


A story of missed opportunities 



SAARC is home to 24% of world population, has a share of 43% in all Asia’s 
population. 
It accounts for just 3% world GDP.
Bigger than EU in terms of area and population, SAARC is only one-third of EU in 
terms of GDP.

 Intraregional trade is less than 2% of GDP. It is more than 20% in East Asia 
 The region’s “Physical infrastructure is the biggest show stopper”. –Praful Patel, 

former V. P for South Asia, World Bank.
 Although the region continued to register over 6% per year economic growth 

during 2008-12, it has been depriving itself of immense potential gains of a well 
integrated region. 

 Countries in South Asia have 
 Geographical proximity 
 Historical, civilizational and  cultural affinity among people 
 Existence of road, rail and water linkages which require to be only re-furnished and re-connected for re-use. 
…..Yet South Asia has been a laggard. 

SAARC: A story of missed opportunities

Basic economic interests of the people are held hostage by politics.



A regional forum takes birth
 The South Asian economies, viz., India, 

Pakistan, Bangladesh, Nepal, Bhutan, Sri 
Lanka and Maldives formed a multilateral 
cooperation forum, the South Asian 
Association for Regional Cooperation 
(SAARC) in 1985 for progressing towards 
regional integration.

 Later, in 2007, Afghanistan joined the 
SAARC as its member. 

• With the conversion of South Asia Preferential Trade Agreement (SAPTA) into South 
Asia Free Trade Agreement (SAFTA) in 2006, South Asia is now looking for a Customs 
Union by 2015 and an Economic Union by 2020. 

• Implementation of SAFTA was expected to increase intra-regional formal trade from 
US$11b in 2007 to $40b by 2015. The goal remains elusive 



Borders that bar growth 

• India permits overland transit facility for Bangladeshi products to reach Nepal by rail via 
Rohanpur-Singabad section. 

• Post partition, goods from Agartala travel 1,645 km to Kolkata, while direct distance 
would be 350 km, if direct movement via Bangladesh was available.

• Assam’s tea travels to Kolkata over a 1,400 km distance; if access to Chittaogong port 
was available, it could save 60% of the distance.

• Despite Railways in the region inherently  integrated(from British) between India, 
Pakistan and Bangladesh, the through connectivity is lacking. 



South Asia scores low ranks 



Human development indicators

 Ranking of South Asian countries
Afghanistan – 175, Bangladesh-146, Bhutan-140, India-136, 

Maldives-104, Nepal-157, Pakistan-146, Sri Lanka-92
Source: World Bank- HDI, 2013



South Asia: Some economic indices

Source : World Development Indicators-



SAARC nations score low ranks: 2012

Source : CIA Facts book

Countries of the region ranked low at various economic parameters. 

• The trade flow corridors in South Asia are handicapped by ill-maintained and congested roads, incompatible rail 
equipment, dilapidated waterway infrastructure, weak air-links, weaker sea-links – there is no direct calls among 
ports of Bangladesh, India and Pakistan.

• The region hurts itself with severe restrictions on movement of vehicles across national borders, un-harmonized 
documents, even divergent weekly holidays and working hours.  



SAARC trade: growth rate

Source: UNCTAD Statistics-Current US$

Intra-regional trade grows in tandem with trade with the world

• South Asia lags behind ASEAN and the Pacific countries., South Asia has around 4% share of intra-
regional trade  versus over 26% of ASEAN and 9% of the Pacific. 

• Share of India’s export to Pakistan in 1951-52 was 2.2% of India’s total exports; and of imports from 
Pakistan 1.1%. In 2011-12 Pakistan’s share in India’s global exports was just 0.5% and of imports from 
Pakistan to India a meagre 0.08%

Trade with the region



Regional trade intensity index

Source: ADB Region Integration Center

Regional block 2005 2006 2007 2008 2009 2010 2011
SAARC
Intra-regional trade 
intensity index

4.41 3.29 2.95 2.29 1.99 1.90 1.72

Intra-regional trade 
share (%)

6.02 5.13 5.21 4.33 4.2 4.31 4.27

Trade intensity index 3.8 3.14 2.88 2.41 1.98 1.84 1.72

Trade share (%) 5.34 5.05 5.23 4.86 4.22 4.22 4.26
ASEAN
Intra-regional trade 
intensity index

4.63 4.59 4.65 4.55 4.17 3.95 3.88

Intra-regional trade 
share (%)

27.18 27.08 26.95 26.74 25.9 26.37 25.94

Trade intensity index 4.23 4.24 4.33 4.26 3.94 3.79 3.67

Trade share (%) 24.86 24.85 25.01 24.89 24.29 25.56 24.21
The Pacific
Intra-regional trade 
intensity index

8.53 7.96 8.13 6.71 6.41 5.72 N. A

Intra-regional trade 
share (%)

11.26 10.2 10.47 9.23 9.43 8.92 N. A

Trade intensity index 7.59 7.13 7.21 5.96 5.62 5.14 N. A

Trade share (%) 10.11 9.23 9.32 8.24 8.37 7.98 N. A



Regional imports and exports

Source UNCTAD Statistics

Exports to the world                           Imports from the world

Intra-regional export              Intra-regional import



Foreign direct investment

Source: UNCTAD Statistics-Current US$

Share of SAARC countries in world’s FDI inflows is around 3% vs more than 35% of 
the share of developing economies excluding China

Developing countries (Excl. 
China)



Current transport system – wasteful 
Intra-regional trade constrained 



Intra-regional commerce constrained
The global geography of trade and investment has been transforming. But, countries in SAARC 
region suffer self-inflicted wounds.
Restrictions over land routes often divert the trade over land-cum-sea routes.

-resulting in increased transit time and transaction costs.
• Deficient facilities and procedural hazards impede trade flows and slow down growth in trade.

A SAFTA or MFN by itself means little in effect; free trade means little, if the goods don’t move 
across the borders freely.

• Trucks are not allowed to cross over from one side to the other; goods are offloaded at the border, 
leading to avoidable costs, damages, delays, and pilferages.

• Documentation and procedures are restrictive, complicated, time-consuming; they greatly add to 
transaction costs.

• Poor quality of roads, rent-seeking officialdom, and poor quality of trucks  have prevented overland 
road routes from emerging as viable connectivity corridors. 

• The Ganga-Brahmputra and Meghna waterways remain un-integrated with the sea ports in India and 
Bangladesh

The real impediments, in fact, are  deficiencies in transport infrastructure compounded by 
an absence of a multilateral framework for motor vehicles and railway wherewithal to 
efficiently ferry goods and people between the countries in the region. 

Transit barriers impede the flow much more severely than tariff or non-tariff barriers.

Due to high transaction cost of trade, illegal cross border trade has been increasing. 



South Asia: Ease of doing business and trading across 
border

Ease of doing business Trading across border

Source: World Bank- Doing business, 2013

 The World Bank’s study, on Doing Business, 2013 concludes that none of the South Asian 
economies was able to rank below 50. 

 Singapore is the benchmark for ease of doing business. 



Region-wise LPI
Region LPI Customs Infrastructu

re
Internationa
l shipments

Logistics 
competence

Tracking & 
tracing

Timeliness

Europe & 
Central Asia 2.74 2.35 2.41 2.92 2.6 2.75 3.33

Latin America 
& Caribbean 2.74 2.38 2.46 2.7 2.62 2.84 3.41
East Asia & 

Pacific 2.73 2.41 2.46 2.79 2.58 2.74 3.33
Middle East & 
North Africa 2.6 2.33 2.36 2.65 2.53 2.46 3.22

South Asia 2.49 2.22 2.13 2.61 2.33 2.53 3.04
Sub-Saharan 

Africa 2.42 2.18 2.05 2.51 2.28 2.49 2.94

Source: World Bank- LPI, 2012

Logistics efficiency is prerequisite of cross border trade…World Bank Logistics 
Performance Index considered a total of 155 countries for global comparison of 
logistics facilities. 

South Asia was placed second lowest in overall 
LPI rank, only higher than Sub-Saharan  Africa.



Logistics performance index

 In 2010, overall, India and Bangladesh ranked  47th and 79th respectively out of 155 countries; most of the 
countries of the region ranked above 100, implying that the region has inadequate infrastructure facilities. 

 At regional level, South Asian performance is somewhat better than only that of Sub-Saharan Africa!
 It takes more than 33 days to export from South Asia compared to 12 days from OECD countries, more than 

46 days to import into South Asia compared to 14 days in OECD.
 For want of a bilateral/multilateral transport agreement to facilitate uninterrupted movement of goods and 

vehicles across India-Bangladesh or India-Pakistan borders, goods are transhipped at the border from/to the 
trucks.  

 Innumerable non-physical barriers hinder the movement of people and goods. Documentation and 
procedures are restrictive, complicated, time-consuming; they greatly add to transaction costs.

Country LPI Customs Infrastructure International 
shipments

Logistics 
competence

Tracking & 
tracing

Timeliness

India 3.12 2.7 2.91 3.13 3.16 3.14 3.61
Bangladesh 2.74 2.33 2.49 2.99 2.44 2.64 3.46
Maldives 2.4 2.25 2.16 2.42 2.29 2.42 2.83

Afghanistan 2.24 2.22 1.87 2.24 2.09 2.37 2.61
Bhutan 2.38 2.14 1.83 2.44 2.24 2.54 2.99
Nepal 2.2 2.07 1.8 2.21 2.07 2.26 2.74

Pakistan 2.53 2.05 2.08 2.91 2.28 2.64 3.08
Sri Lanka 2.29 1.96 1.88 2.48 2.09 2.23 2.98

Source: World Bank- LPI, 2012



Trading across border in South Asia

Countries Rank
Documents to 

Export 
(number)

Time to 
Export 
(days)

Cost to 
Export (US$ 

per 
container)

Documents to 
Import 

(number)

Time to 
Import 
(days)

Cost to Import 
(US$ per 

container)

Afghanistan 178 10 74 3,545 10 77 3,830
Bangladesh 119 6 25 1,025 8 34 1,430
Bhutan 172 9 38 2,230 12 38 2,330
India 127 9 16 1,120 11 20 1,200
Maldives 138 8 21 1,550 9 22 1,526
Nepal 171 11 41 1,975 11 38 2,095
Pakistan 85 8 21 660 8 18 705
Sri Lanka 56 6 20 720 6 19 775

Region
Documents 
to export 
(number)

Time to 
export 
(days)

Cost to export 
(US$ per 

container)

Documents 
to import 
(number)

Time to 
import (days)

Cost to 
import 

(US$ per 
container)

East Asia & Pacific 6 21 923 7 22 958
Eastern Europe & Central 
Asia 7 26 2,134 8 29 2,349
Latin America & Caribbean 6 17 1,268 7 19 1,612
Middle East & North 
Africa 6 19 1,083 8 22 1,275
OECD high income 4 10 1,028 5 10 1,080
South Asia 8 32 1,603 9 33 1,736
Sub-Saharan Africa 8 31 1,990 9 37 2,567Source: World Bank- Doing business, 2013



Current transport systems - wasteful
Recent studies by AITD on regional transport corridors between 
Bangladesh, India and Nepal show:

• Additional burden on transport costs due to bottlenecks at land crossing 
stations to the extent of US$ 6-7 per tonne of freight.

- Actual cost of an average shipment from Kolkata to Benapole; 12.31% of 
the value of shipment compared to an “ideal” of 1.93%.

- This average cost  can be as high as 18% for some shipments.
• Tariff accounts for 15-20% of cost of trade and the rest is accounted for 

non-tariff costs of trade (CUTS, 2012).
• Studies show that, among regional countries, if cooperation exists, 

consumers in South Asia would gain as much as US$ 2 billion annually 
(CUTS, 2012, Cost of Economic Non-Cooperation).

• Cost of dispersed transport linkages is also high in the region.
• Logistics cost in India is around 13% of GDP, in which transportation has a 

major share (Indian Foundation of Transport Research).



India – Bangladesh trade constraints: an example 
• The road share in bilateral trade, in terms of value, is now less than by sea transport.  
• Exports by sea are routed through Colombo, Salalah, Singapore. 
• The share of rail-borne trade has been decreasing. 

-The rail network offers a lower unit cost alternative, but suffers from capacity constraints. 
• The inland waterways system is an important element of inland transportation but has not 

yet been able to cover the logistics chain.
• There is no direct sailing between the ports of India and Bangladesh

Source: DGCI&S



Gains of containerisation forgone

Source: UNCTAD

 The region denies itself gains of containerisation, acknowledged world over as cost effective, safe, speedy 
and convenient. 

 Container traffic originating in northern India for Bangladesh is currently routed via Mumbai-Singapore-
Chittagong-Dhaka.
-If moved on all rail route over Bangabandhu Setu, within operational restrictions, will save at least one-
third of transit time, and more than half the haulage and handling costs. 
-Multimodal transit of goods over land route would be cheaper by 35%, faster at least by 70%. 



TAR northern corridor already off the block, sub-regional 
southern corridor needs a push

Today, rail carries over 1m TEU from East Asia to Europe (UIC), enabling shippers save 
transit time more than half (20 days by rail vs 50 days by sea).

 RZD working for the Trans Siberian Seven Day rail transit programme, aiming at a reduction 
of $ 400 per container.

 The UIC-sponsored ICOMOD (Intercontinental Combined Traffic) study, 2011 identified five 
corridors for the Eurasian railbridge, with an annual potential of $ 2.5-4.5 billion.
 The Eurasian container market is expected to reach 17.4m TEU in 2020 and 22.7m TEU 

in 2030. 
 A rail market share of just 5-6% would yield, by 2020, a throughput of about 500,000 

TEU annually, or about 20 trains a day.
 A concerted strategy warrants a determined bid to operationalise the TAR southern 

corridor.
 Pending  the construction of Kunming-Myanmar, Thailand-Myanmar, Bangladesh-

Myanmar, India-Myanmar missing links, Southern corridor can work from near 
Dhaka to Istanbul/Europe via Zahedan.

 Trial container trains from Dhaka to Delhi, to Lahore, to Koh-i-Taftan, to Zahedan are 
indeed overdue. 

 The corridor commands a unique advantage of only one transhipment for break-of-gauge 
at Zahedan between Dhaka and Istanbul/Europe.

 ECO- supported container trains run from Pakistan to Turkey via Zahedan.



TAR Sub-regional southern corridor

Bangla
desh

India

Pakistan
Iran



Trans Asian Highway and regional connectivity

• One priority AH route relevant to the sub-region is the 1,394 km 
corridor from Kathmandu via Kakarbitta in Nepal and Phulbari in India 
to Chittagong in Bangladesh. 



Some ways forward 



Regional transport corridors
• India and Bangladesh need to 

evolve and implement specific 
transit trade agreements between 
themselves, as between 
Afghanistan, India and Pakistan. 

• It will not only promote intra-
regional connectivity, but 
connectivity to neighbouring 
regions in South East, Central and 
West Asia. 

• They may also jointly and actively 
promote and develop Afghanistan, 
Pakistan, India, Bangladesh and 
Myanmar (APIBM) transport 
corridor through Asian Highway, 
Trans-Asian Railway, land-cum-
sea routes as corridors to ASEAN, 
China, Central Asia and West Asia. 

Trans Asian Railway and inter-regional connectivity



Sub-regional cooperation:building block for regional 
integration

SAARC Rail Corridor  
Birgunj (Nepal)-Raxaul- Katihar-Rohanpur-

Chittagong 
(with links to Jogbani and Agartala)

Several patterns of regionalism in Asia reflected in sub-regional framework – ASEAN, 
SAARC, BIMSTEC, MGC groupings, and other initiatives.

Among several growth groupings in the region is SAGQ – South Asia Growth Quadrangle –
bringing together Bangladesh, Bhutan, India (West Bengal and Northeast) and Nepal

A SASEC (South Asia Subregional 
Economic Cooperation), involving 
Bangladesh, Bhutan, India and Nepal 
subregional corridor operational 
efficiency study indicated that seamless 
transit transport through the 
Kakarbitta-Panitanki-Phulbari-
Bangabandhu corridor will allow 
Nepali trade to have easier access to 
Mongla port or Chittagong port in 
Bangladesh.



Massive investments required 
A concerted investment strategy required for infrastructure development

 A study to determine the investment requirement in infrastructure in 155 countries 
(Fay and Yapes, 2003) estimated 5% of GDP for regional infrastructure in South 
Asia , to facilitate the region to grow at  7.5%.

 Transport sector, excluding ports and airports, needs 3% of GDP to be invested 
during 2005-2010 to achieve 7.5% of regional growth. 

 Total investment required in South Asia was estimated at US$ 88 billion for the 
period. 
Approximately 49% is required for energy infrastructure, 35% for transport, 13% for 
ICT, 3% for water and sanitation.

 Considering only transport infrastructure requirement during the period, the 
estimated investment  is 6.21% of GDP in Afghanistan; 2.65%  in Pakistan; 4.92% 
in Bangladesh, and 1.65%, 2.84% and 4.23%  in Nepal, Bhutan and Sri Lanka 
respectively;  for India, it  is estimated to be 5.67% of GDP for the period 2010-
2020.



• Coordinate and improve the efficiency of trade facilitation procedures and 
processes, and     up-gradation and introduction of single window clearance systems. 

• Provide fast-track multi-modal transport channels, including integrated container 
terminals, feeder services, dry ports, modern traffic control and tracking systems.

• Ensure basic standardisation for inter-operability of road and rail systems, e.g., truck 
size and weight for road transport, braking and coupling systems on railway wagons 
coaches and engines.

• Evolve effective institutional mechanisms and managerial procedures for efficient 
operations, management and performance monitoring of cross border land and water 
transport systems. 

 Promote joint ventures in construction of transport capacities and production of 
rolling stock and communication hardware. 

 Evolve and implement regional and bilateral agreements on trade and transit under 
GATT Article V and SAFTA provisions, and agreements on motor vehicles, 
railways, inland water transport and short-shipping. 

 Ratify UN-ESCAP conventions on transport, and adopt international provisions on 
customs, security and travel. 

 Introduce EDI and IT facilities at land ports and sea ports.

Joint efforts in the long run to---



 Improve the physical facilities at existing land cross-border points/ports. 
 Open up existing cross-border points which are not yet in use. 
 Simplify testing procedures and certification.
 Direct the SAARC Working Group on Transport to urgently finalize and adopt the two draft 

agreements on motor vehicles and railways.
 Evolve and implement specific transit trade agreements between Bangladesh and India and 

between Afghanistan, India and Pakistan to promote intra-regional connectivity.
 Jointly and actively promote and develop Afghanistan, Pakistan, India, Bangladesh and 

Myanmar (APIBM) transport corridor through Asian Highway, Trans-Asian Railway and land 
and sea-routes as corridors to ASEAN countries, East Asia, Central Asia and West Asia.

 Introduce multiple entry visas for transport operators, consider issuing to SAARC nationals 
visas on arrival, and increase visa exemption stickers to businessmen.

 Modify existing facilities at cross border points, for instance, putting separate weigh bridges 
for trucks carrying  exports and imports.

 Simplify procedures such as newly introduced car pass system at Petrapole-Benapole that 
slows the traffic flow. 

 Restore the available infrastructure with little modification to make cross border trade 
efficient.

Least cost options 



In the short run, some simple palliatives
About 90% of intra-regional trade is between neighbouring countries, 55-60 % of which is 
along land routes. This needs urgent attention for improving transit trade within the region. 

- The river routes from Calcutta to India’s Northeast via the then East Pakistan were the 
mainstay of profits both of Calcutta and East Pakistan’s river transport companies. 

- So was the cross rail traffic a major source of revenue for the East Pakistan Railway.
• These communication links disrupted following the Indo-Pak 1965 conflict; Pakistan withdrew 

transit rights to India.
• The Haldibari (India)-Chilahati (Bangladesh) rail link was a part of the main BG route from 

Kolkata to Siliguri in the undivided India. 
Reopening the link will benefit  interchange of traffic; the track on both sides is BG.
Restoration of the old transport links by rail, road and waterways would involve minimal 
investments and result in maximum benefits in the shortest time-frame.

• The simplest option – far cheaper and more quickly realized – is to forge transit arrangements 
with Bangladesh and revive pre-partition links.

• If India-Bangladesh BG rail lines connect Mongla port with Bongaon via Khulna, Bangladesh 
exports can reach Delhi within 5-7 days. 

• The BG rail route linking Raxaul and Khulna, if extended to Mongla with about 35 km long 
new rail line, will provide valuable connectivity for Nepal and Bhutan to Mongla gateway port.



ICPs to make a big difference 
In the globalising world, borders 
become increasingly irrelevant. 

• ICPs planned by India at important 
cross-border trade exchange 
stations with neighbouring 
countries will be a significant 
make-over of facilities for customs, 
immigration, parking, warehousing 
and sundry other activities.

• ICPs could have had different 
agencies of the two countries 
involved at an LCS accommodated 
in the same premises, of course, 
with appropriate operational 
segregation,  yet facilitating joint 
resolution of issues.



Thank You


