
Intra-Regional Trade 
in South Asia

South Asia is now the fastest growing region in the world 
and has registered a rapid expansion in trade since the 
introduction of liberalization policies in the early 1990s. 
However, intra-regional trade has lagged behind the region�s 
deepening engagement in global trade, with the e�ects 
of geopolitics and a legacy of mistrust leaving a mark on 
integration e�orts. It is currently one of the least integrated 
regions in the world in terms of trade, infrastructure, water, 
and energy cooperation. Some progress has been made 
through regional arrangements such as the South Asian As-
sociation for Regional Cooperation (SAARC), the agreement 
on the South Asian Free Trade Area (SAFTA), and several 
bilateral agreements, but trade connectivity is below what is 
necessary to unlock the region�s potential for prosperity. 

�is is re�ected in comparative regional trade growth over 
the last quarter-century. SAARC�s share of intra-regional 
trade remains at just 5 percent of total trade of the region 
today, having grown from approximately three percent in 
1990. Other Asian trade blocs have performed better over 
the same period; ASEAN�s intra-regional trade share has 
grown from approximately 17 to 25 percent, and ASEAN 
+3 has grown from 38 to 45 percent. Overall, intra-regional 
trade is less than 2 percent of the SAARC�s GDP, compared 
to more than 20 percent of ASEAN.  

Enhanced trade in the region is constrained by a number of 
factors including tari� and non-tari� barriers, weak infra-
structure, poor awareness among stakeholders, a lack of po-
litical will, and low levels of investment. �ough tari�s con-
tinue to be reduced bilaterally, regionally, and even globally, 
the burden of non-tari� barriers (NTBs) remains a serious 
challenge in South Asia. NTBs can be formal restrictions on 
trade that range from quotas to sanctions, or they can be ad-
ministrative bottlenecks, ine�cient customs procedures, and 
standards-compliance hurdles that include everything from 
strict packaging and sanitary requirements to the mandatory 
multiple weighing of consignments at borders. �ese policies 
and practices distort the regional market, discourage sensible 
imports, and frequently lead to economic loss and higher 
prices for imported goods that are passed on to consumers. 
�e costs of these barriers are not immediately quanti�able, 
making them harder to address. 

AN EVIDENCE-BASED APPROACH
Since 2011, �e Asia Foundation has engaged with gov-
ernments, civil society, and the private sector in South Asia 
to produce actionable research on trade barriers, inform 
policy reform, and create a more rational framework for 
regional trade policy. Activities have shaped advocacy e�orts 
at national and sub-national levels, created a growing body 

Authority, the Department of Customs of Nepal, and the 
Royal Bhutan Customs O�ce among others, generating 
awareness about trade facilitation requirements and appro-
priate policy remedies. 

From 2014 to 2015, the Foundation supported a collab-
oration between the Center for Research in Rural and 
Industrial Development and the Sustainable Development 
Policy Institute in Pakistan to survey NTBs between India 
and Pakistan. �ey investigated the potential increase in 
trade between India and Pakistan if the sensitive list of im-
ports between the countries were abolished and cross-bor-
der infrastructure constraints removed. �e study iden-
ti�ed major NTBs such as the lack of land trade routes 
and banking facilities, dissimilar customs procedures, visa 
restrictions, labelling and packaging requirements, and 
the excessive checking of consignments among others, and 
suggested a detailed raft of policy measures to facilitate 
trade. In the process, a unique working partnership was 
created between two key research organizations in India 
and Pakistan. 

ADDRESSING NON-TRADE BARRIERS IN  
SOUTH ASIA

A measurable reduction or elimination of NTBs is a key 
goal of �e Asia Foundation�s work in regional trade 
integration in South Asia. While many NTBs are instru-
ments to protect domestic industries, such as quantitative 
restrictions or licenses, others are simply ine�ciencies or 
time-consuming procedural requirements. For example, 

11-12 customs documents are necessary for trade between 
India and Nepal, and 7-9 documents between India and 
Bangladesh. Cargo must be trans-shipped from these 
borders using locally registered vehicles, which calls for 
unloading and reloading at each border.

To emphasize the need for practical solutions and inno-
vative approaches to reduce NTBs, �e Asia Foundation 
supported the Nepal-based South Asia Watch on Trade, 
Economics, and Environment (SAWTEE) in 2015. After 
mapping ginger production activities and conducting an 
extensive literature review of past studies on the ginger 
value chain, SAWTEE identi�ed major barriers in the 
export of ginger from Nepal to India, and advocated for 
the creation of a customs border mechanism to help ease 
barriers related to the trade of ginger and other commod-
ities between the two countries. �is concept was well-re-
ceived by the Government of Nepal.
 
Between 2013 and 2015, the Foundation supported 
the Metropolitan Chamber of Commerce and Industry 
(MCCI) in Bangladesh to monitor, evaluate, and report 
on NTBs faced by Bangladeshi exporters in accessing Indi-
an markets by establishing a specialised NTB desk. Based 
on information uncovered, solutions were presented to 
customs o�cials to resolve procedural ine�ciencies. Key 
�ndings and recommendations from project activities were 
considered at a SAFTA Ministerial meeting, the highest re-
gional decision-making authority on these issues, and the 
SAFTA Committee of Experts after initial submission to 
the SAARC Chamber of Commerce and Industry (SCCI). 

PROJECT PARTNERS SCOPE TIME PERIOD

Cost of Economic  
Non-Cooperation to  
Consumers in South Asia

CUTS International South Asia 2011-2012

Promoting Participatory Approaches 
for Removing Regional Trade 
Barriers in South Asia

CUTS International South Asia 2012-2013

Trade Consignment Mapping for 
Better Regional Connectivity in 
South Asia

CUTS International

India-Pakistan, 
Nepal-India, 
and Nepal-
Bangladesh

2013-2015

Financial Intermediaries and Trade 
Facilitation in South Asia CUTS International Bangladesh, 

India, Pakistan 2013-2014

Non-Tariff Barriers in Trade 
Supply Chain – A Study on India 
and Sri Lanka

Institute for Social and 
Economic Change

India and Sri 
Lanka 2014-2015

Innovative Approaches to Reducing 
Non-Tariff Barriers: Case of Ginger 
Exports from Nepal

South Asia Watch on 
Trade, Economics, and 
Environment (SAWTEE)

Nepal 2015

Innovative Approaches to Reducing 
Non-Tariff Barriers and Para Tariffs 
in South Asia

Metropolitan Chamber 
of Commerce and 
Industry (MCCI)

Bangladesh 2013-2015

Understanding Non-Tariff Trade 
Barriers between India and 
Pakistan

Centre for Research 
in Rural and Industrial 
Development (CRRID)

India and 
Pakistan 2014-2015

Track II: India-Pakistan Trade 
in Health Services

Indian Council for  
Research on  
International Economic 
Relations (ICRIER)

India and 
Pakistan 2015-2016

Reducing Barriers to Food Trade 
in India

CUTS International 
and Centre for Policy 
Research (CPR)

South Asia 2015-2016
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