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Introduction

greater differentiation in terms of political and cultural identities, there

has been a growing tendency among them towards cooperation and in-
tegration. The new states seek to preserve their national security and achieve
socio-economic development through cooperation with each other." The pro-
liferation of diverse regional organizations, such as the North Atlantic Free
Trade Agreement (NAFTA), the European Union (EU), the Latin American
Free Trade Association (LAFTA), the Caribbean Community (CARICOM), the
Organization of African Unity (OAU), the Gulf Cooperation Council (GCC),
the Association of Southeast Asian Nations (ASEAN), Asia Pacific Economic
Co-operation (APEC), the Economic Community of West African States
(ECOWAS) and the Southern African Development Community (SADAC),
has been the result of this regional approach.

In South Asia, the South Asian Association for Regional Cooperation
(SAARC) is one of the latest demonstrations of the growing interdependence
among developing nations. The idea of SAARC was first mooted by late
president Ziaur Rahman (Zia) of Bangladesh. In May 1980, President Zia pro-
posed a summit of seven South Asian states (Bangladesh, Bhutan, Maldives,
Sri Lanka, Nepal, Pakistan and India), which was intended to establish a for-
mal regional organization. All seven countries finally accepted the proposal,
despite the initial reservations of India and Pakistan,” and the first SAARC
summit was held in Dhaka in 1985. At various stages of its growth, however,
SAARC has faced recurrent crises’ that have posed a serious threat to its very
existence. This article seeks to explore the multifarious crises of regional coop-
eration in South Asia.

SINCE WORLD WAR I, while nation-states have been emerging with
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The nature of the crises of regional cooperation in South Asia is very differ-
ent from that of other regions. The crises that constrain mutual cooperation in
this part of the world can be categorized into three types: political, economic
and security.

Political Crisis

South Asia is a fragmented zone that historically failed to develop a sense of
regional identity. Bilateral relations between most of the countries are defined
by antagonism and mistrust. The major political crises among South Asian
countries are listed below:

Indo-Pakistani Dispute: India and Pakistan have fought four bloody wars in the
post-colonial period, including the Kargil War during the summer of 1999.
They were led into these wars by the Kashmir issue and the Bangladesh lib-
eration struggle. The potentially explosive Kashmir dispute between India and
Pakistan has never been formally resolved and is now perhaps the most in-
tense and dangerous source of conflict between two countries. The new ‘line
of control’ (LOC), which replaced the old 1947 ceasefire line after the 1971
Indo-Pakistani war, was accepted as the de facto dividing line in Kashmir by
both India and Pakistan in the 1972 Simla Agreement. But some sections of the
LOC in the more remote areas of northwestern Ladakh were never demar-
cated on the ground, and there are still differences between Indian and
Pakistani versions of the line, which lead to almost regular clashes between
border guards." The Kargil War® of 1999 was the fourth Indo-Pakistani war,
eventually ending when Pakistan withdrew its troops as a result of diplomatic
pressure from Washington. But the Kashmir conflict introduced an element of
unprecedented volatility into relations between these two nuclear neighbours.’
Pakistan’s nuclear capability is a serious concern for India: Indian policy-
makers believe that Pakistan’s nuclear capability might encourage it to step up
its support for the insurgency in Indian-controlled Kashmir and that Pakistan
might use nuclear weapons at an early stage in a conventional war in order to
offset its inferiority in conventional weapons. In addition, Pakistan has stated
that, while pursuing the doctrine of deterrence, it does not rule out the use of
first strikes.” In a nutshell, Indo-Pakistani nuclear tests brought to a head an
old and persistent source of tension between two old enemies and further viti-
ated bilateral relations.

Indo-Bangladeshi Dispute: India played a dominant role in the liberation war of
Bangladesh. As Bangladesh arrived at the threshold of independence, India
emerged as its nearest friend. In order to formalize this relationship, a treaty
of friendship, cooperation and peace for a period of 25 years was signed by
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the two governments on 17 March 1972, But this Indo-Bangladeshi nexus was
very short-lived. Following the coup d’etat of 15 August 1975 and the fall of
Sheikh Mujib’s government, mistrust, misunderstanding and suspicion em-
bittered relations between the two countries. Since then, a number of bilateral
issues have strained Indo-Bangladeshi relations, and some continue to do so.
For example, the Ganges water dispute is a major source of disagreement.
Farakkah, the most important barrage, was erected over the Ganges by India
in order to divert its water to the Bhagirathi-Hooghly River to keep the port of
Calcutta navigable and free from silt.” This Farakkah barrage became the
‘Kashmir’ of Bangladesh’s grievances with India.’ Following the independence
of Bangladesh, the Mujib and Indira governments signed a short-term agree-
ment on 18 April 1975, which assigned 11,000-16,000 cusecs (cubic feet per
second) of water to India from 21 April to 31 May 1975 (41 days) and secured
the remaining 44,000-49,000 cusecs of water for Bangladesh.'® This short-term
agreement expired on 31 May 1975, and after that India unilaterally started to
withdraw almost all of the water (40,000 cusecs), which posed the threat of
economic ruination for one-third of Bangladesh. India argued that, as the ma-
jor riparian country for Ganges water in terms of catchment areas (98%), ulti-
mate irrigation potential (94.5%) and the population living in the area, it had a
legitimate right to utilize the water to its advantage." But the Indian claim
clearly contravenes international law, which stipulates that a riparian state has
a legal right to utilize the water of an international river in its territory only if
its so doing causes minor or no injury to a co-riparian country.” In November
1977, in the wake of serious Indo-Bangladeshi water diplomacy, Bangladesh’s
President Zia and India’s Prime Minister Morarji Desai signed an agreement
for a period of five years, which assigned 34,500 cusecs of water to Bangladesh
and 20,500 to India during the leanest period (21 April to 30 May), and guar-
anteed 80% of the available flow of water at Farakkah for Bangladesh in the
leanest ten-day period. This accord came to an end in November 1982. On
7 October 1982, General Ershad and Indira Gandhi signed a memorandum of
understanding (MOU) for a period of 18 months, but this contained no guar-
antee clauses. When the MOU expired on 6 April 1984, Bangladesh failed to
obtain a further extension. A second MOU was signed in November 1985 for a
period of three years, after Rajib Gandhi’s election as prime minister. This ex-
pired at the end of May 1988; from then until 11 December 1996, there was no
MOU or agreement between the two countries. In the absence of water-
sharing instruments, India recommenced its unilateral withdrawal of water,
which caused an unprecedented reduction in the flow left for Bangladesh.*
Despite considerable diplomatic efforts — including summit diplomacy —
between the two governments in 1992 and 1993, Prime Minister Begum Zia
failed to secure an agreement over the sharing of Ganges water during her re-
gime. However, with the return to power of the Awami League in Bangladesh
— with Shekh Hasina as Prime Minister — and the emergence of the coalition
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government led by Dev Goweda in India, the prime ministers of the two
countries signed a 30-year agreement on 12 December 1996." This agreement
is based on the following formula: if the flow of water at Farakkah is 70,000
cusecs or less, India and Bangladesh will divide it equally between them; if the
flow is 70,000-75,000 cusecs, Bangladesh will receive 35,000, and the rest will
be diverted to India; if the availability is 75,000 cusecs or more, India will
receive 40,000 and Bangladesh will receive the remainder of the flow.”* Un-
fortunately, however, events following the agreement seem to indicate that it
is not being implemented properly. According to its terms, during the first
and second ten-day periods of March 1997 Bangladesh should have received
35,000 cusecs of water, but actually received only 21,000; while in the final
11 days of that month, Bangladesh should have received 29,688 cusecs of
water, but actually received between a maximum of 25,088 cusecs on 23 March
and a minimum of 6,457 cusecs on 27 March. Similarly, during the first ten
days of April 1997, while Bangladesh should have received 35,000 cusecs
under the accord, it actually received only 17,857. And although Bangladesh
did receive its due share, 24,559 cusecs, during the second ten-day period of
April 1997, during the last ten-day period of that month, it received only
27,695 of the 35,000 cusecs of water to which it was entitled.”

One leading water resource expert and a member of the Bangladesh-India
Joint River Commission, Ainun Nisat, has admitted that Bangladesh has not
been receiving the share of water it is due under the agreement.” Although the
data for the years 1998-2001 are not yet available, people alongside the river
Padma have reported frustrating experiences with regard to water flow.

Bangladeshi—Pakistani Dispute: Bangladesh formally appeared on the world
map on 16 December 1971. Immediately after the independence of Bangla-
desh, the issue of the repatriation of stranded Biharis placed a strain upon
Bangladeshi—-Pakistani relations. Originally, the Biharis were non-Bengali
Muslims of the Bihar province of India who migrated to East Pakistan fol-
lowing the partition of India in 1947. During the liberation war of Bangladesh,
the Urdu-speaking Biharis collaborated with the Pakistani army and played a
significant role in Pakistan’s defence, forming local militias that acted with
considerable savagery against Bengalis.”® Naturally, these people felt insecure
and unwanted in the post-independence period. Around one million non-
Bengali Biharis were stranded in Bangladesh. Following independence, they
were given an option to choose between citizenship of either Pakistan or
Bangladesh through the International Red Crescent Society (IRCS): of them,
half a million opted for residence in Bangladesh; the rest requested repatria-
tion to Pakistan. In the first phase of the subsequent repatriation, about
170,000 Biharis moved to Pakistan in 1973."° After a few months, however, the
repatriation process came to a standstill owing to the financial constraints of
the IRCS. Since then, Pakistan has shown reluctance to accept further Biharis.
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However, following the military takeover in Bangladesh, repatriation of
Biharis was briefly resumed by air because of Pakistan’s friendly relations
with the post-1975 Zia government. Once again, though, it was later sus-
pended by Pakistan, but Bangladesh avoided raising the issue again at this
time in order to avoid disagreement with Pakistan.”

During the Ershad regime (1982-1990), Bangladesh took further diplomatic
steps to resolve the Bihari problem, but could make no headway. In 1992,
Prime Minister Begum Zia paid an official visit to Pakistan and made a
breakthrough in settling the problem. Pakistani Prime Minister Nawaz Sharif
agreed to repatriate all 238,000 stranded Biharis and gave assurances that the
repatriation of the first batch of 3,000 families would commence by December
1992; thereafter, the repatriation would take place in phases, as funds became
available. A token batch of 50 families was repatriated in January 1993, and
officials from the two countries discussed the matter further following Sheikh
Hasina’s election as prime minister in Bangladesh. Following the three
nations’ (i.e. Bangladesh, India and Pakistan) business summit in Dhaka in
January 1998, the government of Pakistan confirmed its willingness to take
back all 238,000 Biharis from Bangladesh. However, the military coup in
Pakistan in 1999 and the ousting of Nawaz Shaif’s government made further
repatriation uncertain.

Indo-Sri Lankan Dispute: The relationship between India and Sri Lanka is an-
other important area of concern in South Asia. A large nhumber of Indian
Tamils have long resided in Sri Lanka. These are concentrated mainly in the
Jaffna Peninsula of northern Sri Lanka. Since 1976, Tamils have been de-
manding an independent state in the Tamil-inhabited northern and eastern
parts of Sri Lanka. Their movement gained momentum gradually and has
been engaged in actual conflict with the Sri Lankan government since 1983. Sri
Lanka accused the Indian government, especially the state government of
Tamil Nadu, of providing training and supplying arms to Tamil terrorists in
its southern areas.”” This dangerous ethnic conflict has escalated since July
1983, with the Tamils engaging in serious armed conflict with the Sri Lankan
government. A strong Tamil armed group, the Liberation Tigers of Tamil
Ealm (LTTE), has been formed to oppose the Sri Lankan government.

The situation in Sri Lanka took a serious turn for the worse in 1986, follow-
ing military action taken by the Sri Lankan government in the Jaffna Penin-
sula, a strong Tamil base, which caused many civilian deaths. After this puni-
tive action by the Sri Lankan government, India intervened in Sri Lanka under
the mantle of providing humanitarian assistance. The Sri Lankan government
protested that this was a grave violation of Sri Lanka’s sovereignty. However,
finding no other way out, Sri Lankan President Jaywardhane reached an
agreement with India in July 1987, under which Sri Lanka conceded India’s
role in its internal affairs. The agreement assigned a role to India in the process
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of settling Sri Lanka’s ethnic conflict. In fact, in subclause 2.14 of the agree-
ment, the government of India obligated itself ‘to underwrite and guarantee
the resolutions and cooperate in the implementation of the proposals’ in the
following ways:” (i) Indian observers were to be present for the provincial
council elections in the north and east; (ii) Sri Lanka, with Indian help, would
rehabilitate disarmed Tamil militant youths and accommodate them in the
mainstreams of national life; (iii) ensuring the security and safety of all com-
munities in the northeast of the island was to be the joint responsibility of
India and Sri Lanka; (iv) in an interstate agreement, the Sri Lankan govern-
ment would give an undertaking to ensure free and fair elections in the coun-
try’s northeast province; (v) the monitoring of cessation of hostilities, due
from 31 July 1987, was to be carried out by a joint Indo-Sri Lankan observer
group; and (vi) to guarantee and enforce the cessation of hostilities, the presi-
dent of Sri Lanka could invite an Indian peacekeeping force. However, it was
argued that the agreement brought Sri Lanka under the security system of
India® and imposed the will of the Indian government in furtherance of its
own national and strategic interests.” Unfortunately, although the agreement
was signed to restore peace in Sri Lanka, it enhanced violence and failed to
achieve its stipulated objectives. Although India had favoured greater auton-
omy for the Sri Lankan Tamils under the agreement, the Tamil Tigers refused
to support it.” The agreement also proved counterproductive for India. The
LTTE assassinated Rajib Gandhi nearly four years later in order to avenge the
deaths caused by the Indian army in Jaffna and in the north and east of the is-
land.”

Indo-Nepali Dispute: Nepal, a landlocked Himalayan state, exists as a buffer
between India and China. It poses no military threat to India, but, in the name
of national security, India has successfully imposed several treaties upon Ne-
pal. There are several agreements between India and Nepal, but the two
agreements signed on 31 July 1950 — the Treaty of Commerce and Trade and
the Indo-Nepali Treaty of Friendship — are the most prominent.”” The trade
agreement was originally for ten years, to be renewed subsequently.

In 1960, Nepal turned towards China to counterbalance Indian pressure. In
response, China declared that it would side with Nepal in the event of a for-
eign attack on Nepal. Nepal also linked Kathmandu to Tibet via a highway
built with Chinese support.”® In 1975, Nepal proposed that it should be de-
clared a zone of peace. This was not endorsed by India, but China, Pakistan
and the USA supported the proposal. During the late 1980s, India asserted its
regional dominance by exercising its economic muscle on Nepal: India im-
posed a virtual trade blockade in April 1989 by closing 15 out of 17 transit
routes between the two countries. The Indian economic blockade, which se-
verely damaged Nepal’s economy, continued for 15 months and ended on
10 June 1990.” This had far-reaching political repercussions: pro-Chinese ele-
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ments in Nepal became frustrated at the lack of support from China during
the blockade, which seriously tarnished China’s image in Nepal. This also
contributed to the success of the democracy movement in the spring of 1990,
which eventually brought into power the pro-Indian Nepalese Congress and
put an end to the Panchayat system in Nepal. This was followed by the fram-
ing of a new constitution. As a result of these changes, the new Nepalese
Prime Minister G. P. Koirala, during his visit to India in December 1991,
signed two separate agreements on trade and transit, which provided several
new facilities for Nepalese export to India.” But the harsh reality is that all but
the Nepalese Congress are opposed to Indian influence in Nepal.

Apart from this, the Mahakali Treaty between Delhi and Kathmandu, con-
cluded in 1996 for the construction of a dam on the Mahakali river for flood
moderation, irrigation and electricity generation, also created mistrust and
suspicion between the two countries. The centrepiece of the Mahakali Treaty
was the decision to build a giant multi-purpose dam, over 200 metres high, at
Pancheswar. One end of the dam is to be in Nepal and the other in India, and
the cost of the project is to be shared by both countries. Under this project, hy-
droelectric power stations are to be set up on each bank of the river, one in
India and one in Nepal,” and the electricity generated will be sold to India, the
only buyer of surplus power in the region. However, fears have been ex-
pressed that Nepal will not be able to obtain a fair price from India for its
electricity exports. Critics say that India, as the sole buyer and because of its
dominant size and powerful diplomatic skills, would dominate in any nego-
tiations over power sales. It is further argued that thousands of hectares of
Nepali land would be inundated by the giant reservoirs for benefits that
would only help India.”* The treaty is also described as incomplete, because
nothing is clear about the price at which generated electricity will be bought
and sold or the principles by which such a price is to be fixed.*

India and Maldives: Maldives, a predominantly Muslim state, comprises a
group of islands located to the southwest of India and close to Diego Garcia,
the US military base in the Indian Ocean. In 1988, an abortive coup against
President Mamoon Abdul Gayoom was organized by Abdullah Luthufi, a
Maldivian businessman, with the help of 400 Sri Lankan Tamil guerrillas, who
attempted to overthrow President Gayoom in a surprise boat attack.” After
the coup, President Gayoom quickly sought help from the USA, the UK and
SAARC countries. India responded very promptly and sent 1,600 paratroopers
to Maldives, supported by three warships under India’s Southern Naval
Command.” Indian action in Maldives created suspicion among the South
Asian states. India’s quick response suggested that it wanted to arrive first in
order to forestall any regional or extraregional involvement. There were also
reports that the coup was engineered by India and was stage-managed.” It is
true that, through the Maldives operation, India established its regional
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supremacy and proved its capability to ensure the security and stability of
smaller South Asian countries.

India and Bhutan: Though Indo-Bhutanese relations are very harmonious,
Bhutan still seeks to pursue its own independent foreign policy and wants to
live with a distinctive political identity. Bhutan plans to review the bilateral
ties it signed with India in 1949-50. In 1949, India concluded a treaty with
Bhutan, which is called the treaty of perpetual peace and friendship. Under
this, Bhutan is bound to accept Indian advice.*® Bhutan is currently settling its
border issues with China and taking an independent stand on regional and
global issues. The talks between Bhutan and China, held in 1984 and 1985 in
Beijing and Thimpu respectively, were keenly observed by India because the
existence of a pro-Chinese lobby in Bhutan would not be in India’s interests.
This could be a potential source of irritation in Indo-Bhutanese relations.

Economic Crisis

South Asian Economic Dependence on Industrial States: The economies of all
South Asian states are virtually dependent on industrial countries for aid,
trade, finance and technology transfer. This is a major constraint to intra-
regional economic cooperation, which, as Table 1 shows, is weak in the region.
Moreover, as a peripheral region in the world economy, South Asia has be-
come a specialized zone for the production of raw materials rather than fin-
ished products. As a consequence, South Asian countries import consumer
products from the core nations, which has created a new form of dependency
between South Asia and the core nations for technology, equipment and in-
termediate goods.” Table 1 provides an overall picture of intraregional trade
among SAARC countries in relation to their trade with the whole world. It
shows that, in 1980, intraregional trade among SAARC countries was 3.19% of
their world trade; it was 2.49% in 1985; in 1990 it declined to 2.36%; it further
declined to 1.97% in 1995; and it rose to 2.42% in 1999.

Table 2 shows the intraregional imports and exports of SAARC countries in
relation to their total imports and exports. From 1980 to 1999, the intraregional
imports and exports of India and Pakistan remained very low. Although the
intraregional imports of Bangladesh, Maldives, Nepal and Sri Lanka im-
proved significantly during this period, their exports to the region declined
(with the exception of Maldives). It is interesting to note that India and
Pakistan, the two major economies of South Asia, have very little share in in-
traregional imports and exports.

The main reasons for the limited nature of intraregional trade are as follows:
First, most of the South Asian countries are primary producers, tend to export
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similar items and thus compete with each other. Second, the South Asian coun-
tries, with the exception of Sri Lanka, have high tariff and non-tariff barriers,
which are the most important constraining factors for the expansion of intrare-
gional trade. Third, the lack of adequate transport and information links among
the South Asian countries has posed serious problems for the expansion of in-
traregional trade. Finally, political differences and a lack of willingness to create
trade complementarities across the borders of South Asian countries have con-
tributed to the current low levels of intraregional trade."

Table 1. Intra-SAARC trade in relation to world trade

Year Intra-SAARC trade exports World trade of SAARC Share of intra-SAARC trade

and imports (US$ millions) countries, exports and in world trade (%)
imports (US$ millions)
1980 1,210.0 37,885.3 319
1985 1,088.7 43,759.5 249
1990 1,548.7 65,490.0 2.36
1995 2,073.0 105,234.01 197
1999 2,961.3 122,400.0 2.42

Sources: Direction of Trade Satistics Yearbook, 1985, 1992, 1996, and Direction of Trade Satistics Quarterly,
June 2000, International Monetary Fund, Washington, DC.

Table 2. Intraregional imports and exports of SAARC countries in relation to their total im-
ports and exports (%)

Country Intraregional imports Intraregional exports

1980 1985 1990 1995 1999 1980 1985 1990 1995 1999

Bangladesh 3.6 34 6.8 1766 2493 86 7.6 3.6 2.65 1.38

India 0.9 0.7 04 057 0.98 3.6 2.2 2.7 5.06 5.16
Maldives 23.3 9.1 114 1317 - 26.5 17.0 140  22.00 -
Nepal 47.9 34.1 117 1757 - 37.8 344 7.1 8.81 -
Pakistan 2.3 15 1.6 147 257 6.3 5.2 3.9 315 404
Sri Lanka 5.1 6.4 7.0 865  17.48 7.0 4.2 3.6 2.81 2.06

Note: Non-availability of dataisindicated by a dash. No data available for Bhutan.
Sources: Direction of Trade Satistics Yearbook, 1985, 1992, 1996, and Direction of Trade Satistics Quarterly,
June 2000, International Monetary Fund, Washington, DC.
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Security Crisis

The issue of security is a serious threat to the very prospects of SAARC. Basi-
cally, South Asian security is endangered by the Indo-Pakistani arms race and
the alarming defence expenditure of South Asian states.

Indo-Pakistani Arms Race: The very security of South Asia is threatened by hos-
tility between the two neighbours, India and Pakistan. Four bloody wars be-
tween the two countries have greatly contributed to the arms race between
them. In this region, India was the first country to explode a nuclear device, in
1974. More recently, in May 1998, both India and Pakistan conducted nuclear
tests.” India conducted its second and third nuclear tests on 11 May and 13
May 1998, while Pakistan successfully carried out its first and second nuclear
tests on 28 May and 30 May 1998. Moreover, India and Pakistan have threat-
ened each other that they would not hesitate to use nuclear bombs if neces-
sary. Both countries have also disclosed their capabilities to produce further
nuclear arms and deploy them rapidly. This arms-building competition, espe-
cially the nuclear arms race, poses a serious threat to the security of South
Asian countries, has unleashed a nuclear cold war in South Asia and has in-
creased the probability of nuclear war in the region,” since both India and
Pakistan have the means and possibly the motives to engage in nuclear con-
flict.” India claims that nuclear weapons are a political equalizer, the ultimate
bargaining chip which can be used to correct the asymmetry of the interna-
tional system.* Pakistan believes that nuclear weapons could theoretically of-
fer some measure of nuclear deterrence against Indian military threats.”

Defence Expenditure: The available data on defence expenditure in South
Asian countries show that, over the period 1990-99, the total spending of the
region rose from $11.58 billion in 1990 to 14.52 billion in 1999 (Table 3). In
1990, it was 1.4% of gross domestic product (GDP) in Bangladesh, 2.9% in
India, 0.8% in Nepal, 5.7% in Pakistan and 2.1% in Sri Lanka (1990), while in
1998 it was 1.6% of GDP in Bangladesh, 2.1% in India, 0.9% in Nepal, 4.2% in
Pakistan and 4.2% in Sri Lanka (Table 4). The most striking development in
world military research and development in 1995 was India’s decision to
double the share of its increasing defence budget devoted to military re-
search and development, which was $430 million in 1995 and will reach $1
billion annually by the year 2005.” The amount spent on defence in South
Asia in 1999 was $14.52 billion.”

Indian and Pakistani nuclear tests in 1998 have accelerated the rate of in-
crease in military expenditure in the region. The defence budget that India
adopted for the fiscal year 1999/2000, which amounted to 457 billion rupees
(%$6.3 billion), represents a real increase of around 6% over the previous year.
In addition, the armed conflict in Kashmir in 1999 generated requests for
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supplementary allocations. In addition to the original budget for 1999/2000,
an emergency grant of 6 billion rupees ($140 million) was adopted for ex-
traordinary procurement requirements because of this conflict. This brought
the increase over 1998799 to 10% in real terms.* Military expenditure in Paki-
stan has also increased. The defence budget adopted for 1999/2000 was for
142 billion rupees — an increase of 7% in real terms over the previous fiscal
year.” However, the huge military spending in South Asia is the main source

of economic hardship in the region, which hinders regional cooperation.

Table 3. Military expenditure in South Asia (in constant US$), 1990-99

Year Bangladesh India Nepal Pakistan Sri Lanka Total
1990 391 7,750 32.3 3,195 214 11,582.30
1991 426 7,249 315 3,426 293 11,425.50
1992 471 6,939 319 3,664 328 11,433.90
1993 491 7,832 36.1 3,659 351 12,369.10
1994 487 7,795 37.3 3,565 408 12,292.30
1995 474 8,004 374 3,624 687 12,826.40
1996 510 8,165 36.4 3,620 642 12,973.40
1997 565 8,935 38.1 3,324 569 13,431.10
1998 578 9,264 46.1 3,134 597 13,619.10
1999 593 10,174 48.3 3,229 478 14,522.30

Note: Figuresarein millions of US$, at constant 1995 prices and exchange rates.

Source: SPRI Yearbook 2000 (Stockholm: Oxford University Press, 2000), Table 5A.3, p. 273.

Table 4. Military expenditure as percentage of domestic product, 1990-98
Year Bangladesh India Nepal Pakistan Sri Lanka
1990 1.4 29 0.8 5.7 2.1
1991 15 2.6 0.7 5.8 2.8
1992 17 25 0.8 6.1 3.0
1993 17 24 0.8 5.7 31
1994 15 22 0.8 5.7 34
1995 15 21 0.8 5.2 5.3
1996 15 2.0 0.7 5.1 5.0
1997 1.6 2.2 0.8 4.6 4.2
1998 1.6 2.1 0.9 4.2 4.2

Source: Source: PRI Yearbook 2000 (Stockholm: Oxford University Press, 2000), Table 5A .4, p. 279.
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Concluding Observation

With the creation of SAARC, South Asia emerged as a regional entity in the
international political system. Of course, the bilateral hostilities prevailing
between the SAARC countries have been exacerbated by the nuclear tests of
both India and Pakistan, which created new areas of tension and dissension in
South Asia. Undoubtedly, SAARC has survived recurrent setbacks caused by
continued political differences among the member-states. However, for its
continued survival, SAARC will have to overcome this nuclear crisis as a cru-
cial regional institution. In this case, SAARC can initiate confidence-building
measures at the highest political levels. Although bilateral political issues are
excluded by the SAARC charter, the document could be amended for the
greater interests of the region. Aside from this, in order to reduce nuclear ten-
sion, both India and Pakistan should immediately sign the Comprehensive
Test Ban Treaty (CTBT). The two hostile neighbours could also sign a treaty
like the Intermediate-Range Nuclear Forces (INF) Treaty, which could be used
as a model for missile reduction in South Asia. At the economic level, intra-
regional trade in South Asia is quite insignificant, resulting in limited inter-
dependence among the South Asian countries. The creation of the South Asian
Preferential Trade Agreement (SAPTA) has generated new optimism about
SAARC as a promoter of regional economic cooperation. SAPTA has given
new momentum to intraregional trade and bilateral economic relations. The
recent approach to operationalizing SAPTA appears very promising: India has
agreed to offer tariff reductions on the import of 106 items from the South
Asian region; Pakistan has offered tariff reductions on 35 items; Sri Lanka on
31; Maldives on 17; Nepal on 14; Bangladesh on 12; and Bhutan on 7.% Still,
this is not enough for meaningful regional economic cooperation. At this
point, all South Asian countries should make sincere efforts to reduce the bar-
riers to intraregional trade under the framework of SAPTA. Of course, as the
region’s economic giant, India should take the lead in intensifying economic
interdependence among the SAARC countries, and the other member-states
should be similarly responsive.

In the final analysis, it is unrealistic to believe that any substantial growth or
regional cooperation is possible in South Asia without an easing of the politi-
cal tension that resulted from the nuclear tests of 1998. The postponement of
the 11th SAARC summit (which was scheduled to be held in Kathmandu in
November 1999) because of Indo-Pakistani tension confirmed this hypothesis.
Although inconclusive, the Agra Summit between India and Pakistan in July
2001 certainly brightened the prospects of regional cooperation. Experience
with South Asia indicates that, as long as the political hostilities remain unre-
solved, SAARC will have only a ‘stop and go’ pattern of growth,” which will
limit the growth of regional cooperation. It should be noticed that security
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comes through mutual sharing. South Asian states should have a regional
outlook with regard to security matters, and delegating political power to
SAARC may be the best way to develop such a regional outlook.
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