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   This is a comprehensive study of the potential for services in trade and investment between South Asian countries. It starts with the premise that the potential exists because services constitute close to  50% or more of the GDP of all south Asian economies. They are the main factor in the GDP growth of 7% or more in all SAARC countries and have grown prior to sustained industrialization as happened in other Asian countries. The book examines the potential for five services-telecommunications, energy, tourism, health and education. It sees considerable potential but requires prior actions by the concerned countries. They are: improvement in the information base by countries and in bilateral trade and investment in South Asia; cross-country learning and harmonization on regulatory frameworks, standards, and institutional issues like visas and taxes to enable labour and capital mobility ; development of transport services infrastructure and trade facilitation measures; and capacity building efforts regionally.

Existing intra-regional trade through the groupings in SAARC-SAPTA and SAFTA- are low compared to ASEAN. Services could bolster this. The reasons are the considerable overlap in their respective trade baskets, most countries in the region with r small-sized and relatively underdeveloped markets, poor connectivity in transport and communications and infrastructural bottlenecks, relatively high and dispersed levels of protection in most countries, and political problems between each other that make them unwilling in varying degrees to increase interdependence and communication.    

However the book demonstrates the considerable scope and potential from regional integration in services. All have shifted economic structures from dominance of agriculture to services. Considerable variation exists between them in size of service economies, revealed comparative advantage indices, etc. There are potential complementarities in capital and labour flows across the countries. 

Telecom has considerable potential and can overcome for all countries the other disadvantages of poor development of economies. The potential for capital flows from India are considerable. However, the investment climate must improve, by regulatory cooperation being prioritized, numbers harmonized, call rates made comparable between countries, and lower termination charges to enable improved competition.

Energy services integration offers considerable potential but requires political will. Electricity trading and trade in natural gas as well as transit pipeline facilities, offer huge potential for extra earnings. Regional cooperation must begin at institutional, infrastructural, informational and regulatory levels. An apex regional body for the purpose will help. The Iran-Pakistan-India and Myanmar-Bangladesh-India gas pipelines have been under discussion for a decade. Similarly the potential for hydroelectric power sales from Nepal to India could add significantly to Nepal’s earnings, as it has to Bhutan. But there seems to be little agreement on prices and tariffs. 

Tourism trade has immediate potential for regional trade integration. The issues to be resolved are lower travel costs, improved transport connectivity, streamlining of visa procedures, streamlining of tax structure in tourism industry, etc. Health services are a promising area for regional integration. A gradual approach, with small pilot experiments might be the way to approach this opportunity. Cross-border investments, capacity building and regulatory cooperation are three areas for cooperation. Insurance and cross-border payment arrangements must be tackled. 

Education services offer immediate potential for regional integration. Post graduate and professional education, scholarships, faculty interchange; collaborative research-there is considerable potential. In recent years however there has been a decline in the flow of international students to India and especially from South Asia. Distance learning is another area for regional integration. All of them require political will and revisions to existing rules.  

In all the sectors whose potential is discussed in the book, India is the market, investor, and user of labour and of natural resources. The other countries are the suppliers to feed India’s growing appetite. India has to find ways to assuage the envy and suspicion that is thus engendered. Perhaps there is no way to resolve this problem other than South Asia becoming a part of another community like ASEAN (if they will have SAARC in it). 

  The book concludes with the appropriate warning that political economy has been at the back of poor progress of regional integration in South Asia and will continue to be so. This is accentuated by the dominant size of India both demographically and economically, and in recent years, its faster and more consistent growth. This has made South Asian countries nervous of Indian dominance and the meddling by China in the region has made matters more difficult. In addition, the long-standing hostility between Pakistan and India and the terrorism it has fostered must make South Asian countries nervous of getting too close to either country. 

Rupa Chanda has tackled an unusual and challenging set of issues in this book. They need discussion and advocacy on wider platforms for the sake of peace and stability in South Asia. (805)
