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Foreword

The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic
Cooperation (BIMSTEC) is a regional organization comprising seven States of the
Bay of Bengal region namely, Bangladesh, Bhutan, India, Myanmar, Nepal, Sri
Lanka and Thailand.

The organization was established through the adoption of Bangkok Declaration
on 6 June 1997. According to the founding document of the organization,
BIMSTEC was created with the desire “to establish a firm foundation for common
action to promote sub-regional cooperation in the areas of trade, investment,
technological exchange and other interrelated areas in a spirit of equality and
partnership and thereby contribute towards peace, progress and prosperity in
theircommon region”.

H.E. Mr. M. Shahidul Islam  Over the years, BIMSTEC has also expanded its mandate to incorporate security
Secretary General issues alongside economic and social issues, a recognition to the fact that
BIMSTEC Secretariat economic development and social progress cannot happen without peace and
stability. In spite of the solid foundation of geographical contiguity and shared

history and cultural ties, the visibility of BIMSTEC has remained low.

Two recent developments have, however, generated renewed hope that BIMSTEC is poised to take off as a viable
regional grouping. First, BIMSTEC was able to establish its permanent Secretariat in Dhaka in 2014. Second, BIMSTEC
cooperation received new impetus from the Leaders' Retreat held in Goa, India on 16 October 2016, wherein the
BIMSTEC Leaders pledged to work collectively towards making BIMSTEC stronger, more effective, and result oriented.

As the BIMSTEC process enters the third decade of its existence, itis high time to take stock of BIMSTEC's achievements
and chart future course of the organization. At this crucial juncture, | am delighted to note that the World Trade Centre,
Mumbaiis publishing a Research Study titled 'BIMSTEC - A Vibrant Economic Bloc'.

Scholars and experts from the relevant fields have enriched the publication by contributing scholarly articles. In
addition, an in-house researched article to understand the scope for cooperation among BIMSTEC Member States in
the priority areas has augmented the reading and usability of the Research Study.

| believe the publication would be a valuable addition to the existing body of critical literature on the regional
cooperation and economic integration in the Bay of Bengal region. | hope that readers, especially researchers, senior
government officials, policy-makers and businessmen of BIMSTEC Member States and beyond will be immensely
benefitted from this book. From the BIMSTEC Secretariat's vantage point, the publication is expected to give
considerable visibility to the activities of the organization.
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Preface

The regional integration of BIMSTEC represents the aspiration of 1.65 billion people
or 22 per cent of the world population for shared economic and social progress.
BIMSTEC has some of the best biodiversity hotspots in the world and it boasts of
abundantnaturaland humanresources.

The huge population of BIMSTEC region is a major driver of economic growth in the
region as many countries have more than 50 per cent of their population in the
working age. Also, with many BIMSTEC countries (viz. Nepal, Bhutan, Bangladesh and
Myanmar) about to graduate from low income country status, the size of the middle
classwillincrease, thereby representing a growing consumer market.

Readymade garments of Bangladesh, tea of Sri Lanka, majestic mountains of Bhutan,

Mr. Kamal Morarka automobiles of Thailand, gems and jewellery of India and carpets of Nepal are
Chairman popular across the world.
MVIRDC World Trade
Centre Mumbai While countries such as India and Thailand have a well diversified economy, the

economies of Bhutan and Nepal are predominantly dependent on hydropower,

agriculture and tourism. The sectoral complementarities and distinct natural
resource endowment of every country offer huge scope for mutual collaboration. Even in sectors where more than one
member country share competitive advantage, such as textiles and garments, there is enormous scope for developing
strong regional value chain.

BIMSTEC has just completed its Fourth Summit in Kathmandu with a forward looking inspiring Kathmandu Declaration.
Member countries must assess the progress and milestones achieved in key areas and take actions for deeper
integration. This report is an attempt to review the key economic strengths and development priorities of member
countries and draw insights on the scope for collaboration at the policymaking, industry and grassroot levels.

At the industry level, micro, small and medium enterprises (MSMEs) and cottage industries are the major source of
livelihood and exports in these countries. We need to create awareness about the sectoral complementarities and
competitive advantage of BIMSTEC member countries among these MSMEs and cottage industries.

Intra-regional trade, investment and technology exchange among MSMEs and cottage industries will not only
strengthen regional integration but also promote inclusive growth. Therefore, BIMSTEC countries shall set-up a
networking platform to bring together MSMEs and rural industries in these countries so that they can explore
collaboration. Industry must also explore collaboration in the service sector as services such as finance, information
technology, construction and transport are key inputs for agriculture and manufacturing.

At the policymaking level, BIMSTEC countries have identified trade facilitation, transport connectivity and progress in
sustainable development indicators as key areas of partnership. The report highlights some of the industrial
development strategies of member countries and emphasizes the need for harnessing each others' strengths to attain
the common goal of promoting employment and exports.

The report also offers a glimpse of the sustainable development challenges such as eradicating poverty and combating
climate change, and scope for coordination to achieve the common goals of creating a hunger-free society and a safe
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habitat. While four countries are least developed countries, two are low middle income countries and one is an upper
middle income country. BIMSTEC offers an excellent platform for these countries, that are at diverse stages of
development, to share best practicesin developmentpolicies.

At the grassroot level, BIMSTEC cooperation must be promoted by creating forum of youth, farmers, artisans and
cultural industries. BIMSTEC countries can draw lessons from the Caribbean Farmers Network (CaFAN), ASEAN Women
Entrepreneurs Network, BRICS Youth Summit, among others, in this regard. Promoting grassroot level association will
enhance the depth and breadth of the integration, while also generating exchange of best practices to resolve
challenges faced by specific sections of the population.

As the BIMSTEC entered into its 21* year of establishment, challenges faced by this bloc have also multiplied, which calls
for innovative solutions. BIMSTEC countries have agreed to shoulder shared responsibilities. This report discusses the
ways ahead of BIMSTEC and a set of policy recommendations in order to bring new momentum in the integration
process.

The first part of this report packs up an objective overview of BIMSTEC cooperation with an in-depth data analysis that
identifies potential trade and investment opportunities among member countries. The second part of this report
presentsvaluable perspectives onvarious dimensions of cooperation from more than 14 experts.

I am confident that this report will serve as a useful guide for policymakers, diplomatic corps, industry, research
scholars and students.

Finally, I thank all the experts who have contributed to this report and in particular Dr. Prabir De, Professor, Research
and Information System for Developing Countries (RIS) for his guidance to our research team, contribution and also
editing of the report.
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Executive Summary

World Trade Centre Mumbai and All India Association of Industries (AlAl) jointly organised a Panel Discussion on
‘Unlocking BIMSTEC Potential: Trade, Investment and Connectivity’ at WTC Mumbai on September 5, 2018. H.E. Mr. M.
Shahidul Islam, Secretary General, BIMSTEC Secretariat graced the occasion and delivered the keynote address (the
entire keynote address has been carried in the following section). The event gained prominence as it immediately
follows the Fourth BIMSTEC Summit held in Nepal during August 30-31,2018.

The Panel Discussion was moderated by Dr. Prabir De, Professor, Research and Information System for Developing
Countries (RIS). Other speakers who shared their views at the panel discussion were Mr. Suresh Kumar, Chief Ship
Surveyor, Directorate General of Shipping, Ministry of Shipping, Government of India, Mr. Saugata Bhattacharya, Chief
Economist, Axis Bank, Mr. Pratim Ranjan Bose, Chief of Bureau, The Hindu Business Line (Kolkata) and Mr Sohail Jaria,
Member-Executive Committee, Indo Myanmar Chamber of Commerce and Industry.

Mr. Vijay Kalantri, Vice Chairman, World Trade Centre Mumbai and President, All India Association of Industries (AIAl)
delivered the welcome address for the event. He said, “Today, Intra-BIMSTEC trade is hardly USD 40 billion and there is
tremendous scope to enhance this.”

He stressed on the need for setting up a BIMSTEC Bank, on the lines of New Development Bank and Asian Infrastructure
Investment Bank (AlIB) to finance development projects in member countries. Also, the EXIM Banks of the BIMSTEC
countries mustintroduce creditlines to promote trade and investment, he added.

Mr. Kalantri further suggested that World Trade Centre Mumbai and All India Association of Industries (AIAl) must be
included in the BIMSTEC Business Forum to enhance commercial co-operation. “AlAl and WTC Mumbai are actively
promoting regional co-operation initiatives such as SAARC and India-ASEAN,” Mr. Kalantriinformed.

During the event, H.E. Mr. Islam released this research study along with other dignitaries. Capt. Somesh Batra, Vice
Chairman, World Trade Centre Mumbai shared a brief overview of this research study.

Book Release Photo: Dignitaries releasing the MVIRDC Research Study on ‘BIMSTEC - A Vibrant Economic Bloc’ before the panel discussion on ‘Unlocking

BIMSTEC Potential: Trade, Investment and Connectivity'. (From Left to Right): Ms. Rupa Naik, Senior Director, World Trade Centre Mumbai, Capt. Somesh
Batra, Vice Chairman, World Trade Centre Mumbai, H.E. Mr. M. Shahidul Islam, Secretary General, BIMSTEC Secretariat, Mr. Vijay Kalantri, Vice Chairman,
World Trade Centre Mumbai and President All India Association of Industries (AlAl), Dr. Prabir De, Professor, Research and Information System for

Developing Countries (RIS)
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Shri. Suresh Prabhu, Hon’ble Minister of Commerce & Industry and Civil Aviation, Government of India shared a
goodwill video message for this event. Shri. Prabhu said, “ am very happy to note that the BIMSTEC Panel Discussion is
happeningin Mumbai. BIMSTEC is a great opportunity for people who are living in the region to work together and trade
with rest of the world. India’s Prime Minister has recently attended the BIMSTEC Summit in Nepal. We feel that thisis a
huge market that can emerge for all the member countries in the region. This bloc will make sure that we share ideas
and bring new business opportunities for each other. Therefore, | wish all the best to the organisers of this event.”

The panel discussion generated insightful perspectives on multi-sectoral partnership among the BIMSTEC countries.
Some of the sectoral partnerships discussed at the session are coastal shipping agreements, collaboration in financial
services, motor vehicle agreement, air connectivity, early warning systems for climate risks and so on.

Representatives from trade and industry raised queries and exchanged valuable suggestions on strengthening
BIMSTEC regional cooperation during the question and answer session.

The event was attended by representatives from trade and industry, government departments, diplomatic corps,
academic and research institutions.
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Keynote Address by
H.E. Mr. M. Shahidul Islam, Secretary General, BIMSTEC Secretariat

Mr. Vijay Kalantri, Vice Chairman, MVIRDC World Trade Centre Mumbai &President, All
India Association of Industries (AlAl); Distinguished panellists; Business Leaders,
Ladies and gentlemen: Good afternoon.

. 01. It gives me a great pleasure to join you on the occasion of the release of Research
| Study entitled “BIMSTEC - A Vibrant Economic Bloc” undertaken by MVIRDC World
~ Trade Centre Mumbai. | commend the World Trade Centre Mumbai and All India
| Association of Industries for organizing this event just after the successful conclusion
|" ofthe 4th BIMSTEC Summitin Kathmandu, Nepal on 30-31 August.

i T

02. Promotion of trade, investment and connectivity are at the heart of BIMSTEC activities. The recently concluded 4th
BIMSTEC Summit called upon the Member States to move faster to realize these objectives.

Fourth BIMSTEC Summit on Trade, Investment and Connectivity

03. The Leaders at the Fourth BIMSTEC Summit reiterated the importance of trade and investment as one of the major
contributing factors for fostering economic and social development in the region. The BIMSTEC Leaders renewed their
commitmentto an early conclusion of BIMSTEC Free Trade Area (FTA) negotiations, and directed the BIMSTEC Trade and
Economic Ministerial Meeting (TEMM) and its subsidiary bodies including the Trade Negotiating Committee (TNC) to
expedite finalization of all related Agreements of the BIMSTEC FTA as early as possible. The Leaders also agreed to
revitalize the activities of BIMSTEC Business Forum and BIMSTEC Economic Forum to further strengthen
Government-Private sector cooperation for the promotion of trade and investment. The Leaders also tasked the Expert
Group on BIMSTEC Visa Matters to continue negotiation for finalization of the modalities for the BIMSTEC Visa
Facilitation. This is an acknowledgement by the Leaders that the seamless movement of the industry and business
leaders s vital for promoting trade and investmentin the region.

04. The BIMSTEC Leaders in the recently concluded Fourth BIMSTEC Summit reiterated their resolve to establish
seamless multi-modal transportation linkages and smooth, synchronized and simplified transit facilities through the
development, expansion and modernization of highways, railways, waterways, sea routes, airways in the region and
directed the authorities to speed up their efforts to conclude the BIMSTEC Coastal Shipping Agreement and the
BIMSTEC Motor Vehicle Agreement as early as possible taking into

account the special circumstances and needs of the Member States. The Leaders also note with satisfaction the
preparation of the draft BIMSTEC Master Plan on Transport Connectivity and called for its early adoption. Prime
Minister of India, HonOble Shri Narendra Modi during his speech in the Fourth BIMSTEC Summit aptly stated, and |
quote: “I believe that the biggest opportunity is connectivity- trade connectivity, economic connectivity, transport
connectivity, digital connectivity, people-to-people connectivity.” Unquote.

05. Inthis backdrop, it will be useful to recapitulate the progress we have made so far on promotion of trade, investment
and connectivity.

What BIMSTEC is doing to promote trade and investment ?

06. From the very beginning of the BIMSTEC process, the Member States have shown their keen interest to enhance
trade and investment within the region. The Framework Agreement on the BIMSTEC Free Trade Area was signed in

11
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Phuket, Thailand on 08 February 2004 and came into force on 30 June 2004. The Framework Agreement outlines the
following areas to be covered by the “Comprehensive Free Trade Area (FTA)":

i. Progressive elimination of tariffs and non-tariff barriersin substantially all trade in goods;

ii. Progressive liberalization of trade in services with substantial sectoral coverage;

iii. Establishing an open and competitive investment regime that facilitates and promotes investment within the
BIMSTECFTA,;

iv. Establishing effective trade and investment facilitating measures, including, but not limited to, simplification of
customs procedures and development of mutual recognition arrangements;

v. Establishing appropriate mechanisms forimplementation of the Agreement

07. Immediately after the conclusion of the Frame work Agreement on BIMSTEC FTA, Member States formed BIMSTEC
Trade Negotiating Committee (TNC) to finalize the drafts of a number of agreements related to BIMSTEC FTA. Currently,
they include six: i) Agreement on Trade in Goods ; ii) Agreement on Trade in Services; iii) Agreement on Investment; iv)
Agreement on Cooperation and Mutual Assistance in Customs Matters; v) Agreement on Rules of Origin and
Operational Certification Procedures; and vi) Agreement on Trade Facilitation. Since 2004, the BIMSTEC Trade
Negotiations Committee (TNC) has held 20 rounds of negotiations to finalize these agreements. At least three (3) FTA
related agreements namely, Agreement on Trade in Goods, Customs Cooperation Agreement, and Dispute Settlement
Mechanism are at the final stages of negotiation while other 3 agreements namely, Agreement on Trade in Services,
Investment Agreement and Trade Facilitation Agreement are under negotiation. That way, considerable progress has
been made to operationalize BIMSTEC FTA, and we are not too far from having a BIMSTEC Free Trade Area.

08. There appears to be a growing consensus among Member States that BIMSTEC should expedite finalization of FTA
related agreements that are ready to be signed while further negotiations may continue on others. It is heartening to
note that with India has recently provided new inputs on the issue of Product Specific Rules (PSR), which has paved the
way to resume negotiations on the Trade in Goods after it was stalled in 2015. Also, considerable progress has been
made to finalize the text of the Customs Cooperation Agreement. | am optimistic that we will be able to sign the
Agreement on Trade in Goods and Customs Cooperation Agreement within 2019. In the meanwhile, BIMSTEC should
begin discussion on Mutual Recognition Arrangement.

Seamless Connectivity

09. BIMSTEC Member States are aware that a well-established transport network is a prerequisite for reaping the
benefits of a free trade area, including the promotion of trade and investment, as well as progress in other areas of
cooperation such as tourism, people-to-people contact, and cultural exchange. For this reason, transport and
communications was included as one of the initial areas of cooperation of BIMSTEC.

10. The first major initiative in the transport sector was the BIMSTEC Transport Infrastructure and Logistics Study which
was completed by the Asian Development Bank (ADB) in 2007. In 2014, a follow-up Updating and Enhancement of the
BIMSTEC Transport Infrastructure and Logistics Study was commissioned to address the significant progress that had
been achieved throughout the transport environment since the original study was undertaken. The report had three
key outputs:

(i) a profile of the transport and logistics environment in the BIMSTEC region, focusing on both international
connectivity between the Member States and their access to their external markets;

(ii) recommendations on future BIMSTEC policies and strategies designed to enhance connectivity and promote intra-
BIMSTEC trade; and

12
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(iii) Identification of relevant ,hard0 and ,soft0 infrastructure projects that would enhance BIMSTEC connectivity and
trade.

11.The Study has identified 167 projects which will enhance the connectivity in the Bay of Bengal region at an estimated
costof USD 45-50 billion. Out of 167 projects, the Study has prioritized 66.

12. BIMSTEC is presently developing a BIMSTEC Transport Connectivity Master Plan with Technical Assistance of ADB
with a vision to promote seamless connectivity between and across BIMSTEC countries, through the use of different
transport modes, to achieve enhanced transport and trade linkages for faster and more inclusive growth. We have
already made significant progress and we intend to finalise the Master Plan in this calendar year. This Master Plan was
considered necessary since various other initiatives with overlapping domains have been initiated in the region. In
addition, many of the projectsin the BTILS had already been completed or are nearing completion.

13. The scope of the Master Plan includes both hard infrastructure, including physical roads, railways, ports, inland
waterways, and airports, and soft infrastructure. It includes capacity building, transport access agreements, and the
harmonization of rules, regulations, policies, and measures related to transport between and among BIMSTEC
countries with a view to facilitating the cross-border movement of BIMSTEC trade in support of the BIMSTEC Free Trade
Area.

14. BIMSTEC Member States are also finalising a BIMSTEC Coastal Shipping Agreement and a BIMSTEC Motor Vehicle
Agreement. We are expecting to commence the second round of discussion on both the draft Agreements soon.

15. Ladies and Gentlemen, time bound implementation of projects identified in the Master Plan with institutional
framework provided by the BIMSTEC Coastal Shipping Agreement and BIMSTEC Motor vehicle Agreement will
spearhead the regional integration that BIMSTEC envisages. These are expected to open up huge investment
opportunities. Private Sector may well gear up for taking the opportunity of investment and thus contributing to their
share in the BIMSTEC integration. With improved transport infrastructure and Motor Vehicle Agreement boosting
people to people to movement, we are sure new investment opportunities will be opened up in future in different
sectors.

16. It is also pertinent to note that the Fourth BIMSTEC Summit decided to establish a Working Group to deal with
information technology and communications related matters with a view to provide greater access, more affordable
and high-speed internet and mobile communications to the peoples of the region. In this regard, they welcomed the
offer of the Government of India to host a BIMSTEC Ministerial Conclave at the India Mobile Congress 2018 being held in
New Delhi from 25-27 October 2018 on the theme “New Digital Horizons: Connect, Create, Innovate”, and encouraged
allMember States to participateinit.

Concluding Remarks

17.In the backdrop of renewed emphasis on trade, investment and connectivity coming from the Leaders of BIMSTEC,
the subject matter of todayls discussion and its timing could not have been more appropriate. It is acknowledged that
while the Governments of the Member States can lay down the norms of trade, investment and infrastructure
development, the private sector has a huge role to play in achieving the intended objectives of BIMSTEC. | am grateful to
World Trade Centre and AlAIl for organizing this conference with huge representations from the industry, and for
inviting me to be a part of this event. The World is watching BIMSTEC more closely now than before. The people in the
region are looking upto BIMSTEC to deliver. BIMSTEC needs the support of industry, private sector, entrepreneurs,
bankers and all of you. Thankyou.

13
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Panel Discussion

Dr. Prabir De, Professor, Research and Information System for Developing
Countries (RIS), New Delhi

Bay of Bengal cooperation is the foundation for the bigger regional integration in Indo-
Pacific The Fourth BIMSTEC Summit held in Nepal on 30-31 August 2018 is a historic
event as it has laid out a forward looking declaration to revitalize this regional
cooperation. Akey outcome of this Summitis the decision to strengthen the BIMSTEC
Secretariatin order to make it capable of spearheading integration of a region which is
settoreach US$ 4trillionin economicsize.

This Panel Discussion is a timely initiative to review the scope for cooperation in this vibrant economic region and
generate actionable policy recommendations.

Mr. Suresh Kumar, Chief Ship Surveyor, Directorate General of Shipping, Ministry
of Shipping, Government of India

In any regional integration process connectivity is the most fundamental requirement
and Coastal shipping is the cheapest mode for international transportation of goods.
The very formation of BIMSTEC has a clear basis with the historical maritime
connectivity in the Bay of Bengal as a trade route amongst the littoral States. We are
now attempting to put in place a more formalized system of transport connectivity
through the seas amongstthe BIMSTEC Member States.

Being convinced that the development of connectivity in various forms is the key to promote regional integration, our
Leaders, in the recently concluded BIMSTEC summit in Kathmandu, have decided to speed up the efforts to conclude
the BIMSTEC Coastal Shipping Agreement, as early as possible.

Coastal shipping and maritime transport has vast potential to boost intra regional trade in BIMSTEC. The waterways
have been used as primary medium of trade and have provided the impetus for the growth of maritime enterprises for
densely populated littoral countries. Governments of the BIMSTEC countries have shown keen interest in extending
their mutual co-operation in the area of coastal shipping among the countries, as this would further boost the trade
between the countries and reduce transportation, trans-shipment and transaction costs of multilaterally traded goods.

India's trade with BIMSTEC countries has grown rapidly during the past few years. The opening up of the coastal route
among these countries is expected to provide an alternative route for the transportation of Exim cargo between these
countries.

Currently, there is significant cargo movement between sea ports of BIMSTEC countries by employing ocean going
vessels. In order to reduce the cost of shipping operation, a lower than IMO international rules and regulations, but
pragmatic standard of vessel known as Coastal Vessel Rules have been prescribed for coastal shipping. These vessels
have lower technical and manning standards compared to foreign going vessels and are more cost effective without
compromising on the safety of the vessel. The use of the Coastal Vessels would reduce the cost of transportation of
cargo betweenthe countries.

BIMSTEC countries after detailed deliberations will be signing an Agreementand a Standard Operating Procedure (SOP)

14
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to operationalize the coastal shipping. Coastal Shipping Agreement will enable a huge saving in logistic costs of EXIM
transport between the BIMSTEC countries. The SOP will be framed in consultation with all parties as per the terms and
conditions of the Agreement. The SOP will contain provisions which stipulate that all parties shall render same
treatment to the other country's vessels as it would have done to its national vessels used in international sea
transportation.

Some of the challenges which are to be surmounted by the member countries are:

a. There will be varying standards for coastal vessels from country to country and uniform minimum standards for
certification of such vessels will be necessary for seamless operation of such vessels under the agreement. India has
developed standards for coastal vessels operating within 20 miles from the coast. If this is adopted by all countries,
there will be clarity on the minimum standards required in respect of construction, safety equipment, marine
environment protection arrangement, safety manning crew accommodation arrangement, security, safety
management etc. Technical requirements prescribed under the Coastal vessel Notification is considerably lower than
that of the IMO Convention requirements and this will enable operation of such vessels between the ports of the parties
with reduced operating cost.

b. As per Indian regulations, all foreign vessels above 300 GT will require P&l insurance coverage by one of the IG group
of P&l insurers or an insurance company approved by the Govt of India. P&l insurance is required for covering the
cost/liability on account of any oil pollution incident, wreck removal, casualty or third party damages.

c. Coastal security issues on account of transport of hazardous and inflammable materials, piracy, carriage of armed
guards etcwill have to be suitably addressed.

d. The duty exemptions for bunker fuel available for a foreign vessels operating on the Indian coast should be extended
to Indian vessels as well.

Stronger maritime connectivity will spur global and regional value chains. A stronger maritime connectivity among
BIMSTEC countries will enhance connectivity among various economic corridors in this region. This would help not only
to achieve higher performance and efficiency of maritime services but also to increase the growth of trade and
investmentamong BIMSTEC countries.

Mr. Saugata Bhattacharya, Senior Vice President, Business and Economic
Research, Axis Bank

India’'s Prime Minister Narendra Modi has issued a clarion call to “increase
connectivity” as a key pillar of the theme of the 4th BIMSTEC Summit “Towards a
Peaceful, Prosperous and Sustainable Bay of Bengal Region”. BIMSTEC will emerge as
the key vehicle to effect India’s Act East policy, in close partnership with its South Asian
neighbours.

Transforming this ambitious vision into reality will require the integration of multiple
systems, processes, institutions and channels across the participating countries, to facilitate a seamless flow of trade
andinvestmentacross relevant borders.

One of the spanning sectors which is key to actuating the desired levels of integration and cooperation among the

collaborating countries is finance. Infrastructure to facilitate the movement of goods, people and vehicles across
borders will require massive investment. The role of carefully designed cross border public private partnerships to

15
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bring in project finance, and a viable credit guarantee mechanism, will be needed to bring in the funds for projects of
thisscale.

Trade in goods and services across BIMSTEC and onto other countries and regions will require cost effective access to
trade finance. Among other institutions, cooperation among Export Credit Agencies and Exim Banks of the member
countries will be a facilitator. E-Commerce platforms will help accelerate logistics integration across borders, which will
require mechanisms to finance SME trade across borders while managing exchange rate risks.

A central need for any successful regional grouping is coordination among financial sector regulators, given the
progressive increase in capital and banking sector flows. Central bank coordination is particularly important given rising

global financial markets volatility.

r"- Mr. Pratim Ranjan Bose, Chief of Bureau, The Hindu Business Line (Kolkata)

On August 31, national newspapers carried Prime Minister Modi's speech at BIMSTEC
summit in Kathmandu with prominence. The Hindu made it a page1 lead story. But
newspapers in Kolkata neglected the story. | didn't find it in top three Bengali dailies.
Telegraph carried only a photograph. Even the Kolkata edition of a national newspaper
didn'tcarryit.

What does this prove? First, India is a country with many countries within. Some of
these countries - which include as strategic a State like West Bengal, without which
BIMSTEC will be non-contiguous - are far detached from the national and international realities. Second, and this
important, before BIMSTEC pitches for international recognition and visibility it has to do a lot of legwork within.

With renewed thrust from the top leadership of member countries - especially from two largest economies of India and
Thailand - probably things will henceforth improve, as BBIN has now found a place in media narrative in Bengal.

Many expect BIMSTEC to quickly emerge as a trade block. Will it? | am not clear. Trump and Brexit took the wind out of
TTP and TTIP. RCEP has hit tariff roadblock. In India, NITI Ayog pointed out “exports to FTA countries have not
outperformed exports to the rest of the world.” Delhi is dilly-dallying comprehensive FTA with Thailand, the only
BIMSTEC country that has a positive trade balance with India. Protectionism returned. The same bug is working against
BIMSTEC FTA.

Having said so, the good news is Trade between BIMSTEC countries is rising. Over the last 4 years, India’s total exports
declined by 3.5%". But exports to BIMSTEC countries increased by 29.5%. Trade with BIMSTEC grew by 26%. In FY18
India-Thailand trade grew by 26%, higher than the average.

Over and above trade interests, there are strategic-economic common grounds between these nations, particularly
among India and Thailand, pertaining to China. India has woken up from hibernation and is investing heavily in
connectivity to Thailand through Myanmar, as well as to Nepal and Bangladesh. Connectivity to and in North East India
is also getting a major boost. Though most projects are taken up bilaterally, they should enhance connectivity in
BIMSTEC, opening new opportunities to landlocked NE, Nepal and Bhutan.

Improvement in road conditions and, the recent opening of VISA facility through India-Myanmar land border, opened
an array of opportunities. An Imphal-based entrepreneur was quick to launch package tours to Mandalay. Another local
business is planning to run charter air services to Mandalay. The gains are shared. Myanmar will get tourists and the
Imphal hospitals are getting medical tourists. India’s outbound tourists (5.4 million) are increasing by 25% a year but
Myanmar isyetto getashare of it.
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So where does BIMSTEC fit into the scheme of things? In many ways than one. That it's not merely a trade block, helps
the purpose. The optimal utilisation of Trilateral Highway and the success of the Dawei deep-sea portin Myanmar as a
low-cost alternative to reach Thailand and CLMV nations, avoiding the Strait of Malacca, depend on the seamless
movement of vehicles.

This is easier said than done. Thai truckers resisted such proposals in the past. And a similar agreement among BBIN
nations couldn'tbe implemented yet. Can BIMSTEC help end the deadlock?

Drugand arms smuggling, gold trafficking and huge informal trade are major stumbling blocks to optimise the scope of
formal economic engagements between BIMSTEC nations. Common anti-cold tablets are reaching from India to
Myanmar via informal route are returning as methamphetamine or ‘meth’ for the further journey to Bangladesh. We
need a multilateral mechanism to stop this.

Most or Many of the rivers coming down from Nepal and Bhutan are finally ending up in Bangladesh through India.
There isno common mechanism for flood control, resource sharing and utilisation like water transport.

In the days of climate change and erratic rainfall, these rivers often cause heavy damage in lower riparian areas. Flash
flood coming down from Meghalaya caused major loss of life and crop in Bangladesh in 2017. More investment in
granular observatories in the catchment areas of Bhutan, Nepal and North East and quick flow of information can
minimise damage. Third Pole reported how quick alert from China on an unprecedented rise in water flow in the
Brahmaputra helped minimise the flood impactin Assam, thisyear.

BIMSTEC doesn’t have the magic wand to solve all problems. But it can surely sensitise issues. Here are some
suggestions:

1) Indiais a vast country where States have a lot of constitutional authority. Involve key States like West Bengal, Bihar, UP
and North Eastern States in BIMSTEC programmes.

Bodh Gaya attracts lakhs of tourists from Buddhist nations. Bihar Must be responsible for their safety security, food and
hygiene.

West Bengal must not keep ablind eye to local hurdles to ensure smooth transit of cargo.
In North-East, culture and language change in every 20 km. And, policies often become prisoners of conflicts between
clansortribes. We need more sensitisation of the issue.

2) We deserve more intense air connectivity. While major BIMSTEC cities are connected, the same lacks for non-major
centres. Manipur and Mizoram are, for example, desperate for connectivity with Myanmar. Similar demand may arise
from other member countries and destinations.

Government of India has plans for increasing air connectivity to the neighbourhood. But it is yet to take off. Mapping of
traffic potential, infra gaps and devising a suitable framework may help attract private investments.

3) With reference to India, spread out BIMSTEC activities beyond Delhi and involve media and local chambers.

Involvement of chambers brings media coverage. If BIMSTEC has funds, consider offering some media fellowships to
create future equity.
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Mr Sohail Jaria, Member-Executive Committee, Indo Myanmar Chamber of
Commerce and Industry

Agriculture and small & medium enterprises (SMEs) are the major sources of
employment and livelihood in BIMSTEC countries. Therefore, the regional cooperation
must focus on strengthening partnership in this area.

For instance, there is tremendous scope to generate electricity from agro-waste.
BIMSTEC countries must develop political will to collaborate in projects such as waste-
to energy.

SMEs lack access to knowledge and market opportunities. We need to establish a network of SMEs through regional
chambers of commerce for exchange of marketintelligence and knowledge.

The manufacturing sector of small BIMSTEC economies is dominated by low-end technology, which affects the
efficiency of the value chain. Thus, large BIMSTEC countries must engage in capacity building in smaller member
countries and ensure transfer of knowledge and technology through proactive rather than reactive measures.

There is also huge scope for developing regional value chain across different agro and manufacturing sectors. For
instance, Myamar is a producer of gold, while India has a vibrant gems and jewellery industry. Thus, both the countries
can partnerin creating a sustainable value chainin this industry.

Many of the BIMSTEC countries belong to Least Developed Category (LDC) that suffer from poor infrastructure.
Therefore, BIMSTEC countries must also collaborate in sustainable development projects, especially on mitigation of
climate change.

BIMSTEC regional integration offers right platform for the private sector and policymakers to come together and
address common challenges facing the member countries.




SN BIMSTEC - A Vibrant Economic Bloc | —

Key Recommendations Made at the Panel Discussion

1. Coastal Shipping: Coastal shipping and maritime transport has vast potential to boost intra regional trade in
BIMSTEC. Leaders of the member countries, in the recently concluded Fourth BIMSTEC Summit in Kathmandu (August
2018), have decided to speed up the efforts to conclude the BIMSTEC Coastal Shipping Agreement, as early as possible.

India has developed standards for coastal vessels operating within 20 miles from the coast. If this is adopted by all
countries, there will be clarity on the minimum standards required in respect of construction, safety equipment, marine
environment protection arrangement, safety manning crew accommodation arrangement, security, safety
management etc. Secondly, the duty exemptions for bunker fuel available for a foreign vessels operating on the Indian
coastshould be extended to Indian vessels as well.

2. Motor Vehicle Agreement: India and other BIMSTEC countries are working on a Trilateral Highway to strengthen
road connectivity among the member countries. The member countries must sign a motor vehicle agreement (MVA) to
allow entry for vehicles from neighbouring countries. such an agreement will ensure optimal utilisation of the Trilateral
Highway and allow seamless movement of cargo vehicles across the borders of BIMSTEC countries. However, truck
unions in Thailand are resisting such an agreement on apprehension of it being a threat to their business. Leaders of
BIMSTEC countries mustresolve thisissue in the interest of the common good of the entire bloc.

3. Air Connectivity: BIMSTEC countries must strengthen air connectivity among their key cities to strengthen people to
people contacts. While major BIMSTEC cities are connected via air, the same lacks for non-major centres. Manipur and
Mizoram are, for example, desperate for connectivity with Myanmar. Similar demand may arise from other member
countries and destinations.

Government of India has plans for increasing air connectivity to the neighbourhood. But it is yet to take off. Mapping of
traffic potential, infrastructure gaps and devising a suitable framework may help attract private investments.

4. Granular Observatory: Many of the rivers coming down from Nepal and Bhutan are finally ending up in Bangladesh
through India. In the days of climate change and erratic rainfall, these rivers often cause heavy damage in lower riparian
areas.

Flash flood coming down from Meghalaya caused major loss of life and crop in Bangladesh in 2017. More investmentin
granular observatories in the catchment areas of Bhutan, Nepal and North East and quick flow of information can
minimise damage.

5. Cooperation in financial services: BIMSTEC countries must work together to create a common body to provide
creditguarantee or credit enhancement for financing infrastructure projects in the member countries. credit guarantee
or credit enhancement will improve the creditworthiness of project finance in BIMSTEC countries. This will reduce the
riskiness of financing infrastructure projects and hence attract private funding to these projects.

BIMSTEC countries can also collaborate in other areas of financial services such as trade finance, harmonization of
financial regulation and accounting standards. Central banks of the BIMSTEC countries can enter into currency swap
agreements to reduce their reliance on US dollars to settle bilateral trade. For instance, the central bank of Thailand can
agreeto provide the central bank of India with the Thai bhat in exchange for Indian rupee. The Indian central bank canin
turn provide this Thai currency to local companies that are importing goods and services from Thailand. this
arrangementwill promote intra-regional trade inlocal currencies.
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1. BIMSTEC Cooperation — An Overview

Regional economic cooperation can take various forms ranging from a simple preferential trade agreement to a
comprehensive free trade agreement to customs union to currency union and finally to full integration with a unitary
fiscal authority. According to World Trade Organisation (WTO), there are around 287 regional trade agreements (RTAs)
covering this entire range of regional cooperation.

The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) is one such regional
integration initiative that envisages economic, technological, cultural and socio-political collaboration among the seven
developing countriesin south and south-east Asia.

This regional integration initiative has the potential to transform the standard of living of more than 1.65 billion people
on this planet. The seven countries engaged in this regional integration effort are Bangladesh, Bhutan, India, Myanmar,
Thailand, Sri Lanka and Nepal. These countries together house more than 30 per cent of the world's undernourished
population. Also, many of these countries score poorly on other human developmentindicators such as maternal and
infant mortality rates.

Further, some of these countries (Nepal, Bhutan and Bangladesh) are prone to natural disasters such as frequent
floods, earthquakes, landslides etc. In order to overcome these challenges, there is a need for coordinated efforts
among policymakers, the corporate sector, civil society, and academic and research institutions of the BIMSTEC
countries.

Many of the BIMSTEC countries are also members of other regional cooperation fora such as Asia Pacific Trade
Agreement (APTA - initially signed in 1975), SAARC (formed in 1985) and ASEAN (1967). The distinguishing feature of
BIMSTEC from these fora is that the former has emphasized on mutual cooperation in sustainable development areas
to overcome their unique development challenges.

Some of the sustainable development areas identified by BIMSTEC for mutual cooperation are poverty alleviation,
climate change, environment and disaster management, public health, fisheries, technology, transport and
communication. These sustainable development sectors are part of the 14 focus areas of cooperation identified by
these countries. The other focus areas are trade and investment, energy, tourism, culture, people to people contact,
agriculture, counter-terrorism etc.

In order to ensure collective action and shared responsibility, every country in the BIMSTEC region has been made
responsible tolead cooperationin one or two focus areas (out of 14 priority areas). For instance, India leads cooperation
infour areasviz. (i) Tourism, (ii) Transport & communication, (iii) Environment & disaster management, and (iv) Counter-
terrorism and transnational crime. Myanmar leads coordination in energy and agriculture, while Thailand is in-charge
offisheries and people to people contact.

The genesis of this regional cooperation can be traced to the Bangkok Declaration signed by four countries viz.
Bangladesh, India, Sri Lanka and Thailand in July 1997. The launch of this cooperation initiative is a result of Thailand's
Look West policy and South Asia's Act East policy. Myanmar joined this group by the end of 1997.

By this time, all these countries had shifted their economic policy approach from the socialist, import substitution

model to a more open, market oriented economic model. India and Bangladesh, the most populous countries in this
region, launched wide ranging economic reformsin 1990s and some of these reforms are deregulation of interest rates,
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opening the economy for foreign investment, deregulating exchange rates, privatization of state-owned enterprises
and so on. In early 1980s, Thailand shed its import substitution policy to export promotion strategy and undertook a
series of reforms (including reforms in exchange rate, interest rate and taxation), which resulted in stable economic
growth and increase in foreign direct investment. Sri Lanka experimented with economic reforms much earlier around
1977 by shifting its policy stance from import substitution to export promotion. The country launched a series of trade
reforms, exchange rate rationalization and limiting state-control.

The adoption of liberalization and free market economic principles offered a conducive domestic economic policy
framework for the early BIMSTEC economies to launch this regional integration effort. In fact, trade and investment is
one of theinitial six sectors of BIMSTEC cooperation as identified at the 2nd Ministerial Meeting in 1998. Withouthaving
an open trade and investment policy, BIMSTEC countries cannot have any meaningful cooperation in this area. As the
BIMSTEC bloc accommodated more countries (Nepal and Bhutan) in 2004, the vistas of cooperation were subsequently
enlarged to include sustainable development areas. The 21 years of BIMSTEC cooperation has witnessed four Summit-
level meetings, 15 Ministerial Meetings and one BIMSTEC Leaders’ Retreat. At the Fourth BIMSTEC Summit held in Nepal
on August 30-31, 2018, leaders of the member countries affirmed their commitment to make the Bay of Bengal region
peaceful, prosperous and sustainable. A major outcome of this Summit is the decision to strengthen the institutional
foundation of BIMSTEC by drafting a Charter for BIMSTEC Secretariat. The proposed Charter will build on the 1997
Bangkok Declaration and articulate the long term vision and priorities for cooperation among the member countries.

Exhibit 1: Key Decisions Taken at Fourth BIMSTEC Summit

* Toprepare preliminary draft of the charter for BIMSTEC Secretariat

* ToestablishaBIMSTEC Permanent Working Committee

* Toexplore possibility of setting up BIMSTEC Development Fund (BDF)

* Toincrease number of directorsin BIMSTEC Secretariat to seven from the current number of three

* TosetupWorking Group to promote access of internet and mobile communication access to the
people of the region

* To explore the possibility to establish an Inter-governmental Expert Group to develop a plan of
actionfor collective response to climate change for the region;

* To task the Expert Group on BIMSTEC Visa Matters to continue negotiation for finalization of the
modalities for the BIMSTEC Visa Facilitation

* To explore possibility of establishing appropriate BIMSTEC forums for parliamentarians,
universities, academia, research institutes, cultural organizations and media community

* To establish an Inter-governmental Expert Group to develop an action plan for conservation of
mountain ecosystem

* ToestablishanInter-governmental Expert Group to develop an action plan on blue economy
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The Charter will also define the roles and responsibilities of different institutional structure and decision making
processes. Another major outcome of this Summit is the decision to set up a BIMSTEC Permanent Working Committee
to manage the administrative and financial matters of the Secretariat and other intra-regional bodies. The Committee
will also prepare schedule of meetings, prioritize and rationalize the Secretariat's activities. The outcome of the Fourth
BIMSTEC Summitis summarized in the following exhibit. The full declaration of this Summitis added in next part of this
report. Eradicating extreme poverty has been a key priority area for BIMSTEC countries and so far three Ministerial
Meetings have been held on Poverty Alleviation. Nepal, being the lead country in this sector, has spearheaded the
BIMSTEC Poverty Plan of Action (PPA), which will be aligned with national plans and programs.

In another area, the group countries have set up a task force to implement cross-border electricity and natural gas grid
for trading of these commodities. BIMSTEC countries are planning to set up an institutional mechanism for sharing of
advanced technologies in agriculture, food processing, herbal products, biotechnology, information and
communication technologies and other sectors. BIMSTEC countries are finalizing the Memorandum of Association
(MoA) for the proposed Technology Transfer Facility to be set up in SriLanka in this regard.

Strengthening transport and logistics infrastructure across BIMSTEC countries is a pre-requisite for facilitating intra-
regional movement of goods and people. The bloc has set up BIMSTEC Transport and Connectivity Working Group
(BTCWG) to promote multi-modal physical connectivity viz. air, rail, roads and waterways within the region. Among
other things, the working group is finalizing Motor Vehicle Agreement, Agreement on Coastal Shipping and BIMSTEC
Master Plan for Connectivity.

Major Connectivity Projects Involving BIMSTEC Countries

In 2002, India, Myanmar and Thailand decided to transform the existing India-Myanmar

India-Myanmar-Thailand  riendship Road into a 1400-km trilateral highway by extending this to Mae Sot in Thailand.

Trilateral Highway The highway is expected to be operational by 2020. In future, India plans to extend this
highway to Cambodia, Lao PDR, and Vietnam.

This project was jointly identified by Myanmar and India in 1990s and work started in 2010.
This is a multi-modal project to transport goods from India's eastern ports to North-Eastern
states via Myanmar, thus bypassing the narrow Chicken neck in Siliguri. The project includes
development of three transit routes viz. eastern ports of India to the Sittwe port in Myanmar,
Sittwe port to Paletwa (via inlandwaterways of Kaladan river) and from Paletwa to India-
Myanmar border through road. While the port and IWT componenets of this project have
been completed, the rest of project is expected to be completed by 2020, and there are
chances of delay in completion.

Compiled by MVIRDC World Trade Centre Mumbai

Considering immense potential for tourism in all the BIMSTEC countries, the bloc has developed BIMSTEC Network of
Tour Operators and it is also working on a common marketing strategy to promote their tourism industry.All said and
done, promoting cross-border trade and investment is the cornerstone of this regional integration process. BIMSTEC
countries are negotiating six constituent agreements and one protocol agreement, as part of the proposed free trade
agreement (FTA) of this bloc. These constituent agreements are on trade in goods, trade in services, mutual assistance
in customs matter, dispute settlement procedures, rules of origin etc. BIMSTEC countries have developed a well defined
institutional mechanism, with hierarchical bodies ranging from ministries to trade and industry to formulate the
proposed FTA. This institutional mechanism consists of (i) Trade and Economic Ministerial Meeting (TEMM); (ii) Senior
Trade and Economic Officials' Meeting (STEOM); (iii) Trade Negotiating Committee (TNC) and its Working Groups; (iv)
BIMSTEC Economic Forum; and (v) BIMSTEC Business Forum. Exhibit 1 presents current institutional structure of
BIMSTEC. Reaffirming its commitment to BIMSTEC cooperation, India invited the member countries for an Outreach
Summit alongside the eighth BRICS Summitin Goa in 2016. During the Outreach Summit, BIMSTEC countries not only
reaffirmed their commitmentto the Bangkok Declaration, but also expressed hope of developing strong ties with BRICS

countries (Brazil, Russia, China and South Africa). 23
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Exhibit 2: BIMSTEC Institutional Structure
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2. BIMSTEC Region: An Overview

Regionalintegrationis nolonger an option butan essential part of a national policy in this age of shared challenges such
as trade protectionism, terrorism, climate change and food security. All countries across the world have been facing
these challenges and searching for common solutions. In other words, regional integration is nothing but building
blocks for globalisation. BIMSTEC (Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation)
consistof Bangladesh, Bhutan, India, Myanmar, SriLanka, Thailand and Nepal.

This group represents around 23 per cent of the world population, 4 per cent of global GDP and 3.7 per cent of world
trade. BIMSTEC is a unique regional cooperation initiative in terms of geographical contiguity and access to ocean. Itis
endowed with abundant natural resources along with a strategic location.

Among seven member countries, five members of BIMSTEC are also members of SAARC, two are part of ASEAN and six
are part of SASEC. Therefore, BIMSTEC appears as a connector to multiple regional initiatives. Notwithstanding its cross-
regional structure, BIMSTEC has high economic potential, given the region's economic dynamism, huge markets and
rich natural resources. Itis a natural choice for strengthening India's footprints in the neighbourhood under the Act East
Policy (AEP).

BIMSTEC countries are strategically located in the Indian Ocean, which carries 80 per cent' of sea-borne trade in crude
oil. India, Bangladesh and Myanmar feature in the top 13 list of countries in availability of renewable water resources.
The economy of Nepalis richly endowed with agro-biodiversity and is famous for horticulture and plantation crops such
as ginger, tea, cardamom and turmeric.

Considering that 81 per cent of Nepal's workforce is engaged in agriculture activities, rest BIMSTEC countries must
partner with Nepal to strengthen the sustainability of agriculture and develop globally competitive value chain in this
sector. This will enhance the per capitaincome of the people and also generate livelihood in food processing industry in
the country. Nepal is the second smallest economy among BIMSTEC members (in terms of GDP size) and it is
economically one of the poorest countries in this region. Table 1 illustrates basic socio-economic indicators of BIMSTEC
countries.

Bhutan, the smallest country in BIMSTEC region, is endowed with rich non-wood forest produce as 72 per cent’ of the
land is covered with forest. The country has a sound track record in attaining sustainable development (through Gross
Happiness)and has reduced poverty by halfto 12 per cent from 23 per centin just over five years (from 2007-2012).

However, the World Bank has cautioned that the country is vulnerable to fall back into poverty, if appropriate policy
decisions are not taken up. Considering the potential of the forest economy in Bhutan, BIMSTEC countries can partner
with this country to develop sustainable value chain in medicinal plants, natural dyes, pine resin, lemon grass, besides
timber. This will generate sustainable livelihood opportunities and improve income levels of the population.

"http://www.shiptraffic.net/2001/04/indian-ocean-ship-traffic.ntml
*World Bank
*World Bank, Press Release September 17, 2014

25



Table 1: Basics of BIMSTEC Countries: 2017

SN BIMSTEC - A Vibrant Economic Bloc | —

Countries | Land Area (Million Sq. Km.)| Population (Million) | GDP Size (US$ Billion)* [Per Capita Income (US$)A
India 2.97 1324.17 2597.49 1939.61
Thailand 0.51 68.86 455.22 6593.81
Bangladesh 0.13 162.95 249.72 1516.51
Sri Lanka 0.06 21.20 87.17 4065.22
Myanmar 0.65 52.89 69.32 1298.88
Nepal 0.14 28.98 24.47 729.12
Bhutan 0.04 0.80 2.21 3110.23
Source: World Bank
*GDP (current US$); AGDP per capita (current US$)

Myanmar, the second largest country by geographical area in BIMSTEC region, elected its first civilian government in
contemporary period in November 2015 (after a prolonged period of military rule). Since then, the country has taken
several efforts to liberalise its economy, attract foreign investment, provide renewed thrust on special economic zones
and developinfrastructure.’

The national government offers various incentives for foreign and domestic investors under the Myanmar Investment
Law (MIL), 2016. The government also welcomes investment in the three special economic zones (SEZs), viz. Thilawa,
Kyaukpyu and Dawei. The Kyaukpyu SEZ is being developed by China's CITIC Corporation. Companies from BIMSTEC
countries must explore investment opportunities in these SEZs and benefit from market access to ASEAN, in which
Myanmar isa member.

BIMSTEC countries can also explore investment opportunities in Myanmar's agriculture and food processing sector.
The country is a leading exporter of beans and pulses, besides rice and maize. Among other sectors, Myanmar has
potential in textile and natural gas. Myanmar is said to be having 16 trillion® cubic feet of natural gas and the country
exports 80 per cent of its natural gas production.

Myanmar is a major producer and exporter of jade, which is a mineral used in ornaments (as gemstones), carving, table
tops and for making tiles. Myanmar is also a leading producer of teak wood and other species of hard wood, which are
widely used in the furniture industry. BIMSTEC countries can explore partnership with Myanmar Timber Enterprise
(MTE) to set up manufacturing facilities for wood-based value added products. MTE functions under the Ministry of
Natural Resources and Environmental Conservation, Government of Myanmar.

SriLankais the second richest country in terms of per capitaincome after Thailand in the BIMSTEC region. The economy
of Sri Lanka has been growing at an annual rate of 5.8 per cent since the end of civil war in the country in 2009. The
country has also registered sound progress in social indicators and its poverty headcountratio has fallen to 4.1 per cent
in2016 from 15.3 per centin 2006.°

“‘Refer, De, Prabir and Raychaudhuri, Ajitava (Eds.) (2017) Myanmar’s Integration with the World: Challenges and Policy Options,
Palgrave Macmillan, https://www.palgrave.com/in/book/9789811051333

°BP Statistical Review of World Energy June 2017

*World Bank
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As SriLanka aspiresto enhance its economic growth, the country stresses on investmentin infrastructure and industrial
zones. BIMSTEC countries can explore investment opportunities in a myriad of such industrial and export processing
zones and export their goods to countries with which Sri Lanka has signed free trade agreements or receives market
access benefits. Sri Lanka invites foreign investors in its upcoming Colombo International Financial City, the expansion
of Colombo Harbour and Port City project, which is being developed as a special economic zone (SEZ) with globally
competitive investment facilities. Besides running the Hambantota Port, China has been developing logistics and
industrial zones at Hambantota. Thailand's Rojana Industrial Park is developing a 400-acre export processing zone at
Kalutara districtin SriLanka.

Apart from eyeing investment opportunities, BIMSTEC countries can also leverage Sri Lanka's strategic location in the
Indian Ocean, which has the busiest sea lane in the world. Port of Colombo is a major transshipment hub for seaborne
cargoes originating from India. Until such time India develops its international transshipment capabilities, BIMSTEC
countries can use SriLanka's portsin Colombo, Hambantota and Trincomalee as logistics gateway in the Indian Ocean.

Bangladesh, the eighth most populous country in the world, is set to graduate from the Least Developed Country (LDC)
status to Developing Country very soon. The country is set to leave the LDC status as it is observed to be making
considerable progress in its per capita income, healthcare, education, infant mortality and resilience to economic
shocks.

The country has reduced poverty rate from 40 per cent in 1990 to 14 per cent today’. Highlighting its future economic
growth potential, world's leading financial institution Goldman Sachs included Bangladesh in the next 11 emerging
countries and JP Morgan features Bangladesh among its 'Frontier Five' emerging economies®. Textile and apparel
export account for 12 per cent of GDP and around 83 per cent of total export from Bangladesh. In order to strengthen
the manufacturing base and generate employment, the Government of Bangladesh has been encouraging private
sector to develop and operate economic zones with 100 per cent ownership under the Bangladesh Economic Zone Act
(BEZA),2010.

BIMSTEC countries can explore investment opportunities in economic zones in Bangladesh. Bangladesh is endowed
with considerable reserves of natural gas. The country also has growth potential in fisheries and agro-based industries,
ceramics, leather, light engineering (including consumer goods), etc.

The Sixth Five Year Plan (2011-2015) of Bangladesh presented detailed strategies for promoting sectors such as jute,
footwear and leather, light engineering, pharmaceuticals, agro-processing, shipbuilding, electronics, steel and
engineering, software and ICT products, home textiles, shipbuilding industries, toiletry products, chemicals, among
others. These are the potential areas of cooperation between Bangladesh and other BIMSTEC countries.

BIMSTEC's one of the key drivers is Thailand. The country posted economic growth of 3.9 per cent in 2017, its best
performance since 2012°. The economy is expected to grow 4.1 per cent in 2018. The country became an upper middle
income country in July 2011 when its per capita income touched US$ 4,210 (upper middle income countries are those
with per capita income between US$ 3,976 to US$ 12,275). Since 1986, the country has successfully reduced its poverty
rate from 67 per centto 7.2 per centin 2015. The country is one of the leading producers of gypsum and feldspar, which
is used in glass, ceramics and metal welding sectors. BIMSTEC countries can explore business opportunities in agro-

’United Nations Department of Economic and Social Affairs
*Md. Salim Ullah, Senior Assistant Secretary (Policy), Ministry of Industries, Bangladesh: Powerpoint presentation made at the 7" Global Economic Summit
2018 atthe World Trade Centre Mumbai

*World Bank
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processing and other manufacturing industries, energy and services sector as outlined in the Twelfth National
Economicand Social Development Plan (2017-2021) of Thailand.

The Government of Thailand is developing its three eastern provinces viz. Chonburi, Rayong, and Chachoengsao under
its ambitious Eastern Economic Corridor (EEC) project. The project envisages overall economic development in these
provinces with special focus on infrastructure, industrial clusters, innovation hubs, tourism and smart cities. BIMSTEC
countries can benefit by investing in this project.

BIMSTEC countries can also explore opportunities in Thailand's ambitious initiatives such as Digital Thailand and
Thailand 4.0. It may be noted that the EEC project is part of the broader vision of Thailand 4.0 initiative, which includes
development of several sectors from automotive, smart electronics to logistics, aviation and healthcare.

Also, BIMSTEC countries can partner with Thailand in trade and technology exchange in the field of bio-fuels. Thailand is
the third largest producer of bio-fuels (through its ethanol and biodiesel plants) in Asia, after China and Indonesia. "

The rejuvenated momentum of the BIMSTEC process at present is due mainly to the political direction it received at the
BRICS-BIMSTEC Outreach Summit in Goa in 2016, where substantial progress was made to energise BIMSTEC
integration. Several achievements have been witnessed since October 2016." First, BIMSTEC member states have
assigned the Asian Development Bank (ADB) to prepare a Master Plan for BIMSTEC Connectivity, which is almost ready.
Second, the BIMSTEC Coastal Shipping Agreementand BIMSTEC Motor Vehicle Agreement (MVA) are being negotiated.

Third, BIMSTEC countries have completed negotiations for the Memorandum of Understanding (MoU) on the
establishment of the BIMSTEC Grid Interconnection. Fourth, BIMSTEC Agreement on Mutual Assistance on Customs
Matters has been signed and is under ratification.

Fifth, considerable progress has been achieved in non-traditional security areas such as cooperation among national
security agencies, cooperation to check security threats such as smuggling, human trafficking, fake currency, drugs and
piracy, etc. Sixth, a Secretariat has been established at Dhaka along with few BIMSTEC Centresin the region.

What follows is that BIMSTEC's countries are at different levels of development with differentincome levels. It has three
developing countries (India, Sri Lanka and Thailand) and four LDCs (Bangladesh, Bhutan, Nepal and Myanmar). Given
such a structural variation, regional integration may generate high hope, particularly among LDCs and smaller
economies, provided we implement and monitor the integration programmes. Scope for regional cooperation is very
highin BIMSTEC.

The group has immense potential to grow into a major economic bloc, enhancing the standard of living of its people
through trade, investment, employment generation and infrastructure development.” The objective of this study is to
analyse key trends in trade and other economic cooperation among BIMSTEC countries. The study also attempts to
identify the potentials and the opportunities for cooperation among BIMSTEC countries and propose suitable policy
measuresin this regard.

"WTO Trade Policy Review 2016

""Refer, for example, De, Prabir (2018)“Jump start BIMSTEC: What we expect the fourth BIMSTEC summitto deliver”
https://blogs.economictimes.indiatimes.com/et-commentary/jump-start-bimstec-what-we-expect-the-fourth-bimstec-summit-to-deliver/

"?Refer, for example, De, Prabir (2018) Twenty Years of BIMSTEC: Promoting Regional Cooperation and Integration in the Bay of Bengal Region, Knowledge
World, New Delhi
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Economic Benefits from BIMSTEC Cooperation to Mlember Countries

Economic development in the seven north eastern states of India will get a boost on the back of
INDIA improved border infrastructure with Bangladesh and Myanmar. Connectivity infrastructure in the
BIMSTEC region offers gateway for Indian industry to the ASEAN market and beyond.

Nepal will benefit from exporting its hydroelectricty to the BIMSTEC countries. Nepal being a

NEPAL landlocked country will immensely benefit from the cross-border transport infrastructure that will
facilitate movement of goods from Nepal to the world and vice versa. Some of the sectors that may
benefit from BIMSTEC cooperation are floriculture and food processing.

Bhutan can benefit by enhancing its export of hydropower and limestone. The country can also take
advantage of transport connectivity in BIMSTEC to develop its floriculture, handmade paper and
food industries.

Sri Lanka will benefit by strengthening its trade linkage with BIMSTEC countries in sectors such as

SRI LANI{A rubber, phosphate, garments. The country can also attract investment in special economic zones
from BIMSTEC countries.

BIMSTEC offers an alternative bloc, besides ASEAN, for Thailand to collaborate with its neighbouring

THAILAND countries inits ambitious Thailand 4.0 Policy. Through this policy, Thailand aims to positionitselfas a
trading nation and one of Asia's Business Centre. Greater collaboration with BIMSTEC countries in

ICT, infrastructure and development SEZs can help Thailand achieve this objective.

Bangladesh can benefit by strengthening its physical connectivity with Myanmar and Thailand as the

BANGLADESH latter two countries are gateways to the ASEAN bloc. Besdies, Bangladesh may get marketaccess in

garments, processed food, etc. in Southeast Asia and rest of South Asia.

BIMSTEC bloc can be a key driver in Myanmar's transition to an open, market-based economy. Once

MYANMAR BIMSTEC countries sign free trade agreement, Myanmar can explore export opportunities in these
countries, thereby diversifying its export market from China and Thailand. China and Thailand

accountfor 52 per centof its total exports.

Compiled by MVIRDC World Trade Centre Mumbai
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3. Imperatives of BIMSTEC Cooperation for India

Realizing the significance of regional integration for economic and social development, India's former Prime Minister
Atal Bihari Vajpayee suggested for a common currency and a customs union, similar to the European Union in South
Asia. However, the progress in South Asian integration has not gone much beyond the SAFTA (South Asian Free Trade
Agreement).

Efforts toward further economic integration are being hindered by the hostility between two major member countries
in SAARC, namely, India and Pakistan. In this context, the emergence of BIMSTEC has offered an alternative and
promising regional initiative in South Asia.

Four reasons why BIMSTEC Cooperation should be a major priority for India's foreign policy

Aviable alternative to SAARC - BIMSTEC offers a promising alternative regional cooperation initiative to SAARC. A
sustained mutual cooperation based on trust will enable the member countries to attain their common goals of
eradicating poverty, addressing climate change, combating terrorism and promoting overall well being and
prosperity.

Development of North Eastern States: The Northeast region of India accounts for nearly 8 per cent per cent of
India's land mass, around 4 per cent per cent of the country's population and contributes 2.5 per cent per cent to
India's GDP. The region is endowed with rich mineral resources. It has hydropower potential estimated at nearly
50,000 MW, natural gas reserves of 190 BCM, coal reserves of more than 900 MT and oil reserves of at least 500 MT.
Further, italso has huge reserves of limestone, a key raw material in the production of cement, of around 5000 MT.

India's north eastern states can leverage their proximity to Nepal, Bhutan, Bangladesh and Myanmar to develop
greater trade and other economic partnership with these countries. Countries such as Nepal, Bhutan and Myanmar
share common challenges with India's north eastern states in terms of protecting biodiversity, securing livelihood of
tribal population, developing power and road infrastructure, among others. A coordinated policy approach between
India and these countries to address these challenges will be more effective than if these countries adopt policies
independently. Development of road and rail infrastructure between India's north eastern states and these
countries will open new vistas of trade opportunities.

BIMSTEC as gateway to ASEAN countries: India can use BIMSTEC as gateway to its trade and economic relations
with ASEAN countries. Myanmar is the only ASEAN country with which India shares its border. Development of road
and railway infrastructure between India and Myanmar can not only enhance bilateral trade, but also promote trade
with other neighbouring ASEAN countries such as Thailand, Vietnam, Cambodia and Lao PDR.

Forming a counterweight against China: From a geopolitical standpoint, a united BIMSTEC bloc is essential to
counter China's access to Bay of Bengal. China is having friendly relations with BIMSTEC member states such as
Thailand and Myanmar as these countries are strategically important for China. China is importing oil and gas from
Myanmar by setting up dedicated pipelines from Myanmar's port city of Kyaukpyu to its southwestern province of
Yunnan. The country is also investing in deep sea ports and other logistics projects in Myanmar so that it can import
goods from EU, Middle East and other countries through Myanmar rather than transporting all the way to Chinese
ports through Strait of Malacca and South China Sea. China is also eagerly expecting the development of the Kra
CanalinThailand, which will connect South China Sea to the Andaman Sea. Once constructed, this Canal can be used
by China to transportits cargoes, instead of depending on Strait of Malacca.
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4. Structure of BIMSTEC Economies

This section explores the key structural characteristics of BIMSTEC economies, the understanding of which will be
useful in analyzing the scope for collaboration among these economies. Based on the structural profile, some of the
BIMSTEC economies can be classified as agriculture-led economies, service-led economies and manufacturing-led
economies.

Nepal and Myanmar have the highest share of agriculture and allied activities in GDP (more than 25 per cent) among
BIMSTEC economies. On the other hand, Thailand has the highest share of manufacturing (27 per cent) among the
BIMSTEC economies.

The economy of Bhutan largely depends on hydropower and tourism for GDP growth and employment. In India, the
share of agriculture and manufacturing to GDP is almost 15 per cent each, while the share of services is more than 55
per cent.

Myanmar and Nepal

As can be seen from the Table 2, agriculture and allied activities account for around a quarter of the GDP of Nepal and
Myanmar. Agriculture and allied activities are also the major source of livelihood in these countries as they provide 71
per centper centtototalemploymentin Nepal and 49 per cent per centin Myanmar.

Among the agriculture and allied activities, fisheries is a major sector contributing 8.2 per cent to the GDP in Myanmar.
Myanmar has huge potential in aquaculture as the country is gifted with plenty of water bodies in the forms of rivers,
natural lakes, reservoirs and ponds, besides a long coastline.

Fishing is also an export-oriented sector in the country as it has shipped 121,000 tonne of fish (not including prawn and
other products)in 2017. The Government of Myanmar is preparing the National Aquaculture Development Plan (NADP)
to promote private investment, increase employmentand exports in this sector. This is an opportunity for rest BIMSTEC
countries to collaborate with Myanmar in all the stages of aquaculture value chain, right from modern technology for
fish harvesting and farming to post-farming cold-storage technologies.

Other export oriented products in the agriculture and allied activities of Myanmar are pulses, rice and maize. Forestry is
another significant contributor to exports, with major products such as timber, teak and hardwood. Therefore,
BIMSTEC countries can explore investment opportunities in the value chains of these sectors.

Similarly, Nepalis an agriculture dependent country as the sector contributes almost 25 per centto GDP and 71 per cent
to employment. In April 2018, India and Nepal decided to launch New Partnership in Agriculture with special focus on
agriculture research and development, education, training and scholarships, climate resilient farming, etc..

Other BIMSTEC countries can also collaborate with Nepal in the agriculture and allied activities to create sustainable
agri-value chains. A key priority for Nepal and other BIMSTEC countries is to make the agriculture sector climate-
resilient as many of these countries are prone to natural disasters and other environmental shocks. Considering the
predominance of agriculture in Nepal's economy, frequent drought, flooding and other climate risks can reduce the
country's GDP by 13 per centthan itwould otherwise have been.”

Phttp://www.fao.org/in-action/naps/news-events/detail/en/c/448894/
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In the forestry sector, many micro and small enterprises in Nepal are engaged in production of handmade papers,
essential oils, timber and non timber forest products. These enterprises can benefit from knowledge sharing and
technology support from BIMSTEC countries. Nepalese economy has a very tiny manufacturing sector which
contributes only 5.2 per cent to the national GDP, the lowest among all BIMSTEC countries. Although Nepal's service
sector accounts for 51.5 per cent of GDP, it contributes only 20 per cent to employment, unlike Sri Lanka, where the
sectoraccountsforalmost47 per centoftotal jobs in the organised sector.

Table 2: Structural Indicators of BIMSTEC Economies: 2017

Indicators Bangladesh [Bhutan [Myanmar (India Nepal |SriLanka |Thailand
Agriculture, forestry and fishing as % of GDP |13.4 15.2 26.2 15.5 27.0 7.7 8.7
Manufacturing as % of GDP 17.3 7.1 23.7 15.0 5.2 18.5 271
Services as % of GDP 53.5 39.3 42.2 48.9 51.5 55.8 56.3
Investment as % of GDP 30.5 47.2 33.0 285 33.8 26.4 23.2
Exports of Goods and Services as % of GDP 15.0 26.0 171 18.9 9.8 21.9 68.1
Imports of Goods and Services as % of GDP 20.3 48.0 22.0 21.8 42.0 29.1 53.5

FDI as % of investment 3.0 0.7 26.2 5.7 2.7 6.0 7.2

All data except FDI collected from World Bank's database. Data on FDI as % of investment is collected from UNCTAD.

Table 3: Sector-wise Contribution to Employment (%): 2017

BIMSTEC Countries |Agriculture* Industry® [Services

Bangladesh 39.1 211 39.8
Bhutan 56.8 9.7 335
India 42.7 23.8 335
Sri Lanka 26.7 25.7 47.7
Myanmar 49.9 16.6 33.5
Nepal 71.7 8.1 20.1
Thailand 32.8 22.6 44.6

* Agriculture includes: agriculture, hunting, forestry and fishing

A Industry includes manufacturing, mining, electricity, water, gas and
construction

Data pertains to 2017
Source: World Bank, ILO
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Bhutan

As with Nepal, Bhutan also has a tiny manufacturing sector whose contribution to the GDP is around 7 per cent. The
economy of Bhutan largely depends on electricity sector, especially the generation of hydropower as the country is
gifted with rivers flowing through mountainous terrain. Power generation and construction works related to power
sector cumulatively contribute 33 per centto Bhutan's GDP.

The sectoris also amajor source of fiscal revenue, accounting for 30 - 40 per cent of the government'sincome. Electricity
is also an export-oriented sector in Bhutan as the country supplies 70 per cent of its hydro power output to India
through cross-border transmission lines. India's Central Electricity Authority and Government of Bhutan are working on
key projects to tap the huge hydroelectric potential in the country.

According to a report by the Asian Development Bank (ADB), neighbouring countries in South Asia can benefit
immensely by collaborating with Bhutan in harnessing its hydropower potential. The report also mentions potential
scope for cooperation in other clean energy sectors such as wind, solar and biomass between Bhutan and other
neighbouring countries™.

Agriculture and allied activities contribute only 15 per cent to the GDP of Bhutan. However, it is a pre-dominant source
of livelihood for the masses as it accounts for almost 56 per cent of country's employment. Even as majority of the
labour force isemployed in agriculture, Bhutanis not self-sufficientin food.

Agriculture products and processed food account for 15 per cent of Bhutan's total imports. The country imports rice,
wheat, lentils, maize, potatoes, among others. Rice account for 18 per cent of the country's total food imports. The
country suffers from poor growth in agriculture production because of lack of irrigation facilities, limited use of high
quality seeds, fertilizers and modern equipments, small size of landholding by individual farmers and so on.

Also, majority of farmers are engaged in subsistence farming or farming for self-consumption, and, hence, there is
limited prevalence of large scale commercial farming. Further, given the mountainous terrain, transportation of inputs
and outputsis costly and time consumingin Bhutan.

Given the favourable climatic conditions, the country grows and exports cardamom, oranges, apple, potatoes and
other horticultural crops. The country also exports cheese, natural honey, ginger, turmeric and other products.
However, agriculture in Bhutan suffers from climate risks such as outburst of glacier lakes, unpredictable rainfall, flash
floods, windstorms, vulnerability to pests and disease attack, increasing incidences of forest fire, among other things.”

Government of Bhutan aims to transform the agriculture sector from subsistence farming to a productive and market-
oriented activity by developing viable value chain. Development of market-based agriculture systems call for investing
in road network, marketing infrastructure such as storage, refrigeration and packaging facilities, providing modern
farm inputs to cultivators, among others. The Indian Council of Agricultural Research (ICAR) and similar organizationsin
other BIMSTEC countries can partner with the Government of Bhutan in the latter's efforts to develop a lucrative farm
value chain.

Apart from hydropower and agriculture, tourism is a dominant sector in Bhutan, contributing more than 9 per cent to
the national GDP'®. The sector is also a major source of employment and foreign exchange reserves for the country.

“Asian Development Bank, Country Partnership Strategy: Bhutan, 2014-2018, Manila
*Climate-Smart Agriculture in Bhutan, World Bank

"®Review Report on Tourism Policy and Strategies, National Council of Bhutan, December 2016
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Bangladesh and SriLanka

In Bangladesh, the share of agriculture and allied sectors in GDP has fallen from around 20 per centin 2008-09 to 13 per
cent today. Nevertheless, agriculture and agro-processing is a priority sector of development in the country. India and
other BIMSTEC countries can explore trade and investment opportunities in agro-based sub-sectors such as rubber,
wooden furniture, jute, coconut coir, ayurveda products and value added frozen fish, among others.

In the manufacturing sector, textile and apparel is the major source of employment, exports and economic growth.
Textile and apparel segment accounts for 12 per cent of GDP and around 83 per cent of its total exports. India and other
BIMSTEC countries can explore participation in the textile value chain, especially in the intermediate and high end
segment of garments. Apart from textile and apparel, other manufacturing sectors where BIMSTEC countries can
explore trade and investment potential in Bangladesh are cosmetics and toiletries, electrical and electronic goods, light
engineering products, pharmaceuticals, footwear and leather goods, and plastic products.

The economy of Sri Lanka is largely led by the services sector as it contributes more than 55 per cent to its GDP, the
second highest after Thailand (56 per cent). Especially, hospitality and tourism is a flourishing service sector in the
country. Hotels and restaurants, which supports the tourism sector, attracted 19 per cent all of foreign direct
investment (FDI) in the country in 2016. With a share of 17 per cent, India is the largest source of tourists in Sri Lanka.
BIMSTEC countries can explore business opportunities in the tourism sector in Sri Lanka. Other areas of services where
BIMSTEC countries can partner with Bangladesh are banking and finance, telecommunications, logistics and supply
chain, etc.

Key exportitems of Sri Lanka are apparel, rubber, gemstones, tea, spices, marine products and cinnamon. Considering
that most of these products are related to agro-based industries, agriculture research institutions in India and other
BIMSTEC countries can work with Sri Lanka in increasing productivity and developing a sustainable value chain in these
sectors.

Thailand

Thailand has a well developed manufacturing sector, which contributes 27 per cent to its GDP - the third largest in the
world after China (29.3 per cent) and South Korea (27.6 per cent). In the manufacturing sector, food, beverages and
tobacco contribute 6.4 per cent to its GDP. Small and medium enterprises (SMEs) in India and other BIMSTEC countries
can learn best practices in food packaging technologies from Thailand. Other than food processing, Thailand has a well
developed and highly competitive automotive manufacturing sector. Production of motor vehicles and transport
equipments account for almost 3 per cent of its GDP. SMEs in the auto-componentindustry in India and other BIMSTEC
countries can work with their counterparts in Thailand for exchange of technological know-how, training of manpower
and other mutually beneficial collaborations.

Government of Thailand has announced Thailand 4.0, the most ambitious policy ever, to transform 10 focused
industries by promoting foreign direct investment and nurturing innovation. Some of these sectors are food,
agriculture and biotech, health and wellness, automotive, smart electronics, among others. This policy envisages
application of cutting-edge technologies such as robotics and internet of things in manufacturing, agriculture and
services industries. India, Sri Lanka and other BIMSTEC countries can benefit tremendously by partnering with Thailand
inthis transformative programme.
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5. Intra-BIMSTEC Merchandise Trade

Intra-BIMSTEC Trade

Grown at 14.16 per cent per annum, intra-regional merchandise trade in BIMSTEC has witnessed a sharp rise from only
US$ 3.92 billion in 2000 to US$ 32.63 billion in 2016 (Figure 1), and the intra-BIMSTEC trade share reached to almost 6
per cent in 2017. Volatility in intra-BIMSTEC trade share is remained high. Thus, in the last 17 years, improvement in
tradeintegration among BIMSTEC economies is notimpressive.

Figure 1: Intra BIMSTEC Trade Volume (in US$ Billion)

3500 - 32.63
30.00 -
25.00 -
20.00 -
15.00 -
10.00 -
5.00 -

0.00 . . .
2000 2005 2010 2016

CAGR
14.16%

3.92

Source: Calculated based on DOTS, IMF

Figure 2: Trends in Intra - BIMSTEC Trade
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It may be recalled that regional integration efforts at the government level started in 1997 when Bangladesh, India, Sri
Lanka and Thailand formed the BIST-EC (Bangladesh, India, Sri Lanka and Thailand Economic Cooperation) group.
Myanmar joined the group at the end of 1997, while Nepal and Bhutan joined in 2004. Even after so many years of the
formation of the BIMSTEC bloc, intra-regional trade has been hardly 5.97 per cent. This is despite the fact that many
BIMSTEC countries are party to various bilateral and plurilateral trade agreements.

For instance, most of the BIMSTEC countries, namely, India, Bhutan, Sri Lanka, Bangladesh and Nepal are members of
the South Asia Free Trade Agreement (came into effect in 2006). Similarly, India has signed a free trade agreement with
ASEAN (came into effect in 2010), of which Thailand and Myanmar are members. India, Sri Lanka and Bangladesh are
members of the Asia Pacific Trade Agreement (APTA) (amended agreement came into effect in 2006).

Also, India, Sri Lanka and Myanmar are members of the Global System of Trade Preferences among Developing
Countries (GSTP), whichis aframework agreement, established in 1989, among 43 developing countries for preferential
tariff reductions and other measures of cooperation. Besides, India has implemented bilateral FTA with Sri Lanka and
EHS with Thailand inthe past. And, India hasvery liberal trade agreements with Bhutan and Nepal.

Despite signing various trade agreements, the share of intra-regional trade in BIMSTEC countries has not improved
substantially because countries such as Bangladesh, Sri Lanka and India have preferential access to USA and EU
markets under the Generalised System of Preference (GSP), respectively. Therefore, USA and EU countries account for
around 40 per cent of export market for Sri Lanka and Bangladesh. USA is a major export destination even for India and
Thailand as the country accountsfor 15 per centand 11 per cent of their respective export markets.

The only sub-group of BIMSTEC countries that do not have USA and EU as their prime export markets are Nepal, Bhutan
and Myanmar. Nepal and Bhutan, the two landlocked countries, traditionally have India as its major trade partner. India
accounts for almost 56 per cent and 94 per cent of their respective export markets. Tables 4 and 5 illustrate top five
exportandimport partners of BIMSTEC countries, respectively.

In fact, the share of India in Nepal's total trade has grown from 29 per centin 1990-91 to 64 per centin 2017, largely led
by the progressive measures taken through the bilateral trade agreement signed in 1996. The India-Nepal Treaty of
Trade promotes, among others, access to each others' market for primary and manufacturing goods, incentivizing
exports from small scale industries in Nepal to India, designating 22 border points for conducting bilateral trade and so
on.

The treaty was further revised to upgrade the scope of the original agreement in 2009. Both the countries have been
working on enhancing their trade and investment relationship further by strengthening border trade infrastructure,
harmonisation and mutual recognition of regulatory standards, testing and certification norms.

Similarly, India is a traditional trade partner for Bhutan as well. Ferro alloys account for another 32 per cent of its exports
to India. As early as 1972, India signed the Trade and Transit Agreement with Bhutan to promote bilateral trade in local
currencies and also to allow the landlocked country to use Indian territory for export to other countries.

This agreement is being revised periodically and the last revised agreement came into force in July 2017. Bhutan's trade

with India accounts for 87 per cent of country's foreign trade. Electricity alone contributes 47 per cent to Bhutan's total
exportsto India (through cross-border transmission lines).
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Table 4: Top Five Export Partners
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Top five export partners (figures in paranthesis represent market share)
Bangladesh| Germany (15%), USA (14.5%), UK (8.8%), Spain (6.9%), France (6.8%)
India USA (15.6%), UAE (10.1%), Hong Kong (5.1%), China (4.2%), Singapore (3.9%)
Myanmar China (34.2%), Thailand (18.9%), Japan (8%), India (5.6%), Germany (4.8%)
Sri Lanka USA (24.9%), UK (8.9%), India (6.7%), Germany (4.7%), Italy (4.5%)
Thailand China (12.4%), USA (11.2%), Japan (9.4%), Hong Kong (5.2%), Vietnam (4.9%)
Nepal India (56.7%), USA (11.2%), Turkey (6.4%), Germany (3.9%), UK (3.4%)
Bhutan India (93.7%), Bangladesh (4.1%), EU 28 (0.9%), Japan (0.4%), Nepal (0.4%)
Source: ITC

Table 5: Top Five Import Partners

Top five import partners (figures in paranthesis represent market share)
Bangladesh| China (31%), India (15.1%), Singapore (6%), Japan (3.6%), Brazil (3.3%)
India China (16.2%), USA (5.4%), UAE (5.2%), Saudi Arabia (4.7%), Switzerland (4.6%)
Myanmar | China (40.3%), Thailand (19.2%), Singapore (11.3%), India (4.7), Malaysia (4.3%)
Sri Lanka India (21.1%), China (19.7%), UAE (7.3%), Singapore (6.1%), Japan (4.9%)
Thailand China (19.9%), Japan (14.4%), USA (6.7%), Malaysia (5.3%), Taiwan (3.6%)
Nepal India (65%), China (12.6%), UAE (1.7%), France (1.5%), Argentina (1.3%)
Bhutan India (78.8%), EU 28 (4.7%), South Korea (3.1%), China (2.5%), Japan (2.4%)
Source: ITC

Figure 3 : Key Trade Agreements of BIMSTEC Countries with Members and Non - members
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For Thailand, China is the major trade partner constituting 12 per cent of its export and 19 per cent of its import.
Between 2000 and 2010, China's share in Thailand's total trade grew from 4.72 per cent to 12.15 per cent and further to
16.11 per cent in 2016". Thailand's trade with China got boost from the ASEAN-China Free Trade Area (Goods) which
came into effectin 2005. Apart from China, other major trade partners of Thailand are USA, Japan, Hong Kong, Malaysia,
andVietnam. India does not figure in the top five export destinations and top five import sources of Thailand.

For Myanmar, China is the largest trade partner (accounting for 34 per cent of its export and 40 per cent of its import).
The country has developed strong trade relations with China because of its physical proximity. Myanmar shares 2204
km wide border with China, the largest border among all its neighbouring countries. Myanmar's border trade with
China takes place through areas such as Muse, Lwejel, Chinshwehaw, Kanpiketee and Keng Tung. While Myanmar
exports agro-commodities to China, the latter exports engineering goods and other manufacturing products to
Myanmar. India is the fourth largest export destination for Myanmar, with a share of 5.6 per cent, after China, Thailand
and Japan. India contributes 4.7 per cent to Myanmar's import, the fourth largest source of import after China, Thailand
and Singapore.

Contribution of Member Countries

As mentioned earlier, the share of intra-BIMSTEC trade in BIMSTEC's world trade stood at 5.97 per centin 2017. Of this,
India contributed 2.31 per cent, the largest share among all BIMSTEC countries. This is followed by 1.41 per cent by
Thailand, 0.68 per cent by Bangladesh, 0.53 per cent by Nepal and, 0.5 per cent by Myanmar, 0.44 per cent by Sri Lanka
and 0.1 per cent by Bhutan. The share of India in intra-BIMSTEC trade grew from 1.19 per cent 2000 to 2.31 per cent in
2017.The growth in the contribution of other member countries tointra-BIMSTEC trade can be seen from the Figure 4.

Figure 4: Contribution of Member Countries to BIMSTEC Intra - Regional Trade Share
in BIMSTEC's World Trade
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Major BIMSTEC Trade Partners™

Bhutan and Nepal, the two tiny economies in BIMSTEC region, have India as a dominant trade partner. As the Table 6
illustrates, BIMSTEC countries account for 89 per cent of foreign trade of Bhutan and 66 per cent of Nepal's foreign
trade. In case of Bhutan, India itself contributes 87 per cent to the total trade, while other member countries have
miniscule share. India's major exports to Bhutan are petroleum products, minerals, electrical and mechanical
machineries, vehicles, iron and steel, cereals and other food products. Bhutan's export to India is only 53 per cent of
whatitimports from the country in terms of value. Thus, Bhutan runs a trade deficit of around US$ 400 million with India
(in2017).

For Nepal, India is the dominant trade partner (accounting for 64 per cent of foreign trade). India exports petroleum
products, vehicles, machineries, food and pharmaceuticals, plastics products, ceramics and many other manufactured
goods to Nepal. On the other hand, India largely imports coffee, tea, beverages and other food items, besides iron and
steel and other intermediate goods from Nepal. Nepal's export to India is only 6.4 per cent of India's exports to this
country in terms of value. Therefore, Nepal runs a huge deficit of US$ 6 billion with India (in 2017). In fact, Nepal
accounts for around 40 per cent of India's trade surplus with the BIMSTEC countries. India runs trade surplus with all
BIMSTEC countries except Thailand. Bangladesh accounts for around 50 per cent of India's trade surplus with BIMSTEC
countries, while SriLanka contributes 25 per cent to the surplus (in 2017).

Myanmar conducts 20 per cent of its foreign trade with BIMSTEC countries, most prominently with Thailand (14.55 per
cent) and India (5.03 per cent). Myanmar has a trade surplus of US$ 530 million with Thailand. Myanmar has huge
natural gas reserves and this commodity contributes more than 70 per cent of its exports to Thailand. Besides natural
gas, Myanmar exports marine products, agro-commodities, copper products, machineries and other manufactured
goods to Thailand. Myanmar imports automobile and auto components, agro-commodities, including processed food,

machineries and other manufactured goods from Thailand. Myanmar exports to India more than 70 per cent of what it
imports from this country in terms of value. Pulses constitute more than 60 per cent of Myanmar's exports to India.
Other products exported by Myanmar to India are articles of wood, edible fruits, aircrafts etc. India exports sugarcane,
pharmaceuticals, automobile, iron and steel, petroleum products, machineries etc. to Myanmar.

Table 6: Share (in %) of BIMSTEC countries in World Trade

BIMSTEC Trade Partners
BIMSTEC Share of
Countries | Bangladesh |India Myanmar |SriLanka |[Thailand [Nepal Bhutan | BIMSTEC
Bangladesh| 0.00 9.91 0.19 0.10 1.27 0.05 0.05 11.58
India 1.07 0.00 0.25 0.68 1.38 0.81 0.08 4.27
Myanmar |0.46 5.03 0.00 0.16 14.55 0.01 0.00 20.21
SriLanka |0.52 16.25 0.26 0.00 1.79 0.01 0.00 18.82
Thailand 0.28 2.23 1.46 0.11 0.00 0.01 0.00 4.11
Nepal 0.45 64.00 0.30 0.02 1.00 0.00 0.08 65.85
Bhutan 0.38 87.07 0.00 0.02 0.54 0.54 0.00 88.54
Source: CEIC Database

"Export and Import data used in this section pertains to the year 2017 unless otherwise specified.
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Sri Lanka conducts 19 per cent of its foreign trade with BIMSTEC countries, especially with India and Thailand
(accounting for 16 per cent and 2 per cent respectively of Sri Lanka's total trade). India's exports to Sri Lanka include
petroleum products, auto-components, iron and steel, cereals, cotton, pharmaceuticals and other manufactured
products. Sri Lanka's export to India is just 13 per cent of its imports from this country. The country exports coffee, tea,
spices, petroleum oils, animal feed, arms and ammunitions, etc.

Figure 5: Share of Major BIMSTEC Partners in World Trade
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For Bangladesh, BIMSTEC countries contribute almost 12 per cent to its foreign trade, with India and Thailand
accounting for 10 per cent and 1.3 per cent, respectively. Key export items of Bangladesh to India are jute, edible fruits
and nuts, yarn, woven fabrics and other textile and apparel products, auto-components, machineries and parts thereof,
etc. India exports cotton, cereals, coffee, tea and other agro commodities, organic chemicals, man-made staple fibres,
articles of rubber and plastics, etc.

India and Thailand, the two major economies in BIMSTEC region, derive around 4 per cent of their foreign trade from
member countries. Trade between India and Thailand account for 25 per cent of intra-BIMSTEC trade volume.
Thailand's export to India include machinery and mechanical appliances, electrical machinery, auto-components,
plastic products, organic chemicals, rubber products, copper products and other manufactured products. Besides
auto-components, Thailand is a major producer and exporter computer-related electronic goods. Many local and
multinational electronic majors have set up manufacturing plants in Thailand. For instance, the world's leading data
storage technology firms such as Western Digital and Seagate produce half of their computer hard drives in Thailand.
India's export to Thailand include gems and jewellery, machineries, marine products, auto-components, iron and steel,
organic chemicals, electrical machinery, agro commodities, etc.

[llustrated in Figure 6, Thailand, India and Myanmar have trade surplus with BIMSTEC countries, while the other four
have trade deficit. Of this, India has the highest trade surplus of US$ 13 billion (largely coming from Bangladesh, Nepal
and Sri Lanka). Thailand has the second highest trade surplus with BIMSTEC countries. Among all BIMSTEC countries,
only Thailand has trade surplus with the world. BIMSTEC countries account for around 58 per cent of its total trade
surplus with the world. Myanmar has a marginal trade surplus of US$ 430 million with BIMSTEC countries.
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Figure 6: Trade Balance with BIMSTEC (US$ Billion)
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6. Product-wise Market Analysis

An analysis of commodity-wise foreign trade of BIMSTEC countries shows that BIMSTEC countries can enhance their
intra-regional trade by focusing on untapped market demand for certain goods in other BIMSTEC countries. For
instance, there is huge export opportunity for India and Thailand in Bangladesh in sectors such as auto-components
and other engineering goods, agro-commodities, jewellery, etc.

Of the total imports of these commodities by Bangladesh, other BIMSTEC countries (India, Thailand, Sri Lanka and
Nepal) have a market share of less than or equal to 15 per cent. Similarly, Bangladesh has a share of less than or equal to
15 per centinthe total exports of these commodities by these countries.

India does not export these goods substantially to Bangladesh (despite the latter having demand for the same) because
most of these goods are included in the sensitive list under South Asian Free Trade Agreement (SAFTA). In this context,
we have identified those goods where India has the capacity to export and which are notincluded in the sensitive list of
Bangladesh (under SAFTA).

Some of these goods are wheat and meslin, soya beans, maize or corn, nutmeg, maize and cardamoms, electric
generating sets, articles of jewellery, turbojets, turbopropellers, printing machinery, cruise ships, and passenger boats
etc.

Similarly, Thailand has comparative advantage in goods such as palm oil, automatic data processing readers, electrical
machines, articles of iron and steel, auto-components, among others. Bangladesh is a netimporter of these goods from
non-BIMSTEC countries. Therefore, under the proposed BIMSTEC FTA, Bangladesh can give preferential access to India
and Thailand for these goods to promote intra-regional trade.
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Table 7: Market Potential in BIMSTEC Countries

Country Market Potential

Bangladesh Petroleum oil; Wheat and Meslin; Cane or beet sugar and chemically pure sucrose;
Palm oil and its fractions; Motor cars and other motor vehicles; Woven fabrics of
synthetic filament yarn

Bhutan Undenatured ethyl alcohol; Parts of aircraft and spacecraft; Floor coverings of
plastics; Oxygen-function amino-compounds; Ceramic building bricks, flooring
blocks

India Telephone sets and related devices; Petroleum gas and other gaseous

hydrocarbons; Electronic integrated circuits, parts thereof; Parts of aircraft and
spacecraft; Synthetic rubber and factice derived from oils

Nepal Telephone sets, incl. telephones; Soya-bean oil and its fractions; Silver, incl. silver
plated with gold or platinum; Automatic data-processing machines; Monitors and
projectors, not incorporating television reception apparatus

Myanmar Animal or vegetable fats and oils; Telephone sets and related devices; Passenger
cars and other motor vehicles; Electric motors and generators; Coal, briquettes,
ovoids and similar solid fuels

Sri Lanka Passenger cars and other motor vehicles; Telephone sets and related devices;
Powered aircraft and spacecraft; Milk and cream; Petroleum gas and other gaseous
hydrocarbons

Thailand Electronic integrated circuits; Parts and accessories for tractors, motor vehicles for

the transport of ten or more persons; Flat-rolled products of iron or non-alloy steel;
Petroleum oils and oils obtained from bituminous minerals; Medicaments consisting
of mixed or unmixed products

Note: Market potential has been estimated at the 4-digit HS code based on ITC Trade Map. For further details please refer Appendix
to this report.

It is understandable that Bangladesh already runs an unsustainable trade deficit with India and Thailand. In this
situation, promoting further exports from India and Thailand to Bangladesh will worsen this trade balance. Therefore,
our analysis has identified goods and services that can be exported by Bangladesh to India and Thailand so that it can
reduce the trade deficit with these countries. (Detailed 4-digit HS Code wise list of goods with untapped market
potential in BIMSTEC countries is listed in the Appendix to this report). Table 7 presents the country-wise market
potentials.

Market Potential in Bhutan

Although Bhutan meets around 80 per cent of its imports from India, there is tremendous untapped market potential in
this country for India, Sri Lanka, Nepal and Thailand. For instance, there is US$ 2 million market potential for ethyl
alcohol and US$ 1.1 million market potential for parts of aircrafts and spacecrafts. Nepal can tap the US$ 477 million
market potential for floor coverings in Bhutan.

Market Potential in India

Myanmar has huge natural gas reserves and India is an importer of natural gas. Many gas-fired power projects in India
are stranded because of lack of domestic availability of natural gas. Similarly, India's huge urea manufacturing sector is
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a major consumer of natural gas. India imports US$ 13 billion worth of petroleum gas and other gaseous hydro
carbons. Myanmar, which is an exporter of natural gas (worth US$ 3.2 billion) can explore Indian market for this
commodity.

Thailand is a major exporter of electronic goods, especially computer related goods. At a time when India wants to
strengthenits electronic manufacturing base, the country can explore the possibility of developing regional value chain
in the electronic sector in BIMSTEC. Under this value chain, India can import intermediate electronic goods from
Thailand and engage in value addition (for exports and also to meet domestic consumption).

Some of the intermediate goods that can be imported from Thailand are electronic integrated circuits, transistors and
semiconductor devices, electrical apparatus etc. Government of India can hold discussion on the feasibility of such a
value chain with the electronic hardware industry associations in the country.

India can also collaborate with Thailand in other sectors such as auto-components, pharmaceutical ingredients, rubber
products, etc.

Market Potential in Myanmar

China and Japan are the major trade partners of Myanmar. Myanmar has huge market potential for electronic goods
and auto-components. India and Thailand can explore market for electronic components and auto-parts. Bangladesh
can explore market for consumer goods such as suitcases and vanity cases, bicycles, tricycles, etc. Myanmar also has
market potential for furniture and related products, which are exported by Thailand and India.

Market Potential in Thailand

Thailand is a major importer of petroleum oil, which can be supplied by India, Myanmar, Sri Lanka and Bangladesh.
There is also untapped market potential in pharmaceutical products for countries such as India and Bangladesh. Other
than these goods, India stands to gain by exploring the huge market for engineering goods (auto-components, telecom
products, iron and steel products, etc.) in Thailand. In fact, India can also tap market for agro-commaodities, agro-
chemicals, beauty and skin care productsin Thailand.

Market Potential in Sri Lanka

Sri Lanka has market potential for petroleum gas, navigable vessels, aircrafts and spacecrafts, which can be met by
Myanmar. Thailand can explore market for auto components, electrical and electronic goods, polymers, synthetic
rubbers etc. India already has an FTAwith Sri Lanka and bilateral trade has improved in recent years. However, India can
also explore market potential in automotive components, synthetic filamentyarns, floating vessels, floating cranes, etc.
Market Potential in Nepal

Although the market in Nepal is small, India and Thailand have scope to enhance their export of electronic goods and

auto-components. Bangladesh can explore opportunities in readymade garments, footwear, suitcases and other
consumer goods.
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1.Trade in Services

Services sector is a major driver of economic growth in the BIMSTEC countries as they constitute around 40-60 per cent
of total economic outputinthese countries. This section explores the potential for intra-regional trade in services based
onthe complementarities of each countryintheregion.

lllustrated in Figure 7 and Table 8, Thailand has the highest share of trade in services as a percentage of GDP (27 per
cent)inthe BIMSTEC region, whereas Bangladesh has the lowest (5 per cent). Although India, Nepal and SriLanka have a
significant share of their GDP coming from services, the share of trade in services as a percentage of their GDP is modest
(11-14 per cent).

Figure7.Services and Trade in Services as % of GDP: 2017
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Source: World Bank

India has a huge competitive advantage in the export of telecommunications, computer and information services, and
is a major exporter of professional and management consulting services. Many of the Indian software companies have
set up operations in Thailand, Sri Lanka and other BIMSTEC countries. There is also huge potential for small and
medium companies and start-up enterprises in these sectors to explore cross-border trade and investment
opportunities.

Thailand enjoys competitive advantage in the export of travel services, whereas other BIMSTEC economies such as
India, SriLanka, Myanmar and Bhutan are also net exporters of travel services. Therefore, their tourism potential can be
explored. Indians contribute significantly to foreign tourist arrivals in Sri Lanka and Thailand. India and Thailand can
also explore the smaller BIMSTEC markets in technical, trade-related and other business services.

Although all BIMSTEC countries are net importers of transport services, India, Thailand and Sri Lanka can explore
smaller markets such as Nepal, Bhutan and Myanmar in exporting these services. Improved physical connectivity
through multi-modal infrastructure projects can help facilitate greater regional flows of goods, services and people.
India, which is a major exporter of construction services, can play a significant role towards this end. BIMSTEC member
countries’ Motor Vehicle Agreementwill allow cross-border movement of cargo and passenger vehicles.

Almost all BIMSTEC nations are also netimporters of financial, and insurance and pension services. BIMSTEC countries
can explore relaxation of foreign investment norms in insurance and banking sectors to promote joint ventures and
other forms of collaborations. Intra-regional trade will get a major boost if banks and financial companies enter into
innovative trade credit arrangements with their counterparts in other BIMSTEC countries. For instance, banks and
financial institutions can enter into special arrangements for providing letter of credit, pre-shipment and post-
shipment credit facilities to traders. An enhanced regional integration can go a long way in making the bloc self-
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Table 9: Services Potential in BIMSTEC Countries

Country Market Potential

Bangladesh Financial services and other business services

Bhutan Travel and hospitality, Construction

India Banking and Financial Services, Real Estate and Hospitality, Retail and Wholesale Trade
Nepal Travel and hospitality

Myanmar Transport, Construction

Sri Lanka Travel and hospitality, transport and logistics

Thailand Information Technology, Travel and Hospitality

Source: MVIRDC World Trade Centre Mumbai

sustainable and address the structural weaknesses faced by these economies.

Besides, BIMSTEC nations can also explore business opportunities in entertainment and cultural services, education
and healthcare services,among other areas.

India and Thailand have a huge trade deficit in the use of intellectual property with the world. The two major economies
in the bloc should work on strengthening these areas for the benefit of the entire region. The BIMSTEC free trade
framework agreement laid down in 2004 covers trade in goods as well as services and investment. BIMSTEC countries
must fasttrack theimplementation of this proposed agreement to promote intra-regional trade in services.

8. Foreign Direct Investment

Foreign direct investment (FDI) not only benefits the host economies in terms of access to capital, but also promotes
transfer of technology, creation of new jobs, improvement in professional managerial practices, etc. FDI can also take
the form of mergers and acquisitions, where companies in one country acquire their peers in another country to reap
synergies and expand their market.

This section analyses the key trends and major drivers of cross-border investment in BIMSTEC countries and what are
the business opportunities available for SMEs and large companies in member countries within the region. A quick
analysis of the contribution of FDI in the total investmentin BIMSTEC countries (Figure 8) shows that Myanmar has the
highest share of FDI in total investment, 26 per cent, compared to Thailand’s 7.2 per cent, SriLanka’s 6.0 per cent, India’s
5.7 per cent and Bangladesh’s 3.0 per cent”. In fact, as illustrated in Figure 9, Myanmar attracted the highest amount of
FDI (of US$ 4.3 billion) among all the 47 least developed countries (LDCs) in 2017. Since 2013, FDI in Myanmar has risen
inleaps and bounds, posting 61 per cent growth in 2014, 198 per cent growth in 2015, 5 per centin 2016 and 45 per cent
in 2017. The country has benefited from improvement in business climate after the removal of international sanction
(with the transition from military regime in 2010), implementation of several economic and legal reforms since then,
huge potential in natural gas and mineral reserves and development of special economic zones (SEZs).

""UNCTAD FDI Statistics
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Figure 8: FDI as Percent of Total Investment
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Figure 9: Share of BIMSTEC in World Foreign Direct Investment Inflows (%)
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FDIin Myanmar has been largely led by companies in China, ASEAN, Japan and other countries. Companies from China,
Japan and Thailand are major investors in SEZs in Myanmar. The country is developing three major SEZs, with the
investment of foreign companies. For instance, the Thilawa SEZ is the first SEZ in Myanmar built on international
standard in partnership with Japanese investors. In December 2015, a group of Chinese companies won the contract to
build and operate the Kyaukphyu SEZ, including construction of a deep sea port. Similarly, the country’s huge natural
gas reserve has attracted many foreign investors into the country. Even India’s Reliance Industries (India) has entered
into two production-sharing contracts with the Government of Myanmar for extracting natural gas.

Some multinational companies are also expanding in Myanmar with their regional headquarter in Thailand, Singapore
and other ASEAN countries. For instance, in 2016, computer technology firm HP Thailand decided to expand into
Myanmar using Thailand as a digital operations hub. During 2016, many companies from within the ASEAN bloc
invested in financial services and real estate sectors. For instance, the Bank for Investment and Development of
Vietnam received a banking license to operate in Myanmar.
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Besides Myanmar, Sri Lanka and Nepal have also demonstrated substantial improvement in FDI in recent years. FDI in
Sri Lanka grew 32 per cent and 53 per cent during 2016 and 2017 respectively. Some of the major sources of FDI in Sri
Lanka are China Hong Kong, India and Singapore .

The sharp growth in FDI is largely because of the improvement in policy reforms taken by the Government of Sri Lanka.
Government of Sri Lanka has introduced Inland Revenue Act (to provide accelerated investment allowances), eased
regulation on foreign exchange through Foreign Exchange Act and it is set to operationalise a virtual One Stop Shop for
investment facilitation. The Government of Sri Lanka has shifted its economic policy approach from public debt-led
infrastructure development to investment and export-driven economic growth. In order to facilitate availability of land,
the Board of Investmentin SriLanka has developed aland bank for allocation to domestic and foreign investors.

Table 10 presents trends on FDI inflows in BIMSTEC. Nepal witnessed 105 per cent and 86 per cent growth in FDI during
2016 and 2017, respectively. The country received the highest FDI of US$ 198 million in 2016. The Government of Nepal
established the Investment Board of Nepal to provide single-window service for foreign investors in 2011. The
government has identified hydropower, transport, agriculture, tourism, information and communication technologies,
mines and minerals, health care, education and financial services as potential areas for foreign investors. Recent data
available for 2015-16 shows services sector (construction, financial services, wholesale and retail trade, information
technology etc.) attracted 52 per cent of total FDI *'. Energy based industries (mainly hyrdropower) and tourism sectors
attracted 12 per cent FDI each while manufacturing received 20 per cent FDI during the year. Traditionally, India has
been a major investor in Nepal accounting for 40 per cent of total FDI stock upto 2015-16. However, in recent years,
China has emerged as a major investor in the country. In the year 2015-16, China accounted for 41 per cent of total FDI
inflows in Nepal, followed by India, Switzerland and the UK (with a share of 12 per cent each), while USA contributed 4.6
per centto theinflows.

In Thailand, the major sources of foreign direct investment are Japan, ASEAN countries and European Union. Japan has
been a traditionally major investing country in Thailand and it accounts for 35 per cent of outstanding FDI as of 2017.
Japan is followed by ASEAN with a share of 17 per cent (of which Singapore accounts for 15 per cent), European Union
14.8 per cent, Hong Kong 6.9 per centand USA 6.7 per cent. Among EU countries, Netherland has a share of 6.6 per cent,
UK 3.4 percentand Germany 1.9 per cent.

Finance and insurance sector received more than a quarter of outstanding FDI (till 2017) in Thailand. The other service
segment that received considerable foreign investmentis the repair services of the automobile industry (with a share of
7.5 per cent), considering that automotive manufacturing is a dominant sector in the Thai economy. In the
manufacturing sector, automobile and auto-components received 9.6 per cent FDI, while electronic goods attracted 6.6
per cent, food processing 4.2 per cent. Other manufacturing sectors that received sizable share of FDI are chemicals (3.7
per cent), rubber and plastics (3.8 per cent), machineries and equipments (3.5 per cent). Among BIMSTEC countries,
Thailand has the second highest proportion of FDlin total investment (at 7.2 per cent) after Myanmar.

Major sources of FDI in Bangladesh are USA, UK, South Korea, Singapore, Australia, Netherlands and Hong Kong, which
accountfor22.9 per cent, 10.9 per cent, 8.0 per cent, 6.2 per cent, 6.1 per cent, 5.3 per centand 5.3 per cent, respectively
in the outstanding FDI stock of the country as of June 2017 . BIMSTEC countries such as India and Thailand have a
respective share of 3.4 per centand 1.9 per cent in the FDI stock of Bangladesh. China has a share of 1.8 per centin the
FDI stock of the country. In terms of sectors, petroleum and natural gas attracted more than a quarter of outstanding
FDI in the country, while manufacturing and services received 35.5 per cent and 30 per cent, respectively. In the
manufacturing sector, textiles and wearing segment attracted the most, with a share of 18 per cent in total FDI. Food
processing and cementsectors received 2.15 per centand 1.85 per cent FDI, respectively. In the services sector, banking
received 13 per cent, transport, storage and communication 8.7 per cent and telecommunications 8.7 per cent of total
FDI.

*Board of Investment of Sri Lanka
*'Industrial Statistics, Fiscal Year 2015-16, Ministry of Industry, Government of Nepal
“Survey ReportJanuary-june, 2017, Statistics Department, Bangladesh Bank
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Bhutan received limited FDI until it implemented its first FDI policy in 2005. In 2010, the government liberalized its FDI
policy by allowing 100 per cent FDI in some sectors and 74 per cent in some other sectors. India is the major investor in
Bhutan, especially in the hydropower sector. So far, the Government of India has set up three hydropower projects in
Bhutan with an aggregate installed capacity of 1416 mw. India has agreed to set up four more hydel projects (with an
aggregate capacity of 2120 mw) in April 2014 %,

Hotel industry has attracted maximum share of FDI (38 per cent) in the country, while information and communications
technology sector received 17 per cent FDI in recent years *. Singapore and Thailand, on the other hand, have invested
inthe services sector of Bhutan.

One of the most popular FDI project in Bhutan is the Mountain Hazelnut Venture, incorporated in July 2010, founded by
the American social entrepreneur Mr. Daniel Spitzer. Under this project, the company provides hazelnut plantlets
(imported from China) to poor farmers in the eastern districts of Bhutan. The company trains and supports local
farmers in planting, tending and harvesting hazelnuts. After harvesting, the company buys back the hazelnut from
farmers and exports them after processing. With this project, Bhutan is expected to be the major export of hazelnuts,
competing with other prominent exporters such as Italy and Turkey in this commodity.

Table 10: Trends in FDI Inflows in BIMSTEC Countries

(USS Million)
Region/Economy |1990 2000 2010 2011 2012 2013 2014 2015 2016 2017
Myanmar 225 91 6669 1118 497 584 946 2824 2989 4341
Thailand 2575 3410 14555 1370 9135 15493 4809 5624 2068 7635
Bangladesh 3 579 913 1136 1293 1599 1551 2235 2333 2152
Bhutan 2 0 76 29 49 14 32 17 -13 10
India 237 3588 27417 36190 24196 28199 34582 144064 44481 39916
Nepal 6 0 87 95 92 71 30 52 106 198
Sri Lanka 43 175 478 956 941 933 894 680 897 1375
BIMSTEC 3091 7843 50195 40895 36203 46894 42844 155496 52861 55627
World 204905 |1358613|1371919 (1567677 |1574712 [1425377 |1338532|1921306 [1867533 [1429807
BIMSTEC/World 1.51% 0.58% |3.66% 2.61% 2.30% 3.29% 3.20% |2.89% 2.83% 3.89%

Source: UNCTAD

Indian companies in banking, pharmaceuticals, steel, information technology, automobile and other sectors have
invested in BIMSTEC countries. For instance, Indian IT firms WIPRO and Tech Mahindra; pharma companies such as
Torrent Pharmaceuticals, Aurobindo Pharma, banks such as Bank of Baroda and Axis Bank have presence in Thailand.
Some of the Indian companies in Myanmar are United Bank of India, GAIL, ONGC Videsh, EXIM Bank of India, etc. Many
large and medium companies from India’s automobile, information technology, pharmaceuticals and other sectors
have invested in other BIMSTEC countries such as Sri Lanka, Bangladesh and Nepal. Many Indian SMEs are also
investing in these countries, although it is far less and concentrated in a few sectors. SMEs willing to invest in foreign
markets are constrained by their low balance sheets, poor access to capital and lack of awareness about the economic
and political risks in other countries. Therefore, we need to create awareness about the market opportunities and
business and regulatory environment in BIMSTEC countries through frequent exchange of trade missions, reducing
norms on business visas, improving air connectivity and other measures. Companies from BIMSTEC countries can
explore investment opportunities in the upcoming export processing zones in Sri Lanka such as Milleniya, Bingiriya, and
Mawathagama, which are developed by the Board of Investment, SriLanka.

Intra-BIMSTEC investment flows have been very less and they are concentrated in only a few countries. For instance, as
illustrated in Table 11, India is the major investor in Bhutan and Nepal and to some extent in Bangladesh and Sri Lanka.
Thailand is one of the significant investors in Myanmar among all the ASEAN countries. During 2008 and 2016, India
invested over US$ 1 in Sri Lanka. India’s outward FDI flow in BIMSTEC region has been much higher than that of FDI
inflows from BIMSTEC countries in the period 2008 and 2016. Apart from this, there are not much intra-regional flows in
investmentamong BIMSTEC countries.

*India- Bhutan Relations, Ministry of External Affairs, Government of India
* Asia News Network
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Table 11: Trends in India's FDI with BIMSTEC Countries

(USS million)
Myanmar Thailand Bangladesh
FDI FDI FDI FDI FDI FDI
Inflow | Outflow | Inflow | Outflow | Inflow | Outflow
2008 42.21 126.29 20.8
2009 20.24 61.92 5.76
2010 45.25 12.8 6.53 187.43
2011 9.72 4.6 35.29 82.4
2012 1.76 8.4 22.42 19.76
2013 16.09 104 55.72 26.86
2014 4.44 9.0 73.59 10.02
2015 1.55 20.7 21.24 0.04 19.54
2016 0.44 42.2 8.74 7.84
Total 141.7 108.1 411.74 0.04 380.41
Sri Lanka Nepal Bhutan
FDI FDI FDI FDI FDI FDI
Inflow | Outflow | Inflow | Outflow | Inflow | Outflow
2008 171.04 8.44 2.5
2009 49.79 5.53 18.32
2010 0.97 208.2 0.45 8.68 3.33
2011 7.21 172.14 10.49 6.8
2012 0.21 142.7 20.78 5.6
2013 0.52 132.09 10.36 7.56
2014 1.12 62.94 0.02 3.15 0.65
2015 3.06 101.32 5.43 0.31
2016 2.9 41.03 0.11 1.47 0.04
Total 15.99 1081.25 0.58 74.33 45.11

Source: RBI

Table 12: Doing Business Ranks of BIMSTEC Countriesin 2018

Eas? of Starting a | Registering | Trading across
Economy Doing .
. business property borders

Business
Bangladesh 177 131 185 173
Bhutan 75 88 56 26
India 100 156 154 146
Myanmar 171 155 134 163
Nepal 105 109 84 76
Sri Lanka 111 77 157 86
Thailand 26 36 68 57

Source: The World Bank

BIMSTEC countries also need to undertake economic reforms to support ease of doing business. lllustrated in Table 12,
there has been a wide variation in performance of ease of doing business in BIMSTEC. Except Bhutan and Thailand,
global ranks of rest BIMSTEC countries fall below 99. Performance of BIMSTEC countries in starting a business,
registering property or trading across borders calls for drasticimprovement of business environmentin BIMSTEC.

Regional integration initiatives such as BIMSTEC have implications on the foreign investment decisions of multinational

companies (MNCs). Easing of tariff and non-tariff barriers and other trade facilitation measures by the BIMSTEC
countries can be one of the drivers for MNCs to invest in these countries. This is because, by investing in one member
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country, MNCs can have access to the consumer market of the entire BIMSTEC region. Also, such MNCs headquartered
in one member country can procure raw material and intermediate goods from other member countries without much
tariff and non tariff measures. Further, MNCs with a regional headquarter in one BIMSTEC country can expand to other
member countries easily if there is less hassle in movement of goods, labour and capital across borders. Also,
governments of member countries must sign cross-border investment protection pacts to protect the interests of
foreigninvestors, offer national treatment to such investors and create institutional mechanism to settle disputes. India
signed Bilateral Investment Promotion and Protection Agreements (BIPA) with all the BIMSTEC countries except Bhutan.

Another major aspect of cross-border investment is the investment or concessional loans offered by foreign
government agencies for development of infrastructure projects to BIMSTEC countries. Countries such as China and
Japan are major investors or lenders for infrastructure and socio-economic development projects in BIMSTEC
countries. The following table offers a glimpse of such investments or loansin BIMSTEC countries.

BIMSTEC |Investing Details of Investment/Loan
Country | Country

Bangladesh | China According to Gateway House, Bangladesh is the second largest recipient of Chinese
investment in South Asia after Pakistan. China promised to invest US$ 31 billion on
various projects such as roads, railways, water treatment and thermal power plants
in Bangladesh. For instance, China is funding a railway line between Dhaka and
Jessore. China is also developing a power plant and port in Payra.

Bangladesh |Japan In June 2018, Japan International Cooperation Agency agreed to provide loan of yen
200 billion, the largest loan size in its history, to fund six infrastructure projects,
namely Matarbari port and power plant projects, Jamuna railway bridge, Dhaka
urban transport and healthcare infrastructure.

Myanmar China China has committed to develop railways, ports, oil and gas pipelines and road
infrastructure in Myanmar

Myanmar Japan In March 2018, Japan agreed to lend yen 117 billion to Myanmar for socio-economic
projects such as rail infrastructure, housing finance, SME finance and agriculture.

Sri Lanka Japan and Japan's JICA and China have been major donors for many development projects in
China Sri Lanka. Japan offered a concessional loan of yen 45.42 billion to expand the
Bandaranaike International Airport in 2016. JICA has also offered yen 14.08 billion
loan for waste water treatment project in Kandy in the same year. China has been
providing concessional loans for highways, townships, ports, harbours, etc.

Compiled by MVIRDC World Trade Centre Mumbai

9. Policy Coordination among BIMSTEC Countries

The regional integration of BIMSTEC countries will get a major boost if BIMSTEC countries include this regional
cooperation in their mainstream economic and industrial development policy, instead of considering it as just a part of
their foreign policy. For instance, in its 12th National Economic and Social Development Plan (2017-21), Thailand has
emphasized on international cooperation, especially the need for strengthening ASEAN connectivity network. Thailand
is developing SEZs along its borders with Cambodia, Vietnam, Lao PDR and Myanmar as this will not only promote its
industrialization, but also benefit the neighbouring countries. Similarly, BIMSTEC countries must marry their economic
development priorities with those of their neighbouring BIMSTEC countries for the sustainability of this bloc.

In order to implement this, we need to understand the development policy priorities of the individual member
countries and how this BIMSTEC regional cooperation effort can help them achieve these priorities. Almost all the
BIMSTEC countries have adopted planned development model. Bangladesh is implementing its 7th Five Year Plan
(2016-20), Bhutan is about to release its 12th Five Year Plan (2018-23), Thailand is in the throes of its 12th Five Year Plan
period (2017-21), Nepal is executing its 14th periodic plan (2016/17-2018/19). The Table 13 provides a glimpse of the key
policy plans of the BIMSTEC countries and the opportunities that they offer to member countries.
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Table 13: National Plans and Opportunities

National Plans of BIMSTEC Countries

Countries

Key Policy Documents/Plans

Opportunities for BIMSTEC Economies

Bangladesh

7th Five Year Plan (2016-2020)

In this five year plan, the Government of Bangladesh officially set the goal of becoming a
middle income country by 2021.

Government of Bangladesh has identified following high potential sectors with production
and supply base: jute products, electrical and electronic products, ceramic products, auto-
parts and bicycles, value added marine products, printing and packaging, rubber, silk,
handicrafts, coconut coir, rough diamond and jewellery etc.

Bhutan

1) 11th Five Year Plan (2013 — 2018),

2) Cottage and Small Industry Policy
2012

Government of Bhutan has identified hydropower, agriculture, tourism, mining and cottage
& small industries as five jewels. Besides these sectors, the government also promotes
investment in power intensive and mineral based manufacturing, education, healthcare,
information and communications technology, financial services, media and cultural
industry, transportation and related services.

Myanmar

1) 12 Point Economic Policy (2016)

2) Myanmar Sustainable
Development Plan (MSDP)

The 12 Point Economic Policy articulates broad framework for transition to an open, market-
oriented economy with an emphasis on privatisation of state-owned enterprises,
encouraging foreign direct investment, strengthening property rights and rule of law.

The country has huge investment opportunities in: wood processing, hydro and gas-fired
power plants, eco-tourism, affordable housing, aquaculture and fisheries. The government
is also attracting foreign investment in 3 special economic zones and several industrial
zones across the country.

India

1) Make in India

2) Bharatmala Pariyojana

India has identified 25 focus sectors to promote manufacturing by attracting domestic and
foreign investment. In order to attract investment in these sectors, the government is
providing policy thrust on 1. Ease of Doing Business 2. improving logistics infrastructure
through dedicated freight corridors.

As part of the Bharatmala Pariyojana, Government of India will link its major highway
corridors with India's border points with Nepal, Bhutan, Bangladesh and Myanmar. This
will facilitate trade with these BIMSTEC countries through land.

Nepal

1) Nepal Trade Integration Strategy
2010

2) The Trade Policy 2015

Nepal Trade Integration Strategy has identified information technology and BPO as a major
export potential sector.

Other sectors identfied for investment and export opportunities are: agriculture and
forestry, hydro power and tourism. The Trade Policy of 2015 promotes investment and
export in following agro-based sectors: cardamom, ginger, honey, lentils, tea, noodles and
medicinal herbs or essentials oil.

Mining is another potential investment sector in Nepal. The country has abundance of
limestone, coal, talc, red clay, granite and marble, gold, precious and semi-precious stones.
The country also has proven reserves of petroleum & natural gas and copper.

Sri Lanka

Vision 2025

The Vision 2025 identifies key development strategies to enhance employment
opportunities, increase exports and increase overall income level of people. BIMSTEC
countries can identify potential investment opportunities in logistics and supply chain,
tourism, urban development, IT and BPO, fisheries etc.

Sri Lanka aims to leverage its strategic location in the Indian Ocean by developing port
infrastructure and capture growing transhipment trade in Asia.

The Government's ambitious Megapolis project and the Colombo International Financial
Centre (CIFC) will create huge demand for urban infrastructure such as mass rapid transit
system, sustainable waste management, roads and highways etc.

The government's commitment to adopt e-governance and incentivise private sector
investment in the ICT industry will throw considerable opportunities in the IT sector.

Thailand

12th Economic and Social
Development Plan (2017-2021)

The 12th Plan promotes physical connectivty with BIMSTEC countries by strengthening
transportation, logistics and telecommunications systems.

BIMSTEC countries can collaborate with Thailand in the following focus areas of this plan:
science and technology, tourism, agriculture, electronic financial services (E-Money, E-
payment), Industry 4.0 (robotics, artificial intelligence, internet of things etc.)

Source: MVIRDC World Trade Centre Mumbai
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Thailand, with the highest per capitaincome among all BIMSTEC countries, is aiming to become a high income country,
with a per capitaincome of US$ 15,000 by 2036 from the current level of US$ 6593.81. On the other hand, Nepal, Bhutan,
Bangladesh and Myanmar are LDCs and most of them depend on economic assistance from other countries for
development.

Although different countries in the BIMSTEC region are at different stages of economic development, most of them face
similar development challenges. Common policy challenges faced by BIMSTEC members are poor agriculture
productivity (worsened by adverse impact of climate change on sustainability of agriculture), lack of export
competitiveness in manufacturing, inadequate infrastructure, need for skill development of youth and so on.
Consequently, collaboration among BIMSTEC countries can be broadly classified under two categories: (i) Collaboration
in sustainable development projects (poverty eradication, strengthening agriculture, combating climate change etc.);
and (ii) Collaborationinindustrial development projects.

Industrial Development Projects

Most of the BIMSTEC countries are experimenting with export-led development in the manufacturing sector to
generate employment and promote economic growth. Export competitiveness of BIMSTEC countries is restricted to a
few manufacturing sectors such as textiles and apparels (in case of Bangladesh and Sri Lanka), automobile and food
processing (in case of Thailand), software services, generic pharmaceuticals and gems and jewellery (in case of India).
Government of Bhutan aims to strengthen the competitiveness of its Cottage and Small Industries that constitute more
than 96 per cent of the total industries licensesissued in the country.

Allthe BIMSTEC countries are experimenting with SEZs as an alternative promising model for enhancing manufacturing
competitiveness in their countries. Non-BIMSTEC countries such as China and Japan are investing in SEZs in Myanmar,
SriLanka and Bangladesh. India has also agreed to invest in the Kushtia Economic Zone and Mongla Economic Zone in
Bangladesh.

It will be wise if the BIMSTEC countries can look for collaboration in each others’ SEZ projects by pooling their skilled
labour, technology and capital for their mutual benefit. BIMSTEC countries can conduct roadshows and other
promotional events in other member countries to create awareness about the investment opportunities in the SEZs in
their countries, incentives for investmentin these zones and so on.

BIMSTEC countries can also set up a common website mapping all the SEZs in the member countries, the focus sectors
inthese SEZs and the procedures for setting up plants in these zones. BIMSTEC countries can also waive import duty on
raw materials and intermediate goods imported by these SEZs from member countries. A well planned and
coordinated approach will not only ensure the success of these SEZs, but also will lead to shared benefits for all the
member countries.

Table 14 presents list of major SEZs in BIMSTEC countries. In 2010, Government of Bangladesh set up the Bangladesh
Economic Zones Authority (BEZA) to promote industrialization through SEZs. Government of Bhutan is developing four
industrial estates in Sarpang, Mongar, Samtse and Samdrupjongkhar by providing strategic infrastructure and
common facilities. Other BIMSTEC countries can provide technical and financial assistance in setting up all the required
infrastructure such as power supply, warehousing units, road connectivity to these industrial estates.

The Government of Thailand launched its first SEZ policy in 2015 and since then it has promoted 10 SEZs along its
borderswith neighbouring ASEAN countries. The government has relaxed rules for cross border movement of labour to
work in these SEZs. Government of Thailand must promote these SEZs not only among the investors in BIMSTEC
countries, but also among the youth in these countries so that they can identify employment opportunities in these
zones. In 2014, Government of Myanmar introduced Special Economic Zone Law to promote export oriented
industrializationin the country.
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Table 14: SEZs in BIMSTEC Countries

Thailand Government of Thailand is developing SEZs in 10 provinces near its border with
neighbouring ASEAN countries. These provinces are: Tak, Mukdahan, Sa Kaeo, Trat,
Songkhla, Chiang Rai, Nong Khai, Nakorn Phanom, Kanchanaburi, and Narathiwat.

Nepal Government has declared to develop SEZs in 14 locations: Bhairahawa, Dhanusha,
Dhangadhi, Simara, Panchkhal, Nuwakot, Jumla, Biratnagar, Kaspilvastu, Nepalgunj, Jhapa,
Rautahat, , Siraha, Gorkha.

Sri Lanka Government of Sri Lanka has developed 14 special zones including export processing
zones and industrial parks for promoting exports. Some of these are Kandy, Malwatta,
Wathupitiwela, Sooriyawewa, Mirijjawela etc.

Bhutan Government is developing four industrial estates viz. Sarpang, Mongar, Samtse and
Samdrupjongkhar.

Myanmar There are three SEZs being developed in the country: Kyauk Phyu in Rakhine State, Dawei
in the Thanintharyi Region and the Thilawa in Yangon Region

Bangladesh | There are 55 government-owned special economic zones and 11 private owned zones in
Bangladesh.

India There are 335 notified SEZs, of which 223 are operational.

Source: MVIRDC World Trade Centre Mumbai

Myanmar has embarked on a remarkable economic reform program to attract foreign investment, improve ease of
doing business and bring efficiency in state-owned enterprises. Government of Myanmar can create road shows and
seminars in BIMSTEC countries to create awareness about its recent reform measures and how foreign investors can
benefit from them. In 2017, the Government of Myanmar introduced Myanmar Companies Law (MCL) to promote
foreign investment in the country. Some of the key provisions of this law are relaxing foreign investment norms in local
companies, abolishing separate trade permit for foreign companies, protecting interests of minority shareholders and
strengthening corporate governance standards.

Foreign companies contribute around 20 per cent to the exports of Myanmar. Companies from BIMSTEC countries can
also set up export oriented units in Myanmar by taking advantage of the trade facilitation measures introduced by the
Government of Myanmar in recent years. In February, 2018, the Government of Myanmar released a “negative list” for
products requiring an export license. Under this list, exporters need to get license only for 3,345 product items out of
11,146 items (based on 9-digit Harmonized System (HS) code). Therefore, companies in BIMSTEC countries can explore
investment opportunities in those goods where exportlicenses are not required. Some of the products on which export
license requirementhas beenrelaxed are agriculture and processed food, footwear and garments and machineries.

Coordination among BIMSTEC countries in SEZ projects can be the initial step to setup a full-fledged customs union in
future. BIMSTEC countries can relax norms on cross-border movement of labour, capital and goods among these SEZs.
Investing in each others’ SEZ projects will provide renewed impetus to expedite cross-border infrastructure projects
such asroad, rail and waterways connectivity, rationalization of customs procedures for movement of goods etc.

Sustainable Development

BIMSTEC countries have made tremendous progress in recent years in reducing poverty, improving social indicators
such as education and healthcare. As a result of this progress, countries such as Bhutan, Bangladesh and Myanmar
have started meeting the United Nation'’s criteria for graduating from LDC status. Despite this progress, considerable
proportion of the population in this region suffers from extreme poverty, lack of access to sanitation and healthcare.
According to Food and Agriculture Organization (FAO), 30 per cent of the world's undernourished people live in BIMSTEC
countries (seethe Table 15).
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Table 15: Number of people undernourished (in millions)*

Bangladesh 24.4
Bhutan NA
India 190.7
Myanmar 9.1
Nepal 2.3
Sri Lanka 4.6
Thailand 6.5
World 789.1
BIMSTEC/World (in %) 30.11
* 3-year average 2014-16
Source: FAO

Progress is also needed in addressing income inequality, malnutrition among children and maternal mortality.
Agriculture remains the major source of livelihood for people in the BIMSTEC countries. Even in Thailand, which has the
highest per capitaincome among BIMSTEC countries, poverty and inequality are major policy challenges. The long term
solution to address poverty in BIMSTEC countries is to make agriculture sustainable. This is because majority of the
population depend on this sector for their livelihood. Therefore, there is a need for cooperation at the BIMSTEC regional
level to promote food and nutritional security and evolve climate resilient agricultural practices. Although countries
such as Nepal and Bhutan have huge potential in agriculture and forestry, they remain untapped because of lack of
commercialization, uneconomical land holding, poor access to markets, use of obsolete farm technologies etc.
Agriculture institutions in India, Thailand and Sri Lanka can assist Nepal and Bhutan in addressing these issues and
tapping the full potential of their agriculture and forest sectors.

Myanmar, which has emerged from prolonged period of military regime and international economic sanction, is facing
several developmental challenges. People in the country have poor access to power, as only 33 per cent of the
population has access to the national electricity grid. Power distribution and transmission companies in other BIMSTEC
countries can work with Government of Myanmar to upgrade power transmission and distribution infrastructure. This
will provide business opportunities for power companies in the BIMSTEC countries and it will also improve power
infrastructure in Myanmar. Policymakers must consider the feasibility of setting up transmission infrastructure to
export hydropower from Nepal and Bhutan to Myanmar.

Another major development challenge faced by all the BIMSTEC countries is extreme climatic condition such as
drought, cyclone and flood, which damages agriculture productivity. Bhutan, located in hilly terrain, is prone to natural
disasters such as land slide, flashfloods, earthquakes and so on. The country depends largely on grants and aid from
India to finance its development projects. The country has developed hydroelectric power projects and other
infrastructure by raising external debt (which stands at 99 per cent of GDP)®. India has contributed 90 per cent of
Bhutan's external debt for hydroelectric power projects. Occurrence of natural disasters, mentioned above, can cripple
the economy’s ability to repay its external debt.

Other countries such as Bangladesh, Myanmar and Sri Lanka are also prone to natural disasters as explained in the
Table 17. Government of Thailand has introduced the Climate Change Master Plan (2012-2050) to mitigate the impact
of climate change induced natural disasters on rural and urban economies. Other BIMSTEC countries are also taking
steps to combat the menace of climate change. However, these efforts will be more effective if individual countries
borrow the expertise and technologies of other member countries by evolving a coordinated strategy.

*World Bank, July 25,2017
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Table 16. Country-wise Targets for Improving Income Levels

Countries |Target
Bangladesh is the largest least developed country (LDC) in terms of

population and economic size. For the first time, the country met
UN's three criteria for graduating from the LDC category in March
2018. The country will have to meet the graduation criteria for a
second time at the next triennial review in 2021 to become eligible
to be considered for graduation.

Bangladesh

For the first time, Bhutan met the three criteria of UN for graduation
from LDC category in 2015. Bhutan also satisfied the three criteriain
Bhutan [the second triennial review of UN in 2018. Government of Bhutan has
requested the UN to make the graduation effective after the
conclusion of its 12th National Development Plan 2018-2023.

For the first time, Myanmar met UN's three criteria for graduating
from the LDC category in March 2018. The country will have to meet
the graduation criteria for a second time at the next triennial review
in 2021 to become eligible to be considered for graduation.

Myanmar

According to World Bank's per capita income criteria, Indiais a low
middle income country. India has not set any target for becoming
India high middle income country. However, in 2017, World Bank's Chief
Executive Officer (CEO) Kristalina Georgieva expressed confidence
that India will be a high middle income country by 2047.

The country aims to graduate from Least Developed Country category
Nepal to a middle-income country, and achieving the Sustainable
Development Goals by 2030

According to Vision 2025, the Government of Sri Lanka aims to
transform the country into a rich nation by 2025. The government

Sri Lanka |@ims to achieve this objective by transforming the country into a hub
of the Indian Ocean, with a knowledge-based, highly competitive,
social-market economy

Thailand has introduced the most ambitious economic development
model 'Thailand 4.0' to overcome what it calls 'middle income trap',
Thailand 'inequality trap', and 'imbalanced trap'. Thailand 4.0 aims to increase
the country's per capita income from the present USD 6,593 USD to
USD 15,000 by 2032.

Source: MVIRDC World Trade Centre Mumbai
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Table 17.Climate Change Risks and Collaborative Solution

Country

Challenges

Collaborative Solution

Nepal

Nepal is endowed with huge potential for
development of sustainable agriculture, eco-
tourism, water resources,

renewable energy, non-timber forest
products etc. However, the country is
located in an ecological zone that is
vulnerable to natural and human-induced
disaster.

BIMSTEC countries must
support Government of Nepal
in adopting sustainable
forestry practices to maintain
land fertility, prevent soil
erosion and protect watershed
areas.

Sri Lanka

Floods and drought are the major risks to
the economic performance of the country.
The country's economic growth fell to a 16-
year low of 3.1% in 2017 largely because of
drought in the country.

Thailand

Thailand is the leading producer and
exporter of rice in the world after India.
However, the country is prone to frequent
drought and flooding. In 2010, the country
suffered the worst drought ever seen in the
previous 20 years. The country again faced
severe drought situation in 2015-16, thereby
affecting farm production and rural livelihood.
In the year 2011, Thailand faced severe
flooding, which caused considerable crop
damage. Thailand is expected to face similar
challenges in future as well because of
climate change.

Agriculture research
institutions and farm extension
bureaus in BIMSTEC
countries must conduct joint
research projects in climate
resilient farming. Also, the
space research agencies of
the BIMSTEC countries can
collaborate on exchange of
satellite imagery and other
data required for advaned
weather forecasting.

Bhutan

The topography of Bhutan is prone to several
environmental disasters such as
earthquakes, flashfloods, cyclones,
windstorms and landslides. These disasters
not only damage the downstream human
settlement but also destroy agriculture and
hydroelectric power plants. Snow and
glaciers are the major sources of rivers and
lakes in Bhutan. Therefore, melting of
glaciers (due to climate change) can cause
Glacial Lakes Outburst Floods (GLOF).

BIMSTEC countries must
work with the Government of
Bhutan in its efforts towards
disaster prevention and
preparedness. BIMSTEC
countries can also provide
technical and professional
assistance to Bhutan in
hazard mapping for the entire
country.

Bangladesh

The low-lying topography of Bangladesh has
rendered the country vulnerable to severe
flooding and tropical cyclones. The country
is also exposed to other natural disasters
such as earthquake and drought. According
to the World Bank, around 70-80% of the
country's population is potentially exposed
to these disasters.

Myanmar

Myanmar is identified as second most
vulnerable country (out of 187 countries in
the 2016 Global Climate Risk Index) to
natural disasters such as floods, cyclones,
earthquakes, landslides, and droughts.

In the BIMSTEC region, India
has advanced satellite and
imaging technologies for
disaster risk reduction. The
National Disaster Response
Force (NDRF) of India has
conducted a 4-day BIMSTEC
Disaster Management
Excercise in October 2017.
Similar joint initiatives must be
conducted at frequent intervals
and India must share its
space and imaging
technologies for the benefit of
disaster prone countries such
as Bangladesh and Myanmar.

Source: MVIRDC World Trade Centre Mumbai
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10. Policy Recommendations

There is tremendous scope for policymakers, industry bodies and civil society in BIMSTEC countries to partner for
enhancing the socio-economic wellbeing of the people. Policymakers in the BIMSTEC countries must work together by
leveraging the unique strength and opportunities offered by this regional cooperation. Policymakers must also take
collective actions to address the key threats and weaknesses inherent in this region. The following chart shows the key
strengths, opportunities, threatand weakness in this bloc.

STRENGTH

® Physical Proximity and access to ocean
® Some BIMSTEC countries have already signed SAARC and
India-ASEAN FTAs

© Significanttrade and investment ties
® Most nations enjoy political stability
© No border disputes

THREAT

©® Dominance of China in BIMSTEC as major trade partner and
infrastructure developer

@ Falling exchange rate, making trade costly

© Delay in project completion

@ Rise in non-political forces and security threats

® Natural disasters

SWOT

Analysis

OPPORTUNITY WEAKNESS

® Development of ocean, road, rail and water
transport connectivity

® Livelihood projects, education and healthcare
projects

© Scopeforintroducing rupee-denominated trading
0 Vast market for trade, and scope of technology transfer

® Out of seven member countries, four are Least
Developed Countries (LDCs). These countries are
highly vulnerable to economic shocks

@ Political instability in some member countries

® High cost of trading because of poor transportinfrastructure
@ Rising debt and unfavourable credit ratings

© Blue economy-based development ® Displacement of population, climate change, etc.

Compiled by MVIRDC World Trade Centre Mumbai

The Study proposes the following policy suggestions keeping in mind the above strengths, opportunities, weaknesses
andthreatsinherentinthe bloc.

1. Cooperation for Development of SMEs: Members of the BIMSTEC countries must take joint efforts to support their
SMEs in marketing, technology, finance and skill development. In this regard, itis worth mentioning that India’s Ministry
of Micro, Small and Medium Enterprises (MSMEs) is setting up Technology Centres and Vocational Training Centres in
Myanmar and Sri Lanka. The government must set up similar Centres in other BIMSTEC member countries. Similarly,
the Government of India must also organize BIMSTEC SME Convention that will serve as a platform for SMEs in the
member countries to network and identify business opportunities in other member countries. This Convention must
be organised onceinayear oronceintwo years, depending on the response received from SMEs in the region.

The Government of India, in collaboration with other member countries, must also promote exchange of data on SMEs
by setting up an online database and SME trade facilitation desk. Such a database will have sector-wise directory of
SMEs in BIMSTEC countries. The SME trade facilitation desk must offer a range of complimentary and fee-based trade
promotion services to SMEs inthe member countries.

2. Containing the Contagion Effect: BIMSTEC countries must be wary of the trade diversion effect while signing FTAs
with non-BIMSTEC countries. In this context, China's proposed FTAs with Sri Lanka and Bangladesh must be carefully
monitored. The net impact on welfare of economies that become a part of a regional bloc such as BIMSTEC could be
positive if export oriented firms can achieve economies of scale. To be able to do so, these firms must be given
preferential access to a wide regional market. The signing of multiple external bilateral or multilateral agreements by
member states could extend such access to economies beyond the trading bloc and hence neutralize the long term
positive impact of aregional market on BIMSTEC economies.

3. Improving Trade Facilitation: Trade facilitation measures such as modern customs verification infrastructure and
road, rail and air connectivity can enhance cross-border cargo movement between Bhutan, Nepal, Myanmar and
Bangladesh. The borders of Nepal and Bangladesh are separated by an Indian corridor of only 51 km wide. But because
of high transaction cost, traders in Bangladesh prefer to trade with Middle East and European Union countries instead
of trading with neighbours. For instance, according to industry reports, it takes 31 days to export lentils from Nepal to
Bangladesh and 28 verified documents. If members take measures to simplify customs trade procedure, it can reduce
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trade cost by 5.4 per cent.

4. Promoting Trade through e-Commerce: BIMSTEC countries must develop framework for cross-border trade
through e-commerce and also set up appropriate regulatory and institutional mechanism to enable digital payment for
such trade. Promoting e-commerce trade will facilitate SMEs, start-up enterprises, artisans and craftsmen to engage in
cross-border trade in a cost-effective way. BIMSTEC countries may also set up a payments council, as done by the SAARC
countries, to create an institutional mechanism for electronic and other modes of funds transfers among traders and
investors across the borders.

5. Prioritization of Sectors of Cooperation: The markets that BIMSTEC seeks to integrate have complementary
sectors. Power, healthcare and tourism are epitomes of such sectors. For instance, according to the World Bank,
increasing the generation capacity of power generating countries according to their respective factor endowments
(hydroelectricity in the case of Bhutan and Nepal) can yield a significant reduction in electricity supply cost per annum.
This is due to the complementary nature of seasonal demand in India, Bhutan, Bangladesh, Nepal, Myanmar and Sri
Lanka. If such complementarities can be identified and tapped into, BIMSTEC can provide a positive productivity shock
in member economies. Besides, BIMSTEC countries must prioritize the areas of cooperation. At present, there are 14
sectors of regional cooperation in BIMSTEC, which should be rationalized in view of delivery of mandates as well as
optimal use of resources.

6. Harmonisation of Standards and Mutual Recognition Agreement: As laid out in the Foreign Trade Policy 2020, a
key priority for India is to leverage its trade relations to foster competitiveness in its exports. In order to do so, it must be
able to subject its domestic economy to high international product quality standards and best practices. Therefore,
BIMSTEC economies must work on harmonisation of standards to create an integrated value chain across sectors. This
will reduce non tariff barriers and promote intra-regional trade. Another advantage of harmonisation of standards and
integrated value chain is that it will lead to economies of scale and thus growth in marginal factor productivity. BIMSTEC
countries can also sign a regional Mutual Recognition Agreements (MRAs) in services sectors such as healthcare,
education, tourism and other commercial services to promote collaboration in these fields. A regional standards
authority for BIMSTEC would pave the way for building regional value chains.

7. Promotion of Cultural Relations: A key dimension of cooperation in services sector is the promotion of cultural
exchange. BIMSTEC countries must conduct cultural festivals, film festivals and other cultural exchange programmes to
create awareness about their culture and tradition and thereby strengthen bond among their people. Cooperation in
the education sector is also a key aspect of services trade that can promote BIMSTEC partnership. Under this
cooperation, BIMSTEC countries must encourage exchange of students, mutual recognition of academic certifications,
exchange of best practices on vocational training, joint establishment of universities and centres of excellence, among
otherthings.

8. Strengthening BIMSTEC Secretariat: BIMSTEC now has a permanent secretariat at Dhaka with a Secretary General
at its Head. However, to drive the regional cooperation agenda in BIMSTEC, Secretariat must be strengthened with
additional financialand humanresources. Stronger Secretariatis prerequisite to drive the regional integration process.

9. Promoting Tel-medicine and Tel-education: BIMSTEC countries can also adopt information and communication
technologies to improve access to high quality education and healthcare. India’s premier medical institute Jawaharlal
Institute of Postgraduate Medical Education and Research, Puducherry (JIPMER), is the nodal center for BIMSTEC
telemedicine network. BIMSTEC countries must scale up this initiative by bringing more public and private medical
institutions under this telemedicine network so that people living in remote areas can access high quality diagnosticand
medical assistance. Similar initiative must also be extended to the education sector to promote e-learning. Under this
initiative, Universities of Excellence and other premier educational institutions in BIMSTEC countries can extend online
courses to studentsin remote areas in member countries.

10. Collaboration in Space Research: The sphere of services trade also includes collaboration in satellite launching

and other space research and development services. Cooperationin the space technologies will benefit all the member
countriesinsectors such as weather forecasting, disaster management, television broadcasting, among others.
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11. Fourth BIMSTEC Summit Declaration, Kathmandu,

Nepal (August 30-31, 2018)
August 31,2018

"Towards a Peaceful, Prosperous and
Sustainable Bay of Bengal Region”

We, the Prime Minister of the People’s Republic of
Bangladesh, the Chief Advisor of the Kingdom of Bhutan,
the Prime Minister of the Republic of India, the President
of the Republic of the Union of Myanmar, the Prime
Minister of Nepal, the President of the Democratic
Socialist Republic of Sri Lanka, and the Prime Minister of
the Kingdom of Thailand, met in Kathmandu on 30-31
August 2018 for the Fourth BIMSTEC Summit; and

Reaffirming the firm commitment to the principles and
purposes of BIMSTEC as enshrined in the 1997 Bangkok
Declaration;

Recalling the Third BIMSTEC Summit Declaration (Nay Pyi
Taw, 4 March 2014) and the BIMSTEC Leaders’ Retreat
Outcome Document(Goa, 16 October 2016);

Affirming the solemn commitment to making the Bay of
Bengal Region peaceful, prosperous and sustainable by
building on our common strengths through our
collective efforts;

Being convinced that geographical contiguity, abundant
natural and human resources, rich historical linkages
and cultural heritage present great potentials for
promoting deeper cooperationin identified core areasin
theregion;

Recognizing that eradication of poverty is the greatest
regional challenge in realization of development
objectives and expressing firm commitment to working
together for the implementation of the Agenda 2030 for
Sustainable Development; Acknowledging that
enhanced inter-linkages and inter-dependence within
the economies and societies in the BIMSTEC Member
States provide greater opportunity to advance regional
cooperation;

Underlining the importance of multidimensional
connectivity, which promotes synergy among
connectivity frameworks in our region, as a key enabler

60

to economicintegration for shared prosperity;

Taking into consideration the importance of trade and
investment as one of the major contributing factors for
fostering economic and social development in the
region.

Recognizing the special needs and circumstances of the
least developed and land-locked developing countries in
the region and underlining the necessity to provide
meaningful supportto their development process;

Recognizing that terrorism and transnational organized
crimes continue to pose a great threat to international
peace and security including in the BIMSTEC countries
and stressing that combating terrorism and
transnational organized crimes require sustained efforts
and cooperation and comprehensive approach involving
active participation and collaboration of the Member
States;

Reaffirming strong commitment to making BIMSTEC a
dynamic, effective and result-oriented regional
organization for promoting a peaceful, prosperous and
sustainable Bay of Bengal Region through meaningful
cooperation and deeperintegration;

Stressing the need for a fair, just, rule-based, equitable
and transparent international order and reaffirming
faith in the multilateralism with the United Nations at the
centre and the rule-based international trading system;

Underscoring the importance of robust institutional
arrangements to effectively steering the process of
regional cooperation under BIMSTEC;

Taking Note of the participation and concurrence by the
Chief Advisor of the Interim Government of Bhutan to
the Summit decisions and its outcome documents on an
ad referendum basis, as these are subject to
endorsementby the next elected government;



Do hereby:

Recall the principles enshrined in the 1997 Bangkok
Declaration and reemphasize that cooperation within
BIMSTEC will be based on respect for the principles of
sovereign equality, territorial integrity, political
independence, non-interference in internal affairs,
peaceful co-existence and mutual benefit.

1. Agree to intensify our efforts to realize the objectives
and purposes of BIMSTEC as embodied in the 1997
Bangkok Declaration, and reiterate our pledge to work
collectively towards making BIMSTEC a stronger, more
effective and result-oriented organization for achieving a
peaceful, prosperous and sustainable Bay of Bengal
Region.

2. Resolve to achieve, leveraging on BIMSTEC's unique
position as a bridge linking South and Southeast Asia, an
enhanced level of economic and social development in
the region, and remain fully committed to consolidate
and deepen cooperation among Member States towards
transforming our organization into an effective platform
to promote peace, prosperity and sustainability.

3. Deplore terrorist attacks in all parts of the world
including in BIMSTEC countries and strongly condemn
terrorism in all its forms and manifestations wherever
and by whomsoever committed and stress that there can
be no justification whatsoever for any act of terrorism.
Affirm that the fight against terrorism should target not
only terrorists, terror organizations and networks but
also identify and hold accountable States and non-State
entities that encourage, support or finance terrorism,
provide sanctuaries to terrorists and terror groups and
falsely extol their virtues. Reiterate our strong
commitment to combat terrorism and call upon all
countries to devise a comprehensive approach in this
regard which should include preventing financing of
terrorists and terrorist actions from territories under
their control, blocking recruitment and cross-border
movement of terrorists, countering radicalization,
countering misuse of internet for purposes of terrorism
and dismantling terrorist safe havens.

4. Repose our faith unequivocally in the principles and
purposes of the Charter of the United Nations and strive
to strengthen the multilateral system by reforming its
rules, institutions and instruments to make it relevant to
contemporary global challenges and agree to work
together to present a collective voice to safeguard our
collective interests for a fair, just, rule-based, equitable
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andtransparentworld order.
INSTITUTIONAL REFORM

5. Decide to task the BIMSTEC Secretariat to prepare a
preliminary draft of the charter for the organization,
building on the 1997 Bangkok Declaration, defining a
long-term vision and priorities for cooperation, clearly
delineating roles and responsibilities of different layers
of institutional structure and decision-making processes,
for consideration by the BIMSTEC Permanent Working
Committee (BPWC) and other higher bodies with a view
to adopting it by the Fifth Summit; and agree to task the
BPWC to develop the Rules of Procedure (RoP) for the
BIMSTEC Mechanisms.

6. Decide to establish a BIMSTEC Permanent Working
Committee to deal with administrative and financial
matters of the Secretariat and the BIMSTEC Centers and
Entities, as well as to prepare schedule of meetings,
prioritize and rationalize the organization’s activities.

7. Direct the relevant Ministries/national agencies of our
respective governments to explore the possibility of
establishing a BIMSTEC Development Fund (BDF), at an
appropriate time, with voluntary contributions from the
Member States, which will be utilized for research and
planning of BIMSTEC and financing of projects,
programmes and other activities of BIMSTEC Centers
and Entities as agreed upon by the Member States.

8. Agree to enhance the institutional capacity of the
BIMSTEC Secretariat, including through financial and
human resources, in order to enable it to coordinate,
monitor and facilitate implementation of BIMSTEC
activities and programmes; and initiate project
proposals as agreed by the Member States as well as
fulfil any other responsibility entrusted to it in an
effective and efficient manner and agree to raise the
numbers of Directors to seven, one from each Member
State, in astaggered manner.

9. Acknowledge the importance of enhancing the
visibility and stature of BIMSTEC in international fora by,
inter alia, forging common positions, as appropriate, on
issues of common interest and seeking group
recognition in various multilateral organizations,
institutions and processes.

10. Emphasize the need to accelerate progress in the
core areas of cooperation and to review, restructure and
rationalize the existing areas of BIMSTEC cooperation



and streamline the operational modalities for activities,
implementation of programmes and projects under
BIMSTEC for bringing out tangible results. Welcome
Thailand’s concept paper on the Reprioritization of
BIMSTEC Pillars of Cooperation proposing to streamline
to five pillars which will be subjected to further
discussion in the BIMSTEC Permanent Working
Committee.

11.Agreeto take up on priority basis the legal documents
and instruments that are pending for internal approval
process for finalization and ratification.

12.Commend therole of Lead Countries for the progress
made in the respective sectors, as annexed to this
declaration, and encourage them to accelerate their
efforts to make further progress.

13. Express our appreciation for former Secretary-
General Mr. Sumith Nakandala’s valuable contribution in
advancing the work of BIMSTEC during his tenure and
welcome the appointment of Mr. M. Shahidul Islam of
Bangladesh as the Secretary General of BIMSTEC.

14. Convey deep appreciation to Nepal for the able
stewardship of BIMSTEC from March 2014 and welcome
SriLanka as the new Chair of BIMSTEC.

15. Reiterate the commitment to timely holding of
Summit and other meetings of the BIMSTEC
mechanisms to intensify the process of regional
cooperation.

16. Agree to make our directives, commitments and
statements of our positions on sectoral review expressed
atthe Annexure as part of this Declaration.

17. Express our sincere appreciation to the
Government of Nepal for the warm hospitality and the
excellentarrangements made for the Summit.

Annex to the Fourth BIMSTEC Summit
Declaration

Sectoral Review
Poverty Alleviation

1. Reiterate our commitment to the eradication poverty
in the Bay of Bengal Region by 2030 in line with the 2030
Agenda for Sustainable Development and call for
effective implementation of the BIMSTEC Poverty Plan of
Action and for gearing up efforts of all sectors to
contribute to the over-arching goal of poverty alleviation.

62

SN BIMSTEC - A Vibrant Economic Bloc | —

2. Express commitment to nurturing our workforce by
taking concrete measures to provide decent job
opportunities for them through increased investment in
service and productive sectors of national economy.

Transport and Communications (Connectivity)

3. Reiterate our resolve to establish seamless multi-
modal transportation linkages and smooth,
synchronized and simplified transit facilities through the
development, expansion and modernization of
highways, railways, waterways, sea routes, airways in the
region and direct our respective authorities to speed up
their efforts to conclude the BIMSTEC Coastal Shipping
Agreement and the BIMSTEC Motor Vehicle Agreement
as early as possible taking into account the special
circumstances and needs of the Member States.

4. Note with satisfaction the preparation of the draft
BIMSTEC Master Plan on Transport Connectivity and call
for its early adoption and thank the Asian Development
Bank for providing support to prepare the Master Plan
and task the BIMSTEC Transport Connectivity Working
Group (BTCWG) to work out the modalities for its
implementation, giving due attention to the special
circumstances and needs of the Member States. We
agree that the Master Plan would serve as a strategic
document that guides actions and promotes synergy
among various connectivity frameworks, such as the
ASEAN Master Plan on Connectivity 2025 (MPAC 2025),
the Ayeyawady - Chao Phraya- Mekong Economic
Cooperation Strategy (ACMECS), to achieve enhanced
connectivity and sustainable developmentin our region.

5. Decide to establish a Working Group to deal with
information technology and communications related
matters with a view to provide greater access, more
affordable and high-speed internet and mobile
communications to the peoples of the region. In this
regard, we welcome the offer of the Government of India
to host a BIMSTEC Ministerial Conclave at the India
Mobile Congress 2018 being held in New Delhi from 25-
27 October 2018 on the theme "New Digital Horizons:
Connect, Create, Innovate”, and encourage all Member
States to participate init.

Trade and Investment

6. Renew our commitment to an early conclusion of
BIMSTEC Free Trade Area (FTA) negotiations, and direct
the BIMSTEC Trade and Economic Ministerial Meeting
(TEMM) and its subsidiary bodies including the Trade



Negotiating Committee (TNC) to expedite finalization of
all related Agreements of the BIMSTEC FTA as early as
possible; and express our satisfaction on the progress of
negotiation on the Agreement on Trade in Goods and the
Agreement on Customs Cooperation and also direct our
respective Ministries/Agencies to participate regularly in
TNC Meetings.

7. Agree to revitalize the activities of BIMSTEC Business
Forum and BIMSTEC Economic Forum to further
strengthen Government-Private sector cooperation for
the promotion of trade and investment and task the
Expert Group on BIMSTEC Visa Matters to continue
negotiation for finalization of the modalities for the
BIMSTEC Visa Facilitation.

8. Welcome the offer of India to host a BIMSTEC Startup
Conclave in December 2018, and encourage all Member
States to participateinit.

Counter Terrorism and Transnational Crime

9. Reiterate our position that terrorism continues to pose
a serious threat to peace and stability in our region and
reaffirm our strong commitment to combat terrorism in
all its forms and manifestations and agree to taking
appropriate measuresin thisregard.

10. Look forward to the signing of the BIMSTEC
Convention on Mutual Legal Assistance in Criminal
Matters; call upon the Member States for its early
ratification and express satisfaction that many Member
States have ratified the BIMSTEC Convention on
Cooperation in Combating International Terrorism,
Transnational Organized Crime and lllicit Drug
Trafficking and call upon the remaining Member State to
doso.

11. Express our determination to strengthen
cooperation and coordination among the law
enforcement, intelligence and security agencies; and
decide to hold meetings at the level of BIMSTEC Home
Ministers and continue with the BIMSTEC National
Security Chiefs meetings as part of promoting
cooperation and coordination on counter terrorism and
transnational crimes.

12. Welcome the offer of Thailand to host the Third
Meeting of the BIMSTEC National Security Chiefs in
March 2019.
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Environment and Disaster Management

13. Encourage closer cooperation in disaster
management through sharing of information, including
early warning system, adoption of preventive measures,
rehabilitation and capacity building and agree to build on
the existing capacities in the region and decide to
establish an Inter-governmental Expert Group to
develop a plan of action to improve preparedness and
coordination for responding to natural disasters in the
Bay of Bengal Region.

Climate Change

14. Express our serious concerns over environmental
degradation, adverse impact of climate change and
global warming on the fragile Himalayan and mountain
eco-systems and their inter-linkages with the Bay of
Bengal and Indian Ocean and resolve to strengthen
cooperation to protect and preserve the environment to
address, inter alia, the adverse impact of climate change
on the lives and livelihoods of our peoples; explore the
possibility to establish an Inter-governmental Expert
Group to develop a plan of action for collective response
to climate change for the region; reaffirm our
commitments to operationalize the Paris Agreement, in
accordance with principle of common but differentiated
responsibilities and respective capabilities (CBDR & RC),
taking into account different national circumstances and
equity.

Energy

15. Recognize the high potentials of energy resources in
the region, particularly renewable and clean energy
sources, and agree to expedite our efforts to develop a
comprehensive plan for energy cooperation by working
closely with each other within the region and decide to
constitute an intergovernmental group of experts to
enhance energy cooperation including in hydro-power
and other sources of renewable energy.

16. Remain committed to providing uninterrupted and
affordable power supply for the economic development
of our peoples, including through energy trade; welcome
the signing of the Memorandum of Understanding on
BIMSTEC Grid Interconnection and instruct the relevant
agencies to take concrete measures to initiate
harmonization of technical, planning and operational
standards for removing barriers to grid interconnections
and also ensure early establishment of a BIMSTEC Grid
and call for an early operationalization of the BIMSTEC



Energy Centre in order to strengthen energy cooperation
intheregion.

Technology

17. Agree to enhance cooperation for development,
access and sharing of affordable technologies - including
for Micro, Small and Medium Enterprises for promoting
sustainable development across sectors and welcome
the efforts of the Member States towards the signing of
the Memorandum of Association on the Establishment
of BIMSTEC Technology Transfer Facility in SriLanka.

18. Also agree to focus cooperation in human resources
development and education for the advancement of
technology in the region, keeping in mind the need to
address the disruptive impacts of technology

Agriculture

19. Decide to deepen cooperation in the agricultural and
allied sectors, including crops, livestock and horticulture,
farm machinery and harvest management so as to
increase productivity and profitability of agricultural
produce in a sustainable manner; task the relevant
authorities to intensify cooperation to attain food and
nutritional security; and preserve and promote
knowledge about traditional farming by appropriately
linking both traditional and modern farming, and
reducing costs, enhancing income and mitigating risks
for farming communities, with the objective of
facilitating agricultural trade among member countries
and making contribution to the poverty alleviation, job
creation, and improvement of quality of life of the
masses in our nations.

20. Welcome the offer of Myanmar to host the 1st
BIMSTEC Ministerial Meeting on Agriculture by 2019 and
the offer of India to host the BIMSTEC Seminar on
Climate Smart Farming Systemsin 2019.

Fisheries

21. Stress on continued cooperation in conservation,
management and sustainable use of marine resourcesin
the region; agree to deepen cooperation in fisheries to
ensure food security and improve livelihoods of people
in our region and task the relevant national agencies to
explore the possibility of meaningful collaboration to
promote sustainable marine fisheries and direct the
relevant authorities to explore how the landlocked
Member States can benefitfrominland fisheries.
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Public Health

22.Agreeto expand cooperationin our efforts to address
non-communicable diseases as well as trans-national
public health issues that threaten the economic and
social progress of the peoples of BIMSTEC region,
including HIV and AIDS, malaria, dengue, tuberculosis,
viral influenza-including avian and swine influenza and
other emerging public health threats; note the progress
in traditional medicine cooperation; remain committed
to continuing the collaborative activities in this field;
encourage active cooperation among concerned
agencies including in the area of traditional medicine
through exchange of information, sharing of experience,
training of personnel and other concrete programmes to
prevent and contain them; and express appreciation to
Thailand for their efforts for cooperation in traditional
medicine.

People-to-People Contacts

23. Resolve to build a deeper understanding and trust
among Member States and promote people-to-people
contacts at various levels; note with satisfaction the
activities of the BIMSTEC Network of Policy Think Tanks
(BNPTT) in enhancing public awareness about BIMSTEC
and direct the relevant agencies to finalize the terms of
reference (ToR) of BNPTT.

24. Agree to explore possibility of establishing
appropriate BIMSTEC forums for parliamentarians,
universities, academia, research institutes, cultural
organizations and media community to expand the
scope of people-to-people contacts.

Cultural Cooperation

25. Emphasize the need to enhance cultural exchange
among Member States to further strengthen the historic
cultural ties among our peoples; promote mutual
respect and tolerance for cultural diversity; underscore
the importance of Buddhism as a connecting thread in
the region; and remain committed to giving a clear
manifestation to this by establishing a Buddhist Circuit.

26.Agree to hold meetings of BIMSTEC Cultural Ministers
and BIMSTEC Cultural Festival at regular intervals;
welcome the offer of Bangladesh to hold the 2nd
BIMSTEC Ministerial Meeting on Culture and 1st
BIMSTEC Cultural Festival; and strongly encourage our
respective Cultural Ministers to participate in these two
importantevents.



Tourism

27. Agree to take concrete steps to promote intra-
BIMSTEC tourism; task the relevant authorities to devise
strategies considering the emerging opportunities and
building on the past initiatives including the "Plan of
Action for Tourism Development and Promotion for the
BIMSTEC Region” adopted in Kolkata in 2005 and
reinforced by the 2nd BIMSTEC Tourism Ministers Round
Table and Workshop in Kathmandu in 2006; agree to take
concrete measures to facilitate tourism by ensuring
safety and security of tourists, and smooth transport
connectivity; reaffirm our commitment to developing
and promoting Buddhist Tourist Circuit, Temple Tourist
Circuit, ancient cities trail, eco-tourism and medical
tourism; and welcome the offer of Nepal to host a
BIMSTEC tourism conclave in Nepal in 2020, coinciding
with the Visit Nepal Year 2020.

Mountain Economy

28. Underscore the necessity of making concrete efforts

Kathmandu, Nepal
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to ensure the conservation of mountain ecosystems,
including their bio-diversity in order to support
sustainable development; welcome the concept note on
promoting mountain economies in BIMSTEC countries
developed by Nepal to promote cooperation in this area;
and decide to establish an Inter-governmental Expert
Grouptodevelop an action plan.

Blue Economy

29. Emphasize the importance of blue economy and
agree to cooperate in this sector for the sustainable
development in the region and decide to establish an
Inter-governmental Expert Group to develop an action
plan on blue economy, keeping in mind the special needs
and circumstances of the landlocked Member States.

30. Note with satisfaction the hosting of International
Blue Economy Conference in Bangladesh in 2017 with
participation of government representatives from
BIMSTEC Member States.
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Bay of Bengal Economic Community
Prabir De

The Bay of Bengal Initiative for Multi-Sectoral Technical
and Economic Cooperation (BIMSTEC) was established
to expand cooperation among Bay of Bengal countries.
BIMSTEC is a unique regional cooperation initiative in
terms of geographical contiguity and spread, natural
resources and the vast labour force of its member states.
BIMSTEC countries, namely, Bangladesh, Bhutan, India,
Myanmar, Nepal, Sri Lanka, and Thailand, together boast
access to the Indian Ocean and the Himalayas, as well as
natural resources such as oil, gas and hydro power. With
ayoung and vast labour force, the future lies in BIMSTEC
and the Bay of Bengal.

BIMSTEC was established in June 1997 with the Bangkok
Declaration. Objective of BIMSTEC is to accelerate
economic growth and social progress in the region
through joint endeavours. Further, BIMSTEC countries
agree to cooperate more effectively in joint efforts that
are supportive of and complementary to national
development plans of member states. BIMSTEC does not
have a laid down charter. Bangkok Declaration and
directions of the leaders are the guiding principles.

In spite of the solid foundation of geographical contiguity
and shared history and cultural ties, BIMSTEC has yet to
make visible progress in advancing concrete cooperation
among the member states. Two recent developments,
however, have generated renewed hope that BIMSTEC is
poised to take off as a viable regional grouping. First,
BIMSTEC established its permanent Secretariat in Dhaka
in 2014. Second, BIMSTEC cooperation received new
impetus from the Leaders' Retreat, held in Goa on 16
October 2016, wherein the BIMSTEC Leaders pledged to
work collectively towards making BIMSTEC stronger,
more effective, and result oriented. The recently held
fourth BIMSTEC Summit has reemphasized regional
development as a tool for shared prosperity. Figure 1
illustrates the major milestones crossed by BIMSTEC.

While BIMSTEC has long maintained a low profile as a
regional bloc since its humble beginnings in 1997, it has
been growing rapidly in recent years. BIMSTEC is a
natural choice for strengthening South Asia’s linkages
with the Southeast Asia and Indian Ocean region. India’s
Act East Policy (AEP) is a key catalyst to strengthen South
Asia's partnership with Southeast and East Asia. This
opens up enormous opportunities in trade and value
chains within BIMSTEC. Trade is a top priority for
BIMSTEC countries and it currently accounts for over 60
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percent of the grouping's combined GDP. Member
countries constitute 3.8 percent of world trade and intra-
regional trade grew to 6 percent of global trade in 2016.
Tariffs are no longer the major barrier to intra-regional
trade, but cost and time to trade remain relatively high.
At the same time, BIMSTEC countries face huge trade
burden due to wide varieties of non-tariff measures
(NTMs). Growth of intra-regional investment is also
negligible and the region is yet to witness any regional
connectivity projects on the ground.

As the BIMSTEC enters the third decade of its existence, it
is high time to take stock of BIMSTEC's achievements and
chartfuture direction of the organisation. Thereis a need
to review the past and undertake new strategies to help
both BIMSTEC and the global community achieving a new
paradigm for BIMSTEC's integration. The set of articles
presented here make an attempt to fulfil this objective.
Each article tries to capture essential features of the
cross-cutting issues and attempts to draw some policy
implications.

While BIMSTEC countries continue to enhance and
facilitate economic cooperation as it moves toward the
attainment of Bay of Bengal Economic Community,
BIMSTEC countries have cultivated economic
cooperation within the region as well as with its key
external trading partners. Economic cooperationis atthe
forefront of BIMSTEC. Among the BIMSTEC countries,
Myanmar is unique in terms of its strategic location - two
large economies of the world, namely, India and China,
are its immediate neighbours. Myanmar is the bridge-
head between South and Southeast Asia. Myanmar
could wisely use its strategic position to become a
“Golden Gateway” between the Bay of Bengal and the
Heart Land of Asia.

The current state of connectivity in the Bay of Bengal
region is inadequate to support the goal of BIMSTEC,
which is to weave together the fast-growing economies
oftheregioninways that will resultin greater growth and
the creation of conditions for more people to emerge
from poverty. The current state of connectivity contrasts
with thatin historical times. However, the region is on the
cusp of change. Connectivity lies at the core of promoting
enhanced transport linkages and intra-regional trade
and its development requires a set of coordinated
policies and strategies for the provision of the requisite
hard and soft infrastructure. The connectivity needs



implementable proposals. The region may compensate
for its long dormancy by leap-frogging through new
technologies. What would be the big challenge in
connectivity is how quickly we transform India’s
Northeast into a land-linked region. BIMSTEC could be a
potential game changer as countries in the regional
cooperation along with the Northeast India are bound by
geography and linked by history. Connectivity challenges
in case of landlocked country are immensely
complicated. Nepal is one such landlocked country in
BIMSTEC, which has been suffering from its
landlockedness.

The seas around us are gaining new found importance
and there is no doubt that the current century is the
‘century of the seas’. BIMSTEC has a wealth of sea-based
resources and there is a significant potential for
harnessing the ‘Blue Economy’. Investing in the Blue
Economy leads to ecosystem benefits and results in
enhanced public goods and services, which are
invaluable and promote equity. India has made good
progress in harnessing its Blue Economy for inclusive
development. There is, therefore, a need to outline a
comprehensive perspective plan for sustainable
development and growth in different avenues of the
maritime sector. In addition, there is also a requirement
to coordinate and oversee the implementation of the
Blue Economy for development of our maritime interests
so as to enable some of the BIMSTEC countries to
emerge asresurgent maritime nations.

Recent years have shown increasing awareness of the
opportunities offered through stronger regional
cooperation in BIMSTEC. BIMSTEC has, however, made
progress in several other areas such as people-to-people
contacts or energy cooperation. At the same time, it has
also witnessed many failures or slow progress. BIMSTEC
has been facing several challenges that cover a number
of areas, and calls for concerted efforts by the member
statesto overcome.

The Bay of Bengal is an area growing in economic and
strategic importance, derived from its position as the
principal maritime connection between the Pacific and
Indian Oceans and from the good economic prospects of
many Bay of Bengal states. In coming years the Bay of
Bengal may assume a much more central place in the
Indo-Pacific as its economic significance grows but that it
will also benefit from greater regional coordination.
BIMSTEC can play a crucial role in Indo-Pacific. Sino-India
cooperation is of strategic significance. Cooperation
between China and India will eventually strengthen the
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BIMSTEC relations.

BIMSTEC region is a natural contour of the Indian Ocean.
BIMSTEC and IORA are siblings, which are
interconnected through culture, commerce and
connectivity. BIMSTEC and IORA are predominantly
maritime nations and share the ocean to promote
economic and strategic relations. Both face some
common challenges in securing safe navigation. While
both the institutions have been actively engaged in
promoting integration in their own regions, a formal
interaction between them is yet to take place. Clearly,
BIMSEC needs to strengthen its secretariat, and member
states should be generous to provide more financial
support.

Whatis clearis that the BIMSTEC has achieved much over
the last 20 years. But, its success has given rise to new
challenges. Overcoming these challenges will require
strong interventions, both government and private.
Greater investments and improvements in the quality of
cross-border infrastructure will be necessary to
overcome size and geography. More socio-cultural
interactions will build greater sense of ownership of
BIMSTEC among the people of the region. In other words,
a series of measures have to be undertaken to take the
integration process toits next higher level.

A stronger BIMSTEC means a stronger Asia and Indo-
Pacific. BIMSTEC will continue to play a crucial role in
promoting economic integration and inclusive
development over the next 20 years in Bay of Bengal
region.

With support of the World Trade Centre (WTC), Mumbai,
this publication has carried many interesting articles,
which present a glimpse of BIMSTEC in terms of several
aspects of regional cooperation and integration. The
Fourth Summit of BIMSTEC, which was held in
Kathmandu on 30-31 August 2018, has given fresh
direction to its activities. Member countries are now
motivated to drive the BIMSTEC cooperation with new
vigour and dynamism. Articles of this issue help us
understand the important challenges and the way
forward.

[Author is Professor at the Research and Information
System for Developing Countries (RIS), New Delhi. Views
are personal.]
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Figure 1: BIMSTEC Timeline

8102
Puwing

4

91L0¢
e8I}y o9

002
Puwng

pd m

¥00¢
‘Juswoalby

y}lomawel 4
V1d

8002 002
Jwwng 2 ‘Hwwns |

1661
‘Bunssy
[elBISIUIN

9661
Apmis
Ajqises

69



I BIMSTEC - A Vibrant Economic Bloc /| —

Reconnecting the Bay of Bengal

Rohan Samarajiva

Fiber optic cables that snake under the ocean or
underground are the sinews of 21st Century economies.
The data that flow through them coordinate the global
value chains that produce much of the world's wealth.
Until recently, the Bay of Bengal was one of the least
cabled regions of the world.

Bangladesh was connected to world only by the
undersea consortium cable SEA-ME-WE 4 and a few
terrestrial microwave links across the border with India.
Myanmar was connected only by the aged SEA-ME-WE 3
cable and afew links into Thailand.

Shipping movements as depicted in Figure 1 show that
the Bay is lightly traversed. Many passenger and cargo
aircraft overfly the Bay, but few actually connect the cities

Figure 1: Density of the world'’s shipping
Source: B.S. Halpern (T. Hengl; D. Groll) / Wikimedia Commons / CC BY-SA 3.0 ma

in the littoral states. In many cases, transit via hubs such
as Bangkok and Singaporeisrequired.

The present weak state of connectivity appears
inadequate to support the goal of BIMSTEC [Bay of
Bengal Initiative for Multi-Sectoral Technical and
Economic Cooperation] which is to weave together the
fast-growing economies of the region in ways that will
result in greater growth and the creation of conditions
for more people to emerge from poverty.

70

The region now has a population of over 1.3 billion
people (counting only 50 percent of India’s population
and 25 percent of China's) and a combined GDP of over
USD 4trillion. Itis also hometothe largest concentration
of poor peopleintheworld.

The current state of connectivity contrasts with that in
historical times.

Connectivity in the past
The full record of connections across the Bay of Bengal is
lost in the midst of history. Presented here are

illustrative vignettes.

There is evidence of many interactions across the Bay

between the Pallava Kingdom (275 CE to 897 CE) in
Southern India and the Kingdom of Funan, in what is now
Cambodia. In 408 or 409 CE, the Chinese Scholar Monk Fa
Xian(337-422 CE) arrived in Sri Lanka by ship from
Tamralipti, near present-day Kolkata and left for China by
sea via Java. This suggests the existence of commercial
shippingin the Fifth Century.

During the Chola ascendancy (9th to 13th Century), there
was much interaction between the Kingdom of Bagan in
today's Myanmar and the Lankan Kingdom centered on
Polonnaruwa.



Beyond their military alliance against the Chola, the
kingdoms engaged in economic and cultural exchanges.
High-volume, low-value commodities such as rice were
traded. Monks traversed the Ayeryawaddy River and the
Bay to restore the monk order in Lanka, returning the
favor for the flow of Buddhistideas from Lanka.

During the peak of Chola power, the waters now
described as the Bay of Bengal were called the Chola Sea.
Sunil Amrith, in his 2013 book Crossing the Bay of Bengal,
states that the term Golfo de Bengala was first used by
the Portuguese.

Nagapattinam in present-day Tamilnadu was a major
port in Chola times. It continued to serve as a key
commercial port through Dutch times to when the Bay
became a British lake, with many of the littoral states
coming under British rule.

It served as a departure point for migrants to Singapore,
Pinang, Mwalamayne, and Yangon. Visakhapatnam and
Coconada were principal ports for people movement to
Burma under British rule. Sunil Amrith and Amitav
Ghosh, in his Ibis Triology (2008-15), document the
extensive connectivity that existed when the British
colonized theregion.

The Second World War and the ensuing wave of
decolonization resulted in the decrease of connectivity.
Under empire, movement of goods and people were
relatively unhindered. Mobility of labor was actively
promoted by the British who gave priority to commercial
agriculture and resource extraction.

The newly independent states were more intent on
consolidating national identity. Massive movements of
workers and traders from India to littoral states were
halted and in some cases reversed. Singapore and
Malaysia accommodated the descendants of Indian
migrant workers. Sri Lanka took three decades to
resolve its problem of “stateless” people; Myanmar is yet
to complete the task.

Regional economic integration was a low priority for the
newly independentstatesinthe region. Economicissues
were excluded in the Final Declaration of the 1955 Asia
Africa Conference held in Bandung, finding a place only
in the communique.

The value of South-South trade was not appreciated. The
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protectionist elements of the structuralist economics
associated with Raul Prebisch crossed the seas from
Latin America to Asia, but not the prescriptions for
integration of peripheral economies.

As the economies turned inward, connectivity atrophied.
The unhappy partition of British India based on the
peculiar lines drawn by Sir Cyril Radcliffe in 1947 isolated
the North Eastern states of India.

The transportation routes developed during the Second
World War were closed down. Geography and tensions
with the People's Republic of China contributed. Butthe
decisive factor was the withdrawal of Burma from the
world economy. As a result, the Bay of Bengal became a
backwater of commerce and alaggard in connectivity.

Reconnecting

Change is in the air as a result of Myanmar choosing to
end its isolation, improved relations between
Bangladesh and India since 2008, and rapid economic
growth inthe Northern part of the Bay.

In Kyaukphyu in the Rakhine State of Myanmar, a port
has been built with Chinese assistance. The oil and gas
pipeline from the coast to the Yunnan Province have also
been completed, though plans for a railway and road to
carry other goods have been puton hold.

Thailand's plans for a portand industrial zone in Dawei in
the Tanintharyi Region are making progress. This
planned new port on the Andaman Sea will be linked to
the agglomeration of industry around Bangkok by new,
shorter transportation links.

India's Cabinet has approved funding for the Kaladan
Multi-modal Transit Project centered on a port to be
constructed in Sittwe, the capital of Rakhine State.

This project envisages cargo moving between Kolkata
and Sittwe by ship and then via river and rail between
Sittwe and locations in the North Eastern states of India.
The objective is to connect the “seven sister” states of
India's North East with the rest of the country.

It will complement similar transit arrangements being
worked out across Bangladesh, restoring historical
connections disrupted by partition and subsequent
events.



The rationale for new ports along the Myanmar coast,
exceptin the case of Sittwe, is connected to the negatives
associated with the Malacca and the Lombok-Makassar
straits which are now traversed by the many vessels
serving Chinese and Japanese ports. It can be illustrated
by the history of efforts to build the Kra Canal across the
narrowest part of Thailand, the Kralsthmus.

As far back as in 1677, Thailand's King Narai asked a
French engineer to report on the possibilities of building
acanal connecting Songkla and the Andaman coast.

The need to raise ships above the heights achieved in the
Panama Canal was perhaps the principal reason the
canal did not get built. Itisalso possible thatthethreatto
the port of Singapore played a role after the British
becamethe dominant powerintheregion.

The Kra Canal is still under active discussion in Thailand,
with a member of the Privy Council promoting it and the
Prime Minister opposingit.

Unlike in the 19th Century it is no longer necessary to
think of the new transportation options such as the Kra
Canal and the less dramatic ones in Myanmar.
Connectivity is not a zero-sum game in the context of the
massive growth being experienced across Asia.

Unlike in the old days, the new connectivity is not limited
to ships and land transport. Aviation plays an important
role, as does data communication.

New cables are being laid at a fast pace. Hybrid
terrestrial and undersea cables such as the Bay of Bengal
Gateway which traverses Malaysia and entersto oceanin
Pinang is already operational. The high-capacity
undersea cable SEA-ME-WE 5 has already been landed in
several locations alongits path.

The branch cables to Kuakata in Bangladesh and Ngwe
Saung in Myanmar are expected to be completed by the
end of 2016. Chinese telecom operators own shares in
this cable as well as the under-construction AAE 1 cable
though they do not actually touch Chinese soil.

The terrestrial cables connecting Kunming in the Yunnan
Province to the landing point have already been

constructed.

Chinese investments in cables exemplify that country's
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approach to the Bay of Bengal. Given the need to develop
the lagging interior provinces and a strong belief in
infrastructure as supportive of rapid economic growth,
the Chinese government sees the Bay of Bengal as a
critical element of its development efforts.

Some have gone so far as to describe Myanmar's coast as
being seen as China's west coast. Strategic interest in
having option to bypass the “Malacca Trap” is a major
factor.

The Way Ahead

As the economies of the littoral states grow, the need for
connectivity will be heightened. Greater connectivity will
make possible increased economic interactions and
thereby further accelerate growth.

With four of the littoral states among the 10 fastest
growing economies in the world as shown in Figure 2
based on IMF projections. If the adjacent states of
Cambodia and Laos are included six of the 10 fastest
growing economies arein the region.

The considerable investments needed for building the
connectivity infrastructure will cause the littoral states to
look for assistance. Already Chinais active in this regard.
Geopolitical considerations will drive greater
investments by Japan and India, as already evident from
Japan's agreement to finance the Matarbari deep sea
port in Bangladesh and the financing of the Kaladan
project by India, which is actually an Indian domestic
infrastructure project running through Myanmar.

If one of two additional factors come into play,
connectivity willincrease even faster.

The first factor is Myanmar and China reaching
agreement on the conditions for the use of Myanmar's
territory to permit access to the Bay of Bengal. This will
not only assist China, but will also benefit the littoral
states through the rapid development of infrastructure
serving the Bay.

The second factor is the resolution of political issues in
the Bangladesh, China, India, Myanmar (BCIM) Economic
Corridor. At a minimum, this will ease the isolation of the
North Eastern states of India.

At best, this could result in the linking of the terrestrial



Silk Road Belt initiative and the Maritime Silk Road
through the Bay of Bengal in addition to the economic
corridor terminatingin the port of Gwadar in Pakistan.

Chinais already an important actor in efforts to improve
connectivity in the region. Inthe same way that the non-
littoral states of Bhutan and Nepal have been given
membership in BIMSTEC, some kind of formal
association with China would assist in achieving the
common objectives of the member states.

Aless tangible, but perhaps even more important, action
that would help improve connectivity within the Bay of
Bengal region is the development of persuasive
narratives that will grab the imaginations of policy
makers and opinion leaders. When one talks about the
European project, there is a strong narrative involving
war and peace and Jean Monnet. There are plenty of
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stories in the Bay of Bengal. We need to unearth them.
Connectivity by itself will not lift the millions of the poorin
the region out of poverty.

If supplemented by trade agreements and related
measures to enable greater participation in global value
chains and well-designed domestic economic policies,
enhanced connectivity will make the Bay of Bengal
region the next success story of the global economy.

[ProfessorDr. Rohan Samarajiva, Chair, ICT Agency of Sri
Lanka (an apex ICT institution within the Government of
Sri Lanka), Colombo. This is excerpt of the speech
delivered by author at the 2nd BIMSTEC Foundation
Lecture at Chulalongkorn University, Bangkok, Thailand
on 24 August2016.]

Figure 2: Fastest Growing Economies
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BIMSTEC Cooperation: A Win-Win Strategy for
All Member Countries

Aparna Pande

We live in an age of connectivity. Studies show that
countries that are more connected are more prosperous,
more secure and their people lead better lives. Located
at the heart of the Indian Ocean region, India lies at the
heart ofall routes, both onland andvia sea.

The first step towards greater connectivity is a closer
relationship with your immediate neighbors. Before
Partition in 1947, the region of South Asia was one of the
most connected regions in the world. Today, with around
5 per cent of intra-regional trade, South Asia lags far
behind South East Asia (where intra-regional trade
stands at 25 per cent of total trade) and North America
(where NAFTA has ensured
that intra-regional trade
forms 50 per cent of total
trade).

Since the 1990s, India has
championed greater regional &
cooperation and deeper &
physical connectivity within F&
South Asia. Regional
connectivity - trade, tourism
and travel - has been a key
priority for Prime Minister
Narendra Modi's foreign and
economic policy. However,
Pakistan's persistent refusal
to build a closer relationship with India and allow
regional connectivity and transit trade has led India to
champion BIMSTEC as an alternative regional economic
bloc.

BIMSTEC has the advantage of including countries from
both South and South East Asia. It also fits in with India's
Look and Act East policies under which India built closer
economic and security ties with countries of the ASEAN
regional bloc.

Closer economic relationships with India's eastern
neighbors from Nepal and Bhutan to Bangladesh and
Myanmar will benefit India on multiple fronts, political,
economic and security. The more connected,
economically prosperous and developed India's north
eastern states are the more politically stable they will be.
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Closer ties India has with its immediate eastern
neighbors will deepen security cooperation that will help
tackle the insurgent groups and their camps in this
region andin some of the neighboring countries.

Over the last decade through its Belt and Road Initiative
(BRI), China has provided an alternative model of
infrastructure building where it initially provides high
interest loans with no strings attached to countries
across Asia and Africa to help build their infrastructure
from highways to ports. Then, once the countries are
indebted to China, it is able to use the ports as potential
bases and ensure the country's economy is tied to the

Chinese economy.Building infrastructure across the
BIMSTEC region, from the Asian Highway to ports along
the seaboard, will not only boost economic growth but
may also provide an alternative to BRI for this region.
Deepening economic relationships over time will also
help build a security partnership. India has close bilateral
military cooperation with all the countries in the
BIMSTEC region and also has a security relationship with
ASEAN.

[Dr. Aparna Pande is Director, Initiative on the Future of
India and South Asia, Hudson Institute, Washington DC.
Her book 'From Chanakya to Modi: The Evolution of
India's Foreign Policy' was published in July 2017 from
Harper Collins.]
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Imperatives of BIMSTEC Cooperation

Nirupama Soundararajan

As the contours of the global political economy change,
many countries have adopted a “Look East” approach.
Countries in the east recognise the need for an
alternative model for development, preferably one in
which Asia plays a central role. Even within Asia, there
have been concerted efforts in reviving the political and
economic significance of both ASEAN and SAARC. These
recent epiphanies are even more pertinent in the wake
of increased protectionism followed by many western
economies. The recent USA-China trade wars are only
expected to exacerbate the problem further. There is
growing need to increase south-south trade.

In this context, the Bay of Bengal Initiative for Multi-
Sectoral Technical and Economic Cooperation
(BIMSTEC) is filled with economic potential. Though the
BIMSTEC region is one of the world's least economically
integrated regions, the potential economic benefits that
could be gained through enhanced collaboration within
the region is, not surprisingly, high. A combined GDP of
US$ 2.7 trillion, strong GDP growth rates ranging
between 3.5 per cent - 7.5 per cent, rising per capita
incomes, untapped natural resources, and rising levels
of industrialization, only validates the strength of such
an economic union. It has probably been these
parameters that have acted as the guiding principles for
the incumbent government's “look east” policy and the
focus on reviving and fastening the regional
cooperationamong BIMSTEC nations.

The BIMSTEC leaders retreat, organized by the Indian
Prime Minister Narendra Modi in 2016, played a vital
role in increasing the pace of negotiations under the
BIMSTEC umbrella. In the outcome document, the
seven-member states pledged “...to work collectively
towards making BIMSTEC stronger, more effective, and
result oriented,” and emphasised that their
“..geographical contiguity, abundant natural and
human resources, rich historical linkages and shared
cultural heritage provide BIMSTEC the ideal platform to
promote peace, stability and prosperity in our region.”
The significance of this meet was captured by the
statement made by Sumith Nakandala, the then
Secretary General of BIMSTEC, who acknowledged that
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the retreat had given BIMSTEC a clear mandate and
revived the regional grouping. Thus far, things seem to
be moving in the right direction for the BIMSTEC nations,
but probably not as fast as one would have hoped for.
This union lacks a strong autonomous institutional
setup. Currently, the success of BIMSTEC is constrained
by whatwould seem as political trivialities such as regime
changes, only because negotiations are carried forward
by individual heads of states, and through an
institutional set up. For India, this would mean gaining
prominence in the new global political order. However,
for the global economy, it could mean reinforcing the
importance of a new, strong economic bloc that could
lead the way. There is, however, an inherent difference
between economic blocs such as ASEAN/SAARC and
BIMSTEC and that difference lies in their names. ASEAN
and SAARC are political philosophies that would
invariably require political alignment for economic
cooperation. BIMSTEC (hopefully) on the other hand can
steer clear of the political rhetoric of the region and focus
on economic integration. (Sometimes, many times,
economic integration often leads the way to greater
political integration.) The truth to realising the economic
success of BIMSTEC lies in recognising the shared
economic competitive advantage shared by the bloc.

Hence, the success of BIMSTEC also lies in being
recognised as one economic bloc rather than a sum of
multiple economies. An economically strong BIMSETC
foremost progress achieved during a political tenure gets
lost due to regime changes in some nations. Hence,
setting up autonomous trade negotiation institutions
that could potentially undertake trade negotiations and
carry forward those negotiations would ensure
continuity of trade negotiation in the region. This
presents an incredible opportunity for India. For better
or for worse, India has and will continue to act as the
lynchpin for this region. It is therefore incumbent upon
us to own the vision and agenda of BIMSTEC and assume
the leading role in setting up the necessary institutional
infrastructure.

[Ms. Nirupama Soundararajan is Senior Fellow & Head of
Research, Pahle India Foundation (PIF), New Delhi]
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Services in BIMSTEC: Untapped Possibilities
Rupa Chanda and Sudeshna Ghosh

The Bay of Bengal Initiative for Multi-Sectoral Technical
and Economic Cooperation (BIMSTEC) recently
completed 20 years of its establishment. This grouping
is home to 1.5 billion people, with a combined GDP of
over US$ 2.5 trillion and has huge potential for regional
cooperation. Services are an integral part of BIMSTEC's
integration prospects. Of the 14 identified areas of
cooperation under BIMSTEC, several have a bearing on
services, including trade and investment, technology,
transport and communication, energy, health, culture
and people-to-people contact.

The scope for integration is well highlighted by four very
different services; tourism, health, transport and
energy.

Given the civilizational, cultural and historical linkages
among the BIMTEC members, there is much scope to
develop intraregional tourism. This can be achieved
through the establishment of specialized tourist circuits
such as the Buddhist Circuit or the Temple Tourist circuit
or the eco-tourism circuit and the development of

BIMSTEC-specific tourism products. To promote these
circuits, there is agreement among the member
countries to create a network of tour operators and to
formulate a common market strategy including
organizing an Annual Convention on BIMSTEC tourism.
Alongside, countries could consider creating a BIMSTEC
brand for tourism, exploring possibilities for Public-
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Private-Partnership and sharing and exchanging best
practices and safety protocols.

In the area of health, there are opportunities for trade,
investment and cooperation and complementarities
that existamong member countries. Two of the BIMSTEC
members, India and Thailand, are recognized medical
tourism exporters, while some others suffer from
inadequate and poor quality of medical care facilities
causing their patients to import medical services from
other countries, including some within the BIMSTEC
grouping. There are reputed hospital chains among the
BIMSTEC members, which could potentially invest in
other member states through joint ventures and
franchises, and, thus, help expand and improve the
quality of medical care facilities in the region. There is
scope to cooperate in the area of traditional medicine
among BIMSTEC members and to engage in joint
research and educational activities through networks of
medical education, research and healthcare
establishments. There is also a lot of scope in
telemedicine given the need to provide medical care to
remote areas in the BIMSTEC countries. Initiatives
such as the BIMSTEC Telemedicine Network
launched by JIPMER, which brings together 10 top
hospitals and medical institutes in this region, can
play an important role in connecting far-flung
areas by providing telemedicine services.

Enhanced physical connectivity through the
development of cross-border transport services
and associated frameworks of agreement on
transit, trans-shipment, movement of vehicular
traffic and coastal shipping to facilitate trade and
people connectivity, is perhaps the foundational
element of BIMSTEC's integration agenda. India's
“Look East” and “Act East” policy, Thailand's “Look
West” policy, the common interestin bridging the nations
of South Asia with those of South East Asia and the needs
of the landlocked countries are best served by efforts to
enhance transport connectivity among BIMSTEC
members. The ongoing Kaladan Multimodal Transit
Transport Project, the India-Myanmar-Thailand Trilateral
Highway, the BBIN (involving three BIMSTEC members),



and the BIMSTEC Motor Vehicles Agreement would not
only augment connectivity but also promote economic,
social and cultural ties among the member states. Afree
trade agreement can only bear fruitifland and maritime
connectivity isin place.

Energy sector cooperation is likewise of critical
importance for BIMSTEC's success. It can enable
optimization of the region's energy resources for

mutual benefit among member states. It would make
possible increased energy efficiency and security
through the development of regional electricity
networks, new hydro power projects, interconnection of
electricity and natural gas grids, undertaking of
renewable energy projects and exchange of information
and experiences on energy efficiency programs. There is
a plan to establish a BIMSTEC Grid Interconnection
program to expand energy trade among the members.
A BIMSTEC Energy Centre is already in place to facilitate
cooperation, build capacity and enhance trade in energy
services. The scope for intraregional investment in the
energy sector is also enormous.

There are many other services such as IT, audiovisual,
and professional services where opportunities exist for
collaboration, cross-learning, trade, investment and
people-to-people exchange. The question to ask then is
why progress has been so sluggish, despite there being
so much potential for cooperation and commercial
relations in BIMSTEC's service sector and more
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importantly, a shared understanding of the same? Why
do the possibilities remain untapped even though there
are no major bilateral tensions among the BIMSTEC
members unlike the case of SAARC?

The reasons are many. Factors such as the lack of
committed leadership by some of the bigger member
states, the fact that some members have prioritized
ASEAN over BIMSTEC, the problems of political instability
in some member states, the “noodle bowl!”
effect of other overlapping sub-regional
groupings which have diverted attention
from BIMSTEC and the absence of an
institutional set up such as a permanent
secretariat to ensure investmentin priority
areas have all contributed to the slow
| progress.

Going forward what is needed is more
8 proactive membership on the partof some
of the key member states of BIMSTEC and
the development of sub-regional parallel
tracks and sector-specific partnerships on
issues of common interest, such as power,
transport, ICT, investment, and people-to-
people connectivity. Platforms and
institutional mechanisms must be created, where they
do not exist or strengthened where they do, and efforts
must be made to bring together different stakeholders to
discuss and address the challenges. Intraregional
liberalization of services would also need to be preceded
by autonomous reforms and liberalization measures on
the part of individual member states. For instance,
energy trade in the region would require countries to
liberalize their electricity sectors and to reform their
electricity boards to enable cross-border power
purchase arrangements and regional grid connectivity.
And finally, the BIMSTEC members must recognize that
progress on integrating services in BIMSTEC is essential
for furthering their own national interests and is also
aligned with their longer term geo-strategic priorities.

[Dr Rupa Chanda is RBI Chair Professor in Economics at
IIM Bangalore and Dr Sudeshna Ghosh is a Research
Associate in the Economics and Social Sciences Area at
IIM Bangalore.]
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Scope for Energy Cooperation among
BIMSTEC Countries
V.K.Kharbanda and Rajiv Ratna Panda

Adequate supply of energy is pre-requisite for all the
development pursuits ranging from economic progress
to scientific research, education, healthcare, quality of
life, and prosperity. BIMSTEC countries though blessed
with huge energy resources, per capita consumption
ranges from 139 kwh per person for Nepal to 2889 kwh
per person for Thailand and on an average, it is 1025
kwh per person comparing to world average of 3000
KwH per person approx. For the economic growth,
BIMSTEC countries will have to focus on an improved
energy access, increasing per capita consumption, an
increased renewable energy share, energy efficiency
initiatives and more interconnected systems across the
region. The total primary energy consumption in the
BIMSTEC region is likely to increase from 706 Mtoe in
2014 to 1,210 Mtoe by 2030. The peak electricity
demand in the BIMSTEC region is expected to grow
from175 GW in 2014 to 482 GW in 2030. BIMSTEC as a
regional grouping can play an important role in
channelizing the country-level initiatives in a regional
manner to provide for securing an affordable,
sustainable and reliable supply of energy/electricity by
Integrating the energy resources vis-a-vis the socio-
economic development of the region.

BIMSTEC region holds 65 billion tons of coal, 6.4 barrel
of crude oil, 87 trillion cubic feet of natural gas and 392
GW of hydropower potential. All the countries however
are energy deficit and depend upon import of energy
(crude oil, gas, coal, petroleum products) outside the
region to meet their requirements, due to lack of energy
integration and cooperation. Therefore, the countriesin
the BIMSTEC region can mutually benefit one another
by promoting Cross Border Energy/Electricity trade
(CBET) among them. CBET has many benefits (Figure1)
and requires a high-level political commitment, large
investment in infrastructure, addressing institutional
barriers, the development and harmonization of
standards and regulations and soon. There is a need to
expedite the signing of the MoU on the BIMSTEC grid
interconnection, early operationalization of the
BIMSTEC Energy Centre and development of BIMSTEC
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Grid Interconnection Master Plan (estimated Cross
Border Transmission Interconnection Capacity in the
BIMSTEC region is 49.4 GW by 2031-32). Development of
a strong and robust BIMSTEC regional power
transmission grid can act as strong energy bridge for
trans-regional integration of South East Asia/ASEAN
Power Grid with South-Asia Power Grid for trans-regional
power trade. While the MoU on BIMSTEC grid
interconnection will promote electricity integration in
the region, there is also a need to have a Regional Energy
Treaty/ Agreement/ MoU for promoting the oil and gas
grid interconnection. There is also a need to develop a
BIMSTEC-Comprehensive Plan for Energy Cooperation
(BIMSTEC-CPEC) to augment interconnectivity and
promote regional energy trade. There is also a need to
have a common/coordinated set of regulations,
BIMSTEC Electricity Regulatory Framework and
Guidelines, policies, legal frameworks as well as
establishing association or forum of institutional
mechanism for cross cutting of regulations, knowledge
sharing capacity building etc. It should facilitate/address
the mechanism of cross-border interconnection,
recognize CBET, Open Access to transmission, licensing,
imbalance settlement mechanism, coordinated
procedures for integrated system operation, dispute
resolution, and soon.

In addition to CBET, some of the other perspective future
Energy Cooperation in the BIMSTEC Region can be
undertaken (Figure 2). The countries in the BIMSTEC
region can also cooperate with each other for the
introduction and advancement of energy efficiency
measures, industrial efficiency improvement, LED
replacement, promotion of smart grid initiatives, and
integration of distributed generation, clean coal
technologies, energy storage, electric vehicles and large-
scale integration of renewable energy to the grid. On the
energy technology front, various new technologies in
renewable energy, long range and high voltage power
transmission, power generation, hydrogen energy, fuel
cell, clean coal, energy storage and electric vehicles and
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will help in social and economic development of their
people.

so on are on the verge of breakthrough. There is a need
for energy technology cooperation and the transfer of
energy technologies among the BIMSTEC countries to
help each other in modernizing the energy system and
building a futuristic climate-friendly energy system in
the region. Energy Cooperation including transfer of
new energy technologies among the BIMSTEC countries

[Mr. V.K.Kharbanda and Mr. Rajiv Ratna Panda are from
South Asia Regional Initiative for Energy (SARI/E) - an
initiative of USAID.]

Technical and
operational Benefites

Y Optimal Use of

Regional Resources
and SystemOperation
Y Economies of scale
in the Development
of Regional Resources
¥ Improved energy
security and

Economic and
Financial Benefits

Y Power availability
at competitive price

Y High exportincome

Y Cost effective
power system

Y Better return to
investors in
generation assets
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systems productivity and
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environmental Figure 2: Perspective of Future Energy
impact Cooperation in the BIMSTEC Region
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Strengthening BIMSTEC Cooperation
through Telemedicine

Jawaharlal Institute of Postgraduate Medical
Education and Research, Puducherry (JIPMER) is a
premier medical institute in India. It is the nodal
center for BIMSTEC telemedicine network. In an
interview to World Trade Centre Mumbai, Dr.
S.C.Parija, Director, JIPMER explains the concept of
telemedicine and how BIMSTEC countries are
collaboratingin this field.

1) Your organization has established international
telemedicine collaborations with institutes in
countries such asJapan, Korea, Malaysia, Indonesia,
United Arab Emirates, Saudi Arabia and so on.
Explain us the concept of telemedicine with some
examples and how it can improve access to
healthcare services for people in remote areas.

“Tele” is a Greek word meaning “distance “and “mederi”
is a Latin word meaning “to heal”. Time magazine called
telemedicine “healing by wire”. The many definitions
highlight that telemedicine (TM) is an open and
constantly evolving science, as it incorporates new
advancements in technology and responds and adapts
to the changing health needs and contexts of societies.
Telemedicine covers different forms of information
including transmission (voice, sound, video, still picture,
and text); communication technologies (standard
telephone lines, co-axial cable, satellite, microwave,
digital wireless, ISDN, and Internet); and user interfaces
(desktop computers, laptop computers, personal digital
assistants, fax machines, telephones, mobile phones,
videophones, various standalone systems, and
peripheries). The important elements of practice of
telemedicine are to provide clinical support, overcome
geographical barriers, connecting users who are not in

the same physical location, use of various types of
information and communication technologies (ICTs) and
to improve health outcomes. The World Health
Organization (WHO) has adopted the following broad
description for defining Telemedicine:

“The delivery of health care services, where distance is a
critical factor, by all health care professionals using
information and communication technologies for the
exchange of valid information for diagnosis, treatment
and prevention of disease and injuries, research and
evaluation, and for the continuing education of health
care providers, allin the interests of advancing the health
ofindividuals and their communities”

In 2009, the World Health Organization (WHO) coined the
termm-Health as:

“Medical and public health practice supported by mobile
devices, such as mobile phones, patient monitoring
devices, personal digital assistants (PDAs), and other
wireless devices".

2) Government of India has recently launched the
JIPMER - BIMSTEC Telemedicine Network (JBTN).
Share your views on how your organization plans to
promote healthcare services in the 7 BIMSTEC
countries.

The Bay of Bengal Initiative for Multi-Sectoral Technical
and Economic Cooperation (BIMSTEC) is an international
organisation involving a group of countries in South Asia
and South-East Asia including Bangladesh, India,
Myanmar, Sri Lanka, Thailand, Bhutan, and Nepal. The
aim of JIPMER-BIMSTEC Telemedicine Network (JBTN) is

Patient Care

1.Tele-Consultations (Tele-OPD, Tele-Ward, Tele-ICU,

Tele-Emergency, Tele-OT Consultations)
2.Tele-Monitoring
3.Tele-Surgery
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4.Telemedicine Clinic
5.Tele-Patient-Attendant Interactions

6.Tele-Mobile Health Camps



to strengthen telemedicine patient care services and
share medical knowledge among BIMSTEC countries.
Some of the medical problems are peculiar to BIMSTEC
countries. Thereis a great deal of disparity in quality and
access to healthcare between urban and rural regionsin
these countries. Also, member countries of BIMSTEC
face acute shortage of trained specialists in the district
and peripheral health facilities. Telemedicine and tele-
health have immense potential to bridge the gap in
health care delivery especially in landlocked countries
and Small Island states where access to quality health
careisamajor hurdle.

In OPD, resident doctor discussing a case with
consultant using Mobile Telemedicine Console/Kiosk
(Tele-OPD Consultation)

In Casualty, resident doctor interacting with consultant using
Mobile Telemedicine Console/Kiosk (Tele-Emergency Consultation) surgeon to interact with other surgeon (Tele-OT Consultation)

I BIMSTEC - A Vibrant Economic Bloc /| —

Aim of JIPMER - BIMSTEC Telemedicine Network
(JBTN)

Y Knowledge sharing among member countries of
BIMSTEC region through regular telelectures.

Y Promote standardization and quality control in
surgery by sharing operative videos

Y To initiate evidence-based guidelines for the
common disease conditionsinthe BIMSTEC region.

Y Use of Tele-consultation to assist medical treatment
inlandlocked countries and smallisland states.

Y Preservation of traditional medicine knowledge

In Ward, patient interacting with consultant using Mobile
Telemedicine Console/Kiosk (Tele-Ward Consultation)

In OT, Wi-Fi enabled camera fixed to OT light for allowing operating
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Head-mounted Video Camera
for tele-surgery

Patient interacting outside burn ICU using telemedicine console with patient inside burn ICU
interacting using tablet

In a health camp patients are being screened and
opinion is taken by health camp doctor from an
expert of tertiary care centre (Tele-health Camp)

(documents and manuscripts) by digitization
Y To promote mobile health (m health) programs in
BIMSTEC countries.

Institutes in BIMSTEC Countries as Part of the JBTN

Y The following institutes have expressed their
interestin becoming partoftheBTN.

Y B.P Koirala Institute of health sciences, Dharan,

Nepal

Kathmandu model hospital. Kathmandu, Nepal

Nepal Cancer center, Kathmandu, Nepal

Banghabandu Sheikh Mujib Medical University,

Dhaka, Bangladesh

Y Mahidol University Siriraj Hospital, Siriraj, Bangkok,

Thailand

Defence services liver Hospital, Myanmar

Jigme DorjiWangchuck National Referral Hospital,

Thimpu, Bhutan

- =€ =<

=< =<
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Telemedicine set-up for disaster relief. Doctor from disaster site interacting
with an expert of tertiary centre

Y University of Sri Jayewardenepura,Gangodawila,
Nugegoda, SriLanka.
Y University of Kelaniya, Kelaniya, SriLanka

Role of JIPMER

JIPMER as the nodal center for BIMSTEC telemedicine
network will co-ordinate all telemedicine activities. In the
initial phase, regular tele-lectures are conducted
between JIPMER and BIMSTEC countries to update
medical professionals about the recent advances in
various fields of medicine and surgery. Also, surgical
procedures are transmitted from JIPMER to other
BIMSTEC countries that will help to standardize various
operative procedures. Challenging disease conditions
and disease management problems are discussed in this
telemedicine forum that will directly benefit patients. In
the next phase, direct patient consultations through
telemedicine clinics are planned.
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Rethinking BIMSTEC Cooperation

Pratim Ranjan Bose

For BIMSTEC to be successful, India has to play lead role
in ensuring connectivity. The primary focus should be
on facilitating trade. India took the reverse path in the
past such as running passenger trains or bus without
resolving the basic trade facilitation issues. This does no
good. Because, while people-to-people connectivity has
always been good (as is amply proved in the case of
India-Nepal or India-Bhutan), trade logistics cost has
been exorbitantly high, limiting opportunity for formal
trade and expanding the scope of informal trade.

It is, therefore, no surprise that informal trade between
these BIMSTEC nations far outstrip the formal trade.
India and Nepal, for example, has a formal trade of US$
4 billion. According to unofficial assessment of Indian
agencies, the informal trade is worth US$ 7 billion. The
informal India-Bangladesh trade is estimated to be

identical to the formal trade figures. In the case of India-
Myanmar, the informal trade is probably way wider than
the formal US$ 2 billion trade. More surprisingly, local
chambers and businessmen in border Indian States
suggest the direction of the informal trade between
India and Myanmar is opposite to the formal trade.
While formal trade is evenly poised between India and
Myanmar; the informal trade is tilted in India’s favour,
with medicines being a major export item from India.
(There is no dependable empirical study to support this
claim. | did some preliminary research in Zokhawthar
border in Mizoram as part of a study instituted by

=
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Maulana Abul Kalam Azad Institute of Asian Studies
(MAKAIAS) in Kolkata). India-Myanmar informal trade
has wider ramifications to the BIMSTEC as Myanmar
often works as a transit country.

Also, high informal trade has many ramifications. One of
them is border management issues, which again puts
hurdles before the growth of formal trade.

The crucial point here is informal trade is costly. That it is
still thriving means a) there is serious scope of cost
optimisation in formal trade, especially through the land
border and/or b) the formal trade is failing to meet trade
aspirations of BIMSTEC economies.

To elaborate the points,

a) At least two of the countries Nepal and Bhutan are
land-locked. Bangladesh has a coastline. But the
. congestion at ports, bottlenecks in transport
logistics within Bangladesh vis-a-vis the long 4100
« km land boundary with India, makes Bangladesh
# ' depend more on land-based trade. Trade in
_’:-_. Bangladesh-Nepal and Bangladesh-Bhutan take
& placethroughIndia.

India has recently completed building the Asian
Highway for transit trade between Bangladesh and
Nepal and Bangladesh and Bhutan. But the border
infrastructure is not upto the mark. Moreover the
tradeis non-containerised.

The BBIN sub-group and BIMSTEC are currently
working on motor vehicle agreement. However, thereis a
question mark if any such agreement can be
implemented in the near future. (A similar agreementin
GMS region is not yet implemented due to resistance of
truckersin Thailand).

India is also building the Trilateral Highway to connect
Thailand through Myanmar. But, once again it is
questionable if it can trigger free movement of goods
carriages.



Containerisation: Amore practical solution is to focus on
containerisation to ensure speedy and low cost
movement of goods. This will also help harness the
potential of multimodal transport, which is now in its
infancy in sofar astheregional tradeis concerned.

It is to be noted that BIMSTEC countries have wide
variance in terms of logistics efficiency. Some countries
depend on road transport (like Nepal or Bhutan); some
(like Bangladesh) depend on inland waterways and
roads and; some (like India) has better road and rail
options. Such wide gaps cannot be mitigated in the
shortterm.

[twould be inthe interest of all to work for containerised
multi-modal transport.

To reach this goal, BIMSTEC must reach axel-load
harmonisation (currently Bangladesh has a low axel
load restriction), invest in dry ports and transshipment
hubs connectingrail, road and inland water

b) A primary problem of the existing formal land border
trade is limited trade infrastructure. India has at least six
prominent trade routes with Nepal. However, except in
Raxaul-Birgunj border, there is practically no trade
infrastructure. The pace of infrastructure building at
Jogbani-Biratnagar is too slow. There is no
infrastructure, especially on the Indian side in other
gates. Lack of trade infrastructure is a reason behind
slow growth of Nepal-Bangladesh trade through
Panitanki-Kakarbhitta border.

Tripura is dependent on supplies from Bangladesh. But,
trade infrastructure at Akhaura border is poor. There is
no quarantine and testing facility for food items
imported from Bangladesh. (The only quarantine facility
is located near Kolkata). The netresultis they are coming
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unchecked through informal route.

There is very little trade infrastructure on India-Myanmar
border.

It is in the interest of all to immediately pave way for
better trade infrastructure at border gates to reduce
trade costs and limit scope ofinformal trade.

BIMSTEC can also think of having a VISA like SAARC VISA.
India should consider selective full convertibility of
rupee in BIMSEC region to boost trade opportunities.
India has immense potential to grow trade,
particularly with immediate neighbours if rupee
becomes a tradable currency. It may also bring down
the cost of transaction for the entire region.

To elaborate, in the absence of convertibility, India trades
in dollar terms. For smaller importing nations with
limited foreign reserve like Bangladesh, Nepal, Bhutan,
Sri Lanka, this acts as a deterrent. In the case of
Myanmar, where American banks are yet
. to set foot, dollar transactions are routed
! through Singapore attracting high
transaction cost. Also Myanmar's
underdeveloped banking sector is
incapable to handle the paperwork
related to such transactions. AThailand or
China does not face this problem as RMB
or Bhatare convertible.

The biggest advantage of convertibility lies in border
trade.

As we have already discussed, a sizable portion of India’s
border trade with neighbors takes place through
informal channel. The crucial fact is: as a stronger
currency, INR is the preferred currency for the informal
trade. To unlock the potential, India has to bring down
the cost of formal trade, which will in turn make informal
trade costly. Rupee-based formal trade can be a major
attribute to this attempt.

[Mr. Pratim Ranjan Bose is Chief of Bureau, The Hindu
Business Line, Kolkata]
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Role of Pangaon Inland Container Terminal in Boosting

Bangladesh-India Trade
Ahamedul Karim Chowdhury

Pangaon Inland Container Terminal (ICT) was planned to
build on the bank of the river Buriganga to revive
country’s historical waterways-based transportation in
the era of containerization to provide door to door
logistics solution for the industries are located in the
vicinity of the capital city Dhaka.

The country’s 70 per cent of containerized trade are
bound to and from Dhaka. Therefore, it was established
by the Bangladesh Inland Water Transport Authority
(BIWTA) and financed by the Chittagong Port Authority
(CPA), thereafter operated by the CPA.

Primary vision was for domestic extension of
environmentally friendly inland water transportation of
international trade only via existing seaports such as
Chittagong and Mongla. After completion of the first
phase of construction, Prime Minister of Bangladesh
Sheikh Hasina inaugurated this terminal on 7th
November 2013.

Pangaon Terminal is geographically well located
considering planned inner circular route and middle
circular route for Dhaka and facilities are also excellent.
Although it takes some time to get response from the
trade after inauguration and its quite natural since
transport users usually have a sort of stagnant mindset
on established logistics route. Changing mindset is
really a challenging job for any new installation of portor
terminal whereveritis.

After having a Coastal Shipping Agreement between
Bangladesh and India, a Standard Operating Procedure
has been signed where Pangaon ICT was declared as a
port of call along with other ports. Then opportunities
are being unfolded to divert land-based Bangladesh-
India traffic into a maritime traffic especially to and from
Indian east coast ports.

At present, Bangladesh-India trade stands at more than
US$ 7 billion, which has been increasing significantly.

85

Vessels are plying between Kolkata/Haldia andPangaon
since February, 2017. Mainline operators are not yet
focusing on this service yet. Otherwise, it can create
enormous opportunities for both the countries.

Pangaon ICT has all kinds of facilities such as 55000 sq.
meters yard and 180 meter (W26 M) long jetties, where
two vessels can take berth simultaneously. Static
container capacity is 3,500 TEU and handling capacity per
annum 116,000 TEUs. About 10 vessels (RSV-4) are ready
to ply in Chittagong-Pangaon-Chittagong route, of which
at least 6 are able to ply to Kolkata, Haldia, Paradip and
Vizag through the coastline.

Chittagong port has started declaring day schedule for
Chittagong-Pangaon-Chittagong route from 1st June,
2018 and it will increase level of confidence to all are
interested to use Pangaon for their foreign trade.

Renowned apparels buyers such as Marks & Spencer,
Zara, C&A, IKEA and H&M are also very keen to use IWT-
based Pangaon ICT as a part of their commitment
towards sustainability and environment. They were just
waiting to see the increasing frequency of ships and
guaranteed weekend sailing from Pangaon ICT to
Chittagong.

These buyers are also interested to use Haldia
transshipment from Pangaon if SOP allows carrying of
third country cargo and containers along with bilateral
cargo. Ifitis possible regular schedule can be established
between Pangaon and Haldia very soon. Definitely
Pangaon ICT can play a vital role to boost up the trade if
main line operators startin full swingin this trade lane.

[Mr. Ahamedul Karim Chowdhury is Terminal Manager,
Pangaon Inland Container Terminal, Bangladesh]
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Reviewing the Potential for BIMSTEC Cooperation

Sandeep Kaur

In the changing dimensions of globalisation, the
regional integration of developing economies has a
paramountimportance. One oftheregional integration
schemes in the South i.e. BIMSTEC has enormous geo-
strategic significance. BIMSTEC with members of five
countries from South Asia and two countries from East
Asia can play a major role in strengthening regional
integration.

India being a stronger economy in the region must take
lead in this initiative. The gravity model results show
India has export potential with SAARC countries, which
has not been explored yet. India also has similar export
potential with BIMSTEC countries as five SAARC
members are too BIMSTEC members.

BIMSTEC has great potential on account of the following
factors:

Y Complementarities in Demand Pattern: Intra-
regional trade of BIMSTEC is growing significantly,
nearly 7 percent. While the rate is not too high, but it
is more than that of SAARC. It can be enhanced due to
the existence of complementarities in the demand
pattern of various member countries. For example,
unlocking the demand of Indian cars and refined
petroleum, Thailand’s computers, gold, etc. may pave
the way for higher trade.

Y Exploration of Trade in Services: Trade in services
has not been explored yet in the region. India has
competitive advantage in computer services, travel
and transport services. On the other side, Thailand

automotive, etc. Regional value chain especially for
textile industry has ample scope in this bloc. As
Bangladesh has developed GVC in garments with EU
and US, India can take a lead role in some other
manufacturing industries. The other areas in the value
chain especially various services can also be explored.

Policies complementary to each other: India’s new
strategy of Act East Policy and Thailand's Look West
Asia are complementary to each other. Such policies
provide thrust for strengthening cooperation among
BIMSTEC countries.

Hub and Spoke Theory: The Spaghetti bowl work as a
hindrance to any regional bloc. India has already made
many bilateral and plurilateral agreements with most
of the economies in the BIMSTEC region. Therefore, it
can enjoy the benefit from these countries
individually, while other member countries can not
enjoy the benefit simultaneously. Similarly, Myanmar
has also agreement with ASEAN. However, this bowl's
hindrance shall be broken, if the remaining members
canbeincludedinthe existing agreements.

Other Important Issues: Rules of origin and dispute
settlement body have to be strengthened to make any
regional cooperation successful. So, there is a need to
work on it in the case of BIMSTEC. We should look
forward to other important points such as common
currency, ease of movement of labour and capital
among the members of BIMSTEC.

has competitive advantage in tourism services. So,
cooperation in BIMSTEC will strengthen the trade in

[Dr. Sandeep Kaur is Assistant Professor, Department of
Economic Studies , Central University of Punjab,

services. Bathinda]

Y Dependence on Global Value Chain and Regional
Value Chain: Global value chain can also be
strengthened in the bloc. For example, Indiais part of
global value chain in gems and Jewellery, parts of
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Cooperation among BIMSTEC Economies: An Overview

Sanjay Kumar Mangla

BIMSTEC s aregional group of seven countries including
five South Asian countries viz. Bangladesh, Bhutan,
India, Nepal and Sri Lanka and two Southeast Asian
countries viz. Myanmar and Thailand. The underlying
objective of BIMSTEC regional integration is to harness
shared and accelerated growth through mutual
cooperation in different areas of common interests by
mitigating the onslaught of globalization and by utilizing
regional resources and geographical advantages. Unlike
many other regional groupings, BIMSTEC is a sector-
driven cooperative organization.

The organization started mutual cooperation in six
sectors (viz. trade, technology, energy, transport,
tourism and fisheries) in the late 1997 which expanded
to embrace nine more sectors (viz. agriculture, public
health, poverty alleviation, counter-terrorism,
environment, culture, people to people contact and
climate change)in 2008.

BIMSTEC as a whole is home to more than one fourth of
the world’s total population in 2015. The total GDP of
BIMSTEC economies was US$ 2.87 trillion in 2015 and
they maintained an average growth rate of 6.17 per cent
during 2011 to 2015. The total trade volume of these
economies was more than US$ 1.62 trillion in 2015. All
the BIMSTEC economies received FDI of US$ 60.86
billion in the same year. The above absolute values
sound pretty good, but the same in terms of the share in
world economy is not so impressive for such a big
regional bloc. The shares of BIMSTEC countries in world
economy in terms of GDP, trade volume and FDI are only
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3.87 per cent, 3.69 per cent and 3.45 per cent,
respectively.

Future cooperation among BIMSTEC countries will be
driven by intra-BIMSTEC trade and investment in the
sectors of mutual interests. Total intra-regional trade in
this regional bloc has declined from US$ 40.26 billion in
2014 to US$ 36 billion in 2015. This shows that there are
certain challenges before these countries for attracting
more investment and increasing trade volume. The
major challenges are (i) inadequate and inefficient
transport infrastructure along with inept
telecommunication links, cold storage, parking space,
power and accommodation facilities especially in border
station areas; (ii) high concentration of trade barriers
especially NTMs besides relatively higher tariff rates; (iii)
poor status of investment facilitation in terms of plenty
of procedures taking long time to be completed for
starting a business, getting an electricity connection and
registering a property; and high number of tax payments
leading tax rate on a higher side; (iv) complicated and
time consuming trade facilitation measures in terms of
plenty of procedures and documents for both exportand
import which lead to higher trading cost; (v) overlapping
of many BIMSTEC countries with other regional blocs
such as SAARC and APTA; and (vi) not signing the final FTA
aswell aslong negative list of products for trade.

However, BIMSTEC countries have undertaken various
reforms for ease of doing business, starting a new
business, and trade and investment facilitation but still
they are strongly recommended to make transport
infrastructural services more efficient through
investment in social overhead capital, involving
government policy measures and possibly regulatory
reforms for enhancing trade and investment in BIMSTEC
countries. Further, a common BIMSTEC visa can be
introduced to facilitate movement of people particularly
forinvestors and businessmen.

[Dr Sanjay Kumar Mangla is Fellow at CUTS International,
Jaipur.]
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BIMSTEC: An Opportunity for Myanmar's Economic Growth

Erin Murphy

Myanmar has undergone significant political and
economic changes since it first joined the Bay of Bengal
Initiative for Multi-Sectoral Technical and Economic
Cooperation (BIMSTEC) in 1997. BIMSTEC could provide
important resources as Myanmar enters a critical stage
in its political and economic development. As BIMSTEC
seeks to achieve gains on its objectives, Myanmar can
stand to benefit by having access to infrastructure
modernization, new trade relations, and technology
that will assist the country intransitioning from a Least
Developed Countryinto a more developed one.

Infrastructure: Myanmar is the connecting point for
South to Southeast Asia and the epicenter of several
geostrategies, including India’s Look East - Act East
policy, Japan's East-West Economic Corridor, China's Belt
and Road Initiative, and the BIMSTEC region transport
network. Collaboration through BIMSTEC will address
infrastructure and supply chain development, a major
issue and obstacle in Myanmar’s economic growth and
physical inter-connectivity in the region. For building
new highways and upgrading roads, railways and ports,
BIMSTEC countries can provide technical and financial
assistance through conducting appropriate feasibility
studies, holding open, competitive and transparent bids
for constructions projects (to include joint venture
partnerships with local and foreign companies and
multilateral development organizations), and requiring
social and environmental impact assessments.

Investment and Trade: After years of isolation and
global economic sanctions, Myanmar has begun to
open its economy and improve the legal and regulatory
frameworks governing its market. Major trade routes
crisscross Myanmar, making it a central figure in
BIMSTEC's economic aspirations. BIMSTEC members
should work together to define and fully implement a
competitive trading region, to include providing and
seeking technical assistance to incorporate a phased
approach to adhering to global corporate standards to
tackle corruption and unnecessary bureaucratic red
tape. Expanding trade opportunities within BIMSTEC
and to international markets will help mitigate
overreliance on certain trade partners, particularly
China, and diversify its trading partner portfolio for
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Myanmar and other smaller BIMSTEC countries. One
area that would address both policy and building
supplies chains is Myanmar’s agriculture sector.
Agriculture is the backbone of the economy butis hurt by
policy, climate change, and lack of access to technology.
Myanmar can benefit by working with BIMSTEC to
establish guidelines and policies on agriculture trade and
investment, with specific technical assistance on
implementation, establishing policies and resources to
prevent and control animal diseases, and connecting
university and vocational universities and institutions
throughout BIMSTEC on veterinary medicine and
agricultural research.

Job opportunities and capacity building: Myanmar
has a young labor force—as do several BIMSTEC
countries—who needs access to jobs and skills-based
training. Capacity issues impact nearly all aspects of the
Myanmar economy, from its physical infrastructure to
the capabilities of its corporate and public
bureaucracies. BIMSTEC members can offer access to
capital and provide sector-specific job opportunities,
training, and best practices. For example, India can assist
Myanmar build its IT sector, particularly as the country
seeks toreplicate the success of Bangalore, SriLanka can
offer best practices in policy and corporate standards in
gemstone mining, and Bhutan and Nepal can offer
examples in building its tourism industry with strong
ecotourism principles.

Currently, intra-regional trade and investment is small,
but infrastructure improvements (potentially with the
assistance of multilateral institutions such as ADB or
donors such as JICA or USAID) and increased
collaboration among member states could provide
substantial economic benefits to Myanmar. Modernizing
its own supply chain and transportation networks,
having increased job and capacity building opportunities
for its workforce, and further achieving poverty
reduction goals not only benefit Myanmar but BIMSTEC
aswell.

[Ms. Erin Murphy, Founder and Principal, Inle Advisory
Group (a Myanmar-centric business advisory firm based
in Washington, DC.)]
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BIMSTEC and North East India
Jayanta Choudhury

The eight States constituting the North Eastern Region
are Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Sikkim and Tripura. The region’s
total geographical area is 2,62,179 square kilometers,
which is 8 per cent of country’s total geographical area;
and the region has a total population of 45,587,982,
whichis about 3.1 per cent of country's total population,
according to 2011 census. India’s Northeast is a
landlocked region, having about 5,000 km of
international border with Bhutan, China, Myanmar,
Nepal and Bangladesh. Northeast India is connected to
the rest of the country by only a very narrow stretch of
20km wide ata place called Siliguri. These North Eastern
States were re-organized mainly on linguistic basis and
due to political exigencies emanating from so much of
diversity in ethnicity, culture and levels of
underdevelopment. Hence, they were dependent
heavily on the Government of India for financial
assistance, especially Five Year Plan assistance, which
has been continued to be given on a 90:10 basis, i.e. 90
per cent is central assistance while the states
themselves raise only 10 per cent of the budget. The
states are thus known as special category states, and
dependency syndrome peculated from the Government
to people. Even after more than four decades of their
existence, these states continue to be in the backwaters
of economic development and still need a great deal of
concerted effort to bring them at par with the more
developed states of the country. Under this background,
BIMSTEC partnership can be a catalyst for peace,
security and development in the North Eastern Region.
Here, | presentsome specific roles of BIMSTEC:

Z BIMSTEC can anchor the integration of people of
different socio-cultural and politico-economic
backgrounds throughout the North East Region and
BIMSTEC countries via greater people-to-people
contacts. More study tour, academic and cultural
exchange programmes, people to people dialogues
need to be arranged.North Eastern Region can be
developed as health and educational hub. This will
definitely help neighboring countries. BIMSTEC
countties must explore investment potentials in
these two sectors.
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Private sectors of BIMSTEC countries may be
encouraged to invest in highways, railways, aviation,
digital infrastructure and waterways.

North Eastern states together have huge tourism
potential such as cultural-ethnic tourism, heritage
tourism, eco-tourism, etc. BIMSTEC can transform this
potentiality into reality through tourism mapping,
capacity building and proper publicity.

As identified, trade between NE region and
neighboring countries have not yet shown expected
results due to inadequate infrastructure, absence of a
common currency, restricted visa regimes and
inconsistent and difficult border-crossing formalities,
particularly those pertaining to the transnational
passage of motor vehicles. BIMSTEC platform can be
considered as opportunities to discuss all these vital
issues. In BIMSTEC Summit, Chief Ministers and/or
Chief Secretaries should be invited for presenting the
state-specific issues.Though the situation has
improved a lot, cross-border terrorism is still an issue
of concern and thorny block in the path of NE regional
development. BIMSTEC platform can address issues
like cross-border terrorism, illegal trade of goods,
drug, narcotics, arms and even trafficking of women
and children.

BIMSTEC should develop an academic forum with
faculties from member countries and NE region. This
forum will act as research wing / think tank to advance
discussion agenda for BIMSTEC cooperation.

Continuousresearchis required in the field of border
issues. Also, BIMSTEC must formulate strategies to
fight poverty and unemployment by exploring
Regional Value Chains in sectors such as agriculture,
horticulture, rubber, bamboo; strategy must also be
formed for value chain finance and skilling, etc.
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[Dr. Jayanta Choudhury is Assistant Professor,
Department of Rural Studies and Coordinator, Centre for
Rural Studies, Tripura University (A Central University),
Agartalal



I BIMSTEC - A Vibrant Economic Bloc /| —

System of Traditional Medicine in BIMSTEC Countries

Every country has its unique system of traditional
medicine. In this interview, Dr. Ikhlas A. Khan, Ph.D, D.
Litt (Honoris Causa) explains the system of traditional
medicine practiced in BIMSTEC countries and
emphasizes the role of standards in promoting the
acceptability of traditional medicine.

Dr. Khan is the Director of National Center for Natural
Products Research (NCNPR), University of Mississippi.
Heisalsothe director of FDA Center of Excellence.

Y Mention some of the traditional system of
medicines that are popular in BIMSTEC countries.
In India, we have AYUSH which encompasses
Ayurveda, Unani, Siddha, yoga and homeopathy. Sri
Lanka has similar Ayurveda and unary, Nepal and
Bhutan have what they call Tibetan medicine,
Thailand has mixture of Chinese and Ayurveda. To
me, all these countries have traditional medicine,
which, regardless of their name, they serve a majority
of peopleinrespective countries.

Y Every country has its traditional system of
medicine. How do you assess the traditional
medicine system in the BIMSTEC countries? Yes,
every country has traditional medicine or folks
medicine. Most of the Asian countries have already
established systems and pharmacopeias. If everyone
follows their own system, but creates a guideline that
everyone adheres to and if it meets global standard,
that will be ideal. A lot of energy is being spent on
harmonization which becomes a political issue. In my
opinion, all the parties should keep what they have
but develop a STANDARD which takes care of the
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quality and safety issue which is the mostimportant of
all. The main goal is to take care of our own people and
create an environment that help companies to do
business under a recognized regulatory environment
and goods can flow without any further restrictions.

How can BIMSTEC countries jointly promote
education, research and practice of traditional
medicine?

Every nation had traditional medicine or natural
medicine before the modern era of pharmaceuticals
started. These traditional medicines are being revived
in many countries due to high cost of modern
medicine and because of insufficient coverage of
health care to everyone. The major problemis that all
of us are trying to follow pharmaceutical model which
had its advantages but failed in some respect. | think,
we should spend energy to develop these well known
remedies and make sure that its done properly and
provide safe and efficacious products to all members.
If someone wants to develop adrug out of it that's fine
but honestly it cannot be done with each and every
product known to us.

Providing training in good agricultural practices (GAP),
Good manufacturing practices (GMP) and
understanding the value of quality that provides the
credibility to the whole area is mostimportant.

All the BIMSTEC countries should be evaluated for
basic infrastructure and compliance to implement
that concept. It will be low cost but durable. The high-
end research institutions can focus on research if
government wants to provide funding. They will have
good quality, safe and efficacious products for their
people if they implement basic criteria of accepting
products.

Whenever the issue comes about quality and safety,
all governments claim that they have everything in
place. BIMSTEC countries should be evaluated for
basic infrastructure and compliance to implement
GAP and GMP. They lack something that should be
provided as part of continuing education and training.
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BIMSTEC and Maritime Security
Abhijit Singh

The Bay of Bengal Initiative for Multi-Sectoral Technical
and Economic Cooperation (BIMSTEC) has in recent
years come to focus onissues of maritime security. After
India organized a BRICS-BIMSTEC joint summit in
October 2016, Bay of Bengal states have been regularly
discussing collective approaches to tackle maritime
challenges in their common littorals. Their deliberations
have also included issues of environmental protection
and Blue Economy Growth, a theme that occupies a
prominent place in the developmental strategies of
many regional governments.

At the first national
security chiefs meet in
March 2017 in New
Delhi, member states
agreed to work out |
common responses in
the Bay region, a theatre
now recognized as a
common security space.
Atthe meet, Bangladesh,
Sri Lanka and Myanmar
reiterated the need for a framework to ensure the well-
being, prosperity, security and socio-economic
development of their people. They emphasized the
need to evolve systems and procedures that would
mitigate hard security challenges such as piracy,
terrorism, illegal fishing and migration. Equally,
members stressed maritime cooperation with India and
need to build capabilities to meet humanitarian
challenges.

Of course, terrorism remains the most significant threat
in the region, with BIMSTEC members continuing to
work towards halting the spread of violent extremism
and radicalization. During the NSA meeting at Dhaka in
March 2018, the discussion was all about enhancing law
enforcement coordination and intelligence exchanges,
and capacity creation.

In order for Bay of Bengal states to deepen regionalism,
the political class would need to make BIMSTEC a
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priority. This means endowing the organization with
resources, strengthening capabilities through reforms,
and enhanced political focus. But New Delhi is also
urging regional states to recognize the Bay of Bengal as a
common security space and to work out collective
strategies for common responses. Shortly after the
summit at Kathmandu, the Indian Army is scheduled to
hold an exercise with the armed forces of the other
member states at Pune in Maharashtra. On the sidelines
of that engagement, Army chiefs all Bay of Bengal states
are likely to discuss common responses to security
challenges.

New Delhi is also
keen to get member
states to ratify the
Convention on
Cooperation in
Combating
International
Terrorism, Trans-
National Organized
Crime and Illicit
Drug Trafficking and implement the Convention on
Mutual Legal Assistance in Criminal Matters, critical
instruments in the fight against transnational criminals
and terrorists. Meanwhile, Indian officials are trying to
take forward negotiations on the BIMSTEC Convention
on Extradition, another significant treaty that will
smoothenthejudicial processes.

The key compulsion for India is to respond effectively to
China's expanding political and economic footprints in
South Asia. As Chinese state-owned enterprises
establish a stronger presence in India's near littorals,
there is a sense that New Delhi's political leverages are
being steadily eroded. This is one reason why the Modi
government is placing so much emphasis on
strengthening regional connectivity and links with South
and SoutheastAsia.

[Mr. Abhijit Singh, Head, Maritime Policy Initiative,
Observer Research Foundation (ORF), New Delhi]
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Appendix
Market Potential in Bangladesh
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Market Potential in Bhutan
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Media Coverage
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Secy Gen

Fublished: September 5, 118 8.1 P 15T

INdio

NEWSFLASH

Mumba, Sep 5 (FTIH Seven-mambened refional grouping BIMSTED Weanesiay
exprisie hape (il 1he customs cooperation agreement, which 3 Trade FaciRation
nilative, among the member nations will be finalised by 2015

The grouping is also expected o conclude the agreement on irade in goods by 2020
Founded in 1957, BIMSTEC [Bay of Bengal Witlaove for Muhi-Secioral Techracal and
Econeenic Cocparation) s d regionad grouping comprising inca, Bangladesh, Mysnmar,

F
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BIMSTEC hopes to finalise agreements on
goods trade, customs cooperation by next
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