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Unfortunately, all the studies which have aimed to quantify cross-border smuggling—

including the 2002 Bangladesh survey, the 1998 Bangladesh surveys reported by Rahman and

Razzaque and the 1994 NCAER survey—have faced time and resource constraints which would

have been needed for this kind of  coordination, and therefore, are based solely on the analysis of

survey results dealing with imports in the case of  the Bangladesh surveys, and on exports in the

case of  the 1994 NCAER survey in India.

However, an inspection of  Tables 13.1 and 13.2 clearly indicates that trade is largely in

agricultural commodities. This reflects the nature of  the economies of  both Bangladesh and NER

which are largely agrarian. As in the case of  Myanmar, border trade in agricultural commodities

between NER and Bangladesh can help expand the market for agricultural commodities for NER

economies. In addition, there is a large demand for agricultural products, meat, eggs and fish

products which NER presently imports from the rest of  the country at very high costs. It would

seem that importing these products from Bangladesh would be cost effective and also solve the

problem of  insufficient imports from Bangladesh. However, the existing high tariffs on Bangladesh

imports (see Planning Commission, 2006) and the lack of  border trade infrastructure has limited

this trade to the informal variety which is unlikely to increase dramatically. It is necessary to convert

this informal trade to formal border trade between NER and Bangladesh. In particular, zero duties

on such trade should be included in Indo-Bangladesh trade agreements. The operation of  SAFTA

should take this into account.

Table 13.2: Commodity Composition of  Informal Trade, India-Bangladesh (2002)

Items Share of  Total (per cent)

Cows and buffaloes 43 per cent

Agricultural products, pulses and timber 14 per cent, of  which 90 per cent is rice and wheat

Processed foods 18 per cent, of  which 88 per cent is sugar

Textiles 16 per cent, of  which sarees are 63 per cent

All other 10 per cent, around 43 products

      Source: World Bank. (2006)

13.3.2.1 China

China’s economic importance in world trade and as one of  India’s major trade partners

has been growing.6 It is a measure of  the growing trade between the two countries that border

trade is now to be resumed formally between them via the Nathu La Pass in Sikkim. The road from

Gangtok to Nathu La is being expanded to accommodate container traffic, and infrastructure is

being developed at the trade mart at Sherathang. Development of  infrastructure at Nathu La is

being financed by the Central Government (Rs. 18.88 crore during 2006-08, of  which the department

of  commerce has provided Rs. 2.16 crore), the Ministry of  Home Affairs and DONER (Rs. 8.84

crore and Rs. 9.08 crore, respectively. A study on the various aspects of  border trade through

Nathu La has been conducted by NCAER and is under examination for appropriate action.7

6 Mining and quarrying, metal and metal products, chemicals and chemical products, textiles, clothing and leather, food, beverages and

tobacco, agriculture and hunting , machinery and equipment, coke, petroleum products and nuclear fuel, electrical and electronic equipment,

precision instruments, motor vehicles and other transport equipment, wood and wood products, forestry and fishing products and

rubber and plastic products have been some of  the principal items in Sino-Indian trade in recent years (see Table 13.6A, Annexure 13.1

for details)
7 ‘Trade Promotion Initiatives in the North East Region’. Also available at http://commerce.nic.in/annual2006-08/html/chapter12.html
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The details of  the commodities in India’s trade with China are shown in Tables 13.9A and

13.10A in Annexure13.1. About 85 per cent of  India’s exports consist of  ores, chemicals (organic

and inorganic) and iron and steel. India’s imports consist mainly of  electrical products, mechanical

machinery, organic chemicals and silk (about 80 per cent). The growth of  India’s trade with China

has been phenomenal with China’s share in India’s total trade going up from around 2.5 per cent in

1998 to around 8 per cent in 2006 (see Charts 13.3 and 13.4). India also has a substantial trade

deficit with China.
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Chart 13.3 Share of  India’s Exports to Major Regions

Chart 13.4 Share of  India’s Imports from Major Regions
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However, from the point of  view of  NER the main trade likely to occur in the next few

years is border trade via the Nathu La Pass. Currently, the permitted trade via Nathu La is mainly

barter trade in 44 items with a transaction value of  Rs. 25,000 in one day and little customs formalities.

The items allowed for export are agricultural implements, blankets, copper products, clothes, textiles,

cycles, coffee tea, barley, rice, flour, dry fruits, dry and fresh vegetables, vegetable oil, gur and misri,

tobacco, snuff, cigarettes, canned food, agro-chemicals, local herbs, dyes, spices, watches, shoes,

Source: Export-Import Data Bank, Ministry of  Commerce, Government of  India

 Source: Export-Import Data Bank, Ministry of  Commerce, Government of  India
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kerosene oil, stationery, utensils and wheat and for import are goat skin, sheep skin, horses, goats,

sheep, wool, raw silk, yak tail, yak hair, china clay, borax, seaibelyite, butter, goat cashmere and

common salt. However, so far little benefit can be observed due to problems of  road connectivity,

trade restrictions and short operational period (Planning Commission, 2006). It may be noted that

the only point at present for border trade is the Nathu La pass.

13.3.3 The LE Policy: Long Run Considerations

The ASEAN countries’ share in India’s total trade went up from around 8 per cent in

1998-98 to over 10 per cent in April-December 2006 (Table 13.12A in Annexure 13.1), compared

to 18 per cent for EU, 8 per cent for China and about 10 per cent for the US. The changing country

composition of  India’s trade shown in Charts 13.3 and 13.4 indicate that there has been a

diversification of  trade away from EU and the US to China and ASEAN. This has been one

significant consequence of  India’s LE Policy.

Within the ASEAN, India’s major trade partners are Thailand, Malaysia and Singapore.

One of  the important developments of  India’s LE Policy has been the expansion of  trade with its

South East Asian neighbours. However, very little of  the benefit of  this trade has gone to the NER

region as most of  the trade is sea borne (Aiyar, 2008b).

The commodity composition of  India’s trade with ASEAN countries is given in Tables

13.12A in Annexure 13.1. Almost 50 per cent of  India’s exports to ASEAN consist of  mineral

products (fuels and oils) and gems and jewellery. Another 20 per cent consists of  organic chemicals,

iron and steel and animal fodder and waste. In the case of  India’s imports, about 50 per cent consist

of  electrical and non-electrical machinery, vegetable oils and fats and mineral fuels and oils.

Hence, it is clear that for NER to tap into ASEAN trade in a more organized way it would

have to develop a more mature industrial sector and much better air and sea connectivity. In particular

there are wood products, ores and rubber products which could be profitably developed in NER

for trade with ASEAN. This should be part of  a trade strategy for NER in the next decade or so.

13.4 Administrative Measures to Promote NER Trade

Apart from economic incentives, trade is also facilitated by a host of  administrative measures

which facilitate the growth of  trade. A number of  such measures have been taken up in the context

of  the NER, particularly in light of  the growing importance of  the LE Policy.

One important initiative has been bilateral trade agreements with bordering countries.

• The Indo-Myanmar Trade agreement was signed in 1994. Some details of  the agreement

are given in Annexure 13.2. The trade agreement is quite restrictive and largely promotes

border trade. Traditional free exchange/barter trade is restricted to the 22 items agreed

upon by the two countries, finding mention in Schedule I of  the Agreement. While normal

trade is possible for all items under OGL, trade in agricultural items and forest based

products is restricted to border residents under headload restrictions and under barter

deals.
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• There is also the Kunming Initiative of  1999 under which non-official policy makers and

businessmen meet to discuss ways of  promoting cooperation between China, Myanmar,

Bangladesh, China and NER. In one important infrastructure initiative, the inland waterway

project between India and Myanmar on the Kaladin river link NER to the Sittwe port in

Myanmar. There is also a proposal to link the port via a highway from South Mizoram.

In addition, some administrative measures have also been announced at the level of  the

Central Government. An Empowered Committee under the Chairmanship of  the Commerce

Secretary functions in the Department of  Commerce to monitor and implement the initiatives for

the North Eastern Region following the announcement made by the Prime Minister in January

2000 for the development of  the North East known as ‘PM’s Action Plan for the North East’. The

Committee also monitors the implementation of  the recommendations of  the Task Force on

Development of  Border Trade and Inter-Country Trade from the North Eastern Region, which

goes into issues concerning infrastructure constraints in the North East and the measures needed

to overcome them. With a view to promoting exports from the region, a North East Cell has been

set up in the department of  commerce. Consequent to the announcements made by the Prime

Minister for the development of  exports from the North Eastern Region, an Export Development

Fund (EDF) was set up with the objective of  promoting exports from the region, especially with

the neighbouring countries like Bangladesh, Bhutan and Myanmar. Activities, which have a linkage

with exports from the region, are eligible for assistance from the fund. Recent visits by the Minister

of  State for Commerce to Shillong and Agartala have led to specific Action Points for infrastructure

relating to trade facilitation in Meghalaya and Tirpura (see, Annexure 13.2).

Finally, overland trade is normally conducted through land customs stations (LCSs). The

current status of  LCS in NER is given in the Annexure (Table 13.13A in Annexure 13.1). LCSs are

notified gateways for transit of  goods, services and human beings between neighbouring countries.

India has 136 notified Land Customs Stations, of  which the following 11 in the North East have

been identified for prioritization for development of  infrastructure:

1. Agartala Tripura–Bangladesh

2. Borsorah Meghalaya-Bangladesh

3. Dawki Meghalaya-Bangladesh

4. Demagiri Mizoram-Bangladesh

5. Ghasuapara Meghalaya-Bangladesh

6. Karimganj Steamer Ghat Assam-Bangladesh

7. Moreh Manipur- Myanmar

8. Old Raghana Bazar Tripura-Bangladesh

9. Srimantapur Tripura-Bangladesh

10. Sutarkhandi Assam-Bangladesh

11. Zokhawthar Mizoram-Myanmar

An Inter-Ministerial Committee under the Chairmanship of  the Commerce Secretary is

coordinating the steps taken by various Ministries and agencies for the development of  trade in the
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North East including border trade along the Indo-Myanmar and Indo-Bangladesh borders.

Development of  export infrastructure in four border towns of  Moreh, Sutarkandi, Dawki and

Zokhawthar has been given priority. The Central Warehousing Corporation (CWC), the appointed

agency for the development of  export infrastructure at Moreh, Dawki and Sutarkandi, has conducted

a study of  the infrastructure facilities required at Moreh (Manipur), Dawki (Meghalaya) and

Sutarkandi (Assam) under the erstwhile Critical Infrastructure Balance Scheme (CIBS). The

infrastructure at Zokhawthar is being developed by the Border Roads Organization (BRO) in

cooperation with the Government of  Mizoram.

Some other elements of  subsidy are given to promote trade (exports and imports) via

NER. For example, inland transport assistance would now be available with respect to identified

products to all the north eastern States.8 The rates of  inland transport assistance are quite generous—

90 per cent of  the air freight charged by the airline from any airport in the NER States to Bagdogra,

Guwahati or Kolkata for exports. In case of  highly perishable commodities, 50 per cent of  the air

freight charged by the airline from any airport in the north eastern States to Delhi or Mumbai

airports for exports. Rs. 1 per kg. or actual freight paid, whichever is less, if  the goods are transported

from anywhere in the North East by road for exports through any notified LCS in the North

Eastern States or through Guwahati airport. Rs. 2 per kg. or actual freight paid, whichever is less, if

the goods are transported from North Eastern States to Kolkata or any other port by rail through

ICD, Guwahati for exports. Rs. 2 per kg. or actual freight paid, whichever is less, if  the goods are

transported from North Eastern States by rail through ICD, Guwahati to any place in West Bengal

for processing and export.

In addition, storage facilities are also being provided. Thus, a common pack house

facility is being set up by the Assam Industrial Development Corporation for processing and handling

of  fresh ginger for exports. A post-harvest handling-cum-auction centre for fruits and vegetables

is being considered for Mizoram. Walk-in-type cold stores are being set up at Imphal, Aizawl and

Dimapur and a centre for perishable cargo at Guwahati airport. The following proposals for funding

through the Export Development Fund have been approved:

¨ Passion fruit in Mizoram and Nagaland

¨ Ginger in Manipur and Nagaland

¨ Mushroom processing in Manipur and Nagaland

¨ Turmeric processing in Nagaland

¨ Vanilla processing in Manipur

¨ Safed musli in Assam

¨ Bee-keeping in Mizoram

¨ A lab for testing export products in Assam

¨ Cluster development of  farms for organic farming is under preparation for Nagaland and

Tripura

8 NCAER study, also available at http://commerce.nic.in/annual2006-08/html/chapter12.html
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The State Trading Corporation (STC) has set up a branch at Kolkata which is engaged in

international and domestic trading from West Bengal and other North Eastern States. The various

activities undertaken are:

¨ Imports of  Vanaspati from Nepal to cater to the requirements of  Assam, Meghalaya,

Mizoram and the rest of India.

¨ Import of  hydrocarbons for power plants generating power mainly for eastern and North

Eastern States.

¨ Trade in raw jute and tea.

¨ Supply of  pulses and tea to the defence forces, and the supply of  pulses to the domestic

market.

¨ Export of  muli bamboo from Tripura and Mizoram thereby helping the local    growers/

traders of  these States.

Agri-Export Zones (AEZs) have been set up for the North Eastern Region in Tripura for

pineapples; Sikkim for floriculture, orchids, ginger and cherry and; Assam for fresh and processed

ginger.

13.5. Recommendations of  Previous Studies

Ever since the mid-1990s, every study of  the NER States has talked of  the need to pursue

the LE Policy. The Shukla Commission also dealt with this in some detail, its main recommendations

being upgradation of  infrastructure like the Tamu-Kalewa-Moreh road (now completed), and the

rail link to Bangladesh and developing the Asian road link through Myanmar to Laos and Thailand.

However, while recognizing the existence of  transit trade it suggests the establishment of  production

facilities for medicinal products, bicycles and so on in NER in a Special Economic Zone (SEZ).

The issue is whether NER can move beyond being a mere transit point for such goods from other

parts of  the country.

In another set of  studies (Mizoram University Symposium, 2006) participants from various

States of  NER discussed the possibility of  NER becoming a common market like the European

Union. While the usual infrastructure linkages were stressed upon one of  the participants noted

that ‘India can hardly look eastward without also looking at the North East Region!’ (p. 9). The

presenters at the symposium posed the important issue of  lack of  land linkages within NER,

which is recognized as a major constraint to the development of  the ‘common market’ in the NER.

13.6 The Way Forward

Critical to the progress towards prosperity in NER is its liberation from economic

imprisonment. This would require a qualitative change in the relationship of  the country with the

neighbouring countries contiguous to NER. There are considerable gains to be had by improving

relations. In the case of  Bangladesh, for example, there could be significant gains from transit fees

and access to the markets in NER. This could contribute significantly to the reduction in Bangladesh’s
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trade deficit with India. Given that economic interests of  NER are affected by the nature of

relationship with these countries, it is important that the Foreign, Defence and Home Ministries

have a consultation process with the States in NER to take account of  their views.

Various political, economic and cultural factors have shaped the making of  the Look East

Policy for the north-east. To give effect to the policy, a large number of  administrative measures

have been taken in recent years to promote NER trade. The recommendations of  various studies

to develop infrastructure at Moreh and open up other trade points has also seen considerable

progress. Yet, despite this so far the LE Policy has not delivered any concrete economic gains to

the NER States. To look at the place of  the LE Policy in the long-term calculus of  the NER States

it is important to understand some important principles governing trade between countries, the

basic premise being that it is companies/individuals who conduct trade and not Governments.

The most common form of  trade between geographically contiguous areas is border trade,

already taking place between the NER States and bordering countries and is in fact formalized in

agricultural trade under the Indo-Myanmar trade agreement. Typically, border trade is (at an organized

level) in commodities where transport costs are high in relation to the final price of  the product

(examples of  such products are timber, cement, coal and other minerals). This trade would take

place naturally and the State needs to only facilitate it administratively and via road and rail

infrastructure.

However, for a majority of  the items traded internationally, transport costs account for

only about 5 per cent of  the final price. In fact, estimates by UNCTAD (2005) show that in most

cases trade barriers (formal and informal) are more restrictive for trade than transport costs. Hence,

there is a limit to overland trade promotion via the NER States and it is not surprising that most

Indo-Bangladesh trade is conducted via West Bengal given the insecurity of  trading via the NER

States (Chaudhari, 1995). A transport subsidy to NER States is unlikely to overcome this problem.

In fact, troubled relations in Manipur has made even the relatively more developed Moreh trading

post relatively redundant, to the extent that informal trade will need greater incentives to convert

to legal trade and formal trade is unlikely to divert via Manipur in place of  West Bengal. Coal/

limestone trade has sustained the trade link between Meghalaya and Bangladesh,9 but it is debatable

how long ‘rat-hole’ mining in Meghalaya will be sustainable given environmental concerns in NER

in general.

Promoting trade between the NER States and the neighbouring countries requires going

beyond the calculations of  ‘geographical contiguity’ and looking at those commodities in which the

NER States have a comparative advantage in an economic sense. Here two main points need to be

made. First, there are a few agricultural items in which the NER States have a comparative advantage

vis-à-vis the rest of  the country (see chapter on Agriculture). The NER States can actively consider

trading these items only when their own domestic surpluses become sufficient, and domestic

surpluses are constrained by the lack of  marketing due to uncoordinated production efforts of  the

individual States. This is particularly true in the case of  fruits and vegetables. Second, it is debatable

that NER trade with neighbouring countries is always more profitable (and hence more likely) than

with the rest of  India. Many growth centres like Kolkata, Delhi and Mumbai offer economically

larger markets than those of  Bangladesh and Myanmar. This is already showing up in the nascent

9 http://www.ide.go.jp/English/Publish/Jrp/pdf/jrp_133_05.pdf.
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floriculture industries of  NER where exports are mainly to Guwahati, Kolkata and Delhi and even

to Holland at the international level. This, however, does not mean that promoting trade with

neighbouring countries is not important, but that the strategy should look beyond and create the

infrastructure for trading with the rest of  the country and internationally based on comparative

advantages.

Third, the dynamics of  trade in agricultural products is somewhat different from the

dynamics of  trade in industrial goods. Trade in agricultural items is generally of  the inter-industry

variety since product differentiation is not easy while trade in industrial goods admits of  so-called

‘intra-industry’ trade (Krugman and Obstfeld, 2000) In agricultural items the excess demand in the

NER States for items like meat, meat products and fish make them potentially important import

items, so supplies from neighbouring States are likely to be cost-effective. However, this is largely

ruled out by the restrictions on such trade, for example, in the Indo-Myanmar trade agreement.

Further, the pattern of  Indo-Myanmar and Indo-Bangladesh trade indicates that the demand of

both Myanmar and Bangladesh is largely for industrial items such as processed foods and drinks

(including animal foods), miscellaneous minerals and manufactured goods, textile fibers, textiles

and clothing and machinery and transport equipment. While there is a good possibility for exports

of  agro-processing industries and floriculture-based industries, it is debatable that the best markets

for these lie in the adjoining countries. Hence, the immediate need seems to be to promote trade in

basic agricultural commodities (rice, fish, pulses etc.). Booming trade relations with China are

reflected in the urgency to make free border-trade via the Nathu La a reality. The caveats offered

earlier in the case of  border trade apply with equal force here.

In summary, the kind of  trade being promoted is important: whether it is border trade or

‘regular’ trade. In border trade, benefits would accrue to the NER States from storage, customs

and tourism, which are typical for such ‘transit’ States. In addition, there are likely to be significant

advantages of  trade in agricultural items as these are normally perishable. However, for these

benefits to accrue, the restrictions imposed on agricultural trade (a feature of  all RTAs entered into

by India) must be relaxed. In the context of  border trade, in the longer term there are possibilities

of  increased trade in items like timber products, cement, steel and coal for which industrial capacities

in NER will have to be built near the location of  mineral resources.

In the case of  ‘non-border trade’ items, the current State of  industrial activity suggests

that the maximum scope is for trade in agro-processing and floriculture. Perhaps the best way to

promote trade under the LE Policy is to create the infrastructure and let the traders decide the

direction of  trade. Finally, in the context of  the LE Policy, it is important to note that attempts to

promote trade with neighbouring countries without promoting trade within the region are unlikely

to succeed. Here the issue of  intra-State road linkages is crucial.

13.7 Recommendations for the Look East Policy

• To immediately increase border trade in agriculture and some industrial goods it is necessary

to remove current restrictions on border trade via Moreh, Nathu La and other entry points.

• Unrestricted trade with neighbouring countries in agricultural and meat products could

lead to considerable reduction in the costs of these items in NER.
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• The LE Policy has important security dimensions. There is urgent need to promote

interaction with neighbouring countries through sports, music and other cultural activities.

• In the case of  neighbouring countries which are members of  WTO, formal request for

trade facilitation would improve trade access for NER States.

• In the longer term, industrial output of  NER should cater to the demand for industrial

goods in the neighbouring countries. This is particularly important for border trade in

items like cement, coal, timber and steel.

• To facilitate trade it is essential to activate existing land-customs stations (LCS) and to

provide a secure transport corridor for traders.

• In the long run, NER needs to plug into the growing trade with ASEAN countries

particularly in items like wood products, ores and rubber products.

• It is imperative to integrate IT facilities in promoting infrastructure for trade with the

ASEAN countries.

Minister Aiyar on a boat ride on the Kaladan river
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Chapter 14

Governance and Security

Establishing peace and security and responsive governance is an essential prerequisite for

development. The only long-run solution is rapid economic progress, but this is difficult in a

politically unstable environment. This is the crux of  the issue of  underdevelopment in NER, as

will be discussed later in this chapter. The region is inhabited by diverse communities with different

ethno-linguistic origins, religious beliefs and tribal practices, cultural ethos and above all an

irreconcilable historical past. Their interests are often in conflict with one another and their aspirations

are not easily reducible to any common denominator.

The question of  governance, therefore, should be posed in a somewhat broader perspective

in the context of  NER. It is not sufficient to club all the States into one group—say northeast—it

is also necessary to be able to create a unified economic and political vision for the region. It is

indeed a difficult task to be achieved. One possible way might be through increasing inter-

dependences amongst the States by means of  greater economic unification of  NER. A necessary

prerequisite for such unification is synchronization of  development policies of  the States. What

needs to be emphasized is that without a cooperative approach to governance, it is not possible to

achieve permanent peace in this region. And unless there is permanent peace, no development

efforts will ever bear any fruit. What this essentially means is that a northeast political vision must

precede a northeast economic vision.

Governance in a somewhat narrower sense implies imposition and execution of  a system

of  rules and regulations which can provide law and order in a society that can ensure security of

life and enforce property rights of  the people. In playing this role, a Government can be exclusive,

in the sense that it can perform this role independently of  people at large. However, in a modern

democratic society a Government also has to play many inclusive roles, which means it has to

depend on the cooperation as well as participation of  the people in administering its functions. For

instance, a Government has to play the role of  a prime mover of  development in a society where

market forces may be unable to generate progress for good reasons. A well-known example is that

under the market mechanism there is an under-supply of  public goods such as the means of

communication, water and power, education and health, management of  forests and common

property and various other social utilities. Moreover, a modern welfare state has a moral responsibility

to ensure a degree of  social, economic and political justice in society. Hence, the State is morally

bound to adopt certain optimal redistribution policies. To perform such roles efficaciously, the

State has to mobilize resources through taxation and cost-recovery policies. While the efficiency of

the Government is determined by its ability to mobilize the maximum amount of  resources on the

one hand, its success as a provider of  good governance depends on its ability to redistribute the

benefits optimally to its citizens.

Besides the maintenance of  law and order, a Government of  a welfare State plays an

important role in the economy—it runs/promotes and if  necessary creates enterprises, builds

capabilities in the people through human development and determines policies and regulates markets,

with far-reaching implications for growth and social welfare. Of  course, the present trend in a

globalizing world demands least Governmental intervention in an economy, with its role being
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limited as far as possible to that of  an enabler and facilitator in a market-based system. However, in

the context of  the northeast where States’ ability to generate resources are limited and private

initiatives are almost absent, direct Governmental intervention is necessary.

14.1 Governance, Law and Order and Security

The basic foundation of  the market-driven development path is based on the assumption

of  the existence of  an organized and efficient market system.  However, for an efficient market to

exist certain basic preconditions need to be fulfilled. A primary requirement for a market to function

properly is that there should be proper law and order such that any transaction can be carried out

in the market without any fear or coercion. The second important precondition for markets to

function is the presence of  well-defined property rights. In the absence of  either of  these two

conditions, either the market fails to exist or it functions wrongly.

In the discussion on development alternatives in the context of  NER this crucial point is

often ignored. In several of  the NER States, markets do not exist for many commodities, either

due to extortions and fear of  life and property (consequence of  extremism) or because of  the

absence of  well-defined private property rights (land, for example) or simply due to poor connectivity.

14.2 Law and Order in the North East

Barring Sikkim, a latecomer to the North-east (it became part of  the North Eastern Council

formally in 2002), parts of  the region have been convulsed by conflicts between the State and

armed groups, as well as popular movements, fighting for a range of  demands—from outright

secession to greater ethnic autonomy within the Constitution.  One of  the longest running armed

movements has been the Naga insurgency, which started in the 1950s, and today has moderated

Shri Shivraj Patil, Union Home Minister, with Dr. Donkupar Roy, Chief  Minister of  Meghalaya on an inspection in

Meghalaya
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into organizations that are in active negotiations with the Central Government for a long-term

settlement.  Ceasefires are in place with both major factors of the National Socialist Council of

Nagalim (NSCN) while ceasefires are also being observed with a number of  others in Meghalaya,

Assam, Manipur and Tripura. In Mizoram, however, a peace accord between the Mizo National

Front and New Delhi, which was inked in 1986, has held firmly, with former insurgents rising

democratically to high political offices such as Mr. Laldenga and Mr. Zoramthanga, who have

served as Chief  Ministers.

Not less than 40 armed groups function in seven States, although only a clutch are dominant

and powerful enough to make a substantial impact.  The smaller ones function often either as

extortionist rings or as part of  a network of  informers and rent collectors for the bigger ones. Not

less than 15 groups were banned by the centre, although the ban on the NSCN factions was lifted

when the ceasefires with each group started.

While large parts of  the region are not harmed by insurgent or security activities, the

confrontations and subsequent emotional and geographical distance from Delhi have been fuelled

by poor governance, high levels of  corruption and political instability in some of  the States.

Many of  the armed groups are widely viewed in NER as extortionist, money-making

rackets which have lost public support and have become, in the eyes of  many, illegal enterprises

which prey on fear and vulnerability and profit from extensive corruption, rent-seeking and poor

governance.

14.3 Law and Order: Evidence from the States

Violence caused by terrorism has been increasing over the years1 (Table 14.1A in Annexure

14.1). In 2001, 23.13 per cent of  the total terrorist incidences in India took place alone in this

region, which increased to 28 per cent in 2005 and further to 29.4 per cent in 2006. Among the

NER States barring Sikkim and Mizoram, the incidence of  terrorism is highest in Manipur and

lowest in Mizoram. Manipur, Assam and Nagaland are the most terrorist-affected States in the

region. Assam shows the highest number of  civilians killed due to terrorist violence, which was

around 11 per cent of  the total civilians killed in India in 2001 due to terrorism. The number of

civilians killed declined marginally in 2006; the number of  security forces killed increased in NER

to the corresponding figure for India. The most terrorist-ridden States in the region are Assam,

Manipur, Nagaland and Tripura.

The rise in terrorism has had an impact on the strength of  the police force being maintained

in these NE States. The number of  police per 100 sq. km. has increased sharply over the years in all

these States (Table 14.2A in Annexure 14.1).  An important point to be noted is that the four

States, namely, Assam, Manipur, Tripura and Nagaland, had higher number of  police force per 100

sq km as well as per lakh of  population in comparison to the national figure in 1981. Although the

number of  police per lakh of  population declined for both India as well as for these NE States, the

numbers were still higher for the NER than the national average.  However, with regard to the

number of  IPC cases per civil police, except for Assam the rest of  the NE States show lower

figures as compared to the national average.

1 Data on terrorist activity in the country is available in the Statistical Abstract of  India which gives information on Jammu and Kashmir, the

North Eastern States and Naxal-affected States.
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Table 14.3A (in Annexure 14.1), gives information on the expenditure on total police force

and police training per one lakh of  population. It can be seen from this Table that in the NER

States this number is higher than the national figure. Among the North Eastern States, although

Assam spends a lower amount than the rest, its expenditure is still higher than the national amount.

Police expenditure per lakh of  population is higher in Nagaland, Mizoram and Sikkim compared to

the other NE States. Similarly, Nagaland and Mizoram spend much more in comparison to the

other States in police training. It is, therefore, clear that a huge amount of  resources is being

diverted for policing.

It is quite evident from this analysis that the law and order and security situation is a matter

of  concern in the NER States. At present, there is a ceasefire in Assam and Nagaland. The ceasefire

in Nagaland has been fairly effective in maintaining peace and order, but the situation in Assam has

been getting increasingly tense in the recent past. The situation in Tripura is also no different.  In

such a politically volatile situation developmental activities are hindered by the fear psychosis. This

is amply reflected in the economic performance of  all the States whether one looks at their GDP

growth, industrial growth or per capita income growth. Clearly, the success of  developmental

policies crucially depends on establishing law and order in these States.

14.4 Views of  Various NER Committee Reports on

Law and Order

Earlier committee reports (Shukla Committee and Jain Committee) on NER have ignored

this crucial issue in their analysis of  the developmental requirements for these States. The State

Development Reports also have not discussed the issue of  governance, although they emphasize

the issues of  decentralisation, involvement of  women in governing institutions, transparency in the

functioning of  local Governments etc.

14.5 Steps Taken By The Government To Ensure Peace,

Security And Human Rights2

In order to ensure peace and security in the region the Central Government has taken

several necessary steps such as entering into several peace talks and ceasefire agreements. For

instance it has signed a formal ceasefire with the Isak Muivah groups of  the NSCN w.e.f. August 1,

1998, which was extended to July 31, 2008, and another ceasefire agreement with NSCN (K) in

April 28, 2004, which was extended up to April 28, 2008. A group of  ministers has been constituted

to hold talks with the NSCN (I/M). A Suspension of  Operation (SoO) was signed on May 24, 2005

between the Central Government, the Government of  Assam and NDFB w.e.f. June 1, 2005 for a

period of  one year. SoOs have been signed with Hima Halan Daogah (DHD), a militant outfit of

Assam w.e.f. January 1, 2003 (later extended to December 31, 2008) and with ANVC w.e.f. July 23,

2004 for a period of  one year (later extended to July 22, 2008).

In order to ensure peace and security, the Central Government has increased the reserve

battalions3 and so far 34 such battalions have been sanctioned for NER. The Government is also

implementing a scheme for reimbursement of  security-related expenditure for States seriously

2  Based on the Annual Report 2006-08 on Internal Security, Ministry of  Home Affairs, Government of  India.
3 IRBNS was mooted by the Ministry of  Home Affairs in the background of  increasing problems of  law and order and emerging

internal security scenario in the country, which put considerable pressure on CPFs (see Annual Report 2006-08, Ministry of   Home

Affairs).
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affected by insurgency. The Central Government has also been funding schemes for the

modernization of  the State police forces. It has formulated a 100 per cent Centrally funded ‘surrender

and rehabilitation scheme’.  While these measures are important in the short-run, lasting peace and

security requires resolution of the basic causes of dissatisfaction. It is in this context that the

maximization of  self-governance and participatory development strategy is important.

14.6 Causality between Insurgency and Development

Underdevelopment is caused by insurgency and terrorism and therefore all developmental

efforts will be in vain, unless political volatility is controlled simultaneously. Thus, the development

vision for NER should focus on the primary requirements of  safety and security in these States.

However, there is an alternative view which maintains that insurgency is the cause of

underdevelopment, in which case the vision would be to hasten the pace of  development to solve

the problems of  insurgency in the long run. However, the causality runs both ways. That is, insurgency

and unemployment resulting from poor economic development feed on each other. Thus, poor

economic performance contributes to rise in insurgency and hence the solution for insurgency lies

in the achievement of  rapid economic progress of  the region.

And indeed, commonality of  such a view can also be found in the writings of  professional

economists (see Sachdeva, 2005) as well as in the official position on long-term approaches to solve

the problems of  insurgency in NER. The current official position on the solution also advocates

rapid economic development. As a logical conclusion of  this line of  argument, NER is cast today

in India’s Look East Policy paradigm. Since the 1990s, political dialogue has been emphasized as

the key to peace building.
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4 Dr. Hiren Gohain thus argued that development and decolonisation are two sides of  the same coin. The only way to decolonise the

economy is by creating income-earning opportunities in the rural economy. See Gohain, Hiren, (2005).

While insurgency cannot be solved by economic development, the latter can be a tool for

improving socio-economic conditions.  However, both in the medium and the long-term, only

political dialogue and initiatives, which accommodate a range of  concerns, and are based on mutual

trust and flexibility, not exclusivity, and produce goodwill not ill-will, can settle these challenges.

Insurgency and underdevelopment, especially unemployment, feed on each other. Poor

governance, corruption and economic performance sustain conditions for insurgency and alienation.

The current official position, however, and the view of  some professional economists

(Sachdev, 2005) promote rapid economic development through huge public investments in

infrastructure, particularly pressing ahead with a Look East Policy that places NER in such a

paradigm.  Yet, in the areas currently afflicted with politically volatile situations, markets are unlikely

to exist or provide the right signals. As a consequence, private capital does not flow into the region

in search of  investment opportunities—in fact, there is a reverse flow of  financial capital out of

the region. To quote a well-known economist from the region:

‘……due to inhospitable investment environment, savings arising in the region get outlet

into the more investment friendly region. This largely explains very low credit-deposit ratio in

NER States. Such asymmetrical market integration—a large inflow of  goods into and outflow of

savings from the region—has impeded the pace of  growth in the region.’

Thus, insurgency continuously hampers the economic performance of  the region, so rapid

economic development will not be possible without a proper strategic and security policy by the

Central Government.

Under prevailing circumstances profit-seeking private investment is unlikely to flow into

the region and, therefore, public investment has to play a more proactive role in boosting the rate

of  economic growth. In particular, public investment must be made in such activities as creation of

infrastructure such as roads, bridges, railway coverage, power generation, proper drainage system,

flood control and water harvesting, irrigation (both minor as well as major), drinking water, hotels

and transport facilities, airport construction in inaccessible areas and reliable and fast-moving public

transport. The creation of  such infrastructure can raise agricultural productivity which is a sine qua

non for rapid growth through industrialization. Without increasing income-generating possibilities

in the rural sectors of  the economy necessary forward and backward linkages for industrialization

cannot be created. Thus public investment alone will help in the creation of  a critical mass which

will facilitate private investment from outside the region.4. The 19th century saw massive trade and

investment in the plantation sector of  Assam, but the tea industry had no linkages with the rural

economy; it developed as an enclave and hence rapid investment and export growth had no impact

on the earning potentials of  the rest of  the economy.

Thus the role of  the States would be to ensure certain basic minimum prerequisites: free

and unhindered mobility of  goods and services (infrastructure) across the region as well as within

the region; well-defined property rights; and law and order and security of  life, such that markets

can function and reflect the truescarcity costs of  goods and factors.






