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Chapter I

BUILDING EXTERNAL MARKET LINKAGES FOR THE ENTREPRENEURS IN THE NORTH EAST REGION

The North East India or simply the North East as usually referred to in India is a region as interesting and varied as India itself. It comprises of the eight states of Assam, Arunachal Pradesh, Manipur, Meghalaya, Mizoram, Nagaland, Tripura and Sikkim. It is hilly; it has plains on both sides of the mighty Bramhaputra and then the mighty Himalayan range around it.

The North East is divided into discrete plains regions encompassed within hills, with a number of agro-climatic zones within them. It is characterized by heavy precipitation, extremely rich bio-diversity, fragile hills, high seismicity, and a drainage pattern marked by lateral valleys in the north and transverse valleys in the south, dissected by huge rivers and raging torrents. All of this renders communication difficult and expensive, especially in view of the neglect of the great waterways that were once major arteries of commerce and culture. It has been a victim of retarded development for a variety of reasons. The region has been losing its accumulated wealth through a very adverse credit-deposit ratio.

The governments have miserably failed to deliver the basic necessities of life. States have not been able to deliver the basic goods to their people. There is a growing discontentment on the level of corruption. The regional disparity between the other States of India and the North East has widened as also the disparity between the rich and the poor within the region. Except Mizoram and Manipur, all other States have higher percentage of people under the poverty level than all India average. 

The region can’t develop in geo-political isolation quite apart from the deleterious impact of this handicap on national integration. Market access is vital for development. Alongside good communications, energy is clearly the most obvious engine for giving a fillip to agriculture, promoting industrialization and employment generation, and enhancing the financial resources of the region both directly and indirectly. River management is a very high priority for Assam in view of the damaging effect of annual floods on agriculture, infrastructure and the lives of the people.

The North East spreads over a vast expanse of 262,299 sq. km with a relativley small population of under 40 million. However, the cultivable area is limited and the land-man ratio has become increasingly adverse. Barring the Imphal Valley and pockets elsewhere, agricultural yields are low while traditional farming with a shrinking Jhum cycle has become ecologically unsustainable. The community, not the state owns much land in the hills. Though privatization and "enclosures" are evident in some places, urbanization is generally low, except in Assam, Mizoram and Nagaland.

The regional economies are simple, heavily deficit and dependent on the rest of the country for basic needs. All seven units are special category states whose development plans are almost entirely centrally financed on grants and loans. There is no agricultural surplus and limited capital formation and entrepreneurial skills. Assam had seen earlier development around tea, oil and timber, the region is, however, basically pre-industrial despite a number of saw mills and plywood factories, a few cement plants and other miscellaneous enterprises apart from oil.

The North East is a latecomer to development. The trauma of partition, political evolution and reorganization of Assam along the present state boundaries, insurgencies, have interrupted the progress. The inadequate transportation, communication facilities, insurgency problem, lack of investors and absence of manufacturing industries blocks to the growth of trade in the region. For better scope for promoting exports from the region to the neighboring countries, road development work in the border areas would be taken up in earnest to step up trade with the neighboring countries. 

The limited market size, transport bottlenecks, lack of infrastructural facilities, poor technology, lack of reliable skilled labor have pushed the region into a vicious circle and crippled it's development process.

The region mainly export natural resource intense products like tea, timber in which it has comparative advantage and import manufacturing products from the other states of India and neighboring countries. It can't expect to higher growth because growth comes through export of manufacturing where it can enjoy economies of scale. Hence the region fails to exploit the economies of scale due to its limited domestic and external market size.

The region is further locked up due to lack of industrialization in this region. Industrialization is further limited by lack of access to market. The poor industrial scenario has further crippled the employment opportunity in the region. The problem is further aggravated by high population growth. Agriculture can't provide job. The profit making entrepreneurs are also not available due to lack of market and insurgency problem.

Hence, there is obvious need for the development in this region. The major question arises how to develop this region. The primary focus of our study is on the harnessing the full potential of the natural resources endowments of the North East Region and it’s educated people, equal attention will be given to identify the increased trading opportunities that will emerge out of enhanced investment flows into the region.

In the next chapter we will discuss with the Economic and demographic structure of the North East region. Here we will explain the region's geographical position, population, income distribution, production and consumption patterns and economic profile. 

In the chapter three, we will discuss with the Existing Trade Linkages of the North East Region. Our interest will be to examine the volume and composition of export and imports of India with these countries and the share of the North East region in India’s trade. Here, our study will carry out quantitative analysis of export-import statistics of the neighboring countries and the trading patterns. The analysis will result in the identification of the potential areas where external trade based investments in the North East Region likely to be attractive. While carrying out the analysis the cost advantages that are likely to emerge out of the special incentive schemes that are available in the North East Region will also be evaluated.

Finally, In chapter four, our study will examine the existing Strategies of Trade Oriented Industrialization in the North East Region: A Blue Print of Growth. An evaluation of the external market linkages and the potential for trade related investment would not only help in better appreciation of the opportunities for investment for external investors as well as create greater awareness among the people of the North East Region about the growth opportunities.

1
4

