Chapter III

EXSTING TRADE LINKAGES OF THE NORTH EAST REGION

Economists and policy makers have been emphasizing on the importance of trade for the development of the North East region. The basic argument for trade is that trade provides the scope for overcoming the limitation of domestic market. In order to understand the extent and scope of trade based industrialization for the North East region, we need to have some idea about the existing pattern of trade and trade linkages of the NE region with the outside world. The existing pattern of trade linkages of the North East region can be seen in two ways: - external and internal. By external linkage, we mean the region's trade with the countries or regions outside India. On the other hand, internal linkage means trade with the rest of the Indian states other than the North East states. Of course, there is another kind of linkage, which is the trade linkage within the eight North East states. But we shall ignore this linkage in this study. Our main focus is on the scope for trade and investment in relation to the external and internal market linkages only. 

III.1. External trade Linkages

North East, in terms of its location, can be strategically placed as a link in India's trade with South- East Asia and Australia and New Zealand. Expansion of trade with this region could provide a springboard for the region’s development. The region has to concentrate on increasing trade with the neighboring countries mainly to create opportunities for rapid development. This is necessary both as a short and medium term measure since production of industrial and agricultural items with export-bias would need some gestation period. The region has comparative advantages in many local resource based manufacturing activities, which the region is still not able to exploit due to its general industrial backwardness. The increasing importance accorded in recent years to commercial ties with South East Asia, provide an ideal opportunity to use Noth-East states to exploit its comparative advantage. Historically, trade between India and Myanmar has been important. Proper planning and implementation can reverse the current situation where India accounts for only about 1% of Myanmar’s trade while China accounts for 30% of such trade. Intensification of North- East trade with Myanmar and other countries of S. E. Asia would not only improve living standards in Nagaland but serve India’s strategic interests in this area.

The importance of the North East region in India’s trade with the neighboring South and South-East Asian countries as a location of production and as a trade route cannot be easily evaluated. The reason for this is that there is no separate trade statistics for this region. We have India’s overall trade with these countries. The importance of North East as a production location for the products India is trading with these countries can be examined by looking at the commodity composition of the legal trade of India with these countries. However, these data do not tell us anything about the importance of North East ad a trade route. Therefore, we first look at the commodity composition of India’s legal trade with the South -South -East Asian countries to find where the NE region stands in the trade as a possible production location. The next section will deal with the border trade (illegal trade) to examine the importance of the North East ad a trade route.

III.2.
India’s Trade with South- East Asia.

To identify the products exported to South East Asia we looked at India's exports to its major trade partners in that region, namely, Thailand, Singapore, Malaysia and Indonesia. Box 1 below shows the products that India exported to all the four countries in 1996-97.

	BOX 1

	India’s Exports to South- East Asia, 1996/97 (Rs. Mill.)

	
	INDONESIA
	MALAYSIA
	SINGAPORE
	THAILAND

	SHRIMP MACROBACTIUM FRZN.
	6. 5
	143. 0
	131.0
	235.0

	MEAL OF SOYABEAN 
	3684.4
	745.6
	6085.8
	1243.1

	GRANITE CRUDE OR ROUGH
	110.2
	25.3
	51.3
	101.4

	PHTHALIC ANHYDRIDE
	93.1
	40.2
	28.1
	14.3

	INDIAN COTTON
	1625.3
	128.85
	10.62
	899.0

	ALLUMINIUM INGOTS
	538.5
	63.2
	1427.6
	98.0


Source: DGCIS March 97

It is clear that none of these products are produced in the North Eastern region since most of these products are manufactured where NE has no advantage. But some of these products like chemicals and small electronic components can be produced in the North East region. Because for such products, the transport costs are negligible and there are significant possibilities of value addition by local labor. Considering the region's vast potential of mineral resources such as Granite crude, expansion of India’s export from the region is possible.

Further, incentives if are given to the traders to route trade via the North East states, India can increase its exports to the South-South-East Asian (SSA) countries by exploiting the transport advantage of the North East region. For the classic small economy these incentives can be offered in a package through creation of an Export Processing Zone (EPZ). In India such EPZ's already exist in Kandla (Gujrat), Noida (Delhi), Santacruz (Maharashtra), Madras and Falta (West Bengal).  The EPZs in India have not been major contributors to exports as in some other countries. This is shown in Box 2 below.

	BOX 2

	Exports From India's EPZs


	(  Rs. Crores)

	Year          India's total X         X from India's EPZs       % share of India’s Exports

	1985-86        10894.6                    321.4 *                                    3.0

	1986-87        12452.4                    359.8 **                                  3.0

	1987-88        15719.4                    333.5 **                                  2.1  

	1988-89        20281.0                    516.5 **                                  2.6


*From Kandla & Santacruz       

** From All Six Zones

Thus it can be seen that the contribution of EPZs to India’s exports has been declining over time.

However, the existence of EPZs presumes certain institutional and infrastructural prerequisites. The box 3 below lists the salient features of an EPZ.

***It may be noted that the region’s main shortcoming as an EPZ is the availability of infrastructure. Typically, an EPZ requires an airport with good road/rail linkages to the rest of the state. 
	BOX 3

	Features of Export Processing Zones


	

	· Access to wide ranges of infrastructural facilities such as airport, good road system, standardized factory buildings etc.

	· Entitlement to certain fiscal and financial incentives and customs privileges (e.g. duty free imports of raw materials, semi finished products, machinery etc ) .

	· Policies attracting foreign capital and technology.

	· No Central Excise Tax on finished products or specified raw materials.

	· Tax holiday for 5 years.

	· Facility to sell 25% of the product in the domestic market 

	· Availability of credit at preferential rates from Central and State Financial Agencies up to Rs.3 mn.


III.3.
Border Trade.

Historically, land locked countries have engaged in border trade
 with their neighbors. Border Trade has a special significance to the economies of the North -Eastern States due to their peculiar geographic location. The region shares only 2 percent of the border with the Indian mainland, while 98 percent is connected with international border-a border shared with the neighboring countries of Myanmar, Bangladesh, China and Bhutan. Meghalya, Assam and Tripura share common border with Bangladesh while Mizoram, Manipur and Nagaland share border with Myanmar and Arunachal Pradesh is bordered by Tibetan region of China and the Himalayan range of Mountains. In addition, Assam has border with Bhutan also. Special emphasis is now accorded to enhancing border trade with Myanmar and Bangladesh as India has forged special relationship with both Myanmar and Bangladesh. India has entered into Border Trade Agreement with Myanmar on January 21, 1994. The Agreement came into effect on April 12, 1995 when Indo-Myanmar border was officially declared open for trade at Moreh in Manipur. India has no formal Border Trade Agreement with Bangladesh and three North-Eastern States of Meghalaya, Assam and Tripura either through authorised customs check posts or on an informal basis. Generally, border trade is based on items, which are bulky in nature. Boxes 4 and 5 below look at Indo-Burma trade over the period 1991/92 and 1996/97.

	BOX 4

	INDO- BURMA TRADE  1991-92



	ITEMS
	EXPORTS TO BURMA 

(Rs. Mill.)
	IMPORTS FROM BURMA

 ( Rs. Mill.)
	ITEMS

	
	
	
	

	MALTED MILK (1901)
	2.39
	3
	PEAS shld or unshld (0708)

	BARYTES  POWDER (2511)
	13.09
	34.25
	PEAS dried or shld (0713)

	MEDICINE (3004)
	0.82
	13.8
	BEANS (0713)

	COSMETICS (3304)
	1.74
	37.06
	KIDNY BEANS include. WHITE PEA (0713)

	WOOD (TEAK )  (4403)
	23.61
	4.38
	GUAR SEEDS (0713)

	BED SHEET etc. (6304)
	1.11
	410.07
	OTHERS (0713)

	JUTE SACKING BAGS (6305)
	7.08
	33.98
	MOONG (0713)

	BARS AND RODS (7215)
	31.03
	102.42
	TUR (0713)

	ELECTRICAL GOODS(8512)
	1.81
	6.39
	URAD (0713)

	ELECTRIC INSULATORS OF OTHER MATERIALS (8546)
	1.81
	74.3
	SWAN/CHIPPED TEAK WOOD (4407)

	
	
	
	

	TOTAL
	84.49
	719.65
	


	BOX 5

	INDIA- BURMA TRADE 1996-97



	ITEMS
	EXPORTS TO BURMA 

(Rs. Mn.)
	IMPORTS FROM BURMA 

(Rs. Mn)
	ITEMS

	
	
	
	

	CHILLY (0904)
	21.8
	2.9
	BEANS fresh or chilled

	WHEAT (1101)
	289.8
	390.8
	PEAS dried or shld

	QUARTZ etc (2506)
	0.14
	501.8
	MOONG

	MEDICINES (3004)
	36.9
	1876.6
	TUR

	COSMETICS (3304)
	17.4
	304.9
	URAD

	FUSES etc. (3603)
	20.3
	100.5
	BEETLE NUT whole

	TYRES (4011)
	73
	35.6
	CRUDE PALM OIL & its fractions

	STEEL etc (7208)
	20.8
	2.5
	SHEEP SKINS

	TREATED STEEL (7210)
	414.3
	9.2
	GURGAN (Dipterocarpus Alatus)

	BARS &RODS (7213)
	38.5
	4.7
	CATHODES, ANODES,INGOTS

	
	48.8
	
	

	
	58.8
	
	

	HOT ROLLED (7225)
	33.2
	
	

	PILING etc (7301)
	18.3
	
	

	BICYCLES (8714)
	23.05
	
	

	TOTAL
	1115.09
	3229.5
	


As can be seen from the above there has been no significant change in the trade pattern during the period 1992-97. As in the year 1991-92 imports from Burma during 1996-97 largely consist of agricultural items. In the year 1996-97 one set of manufactured goods i.e. cathodes, anodes, ingots got added to the list. But exports to Burma mainly consist of manufactured goods. Two notable items that are new in the list of exports (1996-97) are wheat and steel. 

From Box 4 & 5, it's clear that India is engaged in trade with its neighbor countries in large amount through Border States. Due to the lack of data, we have to stick to few items. However, these do not necessarily show any clear picture about the region's comparative advantage as the origin of these products remains unidentified. The items like steel, treated steel, Bars and Rods, Tyres, Wheat, Electronic and Electrical goods are essentially not produced in the North East region due to industrial backwardness and lack of capital. Now, setting up ancillary industries can develop the region through relocation of production of these items. To help the relocation process, border trade should be legalized and improvement in transport and marketing net work is crucial. The items like Malted milks, Barytes Powder, Medicine, Cosmetics, Wood (Teak), Jute sacking bags, electrical and electronic goods etc. can be supplied by the region. This way, it would help the region to identify its pattern of comparative advantage to experience higher growth through trade.
III.4.
Extent of illegal trade: Indo- Burma. 

One methodology used to estimate the extent of illegal trade is to compare export and import figures using both a country’s own trade data and the partner country data. For the former we used the trade figures published in India’s Monthly Statistics of India’s Foreign Trade (Exports and Imports), Directorate General of Commercial Intelligence and Statistics (DGCI&S). For the latter we used Burma’s trade figures as reported by the UN’s Direction of Trade publication (DOT). We converted the DGCI&S data to million $ using a conversion rate of Rs. 40 / $ and compared it with the estimate given by DOT for the same period. . This study showed that the level of illegal imports from Burma has been significantly high and it has increased during the period 1992-96. The levels of illegal exports to Burma on the other hand have not been high. This is shown in box 6 below. 
	BOX 6

Illegal Trade, India-Burma

	1991-92
	Exports to Burma
	Imports from Burma

	TOTAL (DGCIS in mill. Rs.)
	84.49
	719.7

	TOTAL (DGCIS in mill. $)
	2.414
	20.6

	DOT DATA (mill. $)
	4
	47

	1996-97
	
	

	TOTAL (DGCIS in mill. Rs.)
	1115.09
	3229.5

	TOTAL (DGCIS in mill. $)
	27.87725
	80.7

	DOT DATA (mill. $)
	29
	167

	IIFT REPORT: TOTAL INFORMAL TRADE (1995): Rs. 20 bill. Or $500 mill.

	VALUES OF ITEMS SEIZED  BY INDIAN CUSTOMS(Rs.)

	ITEM
	1993-94
	Apr-Nov 1994

	WOOD
	1003544
	71090679

	SPICES
	6351060
	509405

	SILVER
	2458650
	

	GOLD
	
	1215800

	VEHICLE
	1638500
	6435000

	LENS
	1364350
	1552820

	FABRICS
	290810
	1015691

	ELECTRONIC GOODS
	
	1316656

	MISC. CONSUMER GOODS
	3232206
	3702280

	NAROTICS  SEIZED  ON THE INDO MYANMAR BORDER

	YEAR
	QUANTITY (Grams)

	1992-93
	14.6

	1993-94
	329.6

	1994-95
	2070.7


Source: Study on Promotion of Border Trade between India and Myanmar--- Indian Institute of

Foreign Trade, New Delhi, 1995

The Indian Institute of Foreign Trade while doing a survey of Export Opportunities in Burma found an estimate for informal trade with the country.  It was found that goods like cycles, motor accessories, drugs, petroleum products, cement, and construction material were informally exported from India. Goods coming into the country were timber, electronics and other third country manufactures. The Table above gives the value of selected items seized by the Customs Department on the Indo- Myanmar Border.
It is also seen from Box 6 above, that the official exports of Burma are more than twice the official imports recorded by India. This indicates the presence of illegal trade. This is true for both 1991-92 and 1996-97. In 1991-92 Burma’s own figures indicate exports to India of $ 47 million compared to India’s official imports of $ 20 million. The corresponding numbers in 1996-97 are $ 167 million and $ 80.7 million. In general, one expects import values to be higher than export values as the former are valued on c.i.f. basis and the latter on f.o.b. basis. On the other hand, as seen in col.2 of Box 9, the difference between India’s exports to Burma (row 2) and Burma’s imports (row 3 as calculated from the UN’s Direction of Trade statistics) are not very high and can be explained by differences in valuations. This is generally true for both the reference years chosen. The lower half of Box 6 indicates that drug trade can explain a substantial part of this illegal trade.

However, apart from the drug trade, the incentive for trade must be based on price differences. The incentive for trade (legal or illegal) is clear if one looks at the prices prevailing in Burma for some common items of consumption.

	BOX 7

	PRICES OF SELECTED ITEMS FOR LAST QUARTER 1997

	
	
	
	
	

	
	FEB
	MAY
	AUG
	NOV

	2nd QUALITY RICE /pyi
	85-90
	100
	120
	120

	4th QUALITY RICE/pyi
	50-60
	65-68
	60-75
	60-75

	CATFISH/ viss
	250-280
	450-500
	450-500
	450-500

	SHRIMP/ viss
	180-250
	450-500
	400-550
	400-550

	CHICKEN/viss
	500-600
	550-700
	600-650
	600-650

	COOKING OIL/viss
	300
	350
	400
	440

	PETROL/gallon
	250-260
	270-275
	180
	180


1  viss= 1.6 Kg,  1  pyi= 2.1 Kg, 1 gallon= 3.8  litres

Source: Economic Intelligence Unit 1997

It is thus clear that for all the items of mass consumption, prices in Burma are 4 to 6 times those prevailing in India.

It is important to note that increasing trade with Burma is important from both the security and economic standpoint. From the security point of view, India accounted for 1. 5 percent of Burma’s imports from Asia in 1996 compared to 30 percent for China. However, India’s share in Burma’s imports has increased by two and half times between 1991 and 1996. Given its long border with Burma, Nagaland will be a crucial link in this trade expansion.
 

From the economic viewpoint, India needs to tap two important Burmese resources: oil and timber. While the strategic importance of oil is well known, the role of timber imports is likely to increase given the Supreme Court ban on green felling. Alternatively, North East will have to develop plantations which are outside the purview of the Supreme Court ruling. In the case of oil, the possibility of setting up joint ventures will have to be explored. Here the region has a natural advantage as a base camp for Indian entrepreneurs.

III.5. Indo-Myanmar Border Trade:


The volume of Indo-Myanmar Trade principally on informal basis, through the border areas at Moreh (Manipur)6 and Champhai (Mizoram) is, however, considerable. According to an estimate made by a study by the Indian Institute of Foreign Trade in 1995, on “Promotion of Border Trade between India and Myanmar” the extent of border trade between the two countries is placed at around Rs.2000 crores per annum. The informal trade has continued to hover around this figure, as a variety of high value items including precious and semi-precious stones and sophisticated electronic goods feature regularly in such transactions.


The varied assortment of commodities featuring in the informal trade between the two countries is as follows:

III.5.a. Through Moreh Border (Manipur)


From Myanmar to India: - Electronic goods, Synthetic blankets, Manmade fabrics, Car batteries, Inverters, Emergency Lamps, Locks and Padlocks, Precious and Semi-precious Stones, Walking Shoes, Soaps, and Toiletries, Silk yarn and Cloves.


From India to Myanmar: - Automobile parts, Drug & Pharmaceuticals, Cycle Parts, Chemicals (bleaching powder, ammonium chloride, etc.), Urea, Cotton Yarn and Handloom Lungies, Stainless Steel Utensils.

III.5.b. Through Champhai Border (Mizoram)


The items traded through Champhai border in Mizoram, particularly, the goods received from Myanmar are more or less similar in nature to those imported through Moreh. Indian exports through this Border, however, show some variations in the product-mix as shown below:

From Myanmar to India: - Drugs and Pharmaceuticals, Synthetic fabrics, synthetic blankets, Torches and batteries, Electronic goods, (TV Sets, Air-conditioners, V.C. Rs), Hardware items, High frequency radio sets, beverages, semi-precious and precious stones and metal scrap.

From India to Myanmar: - Nescafe (instant Coffee), Tea, Maltova, Horlicks, Baby foods, Wheat flour, Medicines, Bicycles, Cotton Yarn (in bales), cotton made-ups, sanitary fittings and stainless steel articles.

III.6. Indo-Bangladesh Trade


Trade between India and Bangladesh is carried out as per the Ind-Bangladesh Trade Agreement which provides for “Most-Favored Nation Treatment” (MFN) accorded to goods and services of both the countries. Both the countries accord mutual preferential trade concessions to each other as well.


Official trade between India and Bangladesh during 1995-96 and 1996-97 averaged over Rs.3400 crore. While India’s exports to Bangladesh averaged Rs.3200 crore, imports from Bangladesh averaged only Rs.250 crore. India’s major items of export to Bagladesh include textiles, machinery and instruments, transport equipment, rubber products, chemicals and pharmaceuticals and minerals and ores. Major imports from Bangladesh include fertilizers, raw jute and organic chemicals.


India and Bangladesh had a Border Trade Agreement in 1972 but it was never fully operationalised. Nevertheless, there are exports to Bangladesh through the borders of Meghalaya, Assam and Tripura. In 1996-97 exports to Bangladesh from these three states amounted to Rs.113 crore. Meghalaya alone exports to the extent of over 60 percent and Assam around 21 percent and Tripura 16 percent.


Commodities supplied to Bangladesh through the border by the States of Meghalaya, Assam and tripura include onion, ginger, oranges, dry chillies, garlic, paper, stone boulders, apples, coal and limestone. Coal and limestone are the major items supplied. Stone boulders are sent largely through Meghalaya and there is fair measure of demand in Bangladesh for this item.  
III.7. Trade with rest of India


Another way by which the North East region can overcome the limitation of domestic market size for industrialization is through the expansion of trade with other Indian states.

Currently, the main exports of North East to the rest of the country are mainly traditional handicrafts and provision of tourism services. In this chapter we explore prospects for expanding such trade. Exports from the North-East Region can broadly be divided into three categories:

a) Products of North-Eastern Region exported outside the region are mainly Tea, Jute, Silk Handlooms, Cane & Bamboo crafts.  Tea constitutes the bulk of exports. North-Eastern Region’s Tea exports both, on direct and indirect basis, is estimated at Rs. 692.66 crore during 1996-97. There is no clear estimate of the share of Jute of N.E. origin in exports of Jute & Jute products from the country, as it is mostly used for blending in the manufacture of various type of Jute goods in West Bengal.

b) Items exported through the Customs check posts located at the borders, within the Region. Many of these items are produced locally e.g. ginger, dry-chilly, fruit & vegetables, coal & limestone etc. Such exports are of the order of Rs. 95 crore in 1996-97.

c) Products that fall in the third category are those which are produced or procured from outside the North-Eastern Region and exported to the neighboring countries like Myanmar, Bangladesh, Bhutan etc. In this category are included not only certain essential commodities like onion, salt, kerosene, spices etc., but also engineering goods, drugs & pharmaceuticals and certain chemicals. However, since there is hardly any value addition in this category and the North-Eastern Region acts merely as a transit route to the neighboring countries, such exports cannot legitimately claim to be North-Eastern origin.

Table below shows exports that took place from the North Eastern Region during 1995/96 & 1996/97. The products have been divided into six board product categories as follows:

· Agro-based Products




· Tea





· Mineral Products

· Forest-based Products




· Handicrafts




· Textiles

Table 1

EXPORT OF SURVEY AND NON-SURVEY PRODUCTS (1995/96 AND 1996/97)

Val in Rs. crore

	Product group
	                   1995-96
	                   1996-97

	
	Direct
	Indirect
	Total
	Direct
	Indirect
	Total

	Agro-based

Products
	90.4
	20
	110.4
	27.98
	10
	37.98

	Forest based

Products
	---
	---
	---
	---
	20
	20

	Mineral products*
	191.71
	---
	191.71
	84.62
	---
	84.62

	Tea
	193.23
	579.70
	772.93
	197.90
	494.76
	692.66

	Textiles
	---
	---
	---
	---
	0.5
	0.5

	Handicrafts
	---
	0.9
	0.9
	---
	0.9
	0.9

	Total
	475.34
	600.6
	1075.94
	310.5
	526.16
	836.66


· Including Stone Boulders

· Source: Field investigations as carried out in the IIFT survey in 1997
As can be seen from the above table, the estimates of authorized exports for the year 1996/97 from the NER is Rs. 836.66 crores. Direct exports are Rs. 310.5 crores and the indirect exports are estimated at Rs. 526.16 crores in 1996/97.

III.8.
Electronic Commerce. 


Many of the policy recommendations in the above are based on long or, at least, medium term considerations. In particular most of the suggestions for development are based on existence of some infrastructure in the form of road/rail/air links, marketing networks, trading links. We have argued that North East’s primary advantage lies in its skilled labour force and a form of trade which is very skilled labour intensive is electronic commerce. For India as whole exports of software have defied all recessionary trends in the economy in the last two years. Box 8 shows the growth in India’s software exports in the last two decades.

	BOX 8

	Software Export From India

	Year                                      Value (Rs.mill.)

	1985                                                110.0

	1993-94                                          1380.2

	By 2000                                          5000.0


It is important to note that the infrastructure for software development can be set up in a short space of time requiring only a network of computers and servers with satellite links. Globally, the development of the Internet has allowed a lot of commerce to be conduct on the World Wide Web. This has eliminated the need for expensive traditional infrastructure like roads and bridges to ease communications. In the next decade, one is also likely to see most of the traditional marketing taking place on the Internet. The only major input required for electronic commerce is skilled labour. Software development, for example, is also highly labour intensive with large backward and forward linkages. But even more important perhaps for North East states would be the provision of services such as accounting using facilities for trans boarder data flows. In the longer run Internet can be used offset many locational disadvantages (see in Box 9). North East state’s disadvantage of small geographic size can be easily overcome with promotion of information technologies. The role of the government of India would be primarily in establishing the communication links and setting up of a network of educational institutes for training.  Existing software companies in other parts of India may be invited to set up shop in these states and save the state from funding such education. 

	BOX 9

	A study of the economy of the state of Vermont in the North East of the US showed the beneficial impact of using the internet. The Vermont Teddy Bear Co., a toy producer, was almost on the verge of collapse three year ago. But by spending $ 100,000 on marketing through the internet it was able to generate sales of more than $5 million. Today internet sales account for 20 % of its sales and the Company has completely turned round. The study says that 2300 Vermont business have established a home page and 1300 use their web sites for directly selling their products; 73 % of business have increased their sales and 58 % of companies have discovered new markets for their products. 


III.9. Agricultural Development and Trade


North East states being a predominantly agricultural, any increase in productivity in the sector will give a significant boost to the state’s economy. Agricultural development affects economic development in a numerous ways - higher agricultural incomes raises demand for manufacturers, higher productivity releases labor from subsistence production for employment in other sectors, provides subsistence products to the non-agricultural population.

In the past, agricultural productivity in the state has stagnated. Improving productivity among small holders is a complex and time-consuming task - development of high productivity technologies, dissemination of the technology, establishment of distribution networks for supply of inputs and disposal of the output. We propose a more limited strategy for agricultural development tied to export markets. Exports of flowers from India have been expanding rapidly and in recent years such exports to Japan, South East Asia and Australia and New Zealand have increased particularly rapidly. To exploit this opportunity studies need to be undertaken to determine the flowers that can be grown, develop appropriate strategy to develop and sell the flowers.


The region also has the potential for selling fruits and vegetables to the rest of the country - at the moment much of the output seems to rot. Exploitation of the export market requires either that the fruits and vegetables be processed. Alternatively, the possibility of supplying them by air to major markets may be explored.

III. 10.
Trade in Handicrafts 

North East can interact with the rest of the country through trade in handicrafts which are a traditional industry of the economy. To investigate the possibilities of such trade being the engine of growth we refer to the AEDR report. The report made a survey covered about 150 shops in the major markets. The survey was conducted on the basis of a structured questionnaire, which was filled in by our field staff based on questioning of the shop owners. The results of the survey are shown in the box below.

	BOX 10

	· Many shops did not stock any products from North Eastern states 

	· Some stocked only a few products like beads, masks, jewelry such as necklaces and some wood products.

	· Customers rarely asked for products from North East because they were not aware of any specific products from this region.

	· Many of the products from North East were more expensive than similar products from other states.

	· Lack of an appropriate distributor was a constraint to stocking North East products.


Thus increasing the sale of North East products would require

	BOX 11

	· Increasing the visibility of the products in the minds of customers.

	· Making the products more readily available to sellers by appointing appropriate agents.

	· Examining causes for the high price of such products in order to reduce costs and make the products more competitive.


It is thus obvious that increasing such trade would not be cost effective in terms of the high costs of increasing consumer awareness of North East products. In addition, such trade is constrained by supply constraints of the local unorganized industry. However, the economies of large-scale marketing would accrue if the North-East states as a whole could pool their resources.

III.11.
Tourism.


Given the need to generate employment, tourism offers tremendous potential for North East. The entire North-Eastern Region has tremendous potential in the Services Sector and Tourism in particular, can act as a catalytic agent in transforming the Region into an economic power. Some other studies also indicate this
. We undertook a survey of 25 of the large and small domestic and international tour operators in Delhi.  The results of the survey are summarized in Box 3 below. Given the stress laid on travel to the North-East as a package, it probably would make sense to develop a North-East Trade Promotion Centre based on cooperation among the states of this area. The hotel facilities in the state will need to be augmented to encourage tourism, since hotels often tend to be loss making in initial stages; their establishment will need to be carefully examined.

	BOX 12

	· In the period 1991-96, number of tourists has more than doubled from 67 million to 140 million.

	· Number of domestic tourists to North-East has stagnated at 14000 per year, 1995-97, which is 0.01 percent of total domestic tourists.

	· Main factors discouraging tourists are lack of awareness of tourist facilities, transport expenses (for North based tourists) due to lack of air links among states of the North-East, security perceptions.

	· Main potential at present lies in adventure tourism. Such group tours seem to reduce security threat perceptions.

	· Initial attempts must be to involve travel agents in Eastern states like West Bengal and Orissa.

	· Encourage tourists as part of a North- East package.


III.12.
Summary

In applying a trade model of growth to North East, we have argued that the state must concentrate on its most valuable resource—skilled labour, male and female. In the short run, this implies promoting sectors electronic commerce. Opening of border trade is expected to achieve the industrialization process of the North Eastern states, taking into account export prospects offered not only by Myanmar but also by other South East Asian countries. In addition, steps must be taken to formalize the already large, but illegal, border trade with Burma. Lungwa is one identified trade point.


From the long run point of view, North East can envisage setting up of an Export Promotion Zone (EPZ) and act as a window for India’s exports to East and South East Asia. Given its land-locked nature, North East would have to concentrate on high value added items where transport costs are not a crucial constraint and which use relatively skilled labour. While existing exports of chemicals and electronic components are feasible, North East states can exploit their rich forestry resources in exporting non-timber forest products. One such item is floriculture. However, the state would need to tie up with canalizing agencies like the MMTC to explore marketing links. It must be noted, however, that internal road and air links remain the crucial constraint to setting up such and EPZ. 

It must be stressed that we have only identified various potentialities in region’s position. Implementation of these suggestions will require further mode to identify the precise possibilities and how to overcome any particular problems that may arise. For this connection it is important to ensure that the strategy chosen with accord with the socio-potential realities and are in consonance with the desires of the people.
In its trade with the rest of the country we have focussed on sectors with a high skilled labour component. Here, we identify two areas, tourism and handicrafts for focus. The renewed emphasis on border trade can be attributed for the increasing importance of the Government of India for forging closer commercial and economic links with the larger markets of the fast developing South East Asian economies. The North East has already established a large volume of informal trade through different border routes with both Myanmar and Bangladesh. With judicious implementation of policies and programmes, the North-Eastern borders could form important gateways for an expanded trade with the more affluent ASEAN markets. However, given the limited resources of the state we suggest development of these two areas in co-ordination with the other states of the North-East.
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