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PRELUDE

The world is witnessing several changes. Regional blocks have been set up and have demonstrated success through regional alliances. SAARC is a regional block with 22% population share in global set up and has a tremendous scope for growth and development for the socio economic well being of the people. Its performance has left much to be desired. With the start of a meaningful dialogue between Pakistan and India, future augurs well. 

CONSTITUENTS OF THE PAPER 
This piece has been divided into following three parts: 

a. Global Trade Leaders and Regional Blocks Performance

b. SAARC Review

c. Suggested Future Directions 

These are now briefly reviewed below: 

PART A: GLOBAL TRADE LEADERS REGIONAL BLOCKS PERFORMANCE
1. GLOBAL TRADE LEADERS

Twelve global export and import leaders constitute 59% and 60% of their global shares respectively (Annex-1). These include China, Germany, USA, Japan, Netherlands, France, Italy, Belgium, Korea, UK, Canada and Russian Federation. China leads in exports with 11% share in global exports. USA leads in imports with 13% share in global imports. As against above, total share of SAARC in global exports is 1.8% and in global imports is 2.55%. These figures speaks volumes of tremendous potential which SAARC as a region can harness to its advantages by ensuring favorable Geo-Political situation and optimize the benefits for the people of the region.

2. TRADE BLOCKS IN THE WORLD
There are several regional trade blocks in the world. However, significant blocks are listed at Annex 2. It is apparent that these regional trade blocks have achieved tremendous growth for exports within the blocks and outside the blocks. The biggest export trade relates to Asean Pacific Economic Corporation (APEC), followed by European Union (EU), North American Free Trade Agreement (NAFTA) and Association of South Asian Nations (ASEAN). Unfortunately SAARC has the lowest shares of 5.8% within the block and 1.8% by block on global basis.  
3. G-8 
G-8 group consists of eight countries namely; Germany, USA, Japan, France, UK, Canada, Itlay and Russian Federation. Its share in global export trade is 37.15% with a total export of $4.64 trillion. Annex3 gives details.
4. NAFTA
North American Free Trade Agreement (NAFTA) consists of three countries namely; USA, Canada and Mexico. Based on the world Development Report 2012, its share in world export was 12.8% and imports was 12.47. Annex-4 shows companion and companion with global exports.
5. D-8
D-8 consists of eight countries namely; Malaysia, Indonesia, Turkey, Iran, Nigeria, Egypt, Pakistan and Bangladesh. Its share in global exports was 4.83% and in imports 5.61 was in global imports as is shown in Annex-5.

6. GLOBAL MERCANTILE TRADE AND SAARC SHARE
SAARC share in global exports for 2010 was 1.63% and imports for this period was 2.55% Annex 6 shows the position in respect of above. Tremendous potential for exponential growth relating to intra-trade on global front exists which needs to be tapped.
PART B: SAARC REVIEW 
1. CONSTITUENTS OF SAARC

SAARC includes eight countries. These include Afghanistan, Bangladesh, Bhutan, Indian, Maldives, Nepal, Pakistan and Sri Lanka. Its total population is 1.56 billion which represents 22% of the world population.  Annex 7 gives details of population of each country of SAARC. 
2. UNIQUE FEATURES OF SAARC 
SAARC region has the following unique features: 

a. All religions, faiths and ideologies of the world are gathered here. 
b. It contains the largest irrigated land areas in the world with over 67 million hectares. 

c. It has one of the largest English acquainted population. 

d. It has one of the most ancient living civilization in the world. 

e. It has the second largest railway network of the world after the US.  

f. It has a labour force of 450 million people which is the largest of any other economic block. 

g. Consumer base surpasses 750 million representing the largest number of consumers in a single economic block in the world.

It is a sleeping giant and has started moving. It is maturing and is poised to become an important economic force forming a common market called SAPTA and later SAFTA and eventually converging into economic union.  
3. POPULATION OF SAARC  
SAARC share of global population is 22% (Annex 7). India constitutes 75% of SAARC total population. 
4. POVERTY DIMENSION OF SAARC 
SAARC is a home of poverty stricken people also. They need attention so that poverty is alleviated in the short run and is eliminated in the long run. Some idea of poverty levels, as measured by GINI Index, are at Annex 8. It is apparent that all the countries are poverty stricken. Even the rising star namely; India has around 37 GINI Index. This index measures the level of inequality of O to 100. They lower the GINI Index the less is the inequality and consequently the less is the poverty. The greater the GINI Index, the greater is the inequality and, therefore, greater is the poverty.

5. SAARC MARKET CAPITALIZATION 
Stock Market Capitalization of all SAARC countries was 3.70% of the world stock market capitalization. Annex 9 gives details of all SAARC countries in respect of above. 

6. SAARC SHARE IN FDI
SAARC share of FDI in global FDI was 3.28% as is shown on Annex 10.

Given peace and tranquility, FDI can register tremendous increase as enabling environments can enable SAARC to capture big share of mutual benefits for SAARC and global world. 
7. SAARC PRINCIPLES 
SAARC principles include the following: 

a. Sovereign Equality

b. Territorial Integrity

c. Political Independence

d. Non-Interference in internal affairs of other states and to seek mutual benefit. 
8. MAJOR MILESTONES OF SAARC
Major milestones of SAARC are listed below: 
Table: B-1

SAARC: Major Milestones

	YEAR
	MILESTONE

	1977
	Idea of regional cooperation in South Asia was hit out by Bangladesh. 

	1983
	Foreign ministers met in New Delhi. Declaration on South Asian Association for Regional Cooperation was released and Integrated Program of Action (IPA) was formally launched.  

	1985
	Charter of SAARC was adopted in Dhaka, Bangladesh. 

	1992
	SAARC Chamber of Commerce & Industry was established in Islamabad, Pakistan. 

	1995
	Agreement on South Asian Preferential Trade Arrangement (SAPTA) was signed in Dhaka accordingly, gradual reduction and eventual elimination of tariffs within SAARC was announced paving the way for creating South Asian Free Trade Area (SAFTA) with a long-term dream of forming South Asian Economic Union. 

	2012
	First Pakistan India Management Summit was held in Lahore, Pakistan.


9. SAARC OBJECTIVES 
Focus of the objectives of SAARC include promotion of socio economic developments within SAARC countries and to also develop relationship with regional and international organizations. These are listed below:

Inter-SSARC

a. Promote the welfare of the people of South Asia and improve their quality of life. 

b. To accelerate economic growth

c. To promote active collaboration and mutual assistance in the economic, social cultural, technical and scientific fields. 

d. To promote and strengthen collective self reliance among the countries of South East. 

e. To contribute to mutual trust, understanding and appreciation of one another’s problems.  

Intra-SAARC

a. To strengthen cooperation among themselves in international forums and with other developing countries. 

b. To strengthen cooperation with other developing countries.

c. To cooperate with international and regional organizations. 

10. INSTITUTIONS OF SAARC 
To enable SAARC to achieve its objectives, some of the significant institutions established are listed below: 

Table No. B-2

Institutions of SAARC
	S. No.
	Particulars
	Institutions

	1.
	Regional
	1. SAARC Agricultural Information Centre, Dhaka, Bangladesh

2. SAARC Documentation Centre, New Delhi, India

	2.
	Funds
	1. SAARC Fund for Regional Projects 

2. Japan Special Fund Kathmandu, Nepal

3. South Asian Development Funds, New Delhi, India

	3.
	Track-2
	People to people contact


11. WORK PACKAGES FOR SAARC 
Ten work packages were identified with the following allocation: 
Table No. B-3

Allocation of Worked Packages for SAARC

	S. No.
	Country
	Numbers
	Work Package

	1.
	India
	4
	1. Business Information and Data Net Working. 

2. Human Resource Development

3. Science & Technology 

4. Social Dimensions of Business Development

	2.
	Pakistan
	2
	1. Trade

2. Investment 

	3.
	Sri Lanka
	1
	Women Entrepreneurship 

	4.
	Bangladesh
	1
	Telecommunication 

	5.
	Nepal
	1
	Travel and Tourism 

	6.
	Bhutan and Nepal
	1
	Energy

	
	Total
	10
	


12. SAARC CHAMBER OF COMMERCE & INDUSTRY (SCCI)
SAARC Chamber of Commerce & Industry was set up in 1992 as the official and apex body of all the national federations of chamber of commerce and industry with headquarters in Islamabad, Pakistan. It is hoped that it will endeavour to achieve SAARC Economic Cooperation and bring harmonious and healthy economic relations between the business communities of the region. Its contributions for establishing economic ties and achieving goals are as under:
a. To serve as voice of business community of the region at national, regional and global forums. 

b. To endeavour to bring about necessary economic cooperation in spheres of the SAARC region. 

c. To encourage investments and joint ventures and outside the region and ensure that the benefits of economic cooperation are realized for the region. 

d. To encourage the private sector in the process of industrialization and also to act as a change against while allowing the government to develop the infrastructure jointly and implementing polices which can minimize dislocations to economic growth and social development.
PART C: SUGGESTED FUTURE DIRECTIONS
1. PREREQUISITES FOR BREAK THROUGH IN SAARC
The world has seen three approaches to growth. The normal one is described as Incremental Approach. This involves slow processes. The second one is known as Kaizan which is the Japanese management technique requiring continuous improvement. The call of the day is to implement break through approach. This requires solid efforts at country’s level and then for promotion of socio-economic activities through accelerated pace at SAARC level for achieving inter-SAARC and Intra-SAARC levels. In this respect charter for action is suggested below: 

a. Political 

A happy augury is that, at government and non-government levels, dialogues between Pakistan and India have started. This spirit be strengthened through confidence building measures and shared and be based on sound foundations cushioned with mutual trust and respect to each other. This is the first pre-requisite, failing which further suggestions will not have significant managerial impact.

b. Economic & Social Dimensions 
Various economic issues have been broadly highlighted earlier. Good Governance at government level and sound Corporate Governance at micro and enterprise levels are the crying need. Rather than focusing on GDP growth, Happiness Index, as recommended by Joseph Stieglitz, noble prize winner of 2000 be implanted.
Efforts be initiated to develop a sound charter for economic development for common man and be religiously implemented. 

c. Technology 
“Business as Usual” be given good-bye and be replaced by “Innovation”. Success stories on R&D be shared freely for replication. A full fledged fund for innovation in SAARC be established. 

d. Institutional Framework 
Existing SAARC institutional setup be strengthened, energized and, synergized. Forward linkages will produce fruitful results.

2. EXPECTED OUTCOMES
Consequential benefits will be immense if SAARC is reenergized. Besides healthy implications on economic front, social charter will also benefit societies which will include: 
a. Poverty eradication

b. Population stabilization 

c. Empowerment of women

d. Youth mobilization

e. Human resource mobilization 

f. Promotion of health and mutation and protection of children. 

Major socio-economic problems will be talked. Defense expenditure sill shifted to development expenditure. Accordingly a new era of prosperity across the board is a hope or dream which may crystallize making SAARC vibrant region with tremendous potential exploited for betterment of society and uplift of millions of people from poverty trap to high quality standard of living. Political leadership and all stakeholders must accept the challenge to achieve the foregoing objectives.

With a combined growth rate of more than 6 percent, SAARC can turn itself into a prosperous and healthy region. 
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Annex-1
Global Export & Import Leaders

Top Twelve (12): 2010

	S. No.
	Country
	US $ Trillion
	Share in Global

%
	Export $ Trillion
	Import 

%

	1.
	China, includes Hong Kong
	1.53
	12
	1.40
	11

	2.
	Germany
	1.13
	9
	0.94
	7

	3.
	USA
	1.06
	8
	1.61
	13

	4.
	Japan
	0.58
	5
	0.55
	4

	5.
	Netherlands
	0.50
	4
	0.45
	4

	6.
	France
	0.49
	4
	0.56
	4

	7.
	Italy
	0.41
	3
	0.41
	3

	8.
	Belgium 
	0.37
	3
	0.35
	3

	9.
	Korea, Republic
	0.36
	3
	0.32
	3

	10.
	UK
	0.35
	3
	0.48
	4

	11.
	Canada
	0.32
	3
	0.33
	3

	12.
	Russian Federation
	0.30
	2
	0.19
	1


Source: Extracted from: World Development: Report 2012, Table No. 5, PP 400-401.
Annex-2
Six Regional Trade Blocks: 2010

	S. No.
	Blocks
	Year of Creation
	Merchandise
	Exports

	
	
	
	Within Block %
	By Block %

	1.
	APEC
	1989
	67.5
	47.3

	2.
	European Union
	1957
	67.3
	32.7

	3.
	NAFTA
	1994
	48.7
	12.9

	4.
	ASEAN
	1967
	25.0
	6.9

	5.
	APTA
	1975
	12.1
	15.1

	6.
	SAARC
	1985
	5.8
	1.8


Source: Extracted from: World Development Indicators 2012, Table No. 86, P. 352

Annex-3
G-8: Export & Imports 2010

	S. No.
	Country 
	Exports US T
	% of the World
	Imports

	
	
	
	
	$ Trillion
	%

	1.
	Germany
	1.13
	9
	0.94
	7

	2.
	USA
	1.06
	8
	1.61
	13

	3.
	Japan
	0.58
	5
	0.55
	4

	4.
	France
	0.49
	4
	0.56
	4

	5.
	Italy
	0.41
	3
	0.41
	3

	6.
	UK
	0.35
	3
	0.48
	4

	7.
	Canada
	0.32
	3
	0.33
	3

	8.
	Russian Federation
	0.30
	2
	0.19
	1

	9.
	
	4.64
	37
	5.07
	39


Percentage of Global Export of G-8
Source: Extracted from: World Development Report 2012, Table No. 5, PP 400-401.
Annex-4
NAFTA Export and Import: 2010
	S. No.
	Country
	US$ T
	%
	US $ T
	%

	1.
	USA
	1.06
	66
	1.61
	74

	2.
	Canada
	0.32
	20
	0.33
	15

	3.
	Mexico
	0.23
	14
	0.24
	11

	
	Total
	1.61
	100
	2.18
	100

	
	Percentage of Global Exports of NAFTA
	12.89
	
	17.47
	


Source: Extracted from: World Development Report 2012, Table No. 5, PP 400-401

Annex-5
D-8: Exports & Imports: 2010
	S. No.
	Country
	Exports
	Imports

	
	
	US $ B
	%
	US $ B
	%

	1.
	Malaysia
	157
	28
	124
	18

	2.
	Indonesia
	120
	21
	250
	36

	3.
	Turkey
	102
	18
	151
	20

	4.
	Iran
	78
	14
	50
	07

	
	Sub-Total
	
	
	565
	81

	5.
	Nigeria
	53
	9
	39
	6

	6.
	Egypt
	23
	4
	45
	6

	7.
	Pakistan
	18
	3
	21
	3

	8.
	Bangladesh
	15
	3
	21
	3

	Percentage of Global Exports 45% and imports 5.61
	109
	19
	136
	19

	
	Total
	566
	100
	701
	100


Source: Extracted from: World Development Report 2012, Table No. 5, PP 400-401.
Annex-6

SAARC Exports & Imports: 2010

	S. No.
	Country
	Exports
	Imports

	
	
	US $ B
	%
	$B
	%

	1.
	India
	163
	80
	250
	

	2.
	Pakistan
	18
	9
	32
	

	3.
	Bangladesh
	15
	7
	23
	

	4.
	Sri Lanka
	7
	3
	10
	

	5.
	Nepal
	1
	1
	4
	

	
	Sub. Total
	41
	20
	68
	

	
	
	204
	100
	
	

	6.
	Bhutan
	-
	-
	-
	-

	7.
	Maldives
	-
	-
	-
	-

	8.
	Afghanistan 
	-
	-
	-
	-

	
	Total
	204
	100
	318
	100

	Percentage of Global Exports of SAARC  
	1.63
	
	2.55
	


Source: Extracted from: World Development Report 2012, Table No. 5, PP 400-401

Annex-7
SAARC: Population 2010
	Country
	Total Millions
	%
	Average Annual Growth Rate %

	Year
	1990
	2010
	
	2000-2010

	Bangladesh
	115.6
	164
	10.52
	1.6

	Bhutan
	0.56
	0.71
	0.05
	2.3

	India
	849.5
	1,171
	75.11
	1.4

	Maldives
	0.22
	0.31
	0.02
	1.4

	Nepal
	19.1
	30
	1.92
	2.0

	Pakistan
	108
	473
	11.10
	2.3

	Sri Lanka
	17.1
	20
	1.28
	0.9

	
	1,110.08
	1,559.02
	100
	-


Source: World Development Report, 2012, PP 392-393 & 402-403. (Data for Bhutan & Maldives for 1990 was taken from: www.google.com public data explorer, (World Development Indicators).

Annex-8
SAARC: GINI Index

	Country
	Survey Year
	Gini Index

	Bangladesh
	2005
	31.0

	Bhutan
	2003
	46.8

	India
	2005
	36.8

	Maldives
	2004
	37.4

	Nepal
	2004
	47.3

	Pakistan
	2006
	32.7

	Sri Lanka
	2007
	40.3


Notes:

1. Gini Indexes for Bhutan and Maldives were taken from: www.indexmundi.com/facts/bhutan/gini-index.

2. Gini co-efficient of zero represents perfect equality of income while a coefficient of 1 implies perfect inequality, of range from zero (perfect equality) to one (perfect inequality). 

Source: World Development Indicators, 2011: Distribution of Income of Consumption, Table 2.9 pp 68-70
Annex-9
SAARC: Stock Market Capitalization

	Country 
	$ 2010 (b)

	Bangladesh
	47

	India
	1,616

	Nepal
	4

	Pakistan
	38

	Sri Lanka
	20

	Bhutan
	NA

	Maldives
	NA

	Total
	1,725


Global Stock Market Capitalization 

$56,172b
Global SAARC Chare



    3.07%

Source: World Development Indicators 2012, PP 278-280
Annex-10
SAARC: Foreign Direct Investment 2009

	Country
	Million $
	%

	Bangladesh
	674
	1.8

	Bhutan
	18
	0.0

	India
	34,577
	90.5

	Maldives
	112
	0.3

	Nepal
	38
	0.1

	Pakistan
	2,387
	6.2

	Sri Lanka
	404
	1.1

	Total
	38,210
	100


Global FDI

$1,164b
Global SAARC share
3.28%

Source: World Development Indicators 2012, PP.364-365, http://data.worlbank.org/indicators. World Development Report 2012 Pp400-401

List of Abbreviations
	APEC
	Asia Pacific Economic Cooperation

	ASEAN
	Association of South East Asian Nations

	BRICS
	Brazil, Russia, India, China and South Africa

	D-8
	Developing Eight (Group)

	EU
	European Union

	FDI
	Foreign Direct Investment 

	G-8
	Group of Eight (Developed Countries)

	IPA
	Integrated Program for Action

	NAFTA 
	North American Free Trade Agreement

	SAARC
	South Asia Association for Regional Cooperation 

	SAFAT
	South Asian Free Trade Area

	SAPTA 
	South Asian Preferential Trade Arrangements  

	SCCI
	SAARC Chamber of Commerce & Industry 

	UK
	United Kingdom

	USA
	United State of America
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