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I. Introduction

Efforts to achieve regional economic integration are not new. The post-World
War I era has witnessed the emergence and growing importance of regional eco-
nomic groupings in many different parts of the world to overcome obstacles to inter-
national trade and to isolate the region from the fluctuations of the world economy.
The process of regional economic cooperation was initiated by Western Europe in
the late 1940s with the formation of the European Coal and Steel Community and
subsequently to the Treaty of Rome in 1957 that established the European Economic
Community (EEC). The formation of the EEC encouraged some other countries
outside the EEC to form the European Free Trade Area (EFTA). The spectacular
success of the EEC in the immediate aftermath provided an added impetus to the
growing tide of regional integration. Accordingly, a large number of integration
schemes, ranging from bilateral or multilateral agreements to sub-regional or regional
cooperation, came into existence in different parts of the world.'

The late 1980s attracted increased interest in regionalism, even at a time when
the most ambitious round of multilateral trade negotiation (MTNs), the so-called
Uruguay Round, was under way with the goal of further liberalization of global trade
and extension of GATT disciplines into other areas such as trade in services and
trade-related investment measures and intellectual property rights.? The renewed
interest in regional integration has been attributed in part, to the increasingly cum-
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bersome nature of MTNs as well as the prospects for a successful conclusion of the
negotiations becoming uncertain.” One source of uncertainty was the pace of the
GATT negotiations. The Tokyo Round lasted for seven years (1973-1979), while the
Uruguay Round started in September 1986 and was scheduled for completion in
1990, but the impasse at the Brussels Ministerial Meeting in December 1990 led to
its extension for three years (The Uruguay Round was successfully completed in
December 1993). In contrast, the United States — Canada Free Trade Agreement
(FTA) was negotiated in less than one year. Furthermore, the GATT multilateral
negotions involved very diverse interests of a large number of participating countries
—a point that greatly complicated the agenda of MTNs. Yet another problem con-
cerned the GATT’s de facto consensus rule which countries used liberally to block
progress until their individual demands were met.*

The late 1980s and early 1990s, witessed the fever of regional trading arrange-
ments taking firm hold.* During 1986-87 the members of the ECC hatched their
plans for.a Single Market by 1992. During 1988-89 the United States agreed to and
implemented the Free Trade Agreement with Canada, thereby abandoning its forty
years of opposition to participation in preferential trade agreement.® During 1990-
92, a new customs union was agreed in the Eastern half of South America (consist-
ing Argentina, Brazil, Paraguay, Uruguay), commonly known as ‘MERCOSUR’.
The Andes countries (Bolivia, Colombia, Ecuador, Peru, Venezuela) agreed to form
a serious Free Trade Area; and the ASEAN countries (Indonesia, Malaysia, Philip-
pines, Singapore, Thailand) agreed in principle on an ASEAN Free Trade Area by
2006.

Most developing countries have viewed the growing interest in regional trade
arrangements among developed countries with concern. For them, such groupings
pose risks of trade and investment diversion towards member states of the trading
blocs, risks of intensified competition in major developed country markets for similar
products benefiting from preferential advantages; and risks of pre-emption of lim-
ited financial aid flows in favour of developing countries belonging to the same
integration system. Some have been questioned whether this trend 1s desirable, as
the best way to liberalize trade is on a most favoured-nation (MFN) basis (1.e. no
discrimination between trading partners) — which can be done unilaterally or in the
context of multilateral trade talks. Formation of regional trading arrangements should
not, therefore, be allowed to divert attention from MFN liberalization and the ulti-

3 de 1a Torre and Kelly (1992), and Patterson (1989).
4 See, Hufbauer and Schott (1985), and Schott (1989).

3 Braga and Yeats (1992) show that approximately 46 per eent of world trade is eurrently eonducted
under some form of regional trade arrangements while the affected share of world trade in manufac-
tures is approximately SO per cent.

6 Sec for example, Kahler (1994), and Panagariya (1995).
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mate goa!l of global free trade’” Thus, the successful conclusion of the Uruguay
Round Agreement was expected to reduce the attractiveness of regional approaches
and mitigate concerns about the implications of economic integration for the multi-
lateral system and third countries.?

Surprisingly, with the successful conclusion of the Uruguay Round and the es-
tablishment of the World Trade Orgamization (WTO), the interest in regionalism has
not waned. On the contrary, the integration process has been intensified in Europe,
North America and Asia. The most celebrated recent preferential trading arrange-
ment (PTA) is the North American Free Trade Area (NAFTA), signed by Canada
Mexico, and the United States in 1992 and enforced since January 1994. The full
integration of Austria, Finland and Sweden into the European Union (EU) in Janu-
ary 1995 and the strengthening of EU relations, with the Central and Eastern Euro-
pean countries in transition, are yet another development. New integration schemes
for the longer term also proliferated in all regions: Asian Pacific Economic Coopera-
tion (APEC) agreed to acheive free regional trade and investment by 2010 in the
case of developed country members and by 2020 for others; American countries
agreed to establish a Free Trade Area of the Americans (FTAA) comprising the
entire Western Hemisphere and to start implementation not later than the year 2005.
The EU has plans to enlarge its membership to include a number of Central and
Eastern European countries in transition and to open the association membership to
certain CIS countries and to negotiate association agreements with Mediterranean
countries, MERCOSUR and South Africa. Discussions have been revived regarding
the proposal of a Transatlantic Free Trade Area between EU and NAFTA as members.

At the same time integration among developing countries has gained new
momemtum. In Latin America, MERCOSUR and the Andean Group have rapidly
moved ahead with their programmes to liberalize mutual trade and establish cus-
toms unions. Furthermore, Brazil has thoughts of combining the two into a South
America Free Trade Area before bargaining with the North Americans on hemi-
sphere arrangements. In Asia, ASEAN has accelerated implementation of its Free
Trade Area scheduled to be completed by 2006, while South Asian Association of
Regionl Cooperation (SAARC) decided to reduce barriers to mutuzl trade in a first
group of 226 products in 1996. New integration initiative were taken by the East
Asian Economic Caucus (EAEC) and countries bordering on the Indian Ocean rim.
Several African integration grouping have been engaged in a major revision and
restructuring process.’ '

! Shiells (1995).
8 See for cxample, WTO Secretariat (1995), Bliss (1994), and Bhagwati (1993).
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Whether the proliferation of overlapping PTAs is a stepping stone to global free
trade consistent with the GATT principle or is a hinderance to non-discriminatory
multilateral trade liberalization is a contentious 1ssue on which experts continue to
differ [Srinivasan and Canonera (1995)]. Some are of the view that the formation of
regional blocs could facilitate future rounds of the GATT because a small number of
blocs could make future GATT negotiations more manageable [Panagariya (1995)].
Furthermore, it 1s a fact that recent regionalism involves attempts at deeper integra-
tion, going beyond what has been acheived in the Uruguay Round. The new region-
alism has shifted emphasis to liberalization of investment and labour markets,
strenghtening of technological and scientific cooperation, environment, common
competition policies, financial and monetary integration and harmonization of regu-
latory regimes. Others have argued that smaller countries would be the most hurt by
a drift toward regionalism that undermines the principle of MFN non discrimination
[de la Torre and Kelly (1992)].

Notwithstanding the difference of opinion, the fact is that the fever of regional-
ism has taken firm hold. The view that regional integration is complementary to the
multilateral process is widely held among GATT contracting parties [Sutherland
(1995)]. The process of the formation of trading blocs in different parts of the world
has already set into motion. These developments will have harmful effects on the
countries that are unfortunate enough to be left out of any important bloc. Even if
the bloc members leave their tariffs and other trade barriers unchanged vis-a-vis
outsiders (under Article XXIV of the GATT, they are prohibited from raising them),
there will nevertheless be some diversion of trade away from the non-members,
toward bloc members [Frankel and Wej (1995)]. Against the backdrop of these
developments what should be the response of a developing country like Pakistan.
Should Pakistan pursue the route of regionalism? If yes! at what Jevels? Pakistan is
a member of the SAARC and the ECO. Should SAARC and ECO be strengthened?
Should Pakistan look towards ASEAN or EU or NAFTA? Does the new regionalism
in Europe and Western Hemisphere pose a major threat to Pakistan in the long-run?

“This paper attempts to provide answers to these questions.

We begin in Section II by reviewing the major new developments in regional
trade blocs and their likely impact on Pakistan. Pakistan’s response to these chal-
Jlenges are discussed in Section III. The current state of intra-SAARC/ECO trade
relations are discussed in Section IV. Finally, Section V present conclusions.

II. Recent Developments in Regional Integration

Over the past few years major new developments have taken place in regional
integration schemes in various parts of the world, notably in Europe, North America
and Asia. In the three regions the respective regional blocs, namely, the EU, the
NAFTA and the ASEAN/APEC are of major concem to Pakistan. Almost 71 per
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cent of Pakistan’s exports of cotton and cotton related products are directed to-
wards the EU and North America. Simularly, 79 per cent of leather products and 74
per cent of Pakistan's exports of carpet and rugs go to the EU and North America.
Any development in these trading blocs 1s likely to affect Pakistan’s overall exports.
Therefore, recent developments in these three regional blocs are reviewed.

1) Major Developments in EU

Recent developments in EU integration, which are of interest to developing
countries in general and Pakistan in particular, include pnimarily the move to a Single
Market Programme, its geographical extenston to Austria, Finland and Sweden, the
intensification of its relations with Central European, Mediterranean and other
developing countries.

The EU’s single market became a reality in 1993. It has deepened economic

integration within the EU and continues to serve as a powerful stimulus to intra-EU
trade and economic growth. The harmonization of national trade measures has
simplified access of products from their countries to the whole EU market. However,
it also opened the door to trade diversion as barriers for goods and services provided
from within the EU. Furthermore, higher tariffs have been imposed on a few products
such as canned fish, bananas and motor vehicles. Greater tariff escalation in certain
industries such as leather, textile, tobacco, metals and electronic has placed third
country suppliers of higher-value products in these areas at a disadvantageous
position. :
Austria, Finland and Sweden joined the EU on February 1995. The enlarged EU
now consists of 15 members accounting for 5.6'per cent of world population, 40.6
per cent of world merchandise exports, and 39.4 per cent of world merchandise
imports. The three new member states adoped the Common Customs Tariff of the
Community, which led to modifications of MFN bound tariff rates. This gave rise to
requests by Canada, United States and other WTO members for negotiations of
compensation within WTO. Applied GSP rates for developing countries were raised
for products where GSP rates of three new member states were either zero or
lower than the new GSP rates of the EU. They also adopted the EU’s non-tariff
measures, including import quotas, VERs, and the EU’s anti-dumping measures.

In the textiles and clothing sector, patterns of restrictions varied widely between
the EU and the acceding countries. The former had a comprehensive system of
bilateral agreements covering the entire range of MFA products with numerous
quota restrictions, while the latter had applied restrictions in a highly selective man-
ner, with restraints mostly in the clothing sector. Moreover, the number of develop-
ing countries affected by export restraints arrangements is significantly higher in the
case of the EU than in the case of the three acceding countries. In the same vein,
the EU restraints major suppliers more extensively than the others. Consequently,
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the exporter {from developing countries will face a substantially larger area of re-
strictions in the new member countries due to the extension of the EU’s bilateral
agreements. Sweden, which had abolished MFA quotas in August 1991, had to re-
establish them for developing countries and economies in transition.

The new members applied all anti-dumping measures of the EU. Hence, the
access conditions have become more restrictive. Anti-dumping measures have been
considerably more important in EU trade policies than in the policies of any of the
three acceding countries. For instance, in 1993-94, exports to three new members
from developing countries were not affected by anti-dumping duties. Only anti-
dumping investigations were initiated by Austria and Sweden against two countries.
This is in striking contrast to the much greater use of anti-dumping measures (tripled
between 1991 and 1994) by the EU."°

The EU has signed the Europe Agreements with Bulgria, the Czech Republic,
Hungary, Poland, Romania and Slovakia which has already been enforced. The EU
has also concluded Europe Agreements with the Baltic States. These agreements
offer the future prospects of full membership." Negotiation with Slovenia is under
progress. Preliminary analysis by the UNCTAD Secretariat (1995) though suggests
that the aggregate effects of the Agreements on competition with developing countries
in EU markets might remain limited for some time to come, yet competition could
intensify for products like textiles, clothing and footwear, The liberalization of textiles
and clothing from MF A quotas has been substantially accelerated in favour of Europe
Agreements partners following the conclusion of the Uruguay Round, which will
intensify the preferential effects primarily vis-a-vis developing countries’ exporters
[(UNCTAD Secretariat (1995)].

The EU’s Mediterranean policy also takes a new direction under the EU-Medi-
terranean Partnership project. This project will involve the progressive establish-
ment of a vast free trade area over the longer term, comprising the EU, the Mediter-
ranean countries and eventually the Central and Eastemn European countries in tran-
sition. The EU has already begun the negotiations with Egypt, Morocco, and Tenisia
on the establishment of a free trade area [see, Parrenas (1995)]. The EU has also
agreed to implement the customs union agreement with Turkey and to open the
possibility of accession for:Cyprus and Malta. It already has a free trade arrange-
ment for industrial products with Israel [see, Parrenas (1995)]. The EU is further
expanding its network of free trade agreements beyond Europe and the Mediterra-
nean region. In December 1994, the EU and MERCOSUR agreed to conclude an

10 [n some cases, the EU negotiated a sctilement with regards 1o the imposition of countervailing
duties on imports from developing countries, as in the case of imports of Chilean apples and pears.
In 1994, the application of countervailing duties on imports of lemons from Argentina resulted in
a complete stop of Argentinean sales to the EU market [see, UNCTAD Secretariat (1995)].

2 Hungary, Poland, Romania and Slovakia have applied formaily for full membership. '
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interregional framework agreement on trade and economic cooperation as a first
step towards interregional association agreement [Parrenas (1995)]. The EU’s in-
terest in closer relations with MERCOSUR 1s a response to the creation of NAFTA
[UNCTAD Secretanat (1995)]. The EU further intends to negotiate similar free
trade agreements with Mexico and South Africa.

2) EU’s Implications for Pakistan

The EU’s market for Pakistan’s exports of textile and clothing and leather prod-
ucts is very critical. On average (1990-96), 22 per cent of textile and clothing (which
was slightly more than 13 per cent of total exports) and 60 per cent of leather
products (which were 5.5 per cent of total exports) were exported to the EU market
[see, Table 1]. Any development in the EU is bound to affect Pakistan,

Greater tanff escalation as a consequence of the Single Market Programme in
some industries such as leather and textile and clothing has placed Pakistan at a
disadvantageous position in the EU’s market. With the accession of three new mem-
bers to the EU, the patterns of restrictions in the textile and clothing are likely to
increase because of the extension of the EU’s bilateral agreement which is compre-
hensive and covers the enttre range of MFA products with numerous quota restric-
tions. Sweden, which had abolished MFA quotas had to re-establish them for devel-
oping countries. Liberalization of MFA quotas on textile and clothing imports from
the Central, Eastern and Southeastern European countries as part of the EU’s Eu-
rope Agreements with these countries have already accelerated after the Uruguay
Round. These countries are iikely to get preferential treatment viz-a-viz other devel-
oping countries. All these developments are likely to affect Pakistan’s exports of
textile and clothing and leather products to EU market.

3) Major Developments in NAFTA

NAFTA, which was signed by Canada, Mexico and the United States'? in 1992,
entered into force in January 1, 1994. Besides progressive liberalization of merchan-
dise trade among its member countries, the Agreement covered new areas that
include liberalization of trade in various services, investment policies (through the
granting of MFN and national treatment and the elimination of trade-related invest-
ment measures), government procurernent, strengthening intellectual property rights
protection and competition law, and elaboration of dispute settlement procedures.
Labour standard and environmental protection issues were also covered in side
agreements.

1 The three countries together accounts for 6.7 per cent of world population, 18.1 per eent of world
merchandise exports and 22 per cent of world merchandise imports.
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TABLE 1

Shares of Pakistan’s Major Exports
to the EU and North America

Total Exports Textiles & Clothing Leather
North North North

Years EU  America EU  America EU  America
199091 21019 746.5 8058 49713 128.1 519
(342) (122 (13.) (8.1 (53) (0.8

[24.1]  [14.9] [58.8] [9.3]

1991-92 2050.6 10206 908.5 635.7 305.2 88.2
(29.7)  (148) 3.1 (9.2) 44)  (13)

44]  [17.1] [51.7]  [14.9]

199293 21145 1104.4 1072.6 6543 536.1 116.8
(31.0)  (162) (157 (9.6) 79y (1.7

2821 [172]  [842] [183]

(993-94 22182 11504 10029 7204 309.1 K83
(326) (169) (14.7y  (10.7y 4.5) (1.3)

[26.0] [18.9] [49.21 4.1

199495 25497 14917 10742 10262 3442 777
(313)  (183) (13.2)  (12.6) 42y  (1.0)

228] [21.8] [53.1] [12.0]

1995-90 25702 148313 12089 10907 27587 55.9
(29.5)  (17.0) (139)  (12.5) (32 (06)

[23.8] [21.5] [44.1] [8.9]

Sowrce Pakostan’s Foreign Trade Key Indicafors, Ministry of Commerce, Government of Pakistan,
Apnil 1997,

Note:  Figures in parentheses are the shares (n total cxports.
Figures in square bracker are the shares in respective commodily.
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Asian developing countries’ concern about NAFTA centers on several issues.
The entry of Mexico, a developing country, producing goods similar to those being
exported by other developing countries to the US, presents the prospects of trade
diversion at the expense of many Asian countries. Trade diversion is likely to take
place in favour of Mexico in the areas of textile, clothing, footwear, automobile
parts, light trucks, and certain radio and electronic products. Furthermore, stringent
rules of origin are expected to contribute to trade diversion, especially in textiles,
clothing, automobile parts and certain electronic items. Moreover, the liberalization
of cross-border trucking by NAFTA will reduce transportation costs which will
favour Mexican over non-NAFTA products in the US market. NAFTA’s main im-
plications for other developing countries stem from the fact that Mexico will improve
its competitive position owing to its preferential advantages for these products.

The expansion of NAFTA has begun with negotiations over Chile’s member-
ship. At the same time, there are already proposals to start negotiating with other
countries and groupings in Latin America, Asia, and Europe for membership in the
free trade area. One such possibility, that is being considered, is the establishment of
-a Trans-Atlantic Free Trade Area (TAFTA) that would link NAFTA with the EU.
The inclusion of Chile in NAFTA will have limited implications for third countries, as
Chile’s exports to NAFTA amounted to $2.4 billion in 1994, while only 0.27 per cent
of its import came from NAFTA.

The important development, taking place is the move towards the Free Trade
Area of the Americas (FTAA). In December 1994, the US, Canada and 34 Latin
American countries agreed to establish the FTAA by the year 2005 that will not only
remove barriers to merchandise and services trade but also cover liberalization of
capital markets, investments and government procurement, strengthening protection
for intellectual property rights and enhancing competition policy. This free trade
area would develop out of linkages among existing regional groupings such asNAFTA,
the Andean Group, the Central Amernican Common Market (CACM), the Canibbean
Community (CARICOM) and MERCOSUR. The prospects for the achievement
of an FTAA have improved in the past several years. The inclusion of Mexico in
NAFTA and the eventual accession of Chile have started a trend of mixed
membership in regional trade arrangements. The liberalization of mutual trade within
the various Latin American groupings as well as trade and investment policy reforms
being undertaken unilaterally or as part of the Uruguay Round commitments by
individual countries, are expected to facilitate the acceptance of such a free trade
area.'’ '

The progress from NAFTA to FTAA will have important implications for third
countries. The preliminary estimates suggest that FTAA might divert 2.8 per cent of

'3 The common external tariffs of the Andean Group, CARICOM, CACM and MERCOSUR, covering
80 per cent of all products now range from 0-20 per cent [see, Parrenas (1995)].
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exports from affected third countries to the US by the year 2002; East Asia would
suffer a diversion of 2.6 per cent of projected exports (mainly textiles and apparel,
leather products and sports goods); South Asia around 2.8 per cent (mainly food
products, textiles and clothing) and Westemn Europe around 3.5 per cent (mainly
food products and textiles)."

4) NAFTA’s Implications for Pakistan

Any assessment of the impact of NAFTA on Pakistan’s exports must first
consider the relative importance of the North American market as a destination of
her exports. Around 17 per cent of Paksitan’s exports in 1995-96 went to the North
American market. Textiles and clothing are by far the dominant export items, ac-
counting for 44 per cent of total exports, destined for the North American market.
Leather is also a major item of exports to the North American market. Under the
NAFTA agreement the existing trade restrictions are to be removed against the
intra-regional trade of the US, Canada and Mexico but these will continue to be
applied to imports from third countries like Pakistan. This preferential removal of
trade barriers will cause Pakistan’s exports, particularly, textiles and clothing and
leather, to be diverted to Mexico.

Pakistan faces, on average, slightly less than 20 per cent tariff on textiles and
clothing and leather in the North American market. NAFTA has not only created
important preferential margin but the removal of MFA restrictions on Mexico’s
exports will further augment the effect of NAFTA’s tariff preferences [see Safadi
and Yeats (1993)]. However, Safadi and Yeats (1993) argue that Mexico’s ability to
displace third countries import in North America is limited by two factors. Firstly,
the import penetration ratios of Mexico in the areas of textiles and clothing are much
smaller than the countries of South Asia (0.22 against 0.65 in textiles and 0.45
against 1.50 in clothing). Secondly, a relatively large portion of the Mexican MFA
quota remained unfilled (the quota utilization rate of Mexico has been 77.7 per cent
as against 89.6 per cent for Pakistan during 1985-89) indicating important supply
constraints which will limit the ability of Mexico to displace third country exports.

Two things must be noted in this regard. Firstly, the import penetration ratios
reported by Safadi and Yeats (1993) are dated (i.e., of 1987-88). Secondly, the low
utilization of MFA quota does not necessarily reflect the supply constraints. Mis-
management of quota by the representatives of the textiles and clothing has also
beenan important factor for the low utilizationrate. All in all, the preferential removal
of trade barriers within NAFTA as well as the removal of MF A restriction on Mexico’s
exports are most likely to displace Pakistan’s exports of textiles and clothing and

14 Quoted in UNCTAD Secretariat (1995), p.10.
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leather in the North American market.' Furthermore, as it is well-known, the major
barriers in the US are non-tariff barriers and admuinistrative protection such as anti-
dumping duties. Canada and Mexico are to a larger extent exempt from such US
protection under the NAFTA | (this was the major attraction of the FTA). Thus,
concern about trade diversion from South Asia in general and Pakistan in particular,
1s very relevant [see, Frankel and Wei (1995)].

The effects of the FTAA on the exports of South Asian countries are also
significant. Anticipating the Miami Summit, Hufbauer ad Schoff in1994 made esti-
mates of the effects of the FTAA. They showed that South Asia would suffer trade
diversion of about US$ 3.2 billion by 2002, or 2.8 per cent of its projected exports to
the US market. Textiles and clothing would alone experience a trade diversion of
USS$1.2 billion.

5) Major Developments in ASEAN/APEC

The Association of South East Asian Nations (ASEAN) was formed in August
1967 with the initial purpose of developing a prosperous and peaceful community of
Southeast Asian Nations with a sense of regional identity.' Unfortunately, ASEAN
acheived-only modest progress in its goal toward substantive cooperation during its
first eight years.”” The Bali Summit of 1976 signaled the first landmark when the
ASEAN members created practical programmes affecting trade and security in the
region.' At the Bali Summit the ASEAN leaders adopted the Treaty of Amity and
Cooperation which proposed to strengthen economic cooperation and endorse new
approaches for economic development and joint assistance. The Bali Summit estab-
lished the structural foundation and plans for the economic policies and projects that
governed ASEAN until the recent watershed at the 1992 Singapore Summit. .

ASEAN initially exhibited concern about the 1989 US-Canada Free Trade Agree-
ment, wary that it might exclude ASEAN from an evolving North American trade
zone. This anxiety increased when discussion of a trade pact expanded to include
Mexico. ASEAN began to fear the possibility of being forced into reliance on an
Asian regional trading block if free trade within the EU and NAFTA limited ASEAN’s
access to European and North American markets. Consequently, leaders of ASEAN

' Safadi and Yeats (1993) estimate a trade diversion of about 0.8 per cent of Pakistan’s tota) exports
to the US. The most affected products were textiles and clothing, and leather products.

16 The member states of the ASEAN include: Indonesia, Malaysia, Philippines, Singapore, Thailand
and Brunei Darussalam.

17 ASEAN remained essentially a political association with a few, relatively small programmes de-
signed to promote intra-ASEAN 1rade, joint ventures, and industrial specialization [see, Lawrence
(1994)) and Ariff (1994).

18 See, Hass (1994).
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countries perceived the need for stronger ASEAN ccoperation and in January 1992
signed a framework agreement to create the ASEAN Free Trade Area (AFTA) by
2007. The Common Effective Preferential Tariff (CEPT) was used as a principal
mechanism for establishing the AFTA. The three major objectives of the CEPT
scheme were focus on increasing intra-ASEAN trade through accelerated tariff
reductions, attracting foreign investment in ASEAN, and increasing the efficiency
and competitiveness of the manufacturing sectors.'® The provision of AFTA is the
reduction of intra-ASEAN tariffs on all manufactured goods to a maximum of 5 per
cent by January 1, 2008, thus integrating ASEAN’s domestic market.

The ASEAN countries also finalized the list of prodcuts facing rapid reduction
and elimination of their tariffs through the CEPT scheme. AFTA added a total 321
items to the original list of items scheduled for tariff reduction and deleted 516 items
from the temporary exclusion list. The CEPT scheme, implemented on January 1,
1994, proposed reductions under two programmes: fast-track with 15,201 items
scheduled for reduction, and normal track, covering 25,837 items.?

One major regional initiative in the As{an-Pacific region is the APEC (Asia
Pacific Economic Cooperation), an association which includes nations from Asia,
Australia, and North and South America. Formed in 1989, APEC aims to ensure
that regional blocs do not stifle trans-pacific trade and investment. APEC drew
sudden worldwide attention in November 1993, when the heads of state met in
Seattle, Washington for the APEC Summit. Until the Seattle conference critics had
regarded APEC as an insignificant “talking shop”, but the Summit attracted major
attention because it marked an unprecedented meeting of the membership trade
leaders. In November 1994 the 18 member States of APEC? adopted the long-
term goal of free and open trade and investment in the Asia-Pacific region,
Industrialized countries intend to achieve this goal by 2010 while developing countries
by 2020.

APEC members further decided to expand and accelerate trade and invest-
ment facilitation programmes by eliminating administrative and other impediments.
They also intensified cooperation on developing the human and natural resources
and technolgical and entrepenecuial capacities of the region. The APEC countries
have confirmed their full commitment to the multilateral trading system, to acceler-
ate the implementation of their Uruguay Round commitments, to continue the proc-
ess of unilateral trade and investment liberlization, and to work together with other

19 See, Kenevan and Winden (1993).

20 See, Ming (1993).

21 The members of the APEC are: Australia, Brunei, Canada, Chile, China, Hongkong,. Indonesia,

lapan, Malaysia, Mexico, New Zeatand, Papa New Guinea, Philippines, Korea, Singapore, Taiwan,
Thailand and United States.
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countries towards further multilateral liberalization. However, APEC’s intention 1s
not to create an inward-looking trade bloc. While APEC will reduce barriers among
regional economies, it also intends to reduce those between APEC and non-APEC
economies. It will devote particular attention to ensuring that non-APEC developing
countries also benefit from trade and investment liberalization, in conformity with
WTO provisions. In other word, APEC has accepted the principle of “open
regionalism”, which involves regional economic integration without discrimination
against economies outside the region” The current consensus in APEC favours
immediate-term actions on an MEN basis and several members also wish to grant
whatever liberalization they undertake as part of APEC unconditionally to the rest
of the world. However, the United States continues to advocate liberalization vis-a-
vis non-members on a reciprocal basis, steering APEC towards the direction of
more traditional free trade area or custom union, though remaining open to countries
willing to accept the rules of free and open trade and investment.

In 1994, APEC accounted for about 25 per cent of world GNP, 46.3 per cent of
world merchandise exports, and 47.5 per cent of world merchandise imports. Intra-
APEC trade accounted for about two-thirds of total exports of these countries.
Thus, APEC is by far the largest trading bloc in the World.

6) APEC’s Implications for Pakistan

Atthe present stage, 1t would be highly speculative to evaluate possible effects
of APEC on Pakistan. Essential features of the APEC programme and the way it
will operate are still to be defined. Nevertheless, some general remarks regarding
the impact of APEC on developing APEC and non-APEC members can be made.

APEC trade is dominated by developed country members like US, Canada and
Japan, which account for about 57 per cent of total regional trade. However, Asian
developing country members (the NIEs, ASEAN and China) are already important
players, currently contributing 36 per cent to total regional trade. For Asian develop-
ing countries, APEC is important for a variety of reasons. It offers possibilities for
ensuring and further expanding market access in the US and Japan - their major
export markets. It is also important in reducing the negative effects of NAFTA and
FTAA on Asian exports to the US. APEC is also important as a vehicle for promoting
multilateral trade liberalization within the framework of the WTO.

Non-APEC Asian developing countries including Pakistan face a more difficult
situation than the APEC members with regard to the formation and expansion of
large economic spaces in Europe and North America. On the one hand, the level of
trade among countries within this grouping is quite low at less than 3 per cent of total

1 For an extensive discussion on “open regionalism”, see Garnaut (1994).
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trade as of 1994.% On the other hand, their dependence on the EU and APEC is
high, with both groups taking up 78 per cent of their total exports in 1994 [see,
Parrenas (1995)]. .

These countries also face greater chalienges than the NIEs and ASEAN in
adjusting to greater competition for export markets as well as to the liberalization of
trade and investment policies. Compared to the NIEs and ASEAN, the economies
of non-APEC Asian developing countries including Pakistan are less outward-ori-
ented. Average export-to-GDP ratio of this group was only 12.3 per cent in 1992
(13 per cent for Pakistan in 1994-95) as compared to the 43 per cent average for the
NIEs, ASEAN and China. As a group they also account for a very small portion of
global FDI flows (less than 0.2 per cent for 1992), compared to larger portions for
East and Southeast Asian market economies.’

For these countries including Pakistan, a development of APEC that leads to a
closed free trade or custom union type of arrangement (which is less probable)
would entail losses due to trade and investment diversion in the APEC market in
favour of APEC member countries with similar economic structures. Based on
curtent export structures, trade and investment diversion in the {ood sector are
likely to occur in favour of ASEAN countries and in other manufactures in favour of
NIEs in the APEC market.

IT1. Policy Options for Pakistan

In the face of rising economic regionalism and emerging trading blocs what are
the policy options for Pakistan? As discussed in the preceding section, the large
economic spaces like EU, NAFTA and APEC are likely to have far reaching impli-
cations for developing countries which are not members of any of the three trading
blocs. The way the regional trading arrangements are proliferating, it appears that
the world trading system will be truncated into three large economic spaces (EU,
FTAA and APEC) by the year 2020. Even at the end of 1995 the world trading
system had been truncated into three economic spaces, i.e., the EU, NAFTA and
the APEC. Since the three members (Canada, US and Mexico) of the NAFTA are
also the members of the APEC, the world trading system has virtually been trun-
cated into two large economic spaces. As Table 2 shows, the three or two large
trading blocs consisting of 33 countries accounted for almost 87 per cent of world
exports and imports in 1995, The high concentration of economic power has left the
rest of the countries in the World to competé for their shares in the remaining 13 per
cent of world merchandise trade. Among the countries striving for the limited shares
in the world trade are the ones that belong to the SAARC (South Asian Association
for Regional Cooperation), Middle East and Africa regions. Middle Eastand Africa

23 The level of trade among South and Central Asian countries has been 3.5 per cent and 4.8 per cent
respectively of their total trade in 1994.
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TABLE 2

Shares of Various Regional Blocs in World Merchandise Trade '

(Per cent)
Exports ' Imports
Trading Blocs 1980 1990 1995 1980 1990 1995
World 1000 100.0  100.0 100.0  100.0  100.0
EU(15) . 372 446 404 410 47 371
NAFTA (3) 154 166 17.0 16.5 19.5 19.6
ASEAN (6) 35 42 6.1 31 4.6 6.6
APEC (18) - -~ 463 ~ - 496
EU + APEC - - 867 - - 86.7

Source: Annual Report 1996, Volume 2, World Trade Organization, Geneva.

mostly exporting oil, minerals and raw materials will not be greatly affected as all
these exports enter duty free in all the three trading blocs. African countries also
have preferential access to EU under LOME Convention for their manufactures.
The SAARC will be the worst affected region as its exports- profile has large
concentration of ‘sensitive products’ (textile and clothing, leather goods and fisheries)
ranging from 70 per cent (Bangladesh) to 23 per cent (India) and Pakistan taking a
middle ground (42 per cent). These sensitive products are subject to quantitative
restrictions as well as face tariffrates above 15 per cent. If Chinese and Thali textile
enter US and Japan {members of APEC) duty free in the 21st century, whereas
Pakistani textiles and clothing are subject to 15 to 20 per cent tariff, she will not be
able to compete in these markets. Similarly, if Turkish and Egyptian textiles and
clothing enter EU free of duty and quota it will be difficult for Pakistan and other
South Asian countries (Bangladesh and India) to export value added textile products
to the EU. To survive in a new emerging trading environment the left out developing
countries including Pakistan have limited policy options. Pakistan is fortunate enough
to lie on the theshold of two large and important regions ~ South and Central Asia,
and is a member of two corresponding regional groupings — SAARC and ECO. The
possible policy options for Pakistan are identified below:
1) The most important policy option for Pakistan and other South/Central Asian
countries is to speed up the process of domestic policy reform. Reforms must
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focus on policies that favour the flow of capital to the more competitive sectors
in the economy, lower the cost of goods and services to outward-oriented enter-
prises and lower the costs of doing business in terms of lower inflation and
interest rates and stable exchange rates. This means accelerating reforms in
trade and industrial policies along with macroeconomic policigs that promote
stability for providing a favourable environment for enterprises competing in the
global market as well as attracting foreign investors. Such reforms in policies
could help to cushion some of the longer term effects of large economic spaces
on the domestic economy.

Another important policy option for Pakistan and other South/Central Asian
countries 1s to strengthen their less effective regional associations — the SAARC
and ECO.% Strengthening of the SAARC and ECO may be a stepping stome
to future integration into the world economy. Currently the individual members
of these clubs have very little bargaining power vis-a-vis the largest trading
blocs (the EU, NAFTA and APEC). But a more unified and integrated SAARC
and ECO perhaps even with a common external tariff and speaking with a
common voice, would command more attention. The idea is that South/Central
Asian countries should use SAARC and ECO as leverage in order to be taken
more seriously in ASEAN or APEC and EU respectively, and use them as
leverage at the global level. To strengthen SAARC and ECO, the member
countries may take the following steps. Firstly, while unilateral liberalization by
each of the South/Central Asian Countries would yield substantial benefits to
each, from a political perspective in the regions it would be ideal to go for a
coordinated liberalization in all the South/Central Asian countries, with
liberalized access then being extended to the rest of the world on 2 MFN
principle.” Such coordinated liberalization will not only increase intra-regional
trade but will ward off political opposition to liberalization that may anse if one
country is liberalizing its economy faster than its neighbors, especially when its
imports from neighbors rise faster than its exports to them. Secondly, the SAARC
and ECO member states must remove all non-tanff barriers in their respective
countries to facilitate trade and investment in the region. Thirdly, trade and
investment in the region can only flourish if all member states provide transit
facilities to each other.¢ '

The members of the SAARC include: India, Pakistan, Bangladesh, Sri Lanka, Nepal, Maldives and
Bhutan and the members of the ECO include Pakistan, Iran, Turkey, Afghanistan and six Centra)
Asian Republics, namély: Azerbaijan, Kazakistan, Kyrgyzistan, Tajikistan, Turkmanistan, and
Uzbekistan.

23 This idea was proposed by Panagariya (1994) which is worth pursuing.

26

Khan and Mahmood (1993) have cstimated that if all the member states of SAARC cooperate with
each other by providing transjt facilitics, the net gain to intra-regional trade could reach to $1.1
" billion by year 2010.
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3)

4)

5)

6)

7)

If Pakistan and other South/Central Asian countries pursue their liberalization
policy in a coordinated and multilateral way then these countries may strive to
enter inlo association agreement (along the lines of LOME convention between
EU and some African countries) with one or two of the three large trading blocs
(EU, NAFTA and APEC). Turkey being the founder member of the ECO on
the one hand and in custom union agrgement with the EU on the other, can
serve as a bridge between the ECO and the EU. Such policy option will have
the added advantage of becoming easier to “lock-in” the liberalization in each of
the countries in that any reversal will jeopardize the association agreement
[Srinivasan and Canonero (1995)].

Another option for Pakistan and other South/Central Asian countries could be
to join a large grouping. Apart from uncertainties about the effective advantages
and risks involved, such a choice may notalways exist. The capacity and readiness
of an integration grouping to absorb new members may be limited for economic,
financial and institutional reasons. Furthermore, conditions of fairly strict
reciprocity presuppose that the applicant economy has already reached a high
level of international competitiveness and maturity of its productive structures in
order to be able to face intra-grouping competition and to forego a number of
development policy instruments. It should be mentioned that it may remain as
difficult to negotiate full liberalization of sensitive products in an association
agreement as in multilateral negotiations.

Simultaneous membership of several integration grouping broadens the devel-
opment options and minimizes the implications of multilateral liberalization and
disciplines. But it remains inferior to a multilateral approach, as developing coun-
tries and economies in transition need access to all major world economies and
cannot neglect any of the major systems. Furthermore, multiple membership
may raise issues of compatibility, giving rise to conflicts and constrains the country
t0 avoid discrimination between partmers of different groupings. The harmonization
can, in many cases, only be achieved through full liberalization and national
treatment. -

Another policy option to large integration systems is to encourage national
enterprises to invest or establish affiliates within such groupings from which
they can serve the whole region. This way they can avoid barriers, such as
common external tariffs, and at the same time benefit from the advantages ofa
large market with common standards, rules and regulations.

Pakistan and other South/Central Asian countries could design export promo-
tion strategies to assist their enterprises to diversity into new and dynamic mar-
kets which may provide an altemative option for the expansion of trade and
investment. For example, these countries could target more effectively the
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business opportunities offered by their own region. Targeting new trading

opportunities opened up by the Uruguay Round can also open alternative business
prospects.

8) Pakistan and other countries may consider exploring the possibilities of further
progress along the multilateral route. It may also seek to defend its rights in
WTO when access barriers increase as individual countries accede to integration
groupings. This will become more important as the membership of such groupings
expands. Furthermore, these countries may actively prepare for the scheduled
multilateral negotiations on the further liberalization of agriculture, services,
investments and other trade measures.

Among the eight policy options listed above the most prefered one for Pakistan
and other South/Central Asian Countries is to liberalize their economies unilaterally,
preferably in a coordinated and multilateral way, and strengthen their regional asso-
ciations— SAARC and ECO to raise their bargaining power vis-a-vis the three large
trading blocs. It is therefore, essential to review, the current state of trading
relationships in these two regions, which is the subject of the next section.

IV. Current State of Intra-SAARC/ECO Trade

Physical propinquity notwithstanding, the South/Central Asian regions present a
dismal picture of intra-regional trade. The mutual trade in the regions has been
stagnant overtime, its value being slightly less than 3 billion US dollars in the case of
the SAARC and less than 5 billion US dollars in the case of the ECO. The share of
intra-regional trade to the world trade of countries of the regions remained more or
less stagnant around 3.0 per cent during 1980-96 and 5 per cent during 1990-94. The
intra-regional trade continues to retain a marginal character in South/Central Asia.

1) Intra-SAARC Trade

SAARC, consisting of seven nations, was formed in 1985 with aims at acceler-
ating economic growth, social progress and cultural development in the region, pro-
moting active collaboration and mutual assistance in the economic, social, cultural,
technical and scientific fields and strengthening of cooperation among themselves in
international forums on matters of common interest.” These countries together
comprise 20 per cent of the World’s population, 3.5 per cent of total land area, and
account for only 2 per cent of the world GNP. Per capita income levels range from

27 Trade and economic cooperation were not included in the priority areas of the SAARC at the time
of its formation. Their importance was realized in the SAARC Summit meeting in 1987 and
planners of the member states were asked to explore possibilities of economic cooperation in the
region.
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a low of US$180 (Bhutan) to US$600 (Sri Lanka) with Maldives and Pakistan
taking the middle ground. India accounts for 76.3 per cent of the region’s population
and 72.9 per cent of its GDP. The Maldives is the smallest member, accounting for
0.02 per cent in population and 0.03 per cent in GDP (see, Appendix Table A1 for
relevant statistics). The major trading partners of these countries are located in the
developed industmial countries. It is significant to note that trade between the member
countries of the SAARC is quite low (Appendix Tables A2 and A3).

During its one decade of existence, this institution has made considerable progress
in forging regional cooperation in South Asia. Most prominent achievement has
been the signing of the SAARC Preferential Trading Agreement (SAPTA) in April
1993. The main objective of the' SAPTA is to expand trade and other economic
cooperation amongst the member states through reciprocal exchange of conces-
sions with a view to equitably benefiting all South Asian states. It envisages a gradual
liberalization of intra-regional trade through a step-by-step approach and extending
tariff concessions to each other. Effective from December 1995 SAPTA provided
for tariff reductions on a total of 226 items ranging from 10 per cent to 15 per cent.?
The SAPTA agreement is stated to be a step towards its conversion to SAARC
Free Trade Area (SAFTA). Given the current levels of intra-regional trade, the
reduction in tariff appears to be symbolic and is not going to have a significant
impact on regional trading.

The magnitude of intra-SAARC trade in relation to world trade of SAARC
countries is reported in Table 3. It can be seen from the table that mutual trade
(exports plus imports) of the SAARC member states has been stagnant during
1980-87 but gained considerable momemtun thereafter. Its value ranged from US$1.2
billion to US$2.9 billion during 1980-94. During the same period, the global trade of
these countries increased from US$37.9 billion to US$83.1 billion. Consequently, the
state of intra-SAARC trade to the global trade of these countries declined steadily
from 3.2 per cent in 1980 to 2.4 per cent in 1990 but improved considerably to 3.5
per cent by 1994. Trade policies pursued in these countries have tended to discourage
intra-regional trade on the one hand and encouraged trade with the developed
countries on the other %

In contrast with the strong expansion of intra-Asian trade that has taken place
in the last decade or so, the performance of intra-SAARC trade has been dismal.
Marwah and Klein (1995), using various statistical methods of economic
cohensiveness and trade linkages, have found a high degree of economic isolation of
India and Pakistan vis-a-vis the East Asian ‘Miracle’ countries. In a rapidly chang-
ing global trading environment the current state of intra-SAARC trade is discourag-

28 For a detailed discussion on the intra-SAARC trade and the SAPTA agreement, see Khan (1995).

29 . . X . : .
The details of intra regional exports and imports of the SAARC member states are reported in
Appendix Tables 4 and 5. respectively.
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TABLE 3

Intra-SAARC Trade in Relation to World Trade

Intra-SAARC Trade World Trade of SAARC Share of Intra-SAARC
Year (Export+Imports)  Countries (Export + Import) ~ Trade in World Trade of

(Million US$) (Million US$) SAARC Coutries (%)
1980 1201.0 37885.3 32
- 1981 1176.8 36616.2 32
1982 1015.3 398753 2.5
1983 969.0 40410.0 2.4
1984 1119.0 44055.1 2.5
1985 1088.7 43759.5 2.5
1986 1054,5 44041.8 24
1987 11459 49480.3 2.3
1988 1455.8 52313.2 2.8
1989 1404.0 562439 2.5
1990 1583.9 65489.9 24
1991 1907.1 69889.9 2.7
1992 2478.6 71162.8 35
1993 24440 71953.0 3.4
1994 29230 831100 35

Source.: Estimated from IMF Direction of Trade Statistics Yearbook 1995.

ing and if no special efforts are made to strengthen this organization in the line of
options listed in the preceding section, the South Asian countries will be completely
sidelined m the world trading system.

2) Intra-ECO Trade

Intra-ECO trade has been no different from Intra-SAARC trade, stagnating
between 2-5 per cent of their total trade during the last five years.® It can be seen
from Table 4 that intra-ECO trade remained stagnant around 2 per cent until 1992
but improved significantly to around 5 per cent by 1994 as a result of the inclusion of
six Central Asian states in the ECO.*

30 For a detailed discussion on intra-ECO trade, see Kemal (1995) and Khan (1995).

31

The details of intra-ECO exports and imports are reported in Appendix Tablc 7 and 8, respectively.
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TABLE 4

Intra-ECO Trade in Relation to World Trade

Intra-ECO Trade World Trade of ECO- Share of Intra-ECO

Year  (Export+Imports) Countries (Export+ Import) Trade in World Trade

Million US$ Million US$ of ECO Coutries (%)
1990 1963 85798 23
1991 1860 91218 20
1992 2415 101304 24
1993 4024 102132 39
1994 4944 102479 4.8

Source: Direction of Trade Statistics, Year Book 1995, IMF, Washington, D.C.

The ECO is new and an expanded version of the Regional Cooperation for
Development (RCD) with Iran, Pakistan and Turkey being the founder members.*2

The member states of the ECO signed the Preferential Trade Agreement in
1992 which provided for a 10 per cent import tariff reduction on specified commodi-
ties. [t was proposed to expand the list of concession (eligible commodities) and
mecrease the depth of tariff reductions to 25 per cent but no actions toward wider
and deeper reduction in tariff has been taken as yet. Since the preference has been
rather limited, it has made very little impact on the Intra-ECOQ trade.

V. Concluding Remarks

The interest inregional economic integration increased in the Eighties partly due
to the increasingly cumbersome nature of MTNs as well as the prospects for a
successful conclusion of the Uruguay Round Agreement was becoming uncertain.
[t was expected that the successful conclusion of the Uruguay Round Agreement
would reduce attractiveness of regional integration. However, on the contrary, the
regional trading blocs proliferated after the Agreement in many parts of the world,
most notably, in the EU, North America, and Asia. Whether the proliferation of

32 After the break-up of the Soviet Union the Muslim states of the Central Asian Republic joined hands
together with Iran, Pakistan and Turkey to form the ECO in 1992. Accounting {or 5.9 per cent of
world population and 1.6 per cent of world GDP, the ECO countries are also dissimilar in many aspects
(see Appendix Table A6, for relevant statistics). Whereas the population of Tajikistan and
Turkmanistan is only 3.9 and 5.8 million respectively, the population of Pakistan, Iran and Turkey
is 122.8 million, 64.2 million and 59.6 million respectively. Per capita income levels range from
US$430 (Pakistan) to US$2970 (Turkey) with Iran and Kazakistan taking the middle ground, (see,
Appendix Table AG).
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regional trading blocs is a first step towards global free trade consistent with the
GATT principle or 15 a hinderance to multilateral trade liberalization on the MFN
principle, 1s a contentious issue on which experts continue to differ. Some argue that
the formation of regional blocs could facilitate future rounds of the GATT negotia-
tion while others believe that smaller countries would be the most hurt by a drift
toward regionalism.

The process of the formation of trading blocs in different parts of the world has
already set into motion. These developments will have harmful effects on the countries
that are unfortunate enough to be left out of any important trading bloc. For example,
the recent developments in the EU and NAFTA are likely to effect Pakistan ad-
versely in may ways. Firstly, Pakistan is likely to face trade diversion, particularly, in
the areas of textile and clothing and leather products. Secondly, the access conditions
in these two markets have become more restrictive for Pakistan. Finally, the scope
of using non-tariff measures including import quotas, VERSs and the anti-dumping
measures have been increased in the EU and NAFTA.

The large economic spaces like the EU, NAFTA and APEC are likely to have
for reaching impacts on developing countries which are not the members of any of
these trading blocs. These three trading blocs consisting of 33 members accounted
for almost 87 per cent of the world trade in 1994. The further expansion of these
trading blocs by 2005 will enhance their market shares even further. To survive in a
new emerging trading environment, the left out countries including Pakistan have
limited options. Eight policy options for Pakistan and other South/Central Asian
countries have been listed. The most preferred one appears to be the following:
Pakistan and other South/Central Asian countries must liberalize their economies
unilaterally but preferably in a coordinated and multilateral way, and strengthen their
regional associations — the SAARC and the ECO to enhance their bargaining power
vis-a-vis the three large trading blocs (EU, NAFTA and APEC).

The current state of intra-SAARC and intra-ECO trade present a dismal pic-
ture. The mutual trade in the regions has been stagnant over time, ranging between
2 to 5 per cent of the total trade of the regions. Both regional associations have
signed preferential trade agreements which provide for tariff reduction on specified
commodities. Since the current level of intra-regional trade 1s low, these preferential
trade agreements have made very little impact on increasing intra-regional trade. If
the member states of these two regional organizations do not take special measures

_to strengthen their organizations in the light of various options listed above these two
regions (South and Central Asia) will be completely sidelined in the world trading
system.

Pakistan Institute of Development Economics
Islamabad
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Population and Gross Domestic Product in SAARC Countries

Population in mid 1993 GDP in 1993
Percentage share  In Percentage  Per Capita

In intheRegion’s  Million  share in the Income
Countries  Million Population US§  Region’sGDP  US$
Pakistan 122.8 10.4 46300 15.0 430
India 898.2 76.3 225431 72.9 300
Banglades 115.2 9.8 23977 7.8 220
Sri Lanka 17.9 L.5 9377 3.0 600
Nepal 20.8 1.8 3551 1.1 - 190
Maldives 102 0.02 102 0.03 492
Bhutan 1.5 0.14 238 0.07 180
Total 1176.6 30903
Source: World Development Report 1995.

TABLE A2

Major Export Markets of SAARC Member Countries: 1994

(Percentage)

Industrialized  Developing Asian SAARC Middle
Countries Countries Countries Countnes Countries  East
Bangladesh 81.4 17.7 9.6 22 34
Bhutan - - - - -
India 60.7 374 20.1 4.1 9.4
Maldives 60.4 39.6 39.6 25.0 -
Nepal 94.0 6.3 6.0 4.6 -
Pakistan 60.7 39.1 21.1 36 10.8
Sri Lanka 74.4 21.1 6.5 2.6 79

Source:  Directorate of Trade Statistics, Year Qook 1995, IMF, Washington, D.C.
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TABLE A3

Major Suppliers to SAARC Member Countries: 1994

(Percentage)
Industrialized . Developing Asian SAARC Middle
Countries Countries Countries Countries Countries  East
Banglades 284 56.4 50.1 12.7 34
Bhutan - - L - i
India 54,5 454 14.1 0.5 219
Maldives 14.4 83.8 76.1 17.6 6.3
Nepal 31.0 69.0 67.8 19.2 0.8
Pakistan . 502 49.8 22.8 1.5 209
Sri Lanka 399 47.7 39.8 9.2 4.0

Source: Directorate of Trade’ Statistics, Year Book 1995, IMF, Washington, D.C.
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TABLE A6
Population and Gross Domestic Product in ECO Countries
Population inmid 1993 GDP in 1993
Percentage share In Percentage  Per Capita

Countries In intheRegion’s Million  share in the Income

Million Population US$  Region’sGDP  US$
Afghanistan 18.0 55 - - -
Azerbaijan 74 2.3 499 1.3 730
Iran 64.2 19.7 107335 289 1672
Kazakistan 17.0 52 24728 6.6 1560
Kyrgyztan 4.6 14 . 3915 1.0 850
Pakistan 122.8 378 46360 12.5 430
Tajikistan 5.8 1.8 2520 0.7 470
Turkmanistan 3.9 1.2 5156 14 1322
Turkey 59.6 18.3 156413 42.1 2970
Uzbekistan 219 6.7 20425 5.5 970
Total 3252 371844

Source: Warld Development Report 1995,
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