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years, from trade among the
countries in the region it

nal trade
accounts
for over 50% of the total trade.
A continuing and growing role
trade and
investment is considered by

many to be necessary not only
: growth

. this intra-re
in and the Paci

of intra-regional

to maintain the

AH network

ndonesia.

been identified.

United Nations Development
Programme (UNDP) and some
developed countries. Today. the
covers
length of approximately 69.000
km of international roads, ex-
tending from the Islamic Re-
public of Iran and Afghanistan
self.  in the west, to China and Mon-
ia in North-East Asia. and to
Malaysia,
Philippines, Thailand and Viet
Nam in South-East Asia (Map-
A). The AH network in the Cen-
tral Asian Republics has also

Another component of the
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HE Asia and Pacilic
region has been the high
performer in the world
economic scene for well over a
decade now. The rapid growth
in the region has got slrong
impetus, particularly in recent
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a total
with
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elfectivel
their fu

mar. Nepal Pakistan and Sri
and onto Europe
lhmu;lzh Turkey; and
* [Indochina
possible links to Myan-
mar in the west and Kunming
(Southern China) in tl;:: rl::nrl]l;l.
thereby linking to bot -
ern and southern corridors.
While the elimination of
missing links along these cor-
ridors is a desirab
goal, the immediate priority is
to use the routes
and facilities efficiently and
in order to harness
potentialities to the

and ASEAN

long term

momentum in the region as a ALTID project, namely the benefit of all countries served
whole. but also to draw into the  Trans-Asian Railway (TAR) by these routes. With this goal
mainstream of Asian economic project was initiated in 1960s, in view. the ALTID project
dynamism the countries.
particularly those in South MAP A
Asia, which are yet to generate a
sustained growth momentum of ASIAN HIGHWAY
their own. |

Qurs is an increasingly in- RS SIAM F EDERATION

terdependent world in which
division
carried to an
unprecedented length, with the
production of a goods often
spreading across national

boundaries. The fast changing
division

labour and globalization of
production process have fos-
tered industrial restructuring,

international
labour is bein

international

of

of

redeplo t of resources, in-
cmam of foreign direct
investment and development of
larger scale markets and indus-
tries. Different countries are
competing hard with one an-
other to capture as much of the
trade and investment flows as
possible by dismantling barri-
ers to trade and capital flows,
by creating investment-
friendly domestic policy
regimes and by rationalizing
exchange and interest rate poli-
cies. In today's world of mobile
capital and ‘footloose’ indus-
tries. a country has to address

tly the issue of the acces-
sibility of its market and other
a:l;n:ts of its business climate
relative to other countries in
order to ensure that opportuni-
ties are not lost irretrievably.
Countries which fail to take ad-
vantage of the new nBypurtunj—
ties could very well be by-passed
by this whole process.

The dynamic economic,
trade and tourism develop-
ments in Asia and the Pacific
since the early 80s has under-
lined the need for forging
stronger overland transport
linkages both among countries
in the region as well as to points

. One of the major objec-

tives of Phase Il of the Trans-
rt and Communications
ac;ade (1992-96) for Asia and
the Pacific has been the devei-
opment and strengthening of
intraregional and interregional
and communications

hk-f:l. It was in this context
that In 1992, ‘ihf United Na-
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an integrated Asian Lan

Transport Infrastructure De-
velopment (ALTID) project,
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envisaging basic rail links be-
tween Singapore and Istanbul
via South Asia, and onto Eu-
rope. Today. it also includes
links from Singapore to North-
East Asia, Korean Peninsula
and onto Europe, as well as
other routes (Map B). Although
many difficulties remain to

overcome in operationalizing
the TAR networks, including
the problem of missing links,
some encouraging develop-
ments suggest that these diffi-
culties can be resolved within
the framework of regional co-
operation. The Islamic Republic
of Iran has provided an impor-
tant international exit to the
Central Asian Republics (CAR)
by constructing on its territory,
al its own cost, the missing TAR
link between Turkmenistan
and the Islamic Republic of
Iran. This has given the land-

A = Be Islamic Re -
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is also comple a "silk

railway linking China and Eu-
rope. via Central Asia. Islamic

comprising the Asian Highway. Republic of Iran and Turkey.
the Trans-Asian Railway and Similarly. Myanmar. upon
the promotion of international joining TAR late last year, has

border-crossing facilitation
measures through accession by
countries to various interna-
tional conventions and agree-
ments in the field of transport
facilitation.

Although relatively new in
its present form, the ALTID pro-
ject, in its spirit, represents a
continuation of a process dat-
ing back to 1959 when the
Asian Highway (AH) ect was
initiated by ﬁSCA.FFr%E AH
network was expanded and im-

proved in many countries with
linancial support from the

indicated strong interest in

bridging the missing links with
ﬁaﬂ}r&gh h. India and Thali-
I :

A number of ESCAP studies
have confirmed the feasibility
of linking existing networks in
three main sub-regions :

* A "northern corridor” link-
ing the Korean peninsula with
China, Mongolia. Kazakstan
and the Russian Federation,
and onto Europe;

* A "southern corridor” link-
ing Bangladesh. India. the |s-
lamic Republic of Iran. Myan-

laces particular emphasis on

armonizing transport facili-
tation measures at the national
and international levels and
ericourages ESCAP countries to
accede to various international
agreements such as the Inter-
national Convention on the
Harmonization of Frontier
Control of Goods of 1982. Un-
fortunately, the present status
of accession of the countries in
South Asia to these ments
indicates that a lot remains to
be done to remove the institu-
tional bottlenecks to unhin-
(mied movement of goods and
people across countries in this
sub-re . As can be seen from
the following Table. of the
seven international conven-
tions recommended by ESCAP
for accession. India subscribes
to only one, Pakistan to two,

and Ban Bhutan. N |
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{4+ fin jhe past, making the|

above-mentioned corridors op-
erational would have perhaps
posed lormidable technical dif-

ficulties because of the problem
concerning the break-ol-gauge.
Fortunately, today's technology
enables transfer points to be in-
iroduced along a corridor so
that containers can be lifted
from one gauge to another
quickly and cost-efficiently.
However. the full potentials of
modern trans-shipment tech-
nology can be harnessed to the
mutual advantage ol sovereign
countries only if these countries
mutually agree on "the rules of
the game" by subscribing to
international conventions and
agreements, or by negotiating
new bilateral agreements Lo
FHsuyre international
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unities for Trade and Growth in South Asia

by Dr M Rahmatullah

movements of goods and people
across national borders with-
out unnece delay and cost.

Under the ALTID project, the
railway network of immediate
concern to South Asia is the
Southern Corridor, mentioned

above, linking Bangladesh, In-
dia, the Islamic public of
Iran, Myanmar, Nepal, Pak-

istan and Sri Lanka. This net-
work can potentially contribute
substantially to the goal of
closer and mutually beneficial
economic relations among the
South Asian countries, a goal so
powerfully espoused by
Bangladesh in the early 80s in

)

the context of its proposal on
South Association for Regional
Cooperation (SAARC). The de-
velopment of the Southern Cor-
ridor is also consistent with the
adoption in the Seventh SAARC
Summit in April 1993 of the
Agreement on SAARC Prefer-
ential Trading Arrangement
(SAPTA).

There are some who argue
that the growth of trade
amongst the South Asia coun-
tries is limited by the insuffi-
cient complementary among
these economies in terms of re-
source availability, the struc-
ture and content of production
and supply of services. On this
point. it is important to recog-
nize that the South Asian
countries, in the context of na-
tional independence and the
imperative to industrialize, are
moving away from the single-

HAPE

crop dominated. relatively ho-
mogeneous -structure ol
the colonial past to increas

emphasis on industrial prod-
ucts for their export earnings.
This has created opportunities
to promote greater complemen-
tarity of their export-structures,
within a framework of regional
cooperation. The growing
importance of intra-industry
trade in the context of the
globalization of production
process also opens up a window
of opportunity for the South
Asian countries of mutually
benefit from economic ex-
change of industrial products

The Duiily Star 5°

sit facilities, the intra-regional
trade will rise Lo about 811.0
billion in 2015.

It is important to take a dy-
namic and long-term, rather
than static and short-term,
view of the trade potential of
the countries in the South
Asian sub-region. The critical
issue is for these countries to
create the enabling environ-
ment for investment in selected
activities and to promote and
facilitate trade and transport to
market such products. By pro-
viding, wherever it is cost-ef-
fective to do so, alternative land
transport links between poorly
connected trading points, and
by reducing trade-related costs
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at different stages of processing.

Various studies have sup-
ported the conclusion that the
improvement and optimal uti-
lization of existing land trans-
port and communication will
increase intra-regional trade
and tourism in South Asia. One
1994 study. using a formal
model linking the economies ol
Pakistan. India. Nepal.
Bangladesh and Sri Lanka,
finds that under the existing
state of cooperation. the total
intra-regional trade may in-
crease from close to $2.0 billion
in 1990 to slightly above 53.0
billion the vear 2000 and to
about $9.0 billion in 2015. In
contrast to this. if all countries
cooperate with each other in the
areas of land transport. com-
munication network and tran-
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facilitation

through wvarious
measures, the ALTID project
can help create a larger and
more attractive South Asian
marketplace in which to invest
and more attractive South
Asian marketplace in which to
invest and uce.

The potential benefit to
Bangladesh from removing in-
stitutional impediments to
cross-border and transit trade
to help create a viable South
Asian market can hardly be
over-emphasized. Modern con-
tainer technuiu%(e allows per-
ishable goods to be stored safely
for extended periods and car-
ried over long distances. an op-
portunity which Bangladesh
could exploit to its own advan
tage to boost its perishable ex-
ports to Bhutan. India. Nepal.
Pakistan, the Islamic Republic
of lyan and beyond. It bas been
estimated that if Bangladesh is
allowed unhindered cargo
movements by India through its
territories to Nepal.
Hangladesh's exports to Nepal
could increase by 50-100 mil-
lion dollars per year. Nepal not
only could increase its exports
to Bangladesh, but also to des-
tinations beyond Bangladesh
by using the Mongla Port. It is
not surprising that Nepal has
shown interest in the expansion
of the Mongla Fort.

The benefit that Bangladesh
could derive trom the ALTID

roject, however, extends well
eyond increased trade with
other South Asian countries
Iplease see Map C). The ALTID
project opens up new opportuni-
ties for increased trade, via the
Islamic Republic of lran. wilth
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the land-locked Central Asian
Republics (CARS), now that
these countries have railway
linkages with the Islamic Re-
public of Iran. A fully opera-
tional Southern orridor
would also ﬁl“ new impetus to
the eventual link-up between
South-Asia and yanmar,
Myanmar and Thailand, as
well as between South-Asia and
South China, via Myanmar.
This would provide to
Bangladesh, North-East India
and Myanmar. an access

overland transport to the fast
growing areas of the ASEAN
and China. In the link-up be-
tween broad-gauge dominated
South Asian railway systems

and metre-gauge based South
East Asian railway systems and
meire-gauge based South East
Asian railway systems,
Bangladesh. home to both
gauge types. can play a pivotal
role in providing trans-ship-
ment services.

Possibilities are many., and
are waiting to be explored. A
fully operational Southern
Corridor can lead to much bet-
ter capacity utilization of the
Bangladesh Railway. thereby
contributing to the develop-
ment and modernization of the
country’'s railways and road
transport industries, as well as
enhance the viability of the
Jamuna Bridge. Remembering
that investment and trade flows
often go together. granting un-
hindered international move-
by Bangladesh teo
Bhutan, India. Nepal, Pakistan,
tHe Islanmmt Repn
beyond in the west and Myan-
mar, South East Asja. China
and beyond In the east could not
only generate substantial for-
eign exchange earnings through
transit and other service fees,
but also attract foreign direct
investment in selected indus-
tries (e.g. gas-based industry] in
Bangladesh under buy-back or
other arrangements.

[n order to realize these pos-
sibilities. concerted actions b
all countries would be required.
These actions. by necessity,
would begin with the recogni-
tion by all concerned parties
that the unhindered interna-
tional flow of trade and tourism
Jis achievable only within a
[ramework of reciprocal un-
derstanding and cooperation.
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Responding to increasing eco-
nomic pressures to promote
freer international movements
of goods and people., many
countries are pro- pur-
suing this goal, as evidenced,
for example, by the su ex-
tended by the national leaders
altending the first Asia-Europe

Meeting at Ba k in March
1996 10 establishing a direct

link connecting Singapore with
Europe. Malaysia, as the
ASEAN coordinator of this ini-
tiative, is now examining, in
consultation with ESCAP and
other countries, the roates iden-
tified by ALTID as a basis of
such overland linkage via the
ASEAN countries, China and
Russian Federation.

As a symbol of increasin
Asian integration. ALTID coul
provide both the spirit and a po-
tential framework for achiev-
ing freer international move-
ment of goods and people alo
the land routes. on a reciproca
basis. Active and wvoluntary
participation by all the South
Asian countries in ALTID since
1993, in effect, implies that
they have already endorsed the
general principle of granting to
each other the right of unhin-
dered international movement
of trade and tourism. It is time
to build on this further. It is
possible for countries to recon-
cile their existing differences to
forge new linkages or reestab-
lish old ones, as exemplified by
the reneenm of rail link be-
tween Viet Nam and China,
This rail link allows South
China's trade to move through
the port of Haiphong in Viet
Nam.

For Bangladesh to be an ac-
tive player in. and beneficiary
of the Southern Corridor of
TAR or, for that matter, of AH
network, it is important that it
grants unhindered right of
movement, on a reciprocal ba-
sis, to other countries along
these networks. If such a right
is denied or put off indefinitely,
other countries may find it nec-
essary to develop alternalive
routes. India's reported consid-
eration of the possibility of a
direct connection with Myan-
mar and South-East Asia, by
developing a broad gauge rail-
way in its own territory
through Gauhati-Dibrugarh-
Lekhapani is a case in point.
Should that happen, it will
work, in an irreversible way,
against Bangladesh's long-term
interests.

The task ahead is clearly not
easy. What is important is a
spirit of understanding and co-
operation. The Protocol of In-
land Water Transit and Trade
Agreement between Bangladesh
and India is one example of
such a spirit in action. As the
Bangladesh draft paper on
SAARC noted so forthrightly,
"Bacriers, hoth historical and

will have to be scaled
and lingermg -suspicion and
distrust will have to yield place
to a renewed sense of under-
standing and goodwill.” In the
Sri Lankan Foreign Minister
observed in 1981, "...... despite
the difliculties and perhaps
differences. we are also sus-
tained by a great deal of com-
monality. Geographically. our
region is clearly definable.
Historically, we share the same
or similar heritage.

After more than 15 years,
these words ring more true and
carry more urgency than ever
before.

The author is Director,
Transport, Communications
and Tourism Division, United
Nations Economic and Social
Commission for Asia and the
Pacific DBangkok. Thailcned
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