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COOPERATION 

 
A. A Case for Economic Integration 

1. Studies as well as empirical evidence show that economic integration delivers 
substantive benefits to the participant countries. For integration and subsequent trade to 
happen, manufacturers in the trading countries are compelled to develop products with a wider 
market appeal and as per universally acceptable technical standards. This experience helps 
countries develop a comparative advantage to serve more markets even outside the sphere of 
regional co-operation agreements. Also the countries themselves increasingly, adopt universal 
standards owing to which the overall size of the market increases for the products. 
 
2. The benefits of economic integration are well evidenced by the performance of the East 
Asian economies which transformed into advanced economies between 1960 and 1990. One of 
the reasons for East Asia’s superior economic performance is due to economic integration 
driven by regional cooperation. Today East Asia is one of the most economically integrated 
regions in the world. 
 
3. In contrast, South Asia is not only poorly integrated amongst its constituent countries but 
also with other regions of the world such as Association of Southeast Asian Nations1 (ASEAN) 
and East Asia. The figure below shows the stark differential in trade between South Asia with 
other regions like East Asia, ASEAN and China, which is a small proportion of the regional trade 
between ASEAN and East Asia, East Asia and China and China and ASEAN. 
 

Figure 1: Inter-Regional Trade in Asia 
 (2012, USD bn) 

 

 
 
4. While credit certainly goes to the neo-liberal economic policies and strong governance 
instituted by the countries, economic integration and free trade have been persistently cited as 
the driving force behind the Asian Miracle. 
 
5. However, the potential for increase in trade in South Asia is huge. A case in point is the 
high growth rate in trade between the two major sub-regions of South Asia and South East Asia. 

                                                 
1 ASEAN is a political and economic organization of ten Southeast Asian countries. 
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The trade has grown at a compounded annual growth rate (CAGR) of over 20% in the period 
from 2001 to 2011. Trade between India and ASEAN plus Japan, South Korea, and the 
People's Republic of China (ASEAN+3) has expanded from USD 14.6bn in 2000 to nearly USD 
182bn in 2012. During this period, ASEAN+3 have become major suppliers of capital goods to 
India and there is a rising trend in trade of parts and components for capital goods. However, 
the potential between these two regions and with the rest of the world can only be fully realized 
if there is enhanced regional cooperation leading to higher economic integration. 
 
B. Global Production Networks – Mechanism for Achieving Economic Integration 

6. An important mechanism for achieving economic integration is global production sharing 
(GPS) in the manufacturing sector. GPS is the dispersion of separate stages of an integrated 
production process across national boundaries. By virtue of GPS, the value chain of production 
gets divided among multiple firms spread across national boundaries and thus creates a global 
production network (GPN). GPN has been the key driver of shifts in manufacturing exports from 
developed to developing countries in the past two decades, increasing supply to address 
growing demand, but at the same time decreasing prices. The emergence of GPNs have 
allowed lead manufacturing firms to fragment manufacturing production across borders by 
locating individual production activities in economies where they can be performed at the lowest 
cost. 
 
7. An assessment of the region and country-wise data for 2010-2011 for their GPS in 
exports showed that South Asia and India account for a share of barely 0.4% and 0.3%, 
respectively. In contrast, regions like developed countries (taken together as one block) had a 
share of 55.2%, while developing East Asia (comprising China, South Korea and ASEAN) had a 
share of 36.8%. Of this developing East Asia share, China alone contributed close to 16.5% and 
ASEAN contributed around 8.2%.   It is evident that South Asia needs to improve its level of 
economic integration, and needs to identify the right approaches to achieve this objective.  
 
C. Implementing Economic Integration 

8. South Asia’s resource diversity provides huge opportunities for trade, investment, and 
economic growth, as the region’s remarkable success in recent decades show. Its level of trade 
interdependence with the rest of world is increasing rapidly. South Asia in general and its largest 
economy, India now plays an increasingly important role in the global economy. 
 
9. Recognizing the huge trade potential, regional cooperation organizations like South Asia 
Subregional Economic Cooperation (SASEC) and Bay of Bengal Initiative for Multisectoral, 
Technical and Economic Cooperation (BIMSTEC) have taken up comprehensive transport-
enhancement initiatives to strengthen physical connectivity between South Asia and Southeast 
Asia. Since 2001, SASEC has been promoting projects-based cooperation among a subset of 
SAARC countries. In 2011, SASEC started to concentrate on three sectors (transport, trade 
facilitation, and energy), focusing on projects identified in the SAARC Regional Multimodal 
Transport Study (SRMTS) and the SAARC Regional Energy Trade Study (SRETS). On the 
other hand, under BIMSTEC development framework, the focus has been on enhancing 
connectivity and development of gateway projects and accordingly, around 65 projects as per 
the BIMSTEC Transport and Logistics Study Update and Enhancement (2014, Manila) are 
under various stages of implementation and have to be completed in 2020.   
 
10. It is noteworthy that the trade facilitation measures emphasize on easing trade between 
the growth poles (production/consumption centers) that are spread across the countries of this 



3 

region. Likewise, the transport infrastructure initiatives focus on building transport corridors 
between the growth poles (consumption/production centers) spread across the borders of these 
countries. The primary objective of both these initiatives is to ease trade and reduce transit 
time/cost as well as improve transport convenience. By building the transport corridor, through 
trade facilitation at borders, the primacy of such growth poles is further reinforced, with the 
consequence that the peripheries of growth poles and their inter-se regions either do not 
benefit, or benefit only later, as growth organically spawns outwards from the growth poles. 
While in a national context, because of similarity in legal framework, rules for business, culture 
and ability to coordinate actions as well as institutions, there may still be possibility for growth to 
spread outwards in inter-se regions; but in a transnational context, roadblocks such as 
differences between stakeholders, the policy space, and the absence of institutional options for 
coordinating actions, will inhibit such growth from spawning out in the inter-se regions of a sub-
regional transport corridor. Such binding constraints inhibit the potential for realization of full 
benefits that could result from regional transport corridor development and attendant border 
trade facilitation measures. 
 
11. Accordingly the transport corridors and trade facilitation measures, while beneficially 
impacting the economic profile of the region, will still fall short in delivering broader economic 
objectives, since they cannot be leveraged to their full potential unless a conscious initiative is 
launched to benefit the straddling regions alongside these transport corridors. 
 
12. Therefore, overcoming the transport corridor limitations by adopting a regional economic 
corridor development approach (by leveraging transport corridors to provide a backbone) will 
enable spatial focus for regional cooperation projects and activities, and cluster them along 
transport corridors or at nodal centers on the transport corridors. This will help develop inter-se 
areas between growth poles which surround the transport corridor, including catalyzing 
investment from within and outside the region. The spatial focus helps prioritize regional 
projects, and facilitates coordination of national projects among neighboring countries. Most 
importantly, the regional economic corridor development approach helps to channelize the 
resources by pooling and prioritizing them to deliver the regional projects of the economic 
corridor, thereby breaking down departmentally siloed priorities, and help maximize the impact 
of limited resources available for the benefit of regional projects. 
 
13. By leveraging the transport connectivity projects, there is an opportunity to build 
economic corridors linking productivity centers, demand centers and trade infrastructure and 
distributing growth and development along the length of the transport corridor spine. 
 
D. Economic Corridors 

14. Economic corridors connect economic agents or nodes along a defined geography. 
Economic and industrial corridor development essentially involves the creation of an efficient 
multimodal transport network within a defined geography, supported by quality infrastructure, 
logistics, a policy framework that facilitates doing business (e.g., trade facilitation), and 
distribution networks that link production centers, urban clusters, and international getaways. 
They are however not stand-alone developments. The effects of economic corridor 
improvements are not confined to the specific region or country in which the improvements 
occur. Their impacts should be seen with a wider perspective accounting for the network effects 
that they induce in other economies and geographies. 
 
15. The Indian government's recent promotion of dynamic economic corridors is a notable 
step in this direction. These corridors are expected to kick start the country's manufacturing 
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sector and provide employment to millions entering the workforce. The economic corridors are 
principle instruments to deliver India's National Manufacturing Policy aims, which target to raise 
the share of manufacturing in gross domestic product to 25% and create 100 million jobs within 
a decade. 
 
16. Prime examples of economic corridor projects in South Asia are located in India. The 
first such corridor is the Delhi–Mumbai Industrial Corridor, a USD 90bn project defined by the 
1,483 kilometer connectivity between India’s political and economic capitals. Similar economic 
corridors have been proposed in other parts of the country, e.g., Chennai–Bangalore and 
Amritsar–Kolkata corridors. Besides India, a potential industrial corridor between Dhaka and 
Chittagong is being conceptualized in Bangladesh. Sri Lanka has also expressed interest in 
developing economic corridors leveraging its major sea ports. 
 
E. The East Coast Economic Corridor – a potential corridor for regional cooperation 

17. The Government of India (GOI) has been promoting dynamic economic corridors as part 
of its National Manufacturing Policy with the theme “Make in India”. In 2014, the Government 
approved Asian Development Bank’s (ADB) proposal to develop the East Coast Economic 
Corridor (ECEC) extending from Kolkata in West Bengal to Tuticorin in Tamil Nadu. ECEC 
focuses on the development of national and regional economic corridors along the east 
coast and northeast of India by stimulating economic activities through network externalities, 
linkage with domestic urban and industrial clusters and by hooking up with regional value 
chains and GPNs in Southeast and East Asia.   This approach strategically aligns with and 
strengthens India's Look East Policy and the Make in India initiative. 
 
18. The goal of the development of the ECEC is not only to expand domestic output and 
create additional employment but also create a more competitive environment for the 
development  of  trade  and  industry  in  the  states  along  the  corridor  and  foster  regional 
cooperation with Southeast Asia and East Asia (figure 2). 
 

Figure 2: Economic Corridors Linking South and South East Asia 
 

 
19. The East Coast Economic Corridor has three complementary components:  

• The trade and transport corridor, 
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• The production clusters producing goods for both consumption in the domestic 
market and exports, and  

• The urban centers along the corridor. 
 
20. The urban clusters are not only major markets but also a source of labor and technology 
to support the production activities. This corridor stands out in comparison with  other proposed 
national corridors as it hosts several ports2 along the east coast that can serve as international 
gateways to provide the country with an access to the global production networks and forge 
deeper trading links with southeast and east Asia. 
 
21. To support and boost this growing trading link between India and East Asia as well as 
Southeast Asia, developing efficient multimodal connectivity between these regions is critical. 
The government has unveiled plans to develop new ports as well as increase container handling 
capacity in eastern ports to meet the demands of growing trade between India and East Asia. 
 
22. In addition to improved transport connectivity, the vision for corridor driven growth is 
complemented by comprehensive reforms on the softer components – skill development, ease 
of doing business, improvement in investment climate, improved ease of logistics, and 
development of land management plans. 
 
F. Visakhapatnam–Chennai Industrial Corridor: the first phase of ECEC 

23. ADB is actively supporting the development of ECEC. In 2014, ADB completed the 
conceptual development plan for India’s ECEC, with initial focus on the corridor between 
Vishakhapatnam and Chennai (Vishakhapatnam–Chennai Industrial Corridor, VCIC). VCIC 
hosts several ports along India’s southeast coast and is largely straddling the state of Andhra 
Pradesh in South India. The VCIC dovetails effectively into the vision of the Government of 
Andhra Pradesh (GoAP) that seeks to capitalize on its strategic location on the east coast of 
India and its linkages, both through land and maritime corridors, with Bangladesh, Myanmar, 
People’s Republic of China, Sri Lanka, and other countries in Asia, to foster greater integration 
into regional and global value chains. 
 
24. The Vishakhapatnam–Chennai Industrial Corridor Development Program (VCICDP) is 
proposed to support GoAP for infrastructure development and policy and institutional reforms to 
stimulate economic growth and employment generation. ADB primarily aims to support GoAP in 
the short-term on debottlenecking infrastructure and enhancing ease of doing business. In 
addition, ADB would also engage with the GoAP as a strategic partner for master planning and 
large scale brownfield investments in the medium-term and for developing new economic nodes 
or cities in the long-term. 
 
25. VCIC is included in the regional cooperation operations business plan (RCOBP) for 
South Asia (2015-2017) and in the country operations business plan (COBP) of India (2016-
2018) as a project for 2015.3 It is in line with the strategic objective of the Regional Cooperation 
Strategy (RCS) for South Asia (2011-2015) of improving regional connectivity and facilitating 

                                                 
2  The major ports on the east coast are Kolkata, Haldia, Paradip, Visakhapatnam, Ennore and Chennai.  These are 

supported by private ports in in Kattupalli, Krishnapatnam, Dhamra, Gangavaram, and Karaikal. Three port clusters 
are emerging on the east coast (i) Upper east coast- comprising Kolkata, Haldia, Dhamra, and the proposed Sagar 
port (ii) central east coast - Visakhapatnam, Gangavaram, and Kakinada (iii) lower east coast - Chennai, Tuticorin, 
Krishnapatnam, Kattupalli and the planned ports at Ennore and Kakinada. 

3 ADB. 2014. Regional Cooperation Operations Business Plan. Manila; and ADB. 2015. Country Operations Business 
Plan. Manila.   
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cross-border trade. It is a national project with strong regional implications: (i) promote trade and 
transport facilitation, which is a priority of the RCS; (ii) help the state of Andhra Pradesh 
formulate and implement business-friendly policies required for economic corridor development, 
providing demonstration benefits to other SASEC countries; and (iii) encourage cross-border 
investments and regional production networks. 
 
26.  Although manufacturing firms in Andhra Pradesh primarily serve the domestic market, 
there are several units located in special economic zones as well. With the new initiatives 
planned as part of VCIC, opportunities will arise for industrial upgradation through an 
engagement with wider regional production networks. In addition, with the gradual offshoring of 
end-use industries, global manufacturers have shown keen interest in expanding presence in 
new markets. Industries where increased connectivity with global production networks and 
global value chains is foreseen are chemicals and petrochemicals, textiles, auto and auto 
components, food processing, pharmaceuticals and electronics. VCIC, with its strong resource 
base and potentially lower logistics costs, will have an advantage in attracting major 
manufacturers in these industries. 
 
G. In Conclusion 

27. In context of regional cooperation and integration, VCICDP is the first stage the 
pioneering ECEC initiative which seeks to achieve, trade industrial and economic integration. It 
aims to transform transport corridors into economic corridors. This involves a multi-sector 
approach, which combines various related sub-regional and national initiatives in infrastructure, 
policy reforms to promote ease of doing business, and institutional reforms to support, sustain, 
coordinate and monitor the various interventions centered on the transport artery. Thus, 
VCICDP builds on ADB-assisted regional cooperation and integration (RCI) projects (i.e., the 
SASEC road connectivity projects/programs in Bangladesh, Bhutan, India, and Nepal; SASEC 
trade facilitation program loans/grants in Bangladesh, Bhutan, and Nepal, and BIMSTEC 
program), connectivity to the Greater Mekong Subregion (GMS) and related Japan Fund for 
Poverty Reduction (JFPR) financed technical assistance. 
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