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SAARC 

•  South Asian Association for Regional Cooperation 

•  Founded in 1985   

•  Dedicated to economical, technological, social and cultural development 

Structure  

		

SAARC	
		South	Asian	Association	for	Regional	Cooperation	

		SAFTA	
		 South	Asian	Free	Trade	Area	

		 SMC	
		SAFTA	Ministerial	Council	

		 SCOE	
		SAFTA	Committee	Of	Experts	

-  SAFTA Ministerial Council (SMC) 

-  Discusses tariffs and further actions  

-  Meets at least once a year 

-  SAFTA Committee Of Experts 

-  To assist the SMC with data 

-  Reports to the SMC every six months   
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SAFTA 

Incentives for this trade agreement 
-  Improve cooperation between the countries 
-  Improve trade: SAPTA to SAFTA → Preferential to free trade 
-  Improve own infrastructure and institutions 
-  Facilitate future trade with major trading countries like China 

Fact Sheet 
-  Trade area of 1.6 billion 

people 
-  Consists of all 7 SAARC 

countries 
-  Agreement reached on 

January 6 2004, in force 
on January 1 2006 

-  All developing countries 
-  Countries mostly depend 

on tariffs as revenue 
 
 

Goals 
-  Reduce tariff to 0  

-  Down to 20% after a two-year period in 2007 through annual 
cuts 

-  Down to 0% during five-year phase ending in 2012 
→ Least developed nations SAFTA had until 2016  

-  Reduce non-tariff barriers → Quotas, exemption/sensitive list 
 

SAFTA  
The SAFTA Agreement will be implemented through the following instruments: 

•  Trade Liberalisation Programme  → Reduction of sensitive list, reduction trade tariff  

•  Rules of Origin → Standardize to decrease trade barriers  

•  Institutional Arrangements  → Organizational setup  

•  Consultations and Dispute Settlement Procedures → Monitor and facilitate implementation 

•  Safeguard Measures  → Temporary measures to decrease threat or injury of 
competing domestic industry due to imports 
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Economic Analysis 

-  Trade numbers 2001-2012 
-  Why caused these? 
-  Would an extension be favourable? 

 

Total trade 

2001: 4633,19 
2006: 16670,21 
2012: 21441,8947 
 
2001-2012: 362,8 %  
2006-2012: 28 %  
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SAARC Total GDP 

120 % 2001-2012 
43 % 2001-2006 
54 % 2006-2012 
 

Total	trade/GDP	

2001-2012: 110 %  
2001-2006: 153.63 %  
2006-2012: -16%  
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Reliable ?  

Why did the trade not increase? 

●  Geopolitical issues – Elaborated later 

●  The agreement do not include their biggest trade partners 

●  Similar exports 
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Top 10 Countries of SAARC Exports 2006 

Top 10 Countries of SAARC Exports 2012 
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Top 5 Countries of SAARC Imports 2006 

Top exports in SAARC 
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What if they extended? 
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Tenuous geopolitical relationships between India & Pakistan:  
Violent partition of British India in 1947 has resulted in constant border conflicts 

Kashmir conflict  

Numerous terrorist claims  

Samjhauta Express, 2007; Mumbai, 2008; Pathankot, 2016 

Pakistan continues to withhold MFN status from India  

 

 

 Geopolitical Challenges 
  “Achieving what SAFTA had envisioned a decade back has been next to 
impossible”  

India & Bangladesh:  
○  Illegal immigration towards India  
○  Contested sharing of the Ganges water  

India & Sri Lanka:  
○  Political tensions related to the rights of  

the Tamils people 

Geopolitical Challenges 
 “Not much thought was given to the conceptualization of the SAARC in the mid 1980s” 

South Asia can be divided into 3 subregions:  
1. India - Maldives - Sri Lanka (IMS)  

2. India - Pakistan - Afghanistan (IPA)  

3. Bangladesh - Bhutan - India - Nepal (BBIN)  

Sub-regional initiatives and bilateral agreements conflict with SAFTA’s primary goal 
Ex: BBIN’s has important taken economic initiatives. Perceived as a preferential trade agreement 

because it others the rest of the member states 

China-Pakistan Economic Corridor (CPEC)  

The purpose of SAFTA was to promote common contract and provide  
equitable benefits to all members.  
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Geopolitical Challenges 
A summit hasn’t been held since 2014 

Following terrorist attacks in Uri town,  
India announced it would not participate 
in the 19th SAARC summit, meant to be 
held this November in Islamabad 

Bhutan, Bangladesh, and Afghanistan 
have also refused to participate because of a perceived terrorist threat posed by 
Pakistan: "One country has created conditions that are not conducive to safety.”  
 

SAARC summits have been cancelled numerous times  

 

Policy Barriers: 

The “Positive List” maintained by Pakistan for Indian exports 

This list is constantly changing, adding to the confusion and uncertainty of the items allowed for 
export from India 

This approach lacks transparency and raises transaction costs significantly: it is a direct violation 
of SAFTA and WTO regulations  

This encourages trade through illegal routes  

Visa requirements & custom procedures  

Banking regulations  

 

 

 

Institutional Challenges  
Tariff structures in South Asia remain more restrictive and much higher than those of other trading regions 
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Percent share of sensitive list items in total SAARC imports: 

Institutional Challenges 
 Infrastructure-related barriers: 

Many South Asian states lack the capability and institutional framework to control non-tariff 
barriers   

They lack the human resources needed for negotiations  

They haven’t invested in improving trading routes within the regions  

Informal trade:  

Because of the high costs of formal trade between many of the member states, there is a 
large proportion of informal trade 

Bribery and high levels of underground trade undermines the integrity of the institution 
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Distinctions of this agreement (I) 
●  Least integrated region in the 

world (around 5% of total trade) 

○  Negative lists, concessions, 
non-tariff barriers  

○  Infrastructural deficits  

○  Geopolitical & historical  

●  Began later than most other 
regional agreements we have 
today 

●  China plays important influencer 
role  

 

Distinctions of this agreement (II) 
●  A branch of a regional agreement 

●  Conflicting agreements 

○  Sub-regional  

■  SASEC, Motor vehicle agreement 

○  External 

■  SCO, CPEC 

●  Unified trading block to simplify trade with larger powers 
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●  A branch of a regional agreement, has branches from it as well [look for 
concrete] 

●  Services sector 

●  Conflicting agreements 

○  Sub-regional  

○  Shanghai Cooperation Organization 

○  Motor vehicle agreement 

●  Unified trading block to simplify trade with larger powers 
 

Conclusion 

●  Last two summits were canceled  

●  Tariffs should have been 0 by now → 8%-22% in 2010 

●  War Pakistan India 

●  Trade more with non-SAFTA countries  

●  Agreement is not working  

●  Positive: has had trade growth (not much), sensitive lists have been reduced 
(not much) 

●  More agreements to improve for example infrastructure, however not all 
countries included in agreement.  


