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ABSTRACT: 

 India‘s engagement with South-East Asia and East Asia has become a major feature 

of its foreign and security policies. An emphasis is being renewed on Asia-Pacific region in 

India‘s foreign policy after the initiation of sub-regional forum like the Bay of Bengal 

Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC), Bangladesh-

China-India-Myanmar Forum for regional Cooperation (BCIM), Mekong-Ganga-Cooperation 

(MGC) etc. And the North-East India is being projected as a gateway to East and South East 

Asia. Changing priority from Look East Policy to Act East Policy is conceived as a national 

policy for promoting trade, technology and investment opportunities and is an economic 

diplomacy of India for promoting regional economic integration by looking towards the East, 

particularly with Southeast Asian Countries. Considered as the ‗North-eastern borderlands‘ of 

South Asia and also the ‗North Western Borderland‘ of South-east Asia, India‘s North-East 

region is the meeting ground of two sub-continents. As a ‗troubled periphery‘, the challenge 

of policy implementation in India‘s N.E. relates to the question of governance. The profound 

‗disaggregation of authority‘ and ‗proliferation of spheres of authority‘ in the region pose 

serious challenges to ‗govern the governable‘. In some assessment, the LEP is seen as a 

strategy to play a new balancing game against China in the Southeast Asian and the Asia-

pacific region. Besides the regional problems, the imagination of an ‗Extended Northeast‘ for 

commercial and people-to-people contact is straight jacketed by the ‗Sinophobia‘. The 

integration of the Northeast economy with the neighbouring countries is basically 

implemented through the security-centric border management, wherein the opening of border 

is limited to border trade points and fencing the rest of the erstwhile open borders. In this 

backdrop, this work explores the community-geography trade- offs in such borderlands and 

attempts to address the problems of the NE region and thereby assess the prospects of 

‗Looking East‘ through this region and the challenges posed to it by post-colonial 

territoriality. 

 

KEY TERMS: Look East Policy, Act-East Policy, Regional Cooperation, Cross Border 

Trade, Common Market, Asian Century, etc.  

 

INTRODUCTION: 

 The North Eastern Region (NER) of India which comprises of eight States namely 

Arunachal Pradesh, Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim and Tripura 

shares most of its boundary with China, Bangladesh, Bhutan and Myanmar. The NER shares 

only about two percent of its border with the mainland of the country and the remaining 98 

percent is connected with the neighbouring countries. These eight States cover an area of 2, 

62, 179 sq.km. and has a population of 4, 55, 87,982 according to 2011 census, constituting 

8% of the country‘s total geographical area and accounts for only around 3.77% of the total 

population and 3.87 percent of country‘s output of the country
1
.The region shares a long 

international boundary of around 96 percent with its neighbouring countries with China and 

Bhutan in the North, Myanmar in the East, Nepal in the West and Bangladesh in the South 
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and West. Most of the Hill States in the region like Arunachal Pradesh, Meghalaya, Mizoram 

and Nagaland are mostly inhabitated by the tribal people with a fairly high degree of diversity 

even within the tribal group. 

 

 The following table 1.1 shows total population, percentage of decadal variation and 

average exponential growth rates in NER during 1991-2001 and 2001-2011. 

 

Table1.1: Total Population, Percentage Decadal Variation and Average Exponential 

Growth Rates in NER during 1991-2001 and 2001-2011. 

 

States Total Population % Decadal 

Growth 

Change in 

% 

Decadal 

Growth 

Average Annual 

Exponential Growth 

rate 

2001 2011 1991-

2001 

2001-

2011 

1991-

2001 

2001- 

2011 

(1) (2) (3) (4) (5) (6) (7) (8) 

Arunachal 

Pradesh 

10,97,968 13,83,727 27.00 26.00 -1.00 2.42 2.33 

Assam 2,66,55,528 3,12,05,576 18.92 17.1 -1.82 1.75 1.58 

Manipur 22,93,896 25,70,390 24.86 18.6 -6.26 2.25 1.72 

Meghalaya 23,18,822 29,66,889 30.65 27.9 -2.75 2.71 2.49 

Mizoram 8,88,573 10,97,206 28.82 23.5 -5.32 2.57 2.07 

Nagaland 19,90,036 19,78,502 64.53 -0.6 -65.13 5.11 -0.05 

Sikkim 5,40,851 6,10,577 33.06 12.9 -20.16 2.9 1.17 

Tripura 31,99,203 36,73,917 16.03 14.8 -1.23 1.5 1.39 

Source: Census 2011, RGI 

 The region is basically a rural economy; almost 81% percent of the population live in 

rural sector, having an average population density of 174 people per sq. km. of area. 

   

 India‘s North Eastern Region is among the most endowed States in terms of the 

natural resources, including several critical minerals that it possesses and has substantial 

potential for generating one of the preferred low-carbon forms of energy, viz. hydro-

electricity. Besides, NER sits at the door-step of the East Asia, the region with which India is 

increasing its economic ties. But despite these advantages, the NER has remained one of 

India‘s economically lagged regions, which accounts for a mere 2 percent of India‘s Gross 

Domestic Product (GDP) in 2009-10.High transaction costs contributed by the bottlenecks in 

the transport systems connecting the NER with the rest of India and the neighbouring 

countries and lack of other essential infrastructure have rendered the region perpetually 

underdeveloped
2
.The entire NER is land locked politically and isolated from mainland. Land 

locked and isolated NER was unable to catch up with the development and economic 

progress made in other parts of the mainland. The region has a number of drawbacks and 

unfavourable situations which hamper development and economic growth. These include 

underdeveloped infrastructure, inadequate science and technology inputs, underdeveloped 

communication network, high cost of transportation within the region and from the mainland, 

underdeveloped IT sector, low industrialisation ,insufficient air connectivity within the region 

and with abroad, shortage of competent entrepreneurs and skilled manpower, security 

problems due to prevalence of insurgency, poor marketing infrastructure, insufficient banking 

http://www.skirec.org/


 

Asia Pacific Journal of Research in Business Management 

Vol. 9, Issue 12,  December 2018  Impact Factor: 5.16,ISSN: (2229-4104) 
www.skirec.org Email Id: skirec.org@gmail.com 

 

 
      

 
Page 18 

facilities, inability to attract FDI and lack of union tax structure among the NE states 

etc.However , the region has immense potentials. The region is blessed with vast natural 

resources which include huge mineral deposits (e.g. coal, petroleum, gas, uranium, limestone 

etc.), vast hydro and wind power potential, huge forest wealth (timber, bamboo, grass 

brooms, Cannes, medicinal and aromatic herbs, rare species of orchids), favourable agro-

climatic conditions for development of Agriculture, Horticulture and Floriculture, beautiful 

landscape and countryside for development of tourism, prevalence of high literacy rate in 

some of the States are the added advantage  for the region.  

 

 The NER shares a long international boundary of around 96 percent with its 

neighbouring countries with China and Bhutan in North, Myanmar in the East, Nepal in the 

West and Bangladesh in the South and West. Apart from the colonial rule-induced migrations 

from various parts of India and Nepal, the communities of the region migrated from Tibet, 

Southwest China and several parts of Southest Asia during various historical periods. These 

waves of migrations of now considered ‗indigenous people‘ continued till the early parts of 

the twentieth century. Even after India‘s independence, the liberation war of Bangladesh in 

1971, the pull factor in Northeast India and push factor as well as religious perspective of 

minorities in Bangladesh, as also the crackdown of democracy in Myanmar resulted in fresh 

wave of migration into the region. This resulted in the formation of an ‗Asian Miniature‘ 

wherein yellow and brown races meet and mingle. 

 

 The present political geography of the region is largely attributed to the colonial 

geopolitics which was once a socio-cultural space. The separation of British India and Burma 

in 1937 and Partition of India in 1947 created arbitrary boundaries, dividing many ethnic 

groups of this culturally contiguous region and placing them into different nation-states. 

These borders were created by uninformed and indifferent colonial overlords who took 

decisions from a distance by ignoring geographical and historical realities, ethno-demography 

and economic interdependence, resulting in tragic consequences
3
.This colonial geopolitics 

has been exacerbated by the hardening of international borders ever since 1947. The 

significant geopolitical, demographic and economic changes that followed in the wake of 

India‘s independence created a sense of anxiety among the various sections of population of 

the N-E region. Geographic isolation and underdevelopment, loss of connectivity and market 

access has set its economy back by at least a quarter century which are, to a great extent, 

responsible for ethnic unrest and alienation in the region, resulting in decades of restriction 

on people-to-people contact, severance of the natural markets along the border and disruption 

of the southern Silk Route
4
. 

 

 Through the periodic announcement of economic packages, tax holidays, concessions 

on imports tariff and subsidy were necessary for stimulating economic growth and 

development of basic infrastructure in the region, yet sustainable development has yet to be 

the focused eventually. One of the ways to sustainability is to develop self-reliance among 

markets along the borders as well as the old Silk Route which would enhance economic co-

operation with the neighbouring countries by opening the borders and participation of the 

local people in various economic ventures. Thus, borders become critical in addressing 

economic problems in the North-East in this globalizing world. The development of an 

inward-looking self-reliant ‗import substitution industrialisation‘ economy initiated by 

India‘s first Prime Minister Jawaharlal Nehru with the idealistic aim of establishing a 

socialistic pattern of society created a core-periphery relation which made the Northeast an 
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internal periphery and developed an economic dependence of the periphery on the core. The 

North-Eastern Region was converted from a frontier region during the British rule to an 

internal periphery in the post-independence period
5
. 

 Under this background the present work attempts to explore the North Eastern Region 

as Common Market in India and for its neighbouring countries along with its opportunities 

and challenges. 

 

TOWARDS SUB-REGIONAL CO-OPERATION AND NE INDIA 

 The political and economic development in different parts of the world during the 

early 1990s brought radical change in the relations among nations resulting in the emergence 

of an era of globalization. Globalization brought about an increasing integration of economies 

and societies and throw open opportunities and challenges to both the developed and 

developing countries. Globalization of world‘s economies greatly intensified international 

competition and has, at the same time, given rise to a new wave of regionalism
6
. Changing 

economic frontiers, India‘s fast economic growth and international and regional economic 

challenges, brought the Indian leadership to forge a policy which stressed on bringing the 

South East Asian Nations closer. 

 

 The importance of Southeast Asia was recognized by one of India‘s first strategic 

analysts, the visionary K.M. Panikar, way back 1940s.The Prime Minister of India, 

Jawaharlal Nehru, also recognized the importance of Southeast Asia, which offered an 

opportunity for India to forge close political links. Indeed, India‘s first forays into foreign 

policy affairs were in Southeast Asia in support of anti-colonial movement in that region
7
. 

India‘s engagement with Southeast Asia and East Asia is a major feature of its foreign and 

security politics. The Southeast Asia as a contiguous geographic region and Association of 

South East Asian Nations (ASEAN) as a pivotal regional organization remains as the 

principal focus of India‘s foreign policy. India has also grown trade relations with nations in 

ASEAN bilaterally as well as through regional platforms. Trade between the two amounted to 

$ 76.52 billion in 2014-15, with India‘s export worth $ 31.8 billion and imports $ 44.7 

billion
8
. There is also the human connect more than five million citizens of the ASEAN 

nations trace their roots to India through the volume of trade significantly differs from nation 

to nation, due to the complementarities and competition of commodities, the top traded 

products remain more or less similar to most of the nations in the region
9
. 

 

 India is a part of several sub-regional groups/partnerships besides its regional 

commitments. The sub-regional economic grouping called Bangladesh, India, Sri Lanka, 

Thailand Economic Cooperation (BIST-EC) was established in 1997, and later came to be 

known as the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic 

Cooperation or BIMSTEC with the addition of Myanmar, Bhutan and Nepal. India initiated 

this sub-regional grouping with a view to strengthen and reinforce the Look East Policy and 

the main aim is to create an enabling environment for rapid economic development through 

identification and implementation of specific cooperation projects in the sectors of trade, 

investment and industry, technology, human resource development, tourism, agriculture, 

energy and infrastructure and transportation
10

. As a keen member of BIMSTEC, India 

promotes this sub-regional cooperation to primarily establish economic links with peninsula 

member countries of ASEAN so as to boost the development of its eight North Eastern 

States
11

.India is also a member of the Mekong-Ganga Cooperation (MGC) project, which is a 

sub-regional grouping between India and the five Mekong Riparian Countries—Cambodia, 
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Laos, Myanmar, Thailand and Vietnam. It came into being on 10 November, 2000, when the 

representatives of six member States met at Vientiane and came up with a set of guidelines 

known as the ‗Vientiane Declaration‘. The declaration outlines the areas for institutional 

interaction based on assessment of the capabilities of its member States. In order to give a 

well-structured outlook to the initiative, concept paper was worked out which outlines the 

agenda for cooperative efforts, where the project is primarily aimed at the development of 

three main areas for cooperation: tourism and culture, infrastructure and information 

technology, as envisaged by the ‗Vientiane Declaration‘. The MGC is an extension of India‘s 

Look East Policy and a reminder of its constant cultural interaction with Southeast Asian 

Countries. In January, 2006, the Union Minister of States for External Affairs, Ahmed 

described the MGC as one of the pillars of India‘s Look East Policy.   

 

 The Bangladesh China-India-Myanmar (BCIM) Regional Economic Forum, which 

was initially known as the Kunming Initiative and a Track II initiative, was a product of the 

conference on regional cooperation held at Kunming in South-West China in August 1999. 

This initiative advocates sub- regional cooperation on infrastructure development, enhancing 

economic integration and people-to-people contact among the four countries. This sub-region 

constitutes geographically contiguous units comprising the north-eastern states of India, 

south-western provinces of China, Bangladesh and Myanmar. The underlying objective 

behind the BCIM cooperation is the integration of these strategically located sub-regional 

areas in the field of trade, investment, energy, transport and tourism. The BCIM initiative has 

the potential to bring India‘s three most important neighbours closer in a joint pursuit of 

common prosperity through the increasing use of mechanism of regional integration. Rajib 

Sikri noted: 

 

 It is not just that we are neighbours sharing common borders; all of us also face 

similar  opportunities and challenges in our respective quests for rapid economic 

growth, national  development and prosperity of our people. In our mutual relationships, 

there is increasing greater  focus on economic issues, which will enable us to realise the 

untapped potential of our economic  cooperation and make it commensurate with the level of 

our political relationship
12

. 

 

Proper implementation of the objectives of this sub-regional cooperation could 

combine the resources of the constituent members in order to gain competitive edge in 

attracting both domestic and foreign investment and promoting export for the mutual benefit 

of the members involved. Therefore, there is an enormous potential for following up on the 

Kunming Initiative, especially the proposal to rebuild the Stillwell Road –the road from Ledo 

in upper Assam to Kunming in Yunnan province of China passing through northern 

Myanmar—which was constructed during the Second World War. 

 

WHAT IS A COMMON MARKET? 

 As the name indicates, a common market refers to a trading area created by an 

association of countries as a single economic unit with internal free trade and common 

external tariffs. When trading within the group, no tariff will be charged or if charged it will 

be uniform at all and minimum. When trading outside the group, all the member countries 

will charge common external tariffs. Similarly, all the member countries agree to use a 

common trade policy for trading within and outside the group. 
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THE RELATION BETWEEN TRADE, INFRASTRUCTURE AND ECONOMIC 

DEVELOPMENT 

 The relation between trade, infrastructure and economic development within the 

nation i.e., in India is a much-debated issue. Most trade economists have a view of a world in 

which countries freely exchange goods, factors of production and technology. Free trade in 

goods leads to equalization of factor prices across countries. In the neo-classical growth 

models, capital and labour play the central roles as two main factors of production. From the 

perspective of conventional one sector neo-classical growth theory, international linkages do 

not matter, but from the trade perspective they are the crucial determinants. Although 

infrastructure plays an important catalytic role, it gets virtually no explicit mention in the 

relevant literature on trade and inclusive growth. However, development in endogenous 

growth theory has introduced the possibility of a productive role of public expenditure on 

infrastructure with an associated possibility of increasing returns to scale
13

.In economics, 

there is a need to concentrate on economic infrastructure which includes services from public 

utilities such as power, telecommunication, piped water supply, sanitation and sewerage, 

solid waste collection and disposal  and piped gas; public works  such as  roads and major 

dams and canal works for  irrigation and drainage and other transportation sectors such as 

urban and inter-urban railways, urban transport, port and waterways and airports
14

. 

 

THE REGION AND THE CONTEXT 

 The NER is unique in terms of the opportunities it offers. While it is an industrial 

desert where almost all immediate consumables are imported from outside the region, the 

NER is the focal point of trade within a vast area.NER‘s locational advantage provides a 

backdrop to its development as a base for cooperation not only with the Association of 

Southeast Asian Nations (ASEAN) but also with neighbouring countries such as Bangladesh, 

Bhutan and Nepal. 

 

 Over the past several years, a number of regional and sub-regional initiative have 

been taken by the countries in the South and South East Asia, which would help shape the 

economic geography of the region. These include the enhanced cooperation among the 

members of the South Asian Association of Regional Cooperation (SAARC) that have agreed 

to set up a South Asian Economic Union, the Bay of Bengal Initiative for Multi-Sectoral 

Technical and Economic Cooperation (BIMSTEC)
15

, the Asia-Pacific trade Agreement 

(APTA)
16

. Besides, India has adopted the ―Look East Policy‖ and is engaged deepening 

economic cooperation with ASEAN and countries to the East Asia Summit (EAS)
17

, which 

brings together ASEAN and six of its partner counties, including India. For providing a fillip 

to these initiatives, NER will have to play a pivotal role
18

. 

 

 From among the countries that are in the immediate neighbourhood of the NER, 

Bangladesh and Myanmar have particular significance. The former was integrally linked to 

the NER in the pre-partitioned India and the economic links that then existed have 

perpetuated till today through the informal channels. Myanmar provides the crucial gateway 

to the East Asian Economies, and hence effective connectivity with this country is of utmost 

importance. Therefore, a coherent strategy needs to be developed for strengthening the 

existing levels of trade links with these countries
19

.Over the past two decades the 

Government of India has taken several steps for promoting trade on borders with both 

Myanmar and Bangladesh. A border trade agreement with Myanmar was concluded in 1994, 

which allowed trade to take place initially through two points, viz. Moreh and Champhai, and 
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subsequently through other points to be identified jointly by the two governments. Border 

trade arrangement between India and Bangladesh remained largely undeveloped until the 

decision was taken by the Prime Ministers of the two countries in January, 2010 to establish 

border haats. 

 

 While efforts have been made to enhance the level of trade with Bangladesh and 

Myanmar, there is a need to look at opportunities beyond trade that will ensure that the 

partner countries reap longer term benefits. One of the possible ways is through the ‗trade–

induced investment-led growth‘ which was at the heart of the process of European Integration 

Project (Baldwin, 1996). Recently, India has also experienced deepening of its economic 

relations with Sri Lanka through ‗Trade-induced investment‘ 

 

NER AND THE INDIA’S LOOK EAST POLICY 

 ‗Look East Policy‘ is a part of response of India‘s response to the process of 

globalization. In other words, NE region participate in the ongoing process of globalization 

by means of the series of initiatives taken by India and its eastern partners for expanding 

mutual co-operation spanning over and through the NE region itself. Even though Look East 

Policy (LEP) had been part of India‘s Foreign Policy since early 1990s, a North East 

perspective emerged at the official level only in October, 2007 in a meeting of the Foreign 

Minister, Shri Pranab Mukherjee and the Chief Minister of the N_E States on the initiative of 

the Ministry of DONER. However, LEP is an integral part of North Eastern Region Vision 

2020—a Roadmap for development of the Region dedicated by the Hon‘ble Prime Minister 

Monmohan Singh to the people of the North East in July,2008. Over the years, three aspects 

of LEP-NE have emerged: Connectivity and Physical infrastructure to facilitate trade, Trade 

and Investment Protocols, Shortfalls in operationalization of existing assets and facilities, soft 

aspects of bi-lateral /multilateral relationships such as tourism and enhanced people-to-people 

interaction through sports, culture, academic and medical research etc. These issues are dealt   

country wise-Bangladesh, Myanmar, Thailand and South East Asia and China. 

 

 The initial economic diplomacy of India aimed at promoting intense regional 

economic integration, by looking towards the East, particularly with Southeast Asian 

Countries. In due course of time, the ‗Look East‘ policy yielded many benefits and supported 

India‘s economic transformation and growth, including closer strategic contacts between 

India and Southeast Asian Countries remarkable increase in the quantum of bilateral trade 

with other developing countries in Asia and increased people-to-people interaction. India‘s 

trade with countries bordering its North-Eastern Region also witnessed dramatic expansion; 

but this increase in the volume of trade with the eastern neighbours has had little or no impact 

on the Northeast
20

. 

 

This is primarily because India looks towards the ‗East‘ but not through its 

‗Northeast‘, coupled with its attachment to post-colonial territoriality which has continually 

placed the region in a seized situation. In order to end this ‗colonialism‘s most enduring 

negative legacy‘, borders need to be opened and the age-old practices and ties that existed in 

the borderlands, particularly among the transborder communities also need to thrive
21

.The 

Look East Policy ,in principle, aims for the creation of an enabling environment so as to  end 

the landlocked situation and isolation of the  North-Eastern Region by opening up the borders 

and reintegrating the region‘s economy through improved connectivity and trade between 

Northeast India and Southeast Asian Countries. In this increasingly ‗borderless‘ world, there 
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arises the prospect of undoing the effects of colonial legacies. Pranab Mukherjee, in his 

address to the first interaction with the public, organized by the Public Diplomacy Division of 

the Ministry of External Affairs, said, ‗geography is opportunity and very geographical 

location of the North East makes it the doorway to South East and East Asia and vice versa, a 

doorway to economies into India‘. 

 

 India can hardly look ‗eastward‘ without looking at the Northeast region. As indicated 

earlier, the ‗Look East Policy‘ is a part of response of India‘s response to the process of 

globalization. In other words, NE region will largely have to participate in the ongoing 

process of globalization by means of the series of initiatives India and its eastern partners 

take for expanding mutual co-operation spanning over and through the NE region itself. One 

certain thing to be noted is that we cannot avoid or escape from this inexorable process of 

globalization. Nor will it be wise to try and resist or oppose globalization for the NE is too 

insignificant a region to influence this massive international game. India has decided to be an 

active participant in this game and all we need to do, therefore, is to prepare for the 

challenges we must face. 

 

 The process of globalization obviously has several aspects and some new elements 

may yet emerge as it is navigated and steered into ‗exotically‘ backward economic sub-region 

like the North East India‘s. However, there appear to be at least three ingredients which 

inevitably accompany the process of globalization wherever it spreads. These are: it is 

technology driven, it is privatisation centric and it is opposed to market barriers or its 

effectiveness and its benefits to the participants thereof depend largely on open and free 

market. There are some of the elements of globalization, which we have to reckon while 

pondering over the hard challenges we may have to face, once the North East is effectively 

exposed to its processes. 

 

 In the context of globalization and liberalization and of the emerging ‗Look East 

Policy‘ of the Govt. of India, the issues of border trade across the North Eastern States of 

India have attracted the attention of the governments., planners, development agencies and 

the academics in India. Considering the geographical proximity and huge potentialities, the 

existing value and volume of bilateral trade between the neighbouring countries like Bhutan, 

China, Myanmar and Bangladesh on the one hand and India on the other, appear to be too 

small. It is because trading between these countries is quite difficult due to transport 

bottlenecks and the protectionist policy followed in the pre-globalization period. Lack of 

wider markets had impeded the economic development and the process of exploitation of 

potentialities of all these countries. 

 

 Border trade is referred to as exchange of goods and services among different 

countries in border points. The trade between the NER and the neighbouring countries may 

be classified into legal and illegal trade. One can estimate the extent of official trade, its 

volume and value through the land custom stations which are located along the international 

borders between the NER and the neighbouring countries. But there is a dearth of information 

with regard to the quantity of illegal or unofficial border trade. Many researchers found it 

extremely difficult to quantify the volume of such illegal unofficial trade. Moreover, many 

studies estimated that the official trade account for only the insignificant proportion in the 

total volume of border trade in North-East Region
22

. 
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 The formal trade links between India and its two neighbours, Bangladesh and 

Myanmar, have remained at a very low level. While the share of Bangladesh in India‘s total 

trade was about 0.7 percent in 2010-11, Myanmar had an even smaller share of about 0.2 

percent. In absolute terms, India‘s two-way trade with Bangladesh increased from US $1.8 

billion in 2005-06 to US $ 4 billion in 2010-11, which is the highest level ever. In the same 

period, India‘s two-way trade with Myanmar grew almost three-fold between 2005-06 and 

2010-11 to reach US $ 1.4 billion. An interesting aspect of India‘s trade with Bangladesh and 

Myanmar is that while in case of Bangladesh, India has maintained a large trade surplus, the 

country‘s trade balance is negative vis-à-vis Myanmar. In 2010-11, India‘s trade surplus with 

Bangladesh had exceeded US $ 3 billion, which was despite the fact that its import had 

increased by more than 62 percent as compared to that in the previous year. In contrast, 

India‘s trade deficit with Myanmar exceeded US $ 600 million in 2010-11, which was less 

than half of that seen a year earlier
23

.These low levels of trade do not include the informal 

trade that takes place through the local trade points, which have not been systematically 

recorded. People living in the border region have had economic and cultural links going to 

several centuries and the drawing of the political boundaries has failed to serve their ties. The 

interdependence of the people on the two sides of the political boundaries has given rise to 

informal channels of trade in goods and services. In fact, much of the trade taking place 

through the borders are through informal arrangements, whose importance seems to have 

hardly diminished despite the restrictions that have come into being in the past two decades. 

Informal trade has provided sustenance to the economies of countries. The importance of 

informal trade is immense for the NER, for it brings direct tangible benefits to the region. 

Trade across the borders of India with both Bangladesh and Myanmar face a problem of 

problems. Supply-side constraints, among others, are inhibiting two-way trade across the 

borders with its two neighbours. With 96 percent of India‘s NER constituting international 

boundaries, there is an urgent need to strengthen not only transport and communication 

infrastructure but also the institutional support that is currently available at the border so as to 

enhance the existing level of trade and economic linkage with countries bordering the NER, 

including Bangladesh and Myanmar. 

 

ACT EAST POLICY AND INDIA’S VISION  

 In recent years, there has been a renewed emphasis on Asia-pacific region in India‘s 

foreign policy. In August 2014, Indian External Affairs Minister Sushma Swaraj announced 

that the decade–long ‗Look East‘ policy, initiated in 1991-92, would become ‗Act East‘ 

policy. It was followed by the speech of Prime Minister N. Modi at the East Asia Summit in 

Myanmar in November 2014. He, formally asserted, India has turned the ‗Look East‘ policy 

into ‗Act East ‗policy. India‘s Act East policy focuses on the extended neighbourhood in the 

Asia-pacific region and the policy has gained political, strategic and cultural dimensions 

including establishment of institutional mechanism for dialogue and cooperation. 

 

 In augmenting the ‗Act East‘ policy, the Northeast of India emerges, by the criterion 

of geography, as the region which will act as the ‗strategic catalyst‘ or ‗game changer‘ in 

accomplishing the vision that the policy aspires to embolden. Situated between China, 

Bhutan, Bangladesh, and Myanmar and with an international border stretching up to 4,500 

km, the region has held the promise of acting as a bridge between India and Southeast Asia 

for years. India has recognised the strategic significance of its Northeast with regard to its 

―Look East‘/ ‗Act East‘ policy. Prime Minister P.V. Narasimha Rao, who envisioned and 

crafted the policy, undertook several measures towards this end. First amongst these 

http://www.skirec.org/


 

Asia Pacific Journal of Research in Business Management 

Vol. 9, Issue 12,  December 2018  Impact Factor: 5.16,ISSN: (2229-4104) 
www.skirec.org Email Id: skirec.org@gmail.com 

 

 
      

 
Page 25 

measures were proposal to build the Asian Highway and Asian Railway Link and natural gas 

pipeline. The proposed geographical niche for the Asian Highway is the Imphal-Tamu 

(Myanmar) road going on to the Kalemyo railway and then to Mandalay in Myanmar. A four-

lane Asian Highway is sought between New Delhi-Singapore linked to Kuala Lumpur, Ho 

Minh City, Phnom Pen, Bangkok, Vietnam, Yangon, Mandalay, Kelemyo, Tamu, Dhaka and 

Kolkata. There is a plan to construct a 1,360 km trilateral highway from Moreh to Mae Sot 

(Thailand) through Bagan (Myanmar)
24

.Moreh in Manipur is seen as the key to India‘s ‗Look 

East‘ policy. Manipur Chief Minister Ibobi Singh said, ‗Moreh is the most strategic 

international trading point in the region‘
25

.His view was reiterated by former External Affairs 

Minister Pranab Mukherjee during his visit to the region in June,2007. 

 

 Under the Act East policy, New Delhi has purposefully intensified its engagement in 

the Asian Pacific region. India and countries in the region have come together on a number of 

issues, ranging from joint military exercises to high-level visits, which illustrates the 

increasing strength of political and military ties. Having secured the support from the U.S. 

and some countries in the region, India is now looking to expand its presence in the South 

China Sea. The Asia-pacific region has come to have more strategic importance for 

international society. 

 

 Thus, the NE of India has been a priority in the Act East Policy (AEP) which provides 

an interface between North-East India and the ASEAN region. Some of the major projects 

under AEP include Kaladam Multi-Modal Transit Transport Project, the India-Myanmar-

Thailand Trilateral Highway Project, Rhi-Tiddim Road Project, Border Haats etc..Apart from 

ASEAN ,ASEAN Regional Forum (ARF) and East Asia Summit(EAS) ,India  has also been 

actively engaged in regional BIMSTEC,Asia Cooperation Dialogue(ACD),Mekong Ganga 

Cooperation(MGC) and Indian Ocean Rim Association(IORA).Under this AEP,closer 

cooperation in combating terrorism, collaborating for peace and stability in the region and  

promotion of maritime security based on international norms and laws are being  pursued. 

 

 The renewed focus of the AEP is evident in the extensive high-level visits by India‘s 

president, Vice-President and Prime Minister to nine of the 10 ASEAN States. In addition to 

revising the economic partnership, India has focused on promoting connectivity with other 

ASEAN states through Myanmar and Thailand, Relations with ASEAN have become multi-

faceted to encompass security, strategic political counterterrorism and defence collaboration 

in addition to economic ties. AEP has sought to significantly expand its geographical 

coverage beyond ASEAN alone, to include other countries like Japan, Australia, Pacific 

Island Nations, South Korea and Mongolia. Lately India‘s partnership with Japan has 

witnessed the most dynamic growth and the AEP has, thus, an impact on U.S. relation, by 

aligning India‘s Act East Policy with the U.S., pivot to Asia, India seeks to expand its geo-

strategic space to contend with China‘s growing assertiveness and foster balanced relations. 

  

 Road connectivity and Trade relation is set in motion through AEP.India helped 

Myanmar in completing 160km of the Tamu-kalewa-kalemyo sector of the proposed 

Trilateral Highway that seeks to link India, Myanmar and Thailand. By pursuing the 

Mekong-India Economic Corridor (MIEC) project, India seeks to get access to Laos, 

Cambodia and Vietnam.BCIM economic corridor, a highway linking Kolkata in India to 

Kunming in Yunnan province of China is important. Besides, the Kaladan Multi-Modal 

Transit Transport, between India and Myanmar is significant. It is understandable that 
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without significantly developing all the states in the Northeast, realising the vision of the Act 

East Policy from all dimensions remain to be a difficult proposition. Prime Minister Modi in 

a whirlwind tour covering Assam, Nagaland, Manipur and Tripura coined a new acronym for 

the vision.NEZ or Natural Economic Zone, and called for the region to be developed through 

economic corridors to Southeast Asia. The Prime Minister on this visit also announced a slew 

of much needed projects including scholarships for students, a national upgraded power and 

digital connectivity and new railway lines. 

 

 The vision could benefit immensely from water sharing. The Mekong-Ganga Co-

operation and Kunming Initiative have been undertaken by India and China respectively to 

reach out to ASEAN
26

. The Mekong-Ganga Co-operation was launched by India on Nov 10, 

2000 at Vientiane, Laos, to boost cooperation in tourism, cultural and education. The 

signatories were India, Thailand, Vietnam, Cambodia, Laos and Myanmar
27

. These countries 

agreed to undertake joint transportation projects including the trans-Asian highway. This 

initiative is India‘s most significant venture in the region.   

 

 

THE PROBLEMS 

 The economic development of the NER has been one of the most formidable and 

complex processes right from the inception of planned development in India. Despite the 

nature‘s bounty, the economy of the region is growing barely at one-third the national 

average. The few public sector enterprises that exist have in most cases fallen short of 

minimal efficiency norms. The entrepreneurial activities have been thwarted by a variety of 

factors mainly the absence of a critical minimum of infrastructural facilities. The inadequate 

rail and road transport services and poor quality of highways, inadequate science and 

technology inputs, underdeveloped communication network, high cost of transportation 

within the region and from the mainland, underdeveloped IT sector, low industrialization, 

insufficient air connectivity within the region and with abroad, shortage of competent 

entrepreneurs and skilled manpower, security problems due to prevalence of insurgency, poor 

marketing infrastructures, insufficient banking facilities, inability to attract FDI and lack of 

uniform tax structure among the NE States are the main drawbacks and unfavourable 

situations which hamper development and economic growth. 

 

 Physical and financial infrastructures are crucial for the development of the economy. 

They increase the competitiveness of the economy and provide efficient resource 

mobilisation. Except in social sector especially education, the region‘s infrastructure like 

road, power and communication are quite dismal. 

 

 Though the region‘s literacy rate has improved considerably over the years, the region 

has a long way to go for quality human capital formation. Along with education, health sector 

development should be an integral part of any development planning in the North East.  

 

 Several ethnic based insurgency groups operate in the region. They are running 

parallel structure in rural areas. Forced donations are quite common in both urban and rural 

areas where these groups dominate. Insurgencies in the region have already caused serious 

damage to the regional economy and took away a number of valuable human lives.  
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 The agricultural sector tends to grow at a slower pace than manufacturing and 

services sectors. The outmoded farming practices are still in vogue. In the hill areas, the 

destructive shifting method of cultivation still continues. The infrastructural constraints and 

recurring floods are major setbacks to the farm economy. In respect of credit facilities, the 

North Eastern farmers remain far behind the rest of the country. The region did not also 

receive enough media attention to this lopsided development of the region‘s economy. 

 

POTENTIALITIES 

 The NER with its geo-strategic locational advantage could emerge as a business 

transit centre for the BCIM, SAARC and ASEAN groups of nations. In that case, in certain 

strategic places of the North East, large warehouses with business offices of exporters and 

importers from both sides may be built-up. But it must be noted that unless exportable 

surpluses are produced within it, the North Eastern Region could not be able to derive the full 

benefit of all these developments simply by acting as a corridor of exports of other countries. 

North East has to identify a few well-defined thrust areas having comparative advantage and 

concentrate itself by specializing in those areas of production so that it can produce in excess 

of local demand. On the basis of specialization based on the thrust areas, the North East India 

can emerge as exporter to the East.  

 

 North East India is famous for its exotic flora and fauna. Out of the 925 varieties of 

orchids available in India, as many as over 600 can be grown in the region due to the 

favourable climatic conditions. In fact, approximately 200 varieties are unique to this region 

and 60 percent of these are ornamental in nature with high demand at the international 

markets. It is also ideally situated to produce spices, fruit and vegetables, flowers and herbs. 

Thus, NE India can emerge as an exporter of orchids, flowers, apple, orange, pineapples, 

spices, herbs etc. Moreover, the forests of North East offer a vast array of aromatic plants 

which can be used in the aromatic industry for the manufacture of perfumes, incenses etc. 

These days, there is an increasing international trend towards natural perfumes and room 

fresheners, shifting the focus from chemical ones. So, there exists a good scope for 

establishing aromatic industry in the region.   Similarly, The North East India is well 

known for its bio-diversities and heritage sites. Tawang in Arunachal Pradesh, Majuli, 

Kaziranga, Manas, Pobitora etc. in Assam can be developed further as tourist spots attracting 

more tourists from Europe and America. If modern transport and communication system 

between the ASEAN countries and India along with the requisite infrastructure facilities are 

developed, then tourists visiting the ASEAN countries are likely to extend their tour 

programmes to the NE India. 

  

  Several rivers big and small having high gradients are flowing across this NE region 

which is suitable to construct hydro projects to generate electricity. But, the developments of 

these power projects require huge investment and technological support, which is possible 

only through foreign direct investment. The WTO regime has given an opportunity to 

develop these power potentialities of the region. 

 

 Assam alone produces about 50 percent of the country‘s tea and tea industry in India 

needs new international markets. However, to capture such tea industry, the productivity as 

well as its quality front needs attention.   
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 World consumption of natural rubber rose by about 32 percent while that of synthetic 

rubber increased by only 4 percent during the last decade of the twentieth century. The 

Government of India selected NE as a major production centre of natural rubber during the 

Tenth Five Year period (i.e., 2002-2007). The target of plantation and re-plantation of rubber 

for the entire North East has been fixed at 7050 hectares by the end of the Tenth Plan against 

1410 hectares at the end of the Ninth Plan. The highest target of 3500 hectares has been fixed 

for Tripura followed by Assam at 2000 hectares.  

 

 Government of India has emphasised for the plantation of jatropha plants throughout 

the country and the NE is another emerging potentiality for the plantation of jatropha plants 

from which bio-diesel can be produced. This plant is grown widely in the entire North East. If 

its scientific captive cultivation can be undertaken in a large scale, the region can save lot of 

foreign exchange in terms of reduced import of crude oil, the price of which is increasing 

sharply. The plant produces seeds with an oil content of 37% and the oil can be combusted as 

fuel without being refined. It burns with clear smoke-free flame and is fit for diesel engine. 

The by-product is pressed–cake which can be used as fertilizer. The plant grows relatively 

quickly produces seed within 4-5 years and survives for about 40-50 years.  

 

 Thus, the region has immense potential. It is blessed with vast natural resources which 

include  huge mineral deposits( coal, petroleum, gas, uranium, limestone etc.), vast hydro and 

wind power potential, huge forest wealth ( timber, bamboo, grass brooms, canes medicinal 

and aromatic herbs ,rare species of orchids), favourable agro-climatic conditions for 

development of Agriculture, Horticulture and Floriculture; beautiful landscape and  country-

side for development of tourism; prevalence of high literacy rate in some States will be  

added advantage. The proposed Asian Highways with its feeder roads crisscrossing all the 

States will facilitate improved surface connectivity to the South East Countries thereby 

enhancing potential of NE Region. 

 

CHALLENGES  

 ASEAN can be symbolised by the uneven political and economic playing field. 

Indonesia has a nascent democratic set up, Malaysia having a two-party democratic structure, 

Myanmar having a democratic structure as well as many territories under insurgent rule, 

Philippines having a democracy with unique characteristic, Brunei under a monarchy, 

Singapore with a single party-political structure with a symbolic opposition and Vietnam and 

Laos both having communist Government in power. 

 

 The ‗Look East or Act East‘ Policy was largely conceptualised at New Delhi in the 

1990s, primarily as a response to the vacuum created in Indian foreign policy with the sudden 

demise of the Soviet Union. In that light, the policy was originally crafted more as a response 

by India to the systematic change in international politics rather than a policy aimed at 

uplifting its backward North-eastern Region. Once it was realised around 2000 that the ―Look 

East Policy‖ was a viable way to develop the Northeast, policy/decision makers started 

arguing for a proactive engagement of Northeast India with Southeast Asia. Significantly, 

India‘s conceptualisation of the ―Act East Policy‖ has no room for the unique local ways of 

doing trade. The trade envisaged is of high order, in which ethnic societies are ill-equipped to 

handle. When policy makers and crafters of the North-Eastern vision talk about great 

industrial exchange between the Northeast and Myanmar and further towards Southeast Asia, 

it appears absurd as there is no industry in Myanmar. Even with regard to border trade, the 
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Indo-Myanmar trade agreement of 1994 does not provide for trade in agricultural goods and 

hence it does not account for the needs of the Northeast which is heavily dependent on 

agriculture
28

. Added to this is the state of roadways all across the Northeast. The NH-

39(envisioned as Asian Highway-I) appears more like a primitive pot-holed road that one 

maintained by the State Public Works Department. Road connectivity to towns and villages 

gets completely cut off during the monsoon months of April-August due to rains and 

landslides. The railways face equally hazardous conditions and it has become a routine affair 

for Railway Bridge in the Northeast to collapse during the rains. The road to Moreh and 

Champhai, significant border towns for potentially huge border trade in the future, are in 

worse conditions. Almost all the States in this geographical area, barring Sikkim, Mizoram 

and to large extent, Meghalaya and Tripura suffer from militant violence. Meghalaya is 

infested by militants belonging to the National Socialist Council of Nagalim-Isak-Muivah 

(NSCN-IM) and United Liberation Front of Assam (ULFA), and small arms are routed in 

through the Bangladesh-Meghalaya border into other States of the Northeast. Assam is 

affected by armed group like the ULFA, the National Democratic Front of Bodoland 

(NDFB)-Songbijit faction who routinely uses violence in the strategic corridor of Kokrajhar 

district connecting the Northeast to the rest of India. Manipur, where the border town of 

Moreh is situated, is affected by nearly 32 insurgent groups, including the United National 

Liberation Front (UNLF) of Manipur, the People‘s Liberation Army of Manipur, the Kuki 

National Army (KNA), etc. These armed groups impose illegal taxes on local business and 

people, and collect them by coercion methods. Across the border in Nagaland, the NSCN-IM, 

NSCN-Khaplang (NSCN-K) and NSCN-Khole-Kitovi factions levy enormous taxes on 

business establishments and export money from the common people. 

 For the implementation of the Act East Policy, there are many problems in the region. 

First problem is the landlocked condition of the region for which the NER is lagging behind 

in terms of connectivity and market access to its neighbouring countries. India‘s policy of 

strengthening its ties with eastern neighbours has been limited to counter insurgency efforts 

as seen in Bhutan and Myanmar. The Act East Policy is used as a means to convince the 

neighbouring countries to drive out insurgents taking shelter in these countries. The role of 

North-eastern States in the Act East Policy is negligible till date. So far, it seems to be a 

dictated policy of the central government. This is in sharp contrast to the role played by 

Yunnan province of China in search of closer relationship with its Southeast Asian 

neighbours. 

 

 In recent years, there has been a dramatic expansion of India‘s trade with countries 

bordering the Northeast. However, this has had little or no impact on the economy of 

Northeast as most of this trade expansion is through seaports. In spite of huge potential, the 

Indo-Myanmar trade remains insignificant, amounting to few crores of rupees per year. The 

traded items between India and Myanmar are mostly third-country products and there is 

hardly any visible effort on the part of the governments to develop the border regions and 

expand the tradable items. Following their search on India, Goldsmith Sachs & Company‘s 

economists, Jim O‘Neill and Tusher Poddar (2008) came up with a report on ‗Ten Things for 

India to achieve its 2050 Potential
29

‘.  Some of the findings, such as improving governance, 

increasing trade with neighbours, increasing agricultural productivity and improving 

infrastructure are essential elements needed in the North-eastern region. In order to reap the 

benefits of this policy, particularly from FTAs with the economies of the East, Sushil Khanna 

(2005)
30

 has identified a few key variables, such as transit arrangements, proliferation of 

trade routes and custom check, posts and easy visa regime, making it possible for traders, 
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business persons and transport operators to move in and out of the region. Hence, it requires 

massive investments in infrastructure: construction of roads, railways, air transport and 

communication facilities, which are largely absent. Hotels, restaurants and resorts need to be 

constructed for tourists and other business persons. The Shukla Commission on 

‗Transforming the Northeast‘ estimated way back in 1997 that such investment would exceed 

Rs. 25,000 Crores
31

.As envisaged in the ‗North Eastern India Vision,2020‘. 

 

 As a ‗trouble periphery‘, the challenge of policy implementation in India‘s Northeast 

relates to the question of governance. The profound ‗disaggregation of authority‘ and 

‗proliferation of spheres of authority‘ in the region pose serious challenge to ‗govern the 

ungovernable
32

.This challenge comes not only from the insurgent groups running parallel 

governments and symbiotic economy; this ethnic groups in the region are also highly 

mobilized to achieve certain sectional goals through public protest and various other means, 

which at times the sub-national States are not capable of handling. Unless there is good 

governance, there cannot be progressive development, and there cannot be good governance 

unless the socio-political problems in the region are solved. These correlations indicate that 

the ultimate goal of the Look East policy cannot be attained unless socio-political problems 

which continue to plague the region are solved and upon which the continuity of the 

draconial Armed Forces Special Powers Act (AFSPA) of 1958 depends
33

. 

 

 Besides the regional problems, the imagination and people-to-people contact is 

straight –jacketed by the ‗sinophobia‘ of India. A realist assessment by Batabyal (2006)
34

 

sees the Look East policy as a strategy ‗play a new balancing game against China in the 

Southeast Asian and the Asia-Pacific region‘. This assessment is always downplayed by 

official India; yet, if one carefully looks into any initiative involving China, such as the 

BCIM Forum and the rebuilding of the Stilwell Road, it is non-starter. However, sub-regional 

cooperation that do not involve  China such as MGC,BIMSTEC and the Kaladan  Multi-

modal Transit project are pursued with vigour by India. Thus, how much India is willing to 

meaningfully engage with China in the future will depend on the normalization of strategic 

and territorial disputes. However, for any meaningful activity to take place in the region, 

several hurdles need to be overcome due to which the region has been embroiled in difficult 

circumstances for the past several decades. Starting from various forms of insurgent activities 

to the problems of illegal migration and drug trafficking, which are all transnational in nature, 

the Government of India needs to forge cooperation with the neighbouring countries. Such 

cooperation with the neighbouring countries should not be limited to tackling the long-drawn 

insurgency problems only, which would instead alienate various ethnic groups of the region 

further. 
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CONCLUSION 

 In the present age of Globalisation, no region in the world can remain immune from 

outside influence or from opening itself up. Towards this end, the resolution of all internal 

issues becomes a prime imperative to prepare the region for its role as India‘s ―gateway to 

Asia in the 21
st
 Asian Century‖. What needs to be done now is a follow through, with binding 

political and administrative decisions to secure the region and ensure harmony amongst its 

multitude of ethnic groups and communities to dryly becoming ―India‘s gateway to a share of 

prosperity in this ―Asian Century‖.   

 

 India‘s efforts to set up its influence in the Asia-Pacific region have been increasingly 

discernible in recent years. The Act East Policy reflects the rapidly changing geopolitical 

realities in the Asia-Pacific, mainly defined by the rising of China and India, and increased 

convergence of interest between India and US. However, for any meaningful activity to take 

place in the region, several hurdles need to be overcome due to which the region has been 

embroiled in difficult circumstances for the past several decades. Starting from various forms 

of insurgent activities to the problems of illegal migration and drug trafficking which are all 

transnational in nature, the Government of India needs to forge cooperation with the 

neighbouring countries and this cooperation should not be limited to tackling the long-drawn 

insurgency problems only. Lively relations between transborder communities can be 

facilitated through certain mechanism which would ensure the participation of these 

communities in border trade and inter-country trade, in which the border region should not 

act as a transit corridor but as a source of local manufacture and enhancing people-to-people 

contact. The emphasis should be on industrialization and growth and the eventual overall 

development. The India Government and the North-eastern States must adopt proactive role 

and provide not only infrastructure but also political stability and good governance. Trade 

alone is not sufficient to transform the region and put it on a sustained development path.  
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