation: A Profile, kathmandu, 1098
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bilateral conflicts among the member-states have constantly overshadowed the
process of regional cooperation within the framework of SAARC.

However, in the age of globalization and flow of infornnation, SAARC has
achieved notable progress in the area of non-political and cultural sphere of this
region. South Asian scholar appropriately remarked “the combined positive
impact on SAARC of domestic economic and political liberalization in South Asia
and the global trend of expanding regionalism is evidenf ~ The signing of
SAARC Preferential Trading Arrangement (SAPTA) in 1993 and the program of
South Asian Free Trade Area (SAFTA) is the significant success of the area of
‘institutionalization of the framework of economic cooperation efforts’ in South
Asia.

SAARC was established with certain hindrance and limitations that were
basically self-obligatory. South Asia was always under pressure from security
perception and security vulnerability, but f'om the very beginning, SAARC was
silent and ignored bilateral disputes and security issues. SAARC is an
organization with strong ambitions, but restricted powers. From the start the
scope of SAARC was reduced by the rule of unanimity, by the slowness and
consultative nature of the procedures, by the decision to exclude areas of
disagreement, and finally by the absence from the beginning of a free trade

treaty or a preferential agreennent.

Actually, there is hardly any region of the world, which is without some sort of
regional cooperation arrar*ements. The vital of economies also demand regional
cooperation and integration for the augmentation of regional prosperity. Actually, X
the regional voice has far better chances of t>eing heard than has the lone voice

of a nation.

In general, the exercises in regional cooperation in the Third World have had
close links with strategic factors. Tirrie and again, these links remain dormant

~A. k.M. Abdus sabur, "Persistence 0 fCor*ontation and Conflict in South Asia: . Unqerlﬁing Reasoné,
D nam|c? ﬁn CONSEQUENCES, Paper frfesented at the Regional seminar on - 9€CUMty 0 TSOULTASIa an

F ture 0 t eSAARC organized by the Bangladesh Institute of International and Strategic Studies (BUSS),
cn 24 June 2003
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even in the case of cooperation exerdses of the developed region such as

Europe.

1.2 Chapterization

In formulating a suitable composition for the thesis the researcher has pursued,
as far as possible, rules and conventions given by the University. In addition the
researches followed several intemationally much-admired universities.

Chapter one is the introductory chapter. It is a statement of the significance of the

thesis. It also provides limitation and cauterization of the thesis.

Chapter Two provides a theoretical framework for the thesis. This chapter
pointed out some theoretical connotation, like; regionalism, functionalism, neo-

functionalism, regionalism in Soutii Asia and so on.
Chapter three provides the methodological considerations for the entire thesis.

Chapter four analyses the historical perspective of South Asia and South Asian
Association for Regional Cooperation (SAARC). This chapter also provides a

historical conception of SAARC.

Chapter five presents a objective diagnosis of achievements and success of
SAARC process in both tangible and intangible point of view. This chapter also
provides summit wise outcomes with chronological and sequential order.

Chapter six provides a profile that to what extent SAARC became unsuccessful

and to identify that area.
Chapter seven draws a diagnosis of SAARC’s impediments and constraints. It

presents several identified areas challenges that are closely related with the
SAARC process.

*S.D. Muni, “SAARC at Crossroad”, Himal South Asia, May-June 1997:26
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Chapter eight looks forward the future prospects of SAARC.
Chapter nine draws a conclusion with a tentative recommendation for future

directions.

1.3 Limitations

It may indeed prove to be fer the most difficult and not the last important task for
human reason rationally to comprehend its own limitations.® There were several
constraints on the way to carry out the study.

The subject nnatter taken up by the thesis smacks a very wide range, both in
terms of periods of time and Its adjoining areas. In fact the topic is selected to
address to the challenges and constraint of the South Asian Association for
Regional Cooperation (SAARC) and to identify the future prospects for promoting
regional cooperation in South Asian Region. While focusing directly on
challenges and future prospects of SAARC it has been identified as transitional
flerlod of institutionalization of regional cooperation during 1985-2000 In entire
world. In this situation, one must need to set down a methodological guideline,
recomnnending a list of important and relevant issue expected to be covered with
the thesis. Keeping this view in mind the researcher has inadequate
performance. Nevertheless, maximum endeavor has been deployed to support
the requirement at per of the topic but some more intensive investigations were
necessary to reconcile the point.

Although there exists shared cultural identity, comnnon past experiences,
comnnon eco-system, common heritage in South Asia but still now this region is
at the first stage of regional political and economic cooperation. SAARC emerged
in 1985 with the hope of reducing chronic poverty, pronrroting socio-economic
progress, enhancing economic cooperation and maintaining peace and stability
of this region. Although an institutional framework has been set up, program and
projects formulated with in the SAARC framework but security and bilateral

* The 1974 Noble Prize Winner Friedrich A. Hayek in his famous book “Price and Production”
Commented, mentioned by Edwin J. Feuber Jr. “Freedom is Prophet”, in The Daily Star, 18 May, 1999,
p.5
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issues were deeply ignored. Now, considering rapidly changing global society, it
is tfie time to rettiink ail endeavors and efforts for regional cooperation and
development. Considering the crucial reality of South Asia, a vigorous systematic
study is essentia! for recommending ttie renfiedy measures and the way out.

The inquisition of finding the issue closely related with the challenges and
prospects of SAARC in this region, this research confined itself with socio-
economic, cultural, F>olitical and security in regional perspective in partial form.
Since the topic is a vast one, it is possible to make in-depth study on various
individual aspect of the topic. This research has a preference to identify
achievements and constraints of SAARC process and tentative
recommendations for future development.

The researcher has attempted to build up a theoretical framework that has some
limitations and inappropriateness. However, the researcher has gone through
exhaustive and intensive study to identify the problem of regional cooperation
and made a way to fonm common position in various bilateral and multilateral

issues In South Asian Perspective.
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Chapter Two

Theoretical Framework

The conceptual foundation of the establishment of SAARC relates to some
theoretical underpinnings namely regionalism, functionalism and neo-
functionalism. In fact, to understand the whole process in theoretical terms it Is

necessary to analyze these concepts briefly.
2.1 Concept of Regionaliein

REGIONALISM is a Cold War trend, a most significant development in the global
affairs after the Second World War. It is based on the political concept of
geographically proximate nation states coming together with the objective of
forging cooperation in jointly identified areas for their mutual benefits.® The nrrajority
of the regional blocks then were at first formed to afford political Interest by
maintaining the global relations mainly to ward off the threat originating from the
two super powers. However, as time passed by, these blocks have concurrently
taken interest towards economic front and achieved outstanding progress in the
field. For examples EEC, NAFTA, SAPTA, APEC SAARC, ASEAN etc. is now
thinking on the subject of the necessity for a larger market for their industrial unit

manufactures.

Regionalism emerged in various regions to maximize trade benefits, or as new
form of collaboration to stimulate growth and promote Investment”~The trend of
forming regional collaboration by forging coalition based on the general benefit has

' Mdiammad Humayim Kabir, “Sub-Regional cooperation in South Asia: Intcrfecing Regionalism
and Globalizaticn”, in Shaheen Afroze{edT(2002) “Regional Coqgseration in South Asia: New
Dimensionsm and Perspectives” Bangladesh Institute of International and Strategic Studies, Dhaka,
pp. 281

A Ataur Rahman, “Globalizati<m, Regionalism and Governance: A Ccanparative Perspectives of
South and Southeast Asia.” Lecture Series 2, Japan Study Circle, University of Dhal” September
1998, k >.7
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completely dominated the global relationships. It has been also accepted as a part

of development strategy by different countries of the world

After the Cold War, it has been a sea transformation in the replica of forming
regional collaborations. Samuel P Huntington in his book, 'Clash of Civilization and
Remaking of the World Order" mentions that global politics is being reconfigured
along cultural lines and peoples and countries with similar cultures are coming
together. Peoples and countries with different culture are coming apart. Alignments
defined by ideology, superpower relations and economic factors are giving way to
alignments defined by culture and civilization. He added that political boundaries
increasingly are redrawn to coincide with cultural ones, ethnic, religious, and

civilization.”

South Asia cannot be an exception of this trend. They also followed the outfit by
framing the SAARC essentially to sustain and set up a sense of all types of
collatjoration in the area. Slightly one is able to assume that arrangement of
SAARC is a Cold War trend, as thoughts of having regional collaboration were take
root whereas the Cold War was at a standstill leading the global dealings. It was
anticipated that SAARC would mark of a new era in the regional cooperation

among the intimidating countries of the area.

Regionalism leads to intra-regional economic development, promote confidence-
building measures and ensure peace and conflict management/ln the era of
globalization, it is true that, regional cooperation will be successful where there is a
less difference in cultural, ethnic and linguistic compor®nts in the binding
countries. The connoisseurs of International Political Economy states four
significant aspects of regionalism; firstiy the economic cooperation is only viable
and workable when the countries of the sakl block have genuine interest on the

block, secondly the variance in the size of the economy of the countries need not

~Munim Kumar Barai, ‘Regionalism in International Business: South Asian Perspectives’, The
Journal of International Relations, University o f Dhaka, Vol. 4, # 1-2, July-June 1996-97 pp.52

Samuel P Huntington, T e CE:ISh 0fC|V|I|Zat|OnS * Journal of foreign Affeirs Vo. 72, No.3
Summar 1993
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require to have vast difference and thirdly contiguous border is required, fourthly
common political and cultural structure are the key points for the successful

launching of any types of regionalism.®

Any meaningful co-operation is not possible to develop without strengthing
regionalism. At this juncture, It can be said when the idea of regionalism is
superseded by the globalization, the formation of regional cooperation is only
possible when there are likely components between the countries that can bind
them together, otherwise there seems to be less chances of their survival in the

long run.
2.2 Concept of Functionalism

Any reference to regional integration or cooperation must relate to the concept of
functionalism. It is a powerful concept in political science and international relations
developed by David Mitrany to create institutions for transnational cooperation. The
work of Integrative theorists, notably Kart Deutsch and David Mitrany, have
generally viewed integration as a dynamic process leading eventually to a
condition known as “political community”. This process is based on consensual
decision making, with the rational for this assertion being that as intemational
cooperation by necessity is decentralized between geographically or culturally
distinctive units, these units lack effective institutions that can provide them with
adequate information on the activities or rDotivations of tile other participants. As a
result, the ability of nation-states to cooperate in a manner that encourages
integration is hampered and instead seeks to focus on areas of what have been
identified as “low politics”. Low politics are defined as falling in the range of issues
such as norvmilitary cooperation”.

’ Mohammad Humayun Kabir, “Sub-Regional cogjeration in South Asia: Interfacing Regionalism
and Globsiization” op. cit pp. 283
‘ Vijaya Chaliae, Regional Cooperation” The Himalayan Times, 31 December 2002, see

www.neoalresearch.oro ) . . . .
Dougherty, James E., Robert L. PraltzgrafF, r. CONteNding Theories o fintemational relations; A
CompreﬁenSIVG Urvey4* Ed (New York: Addis(Hi Wesley Longman Inc 19%) p. 419.
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in fact, integration has been an Important goal of nation states at national, regional
and global levels. Contrary to federalism Mitrany argued that functionalism
prescribed ttiat integration that was “pragmatic, technocratic and flexible” and
above ail apolitical. The goal of *nctionaiism was notto create a new “super state”
above the member states, but instead to blur the lines dividing public and private,
national and international, political and non-political. “Peace will not be secured if
we organize the worid by what divides it.” (Mitrany, 1996:111) This was to be
achieved through the creation of a “web of intemational activities” that would
overlay national and political divisions. Links were to be developed along
pragnfiatic lines, at the logical level for each functional goal, regardless of national
or political boundaries. Examples: Trains-continental, post-global, shipping-
intercontinental etc. Creation of a web of functionally integrated services occurring
at the naturally appropriate level “the function determines the extent and executive
organ suitable for its proper activity"{Mitrany, 1996: 107).. These interlocking
institutions will create mutual dependendes and make war unfeasible regardless of
ideotogical d'rfferences that divide states. Citizens will approve because of general
improvement of services without the need to adopt a new political order. Thus a
new form of organization could emerge to contribute to peace, development and
security for a nation or a region. Many argue that the creation of European Steel
and Coal ComnfHjnity as forerunner of European Economic Community, currentiy
known as European Union was based on functionalism. Likewise, ttie
establishment of SAARC is a reflection of the relevance of this theory of

integration.

However, functionalism has also limitations in explaining the emergence and
sustenance of regional integration as argued by its critics. It should be pointed out
that the functionalist approach looks at the regional co-operation process as a
transitional stage of regional integration, rather than an end tn itself. The approach
appears to be an oversimplification in the sense that it ignores the prinr«cy of
politics in the co-operation process among the developing countries, ft has been

observed that even if co-operation starts in a few discrete and non-controversial
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areas, it soon gets over-politicised negating the validity of a gradual politicisation

process.

As opposed to functionalism ‘communication theory’ takes a bottom-up approach
in terms of developnnent of a sense of community, defined in a much broader
sense than the economic focus of functionalism, to include social perceptions,
values and sentiments and articulation of ttiese values, and a sense of community
in fonnal and structured fomis.According to this view, co-operation could be
measured empirically In terms of frequency and nature of border-crossing
communications like mall flows, people-to-people contact, electronic media,
student travels, tourism and Intra-reglonal trade. This led to the modification of this

theory by some thinkers known as neo-functionalism.

2.3 Concept of Neo-functionalism;

As mentioned earlier, functionalism derived ffom the work of David Mitrany was
moved fonwards by the development of neo-functionalism and much of the early
work on neofunctionalism was undertaken in the late 1950s and the 1960s during
studies on the emerging EEC. The advocates of neofunctionalism were Ernst

Haas, Leon Lindtierg and Joseph Nye.

Ernst Haas, one of the leading thinkers in the field of neofunctionalism, viewed
integration as a developing and e)g}anding process involving the twin strands of
bargaining and conripromise - he was of the view that integration was like no other
form of politics for the neofunctionalists integrative cooperation based on
successful cooperation in areas of low politics - that is areas of non-contentious
political activity - could lead to cooperation in other fields of policy including areas
of high politics. Ernst Haas spoke of a process of spillover by which he meant that
a positive experience of integrative cooperation coukJ lead to yet more integrative
cooperation - thereby creating a positive cycle of integration. Haas recognised,
however, that spillover - a positive cyde of integration - would be neither automatic

nor inevitable and believed that much would depend upon the choices made and
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the choices taken by governments and associated actors within the integrative

process.
Neofunctionali&m differs from functionalism in three specific ways:

1. neofunctionalism the role of politics and of governments are accounted for -
neoftjnctionalism accepts the political (and economic) nature of integration and the

role of national elites within the process.

2. neofunctionalism is more detailed than its predecessor and rests upon a deeper

academic and descriptive basis than functionalism.

3. neofunctionalism is a regional integration theory rather than a global integrative
theory - it is a partial rattier than a grand theory - and it focuses upon integration
between a group of identifiable nation-states in a reasonably defined region of the

world.

Integration Is a complex concept to model and various attempts have been
adopted but of ail the models generated none represent a universal, partial or
grand theory with which we can explain and predict the future course of regional
integration. Neo-functionalism is considered a major advancement in explaining
the process of regional or national integration. The development SAARC process
has relevance with this concept though it may not fully explain everything.

2.4  Precondttfons for Regional Co-operation

Regional cooperation Is a device to condense the susceptibility of individual
economies and improve their competitiveness in a milieu of ever-increasing
contemporary economic liberalization. The sharing of benefits of the regional
cooperation is indispensable to attain and maintain a minimum adequate level of
economic and social advancennent. There are some common vital factors that
facilitate the regional cooperation in all levels. These are as follows;

» Political obligation and commitment of all the sharing nations;

» Economic similarities among the interrelated nations;
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» Stable political and security surroundings at the national and regional

level;
» Stable social cohesion and solidity within the society;
» Geographical propinquity;
» Ethno-cultural harmonization;
* Connmon historical ties;
» Creative thinking of leadership and guidance;

e Common positions on issues of shared interests at the international

forum.
» Enterprising private sector;

» Realistically developed public sector-private sector corporation and joint

venture initiatives; etc.®

A number of the preconditions of the regional cooperation are not exactly available
in South Asian countries. Regionalism in South Asia is not a new phenomenon.
Despite  SAARC’s achievements in certain institutionalization and pragmatic
aspects, regionalism in South Asia remains shallow.® But, unsurprisingly, internal
differences over the modalities of promoting SAARC do exist in the region.

* See for details Mohammad Humayun Kabir, “Sub-Regional cooperation in South Asia: Interfacing
Regionalism and Globalization”, op. cit. pp. 290

’ For details see Mahendra P. Lama, “SAARC: Shallow R"~ionalism, Political Abstinence and
Economic Advicacy,” BUSS Journal, Vol-21, #1, January 2000, 1-35
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Chapter Three

Methodological Considerations

The present thesis, The Success and Failure of the South Asian Associatbn for
Regional Co-operation: An Analysis,” the observational, historical and analytical:
methodology and primary, secondary and online resources have been exercised.

3.1 Primary Sources: official documents, statements, interviews with key

person

Printary data were collected through analytical, observational and empirical
methods. The prinnary data were also collected from official documents, policy
statements and various reports. In this research works the researcher has
engaged direct personal Interview and discussion that is well thought-out a very
dependable method of data collection. Surely this method provides the researcher

a chance to have straight oral dealings with the respondents.

To complete the interviews the researcher had to visit different institutions and

organizations and dealt with various specialized key people on this issue.

3.2 Secondary Sources: books, journals, dailies, Internet browsing and other

published materials

At the onset of the study, a rigorous desk research was carried out. Appropriate
literature, various research works, and other secondary data were studied
intensively and it became helpful to the present researcher to build up the design,
construction of the theoretical frameworic and selection of the topic. In this
perspective, the researcher visited dissimilar libraries of Bangladesh. The visited
libraries are: Dhaka University Central Library, The Public Library, Dhaka, BUSS
Library, BIDS library, The British Council Library (Dhaka), Jatiya Sangsad Library,
World Bank Library (Dhaka). In these libraries the researcher went through
relevant books, journals, periodicals, papers, published and unpublished materials.
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To conduct this research the researcher has studied the Daily Newspaper and
Weekly Magazine of India, Bangladesh, Pakistan, Nepal and Sri Lanka and
analyzes the views of the specialized person. The researcher had to visited various
website through Internet browsing and collect secondary information from the web
page.
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Chapter Four
Historical Background of South Asian Association for

Regional cooperation (SAARC)

Unlike other regional blocs, South Asia has a very recent history in terms of nation
states. Five out of seven nations of the region were colonized and t>ecame
independent within the last five decades, the exceptions being Nepal and Bhutan.
All seven are developing nations in different stages of progress. With a large
numl>er of people living t>elow the poverty line, low literacy rate and high infant
nfiortality rate, among other things, the govemments in the region have to bury their

variation to overcome what Is undoubtedly a fearsome collective challenge.

South Asia is gripped by terrorism, insurgency and other turbulence. Six of the
seven SAARC countries — with the exception of Maldives — have been fadng
terrorism problems of one kind or the other. However, unlike during the Cold War,
the international political environment Is conducive to easing tension anx>ng

member states.

Poverty and over population are the common features of South Asian countries.
Furthernrore, there exists large numt)er of mutual mistrust, suspicion and
disharmony® among these nations. Enlarging security expenditure in the name of
security and nuclearization of India-Pakistan is the threat for this region. For this
reason, there were the need for teamwork, assistance, cooperation and good will in
the region. The formation of the South Asian Association for Regional Cooperation

(SAARC) was the outcome of these efforts.

The South Asian Association for Regional Cooperation (SAARC) consists of the
seven nations of South Asia, i.e. India, Pakistan, Bangladesh, Bhutan, Maldives,
Nepal and Sri Lanka. SAARC is an alliance based on the awareness with the

purpose of in a gradually nrore mutually dependerrt globe, the challenges of lit>erty.

’ Muhammad Ruhul Amin, “SAARC: Challenges and Opportunities”, in The Joumal of Sexual Science
Review, University of Dhaka, Vol-12, #2, Decemt)er 1995
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peace, economic prosperity and social fairness are the greatest achieved in the
South Asian countries by means of pronx)tion of reciprocal understanding,
signtficant collaboration and excellent neighbourly dealings along with the member
countries that are hop with ties of the past and culture. Unlike human beings,
institutions are born to continue like perhaps the way Lord Alfred Tennyson once

said; "for men may come and men may go but I go on for ever.”

SAARC is one of the more recent efforts to arrange a regional bloc amongst
devek>pIng countries. The government of Bangladesh in Novemt>er 1980 (SAARC,
1988) first proposed the idea of South Asian Regional Cooperation (SARC). After
the process of long discussions, the Foreign Secretaries of the seven states
assembled for the first time in Colombo in April 1981. A few months later, through a
meeting of the Committee identified five broad areas for regional cooperation. The
seven Foreign Ministers of South Asia first met in New Delhi in August 1983. This
first meeting adopted the Dedaration on South Asian Regional Cooperation
(SARC) and officially introduced the Integrated Programme of Action (IPA) to begin
with in five settied areas of mutual understanding ttiat is to say, Agriculture; Rural
Development; Telecommunications; Meteorology, and Health and Population

Activities.

Formally SAARC was bom in 1985 as an association of nations whose aspirations
were to promote the well-being of the populations of South Asia and iniprove their
standard of living; to speed up economic growth, social progress and cultural
development; to reinforce links between the countries of this area; and, lastly, to
promote mutual collaboration and assistance in the economic, social, cultural
technical and scientific fields.* At the first SAARC Summit held in Dhaka at 7-8
Decemberl1985, the Heads of State accepted the Charter* formally establishing the
South Asian Assodation for Regional Cooperation (SAARC).

~See httpyAvww.saarc-sec.OTg, also see appendix-I( Charter of the SAARC)
See htgp://eur<tja.eu.int/comm/cxtemal_relations/saarc/mtro/

« See for details appendix-1{Charter ofthe SAARC)
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Chapter Five

Achievements of the SAARC

“..recalled their commitment to tine promotion of mutual trust and understanding and ,
recognizing that the aims of promoting peace, stability and amity and accelerated socio-
economic cooperation may best be achieved by fostering good and neighbourly relations,
relieving tensions and building confidence, agreed that a process of informal political
consultatior™ would prove useful in this regard.”

Summit Declaration (Male’, 1997)

SAARC has completed the eighteenth year of its establishment and has already
witnessed eleven summits with declarations and programnDes of action of far reaching
significance for millions and millions of people in this region. Although the assessment
of the achievements and limitations of SAARC always has philosophical connotations
among the scholars and policy makers, there is no denying of the fact that this
organization has acJiieved notable successes in a number of non-pditical and cultural
spheres like terrorism, mass-communication, food security, environmental protection
etc. The most significant achievement of SAARC Is that It has initiated a process of
regional cooperation In South Asia that has been persisting over the years amid hopes
and despair. While the realists may try to negate many achievements of SAARC only
to subdue the process as detrimental to the pre-eminence of the so-called bilateralism
and unilateralism, the achievements of SAARC cannot be underestimated. In this
context the major achievements of SAARC both In tangible and Intangible terms can

be explained as follows.
¢ problem solving multilateral framework (first in South Asia);
¢ institution for regional cooperation;

¢ first step to regional integration;
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¢ economic development;
¢ mutual trust and understanding;
¢ regional peace and security;
¢ confidence building measures;
¢ cultural exchange/cooperation;
+ food security program;
¢ combating terrorism;
¢ regional economic cooperation;
¢ trade liberalization (SAFTA);
¢ expansion of areas of cooperation;

¢ poverty alleviation program;

¢ etc (see dedarations of SAARC summits)®

5.1 Economic Cooperation

Economic cooperation is a vital and centi'al issue of development. South Asian region
is a poverty-prone area of the World and its economic features are gloomy and dark,
(see for details the table 1 and 2 ). Accelerated and equitable economic growth in
South Asia will also transform the lives of millions into standards of living in one ofthe
worid’s poorest regions. Economic growth will help to limit population growth, decline
social unrest, enhance political stability, and reduce international tensions in the
region. The South Asian Association of Regional Cooperation was created with the
hope of accelerating economic growtii and put it into the Charter objectives. The

" www.saarc-sec.org, for details see appendix 2-12 {SAARC Summit E>eclarations)
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cooperation in core economic areas among SAARC Member Countries was initiated
fbtiowing the Study on Trade, Manufactures and Services (TMS), conpleted in June
1991. Since 2000, SAARC commenced several measures for promoting economic

cooperation among the memt>er states.

Table 1: Economic Indicators of the South Asian Countries

Banglades . : Sri

h Bhutan India Nepal Pakistan Lanka
GDP US $ 458 b 440 m 4598b 49b  599b NA
Marketjjrice
GDP growth 43 70 6.2 34 39 NA
annual %
GNP US$ 470b 3992 m 4422b 51b 640b  157b
(Atlas)
GNPS percap 440 510.0 450.0 220.0 470.0 820.0
(Atlas)
Agriculture
N DP 211 37.7 285 41.3 25.9 NA
Industry NA
NCDD 26.8 36.7 251 21.6 25.4
Services
o GDP 52,1 25.6 46.4 37.1 48.7 NA
Exports
heDP 136 33.0 10.7 21.7 14.9 NA
Imports HA
s 19.4 42.0 14.2 30.3 19.2 .
Dorn Invst

. . NA

%GDP 20,3 485 24.0 19.2 14,9

* AHfigures are for year 1999

Data source: The World Bank Group”

~ See for details www.the-south-asia.com/Data-Soirth asia-htm
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Tabid 2: Economic indicators for South Asia

1997 2000 2001
GNI. Atlas
method (current 538.0 hillion 594.1 billion 617.7 billion
USs$)
GNI oer caoita.
Atlas method 420.0 440.0 450.0
(current US$)
GDP (current $) 542.8 billion 596.0 hillion 613.8 hillion
GDP arowth
(annual %S 4.2 4.2 4.9
Value added in
aariculture (% of 274 251 24.9
GDP)
Value added in

26.5 26.2 25.9

Value ?dded in

sen/k™(% of 46.1 48.7 49.2
GDP) 1

ExDorts of ooods

and services (% 12.7 15.2 15.2
ofGDP)

Imoorts of ooods

and services (% 16.7 18.1 17.5
ofGDP)

formation (% of 22.2 221 21.6
GDP)

Current revenue.

«1J?iMling grants 12.9 135 135
(%0 ofGDP)

Overall t>udget

isaiance.

inciudina arants

(Y%0ofGDP)

* Average indicators for South Asian Countries
Sourco: World Development Indicators Database, April 2003

-5.3 -5.4 -4.9

5.1.1 Committee on Economic Cooperation

The Council of Ministers at their Ninth Session in Male’ on July 1991, legitimated the
study and established the Committee on Economic Cooperation (CEC) consist of
Commerce/Trade Secretaries of the SAARC Member States. The CEC was form to
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prepare and direct the implementation of specific core measures, poiides and
programmes within ttie SAARC framework to strengthen and enhance intra-regional
cooperation In the fieid of trade and economic relations among the members. The
creation of the CEC was the fomial institutionalized framework of regional economic
cooperation.™ It is now an integral and vital component of the SAARC process. It has
emerged as ttie essential group within SAARC framework addressing economic and
trade-related issues.

Until now, the CEC has arranged ten meetings and taken several decisions for
reducing trade barriers and improving economic growth of this region. It has provided
sugg”ons and guidance, identifying new areas of cooperation as well as considering
repKjrts of specially constituted groups. Its specific functions include analyzing inter-
regional and global developments which impact on Intra-regional cooperation, evohring
joint strategies, common approaches at intemational forums, recommending policies
and measures for promoting intra-regional trade, joint ventures, industrial
complementation and investments.* The CEC covers an extensive range of area from
standards and measurement to customs cooperation arKi the harmonization of
documents and procedures, preferential trading arrangements, rules of origin, and the
transition from the SAARC Preferential Trading Arrangement (SAPTA) to the South
Asian Free Trade Area (SAFTA).®

5.1.2 Trade Liberalization and Trade Facilitation Measures

In the era of globalization, removing b-ade barriers and sharing the benefits of
glot>alization is dosely inter-linked. South Asian countries used to maintain high tariffs

~ £>eclarations of SAARC Summits (1985-1995), South Asian Association for Regional Cooperation, Kathmandu,
Nepal, march 1997 rs. 73

Ibid, pp.89
* See for Siegfried Herzog (2002), ‘Regional Economic Cooperation: Adiievement and Constraints’ in Shaheen
Afrozc (2002Xed) “Regional Cooperaticn in South Asia; New Dimen»ons and Perspectives” Dhaka, Bangladesh
Institute o f Intematiaial Strategic Studies, pp 57-67
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and many quantitative restrictions and barriers on export and import trade. There are

also existing irr*afance trades in between South Asian countries (see table-3).

Table-3: Trade in South Asian Countries"

. . Sri
Bangladesh Bhutan India Nepal Pakistan Lanka
Trade
% of GDP 7.0 17.7 3.9 6.5 8.2 17.9
High-tech
exports % of manf exp 0.1 NA 01 NA
Foreign Inv
USSWD| 308 m 26Db 12m 500 m 193 m
Present Debt US $ 10.1 b 843 b 15b 26.2b 6.3b
Total debt 682.7 m 121b 883m 27b 4521 m
service US$
DODUS$ 1499 m 4.3 b 309 m 22Db 432,7 m
$ Aid per capita US 10 16 17.7 8.0 26.1

All figures are for year 1998
Source: The World Bank Group, 1999

The trade and financial situation are dedining day by day in South Asia. Trade in
goods as a share of GDP is decreasing compare with 2000(24.6%) to 2001(23.4%)
and decreasing the exports in goods and services in connpare with 1997(21.3%) to
2001(12.7%). But In other hand, per capita aid is increasing (see table 4 for details).
South Asian Association for Regional Cooperation has taken several measures for
reducing trade barriers and trade imbalance in order to harmonize and promote intra-
SAARC countries trade. The SAARC has also taken, for the first time in South Asia,
the institutionalization frameworl< for regional economic cooperation.

* See fw details www.the-soufli-asia.coni/E)ata-South asia.htm
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Table 4: Trade and Financial indicators of South Asia

1997 2000 2001
Trade in goods
as a share of 22.8 24.6 234
GDP(%)
Hiah-technotoQv
exports (% of
manufactured
gxpprts)
Foreign direct
investment, net
inﬂgyvs in 4.9 billion 3.1 hillion 4.1 billion
reporting country
(current US$)
Total debt
savice (% of
exports of goods
and services™
Short-term debt
outstanding 8.2 hillion 6.0 b