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1. A region divided

• Little cross-border trade and investment

• It was not always this way

• Greater integration among people

• The power of culture and geography



South Asia is the least commercially integrated region

Source: Based on UN Comtrade database. 
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Intra-regional foreign direct investment is minimal

Source: Based on the IMF Coordinated Direct Investment Survey (2011). 
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Ancient empires transcended today’s borders (1)
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The Maurya Empire 
(3rd century BC)

The Chola Dynasty (9th

to 13th centuries AD)

Source: The Metropolitan Museum of Art (2011) and DrKiernan (2006), distributed under a CC BY-SA 3.0 license  



Ancient empires transcended today’s borders (2)
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The Mughal Empire 
(17th century AD)

The British Raj 
(20th century AD)

Source: Keeby101 (2014) distributed under a CC-BY-SA-3.0 license and Oxford University Press (1909), distributed under a CC-
BY 2.0 license.



The region was well connected for trade

Source: Oxford University Press (1909), distributed under a CC-BY 2.0 license.
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Many South Asians were born elsewhere in the region

Source: Based on the World Bank Global Migration Database (2011).
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A large fraction of remittances originates in the region

Source: Based on the World Bank Global Migration Database (2011), using the methodology developed by Ratha and Shaw (2007). 
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Large ethnic groups spread across modern borders
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South Asian culture has flourished beyond boundaries

Chapter 1 – A region divided The power of culture and geography

Bengali 
culture

Nusrat Fateh

Ali Khan

Sufi music

Bollywood 
movies



The biggest agglomeration is an Indo-Pakistani city

Source: NASA Earth Observatory based on NPP VIIRS data. 
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Integration builds on old links
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2. The aspiration: peace and prosperity

• The reasons for hope

• The challenges along the way



Poverty rates are high around some borders
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South Asia is one of the most conflict-prone regions

Source: Based on Uppsala Conflict Data Program v.5-2014. 
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• Nations that trade with each other 
have a stake in preserving peace, 
because it means business

• Deep integration agreements are 
associated with a lower probability 
of conflict

What will happen as borders open up?
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Not all borders are poor...

Chapter 2 – The aspiration: peace and prosperity The challenges along the way

Source: T. G. Srinivisan (2013) for this report. 



… and landlocked areas are not always the poorest

Source: T. G. Srinivisan (2013) for this report. 
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Inland areas are generally poorer than border areas

Source: Based on T.G. Srinivasan (2013) for this report. 
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• The prices of many goods 
will fall, and that will 
favor the poor as 
consumers.

• There will also be impacts 
on local production and 
employment, and these 
will be more mixed.

• The experience of home-
based workers shows 
their difficulties to trade 
across borders.

What will happen to the poor in border areas?
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Security remains a concern for public opinion

.

Source: Based on Gallup World Poll (2013)

• 75% of Afghanis believe that Pakistan does not do 
enough to stop cross-border terrorism.

• 40% of Nepalis think that terrorism is the greatest 
security threat to the South Asia region

• 55% of Pakistanis believe that India does not do 
enough to stop cross-border terrorism.

• 52% of Indians believe that Pakistan does not do 
enough to stop cross-border terrorism.
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3. Potential economic gains

• Energy: natural complementarities

• Trade: human-made barriers

• Water: dangerous flows



Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

India

Bangladesh

Nepal

Bhutan

Peak Demand Mid-peak demand Low demand

Source: Timilisina (2014).

India and Bangladesh have lower 
demand in winter months

They have higher demand in summer months, 
when snow melts in the mountains

Different demand peaks in plains and mountains
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India currently 
has excess 
generation 

capacity

Source: Based on Kohli (2013) and Timilisina (2014).
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Energy: natural complementarities 
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Source: Based on Kee, Nicita and Olarreaga (2009).

South Asia has one of the most restrictive trade regimes

Trade: human-made barriers Chapter 3 – Potential economic gains



Source: Based on Kee (2013) for this report.

High tariffs are the biggest obstacle to trade
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Source: Based on Kee (2013) for this report.

Non-tariff barriers are similar across the region

Trade: human-made barriers 
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Source: Guha-Sapir et al. (2015).

South Asia is severely exposed to droughts and floods

Water: dangerous flows 

1900-2014
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Source: Guha-Sapir et al. (2015).

South Asia is severely exposed to droughts and floods

Water: dangerous flows 

1900-2014
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Source: Based on Sadoff and Rao (2013) and Mahmood and Liepach (2012) respectively.

Water flows have large seasonal variability

Water: dangerous flows 

Ganges-Brahmaputra-Meghna basin Indus basin
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Source: Based on FAO Aquastat and Sadoff and Rao (2013).

Large populations and most of the poor live in basins

Water: dangerous flows

Ganges-Brahmaputra-Meghna basin
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Source: Based on FAO Aquastat; World Development Indicators database; Laghari, Vanham and Rauch (2011).

Large populations and most of the poor live in basins

Water: dangerous flows 

Indus basin
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4. What gets in the way?

• Energy: physical and institutional infrastructure

• Trade: big winners, small winners… and losers

• Water: the scope and options to manage flows
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BHUTAN

Source: Based on ADB (2013), Tilmisina (2014) and expert input.

An electricity market needs transmission lines
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Source: Based on ADB (2013), Tilmisina (2014) and expert input.

An electricity market needs transmission lines
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A market also needs compatible regulations

Chapter 4 – What gets in the way? Energy: physical and institutional infrastructure 

Last-minute 
deal on price

• Fair electricity pricing, 
given the large gaps 
between cost for seller 
and value for buyer.

• Balancing system 
operation and ensuring 
system operational 
security.

• Enhancing market 
efficiency by better 
pricing and removing 
national distortions.



Source: Based on Kee (2013) for this report.

Barriers with the region are similar or lower
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Source: Based on Kee (2013) for this report

Trade liberalization will not affect trade balances much
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Source: Based on Kee (2013) for this report

Liberalization will matter more for some countries
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Source: Based on Kee (2013) for this report

Liberalization will matter more for some countries
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Source: Based on Kee (2013) for this report

In every country there will be winners and losers
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Afghanistan

Bangladesh



Source: Based on Kee (2013) for this report

In every country there will be winners and losers
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India

Nepal



Source: Based on Kee (2013) for this report

In every country there will be winners and losers
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The scope to manage the flows

• Flooding is often local: driven by localized rainfall, by 
high flows in smaller tributaries, and by embankment 
failures, not by high flow in bigger tributaries.

• Flow is mainly from rainfall: glacial and snow melt 
contribute 4-6 percent of the Ganga flow; the share is 
higher in the Indus, but most is from the monsoon

• Upstream reservoir potential is small: the steep terrain 
and deep gorges of the Himalayas allow surprisingly little 
water to be stored, even with steep dams.

Chapter 4 – What gets in the way? Water: the scope and options to manage the flows 



The options to manage the flows

On a project-by-project basis:

• Notification of planned measures

• Information exchange and enhancement of design

On a more general basis:

• Data sharing, shared river basin modeling

• Agreement on cross-border cascade optimization

Chapter 4 – What gets in the way? Water: the scope and options to manage the flows 



5. The (geo)politics of regional integration

• The technical inputs

• The political vision

• The human dimension



What is at stake varies across sectors

Predicted gains from regional cooperation

Sector India Rest Issue

ENERGY Large Large
The distribution of the 
surplus  depends on 
the price of electricity

TRADE Small Large
The increase in trade 
flows is different in 
relative terms

WATER Small Small
Most of the flow is 
from rain and reservoir 
capacity is small

Chapter 5– The (geo)politics of regional integration The technical inputs



• ENERGY
– India can solve the energy crises of its neighbors
– Building transmission lines
– Policy reforms towards a common framework

• TRADE
– India has offered generous terms (the “Gujral doctrine”)
– But this is not the perception by the smaller countries
– All countries to address border security concerns

• WATER
– Projects: notification/information exchange/Improved design
– Satellite imagery to improve disaster forecasting
– Credible (joint?) hydrology modeling to support cooperation

Different approaches in each sector

Chapter 5– The (geo)politics of regional integration The technical inputs



South Asia is more like NAFTA, less like the EU
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Asymmetry is increasing over time

GDP in constant USD relative to India’sGDP

Source: World Development Indicators, the World Bank &  Total Economy Database, The Conference Board

Chapter 5– The (geo)politics of regional integration The political vision

0

5

10

15

20

25

30
Percent

Afghanistan Bangladesh Bhutan Maldives Nepal Pakistan Sri Lanka

SAARC 
established



Regional Organization Afghanistan Bangladesh Bhutan India Maldives Nepal Pakistan Sri Lanka

South Asia Association for Regional 
Cooperation (SAARC)

a a a a a a a a

South Asia Cooperative Environment 
Programme

a a a a a a a a

Abu Dhabi Dialogue a a a a r a a r

South Asia Subregional Economic 
Cooperation (SASEC)

r a a a a a r a

Bay of Bengal Initiative for Multi-
Sectoral Technical and Economic 
Cooperation (BIMSTEC)

r a a a r a r a

Shanghai Cooperation Organization r r r a r r a r

Indo-Ocean Rim Association r a r a r r r r

Economic Cooperation Organization a r r r r r a r

Mekong-Ganga Cooperation r r r a r r r r

East Asia Summit (ASEAN) r r r a r r r r

Chapter 5– The (geo)politics of regional integration The political vision

A multiplicity of supra-national arrangements



• China is on the verge of becoming the first world 
economic power.

• The WTO is losing steam and new mega-agreements 
will shape global trade for decades.

• There could be a high cost for India to stay on the 
sidelines of the new global order.

• A future world with only three major powers (China, 
EU, US)?  Or with four (+India)?

• India can pitch higher than its economic weight if it 
carries a large and peaceful region with it

India needs the region for geopolitical reasons

Chapter 5– The (geo)politics of regional integration The political vision



People-to-people exchanges to build trust

Chapter 5– The (geo)politics of regional integration The human dimension

But also health tourism, student programs and visas for businesspeople

The Sufi Circuit

The Sikh Circuit

The BuddhistCircuit


