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INTRODUCTION  
                     South East Asia has been the faster growing region in the world for the past three decades where the economy of Japan 
and newly industrializing economics of south east Asia have been formed as the models of accomplishment for other emerging 
economics. The regional economic integration has been adopted as a strategy for development in different parts of the world in 1990s 
following the formation of single market by European Union and North American Free Trade Agreement (NAFTA). With rising 
esteem of regional economic integration worldwide, more than half of the world trade is now conducted between members of regional 
trading arrangement of preferential basis. In past few years, south East Asian countries have also recognized this potential of region 
economic integration which is clear from numerous free trade arrangements, especially Association of South East Asian Nation. At the 
same time, the economic reorganization and liberalization have paved India’s Rapid economic growth and international economic 
relation. From this point of view, India has adopted Look East Policy to promote economic cooperation and development with East 
Asia which provide an opportunity to economic transformation and growth to its logging regions particularly the north eastern states 
which can help India to shape an Asian Economic community. India is negotiating bilateral free trade agreement with East Asian 
economic authorities which cover trade in goods and services as well as investment and also may create economic cooperation with 
East Asian countries. Therefore, in this background, the look east policy followed by India since 1991 has made the East Asian region, 
the country’s largest trade partner which bring several problem and prospects to India in general and NER especially. This will help 
India with negotiation on economic cooperation to foster economic growth. 
 
Objectives 
          The main objectives of this study are 

1. To examine the nature and extent of regional economic cooperation in south Asia and Indian trade relation with other    
countries. 

2. To determine future prospect to regional cooperation by India on look east policy. 
3. To analyze the challenges for look east policy from an Indian view point. 

 
Methodology 
              This study is based on mainly secondary data collected from the publication of various organizations via. Ministry of 
commerce, statistical department, Government of India, UNDP, IMF, World Bank, Directorate of Economic and statistics of various 
governments, Research publications of Individuals etc. 
 
Discussion 

The nature and extent of regional economic cooperation in south Asia and Indian trade relation with other countries: 
               India’s effort together speed of industrialization and improve international competitiveness receive a boost up with the 
declaration of new industrial policy in July 1991. The policy changes were planned to draw sustained capital inflow into India, which 
provide opportunities for growing weight abroad, setting up the basis for distorted relationship with East Asia. India is one of the fast-
rising countries in the world, growing rate of about 8 percent in past few years. Large population of India provides market to the 
countries of the world. So, India’s foreign trade should also replicate its potential to materialize as a super. The total volume of India’s 
foreign trade has gone up from Rs. 1250 corer in 1950-51 to Rs.63080109 cores in 2003-04. At the same time, the value of India’s 
import has increased because of rapid industrialization policy of import liberalization within country. However, the exports have not 
grown significantly due to primary product base, increased domestic consumption, export promotion measures etc. 
 
                 Comparatively the growth rate in exports and imports during 1950-51 to2005 increase in both exports and imports. It 
observed that spontaneously increasing export trade policy of look east policy. In case of the direction of India’s foreign trade, other 
Asian countries and Oceania are major trading partners for India as far as exports are concerned. 55 percent of total exports from India 
are made to this region and followed by west Europe, and America. Major destination for Indian products within Asia and Oceania 
region includes Hongkong, Japan, Singapore, followed by China and Singapore. The major export destination for Indian goods in west 
Europe are UK (18.80%) Germany (14.02%) Belgium (12.95%) and Italy (11.46%). 
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Table 2.1: Trade Situation of India 
region Export Inport 
 2007-08 2008-09 Growth% 2007-08 2008-09 Growth% 
East Asia 567316 799238 40.88 3372628 5365367 59.08 
ASEAN 6593187 8652513 31.23 9124477 11942145 30.88 
South Asia 3871968 3882302 0.27 850063 826445 -2.78 
EU Country 13885979 17921442 29.06 15465618 19443488 25.72 
East Europe 42702 58339 36.62 14397 14345 -0.36 
South Africa 1452388 1428376 -1.62 1945810 3291746 69.17 

Sources: Department of commerce Export Import Data Bank. 
 
        Recent trend of direction (India’s Foreign Trade) reflects that the main trade destination of India is the European countries and 
followed by the other Asian countries. However, the growth in export and import during 2007-08 to 2008-09 were highest for east 
Asian countries and India’s trade with ASEAN also Showed as significant higher growth. 
 
2. Foreign Direct Investment In India (FDI) 
          India’s FDI is considered to be the most attractive type of capital flow for emerging economics as it is expected to bring latest 
technology. However, India has only very recently emerged as a destination for FDI since the pro-reform years were mark with a 
sharp antipathy toward foreign capital. Over the period 1991-2000 FDI approval varied considerably over the geographical span of 
control. Four states like Karnataka Maharashtra Tamilnadu and Gujarat accounted for over one –third of total FDI approval. The 
shares of these individual states were 7.6,13.7,6.7 and 5.3 percent respectively. The shares of kerala, Haryana, and Panjab and 
Rajastan were comparatively smaller where the flow of FDI into populous states such as Biher and Uttarpradesh and the North Eastern 
states has been virtually negligible. Country wise, FDI inflow to India are dominated by Mauritius (34.49%) followed by the USA 
(17.08%) and Japan (7.33%). As per the United Nations conference on Trade and Development (UNCTAD) report titled assessing the 
impact of the current Financial and Economic crisis on global FDI Flow India achieved a growth of 85.1 percent in FDI inflow during 
2007-08, which was the highest globally. The total flow increased from US dollar 25.1 billion in 2007 to USDollar46.5 billion in 
2008. 
 
Table 2.2: FDI inflows to India 

SL 
No 

Rank Country Augt.1991to 
March 2000 

2000-01 2001-02 2002-03 2003-04 2004-05 Total 
inflow 

1 Mauritius 
 

13272 4111 10063 3766 2609 3730 37551 

2 USA 8956 1544 1748 1504 1658 2401 17811 
3 Japan 3314 977 809 1971 360 466 7897 
4 Netherland 2260 706 890 836 2247 906 7845 
5 UK 2286 303 1673 1617 769 361 7009 
6 Germany 2396 540 519 684 373 553 5066 
7 France 1002 455 499 534 176 165 2822 
8 South korea 2094 90 05 188 110 115 2601 
9 Singapure 1244 502 251 180 172 225 2573 
10 Switzerland 948 71 180 437 207 287 2130 

 
           Total FDI inflow   60604                 12645         19361          14932          12117         1178           131385 In terms of UNCTAD  
survey 2008-10, China is the most preferred investment destination followed by India, the USA the Russia and Brazil respectively. 
Similarly, AT Kearney 2007 FDI confidence index shows China India and USA as the most preferred location in that order. For long 
term prospects JBIC survey of Japanese manufacturing transactional corporation shawed India replacing China as most promising 
country for business operations of Japanese TNCs. So, there is the prospects of heavy FDI inflow to India through the opening up of 
the east corridor of India in the eve of the look east policy. 
 
Look East Policy and Economic Development of NE India 
           For the last 15-year India has pursued of foreign economic and institutional ties with East Asia. In 1992 former PM, PV 
Narasimha Rao launched the look east policy with the objective of establishing closure economic integration with the south East Asia 
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states. In the past, India’s engagement with much of Asia including South East Asia, was built on an idealistic conception of Asian 
brotherhood, based on common experience of colonialism and cultural ties the pace of development of the North Eastern Region of 
India is determined, however, as much by trade investment and production as by history and culture which motivate look east policy. 
The look east policy sent a strong signal that East Asia would be integral to India economic opening. The region would no longer be 
over loaded, as it had been by India previous foreign economic policy, but would now be regarded as a source of new business 
opportunities for economic development. This policy undoubtly facilitated India’s economic and strategic relation with south east Asia 
but the share of the north east in this policy reminded insignificant. Former PM Monmohan singh referred to India’s look east as the 
gate way to the south east Asian countries in November 2004. This policy holds the potential to make NER the commercial corridor of 
India linking the ASEAN nations enabling its people to harvest economic wellbeing through trade transit and tourism. NER then will 
no longer be in isolation and remoteness, but prosper with business opportunities knocking at the door. For Exam., redefining of Asian 
highways-AH-1, AH-2, and AH-4 to provide India easier road connectivity with the neighboring countries restoring stilwell road 
connecting Arunachal Pradesh with Myanmar. 
 
                India spends huge amount in transporting food items like – pulses, poultry product grains, etc. to NER for which the people 
have to pay more to meet the cost of transportation. Likewise, prices of all other items that come from our hinterland are higher in the 
region reducing the affordability of its people. Countries like Myanmar and Thailand- next door to NER- provide many of the items at 
much cheaper price because of saving in the cost of carriage. Ever a poor neighbour like Bangladesh can supplement our requirement 
of fish, which is a staple food item of this region. It always makes sense to trade goods with the neighbor, since 2003, India, ASEAN 
and its individual member countries have agreed to and begun negotiation on FTA after signing the frame work agreement on 
comprehensive economic cooperation among ASEAN countries for trade, cultural etc. 
 
Problems of Look East Policy 

1. India currently has limited economic integration with East Asia. India has yet to become a significant market for most East 
Asia economics. 

2. The insurgency problem has left the region enhancing in all respect. 
3. Insufficient bureaucratic process is perceived to limit India committed to engage with East Asia. 
4. Lack of work incentive to grasp the global opportunities leads India back foot. 
5. Complex socio-cultural and ethnic framework in NER make hardship for rapid socio- economic development of the region. 

 
Suggestions 

1. Reorganization and transformation. Closure economic ties with East Asia require greater effort on India’s part to liberalize 
trade and investment. The economic and liberalization support India’s effort to lower trade barrier and liberalization and 
investment regimes. 

2. Sustainable growth: India has increasing turned its focus to sustaining its rapid growth. Strong economic ties with East Asia 
would help India for assessing growth opportunities in Asia. 

3. Area focus: In approaching East Asia, India initially chooses to focus on ASEAN. This was because ASEAN member were the 
first ones to respond favourably to the Look East Policy. 

 
Conclusion 
         A boarder regional economic integration in Asia within the India frame work could be an growth for not only the participating 
countries, but also has the potential to enhance the welfare of the rest of the world by unleashing the synergies of Asia’s countries for 
trade creation. India and East Asia countries need to deepen their ongoing cooperation further and cooperate in shaping towards 
creating of an integrate Asian market which could emerge as the third pole of the world economy after NAFTA and the EU. The rise 
of India has introduced new dynamism in the process of South East Asia economic integration and in moving towards as Asian 
economic integration, China, India and Japan economic weight make them dominant player. However, ASEAN also sees India’s 
involvement as an opportunity to poise the influence of either China or Japan and help ASEAN in this aspect the LEP has facilitated 
East Asia growing share of India’s worldwide trade and made the region more important to India’s development. By looking East, 
India has used the Look East Policy to support economic reforms and liberalization, sustain its rapid growth, facilitate its economic 
integration with East Asia and promote equity- based domestic development. While initially used to send a strong signal to the world 
of India’s economic liberalization the Look East Policy has increasingly become a vehicle to push for India’s participation in Asia 
economic integration. But India needs to keep on eye the relative gain and lose the future prospect of LEP and its needs to develop 
policy framework for looking at the sustainability of inclusive growth and development of human resources of the North East India. 
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