South Asian trade —Muhammad Aftab
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The Pakistani share of intra-regional trade has declined from 24.5 percent in 1980 to 19.8 percent in 2008. Similarly, India has maintained high tariff rates and non-tariff barriers on Pakistani goods

Does South Asia, a small plum in a market of more than 1.5 billion, wish to swim or sink? While South Asia seems to have chosen to swim, the progress has been dismally small. This is indicated in the accredited report ‘Trade and Human Development in South Asia’, which was prepared by the internationally regarded Mahbubul Haq Human Development Centre (MHHDC) in Islamabad. The centre was founded by the late Dr Mahbubul Haq, the globally acclaimed Pakistani economist and a former Finance Minister. Dr Haq was the author of the UN Human Development Index (HDI) that measures the state of the world’s poor, besides other indicators.

In 1998, he said, “Globalisation is no longer an option. The developing countries have two choices — either learn to manage the process, or drown in the global cross currents.” Has the South Asian leadership learnt anything from this?

Speaking at the launch of the report, Dr Hafeez A Pasha, a former finance minister and UNDP’s South Asian head, sounded unhappy. Dr Pasha said, “Total intra-regional trade stands at five percent in South Asia out of $ 30 billion and surplus in trade is in favour of India. It is a fact that India has imposed tariff and non-tariff barriers to restrict trade with other regional states, especially with Pakistan.” In contrast with South Asia, intra-regional trade in the Association of Southeast Asian Nations (ASEAN) region stands at 25 percent.

The report said that increased regional trade would directly affect South Asian human development through employment generation, enhanced incomes and other contributions for poverty alleviation. Keeping this in view, Mrs Khudija Haq, president MHHDC, the widow of Dr Mahbubul Haq and a renowned economist in her own right, said, “The report focuses on the imperative of linking the well-being of people to the trade-led economic growth that has been happening in South Asia for the last two decades. That link has to be created consciously by forward-looking policies and strategies by both national governments and multilateral trade negotiating bodies.” 

She argued, “To sustain economic growth and advance human development, South Asia needs to negotiate seriously and as a block at multilateral trade negotiations. The region should also use SAARC to advance its economic and social goals. A key impediment to regional trade in South Asia is the persistent hostility between India and Pakistan.” 

Pakistan accounts for less than one percent of India’s trade while India accounts for approximately five percent of Pakistan’s trade. Pakistan has not implemented the South Asia Free Trade Agreement (SAFTA) provisions for India and has not extended the most favoured nation (MFN) status to it either. India can only export a few food products to Pakistan. The Pakistani share of intra-regional trade has declined from 24.5 percent in 1980 to 19.8 percent in 2008. Similarly, India has maintained high tariff rates and non-tariff barriers on Pakistani goods. This forces trade between the two nations to be carried out through a third country or through smuggling. South Asian exports accounted for only 6.29 percent of the total exports of the region whereas imports were part of only 3.94 percent of the total. Trade outside the region accounted for 93 percent of the region’s total exports and 96 percent of the imports in 2008.

According to the report, the services sector is the most dynamic component of the South Asian economy today. In 2008, the service industries contributed as much as 53.2 percent to the Gross Domestic Product (GDP) of the area, more than agriculture and manufacturing combined. Their share in employment rose from 28.8 percent in 1998-2000 to 35.3 percent in 2005-07. Exports of products related to Information Technology (IT) and Information and Communication Technology in Electrical Sciences (ICTES) worth $ 499.2 million were made by Bangladesh, $ 69,000.8 million by India, $ 7.3 million by the Maldives, $102.6 million by Nepal, $ 808 million by Pakistan, and $ 433.6 million by Sri Lanka in 2007. Imports of IT and ICTES worth $ 415.1 million were made by Bangladesh, $ 29,597.8 million by India, $ 35.5 million by the Maldives, $ 155.2 million by Nepal, $ 3,520 million by Pakistan and $ 556.2 million by Sri Lanka in the same period.

The report recommends adoption of trade facilitation initiatives, enhancement of Indo-Pak trade, promotion of cross-border energy investment and regional energy trade and the strengthening of SAFTA. Trade in services should also be included in the SAFTA so as to bring the telecom, IT, medical and aviation industries and unskilled labour services in the loop as well.

It is high time for the SAARC leadership, particularly India and Pakistan, to move ahead and open up, otherwise this market of 1.5 billion will remain a plum just to be watched and not enjoyed. The opportunities available are bigger than the Indian Ocean.
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