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Introduction

With the emergence of globalization, the need for economic integration has been
realized by the international communities and lately by the Less Developed Countries
(LDCs). Most of the countries both developed and less developed, have reoriented
their development strategies to improve their growth performance by integrating their
economies with the world economy (Singh 2008). In this process, India has
experienced some significant changes and the country is identified as one of the fastest
growing economies in the world. In this direction, India’s Look East Policy is worth
mentioning. Under this policy, India seeks economic cooperation with the ASEAN’
and its neighbouring countries through North-Eastern Region (NER) of the country.

In this background, North-East India (NEI) plays an important role and the region
can serve as the bridge between the county’s economy and the ASEAN due to racial
affinity (Das and Thomas 2005), cultural similarities (Mero 2005), social and more
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> ASEAN is a union of South-East Asian Nations. Indonesia, Philippines, Malaysia, Singapore
and Thailand constituted this association on August 8, 1967. Brunei and Vietnam joined this
association in 1984 and 1995 respectively. Laos and Myanmar joined in the same year in 1997.
On April 30, 1999 Cambodia also became the member of ASEAN. At present, 10 countries are
the members of ASEAN- Indonesia, Philippines, Malaysia, Singapore, Thailand, Brunei,
Vietnam, Laos, Myanmar, and Cambodia.
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importantly geographical location. Since India’s NER is in the strategic location to
link the country with ASEAN, a reference of this region is of utmost importance while
studying India’s economic integration with the ASEAN. Through this paper, an
attempt has been made to focus more on the border trade through NEI in view of the
need to forge closer diplomatic and economic ties with the larger markets in the fast
developing ASEAN economies. It has also been tried to analyse the role of NEI in this
integration process and to highlight the difficulties that might hinder this integration
process.

Association of South East Asian Nations (ASEAN) and its neighbouring countries
have become the largest market and one of the fastest growing economies in the
world. The significant proportion of India’s foreign trade is with the ASEAN nations
and the country still can get benefit more by integrating with region. The very
necessity to have trade relations with this region is realized in the recent past. In this
background, the authors have identified the following specific objectives:

1. To review the need and scope of India’s economic integration with the
ASEAN countries through the North-Eastern region.

2. To highlight the benefit or the importance of India’s economic integration.

3. To specify the probable benefits for NEI brought about by India’s economic
integration with the ASEAN countries.

4. To identify the potentials in Northeast India which can be exchanged with the
ASEAN countries for socio-economic development of the region.

5.  To pin point the possible constraints and obstacles that might come in the way
of India’s economic integration with the ASEAN countries.

6. To put forward important suggestions to overcome the difficulties so as to
improve the India’s economic ties with the ASEAN countries.

The present study is a descriptive one. The data used for this study have been
collected from the secondary sources. The data so collected were processed and
analysed as per the requirement of the study to draw inferences and conclusion.
Important inputs for the study were also received from the experts, made available
from different journals and news papers. Personal experience and knowledge in the
field also helped the researchers to make meaningful interpretation. More importantly,
the Indo-Myanmar border trade is considered as Indo-ASEAN economic ties, because
Myanmar is the only ASEAN member borders with NEI. In order to provide an
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objective and concrete view points, the entire study is divided in to five headings, viz.
Need and Scope of Economic Integration, Importance of Economic Integration,
Country’s Economic Integration and NEI, Constraints of Economic Integration,
followed by Suggestions and Conclusion.

Need and Scope of Economic Integration

The so-called restrictive regime in 1930s (Singha and Patikar 2008) created a
situation in the international business world whereby export and import was restricted
due to the tariff war. Such countries imposed tariff on its imports and retaliatory tariff
imposed by other countries reduced their exports (Singha and Patikar 2008). This
process led to a situation where no country was in the position to reduce the tariff
unilaterally and thereby free movement of capital, equipment, technology, and
resources etc. across the nations were strictly prohibited. This situation was not to the
benefit of any nation and hindered their economic progress.

Aftermath of restrictive tariff regime (1930s), there was a need for multilateral
tariff cut for the international business to restart and such idea ultimately materialized
in the form of globalization emerged with the establishment of GATT* and
subsequently WTO in 1995. The economic integration has been adopted as a strategy
for development in different parts of the world in the 1980s following the formation of
single market by the European Union and NAFTA by the North American Countries
(Mukhopadhyay et al. 2008). As a result of which every country gets a scope to trade
internationally and can be mutually benefited by matching of the complementarities in
their resource bases. In this sense, economic integration or cooperation amongst the
nations becomes indispensable and India is no exception to this’ (Singha and Patikar
2008). By and large, the process of global economic integration has proved to be

* During the great depression (1930s), the International trade was badly affected and various
countries imposed import restrictions for safeguarding their economies. This resulted in a sharp
decline in the world trade. In 1945, USA put forward many proposals for extending
international trade and employment. On October 30, 1947, 23 countries at Geneva signed an
agreement related to tariffs imposed on trade. This agreement is known as General Agreement
on Tariffs and Trade (GATT). It came into force on January 1, 1948. On December 12, 1995,
GATT was abolished and replaced by World Trade Organization (WTO), which came in to
existence on January 1, 1995.
> India signed Dunkel Proposal on April 15, 1994. The very proposal was signed by 124
countries and gave birth to WTO in 1995.
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beneficial for most countries and the countries that have failed to integrate appear to
have been left behind (Bezbaruah 2007).

Importance of Economic Integration

Market integration leads to both trade creation, i.e. the emergence of new trade
and industry, and trade destruction, i.e. the exit of inefficient activities due to
competition from more efficient competitors from the integrating countries. This
process stimulates specialization depending on the respective regions’ comparative
advantage and eventually higher growth and welfare through economies of scale
resulting from a larger market linkage (Sarma 2007). As a result of which, the Indo-
ASEAN two-way trade grew 30 percent from $ 7.6 billion in 1999 to $ 10 billion in
2002. ASEAN’s trade to India is still at a very low level, accounting for only 0.9
percent of ASEAN’s global trade in 2002, while India’s trade to ASEAN countries
still hovers around 7 percent of its global trade. The volume of trade is still small,
considering the vast potential for trade that exists amount countries of over 1.5 billion
people, and it is hoped the target of $ 30 billion will be reached by 2010 (Mero 2005).

In the regional integration, the growth dynamics of different countries reinforces
one another, and a conspicuous process of integration of production, trade and
investment takes place among the member countries. For example, though it is not
from the same bloc, economic strength of the Asian Tigers® and China on the one hand
may attract production, markets and demand for labor force from the neighbouring
countries. While, on the other hand, the swift rise in those countries’ imports and
exports may lead to growth in trade and investment as well as in wage and welfare in
the neighbouring countries. China is likely to be the largest trading partner of India
replacing USA. Bilateral trade between India and China was around $ 30 billion in the
year 2007 and expected to be $ 60 billion in 2010. In the words of Yumnam (2005),
the time has now come for a genuine Regional Trading Arrangements (RTA), genuine
from the angle of economics and not security, for a real trans-border trading
relationship with South East Asia.

India is now one of the four summit level partners of ASEAN, the other three
being China, Japan, South Korea (ASEAN + 4). It has signed a free trade agreement
(FTA) each with Thailand and Singapore. There are plans to do so with Indonesia,

% The four Asian Tigers are- Taiwan, South-Korea, Hong-Kong, and Singapore
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Malaysia and Brunei by 2011 and with the remaining ASEAN countries- the
Philippines, Cambodia, Laos, Myanmar and Vietnam by 2016. Further more, Prime
Minister Dr. Manmohan Singh made a proposal at the third ASEAN-India Summit for
an Asia economic community including ASEAN + 4 (Sarma 2007). The real drivers of
economic integration, however, are the emergence of new markets, the erosion of old
markets, shifts in public policies that reduce barriers of exchange, trends in corporate
strategy and industrial organization, the ongoing improvement of transportation and
communications infrastructure, and technological change.

The economic liberalization has provided a better scope for sustaining and
accelerating growth. In the recent past, India has recorded impressive economic
growth. As a matter of fact, India ranks the fourth largest economy in the world now.
It is also estimated by the World Investment Report 2000, that by 2020, the six largest
world economies will be US plus five Asian; namely China, Japan, India, Indonesia
and North Korea. In order to build up on its economic growth, Government of India
has specified some targets which are to be accomplished by the year 2020. The targets
are-

a) a targeted approach to bring millions of families above the poverty
line,

b) generation of nearly ten millions of new employment opportunities
per annum, especially for those in the lower income groups,

c) massive investment in power generation, telecommunication, and
other physical and social infrastructure,

d) accelerate the acquisition of technology capabilities to raise
productivity in agriculture, industry and services, and

e) to become more important player in the world economy in terms of
both trade and investment.

These targets can not be fulfilled without linking India’s economy with the global
market. It is the liberalization of trade which will open up new vistas for export of
goods, while increasing pressures on India’s domestic industry to cope with
competition from imports, especially from China. Future opportunities for
manufactured exports will be focused on the high end of the technology chain,
computerized, customized manufacturing processes and sophisticated engineering and
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capital goods, areas in which India has not yet strongly positioned itself
internationally. Global trade in agricultural products is expected to grow rapidly in
near future. And, India has the ability to become a major exporter of agricultural
commodities. But this will depend most on its ability to improve crop quality and
productivity, while lowering costs to international levels, and that is possible through
import of much needed sophisticated tools, equipments, and machineries.

To make India’s vision 2020 a reality, the country needs to widen further the
market for domestic businesses as well as import must needed capital equipment and
technical know-how through economic cooperation with other countries in general
and ASEAN nations in particular. The region-wise India’s foreign trade evident from
the (Table: 1) below also clearly justified the economic significance of India’s trade
tie with the ASEAN.

Table: 1 Direction of India’s Foreign Trade

Import Export
By Region By Region
% Share % Share
1. Asia and ASEAN 1. Asia and ASEAN
35.22 48.46
2. Europe 2. Europe
21.17 24.06
3. America 3. America
7.78 20.61

Source: Chronicle, April Issue 2008 Vol. XVIII, No. 10

It is revealed from the (Table: 1) above that India’s export and import to Asian
and ASEAN region accounts for 48.46 and 35.22 per cent respectively as against the
24.06 and 21.17 percent respectively with Europe region. While, India’s trade with
American region represents only 20.61 and 7.78 per cent export and import
respectively. This clearly shows that Indo-ASEAN trade occupies higher status and
has become the focal point.
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Country’s Economic Integration and NEI

North-east India (NEI) comprising of eight states viz, Assam, Arunachal Pradesh,
Meghalaya, Mizoram, Manipur, Nagaland, Sikkim and Tripura is situated in the
outskirts of the country. Though the entire north-eastern region constitutes 7.98 per
cent of Indian geographical area (an area of 262,179 km), its population is only 3.9/
per cent of the country’s population (40.2 millions of population) as per the 2001
Census. Despite being rich in natural resources with fertile land, rich forests and
mineral deposits, the region is still very poor. At the national level, the forest
constitutes about 79.39 per cent of the geographical area of the country; where as 64
per cent of the total geographical areas of the north-east is covered by the forest (Ao
and Kharmawphlang, 2002)". The entire NE region except Sikkim is connected to the
rest of the country through a narrow 20 km wide Chicken’s neck corridor near Siliguri
(West Bengal). Sikkim is also connected with the Indian mainland via West Bengal
but it remains at a distance from other NE states. Out of six international boundaries
touch the whole of India (i.e. China, Pakistan, Bangladesh, Nepal, Bhutan and
Myanmar) five of them with about 5000 km touch North-East India (namely, China,
Nepal, Bhutan, Myanmar and Bangladesh).

Very often, we have talked of geographical isolation of the North-East India
(NEI) which has resulted in its economic backwardness and its alienation from the
mainstream India. A time has come to convert this geographical isolation into an
economic opportunity. Cross border trade can become an engine to the growth in the
economy. To face global competition, trade-taking place within the regional
arrangements is widely recognized by the developing countries including India.

In fact, ‘Look-East Policy’ is the first step and boon for NE India as a
development strategy option for the people. It is apparent that NE India as a whole
needs a big push or a kick starts to launch the economy on the development path.

7 As quoted by Basantia and Singha (2008) in Singha, K. (ed.) “Village Development in NEI”
Concept Publication, Delhi
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Look-East Policy provides an opportunity to overcome the problem of distance from
big markets.

Table: 2 Length of the Border Land share between NEI and Neighbouring
Countries

NEI-Myanmar Total
Border With Mizoram 368 kms

With Manipur 352 kms

With Nagaland 280 kms

With Arunachal 450 kms 1450 kms
NEI- China Border

With Arunachal 1000 kms

With Sikkim -- * 1000 kms
NEI- Bhutan

With Arunachal 200 kms

With Assam 450 kms

With Sikkim -- * 650 kms
NEI- Bangladesh

With Assam 350 kms

With Meghalaya 400 kms

With Tripura 400 kms

With Mizoram 350 kms 1500 kms
NEI- Nepal

With Sikkim -- * - kms
Grand Total * 4600 kms

Source: Das (2000) and Yojana 2007 December issue.

* The area in kms is excluding Sikkim’s share. Including Sikkim, total boundary share with
five foreign countries is approximately 5000 kms.
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India’s Look-East Policy begins with the bilateral trade agreement between
India and Myanmar through Manipur (Moreh) and Tamu (Myanmar) which was
signed on 21st January 1994. The actual follow-up action of trade was formally
opened on 12th April 1995 by the Hon’ble Minister of State of Commerce, Govt. of
India, Shri P. Chidambram along with the Myanmar counterpart Lt. General Tunkyi,
the Minister of Trade, Myanmar. The International trade between ASEAN Countries
and India through Manipur (Moreh) is the first step in India’s ‘Look East Policy’.
More interestingly, by integrating with Myanmar, NEI can easily access to the entire
ASEAN market as well as its neighbouring countries. Though it is not legalized by the
centre, there is hardly any family in NEI without commodities from ASEAN and its
neighbouring countries. Again, most of the commodities coming from Myanmar are
third country origin (Das 2000; Bezbaruah 2007; Sarma and Goswami 2000). So, trade
negotiation through Myanmar has opened up opportunities for India to have access
even to the non-ASEAN neighbouring countries as well.

India added a new dimension to its foreign policy by linking its North-Eastern
states to South East Asia through road and rail link via Myanmar. It is part of a larger
project to build up Eurasian land and rail corridors that can connect Singapore to
Istanbul and Europe via both India and China. The trans-continental highway and
railway can lead to the ultimate link up of China, Russia and Central Asia (Mero
2005), and India Government is trying to develop a Tran-Highway project under
India-Myanmar Thailand Transport-Linkage project. A task force was set up and an
agreement signed on 8th December 2002, in Yangon where details on the alignment of
the highway, up-gradation of the existing roads (Moreh-Tamu-Kalymyo) that would
form part of the International Highway, its physical verification and modalities
funding have been settled. Moreover, the project envisages construction of a highway
from Moreh in Manipur (India) to Mae Sot in Thailand through Bagan in Myanmar.
The project is aimed at promoting trade, investment and tourism through facilitating
transition of goods and people across the border. In the field of energy, NEI is
considered as the power house of the country. Only 2.33 per cent of the total hydro-
power potential in the region has been exploited. The total unexploited hydropower
potential in the country is 65, 599 MW. Of this 32, 367 MW, roughly 50 per cent, is in
the NEIL

India also needs to deepen its links with the Mekong Ganga Cooperative forum
(MGC) - a new co-operative forum floated by India with five of its eastern
neighbours, namely, Myanmar, Thailand, Cambodia, Vietnam and Laos. This move by
the government of India will surely benefit NEI. Tourism, culture and education are
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given precedence and priority in the cooperative framework. Indian professionals
teaching English and computer skills can raise the standards of education and
knowledge base. ASEAN can also get its manpower requirements-technical and
managerial-from India, as it both competitive and culturally compatible. NEI can
contribute immensely to realize this well-deserved goal. English speaking and writing
ability of majority of the people from North East India is definitely considered as
strength, and can best be exploited as human resource for better international trade
cooperation.

Constraints of Economic Integration

India has also signed an agreement to establish free trade with Thailand at
Bangkok in October, 2003. It covers 82 items for exchange of concessions coverage
between the two countries and was implemented in September, 2004. The Trade
Negotiating Committee is now in the process of working out a free trade agreement
(FTA) in goods, services and investment. Apart from this the Framework Agreement
on ‘Bay of Bengal Initiative for Multi-sectoral Technical and Economic Cooperation
(BIMSTEC), Free Trade Area (FTA) was signed in February, 2004 among India,
Bangladesh, Bhutan, Myanmar, Nepal, Sri Lanka and Thailand. However, what still
remains to be a cause of concern is that the Free Trade Area (FTA) agreement with
ASEAN countries, that are suppose to be the largest participants in trade under Look
East policy is yet to be formalized in totality. Though the framework agreement on
comprehensive economic cooperation was signed between the ASEAN and India at
Bali in 2003, the Trade Negotiating Committee is still in the process of arriving at an
FTA on goods under negative list (Choudhary 2007).

Besides conventional aged-old problems like basic physical infrastructures
including, road and communications faced by the region, the development initiative in
the NEI lacks a well-articulated policy framework. Two paradigms dominated
Government of India’s policy. One relates to overstress on security/strategic
consideration rather than on development efforts. The other relates to the minimum
intervention in traditional systems and institutions of the hill economy, which is what
has led to their non-compatibility with the functioning of market system (Sarma
2007). Yumnam (2005) argues that the Government of India sees the region as a
‘Signaling device to monitor the movement of commodities and people’ and an
insurance against the perceived threat of Chinese dominance of the region. Border
trade agreement between India and Myanmar through the Moreh route was not
accompanied by domestic economic reforms on the Indian side as expected in a
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normal Regional Trading Arrangements. In the opinion of economist from NEI (e. g.
Singh 2008), the problem in NE is mainly due to the fact that the process of nation
formation is not complete. The problem of NEI lies in the inability of Indian policy
makers to appreciate the region reality in proper perspective. More seriously, NEI is
now confronting problems like identity crisis and ethnic violence.

India is seen as a good investment destination by Thai enterprises. Thailand ranks
the third largest investor in India among ASEAN countries, after Singapore and
Malaysia. Unfortunately, neither the Indian government nor its diplomatic mission in
Bangkok seems to be truly invested in projecting the country and its business and
cultural interests in Thailand through strong visible programmes and sustained
campaigns as done by the other big countries in the Asia-pacific region. More
interestingly, the ongoing authorized bilateral trade (Indo-Myanmar) between the two
countries is mostly en-routed through Kolkata port particularly for exporting
commodities to Myanmar via Singapore and Thailand. The route is quite long and
uneconomical. But this trade arrangement between the countries to and from Kolkata
port does not serve the interest of NEL. This idea of by-passing the geographical
proximity, cultural and other similarities, India’s economic integration with ASEAN
countries will not materialize the purpose of long cherish Look East policy. In fact, the
attempts and initiatives taken up so far for the region are slightly slipped off from the
main track.

Suggestions and Conclusion

Though the ‘Look-East Policy’ was introduced in 1990s by the NDA regime
envisaging North East India as an economic and cultural bridge between New Delhi
and South East Asian countries, still the policy is not fully materialized and the picture
looks gloomy. The movement of human and goods between India and Myanmar
through Manipur is not a recent phenomenon; it is from the pre-historic times. It
would not have been a difficult task for linking the country with ASEAN through the
same route if the centre put their heart and soul. If the North-East is to march on the
road to prosperity a lot of homework and improvement of infrastructure is called for.
If India has to make a significant impression in the global economic order, she has to
pursue this ‘Look-East Policy’ in a more serious and concerted manner. The utility
and wisdom of having the Look-East Policy have to be judged not only just in terms of
Indian economy having access to the economic powerhouse of South East Asian
countries. It should also be judged in terms of the policy serving as a big boost to the
economic development of the North Eastern region of India. However, NEI can
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derive much benefit from India’s Look East policy but at the same time the region has
to adopt pro-active measures to boost up India’s trade with ASEAN nations. In the
NEI, market rigidities should be removed by the individual state or collectively within
each constituent and between them (Sarma 2007). The mindset of the people needs to
be turned in favour of free movement of people, goods and services not only within
the country but also across the border.

Winners in the global competition are the ones who manage to build up robust
knowledge-based societies. Conversely, economic openness without strong skill and
knowledge building institutions may lead to ‘hollowing out’ of the local economic
base and to economic marginalization. So, substantial investment in the social sector,
physical infrastructure, energy and power, health care, hotel and tourism are urgently
required. The East-West Corridor must be extended up to Imphal in Manipur and the
project of Four-lane Express High Way in the NEI requires to be completed in the
stipulated time. The proposed dedicated air service for the NEI is to be materialized at
the earliest. The proposal to bring all the state capitals in the NEI under the railway
map is a welcome step, but such dream are to be converted in to reality without further
delay. Investor friendly policies and maintenance of law and order situation should be
on the top of the government agenda. Good governance and people’s participation are
the pre-requisite for making the Look East policy a success. Trade across the border is
not a zero-sum game but both the parties can be benefited out of it. For the time being,
let us keep our fingers cross and closely watch the process of transformation in NEI
emanating from Look East policy.
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