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Lessons for South Asian
Integration from the
East Asian Experience
Prof. Mohan Lohani *

The South Asian Association for Re-
gional Cooperation of SAARC came
into existence in 1985 eighteen years
after the establishment of ASEAN,
that is, the Association of Southeast
Asian Nations. Circumstances lead-
ing to the birth of these two Asian re-
Eional organisations were entirely dif-
erent. SAARC was born under eco-
nomic compulsions, and its primary
objective since its creation has been’
to accelerate the process of economic
and social development in member
states through collective action in
agreed areas of cooperation. Since
ASEAN was created in 1967 during
the Vietnam war, a common threat
perception brought together the five
Southeast Asian countries, namely, In-
donesia, Malaysia, Philippines, Singa-
pore and Thailand to form an organi-
sation. ASEAN, unlike SAARC, was
launched without a Charter, although
its Declaration set out the guidelines
for ASEAN activities and defined the
aims of the organisation. The Associa-

tion had three basic objectives, namely, '

to safeguard the political and eco-
nomic stability of the region against
big power rivalry, to promote the
economic, social and cultural devel-
opment of the region through coop-
erative programmes and to serve as a
forum for the resolution of infra-re-
gional differences. The Southeast
Asian leaders were equally keen to
enhance political and security coop-
eration and declare the region a Zone
of Peace, Freedom and Neutrality
(ZOPFAN). The practice of conven-
ing a Summit of Southeast Asian lead-
ers was started with a political objec-
tive, that is, with a view to ensuring
peace and stability in the region. It was
this objective which led ASEAN to
oppose the Vietnamese invasion of
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Cambodia in the seventies and receive
international approbation for its un-
equivocal stand on foreign aggression.

The end of the Cold War in the eighties
dramatically altered the existing order
of international relations based on the
balance of power represented by the two
powerful military blocs. ASEAN posi-
tively responded to these new devel-
opments and changes as it received fresh
impetus and thrust from the Fourth
1992 Singapore Summit followed by the
Annual Ministerial Meeting (AMM) in
Manila the same year. The Fourth
ASEAN Summit of 1992 declared that
“ASEAN shall seek avenues to engage
Member States in new areas of coop-
eration in security matters”. A signifi-
cant initiative of this meeting was a re-
giona] security structure or regime to
which Vietnam and Laos were not only
admitted as observers but they also
signed at this meeting the Treaty of Am-
ity and Cooperation (TAC) in Southeast
Asia. It was a positive step forward in
achieving ASEAN’s goal of peace and
stability, amity and cooperation in the
region.

In the recent years, ASEAN, as part of
its restructuring exercise, has enlarged
its membership and has estabhshed it-
self as a vibrant and resilient regional
organization capable of shaping and in-
fluencing political and economic rela-
tions in the region. The Association has
been able to attract the attention of the
international community in world fo-
rums like the UN by takmg a common
and united stand on major issues of glo-
bal and regional concern. The ability to
speak with one voice has considerably
increased ASEAN" clout. Besides, the
Association has been effective in inter-
national negotiations because it has been
able to take a common position in all
forums, such as ASEAN Regional Fo-

rum which dlscusses polmcal or se-
curity issues or APEC and WTO
which focus on economic and trade-
related issues. ASEAN-APEC rela-
tions have also remained cooperative,
and ASEAN has indicated no desire
to establish a separate trading bloce.g,
East Asia Economic Cooperation
(EAEC). Since its inception ASEAN
has certainly proved to be a stabilis-
ing force or a symbol of peace and
stability in the region as it has focused
primarily on avoiding conflict and
misunderstanding among the mem-
ber states. To quote Baladas Ghosal,
“ASEAN over the last thirty years has
evolved a distinct identity of its own,
and is becoming more assertive of its
Asian values. Its consensus-building
and confidence-building approach in
managing regional conflicts still has
been bringing results and should be
relevant for other regions”. This is an
important lesson for South Asian in-
tegration.

The 1967 ASEAN Declaration issued
at the time of launching the Associa-
tion established a basic quwork for
common action to promote regional
cooperation in Southeast Asia. In the
1976 Declaration of Concord ASEAN
reaffirmed its commitment to amity
and cooperation in Southeast Asia. Po-
litical rather than economic coopera-
tion has dominated the ASEAN agenda
since its establishment in the sixties.
During the post Cold War period, as
stated earlier, ASEAN has moved for-
ward decisively on political and eco-
nomic fronts. Southeast Asia is no
longer divided today between
anticommunist and socialist countries
or ASEAN and Indochina. The
ASEAN Post Ministerial Conference
(PMC), originally designed as a fo-
rum for discussion between six
Southeast Asian countries, thatis, the
five founder members and Brunei and
seven dialogue partners from outside
the region, namely, Australia, Canada,
Japan, Korea, New Zealand, US and
the EU, to deliberate on economic
matters, extended its scope to deal
with political and security issues as
well. ASEAN has attached consider-
able significance to its relations with
major powers such as China, Russia
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and the US for Southeast Asian secu-
rity. While the US, has maintained
close political, security and economic
links with ASEAN since its early days,
China and Russia started showin
keen interest in establishing close po-
litical and economic relations with the
Southeast Asian Association only af-
ter the end of the Cold War. Since they
were not members of PMC as dia-
logue partners, they were invited to
attend the ASEAN Regional Forum
(ARF) created to accommodate
them. Even India has been invited to
attend the meeting of ARF, whichis a
significant ASEAN initiative to ensure
and promote regional security by in-
volving major powers and other im-
portant extra-regional countries. In
other words, ARF serves as a multi-
lateral consultative forum aimed at
promoting preventive diplomacy and
confidence building among the states
in the Asia-Pacific region.

SAARC could seriously consider cre-
ating a forum of this nature, where
officials and representatives of South
Asian governments could share the
same podium with regional and ex-
tra-regional powers like China, Japan,
Russia, the US and the EU as dialogue
partners and discuss with them com-
mon issues of vital concern to people
in the region with positive implica-
tions for regional peace, stability and
prosperity. Security is, however, a sen-
sitive issue for South Asia. India and
Pakistan, two major countries in the
region, have already fought three wars
during the last 50 years, two over
Kashmir, which has remained unre-
solved, and each accuses the other of
encouraging cross-border terrorism.
The Kashmir issue with enormous se-
curity implications for regional peace
and stability has never figured on the
SAARC agenda, since the SAARC
Charter excludes bilateral and con-
tentious issues from the deliberations
of the Association. As SAARC has
come of age during the last 15 years,
this provision of the Charter needs to
be amended since contentious bilat-
eral issues can no longer be kept out
of the SAARC agenda. Prospects of
South Asian cooperation on political
and security issues looked bleak after

India and Pakistan conducted a series of
nuclear tests in 1998, triggering fears of
nuclear proliferation in the region.

It is indeed ironic that while the elev-
enth ironic that while the eleventh
SAARC summit to have been hosted by
Nepal in November 1999 has been in-
definitely stalled because of political
developments in Pakistan leading to the
suspension of dialogue between the lead-
ers of the two countries, both India and
Pakistan enjoy good relations with
ASEAN as its Sectoral Partners. The
SAARC leaders recognise that regional
cooperation has a political dimension.
During the past 15 years SAARC has
had ten summits, and at each summit
the South Asian leaders have reaffirmed
their commitment to cooperation
within the SAARC framework based on
respect for the principles of sovereign
equality, territorial integrity, political in-
dependence, non-interErence in the in-
ternal affairs of other States and mutual
benefit. Security cooperation in the re-
gion is inconceivable in the absence of
mutual trust between the two old South
Asian adversaries — India and Pakistan.
Despite efforts made by the SAARC
member countries to promote mutual
trust and understanding between India
and Pakistan, which is essential to the
attainment of SAARC goals and objec-
tives, mutual distrust continues to be a
major impediment to regional coopera-
tion in South Asia. Dr B P Shrestha of
Nepal, one of the eminent persons in-
volved in preparing the GEP Report on
SAARC; Vision beyond the year 2000
makes the following perceptive obser-
vation:

“Regional cooperation does not gain
momentum by its own force unless it
derives its motive power from mutual
trust and understanding of its partners.
The environment, which is conducive
to regional cooperation, can be vitiated
by unsettled and resolved problems. No
problem is, however, incapable of peace-
ful resolution with necessary political
will.. .. Leaders of vision and statesman-
ship do not remain captive of the past.
They view the historical events and lega-
cies against the dynamics of the chang-
ing environment and changing relations.
The SAARC framework should provide
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new opportunities to create in South
Asia a constructive process in gener-
ating a climate of mutual trust, good-
will and harmony.

The countries of South Asia have been
bound together not only by the age-
old cultural, social and historical tra-
ditions but also by the common aspi-
rations of their people to live together
now and forever, in peace, stability
and prosperity. The real test of re-
gional cooperation, therefore, lies in
the ability of its leaders to work to-
gether to the legitimate expectations
and aspirations of more than a billion
people in the region”.

The Declaration of the Tenth SAARC
Summit held in Colombo in July
1998 categorically states that “the aim
of promoting peace, stability and am-
ity and accelerated socio-economia
cooperation may best be achieved by
fostering good neighbourly relations,
relieving tensions and building confi-
dence”. To this end, the South Asian
leaders agreed at the same summit to
initiate the process of informal politi-
cal consultations which, it was hoped,
would “contribute to the appreciation
of each other’s problems and percep-
tions as well as for decisive action in
agreed areas of regional cooperation”,
The process of informal political
consultations between and among the
SAARC member states to resolve po-
litical differences has not become op-
erational as the modality for holding
such consultations has yet to be
worked out. In brief, SAARC has yet
to institutionalise itself as 2 mecha-
nism for ensuring confidence and
common understanding in the region
through political and economic co-
operation. SAARC'’s future, as Prof.
Y.N.Khanal, a former seasoned dip-
lomat of Nepal, observes succinctly,
hinges on the readiness of India and
Pakistan to accommodate each other
on a “give and take” basis.

Experience has shown that a SAARC
summit is postponed if a single mem-
ber wishes to withhold it. ASEAN
leaders need not wait for a summit

which takes place every three years
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to meet informally or at the unoffi-
cial level at least once a year or as fre-
quently as possible. This is one more
evidence of ASEAN commitment to
regional cooperation. Since the offi-
cial SAARC process has slowed down
for some time, the Track Two proc-
esses representing retired govern-
ment officials, former diplomats aca-
demics and representatives from the
media and the private sector has be-
come active in recent years to revital-
ise the SAARC process. Only last
December Kathmandu hosted the
first ever meeting of the Citizens’
Commission for South Asia headed
by India’s former Prime Minister I.K.
Gujral. The official response to this
meeting from all SAARC capitals has
been encouraging. There is, however,
a general feeling that the Track Two
process is not a substitute for official
meetings at which political decisions
are taken to promote regional coop-
eration with a fresh vision, renewed
vigour and imagination. It may be
noted that ASEAN has also provision
for regular exchange of views on
measures to promote regional peace,
stability and prosperity through the
TrackTwo process, that is, outside the
inter-governmental framework. This
involves consultations among the
non-governmental ASEAN Institute
of Strategic and International Studies
(ASEANG-ISIS) based on each ASEAN
country. ASEAN officials interact,
from time to time, with these insti-
tutes on various issues.

It is unfortunate that deadlock in the
SAARC summit has also affected sen-
ior officials’ and ministerial meetings.
ASEAN on the other had, is moving
towards integration, despite different
political and economic systems in the
ten countries that have joined the
Southeast Asian Association as its
members and are deeply committed
to regional cooperation. In this con-
text, the role played by Indonesia as
the largest ASEAN country in terms
of size and population in furthering
the objectives of regional cooperation
i Southeast Asia and contributing to
the process of integration is note wor-
thy. In the context of SAARC, India’s
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centrality in terms of its size, popula-
tion, natural and human resources and
military strength including nuclear ca-
pability is a reality that has to be reck-
oned with. It shares common land bor-
ders with most of its neighbours in the
region. If the latter feel uncomfortable
with India’s towering presence in the re-

.gion, India should take the initiative to

assuage the fears of its small neighbours
and contribute more positively and ac-
tively to programmes and activities
aimed at promoting regional coopera-
tion.

ASEAN has evolved over the years and
encompasses within its fold the entire
Southeast Asian community repre-
sented by the 10 countries with their
own political and social systems. What
SAARC can learn from ASEAN is that it
must move forward from its symbolic
phase and address itself seriously to de-
veloping a community culture in South
Asia based on action-oriented pro-
grammes of cooperation affecting in
concrete terms the life of each member
of the community.

ASEAN Economic Cooperation: Lesson for
South Asia

It has been recongnised by ASEAN that
political cooperation facilitates eco-
nomic cooperation. In other words,
economic cooperation cannot take place
ina political vacuum. Economic coop-
eration in ASEAN, in recent years, cov-
ers a wide range of areas including not
only trade liberalisation measures but
also trade facilitation and investment
promotion activities.

Cooperation in private sector develop-
ment, small and medium-size enter-
prises, infra structural development and
regional investment promotion meas-
ures has also made remarkable progress.
The most significant step to promote
infra-ASEAN economic cooperation
was the decision of the 1992 Summit to
establish the ASEAN Free Trade Area
(AFTA) by the year 2008. Later, the
ASEAN member countries agreed to
reduce the time frame so that AFTA
could become fully operational by
2003.The primary objective of AFTA is

to enhance ASEAN's status as a com-
petitive production base designed to
service the global market.

The Common Effective Preferential
Tariff (CEPT) scheme is the main in-
strument for making AFTA a reality.
Tariffs for all products in the Inclu-
sion List will be reduced under the
Scheme. A number of measures such
as harmonization of product stand-
ards and customs procedures have
been and are being undertaken to fa-
cilitate infra-ASEAN trade.

Industrial cooperation has been cen-
tral to ASEAN economic cooperation.
Various initiatives such as the ASEAN
Industrial Projects (1976), the
ASEAN Industrial Complementation
(1981) and the Brand —~ to Brand
Complementation (BBC) in 1988
have been taken to enhance the in-
dustrial competitiveness of the region.
All these schemes are based on the
principles of resource pooling and
market sharing paving the way to the
Basic Agreement on the ASEAN in-
dustrial Cooperation (AICO) Scheme
in 1997. It is notable that the AICO
Scheme which aims at promoting joint
manufacturing activities of companies
operating in ASEAN has been de-
signed with the active involvement
and cooperation of the private sector.
The role played by ASEAN Chambers
of Commerce and Industry (ACCI)
has significantly contributed to indus-
trial expansion and trade promotion
in the region.

ASEAN cooperation in the area of in-
vestment has been no less significant
and encouraging. The Association has
already taken a bold and imaginative
step towards investment known as
ASEAN Investment Area (AIA). Un-
der this scheme ASEAN hopes to at-
tract increased FDI flows into and
within the region on a sustainable and
predictable basis. ASEAN economic
cooperation in the 90s has made sub-
stantial progress and moved ahead at
an accelerated pace encompassing
wide ranging areas such as fool, agri-
culture and forestry, energy and min-
erals, transport and communications,
tourism, intellectual property and
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other services, science and technol-
ogy, environment, culture and infor-
mation, and social development.

Against this background, South Asia
is a land of extreme contrasts. While
the region is inhabited by one-fifth of
world population, it occupies only 3.3
percent of the total landmass of the
earth. It contains as small a country as
Maldives and as big a country as India.
If the region as a whole has dispro-
portionate share in world resources,
the countries of the region have
among themselves all the more dis-
proportionate shares in available re-
gional resources. The asymmetrical
situation of the region is so Indo-cen-
tric that India alone accounts for more
than seventy percent of landmass,
population and production.
Productivity and production of the
region are so low that its total popu-
lation as large as the fifth of humanity
produces less than 2 percent of world
GNP. Even less is its share in world
trade, which has been declining over
the past several years. If the role of
the region in world economy is insig-
nificant, its role within the region is
marginal at present. SAARC trade is
not only geared towards the coun-
tries outside the region, but is also
moving away from the region in re-
cent years.

For smaller countries like Nepal,
Bhutan and Maldives in South Asia,
the basic problem is one of creating
‘marketable surplus’, that is, export-
able surplus. Therefore for equitable
distribution of benefits, it is desirable
that trade expansion measures be
linked with growth inducing meas-
ures. In other words, trade-induced
growth strategy and growth-induced
trade strategy should go together or
pari passu. Country specialisation is
one such growth inducing strategy. A
country, however small and poorly
endowed, may have comparative ad-
vantage in certain production lines,
provided adequate market access is
assured. Within the SAARC frame-
work, if such lines of production
could be identified and agreed upon
for each member country, even the

least developed country could spe-
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cialise in the identified production sec-
tor for supply in the entire regional mar-
ket. Such country specialisation e.g, die-
sel engine plant in Singapore, urea plant
in Malaysia, soda ash plant in Thailand
and super phosphate project in the Phil-
ippines adopted by ASEAN long ago is
an object lesson for regional coopera-
tion in South Asia.

ASEAN industrial Projects (AIP) were
given access to the regional market un-
der Preferential Trading Arrangement
(PTA) introduced in 1977 and could,
therefore, be large enough to enjoy the
economies of scale. All ASEAN coun-
tries wee required to participate in eq-
uity capital of the projects in certain pro-
portion acceptable to the member
states. AIP received a big boost when
Takeo Fukuda, a former Japanese Prime
Minister, pledged one billion US dol-
lars. Likewise, industrial complemen-
tation along the ASEAN industrial
Complementation model could be an-
other element of growth inducing strat-
egies. Under this regional arrangement,
each member country may be allowed
to produce certain mutually agreed
complementary products and compo-

nents for specific industry.

South Asian Preferential Trading Ar-
rangement (SAPTA) was conceived and
implemented in 1995 as a means for the
promotion of complementary and in-
terdependence mentioned above. Prod-
uct-by-product approach in the initial
years under SAPTA, however, resulted
in time-consuming tariff negotiation and
has been replaced by “Across the Board
Approach”, but its effectiveness is di-
luted by a long list of excluded items
considered sensitive. There is also criti-
cism of tariff cuts, which are not deep
enough to induce infra-regional trade
expansion in a significant manner. Mean-
while, the importance of declaring South
Asia a free trade area (SAFTA) was reit-
erated by the SAARC Heads of State or
Government at the Tenth Summit in
Colombo. A Committee of Experts has
been assigned the task of drafting a com-
prehensive treaty regime for creating a
free trade area.

The SAARC countries have given spe-
cial emphasis to the important role
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played by the Chambers of Com-
merce and Industry in the region.The
SAARC Chamber of Commerce and
Industry (SCCI) representing the pri-
vate sector was set up in 1992 as the
first recognized Apex Body. It is ac-
tively engaged in the promotion of
trade and the interaction of the busi-
ness community with the SAARC
region. The Fifth South Asian Eco-
nomic Cooperation Conference on
“Government — Private Sector Part-
nership: A Strategic Alliance for 2010”
was jointly organised by the SCCI and
the Federation of Nepalese Chambers
of Commerce and Industry (FNCCI)
only a few weeks ago in Kathmandu.
SAARC Secretary - General Nihal
Rodrigo in a statement to the Con-
ference gave high marks to the SCCI
for having identified products that
need to be covered in tariff negotia-
tions under SAPTA as well as for its
advice on drafting the SAFTA Treaty
framework. It is encouraging to note
that SCCI has made known its com-
mitment to SAFTA in a document en-
titled “Road Map to SAFTA)". Close
linkages should be established be-
tween ACCI and SCCI. Such linkages
and periodicinteraction will certainly
contribute to the promotion of both
inter and infra-regional trade and in-
vestment in the ASEAN and SAARC
regions.

Liberal, open and market economic
policy trend in South Asia is likely to
be irreversible, irrespective of the
political system that each country has
adopted. The basic question, as Dr,
B.P.Shrestha has pointed out, is
whether the market oriented liberal
economic policy package can address
the problem of dualism or dualistic
economic structures of the South
Asian economy with vast hinterland
of rural economy, which is yet out-
side the market mechanism and ex-
change economy, with very high inci-
dence of poverty, hunger, unemploy-
ment and underemployment, disease
and illiteracy. South Asia is probably
more vulnerable to instability from
within than from without. The devel-
opment dimension of security has not
received as much attention as it de-
serves, probably because it is less ex-
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citing and less visible than the “mili-
tary dimension”. The nuclear tests
copducted by India and Pakistan in
May 1998 evoked worldwide con-
cern as against the grinding poverty
and hunger, deepening disparity and
inequality and growing unemploy-
ment and underemployment which
have engendered a sense of frustra-
‘tion among the people of the region
with the established order and author-
ity. In brief, a host of anomalies and
incongruities such as imbalance be-
tween population and environment,
between aspiration and achievement,
between small urban elites and vast
rural masses and, above all, between
growing affluence and abject poverty
are probably more serious sources of
instability and insecurity in the
SAARC region than the commonly
perceived threats.

ASEAN Secretariat: Lesson for South Asia

The ASEAN Secretariat came into
being in 1976, that is, ten years after
the formation of ASEAN. After more
than 20 years since its creation it was
felt that ASEAN’s institutional setup
for cooperation in general and the
ASEAN Secretariat in particular need
to be strengthened to keep pace with
the rapid changes taking place both
within the region and throughout the
world. ASEAN Secretariat has been
radically restructured and strength-
ened following a major review of its
activities at the 1992 Singapore Sum-
mit. The three central roles assigned
to the Secretariat are Coordination,
Research and Information. The
number of professional staff has also
been increased from 14 to 25 for ef-
fective functioning of the Secretariat.
ASEAN has recently upgraded the
status of its Secretary - General and
enhanced his role in coordinating and
implementing ASEAN activities. The
Secretary — General enjoys the status
of a Minister and is appointed by the
ASEAN Heads of Governments on
the recommendation of the ASEAN
Ministerial Meeting (AMM) for five
years. With increased power and re-
sponsibilities befitting the post, he
oversees the development and pro-
duction of the three year ASEAN Co-

operation plan, presents the plan to the
AMM and Heads of Government for
approval and monitors its implementa-
tion. He leads sectoral dialogue relations
with India and Pakistan, consultative re-
lations with China and Russia. He also
represents ASEAN asrequired in the de-
velopment of relations with dialogue
partners and other countries external
to ASEAN. The Secretary — General has
been empowered to make all the re-
cruitment through a competitive proc-
ess and in consultation with the mem-
bers of the ASC.

The Report of the SAARC Mission on
the visit to the ASEAN Secretariat (Sep-
tember 8-12, 1997) was available for
study to the Group of Eminent Persons
mandated by the Ninth summit in Male
to undertake a comprehensive appraisal
of SAARC and to develop an Agenda
for 2000 and beyond. The Group in its
Report has reached the conclusion that
the role of the Secretary General and
the SAARC Secretariat should be
strengthened. While the Tenth Summit
directed the Council of Ministers to
make an in-depth examination of the
Group Report, taking into considera-
tion the views of Member States with
regard to the viability of the recommen-
dations and the method of their imple-
mentation, the Group's following rec-
ommendations on the role of the Sec-
retary General and the SAARC Secre-
tariat as lessons from the East Asian ex-
perience merit serious consideration.

The status and privileges enjoyed by the
Secretary-General should be upgraded
to that of a Minister.

SAARC has now evolved to a situation
where the current system of appointing
the Secretary General by national rota-
tion and Directors through member
state nomination should be dispensed
with. SAARC should move towards re-
cruiting the Secretary General and Di-
rectors on the basis of merit with due
regard to the equitable representation
of Member States.

The Secretary General shall be ap-
pointed by the SAARC Summit. His/
her tenure should be for five years be-
ginning from the next cycle.
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Directors and new professional staff
shall be appointed by the Secretary-
General. In the case of Directors, their
recruitment would be made from a
short list prepared by a panel of ex-
perts from within the region ap-
pointed by the Secretary General. The
final authority in selection will be
with the Secretary General.

In order to address the urgent short-
term needs of the Secretariat, 2 or 3
professionals may be immediately in-
ducted to the Secretariat in order to
assist the Secretary General to cope
with the current workload. More
professionals may be recruited as and
when the additional workload from
deeper integration warrants their re-
cruitment.

To overcome the problems posed by
limited expertise and research capa-
bilities of the Secretariat, the Secre-
tary General and the Secretariat may
take appropriate steps to benefit from
research carried out on specific sub-
jects by specialists and other centres
of excellence within the region. To this
end, the SAARC Secretariat should
establish a standing network of insti-
tutions whose services can readily be
drawn upon.

The obvious budgetary implications
arising from the above recommenda-
tions must be taken into account and
Member States should augment their
budgetary contributions accordingly.
A portion of the voluntary contribu-
tions that Member States would place
at the disposal of the Secretary Gen-
eral for the integrated Programme of

. Action (IPA) may be earmarked for

undertaking studies and preparation
of data bases.

Japan’svrole in promoting South Asian in-
tegration

Although Japan is oné of the investor
countries for South Asia, its presence
in this region is not as significant and
visible as it is in East and Southeast
Asia.There has no doubt been a steady
increase in Japan's FDI inflows to the
region in the 1990s. Japanese ODA
to SAARC member states is mostly
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available through loans, which focus
upon the development of infrastruc-
ture.

A formidable problem confronting
South Asia, as stated earlier, is pov-
erty. A staggering number of nearly
440 million people as mentioned in
the Report of the Independent South
Asian Commission on Poverty Alle-
viation (November, 1992) live in ab-
solute poverty in this region. Each
country has accorded topmost prior-
ity to poverty alleviation in its strate-
gic plans for national development.
Japan in setting forth its criteria for
ODA would do well to take this real-

ity into account.

With the global economy fast liber-
alising itself South Asian countries
have adopted liberal economic poli-
cies. Each SAARC country is inter-
ested in promoting export industries,
increasinti economic growt.h and en-
hancing the well-being of the people
by attracting FDI and encouraging the
private sector. SAPATA has already
become operational in the SAARC
region. Measures such as SAPTA and
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SAFTA will certainly help SAARC
emerge as an integrated region with a
positive impact on Japan to increase its
ODA and FDI flows to the region. Japa-
nese companies have played a catalytic
role in facilitating infra regional horizon-
tal division of labour under Industrial
Complementation, BBC and AFTA
schemes in Southeast Asia. As SAARC
is anxious to expand its infra regional
activities through SAPTA, Japanese
multinationals can contribute to this
process by establishing a horizontal di-
vision of labour as they have done in
ASEAN. These companies through their
production bases in both East Asia and
South Asia can facilitate trade and invest-
ment linkages between the two Asian
regi'ons.

Japan and East Asia as Dynamic Asian
Economies (DAE) can help generate
regional economic dynamism in South
Asia through their capital and technol-
ogy.The SAARC Japan Special Fund is
a symbol of Japan's positive interest in
South Asian regional cooperation. The
Fund’s resources should be prudently
utilised to help SAARC countries im-
plement a collective project designed
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to develop human resources {HRD),
a critical component of economic de-
velopment in the region. In brief, Ja-
pan should come forward positively
to support and assist SAARC in its
pursuit of economic cooperation and
integration for achieving peace, pros-

perity and stability in the region.
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