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INTRODUCTION

From the majestic Himal and Karak in ranges the
Indus river winds down the plains of Pakistan for nearly a thousand
miles to the Arabian sea. The banks of this river have been home to
one of the world's oldest and greatest civilisations. The mighty river
has been the country’s lifeblood, animating much of its culture and
history and helping to shape a distinctly Pakistani identity.

In the summer of 2010 nwuthc fury of the Indus river that unleashed
itself on the country with d E d by heavy
monsoon rain, the river system over-flooded and deluged large swathes
of Pakistan—as much as a fifth of its land area—causing large-scale
destruction and displacement. Twenty million people were affected by
this calamity. And this at a time when Pakistan was struggling to cope
with economic and security crises and reeling from the blowback of
nine years of war in neighbouring Afghanistan that started with the US-
led military intervention in 2001.

The floods exposed a paradox that lies at the heart of Pakistan’s pre-
dicament today: that of a wnk state and a strong society. As the gov-
ernment hinery d in responding to the situation, civil
socicty, the business community, ordinary citizens and even the media,
organised efforts to help the flood victims. The anaemic official res-
ponse—notwithstanding the Army'’s effective rescue and relief efforts—
contrasted sharply with the heroic actions taken by private charities
and local communities.

What also mitigated the tragedy was the capacity for endurance of
the afflicted, who set about rebuilding their homes and lives almost as
soon as the waters receded and with remarkable dignity and an
unfazed resolve to overcome the challenge.
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PAKISTAN: BEYOND THE ‘CRISIS STATE'

Resilience has been part of Pakistan’s story from the country’s incep
tion, obscured by the single-issue lens through which outsiders hav:
lately viewed the nation. The prism of terror and extremism ha
deflected attention away from the strength and stability of its underly
ing social structures which have enabled the country to weathe
national and regional storms and rebound from disasters—natural an
manmade.

Many foreign observers thought when the floods struck that this wa
one crisis too many which would finally tip Pakistan over the edge. Bu
the country defied this doomsday prognosis as it had earlier ones.

While Pakistan has had to navigate multiple challenges, it has alway
been more than an entity that lurches from crisis to crisis. Its promis
ing potential lies in a number of attributes: an able pool of profession
als and technically trained people, a hardworking labour force,
growing middle class, an enterprising business community, an energetic
free media, and a lively arts, literature and music scene. Pakistan’s cul
tural plurality and open society are sinews of its strength. It has a sig
nificant industrial base, an elaborate infrastructure of roads anc
communication links, a2 modern banking system, a large domestic mar
ket and a thriving informal economy—factors that have averted :
national breakdown even when in the throes of severe financial crisis
Its economic problems are rooted in poor state management, not Paki
stan’s economic fundamentals, which remain robust. It has man
aged—in spurts—to achieve high rates of economnc growth, not nearl\
enough to keep pace with an explodi I but suffi [
invest the country with several features of a modern nation.

Successive governments however have been unable to deploy thes(
ingredients for success to unlock Pakistan’s potential. Instead poo:
governance, rule without law and short-sighted leadership have mirec
the country in layers of crises that have gravely retarded Pakistan”
progress and development.

It dues not have t0 be this way. The country may yet escape its dif
ficult first sixty-three years, resolve its problems and re-imagine it:
future. But doing so will need a capable leadership with the vision anc
determination to chart a new course.

This volume explores the path to a post-crisis state by identifying
the policy responses that can bring about such an outcome. It i:
inspired by the belief that Pakistan’s problems are soluble and its chal
lenges can be overcome. And that Pakistanis themselves must reclain
their country by icating it from the hall it faces.
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Usually, edited books emerge from conferences. This book is the
product of a ‘virtual’ conference—in cyberspace—that led to a meeting
of minds among some of Pakistan’s top practitioners and scholars,
about the need to add a new dimension to the ongoing debate on
‘Whither Pakistan’.

This collection offers a diversity of views and perspectives. But what
binds all the distinguished contributors is their belief that Pakistan’s
challenges are surmountable and the impetus for change and renewal
can only come from within, through bold reforms that are identified in
the chapters that follow.

The issues discussed in the book cluster around the themes of gov-
ernance, security, economic and human development and foreign pol-
icy, underlining the complex intersection of domestic and international
factors that have shaped if not determined the Pakistan experience.

In the opening chapter of the volume Pakistan’s leading historian,
Ayesha Jalal, considers the country’s current predicament in the light
of a troubled past. She describes how a national paranoia has taken
hold of the country, and identifies the lack of a critical historical tradi-
tion as the root of the problem. Her chapter argues that Pakistan can
change course, in a strategic sense and also in terms of recasting its
rational and emotional framework, if its people are allowed to delve
into their history with open mindedness.

Award'winning novelist Mohsin Hamid represents the third genera-

tion of Pakistanis born after ind dence. His chapter offers an
upbeat message of hope znd sets out reasons for optimism about Paki-
smn Its vastness, di di of co-exi and evolving

y are identified as i assets. Furth Pakistan

has the resources to fund its own development and regenerate itself
provided it chooses to increase its paltry levels of tax collection.

Dr Akbar S. Ahmed, author and anthropologist, seeks to establish
that the nation’s founder and his vision are central to today’s debate
about the nature and character of the Pakistani state. The debate has
never been more intense between ad of a modern, fi |
state, those demanding a theocratic state and still others urging a bal-
ance between the two. No voice is more important in this debate than
that of Mohammad Ali Jinnah. Pakistan has yet to live up to the ideal
set out in Jinnah's key speeches but his authority and legitimacy can
still be used to translate this into reality.

My own chapter explores the intricate interplay between internal and
external factors and examines Pakistan’s tangled political past of gov-
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ermance failures, patronage-dominated politics and missed economi
opportunities. The country must overcome five fault lines to chart :
new, hopeful course. Socio-economic changes of the past decade or sc
have transformed the dynamic between state and society, created :
larger, more politically assertive middle class and engendered a stronge
more ‘connected’ society. Once politics catches up with these change
the foundation would be laid for a functional and responsive state.

The next two chapters focus on the role of the country’s most pow
erful institution, the military. Shuja Nawaz sets out the factors behinc
the Army’s repeated political interventions and wide footprint in nationa
life. He examines its complex relations with the civilian sector anc
changing internal dynamics to argue that civilian supremacy should b
the goal.

Saeed Shafqat explores whether the military’s hegemony may—o
will—gradually give way to a party-led, representative system. He see
two paradoxical trends in the post-2008 election period: the continuir;
of the traditional political elite and the shift in the social compositiol
of the military and civil bureaucracy. He concludes on a hopeful not:
by pointing to the ing national on ing th
political role of the military.

Turning to the role that ideology has played in Pakistan’s evolution
Ziad Haider argues that religion has been used for multiple purpose
including nation-building and security objectives. This has produced :
blowback that now confronts the country with an unprecedented chal
lenge. Pakistan's viability depends in large part on its ability to develo
a new Islamic narrative that can be a force for progressive change.

Dr Ishrat Husain served until recently as the Governor of the Stat
Bank. His vast experience informs a detailed consideration of how (h
civil service can be refs d and ic governance imp
without which, he argues, even well-crafted policies cannot be exe
cuted. He advocates building both formal and informal ‘institutions o
restraint’ to ensure a system of checks and balances that can provid
the essential pillars of good governance.

Paluslans struggle zymsr mnhnncy znd extremism is among it
most d '3 list Zahid Hussai
analyses how present efforts are at once containing and unintentionall
incubating the militant threat and urges a number of musures todea
with the chall more effectively and p

Dr Meekal Ahmed is among Pakistan's top economlsls and ha
worked in various positions in the Planning Commission and the Intet
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national Monetary Fund. From his overview of a troubled economic
past Ahmed draws important lessons. Pakistan, he reasons, needs a
regime-change in economic policy-making and implementation of key
reforms to place the economy on a viable footing and realise the coun-
try’s economic potential.

Muddassar Mazhar Malik offers a private sector perspective on eco-
nomic competitiveness. He evaluates Pakistan’s potential from the angle
of what gives or can give it a competitive advantage to position it in
the global In a forward-looking he sets out the
factors that need to be addressed to evolve a strategy for Pakistan to
emerge as a successful economy.

The crisis in Pakistan’s energy sector is today the single greatest
impediment to economic recovery. Ziad Alahdad investigates what it
will take to turn this sector around. He argues that the lack of a coor-
dinated policy has contributed to the problem. He shows how the right
policy approach can help to address Pakistan’s seemingly insurmount-
able energy deficit and pave the way for economic revival.

Moeed Yusuf and Shanza Khan make the case that education is criti-
cal to Pakistan's recovery. They argue that education, which lies at the
heart of Pakistan’s challenges, should be regarded as a strategic prior-
ity not just a development objective. The next decade should act as a
corrective period to put in place policies to ensure full education access
to all. The authors enumerate both short- and long-term measures that
are required to achieve this.

Feroz Hassan Khan, a former Brigadier in the Pakistan Army relates
the story of the country’s nuclear quest. He details how the develop-
ment of a covert capability took shape in response to the competing
threat from India over four decades and reflected the effort to address
its severe security predicament. In explaining the role of nuclear weap-
ons in Pakistan’s national security he argues that on at least five occa-
sions since the mid-1980s a conventional war with India was averted.

Munir Akram focuses on the range of strategic challenges that Paki-
stan now faces. In a tour de force the internal threat from militancy,
the country’s interests in Afghanistan, a pervasive challenge from India
and post 9/11 relations with the US are all assessed from the perspec-
tive of Pakistan's strategic decline as a consequence of multiple factors
including economic weakness, domestic discord and strategic confu-
sion. Akram brings his experi in Pakistan’s dipl ic service to
bear on the critical question of how the country can reverse its politi-
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cal, ic and dipl li in regional and global
power relations.

Internationally renowned author Ahmed Rashid examines the com-
plex issue of Afghanistan against the backdrop of a faltering US-led
war effort, NATO countries looking for the exits and Pakistan’s con-
troversial policies. He assesses the possibilities for peace talks to end
the long conflict and argues that Pakistan’s stance will be critical to the
outcome: whether the region descends into chaos or moves towards a
negotiated settlement that ensures an orderly withdrawal of Western
troops from Afghanistan.

Turning to relations with India, Dr Syed Rifaat Hussain appraises in
the final chapter how efforts to forge a durable peace between the
nuclear neighbours have fared against the backdrop of their continued
rivalry over Kashmir. Highlighting the fragility of the Pakistan-India
peace process, he argues that lasting peace requires an amicable settle-
ment of the Kashmir dispute. India’s rising influence as a global power
and the Indo-US strategic partnership are not only aggravating Paki-
stan’s security dilemmas but also discouraging New Delhi from secking
durable rapprochement with Pakistan.

The concluding note sets out what needs to be done to address Paki-
stan's systemic and fundamental challenges to set the country on to a
course beyond a ‘crisis state’ and guarantee its long-term stability. It
identifies the critical priorities on which a national consensus needs to
be fashioned. It concludes that this is not possible without political will
on the part of a leadership that is credible and seen to be pursuing
goals regarded as legitimate by the wider public.
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THE PAST AS PRESENT
Ayesha Jalal
A top columnist in a leading Ameri paper recently described

Pakistan as ‘Paranoidistan’—a state that suspects every U.S. move as
designed to weaken Pakistan for the benefit of a secret U.S. alliance
with India.” Paranoia is a2 mental condition based on delusions of per-
secution, excessive jealousy and an exaggerated sense of self. Are Paki-
stanis paranoid and is Pakistan ‘Paranoidistan’? A partial answer
might seem to lie in the common perception of Pakistan as the world's
largest assembly line of terrorists—a product of its compulsive uses of
Islam as an instrument of domestic and foreign policy.? The botched-up
bombmg attempt of New Yorks Tmes Square by a Pakistani-born

has streng; | opinion that, while all Paki-
stanis are not terrorists, most acts of terrorism in.the contemporary
world inexorably carry the Pakistani paw print.

Perceptions matter but devoid of historical grounding can fall short
of providing a balanced perspective. Grasping the reasons for the Paki-
stani tendency for paranoia and violence requires assessing its trou-
bling present in the light of a troubled past. Only then is it plausible to
ask how, if at all, Pakistanis can be persuaded to change course, not
only in a strategic sense but also in terms of recasting the rational and
emotional framework through which they perceive the world and in
turn are perceived by it.
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Ideological Fissures

Billed as rhe epicentre of global terror, Pakistan has been in the grip
an ! g terrorist by el once supported by t
state’s own mlelllgence agencies to conduct ‘jihad’ in Afghanistan ai
Indian-controlled Kashmir. Over the past six years or so an estimat
22,110 people have died, including at least 2,637 security personn
7,004 civilians and 5,960 terrorists or insurgents.’ While Pakistan h
become a veritable killing field, its commitment to the American-1
war against al Qaeda and Taliban in Afghanistan is under acute sus|
cion. Why does Pakistan elicit such scepticism and distrust?
With the spectre of Talibani diating out of the
Federally Administered Tribal Arcas (FATA), Pakistanis are split on t
merits of their strategic alliance with the United States of America.
heated debate on how best to tackle the insurgency in FATA at t!
University of Peshawar ended in pandemonium when the former chi
of Pakistan’s Inter-Services Intelligence (ISI), Chief General (retd) As:
Durrani, blurted out, ‘Leave all this discussion, let me ask the audien
whether they want the Taliban to win or the US? Just raise yo
hand.” The question underlines the deep ideological fissures insi
Pakistan that has made it such a difficult ally for Washington.

b

Whether in private di: i public fora, or back-t
back talk shows hosted on private television channels, a cross-sectic
of Paki are displaying a h for pi theories ov

reasoned arguments supported by hard evidence. Instead of reporti
bare facts and letting people draw their own conclusions, the mediz
opinion managers, assisted by a string of ‘experts’, are burnishing t|
old narrative of national insecurity with apocalyptic fear. Lending cr
dence to the media’s puffery are intelli
failures to prevent suicide bombings in urban centres in retaliatic
against military operations in Swat and South Waziristan and a spa
of American drone attacks on militant hideouts in the northweste!
tribal belt neighbouring Afghanistan. Terrorist attacks in key citie
even when claimed by the Pakistani Taliban, are ritually blamed ¢
American private security agencies such as Blackwater and DynCo:
as strategic revenge for Pakistan's refusal to break off ties with o
Afghan Taliban and deliver the ever-elusive Osama bin Laden.
Besieged by encmies within and without, television’s spin-doctor
impelled by the state’s intelligence agencies, attribute Pakistan’s muli
faceted problems to the machinations of invisible external hands, :
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opposed to historically verifiable causes of internal decline and decay.
If India’s hegemonic designs are not hindering Pakistan at every step,
America and Israel are believed to be hatching plots to break up the
world’s only Muslim nuclear state. Call it paranoia, denial or intellec-
tual paralysis, but Pakistan’s deeply divided and traumatised people
are groping for a magical formula to evade collective responsibility for
their failure to gel as a mnon Individual voices of reason calling for
sober analyses and p to an admittedly difficult situ-
ation are drowning in an upsurge of anti-American vitriolic. Seeing
Pakistan’s ills as gifts from abroad is not the bane of Islamic extremists
alone. Liberal-minded l’alusnms are, for ggmog; reasons, |om|ng the

national chorus cond to
Pakistan.
A psychologically introverted national mindset resistant to critical
flection tends to be icious and id. This is not to say

that there are no grounds for harbouring suspicions of friends and

allies, not to mention enemies, but Pakistanis need to ponder why thf‘y/

have ended up as the world's ite whipping boy. An i
open-ended and sustained internal debate that can shed light on the
root causes of their present predlcamem is impossible without some
bl. of a shared historical . Yet the idea of history
as a study of the past through rigorous investigative methods of critical
enquiry has suffered from willful neglect in the interest of promoting
new-fangled ideologies defined by regimes pursuing the politics of self-
perpetuation. Instead of history, Pakistanis are given emotive lessons
in ideol along with a dium of selective facts, which instead
of opening up minds parrot !he ‘truths’ of hastily constructed nauonal
myths. While myths are an imp di ion of the h i
imagination of a people, they are meaningful only when they bear a
broad resemblance to actual history. Shorn of a history, people living

in myths are just that—a mythical people whose thoughts and actions

lack credibility and sub afi d and dep d people.
Despite a well-orch d official nationalism, Pakistan ever since

its creation has been hing for d here in the twilight

zone between myth and history. Not a novel oomrrenu in a newly
d dent state, it has—due to a dysh d ;ymm

and a closed media (its recent ialisati ith

led to the dissemination of some kable di and h

Curbs on freedom of speech during extended penod- of :mhury
9
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declini d <onal dard: \

n, and an
fear of Indian hegemonic designs, has stunted the development of 2
critical intell I tradition. Intell Is have been hounded and muz-
zled or bribed into subservience. History has been reduced to a jumble
of clichés by official hacks expounding improbable versions of Paki-
stan’s much-touted Islamic ideology. The achievements of essentially
secular Muslim rule in Hindu India for millennia have been tweaked
to assert Islamic superiority. Forced to imbibe official truths, the vast
majority of literate Pakistanis take comfort in ignorance, scepricism
and, most di ingly, in a ion of belief in pi theo
ries. The self-glorification of an imagined past matched by habits of
national denial have assumed crisis proportions today when Pakistan’:
existence is under far more serious threat from fellow Muslims than it

was in {947 Trom rival non-Muslim communities.

Importance of History

Established as a homeland for Indian Muslims, Pakistan has fewe:
Muslims than in India and Bangladesh. Official Pakistani nationalism
ascribes the country’s creation to the ‘two-nation® theory, according tc
which Indian Muslims were always a distinct community that hac
resisted assimilation into the subcontinent’s predominantly Hindu cul
ture. The claim is not corroborated by historical facts. Indian Muslim:
shared a common religious identity but were hardly united in thei
politics, which were more often defined by class, regional and ideologi
cal affiliations. An absence of unanimity in Muslim politics, not the
commonalities of religion, allowed the Indian National Congress tc
cut the All-India Muslim League’s demand for Pakistan down to size.

Mohammad Ali Jinnah had twice rejected the territorial contours o
Pakistan as it emerged, describing them as ilated d anc
mothagaten’. He had wanted a constitutional arrangement that gav.
Muslims something close to parity at a centre re-established on th
basis of a p hip between two iall ign states—Paki
stan (rep ing Musli jority provinces) and Hind (repre
senting Hindu-majority provinces). Jinnah's hopes of a renegotiate
Indian union based on confederal or treaty arrangements between Paki
stan and Hindustan were dashed by Congress's refusal to share powe
and the British haste to draw the shutters on their Indian empire. |
their claim to nationhood was conceded, Muslims as a ‘nation” wer
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divided into two hostile states. The contradiction between the claims of

Muslim nationalism and the achi of a territorial state was never
resolved, confounding Pakistan’s struggle to define an identity that is
both Islamic and national. harm

The importance of history in building a cohesive nation was recog-
nised, but the methods adopted proved inimical for national unity.
Celebrating the nch dwemry of Pakistan’s reyonal cultures might have

made for more judi ions of the nation. P ing Pakistan
as an Islamic entity distinct from Hindu India, the official scribes of

ionalism saw regional identities as zhuau to the state. Using the
Islamic bond to justify ing the disti linguistic and cul-

tural mores of Pakistan’s regional peoples, especially during prolonged
bouts of military dictatorship, had politically divisive effects. Before
and after Bangladesh's formation in 1971, official versions of Pakistani
history elicited derision and resentment in some regions.

Without a credible history, a people cannot develop a historical
consciousness, much less a national one. By devaluing history for
political and ideological reasons, Pakistan has found it difficult to
pro;ec( a national identity that can strike a sympathetic chord with its

B people. Sixty-three years after ind d Pakistan
is trying to define the inner and outer contours of its national identity.
The dilemma flows fram a stubbom refusal to accept the more awk-

ward truths about the h ical ding its birth.
Pnkmzms are conditioned to think that their country emerg:d from a
i ly inspired against Hindu domination in

an independent India. This overlooks Congress’s solution of India’s
Muslim problem. Not only were the two main Muslim majority prov-
inces of Punjab and Bengal partitioned, but the Muslim League was
also denied a share of power at the all-India level, an arrangement
Jinnah had expected to negotiate in order to safeguard the interests of
all Indian Muslims. Glossing over the historically weightier matter of
the exclusion of Muslim-majority areas from India, the managers of
Pakistan harped on fears of reabsorption into Hindu India. While
relations between the two neighbours have been strained ever since
1947, particularly over Kashmir, it is arguable whether India wishes
to reincorporate the Muslim majority areas and endanger its existing
al balance between communities and regions. The desire to
encircle and weaken Pakistan cannot be confused with the objective
of undoing partition.
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The India Factor
The Indian bugbear helped tumn Paklsun into a secunty state, but
threats to its survival as a state invariably emana-

ted from within. The Army and semor civil bureaucracy registered their
dominance over parliament and elected bodies at the provincial and
local levels within years of independence. The supremacy of the non-
elected institutions survived the tentative experiment in parliamentary
democracy during the first decade, controlled politics under military
dispensation after 1958, and persisted after Pakistan’s dismemberment
in 1971. Against the backdrop of centre-province tensions, a gagged
media, weak political parties and the organisational limitations of civil
society, the emerging structural imbalance within the state was given
constitutional legitimacy by a judiciary forced into submission by a pre-
sumptuous executive. The result was a centralised state structure, federal
in form and unitary in substance, whose military authoritarian charac-
ter was at odds with the rznor of politics in the regxons These structural
ibuted to a lack of d i madc
quate for public bility, i itable distrib of
resources and chronic tensions between the centre and the provinces.
The uneasy symbiosis between a military authoritarian state and
democratic political processes is often traced to the artificial nature of
Pakistan and the lack of a neat fit between social identities at the base
and the arbitrary frontiers drawn by the departing colonial masters.
Y:( lndnz, wnh greater social diversities, laid the foundations of a con-
This crucial diff between the two states
that replaced the British Raj cannot be put down to a democracy defi-
cit in the Muslim psyche. Nor can the complex and shifting political
dynamics that thwarted Muslim dreams for peace and prosperity be
blamed wholly on America’s cynical exploitation of Pakistan’s geo-
strategic location. A choice was made by the rulers of Pakistan in the
fage of Wachingten’s efforts to charm.New Delhi with generous
amounts of economic assistance. The country’s first finance minister
Ghulam Mohammad, summed up the feeling well when he told the
Ameri that Pakistanis felt like ‘a p ive bride who observe:
her suitor spending very large sums on a mistress, i.c. India, while she
herself can only look forward to not more than a token maintenance
in the event of marriage’.*
Faced with the iable choice of Indian b o1
joining American-backed security alliances aimed at the containment

h
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of ism, the Pakistani leadership opted for the latter. By the
mid 1950s, Pakistan had entered the South East Asian Treaty Organiza-
tion (SEATO) and the Central Treaty Organization (CENTO) covering
West Asia in return for American military and i i
Hitching its wagons to the Anglo-American bloc dented Pakistan’s
efforts to project itself as a leader of the Muslim world. During the
1950s an Arab world rife with anti-imperialist and nationalist trends
felt little affinity for a country flaunting its Islamic identity. Pakistan’s
alliance with the West bolstered Jawaharlal Nehru's bid to register India
as a leader of the non-aligned movement. This served to heighten the
Pakistani sense of inferiority vis-a-vis India, forcing an abject reliance
on America whose capitalist-driven consumerism and military prowess
was as much an object of resentment as of awe in the country.

Manto’s Letters

The Urdu short story writer Saadat Hasan Manto conveyed the mood
of ordinary Pakistanis reduced to silently watching the world’s richest
and most powerful country arming one of the poorest and weakest to
counter the local bully on the block. ‘My country is poor, but why is it
ignorant?’ Manto asked in the first of nine satirical letters to Uncle
Sam. The percipient Uncle had to know the answer in his heart unless
it had been removed by one of America’s brilliant surgeons. Manto
wondered where America got all its money from to be such a ‘show
off’. He loved his country, however poor and ignorant. Tired of wast-
ing his considerable talents living a life of penury, Manto feared he
might soon kill himself or die a natural death, ‘because where flour
sells at the price at which it sells here only a shame-faced person can
complete his ordained time on earth.’ The stark truth was that ‘we
neither know how to live nor how to dic.” What Pakistanis needed
most from the US were conatitutional experts to help draft a constitu-
tion. A nation can do without a national anthem, but ‘cannot do with-
out a constitution.” This was why, unlike the United States, interesting
things happened in Pakistan. Ministers changed every other day,
would-be prophets made outlandish claims, countrywide disturbances
brought no change and inquiry commissions worked under the direc-
tion of unnamed higher authorities. Manto liked the idea of an Ameri-
can military pact with Pakistan so long as he got a personal atom
bomb to lob at mullahs whose habits of personal hygiene offended
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him. He was certain that American military aid was to arm the m:
labs. Once the ‘gang of mullahs is armed’ and ‘their pajamas stitch(

by A hines in strict ity with the Sharia’, the Sovie
would have to shut down shop in Pakistan.”

As Mzmo icipated, American infl inalised the leit ar

kened an incipient di without iall g tl

lot of the toiling masses. Islam was regularly invoked but rehyons ro
in state affairs was kept in check. Retrospectively constructed arg
ments abou( Islam being deployed as an instrument of foreign policy |

ever since the of Pakistan are in ne«
of modlﬁcauon * There was a vast difference between utilising religic
for the state’s internal homogenising logic or upstaging India at intem
tional fora and an ideologically driven policy of making Pakistan :
ultra conservative Islamic state committed to waging ‘jihad’ against
and sundry. Campaigns by self-styled religious parties, looking to car
out a political niche in a state whose creation they had opposed, we
fiercely contested and the ‘tyranny of the mullah’ resolutely condemnt
for the sake of more realistic foreign policy goals.”

The Islamic Shift

For all the lip service paid to Islam, Pakistan remained a relatively Ll
eral and moderate Muslim state until the 1970s. The loss of the easte:
wing in 1971 was a watershed with a transformative effect on tt
Pakistani psyche. Apart from subverting the ‘two-nation’ theory,
humiliating military defeat by India took a hefty toll on national prid
-« —rUna:customed to leamlng from hlstory and more comfortable wit
myths of an ined past, P: were ptible to the Islami
charge that the ruling elite’s lack of religiosity had caused the country
disintegration. Secular in his political convictions, Zulfikar Ali Bhutt
instead tried reviving national morale by acquiring nuclear capabili
and rebuilding a sh d Hc doubled efforts to strength
ties with Muslim oil-producing ially Iran, Libya, ar
Saudi Arabia. In February 1974 Pakistan hos(ed the second summit «
the Organization of the Islamic Conference in Lahore. The pomp ar
ceremony of the occasion provided the pretext for Pakistan formal
recognising Bangladesh. Lines of credit were sought from friendly Ar:
states, softening the blows of the global oil shock for cash-starve
Pakistan. The global reassertion of Islam on the back of Arab petr:
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dollars won the admiration of Pakistan’s rising middle classes, who
sought to emulate the Saudi variant of Wahabi Islam.

This was grist to the mill of Islamist parties like Jamaat-¢-Islami, who
used the Saudi call to excommunicate the heterodox Ahmadi commu-
nity from the Islamic fold to revive their own long-standing demand.
Bhutto’s cynical decision in 1974 to concede the exclusionary demand
of the religious ideologues to declare Ahmadis a minority undermined
the principle of equal citizenship rights in a modem nation-state. While
the consequences of the decision have been far-reaching, the critical
change in the role of religion in Pakistan came in the wake of the Ira-
nian revolution and the Soviet invasion of Afghanistan. General Zia-ul-
Hagq (1977-1988) hronised his so-called Islamisation policies with
American-backed support for the Afghan resistance movement in the
1980s. Slpullmg a depnmn'e from earlier regimes that had restricted
th lves to ing the religious lobby with symbolic
displays of Islamic rectitude, Zia upon becoming the Chief of Army
Staff changed the Army’s motto to ‘Faith, Piety and Jihad’ in lieu of
“Unity, Faith and Discipline’ coined by Jinnah.

Handlers of the ‘jihad’ in the ISI developed a stake in the enterprise
once billions of dollars flowed in from the US and Saudi Arabia to
fight the Soviets in Afghanistan. Afghan rebels and local militants
fighting the Soviets were regarded as assets that could help the Paki-
stan Army extend its influence in Afghanistan to achieve sgrategic
ggvh apmst India. A sprawling state-sponsored ‘jihad’ industry was

' y funding madrasahs in the north that shared a com-
mon Pakhtun culture with over three million Afghan refugees who had
poured into Pakistan. The blending of Saudi Wahabism with the neo-

Deobandi ideology prop d by these seminaries made for a witch’s
brew of religious bigotry and sectarian hatred. State sponsorship of the
Deobandis for strategic p upset the ian balance in pre-

dominantly Barelvi Pakistan. Long before the Taliban reared their
heads in the tribal northwest of Pakistan, local rivalries dressed up as
disagreements over Islam erupted in pitched battles between militant
bands of Sunnis and Shi‘as as well as Deobandis, Barelvis and the Ahl-
i-Hadith.'
'l'hc  surge in ian conflict agaim( the backdrop of
lysi ing regional gr and systemic
corruption awavaud bya parallel arms and drugs economy. Despite
elected PPP governments led by Benazir Bhutto, Zia's devoted legatees
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in the political fraternity stuck to the task of ideologically remappin;
Pakistan as the outpost of ‘original’ Islam in Saudi Arabia. An alread;
compromised educational system with only a perfunctory commitmen
to research and critical analysis was gradually dismantled. A premiun
was placed on displays of piety without stemming the growing rot it
social morality. The Soviet defeat in Afghanistan followed by the col
lapse of communism fanned illusions of Islamic grandeur that wa:
harnessed by the ISI to project its preferred view of Pakistan’s presen
and future security concerns. Relations with the US plummeted. It
October 1990 Washington suspended military and economic aid tc
Pakistan for pursuing its nuclear ambitions. This felt like a betraya
after services rendered between 1979 and 1989. Suspicious of Indi:
and with Kashmir up in arms after 1989, the Pakistan Army’s suppor
of the Taliban in Afghanistan gave a fillip to religious militancy a
home. India’s nuclear tests in 1998 were duly matched by Pakistan
encouraging the Army’s high command to check New Delhi’s resolve
by occupying the Kargil heights, making the Kashmir dispute mor¢
intractable than ever.

Post-9/11 Challenge

This is where matters stood when Pakistan was catapulted onto centrc
stage with the events of September 11 2001. While agreeing to suppor
the US campaign against al Qaeda operatives, General Pervez Mushar.
raf refused to abandon the time-honoured security paradigm of defens
against India at all costs. The doctrine of strategic depth was predi
czred on dcnymg India a foothold in Afghanistan, a prospect whost
likelih d with the di ling of the Taliban regime. Lik¢
most liberal Pakistanis, Musharraf understood that the world had zerc
tolerance for a country promoting extremism as an instrument of for
eign policy. Yer elements in Pakistan’s premier spy agency, the ISI
rejected the need for a paradigm shift in their strategic doctrine. They
pointed to India’s eager embrace of Hamid Karzai’s government, warn
ing that America would quit Afghanistan sooner rather than later
While delivering Arab members of al Qaeda to the Americans, the IS!
continued supporting the Afghan Taliban through a clandestine net
work of retired officers from the Army and the Frontier Constabulary
In addition to helping resettle them in FATA, these ‘rogue’ ISI opera-
tives built a command and control structure for the Taliban in Balo-
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.
chistan from where they launched attacks on American and NATO
forces in southern Afghanistan."

FATA’s emergence as terrorism-central injected a new strain into the
equation, threatening American and NATO forces in Afghanistan as
well as Pakistan. After the crackdown on the Lal Masjid in Islamabad
in the summer of 2007, a fulcrum of ISI-supported militants since the
80s, a spate of suicide bombings orchestrated by the Pakistani Tehrik-
i-Talban targeted the Army and police personnel as well as politicians.
As fighters fmm Central Asia, Western China, Turkey and various
Arab bined with radicalised Pakhtun trib to train
a new generation of Pakistani and European Muslim militants, al
Qaeda resurfaced in the tribal redoubts of northwestern Pakistan with
a vengeance. The ongoing military operations in FATA have given
cause for cautious optimism, but the Pakistani Army’s reluctance to
give up on the Afghan Taliban signifies its clash of interest with Amer-
ica in Afghanistan.

Is a Turnabout Possible?

Pakistan cannot change course without neutralising or satisfying the
security concerns of i its all+ powerful Army. So is there a realistic hope
for a b The | ity led by the USA, and
including the European Union, NATO and the UN, has to urgently
tackle the problems facing Pakistan and Afghanistan in a holistic fash-
ion. This entails assisting Pakistan’s civilian government to sort out its
political and economic difficulties and weaning the Army away from
its deadly gamble with religious extremism.

Peace will remain a forlorn hope so long as Pakistan and India con-
tinue to see their interests in Afghanistan as a zero sum game. The two
nuclear states have to appreciate the threat a wartorn Afghanistan and
unstable north western tribal areas in Pakistan pose to the future of
the subcontinent as a whole. Washington too has to realise that the
policy of de-hyphenating relations with India and Pakistan has its limi-
tations and what is considered an opportunity in one may be the cause
of the problem in the other.

The idea of the two archrivals sharing an interconnected future will
raise the hackles of those used to viewing the past and the present
through the refracting prism of ideology rather than history. Cooperat-
ing not subverting neighbours can be a more effective way for nation-
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states to re-establish control over rebellious regional satraps. An
understanding between Rajeev Gandhi and Benazir Bhutto in the late
80s took the sting out of the Sikh uprising in the Indian Punjab that
had been aided and abetted by the ISI. In marked contrast is the unre-
solved issue of Kashmir, which New Delhi imputes to Pakistan’s back-
ing for the popular insurgency in the valley and support for ‘cross-
border terrorism’. In the moral one-upmanship characteristic of their
relations, Islamabad regularly accuses India of sponsoring acts of sabo-
tage in Pakistani cities and, more recently, of fomenting dissent in
Balochistan. The air of mutual distrust suffocating creative thinking in
the Indian and Pakistani capitals has kept Kashmir on the boil. This
has been detrimental not only for the Kashmiris but also for Indo~
Pakistan trade relations that are widely believed to hold benefits for
both countries at a time of crisis in the global economy. The Kashmir
conflict has given Pakistan's military establishment an excuse for not
abandoning its Afghan policy. Once America attacked Iraq and low-
ered its threat perception from Afghani Pakistani intelli
hawks convinced Musharraf and his top generals that their self-interest
demanded keeping lines open with the Taliban and reviving contacts
with some of the ISI's former wards among the Afghan warlords.
Accused by Americans of duplicity and not doing enough, the Army
leadership has pointed to India’s heightened presence in Afghani
which rejects the Durand line as its official border with Pakistan and
claims the North West Frontier Province and parts of Balochistan.

From a military perspective, letting India usc its influence over Kabul
to squeeze Pakistan from both the eastern and the western fronts is
suicidal and the reason why the Army top brass has resisted US dicta-
tion in Afghanistan. The contours of Pakistan’s India centred strategic
doctrine were etched soon after ind d by a civilian leadershi
which instead of addressing d ic political probl made the
acquisition of Kashmir a national cause célébre. With the Army’s rise
to dominance in the state, the legacy of inconclusive Indo-Pakistan
wars over Kashmir and the psychologically bruising defeat of 1971, no
elected civilian g has been permitted to alter the time-h
oured security paradigm. Despite an ostensibly free press, out of the
box discussions of strategic security are deemed anti-national. For the
few who have questioned Pakistan's defence doctrine, many more take
the path of least resistance by accepting the Army'’s claim that Indians,
not the Taliban, are the main enemy.

1
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Benazir Bhutto’s assassination on 27 December 2007 removed the

one politician publicly itted to fighting mili as Pakistan’s
own war. After the 2008 elecnons, the PPP-led | government took politi-
cal hip of military op against hubs in FATA

and settled areas in the northwest. Jamaat-e-Islami and other opposi-
tion parties accuse the government of waging war on its own people to
satisfy its American p ing civilian Ities and the
displ. of several hundreds of th ds of people has stirred
popular anger, especially as the war is showing no signs of coming to
an end anytime soon. The growing American presence in Afghanistan
is a matter of great concern, as it is generally believed to be a prelude
to a thrust into Pakistan and depriving it of its nuclear arsenal. The
irony of needing to safeguard nuclear weapons instead of being pro-
tected by them is lost on Pakistanis. Pious hymns about national sov-
ereignty run counter to the political and military leadership’s eagerness
for American financial and military assistance. In the absence of a well-
loped critical tradition and an phere for open dialogue and
discourse, a testament to years of military dictatorship and the stagger-
ing infirmities of the educational system, the reality deficit in Pakistan
is unlikely to take a self- ive course in the f ble future.
The situation in FATA is grave enough to cause concern in all the
neighbouring countries. India in particular needs to calculate the risks
of Pakistan being overrun by unruly tribesmen or collapsing under the
increasing weight of its own internal contradictions. In wanting to
extract maximum advantages from their new partnership with India,
the Americans too need to calibrate the dangers of treating Pakistan’s
strategic with hal and p ding they can win the
Afghanistan War on their own terms. Ultimately Pakistanis have to
take control of their own destiny by revising the premises of a national
security paradnyn that has eroded the basis of their state and derailed
hing a viable d ic system. Of the ifold
chl“@n‘p. ‘lclng Pakistan, by far the most formidable is the need to
educate the citizenry so that it can engage in an informed debate on
how the cotntry's foreign and defence policies can be squared with the
requirements of internal political stability. Far from providing the
proverbial glue, instrumentalist uses of Islam have created extreme
divisiveness and widespread social corrosion. If the Tehrik-i-Taliban
Pakistan is targeting Islamabad, radicalised elements in non-Punjabi
provinces are talking secession or invoking the Muslim l.ugues 1940
1 with its confederal to demand igr
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Conclusion

Insofar as nations are imagined communities that are limited and sc
ereign, the constructed myths of the Pakistani past cannot wish aw
the embedded divisions and tensions of the present. Instead of chasi
mirages on a murky and receding horizon, Pakistanis will be beti
served if they are taught how to delve into the depths of their own h
tory with the kind of open mindedness and spirit of freethinki:
enquiry that is the basis of mature understanding. It is only then th
this troubled and troubling country of more than 170 million c:
begin shedding its curious penchant for myths, delusions and conspit
cies, day in and day out of season. Critical awareness of Pakistai
present problems in the light of history can overcome the reality defic
and help create the political will that can allow Pakistan to navigate
way out of a daunting present and chart a future consistent with t
aspirations of its rudderless and long-suffering people.
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Dr Akbar Abmed

The debate about the nature and character of the Pakistani state has
never been more intense than it is today. Some still voice the demand
for a theocratic state. The Pakistani Taliban is the most extreme
expression of this, but a variety of more mainstream religious groups
also call for the rule of the Shari‘a. Others argue that Islam has little to
do with the state. Most Pakistanis would perhaps reflect a balance
between these two positions. In this debate, there is no voice more
important than Mohammad Ali Jinnah’s, the founder of Pakistan.
Because of his seminal role in the country’s creation and the high sym-
bolism of his name, it is crucial for Pakistanis to know about his ideas
on the role of religion in Pakistan.

Pakistan, a Modern Muslim Nation

“There is no solution in sight; once there was mirth in the heart, now
nothing makes me smile.” Ghalib’s despondent verses, written in the
mid-nineteenth century, reflected the nadir of Muslim politics; the
depths of the collapse. Within a century of those lines being written,
Jinnah had achieved the impossible: he had created an independent
Muslim state. He had restored Muslim pride, giwen them a sense of
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destiny and secured them territory. It is no wonder they idolised hir
and called him the Quaid-i-Azam, the ‘Great Leader’.

Jinnah’s Muslim nation was not fully what he had wanted: it wa
“truncated’ and ‘moth-eaten’. It appears Jinnah’s willpower kept hir
going but in the last year of his life, after Pakistan had been created, h
was seriously ill. He therefore focused his energies on the survival ¢
the state, exhausting himself in the effort to keep Pakistan alive. Th
unending problems were of such magnitude that they demanded hi
immediate attention (which gave his critics the opportunity to accus
him of becoming autocratic): the influx of millions of refugees fror
India; the horror of the communal violence in which about two millio
people—Hindus, Muslims and Sikhs—died; a state of undeclared wa
in Kashmir; a tattered defence and administrative structure, torn i
two, needing to be rebuilt; the near bankruptcy of the state; and th
refusal of an increasingly hostile India to send Pakistan the agreed div
sion of assets.

The awful reality of millions of Muslims stranded in India as ‘ho:
tages’, not easily able to enter his Pakistan—a nightmare Jinnah tried s
hard to avoid—soon dawned on him. The scale of the savage killing ¢
refugees on both sides shook him to the core, hastening his end (this
precisely how Dina Wadia, Jinnah’s daughter, saw her father’s deatl
she believed that he had literally sacrificed himself for his nation).

Increasingly, Jinnah was opening his heart in an unprecedented mar
ner to his people in official broadcasts, abandoning the formal postur
of the skilful but aloof lawyer. Now he shared their hopes, their so
row, their sense of personal tragedy and their feeling of frustration :
the injustices of the world. One senses his anger and outrage, as b

i d not only the hinations that would lose Pakistan the stal
of Kashmir but also the attempts to kill Pakistan at its birth.

In the first winter of Pakistan’s existence, a group of officers, in we
coming him, assured him that they were prepared to follow hii
‘through sunshine and fire’. Jinnah replied, ‘Are you prepared t
undergo the fire? We are going through fire, the sunshine has yet «
come.’ He was aware of the dangers. The whole structure could raj
idly unravel in spite of all the faith and commitment of the supporte
of Pakistan. His question of whether Pakistanis were prepared 1
undergo the fire is as relevant today as when Jinnah raised it. Pakist:
nis are still going through fire. That is why they need to understand tt
vision of their founding father.
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Jinnab’s Gettysburg Address
Wl\zt was Jinnah’s vision of Pakistan? Would Pakistan be a modern
or a closed th ? Would Muslims be safe in it?

Since Jinnah did not write a book or monograph, the main clues to
his thinking are to be found in his speeches. If we put together two of
Jinnah's speeches in the crucial month of August 1947 when he had
attained his Pakistan—indeed the first two speeches that he made to
the new Constituent Assembly—we can glimpse his vision for the state
he had created. The first was delivered on 11 August, when the Con-
stituent Assembly of Pakistan elected him as their first President, and
the second on 14 August, which is now celebrated as Independence
Day. Together they comprise Jinnah’s ‘Gettysburg address’ and would
form the base for his subsequent speeches in the final year of his life.

Perhaps his most significant and most moving speech was the one
given on 11 August. It was an outpouring of ideas on the state and the
nature of society, almost a stream of consciousness and it was delivered
without notes:

Now, if we want to make this great State of Pakistan happy and prosperous
we should wholly and solely concentrate on the well-being of the people, and
especially of the masses and the poor. If you will work in co-operation, forget-
ting the past, burying the hatcher, you are bound to succeed. If you change
your past and work together in a spirit that cvery one of you, no marter to
what community he belongs, no matter what relations he had with you in the
past, no matter what is his colour, caste or creed, is first, second and last a
citizen of this State with cqual rights, privileges and obligations, there will be
no end to the progress you will make.

1 cannot emphasise it too much. We should begin to work in that spirit and in
course of time all these angularities of the majority and minority communities,
the Hindu community and the Muslim community—because even as regards
Muslims you have Pathans, Punjabis, Shias, Sunnis and so on and among Hin-
dus you have Brahmins, Vashnavas, Khatris, also Bengalees, Madrasis and so
on—will vanish. Indeed if you ask me this has been the biggest hindrance in
the way of India to artain the freedom and independemce and but for this we
would have been free peoples long long ago.'

l-rom th:s powerful passage comes a vision of a brave new world,
ly an imp in its spirit of tol to the old world
he had just rejected:

You are free; you are free to go to your temples, you are free to go to your
mosques or to any other place of worship in this State of Pakistan ... You may
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belong to any religion or caste or creed—that has nothing to do with the busi-
ness ol the State ... . We are starting in the days when there is no discrimination,

between one ity and another, no discrimination between
one caste or creed and another. We are starting with this fundamental principle
that we are all citizens and equal citizens of one State.?

If Pakistanis could follow these ideals, Jinnah would be confident of
the future. Jinnah made a pledge: ‘My guiding principle will be justice
and complete impartiality, and I am sure that with your support and
co-operation, I can look forward to Pakistan becoming one of the
greatest nations of the world.”

Two days later the Mountbattens flew to Karachi to help celebrate
the formal transfer of power. In his formal speech to the Constituent
Assembly on 14 August, Lord Mountbatten offered the example of
Akbar the Great Mughal as the model of a tolerant Muslim ruler to
Pakistan.

Akbar the Great as a Model Muslim Ruler...

M b had d Akbar advisedly. Akbar has always been
a favourite of those who believe in cultural synthesis or what in our
time passes for secular leadership. To most non-Muslims in South Asia,
Akbar symbolised a tolerant, humane Muslim, one they could do busi-
ness with. He avoided eating beef because the cow was sacred to the
Hindus. The Rajputs provided Akbar's armies with soldiers and gener-
als and gave his court influential wives.

But for many Muslims Akbar posed certain problems. Although he
was a great king by many standards, he was a far from ideal Muslim
ruler: there was too much of the willful Oriental despot in his behav-
iour. His harem was said to number a thousand wives. His drinking, his
drugs and his blood lust were excessive even by Mughal standards.

Akbar also introduced a.new religious philosophy, din-e-ilabi, an

ion of some of the established religions, with Akbar himsel!
as a focal religious point. This was imperial capriciousness, little else.
and it made the ulema unhappy.

Mountbatten would have been aware that six Mughal Emperors
beginning with Babar in 1526 and ending with Aurangzeb’s death ir
1707, had ruled India, giving it one of the most glorious periods of it:
history. The Mughal Empire did not end until the British finally killec
it off in 1857, but its last great emperor was Aurangzeb.
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These were six remarkable men, each one different and easily lending
themselves to popular stereotypes. There was Babar the Warrior King,
the founder; Humayun, good-natured but unlucky, who almost lost his
father's kingdom; Akbar the Great, the man who joined together the
various cultural and religious strands of India during his reign, thereby
laying the foundations for a mighty state; Jahangir, artistic, drunken,
troubled, who ruled mainly through his talented wife, the Empress Nur
Jahan; Shah Jahan, who brought the empire to a pinnacle of artistic and
architectural glory, the creator of the Taj Mahal; and finally Aurangzeb,
whose long reign is seen as the watershed for Muslim rule in India and
who himself evokes divided loyalties: orthodox Muslims regard him as
an ideal ruler, while critics call him a fanatic and point out his harsh
treatment of his father and brothers.

So Mountbatten’s choice was neither random nor illogical. Yet he
could also have selected Babar, who after all opened a new chapter of
history in India, not unlike Jinnah.

The story of Babar—poet, autobiographer, loyal friend and devoted
father—was perhaps too triumphalist for Mountbatten. But had
Mountbatten and his staff done their homework they would have real-
ised their blunder. In suggesting Akbar, Mountbatten was clearly una-
ware of the impression he was conveying. While his choice may have
impressed some modernised Muslims, the majority would have thought
it odd. Of the six great Mughal Emperors from Babar to Aurangzeb,
Akbar is perhaps the one most self-avowedly ncutral to Islam. To pro-
pose Akbar as an ideal ruler to a newly formed and self-consciously
post-colonial Muslim nation was rather like suggesting to a convention
of Muslim writers meeting in Iran or Pakistan in the 1990s that their
literary model should be Salman Rushdie.

Akbar was the litmus test for Jinnah; perhaps a decade before he
would have accepted Akbar as a madtl but now he rejected the sug-

gestion. In a reburral, which dwoa publlc b—M
was after all still the Viceroy of India—Ji p danal
model.

...Or the Prophet of Islam

Jinnah in his reply pointed out that Muslims had a more permanent
and more inspiring model to follow than that of Akbar—the holy
Prophet of Islam:

Khan Shaheed Library N



PAKISTAN: BEYOND THE ‘CRISIS STATE'

The tolerance and goodwill that great Emperor Akbar showed to all the non-
Muslims is not of recent origin. It dates back thirteen centuries ago when our
Prophet not only by words but by deeds treated the Jews and Christians, after
he had conquered them, with the utmost tolerance and regard and respect for
their faith and beliefs. The whole history of Muslims, wherever they ruled, is
replete with those humane and great principles which should be followed and
practised.*

Jinnah reverted to the themes he had raised only three days earlier.
The holy Prophet had not only created a new state but had also laid
down the principles on which it could be organised and conducted.
These principles were rooted in a compassionate understanding of
society and the notions of justice and tolerance. Jinnah emphasised the
special treatment the Prophet ded to the ities. Morali
piety, human tolerance—a society where colour and race did not mat-
ter: the Prophet had laid down a charter for social behaviour thirteen
centuries before the United Nations.

Itisi ing how even d d scholars have misread these
speeches of Jinnah. Stanley Wolpert, an admirer of Jinnah, who ana-
lysed the first speech over several pages, concluded that what he termed
the “disjointed ramblings’ suggested that Jinnah had lost his mind that
he was wandering.* Was Jinnah aware, asked Wolpert, that he was
abandoning his two-nation theory by talking of tolerance and so on?

In fact Jinnah’s remarks must be seen in the context of Islamic cul
ture and history. Jinnah, conscious that this was one of the last time:
he would be addressing his people because he was seriously ill, woulc
find himself echoing the holy Prophet's own last message on Mouni
Arafat. For him too this was the summing up of his life and hi
achievement. Wolpert's dismissal of the speech is interesting; he wa:
aware of the comparison with the Arafat address but he did not follow
it through.

<sh

The Last Testament

Jinnah often ended his speeches with a flourish. He reminded his audi
ence that Pakistan was the largest Muslim nation in the world and the
fifth largest in terms of population, that it had a special destiny anc
could become one of the most important states in the world. Jinnat
did not want to create just another state; after all, even in his day ther
were many Muslim states. His dream was a grand one: what he wantec
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was nothing less than one of the greatest nations in the world, not just
in the Muslim world. Even today the idea of Pakistan is greater than
the reality of the country.

‘When he made these speeches he was an old man, and he knew he
was dying; they were his last words. What makes a last testament valid
is the fact that the speaker is about to die, about to meet his maker. A
person’s last words are therefore considered authentic; even the law
accepts them as evidence. We can thus believe in the sincerity of Jin-
nah’s speeches in the last months of his life, which establish that he
was moving irrevocably towards his Muslim culture and religion.

Those who argue that Jinnah was cynical and exploited religion and
custom need to understand the one-year he had in Pakistan before he
died. Consider his position after the creation of Pakistan. He was by
far the most popular and most powerful man in the country, the
revered Quaid-i-A of Pakistan, respected by millions of people. If
he had decided to defy tradition and custom, he would have gotten
away with it. He could have dressed, spoken or eaten in any way he
wanted and still been venerated. There was too much affection for him
to be shaken by anything. The example of Kemal Atatiirk who rejected
Muslim culture and tradition in Turkey—another father of the
nation—comes to mind. But Jinnah took the opposite route. He may
have started life at one end of the spectrum in terms of culture and
tradition, but by the finish he was at the other end of it.

A comparison of the two newly independent countries, India and
Pakistan, reveals that by the time Mountbatten arrived in India Con-
gress would be forming the government of an independent India, hav-
ing worked towards this objective for almost half a century. Congress
already had its leaders, a committed cadre, an all-India structure and
networks that reached down to the village. It had struggled and sacri-
ficed. Most important, it had a philosophy of how to run an independ-
ent India. The Pakistan movement, just a few years old in the 19405,
suffered in comparison.

Jinnah’s ideas about Pakistan remained vague. Vagueness was both
the strength and weakness of the Pakistan movement. It became all
things to all men, drawing in a variety of people for different reasons;
but it also meant that once Pakistan was achieved there would be no
clear defining parameters. During the last year or two of his life, Jin-
nah had begun to sharpen his concept of Pakistan. He travelled exten-
sively and spoke tirelessly on radio and in public.
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Vision of an Islamic Society

These speeches, together with what I have called his Gettysburg address,
reveal that several themes are repeated. The first is the unequivocal
Islamic nature of Pakistan, drawing its inspiration from the Qur'an and
the holy Prophet. This is the vision of an Islamic society which would
be equitable, compassionate and tolerant, and from which the ‘poison’
of pti poti i and ineffici would be
eradicated. Pakistan itself would be based on the high principles laid
down by the Prophet in Arabia in the seventh century. Although Jinnah
had pointed out the flaws in Western-style democracy, it was still the
best system of government available to Muslims.

Jinnah specifically did not want a theocratic state run by mullahs. In
a broadcast to the people of the United States of America recorded in
February 1948, Jinnah made his position clear:

In any case, Pakistan is not going to be a theocratic State to be ruled by priests
with a divine mission. We have many non-Muslims—Hindus, Christians and
Parsees—but they are all Pakistanis. They will enjoy the same rights and privi-
leges as any other citizens and will play their rightful part in the affairs ol
Pakistan.*

When his enthusiastic admi dd; d him as ‘Maulana Jinnah'
(Our Master Jinnah) he put them down, saying: ‘I am not a maulana,
just plain Mr Jinnah.’

Protection of Non-Muslims

Acceptance of minorities is another theme in his speeches. Jinnah had
regularly reminded his Muslim audience of what Islam maintains: ‘out
own history and our Prophet have given the clearest proof that non-
Muslims have been treated not only justly and fairly but generously’.’

Jinnah's statements about minorities (whether Muslims in India ot
Hindus in Pakistan) are signil ‘I am going to itute myself the
Protector-General of the Hindu minority in Pakistan.” He spent his
first and only Christmas in December 1947 as a guest of the Christian
community, joining in their celebrations. In that one act he incorpo-
rated the rituals of the minority community into Pakistani conscious-
ness (a far cry from the somewhat pointed distancing of Pakistan
leaders from the rituals and customs of the minorities in contemporary
Pakistan.) Although pressed for time, in Dhaka he met a Hindu delega-
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tion and in Karachi and Quetta a Parsee one, assuring them of his
intention to safeguard their interests.

Even after the creation of Pakistan he not only continued to have
British personnel on his staff but also actively encouraged them to par-
ticipate in the life of the new nation. Sir George Cunningham, to
whom Jinnah sent a telegram in Scotland inviting him to return to his
post as the Governor of the North West Frontier Province immediately
after independence, is an example.

Opposition to Provincialism

The other theme was the need to check provincialism, which was
already rearing its head. In his speeches, for example in Peshawar and
Dhaka, Jinnah stressed the evils of provincialism, which he warned
would weaken the foundations of the state.’

In Pakistan people assume that the movement for ethnic assertion is
recent, a product of Pakistan. On the contrary, such movements existed
before the creation of Pakistan, as is clear in a letter to Jinnah of 14 May
1947, from G. H. Hidayatullah, a Sindhi leader based in Karachi:

Some enemies of my wife and myself have been making statements in the press
that we two are advocating the principle that Sind is for the Sindhis only. This
is entirely false and baseless. Both of us are ardent supporters of Pakistan, and
we have given public expression to this. Islam teaches universal brotherhood,
and we entirely subscribe to this... All this is nothing bu false propaganda on
the part of the enemies of the League.'®

A week later Abdus-Sattar Pirzada issued a statement making clear
that Pakistan would be the home for all Muslim immigrants from
India: ‘Sind has been the gateway of Islam in India and it shall be the
gateway of Pakistan too.""

Yet Jinnah sailed into an ethnic storm after the creation of Pakistan.
In a momentous encounter in Dhaka, the capital of the province of
East Pakistan (the future Bangladesh), he insisted that Urdu and Urdu
alone would be the national language, although he conceded the use of
the provincial language. Bengali students murmured in protest. The
language movement would grow and in 1952 the first martyrs, protest-
ing students, would be killed. In time a far wider expression of ethnic
discontent would develop at the imagined and real humiliation coming
from West Pakistan and in particular the Punjab. But that was in the
future. Jinnah had for the time being clung to his idea of a united Paki-
stan; united in a political but also cultural sense.
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Diaspora: The Plight of the Refugees

The plight of the refugees, their lives forever altered, moved Jinnah as
nothing else in his life. Their killing, he repeated, was ‘pre-planned
genocide’.'? He constantly referred to them:

A few days ago, I received harrowing accounts of the terrible happenings in
the Punjab and the situation, from all accounts, appeared to be so grave that |
decided to come to Lahore. On my arrival here, | immediately got in touch
with various sources that were available to me and 1 was deeply grieved ro
realize that unfortunately there was a great deal of truth in what had been told
to me. | am speaking to you under deep distress and with a heavy heart."

Even the joyous occasion of Eid became a moment of reflection:

For us the last Eid-ul-Fitr which followed soon after the birth of Pakistan was
marred by the (rayc happenings in Fzsl Punyzb The bloodbﬁlh of last year
and its aft he mass mi of P d a problem of
unprecedented magnitude. To provide new moorings for this mass of drifting
humaniry strained our energies and resources to breaking point.'

Jinnah mobilised everything at hand for the poor, especially among
the refugees:

Let every man and woman resolve from this day to live henceforth strictly on
an austerity basis in respect of food, clothing and other amenities of life and
Jet the money, foodstuffs and clothing thus saved be brought to this common
pool for the relief of the stricken. The winter is approaching and in the Punjab
and Delhi particularly, it is very severe and we must provide refugees protec-
tion against it."*

Jinnah acknowledges the generous response of the local, indigenous
Pakistanis to the refugees:

But for the spirit of brotherhood shown by the people of Pakistan and the cour-
age with which the people as well 2 the Government faced the almost over
whelming difficulties created by a lleled in the history of the

world, the entire structure of the State might well have crumbled down.™*

The support for the refugees was inspiring. Nadir Rahim, whose
father was Commissioner of Lahore, told this author that locals and
non-locals joined in, helping one another; the former became ansaris,
helpers, the latter mubajirs, refugees. These were names revived from
Islamic history when those who received the holy Prophet and his
companions in Madinah came to be called ansaris and those who had
fled Makkah mubhajirs.
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My own experiences in the early years of Pakistan confirm this. My
father was a senior official in the new country, the first divisional
Superintendent of the Pakistan Railways in Karachi, its capital. The
movement of refugees, troops and goods all depended on the railways.
He had a large official house where dozens of refugees were camped
for months and where families lived with us for years.

People seemed to appear from nowhere in our house and then disap-
pear for ever. They looked dazed, uncertain and withdrawn. I remem-
ber in particular two men: one old, respectable and orthodox, the
other young, barely in his teens. The first scemed to have found
strength in Islam and his punctilious observation of ritual. The young
man was asleep most of the time wrapped in a white sheet as if he
were a corpse. When he woke he had little to say. An expression of
permanent sorrow was etched on his face. He wished to shut out the
past. 1 do not know where he came from and what happened to him.

Jinnab, Pakistan and India .

To understand Jinnah’s Pakistan, we need also to examine Jinnah's A K3
attitude towards Pakistan’s relations with India, a crucial area that ’s" <
would determine the internal politics and foreign policy of the country. ‘b 4
Jinnah wished for cordial relations with the state of India. He never
changed his will, which left part of his estate to educational institu-
tions in Aligarh, Bombay and Delhi. Hoping to visit his beloved Bom-
bay, Jinnah also kept his property in India.

Jinnah's view of friendly relations between India and Pakistan after
partition was recorded in an interview with General Ismay, Chief of
Staff to the Viceroy:

LN

Mr. Jinnah said with the greatest carnestness that once partition had been .
decided upon, everyone would know exactly where they were, all troubles )
would cease, and they would live happily ever after. He quoted me the case of “

two brothers who hated cach other like poison as a result of the portions allot

1o to therm nder theie Fathers wil. Finally they could bear it no longer and |
took the case to court. Mr. Jinnah defended one of them and the case was

fought with the utmost venom. Two years later Mr. Jinnah met his client and

asked how he was getting on and how was his brother, and he said: *oh, once

the case was decided, we became the greatest friends’."”

5

-

Jinnah wished for a civilized discourse, maintaining standards of
neighbourly courtesy, in his dealings with India. On his final flight
from Delhi he conveyed this message to the new Indian government:
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1 bid farewell to the citizens of Delhi, amongst whom I have many friends of
all communities and I earnestly appeal to everyone to live in this great and
historic city with peace. The past must be buried and let us start afresh as two
independent sovereign States of Hindustan [India] and Pakistan. I wish Hin-
dustan prosperity and peace.'*

Seervai, the Indian writer, comments on the Indian response to Jin-
nah’s message:
Jinnah left India for Pakistan on 7 August 1947, with an appeal to both Hin-
dus and Muslims to ‘bury the past’ and wished India success and prosperity.
The next day, Vallabhbhai Patel said in Delhi, ‘The poison had been removed
from the body of India.”

Patel went on:

As for the Muslims they have their roots, their sacred places and their centres
here. I do not know what they can possibly do in Pakistan. It will not be long
before they retum to us.?®

‘Hardly the words,’” concludes Seervai, ‘to promote goodwill and
neighbourliness either then or in the days to come.’

As for the Hindu citizens of Pakistan, there was never any doubt in
Jinnah's mind that they would be protected as citizens and given full
rights. Speech after speech confirmed this. When Pakistan was created,
Jinnah had seven ministers in the Cabinet, one a Hindu.

In one of his first radio broadcasts as head of state Jinnah aban-
doned his normal reserve and opened his heart to the nation:
| am speaking to you under deep distress and with a heavy heart. We have
undoubtedly achieved Pakistan and that too without bloody war and practi-
cally, peacefully, by moral and intellectual force and with the power of pen
which is no less mighty than the sword and so our righteous cause has tri-
umphed. Are we now going to besmear and tarnish this greatest achicvement
for which there is no parallel in the whole history of the world by resorting to
frenzy, savagery and butchery??'

In early October 1947 Muslims in West Punjab began to react to the

horror stories coming from India. Jinnah reminded the authorities in
both countries:
The division of India was agreed upon with a solemn and sacred undertaking
that minorities would be protected by the two Dominion Governmenes and
that the minorities had nothing to fear so long as they remained loyal to the
State.?

He urged the government of India to ‘put a stop to the process of
victimization of Muslims.’” To calm the situation Jinnah flew to
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Lahore, which had borne the full brunt of the refugees arriving from

India with their heart-rending tales, and in a public meeting urged

restraint:

Despite the trearment which is being meted out to the Muslim minorities in

India, we must make it a matter of our prestige and honour to safeguard the

lives of the minority communities and to create a sense of security among
u

On the death of Gandhi on 30 January 1948, Jinnah issued a state-
ment that angered and disappointed many Indians because it spoke of
Gandhi only as a great Hindu leader. This was unfair to Jinnah, who
used the word ‘great’ three times in his bnel message. Once again, we
need to read Jinnah'’s full Ily in conjunction with the
one made later in which he states lhat the Muslims of India had lost
their main support. The official version is as follows:

1am shocked to learn of the most dastardly attack on the life of Mr. Gandhi,
resulting in his death. There can be no controversy in the face of death. What-
ever our political differences, he was one of the greatest men produced by the
Hindu communiry, and a leader who ded their universal de
and respect. 1 wish to express my deep sorrow, and sincerely sympathize with
the great Hindu community and his family in their bercavement at this
momentous, historical and critical juncture so soon after the birth of freedom
and freedom for Hindustan and Pakistan. The loss to the Dominion of India is
irreparable, and it will be very difficult to fill the vacuum created by the pass-
ing away of such a great man at this moment.**

Just before his own death, Jinnah proposed a joint defence pact with
India as the Cold War started to shape the world and the two power
blocs began to form. Jinnah was still thinking as a South Asian nation-
alist. Since he had won the rights and security of his community
through the creation of Pakistan, he thought the problem of national
defence was over. Alas, it was not to be.

With relations souring so quickly at the creation of Pakistan, the
relationship between the two countries—and therefore the two com-
munities in the subcontinent as a whole—was ser on a collision course
and has unfortunately remained so ever since. As this conflict is rooted
in history political parties who see an easy gaim to be made readily
exploit it.

Had Jinnah’s vision prevailed—and found am echo in India—we
would have seen a very different South Asia. Thiere would have been
two stable nations—India and Pakistan, both supplementing and sup-
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porting each other. Indeed Jinnah’s idea of a joint defence system
against the outside world would have ensured that there would have
been no crippling defence expenditures. There would have been no
reason to join one or other camp of the Cold War. There would have
been open borders, free trade and regular visiting between the two
countries.

The lack of tension would have ensured that the minorities were not
under pressure and, as both Jinnah and Congress leaders like Gandhi
and Nehru wanted, lived as secure and integrated citizens. The fabric
of society would have been different, and a more humane subcontinent
might have emerged: a land truer to the vision of its leaders and spirit
of its ages.

In 1971, when Pakistan was broken in two, its critics jubilantly
cried, ‘Jinnah’s Pakistan is dead.’ They were wrong. Jinnah’s Pakistan
will be alive as long as there are Muslims who feel for the dignity, the
identity and the destiny of other Muslims, and who care for the
oppressed and the minorities in their midst. In that sense Jinnah's Paki-
stan will remain alive forever. Muslims must learn to say with pride: ‘1
am Muslim.” They must live up to the nobility and compassion of
Islamic ideals; they must carry themselves with dignity in their identiry
as Muslims. Most important, they must stand up for their rights; this
is their destiny and they cannot ignore it. This is the lesson thar Jinnah
taught them; that is why Jinnah remains relevant today.
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Mobhsin Hamid

Ever since returning to live in Pakistan several months ago, I've been
struck by the pervasive negativity of views here about our country.
Whether in ion, on television, or in the what |
hear and read often tends to boil down to the same message: our coun-
try is going down the drain.

But I'm not convinced that it is.

1 don’t dispute for a second that these are hard times. Thousands of
us died last year in terrorist attacks. Hundreds of thousands were dis-
placed by military operations. Most of us don't have access to decent
schools. Inflation is squeezing our poor and middle class. Millions are,
if not starving, hungry. Even those who can afford electricity don't
have it half the day. Yet, despite this desperate suffering, Pakistan is
also something of a miracle. It’s worth pointing this out, because inces-
sant pessimism robs us of an important resource: hope.

First, we are a vast nation. We are the sixth most populous country
in the world. One in every forty human beings is Pakistani. There are
more people aged fourteen and younger in Pakistan than there are in
America. A nation is its people, and in our people we have a huge, and
significantly untapped, sea of potential.

Second, we are spectacularly diverse. I have trawelled to all six of the
world’s inhabited continents, and | have seen few countries whose
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diversity comes close to matching ours. Linguistically, we are home to
many major languages. Punjabi is spoken in Pakistan by more people
than the entire population of France; Pushto by more than the popula-
tion of Saudi Arabia; Sindhi by more than Australia; Seraiki by more
than the Netherlands; Urdu by more than Cuba, and Balochi by more
than Singapore.

Pakistani diversity is not limited to language. Religiously we are
overwhelmingly Muslim, but still we have more non-Muslims than
there are people in either Toronto or Miami. We have more Shi‘as than
any country besides Iran. Even our majority Sunnis include followers
of the Barelvi, Deobandi and numerous other schools, as well as, in all
likelihood, many millions who have no idea what school they belong
to and don't really care.

Culturally, too, we are incredibly diverse. We have transvestite talk-
show hosts, advocates for ‘eunuch rights’, burga-wearers, turbaned men
with beards, outstanding fast bowlers, mediocre opening batsmen, tribal
chieftains, bhang-drinking farmers, semi-nomadic shepherds, and at least
one champion female sprinter. We have the Communist Mazdoor Kissan
Party and we have Porsche dealerships. We are nobody’s stereotype.

Diversity is an enormous advantage. Not only is there brilliance and

ial in our di a wealth of experi and ideas, but also
our lack of forces us to date each other, to find
ways to coexist. This brings me to our third great asset. ‘Tolerance’
seems a strange word to apply to a country where women are still bur-
ied alive and have started d i Ives in busy
shopping districts. Yet these acts shock us because they are aberrations,
not the norm. Pakistan is characterised not by the outliers among its
citizens who are willing to kill those unlike themselves, but by the mil-
lions of us who reject every opportunity to do so. Our different lin-
guistic, religious and cultural groups mostly live side by side in relative
peace. It usually rakes state intervention (whether by our own state,
our allies or our enemies) to get us to kill one another, and even then,
those who do so are a tiny minority.

The ability to hold our noses and put up with fellow citizens we
don’t much like is surely a modern Pakistani characteristic. It could be
the result of phy and history, of millennia of invading, being
invaded, and dealing with the aftermath. Europe learned the value of
peace from World Wars One and Two. Maybe we learned our lesson
from the violence of partition or 1971. Call it pragmatism or cosmo-
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politanism or whatever you want, but I think most Pakistanis have it.
1 will call it coexistence-ism, and it is a blessing.

Over the past sixty or so years, with many disastrous missteps along
the way, our vastness, diversity and coexistence-ism have forced us to
develop (or to begin to develop, for it is a work in progress) our
fourth great asset: the many related components of our democracy.
Between India and Europe, there is no country with a combination of
diversity and democracy that comes close to ours. Other than Turkey,
the rest are dictatorships, monarchies, apartheid states or under for-
eign occupation.

We, on the other hand, are evolving a system that allows our popu-
lation to decide how they will be ruled. Many of our politicians may
be corrupt and venal, but they are part of a lively and contested mul-
tiparty democracy. Many in our media may be immature or serving
vested interests, but collectively they engage in a no-holds-barred
debate that exposes, criticises, entertains and informs—and through
television they have given our country, for the first time in its history,
a genuine public space. Our judges may have a rather unusual under-
standing of the correct relationship between legislature and judiciary,
but they are undoubtedl ding the rule of | d hence the
power of the average citizen—in a land where it has been almost
absent.

As | see it, the Pakistan project is a messy search for ways to improve
the lives of 170 million very different citizens. False nationalism will
not work: we are too diverse to believe it. That is why our dictator-
ships inevitably end. Theocracy will not work: we are too diverse to
agree on the interpretation of religious laws. That is why the Taliban
will not win.

Can democracy deliver? In some ways it already is. The NFC (National
Finance Ci ission) award and, hopefully, the Eigh h Amend-
ment, are powerful moves towards devolution of power to the prov-
inces. Too much centralisation has been stifling in a country as diverse
as Pakistan. That is about to change. The pressure of democracy seems
likely to go further, moving power below the provinces to regions and
districts. Cities like Karachi and Lahore have shown that good local
governance is possible in Pakistan. That lesson can now start to spread.

Similarly, democracy is pushing us to raise revenue. Our taxes
amount to a mere 10 per cent of GDP. After spending on defence and
interest on our debt, we are left with precious lirte for schools, hospi-
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tals, roads, electricity, water and social support. We, and especially our
rich, must pay more. American economic aid amounts to less than $9
per Pakistani per year. That isn’t much, and the secret is: we shouldn’
need it; new taxes, whether as VAT or in some other form, could give
us far more.

Our free assemblies, powerful media and independent judiciary col-
lectively contain within them both pressures to raise taxes and mecha-
nisms to see that taxes actually get paid. This is new for Pakistan. Ou
number one war shouldn't be a War on Terrorists or a cold war with
India or a war against fishing for the ball outside off-stump (although
all of those matter): it should be a war on free riders, on people taking
advantage of what Pakistan offers without paying their fair share in
taxes to our society. Luckily this war looks like it is ready to escalate.
and not a moment too soon.

I have no idea if things will work out for the best. The pessimiste
may be right. But it seems mistaken to write Pakistan off. We have
reasons for optimism too.

Questions of Identity

Recently, I've heard it said that the insurmountable problem with Paki
stan is that we don't have a national identity. America has a nationa
identity. Even India has a national identity. So why don’t we? My owr
view is that national identity is overrated.

1 say this not just as a man who chose to move back to Pakistar
after many years abroad, who wore a green wig to last year's T2(
World Cup final at Lords, and who experienced undeniable pleasure a
the fact that his first child was born on 14 August. I am a Pakistani, nc
doubt about it.

At least, | am a Pakistani to me. But if the test of being a Pakistan
is that | am by definition anti-Indian, then I fail. 1 don't like Pakistar
losing to the Indian team in cricket. I dislike the Indian government’
position on Kashmir. And I deeply dislike Indian leaders’ talk abou
launching air strikes against Pakistan. Am I fundamentally anti-Indian
though? No. If it were up to me, | would have both countries compro
mise on our disputes, end our dangerous military standoff, and insti
tute visa-free travel.

Similarly, if the test of being a Pakistani is that 1 would like ou
country to look more like what Zia-ul-Haq had in mind—in othe
words, a country where you could happily live your life according tc
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any interpretation of Islam so long as it was his interpretation of
Islam—then I fail again. I don’t want my government imposing its view
of religion on me. There is a reason why differences between Sunnis
and Shi‘as exist, and why differences between Barelvis and Deobandis
exist. The reason these differences exist is that Muslims disagree. So I
support the idea that Pakistan should be a place where Muslims are
free to practise their religion according to their own conscience, and
where religious minorities are free to do the same.

But let’s say I was different. Let’s say I hated India to the core. In
Canada there are aging Sikh supporters of Khalistan who probably
hate India to the core. Does hating India make me somehow Cana-
dian? Or let’s say that I liked Zia’s particular vision of Islam. Maybe
there are people in Saudi Arabia who like it too. So am I really a
Saudi? My point is that neither bcmg virulently anti-Indian nor havmg
a rigid, g ion of religion
makes someone leusnm

What does make someone Pakistani then? In its simplest terms: being
from here. If you're from Pakistan, then you're a Pakistani. I recognise
that this definition of national identity, which takes as its starting point
people and geography rather than abstract ideology, may seem pretty
useless. But I don’t think it is useless at all, for three reasons.

First, being able to define Pakistanis simply as people from Pakistan
should come as a relief. Before 1947, there was no Pakistan. For some
decades after, it looked like we might be overrun by a hostile India. Yet
we're still here. We're sixty-three years old. We've just about lived a
human lifetime. We don’t need to conjure ourselves into existence
through struggle and bloodshed and political will because we already
exist. We are not a dream, we are reality. We are not some weird idea
for a country, we are a country. We're normal. At last. And part of
being normal is we don’t have to justify to anyone else why there
should be a Pakistan. There is a Pakistan. Leg's move on.

Second, if we think about our national identity in this way we can
stop clinging to oppressive ideologies to hold our ethnically diverse
country together. We really should not be at much risk of splitting
apart. Take each of our provinces in turn. The Hazara minority issue
aside, the Pathans of Khyber Pakhtunkhwa are unlikely to want to join
up with their brethren in Afghanistan for the simple reason that life in
Afghanistan is much worse than it is in Pakistan. Smdh and Balo-
chistan, their names 4 ding, are multi-ethnic provil that
would themselves face ethnic divisions should they attempt to build
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independent states on the basis of ethnicity. The same is true of Punjab,
which is landlocked besides. Of course, oppressing ethnic groups could
drive them out of our federation, but provided we treat each other
fairly, our reasons to remain together are more powerful.

Third, if we can accept that we’re real people in a real place (instead
of an idea of an imagined utopia), and that we are one country because
we actually choose to be (instead of a sand castle in desperate need of
wave-resistant ideology), then we can focus on what really matters:
understanding who our country is for. In a democracy, the answer is
clear: our country is for us. It exists to allow as many of us as possible
to live better lives. At the moment, a few of us are living like kings. But
most of us are living on weekly wages worth not much more than a
kilo of pine nuts. When you're paid pine nuts, so to speak, you have
every right to demand that things improve.

The stories countries tell themselves about their national identities
are always partly fictional. Among millions of people, in any country,
there will be differences. National identities are ways of denying those
differences. After its civil war between North and South, America re-
forged its national identity in conflicts against Native Americans, Ger-
many, Japan, and the Soviet Union. Now its conflict is with a few
thousand rerrorists.

But the latter is hardly an adversary powerful enough to unite a
nation of 300 million people. Cracks in America’s national identity are

with more ising partisanship and political
groupings that appear in many ways to be descended from those of the
old North and South of a century and a half ago, even if now the terms
used are Red and Blue.

In India too, some sections of society seem determined to forge a
national identity as an upcoming superpower. It is perhaps no accident
that this has been accompanied by the rise of anti-Muslim political par-
ties and a backlash of Maoist tribal rebellions. The official Indian
national identity appears to be growing more distant from one that can
encompass all of its people. Pakistan has been making the same mis-
take, but we can stop. The problem with Pakistan is not our national
identity. The problem is that we have allowed ourselves to be distracted
and bogged down in the name of national identity for too long.

1am Pakistani. Surely that should be enough.
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‘akistan’s Secret

ind here’s the great secret about Pakistan: we are not as poor as we
ke to think.

Over the years I've travelled a fair bit around our country. I've rid-
en on the back of a motorbike in Gwadar, walked down streets in
{arachi, explored bazaars in Peshawar. I've hiked in Skardu, fished
ansuccessfully) in Naran, sat down to a meal in a village outside Mul-
n. I'm no expert, but | believe what my eyes tell me and there’s no
oubt about it: times are incredibly tough.

For most Pakistanis, meat is a luxury. Drinking water is contami-
ated with urine, faeces or industrial chemicals. School is a building
hat exists only on paper or otherwise employs a teacher who is barely
iterate. Electricity is so intermittent as to be almost a force of nature,
ike rain or a brecze.

The budget reveals that the Pakistani government plans to generate
{s. 1.5tr in taxes this year. With an estimated population of 170 mil-
ion people, this equals approximately Rs. 9.000 each per year; a little
wer Rs. 700 per month per person.

That is not enough. Yes, we get money from other sources. We bor-
ow, and scll off state assets, and ask for aid from anyone willing to
Jive it to us. But still, what we can raise ourselves in taxes accounts for
nost of what our government can spend. And when your goal is
nough power plants and teacher training and low-income support and
since we seem intent on buying them) F-16s for the world's sixth most
wopulous country, Rs. 700, the equivalent of a large Pizza Hut pizza in
axes for each of us every month doesn’t go very far.

Why is Pakistan not delivering what we hope for? Because of dicta-
orships, or India, or the Americans? Perhaps, but these days a large
sart of the reason is this: we citizens aren't payimg enough for Pakistan
o flourish.

On my travels around our country | haven't just seen malnourished
hildren and exhausted farmers and hardworking forty-year-old
vomen who look like they're eighty. I've also sce:n huge ancestral land-
1ldings and giant textile factories and Mobilink offices with lines of
ustomers stretching out the door. I've seen shopkeepers turn up to buy
donda Civics with cash. I've seen armies of private security guards,
leets of private electricity generators. I've seen more handwritten non-
»fficial receipts than I can possibly count.
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Many of our rich have tens of millions of dollars in assets. And ot
middle class numbers tens of millions of people. The resources of ot
country are enormous. We’ve just made a collective decision not to u:
them. We pay only about 10 per cent of our GDP in taxes. (Our GD
is our total economy, what all of us together earn in a year) Meanwhil
Sri Lankans pay 15 per cent of their GDP in taxes, Indians pay 17 p«

cent, Turks pay 24 per cent, Americans pay 28 per cent and Swedes pa

a fat 50 per cent. We Palusnms paya pittance in comparison.
[ ORI S T DRSOV W ie nam ~hanne Daisie savar dnace
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our shared self-interest, to contribute more to the collective pot that is
Pakistan. It seems they are starting to do so. And perhaps rampant
inflation and a dozen hours of load-shedding a day are making even
many formerly comfortable and citizens more ble to
change.

But what about corruption? Yes, there’s no doubt that much of offi-
cialdom is corrupt. But so are we, the citizens. Every time we accept a
fake receipt, or fail to declare any income, we are stealing from our
country in precisely the same way our polmcnans and bureaucrats are.
Our thefts as taxpayers might be ly small, but that is
because taxes are so low in our country to begin wnh At the moment,
we feed off each other. As we citizens start to display more probity in
tax, we're likely to demand more probity in how our money is spent,
and our strengthening courts and media are likely to help us get it.

The tax revolution is not going to happen overnight. It will take
time. But there is good reason to hope it is coming, and to slowly shift
the weight of our votes, our accounts and our attitudes to support the
right side.

A brighter future awaits us if we, as Pakistani citizens, are willing to
pay for it.
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Dr Maleeha Lodhi

Pakistan is at the crossroads of its political dcsnny Itcan elrher remzm

trapped in a quagmire of weak g

stagnation and crumbling publlc faith in sute lnstmmons, or it can

take advantage of social changes underway to chart a new course.
How can this moment of oppommlry be described? Is this a demo-

crauc An opp to lidate a process that has

d vul le to repeated disruption and deraill Or is this
a f ional opp ity when chall to traditional politics
hold out ibilities for change? Rep! ional and clectoral poli-

tics have remained stuck in an old mode and increasingly lagged
behind the social and economic changes that have been altering the
country's political landscape. The economic centre of gravity has been
shifting but politics has yet to catch up with its implications.

Already members of a growing and politically assertive urban mid-
dle class are using the opp ities created by globalisation and tech-
nological change to demand better governance and a greater voice in
the country’s politics. Although estimates of the size of Pakistan’s mid-
dle class vary depending on the criterion employed, if Purchasing
Power Parity is used as the yardstick it can be put at around thirty mil-
lion people.! This includes educated, professional groups as well as
middle-income employees in state and business enterprises.
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This raises the question: is a middle-class moment app g? Can
their rise in numbers and :ctmsm lead to a shift in the cemres and
instruments of power and i ? Can the i i

between a more empowered middle class and family- or clan-domi-
nated politics unleash dynamics that can ultimately yield an account-
able and functional system of governance? Or are recent changes too
limited to pose any real threat to the entrenched pouuon of a narrow
and oligarchic power elite—d from the L ing and mercan-
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source and direction of causation. Has the security preoccupation hob-
bled political devel and been the main
source of i blems? Have dysfuncti 1 politics been at the
root of Pakistan’s govemnoe deficit and economic misfortunes? What
is certain is that these issues have become so intermeshed that the sys-
temic crisis can now only be resolved by tackling them together and
not in isolation from one another.

The Burden of History

The sweep of Pakistan's tangled history reveals an unedifying record of
governance failures and missed opportunities. Political instability has
been endemic, as the country has shuttled between ineffectual civilian
‘government and military rule in an unbroken cycle punctuated by out-
breaks of public protests demanding change and better governance.

Half of its existence has been spent under military rule and half
under civilian or quasi Pakistan’s turbulent his-
tory has also been tragic. The nrly death of its founder so soon after
partition meant that the mantle of a towering figure was inherited by
a ion of bbling political lightweights. As several b
of this ruling elite came from the Muslim-majority areas of India they
increasingly sought the support of the civil-military bureaucracy to
prop them up against indigenous political groups. When politicians
bickered over issues of identity, provincial autonomy and the role of
religion in the state, constitution-making was hobbled. This created a
political vacuum that d the military's ping entry and
eventual control of the political system.

The dictates of the early chaotic years resulted in the postponement
of crucial reforms that could have set Pakistan on a different course.
Opportunities were missed to recast colomzl instruments of conrrol
into those serving the needs of develop anda i
tory democracy. As order, not representative government, was seen as
the overwhelming priority, the need for reforms was ignored. No sig-
nificant land reforms were instituted that could have broken the politi-
cal and economic stranglehold of the feudal or landed elite that
dominated the country's politics for decades to come, and frustrated
economic modernisation.

Elections were repeatedly postponed. Only in 1970 did Pakistan
hold its first free and fair election—twenty-three years after its birth.
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Postponed uformx alsn mean: that the symbiotic nexus forged betweer
the p ful civi ry b and feudal clanl dnmmd the
coumry s d lution. Pakistan's lvi

neither yielded stability nor realised the country’s aconomu: potential.

The most traumatic failure came in 1971 when the stubborn resist-
ance by the ruling political and military elite to accommodate Bengal
aspirations led to the breakup of Pakistan after a humiliating military
defeat inflicted by India which intervened militarily to mid-wife the
creation of Bangladesh. This military debacle gave way to democracy
But Pakistan’s first popularly elected and charismatic leader, Zulfiqa:
Ali Bhlmo s ill-focussed attempt at ‘socialist’ reform entailed sweeping

lisation as well as ion and i of power
This not only set back ic devel but also d ded intc
autocratic rule. While Bhutto made powerful enemies he managed tc
retain the loyalty of his populist base. But his failure to institutionalise
his party meant that his bank could not be mobilised to save
either his government or his life.

The Army seized power to usher in Pakistan’s longest spell of mili-
tary dictatorship under General Zia-ul-Haq who was to leave the mos!
toxic and enduring legacy. His use of Islam to legitimise his rule stokec
sectarian tensions and encouraged extremist tendencies in Pakistan
society.

Added to this volatile mix was Pakistan’s long engagement in the
last of the Cold War conflicts aimed at ejecting Soviet occupatior
forces from Afghanistan. This eamned Zia enthusiastic Western sup-
port. But it brought the country a witches’ brew of problems: induc:
tion of Islamic militancy, proliferation of weapons, spread of narcotics
exponential growth in madrasabs, growing violence and a large Afghar
refugee population (over three million at the peak, close to two millior
today). Pakistan's intimate involvement in the war of unintended con-

came at an dinary cost: the country’s own stability
This established a pattern of behaviour that was to resonate
out its history. While its rulers played geo-political games that sough'
to enhance Pakistan’s regional influence, the neglect of pressing domes
tic problems exacted a heavy price.

Eleven disastrous years under General Zia left the country reeling ir

political and institutional chaos. They also marked a missec
economlc opportunity. Just when Western concessional assistance wa:
ing, inflows of remi from overseas Pakistani worker:

Khan Shaheed Library



BEYOND THE CRISIS STATE

also peaked. Between 1975 and 1985 Pakistan received over $25 bil-
lion in remittances. Failure to direct this into investment in productive
sectors meant a unique set of fortuitous factors was squandered. Lack
of investment in the physical infrastructure—a policy blunder later
repeated in the Musharraf years—sowed the seeds of the crippling
shortages in power and essential public services that challenge Pakistan
today and blight its economic future.

Tt was during the lost decade of the 1980s that the prevailing budg-
etary resource crisis emerged as a chronic threat to Pakistan’s financial
stability. Fiscal indiscipline was not new but 1985 marked a sharp
break in Pakistan’s budgetary history, when revenue no longer matched
even the g ’s current expendil Successive g
borrowed heavily to finance not only development but also consump-
tion for the next decade. In the process the country accumulated

ble debt both by b ing abroad and at home. This bur-
den continues to cripple the economy today.

The air crash that killed General Zia and his top military colleagues
yielded democracy. But the decade of the 1990s produced disappoint-
ingly feeble civilian rule and fractious politics. Governments changed
in rapid succession with the country’s two principal parties led by
Benazir Bhutto and Nawaz Sharif alternating in power. Both took
turns to undermine the other in bouts of confrontational politics that
became fatal di ions from improving g

Civilian leaders gave little thought to the omnipresent danger that
their endless feuds would open space for the military’s return to the
political stage. When neither of the two parties lived up to the test of
effective governance it was only a matter of time before the Army was
sucked in. Pakistan’s fourth coup led by General Pervez Musharraf
ushered in another decade of military rule.

Much of the Musharraf period was dominated by Pakistan’s involve-
ment in the US-led *War on Terror’ waged in the aftermath of the 9/11
terrorist attacks on America.? This placed Pakistam at the frontlines of
international attention. It saw the war in Afghanistan spill over in to
the country’s borderlands to gravely jeopardise its stability. The reper-
cussions for Pakistan of a confused and flawed US strategy in Afghani-
stan were far hing: spread of radicalisatiom, intensification of
violence and the further undermining of a febrile economy.

The twin and connected crises of security and sollvency that Pakistan
is struggling with today are in part the fallout of the protracted con-
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flicts in Afghanistan. They were also a consequence of the lack ¢
policy foresight and divisive politics pursued by the Musharraf goverr
ment like its military predecessors.
In another i way the Musharraf years bled the Ayu
Khan era. Despite their flawed politics and lack of longer term ecc
nomic policies both ushered in a period of accelerated economi
yowth dut led to a significant rlu m per uplu incomes and a2 mot
ised society. This prod ion in Pakistan
middle class, gemnun‘ a new polmcal dynamic that ultimately cor
tained the seeds of the military government's own demise.

Unlike Ayub and Zia, President Musharraf allowed an unprece
dented opemng of the country’s media. Powerful new fora of publi

bined with the d: ics of a newly emp d midd|
class to pose a challenge to a mglme whose political vehicle (the rulin
Muslim League) failed to represent public aspirations or erode the sug
port base of its rival League faction led by Sharif and the Pakista
People’s Party (PPP).

The general elections in February 2008 confirmed the hold on vorer
of the two major political partics, the PPP of Benazir Bhutto an
Nawaz Sharif's Muslim League. But tragedy intervened to deprive th
nation of a national leader at a pivotal moment in its democratic trar
sition. Benazir Bhutto's assassination in an election rally in Decembe
2007 left the country in shock and disarray.

The leadership of the PPP ially passed to her spouse As
Ali Zardari, who became known as the country’s accidental leade
After Musharraf was forced from office in August 2008 Zlnhn becam
President of the Islamic Republic. But his ted pa
denuded him of credibility or popular appeal, and raised questior
about the political future of the PPP as both a government and party.

Governance Challenges

Chronic instability and an oligarchic-dominated political oeder impede

the evoluti nfmodﬂn, P based politics practice

by d and military alike relied on working ne

worhofmﬂneandpolmalhmlu.dnmmkmlhpyou;
th lves in power but this mode of govert

mfukdmmutlhemad;ofumnﬂdymplumy
Governance challenges intensified with a force and intensity that der
ved from a complex interplay between internal and external factors:
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a) The first had to do with managing the blowback from the country’s
P d Cold War and the impact of great power
rivalries and global geo-politics. Few countries have had to face the
headwinds blowing from their location as Pakistan. If the tyranny
of ggoyaphy imposed heavy burdens rhe myoplc policies pursued
by d the ion. This is not to

suggest that the multifaceted fallout of the two Afghan wars (in the
1980s and that following the US-led military intervention in 2001)
was of Pakistan’s making. But its destabilising consequences were
poorly anticipated and ineptly managed by ruling elites interested
more in short-term goals and self-preservation than in protecting
their society from the adverse repercussions of great power interests
and regional politics.

b) A second related factor that the g
has to do with Pakistan’s troubled relations with India and the
‘unfinished business’ of partition epitomised by the dispute over
Kashmir. Dealing with a hostile India pursuing hegemonic policies
drove a perpetual fear of conflict and became an abiding preoccupa-
tion for Pakistan’s policy-makers. This made the goal of security
and deterring India (through conventional military means as well as
by the isition of a nuclear capability) an overwhelming priority.
But there was an inevitable tradeoff: the development needs of the
country in education, health and other public services could not be
adequately addressed. This meant that while the state’s hard power
increased, human security deteriorated. Every missile test Pakistan
conducted offered a stunning contrast to the desperate state of its
social and physical infrastructure with the literacy deficit and energy
shortages representing perilous nps of this iceberg.

Ii dq hall

c) A third factor that ibuted to g bl emerged
from the economic legacy of the Bhuno years. Extenslve state inter-
vention in the through ping lisation in the
1970s produced a ph of too much g too lictle

governance for decades to come. Mismanagement of a vast network
of state enterprises became a huge drain on the national exchequer,
crowded out private investment and sucked scarce resources away
from the social sector including education, the bedrock of i

progress. Privatisation of some enterprises im the 1990s and the
Musharraf years helped to reduce but not end this burden. By 2010
public sector corporations still required huge government subsidies;
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losses in these enterprises were estimated at $4 billion a year wit
the hemorrhage in the power sector alone accounting for Rs. 25
billion ($3 billion) in 2010 ’The |mpac| of thls on an anemic ecor
omy cannot be und: cast a hug
shadow on the country’s ability to come to grips with rising demc
graphic pressures and the basic needs of its citizens.

The confluence of these forelgn and domestic factors was to pot

of unp d itude, but in a setting i

whlch commensurate responses were stymied by a number of fau
lines in the country’s polity to which I now turn.

Fault Lines in Pakistan’s Polity

Pakistan's political experience or predicament has been shaped by
number of mostly overlapping factors that seem to have become endu
ing faultlines.* The following five factors are central to understandir
the Pakistan story:

1) The power asymmetry between political and non-political or ut
clected institutions.

2) A feudal-dominated political order and culture that has fostere
clientelist politics.

3) Reliance by an oligarchic clite on ‘borrowed’ growth and bailou
to address the country’s chronic financial crises and its resistance |
taxing itself and its network of supporters.

4) The intersection between cfforts to ‘leverage’ geography in pursu
of national security goals and the role of outside powers.

5) The persistence of centrifugal forces and bitter ideological contre
versies over the role of Islam in the state and society.

Asymmetry in Power between Political and Non-Political Institution

The imbalance was rooted as much in the colonial heritage as impellc
by the fraught ci of a newly blished country. Th
meant that the ‘steel frame’ of civil-military state organs easily esta
lished their dominance over weak political institutions.” Pakistar
independence party, the Muslim League, unlike its Indian counterpal
the Congress Party, did not have the advantage of a leader’s stewar
ship to steer the new nation because Jinnah died so soon after par

Khan Shaheed Library



BEYOND THE CRISIS STATE

tion. Moreover as the leadership of the League came predominantly
from India, it could not compete with the indigenous political elites
without enlisting the support of the civil-military bureaucracy.*

The military’s preeminence also owed itself to managing the political
turmoil that followed partition and the early war with India over
Kashmir. But it was also able to establish itself as the arbiter in a situ-
ation marked by political wrangling and fierce conflict between the
indigenous and non-indigenous power elites.

The coup of 1958 marked a decisive institutional shift, with non-
elected institutions becoming ascendant over the political system. This
was panied by the ph of state intervention in the
political process, which was witnessed with even greater intensity
under Zia and then in the Musharraf era.

This left political forces weak and divided. Long periods of military
rule also thwarted the evolution of parties and other political institu-
tions, ing this y. The military’s domi was also
reinforced by the focus on security driven by unrelenting tensions with
India.

The primacy of unelected insti over ref ive organs left
Parliament weak and subservient to the executive. Parliamentary sub-
ordination to a powerful executive had its roots in the weak credentials
of the legislature in Pakistan’s early years. With no popularly or direct-
ed-elected legislature until the 1970 polls, the assemblies that func-
tioned between 1947 and 1970 were elected by a restricted franchise,
which denuded Parli: of real legiti and auth This also
cast the state’s evolving structure into a specific mould, retarding the
development of party structures and organisation,

There is, however, an important subtext to this story often obscured
by the binary focus on civil-military power asymmetries. That has to
do with the personalised nature of parties and the fact that the major
ones bled not modern isations but were built around tradi-
tional kinship groups and local influentials to effectively become family
fiefdoms. Even today the dynastic character of parties illustrates the
primacy of personalism over organisation. The PPP is led by Benazir
Bhutto’s widower and co-chaired by her young son, and the Muslim
League is run by the Sharif brothers with the progeny of Shahbaz
Sharif being prepared for future leadership. Even religious parties have
not been immune to this. The Jamiat Ulema-e-Islana led by Maulana
Fazl-ur-Rahman who inherited this position from his father Mufti
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Mahmud, nominated his brother to the coalition cabinet of Prim«
Minister Yousuf Raza Gilani. The former Amir of the Jamaat-e-Islami
Qazi Hussain Ahmad ensured that his daughter was awarded a sea
reserved for women in the 2002 parliament.

The personalised nature of parties has contributed to their organisa
tional weakness and deprived them of the dynamism that moden
organisations bring to politics including the expertise needed to run :
government. Dynasties have constrained wider participation, as the
are the antithesis of modern inclusionary politics. They have alsc
impeded parties from iring institutional from th
whims of the leader.

This has been reinforced by the telling absence of democracy withit
most parties. Leaders of major parties—the PPP, factions of the Mus
lim League and the regional Awami National Party—are not elected
but assume their positions by ‘acclamation’. Nor do regular election
determine which occupants hold office at different tiers. They are usu
ally “selected’ by the leader on the basis of their loyalty and ‘connec
tions’. Party leaders’ resi to internal d was ampl
demonstrated in April 2010 when their lawmakers deleted the consti
tutional obligation to hold party elections from the Eighth Constitu
tional Amendment that Parliament adopted to do away with th
changes Musharraf had made to rebalance powers between the Presi
dent and the Prime Minister and the centre and the provinces.

The military, whose social composition has increasingly becom
middle or lower middle class, has often counterposed itself to thes
traditional political entities as an institution that offers social mobilic
and operates on the basis of merit and professionalism. But there is 2
irony to this: when the military has forged political alliances to rule |
has turned to the very traditional political forces that it is so contemg
tuous of and depicts as ive and i di
defined its politics just like that of the political class.

Clientelist Politics

The personalised nature of politics is closely related to the dominar
position enjoyed throughout Pakistan’s history by a narrowly-base
political elite that was feudal and tribal in origin and has remained s
in outlook even as it gradually came to share power with well-to-d
urban groups. The latter is epitomised by the rise of Mian Naws
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Sharif who came from a mercantile background. While different in
social origin and background, members of this power elite shared a
similar ‘feudal-tribal’ style of conductmg polmcs personalised, based
on ‘primordial’ social hi d by p

activity and preoccupied with protecting and promoting their zco-
nomic interests and privileged status.

Clientelism has been the principal hallmark of Pakistani politics,
which is widely defined in the literature as one that relies on an
exchange of material favours for political support among actors with
asymmetric power.” Aspects of clientelism exist in even adi
dcmocracles But such politics are not defined or organised around

ive patron-client relationships, which thrive in a context of
lnerarchzcal social relations based on lineage. It operates in the Paki-
stani case in a manner that is antithetical to the notion of citizenship.

‘Feudal’ here refers not so much to a ‘mode of agricultural produc-
non but to social structures that have given rise to networks of rela-

hips of obli and p In this sense feudal attitudes
reinforced by a social syszem of tribal and biradari alignments have
long spilled into and influenced Pakistan’s urban politics. This political
culture hzs extended heyond rural landowners or tribal chiefs and their
c or hical sphere of operation.' It has exp d itself

in patron-client forms of political representation and behaviour.

This helps explain why urban-based parties such as the Nawaz
League adopt an approach that is tradition-bound rather than one
defined by their ostensibly ‘modern’ urban background. The urban rich
function much like their rural counterparts with their efforts at politi-
cal mobilisation resting more on working lineage and biradari connec-
tions and alliances than representing wider urban interests.

It is how they conduct politics thac blurs the rural-urban distinc-
tion. Oriented more to patronage than to policy, their politics is essen-
tially about recruiting and managing familial and clan nerworks.
Access to power enhances their capacity to do so. Political competition
is rarely about programmes or policy issues; it is about access to the

spoils of office.

Parties are ions of biradaries and influential families. Electoral
competition is prmcnpally about gaining control of state patronage to
cement p: hips and reward supp Such clien-
telist politics is geared to the ‘local’ or parochnal and is inimical to

ing wider mobilisation and g des or thinking
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about larger national issues. The criterion of allocation of ‘public
goods’ is particularistic not universalistic. This tends to keep politics
primordial and oriented to narrow issues. It also reduces any incentive
for political leaders to ask the citizenry to contribute their share to the
‘national good’ by way of taxes or the full cost of public services.

Much of the politics of the so-called 1950s parliamentary period,
the controlled politics of the 1960s and the 1990s decade of democracy
displayed these features. The PPP has been more representative of
landowning interests (with its strongholds in rural Sindh and southern
Punjab) than the Nawaz League. The struggle for power between these
parties has exhibited few of the attributes of modern political contests,
in which there is a battle of ideas with clearcut platforms and policy
alternatives. Instead they have sought to represent the economic inter-
ests of their clientelist bases of support even as the PPP has retained
some of its populist roots. In the classic style of clientelism, governance
is embedded in the notion of rewarding their ‘clients’ rather than the
electorate as citizens. Their preoccupation with ‘rulership’ rather than
public ‘service’ is in keeping with the patrimonial structures of tradi-
tional society.

It is true that Sharif’s party has inducted several urban politicians
and professionals who are more oriented to providing services to con-
stituents rather than catering to a select, clientelist base. Bur they are
neither nor politically influential enough to modify the over:
all character of the party.

Members of the political elite have frequently split off to join o1
serve as junior partners in military governments in return for the accre
tion of their power by entry into the spoils system. The Muslim Leagu
that served as the ‘King’s party’ under Musharraf is a case in point. I
consisted of former PPP or Nawaz supporters who broke to ally them
selves with the military regime and find berths in various cabinets dur
ing 1999-2008.

The narrow social base of this political elite is evidenced by :
number of factors. Influential families from a rural landowning anc
tribal background inue to domi Pakistan’s legisl Thi
reflects remarkable continuity with the past. A familiar array of name
representing landed families, tribal dynasties and extended clans hav:
found their way into every assembly since independence. The ticket
awarded by the three main parties vying for power in 2008 showed a1
overwhelming number went to influential rural and urban families
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One writer has estimated that a few hundred families have dominated
virtually all of Pakistan’s legislatures, including the present ones.!! The
political baton has been passed on to scions of these families in the
current Parliament: Gilanis, Qureshis, Tamans, Mehars, Bijranis,
Rinds, Raisanis, Jhakaranis, Makhdums of Hala, Shahs of Nawabpur,
the Khan of Kalabagh’s family and others.

‘This political class has resisted meaningful reform—whether reforms
in land holdings, taxation, social welfare or in governance. The power
elite has also acquired ‘rentier’ characteristics: using public office as a
means of | ging state (credit from d banks,
state land at nominal prices, and ‘development spending’) to transfer
wealth and secure sources of unearned income. This has been a com-
mon feature of both the civilian and military elites. It also helps to
explain why with few ions their i has been
so similar. This brings up the next faultline.

The Politics of ‘Borrowed Growth’

This has been the i bl of rule by an oligarchic elite
that has been unwilling to mobilise resources preferring ‘p:
of managing public finances. The enigma of successive civilian and mili-
tary governments living beyond their means can only be explained in
terms of a privilegentsia that is averse to measures that would either
erode its position or threaten its class or corporate interests.

This has contributed to miring Pakistan in perpetual financial crisis
with virtually every government in the past two decades leaving the
economy in much worse shape for its successor. Half-hearted efforts to
raise revenue are laid bare by the dismal statistics. Tax as a percentage
of GDP has remained static over decades even though the country’s
overall output has steadily increased. The tax-GDP ratio has hovered
around 11 per cent in the 1990s, but fell to 9 per cent during the
Musharraf era and continues to decline making it the lowest in the
region and in the developing world."

The number of income taxpayers rose from an abysmal quarter of a
million in 1995 to a million in 2000. By 2010 this had gone up to 2.5
million. But almost 70 per cent of this is ‘withholding’ and presump-
tive taxes, many of which are a tax on transactions not income. Less
than 1 per cent of the population pays direct rax, a lower proportion
than in most countries at a similar stage of development.
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These figures signify the absence of a tax culture. They point to a fis-
cally irresponsible governing elite that has consistently failed to make a
serious or sustained effort to generate the resources to pay for the cost
of running the government and providing essential public services. The
most spectacular example of the elite’s refusal to contribute its share to
revenue i$ the absence of a tax on agricultural income. Agriculture
accounts for 22 per cent of GDP but yields only 1 per cent of revenue.
This has been mirrored to some extent in urban Pakistan by the exemp-
tion from general sales tax enjoyed (until changes announced in Nov-
ember 2010) by the textile industry among other sectors that contribute
to exports and which also receive state subsidies in different guises.

A task force set up to reform the tax system in 2001 found that 50
per cent of taxes that are due never reach the treasury, an example of
the power of the rich to thwart the law." The IMF estimates that about
$3 billion raised in taxes never make it to the exchequer because of the
corrupt collusion between tax coll and influential taxp Even
a flawed tax regime has been subverted by the politically powerful.

The ramshackle tax system is narrow and skewed, imposing a
greater burden on those least able to bear it. Indirect taxes yield more
than double the revenue raised from direct ones. General sales tax
accounts for over 54 per cent of all indirect taxation. As currently
executed this is a regressive measure as the rich and poor have to pay
the same amount. The service sector, which has expanded dramatically
in the last two decades and contributes the largest share of GDP at 54
per cent, is undertaxed and has a significantly higher rate of evasion.

! is widespread. Out of an esti d one million retail
outlets only 160,000 are registered for the general sales tax—even as
efforts to expand this were hesitantl d in N ber 201¢

under intense donor pressure.

Several new economic sectors, such as information technology.
remain outside the tax net. Property tax collections are minimal. Thit
lets the urban propertied off the hook. A modest Rs. 2.5 billion is col:
lected in tax from real estate in the country’s most populous province
Punjab. A provincial judge overturned the increase in property ta
attempted in the 1990s. He was believed to be upset at the rise in hit
own property tax obligation that worked out at Rs. 30 a day for the
provision of all icipal services including the mai of ¢
road in front of his home."

Efforts at tax reform were fitful and poorly enforced throughout the
1990s and much of the Musharraf years. These did no

Khan Shaheed Library



BEYOND THE CRISIS STATE

4 q

make any ined effort to d the vast
1f GDP in 2009 was $170 billion, the real but undocumented economy
was estimated to be twice that size. This places a large swath of the eco-
nomy beyond the tax net—60 per cent according to some estimates.'s

TI\e inability to raise resources along with low levels of savings and

meant that since the 1980s ran up
huge deficits in national expendlture and on the external account.
These twin deficits—budget and balance of payments—were financed
by printing more currency notes and by the inflow of funds from
abroad including remittances from overseas workers."

The rellance on external resources to finance both developmnx and

was facilitated by the availability of due to the
country’s foreign ali Cold Wiar assi panied Paki-
stan’s close alliance with the US. In the 1980s Western aid flowed as a
strategic pay off for Pakistan’s pivotal role in resisting the Soviet occu-
pation of Afghanistan. Pakistan’s strategic value to the US was again
enhanced after 9/11. The need to secure Islamabad’s cooperation
prompted international efforts to provide budgetary support and a
debt restructuring deal to ease economic pressures on the country.

The availability of these external resources along with high levels of
remittances enabled Pakistan to achieve impressive rates of economic
growth—6-7 per cent annually during much of the Zia and Musharraf
years. But once ‘softer’ ﬁnancmg began to taper off, it was replaced by

pensive foreign and d b g. This ‘b d growth’
was unsustainable.

As rising defence needs were not matched by a growing revenue-
base, high military expenditure combined with rising internal and
external debt service obligations to mire Pakistan in a classic debt trap.
This economic management in the 1990s and much of the 2000s not
only had a destabilising impact on the y but also bated
poverty and drained resources from health and education. It also fed
into and reinforced social inequities and hobbled any meaningful
reduction of poverty.

Economic management that relied on someone else’s money permit-
ted the country’s rulers to avoid much needed structural reforms that
could have placed the economy on a viable, self-reliant path. Instead,
quick fixes, which momentarily created the illusion of good economic

led to an bitant rise in debt as more was borrowed
to service old debt. Bank borrowing served as a sharply regressive
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measure because it translated into a forced transfer of savings to the
government from the people least able to bear the burden of inflation,
the most pernicious tax on the poor.

“Borrowed growth’ may not have had such deleterious consequences
if the fiscal space it provided was used to launch reforms to address
derlying I prob broadening the tax net, d :
the economy, diversifying the export base, and encouraging savings to
finance a level of investment that could sustain a growth rate higher

than the rise in population.

The early years of the Musharraf administration moved towards this
direction but fell short of the needed effort. Its own task force on tax
reform put it starkly:

Pakistan's fiscal crisis is deep...taxes are insufficient for debt service and
defence. If the tax to GDP ratio does not increase significantly Pakistan cannot
be governed effectively, essential public services cannot be delivered and high
inflation is inevitable. Reform of the tax administration is the single most
important economic task for the government."”

This urgent counsel was trumped by political expediency. Once
Musharraf’s military regime was obliged to find political allies for the
2002 elections, its commitment to reform waned precipitously.

Crisis management also meant that little investment or planning
took place in power generation and water resources. As a result short-
ages reached crisis proportions. The social and physical infrastructure
was similarly neglected. The failure to make investments in human
development saddled Pakistan with a rising pool of uneducated youth
and prevented the country from deriving a demographic dividend from
the youthful structure of its growing population. Instead a fast grow-
ing population, with 60 per cent under thirty years old, held out the
danger of future social unrest given the widening gap between state
resources and the rising needs of a multiplying population.

The reliance on foreign donors to compensate for the failure tc
mobilise resources at home connects to another enduring theme in the
country's history that also shaped the internal power configuration.

Enduring Quest for Security

Pakistan’s internal political evolution and foreign alignments have beei
greatly influenced by its enduring quest for security. The shadow of a1
overbearing and hostile eastern neighbour and contested border
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bequeathed by colonialism were the two key factors that accentuated
the country’s insecurity. The unresolved dispute over Kashmir—the
cause of two of the three wars with India and many crises (1990, 1998,
2001 and 2009)—was among the principal sources of tensions between
Pakistan and India for over half a century. On the western frontier, the
border with Afghanistan demarcated as the Durznd Line by the British
became the basis of irredentist claims by 8 in
Kabul.

Geography and the history of troubled relations with India shaped
the strategic culmre, while greal power murests and dysfum:nonal
geo-political ively pursued by I
to the country’s chall

The problem of insecure borders was compounded by another set of
issues spawned by its lack of geographical depth. Pakistan’s longstand-
ing security nightmare was having to confront two ‘hot’ fronts simul-

ly. The imperative to avert this infl d the strategic thinking
of the state’s managers. Pakistan's fears were reinforced by Delhi’s
conduct in the country’s formative years. Whether it was the transfer
of Pakistan’s share of assets inherited from British India, the coercive
absorption of several princely states into the Indian union, including
Kashmir or the sharing of river waters, Pakistan saw India seekmg to
impose its will in di: d of 8 that g p
These early i ibuted to a ‘siege li

The security preoccupation skewed the civil-military bnlance and
had ramifications for the internal conﬁgurzuon of power. They
included f ing a highly lised state
between weak polmczl institutions in a society wracked by provincial
and ethnic tensions.

Other consequences lollowed The strategy that was crafted to deal
with India was to seek | ali to bal its
power, apart from occasional advenmnst forays such as provoking the
Kargil conflict. It was this external balancing paradigm that drove Paki-
stan to forge Cold War alliances with the US-led Western coalition,
which was then looking for allies in the struggle against communism.

Three times Pakistan assumed a ‘frontline’ role to help the West
pursue its objectives on the basis of the strategic premise that this
would help to mitigate its chronic sense of insecurity. But superpower
intrusion into the region injected its own dynamics plunging Pakistan
into the vortex of regional conflict and rivalries. The unanticipated
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consequences of Pakistan’s Cold War engagements and especially its
role in the anti-Soviet Afghan war were sweeping and devastating.
These blowback effects became enduring aspects of the domestic land-
scape to exacerbate governance challenges.

The most toxic fallout was the growth of religious extremism and
the advent of militancy in the country. Some 20,000 to 30,000 foreign
nationals from the Muslim world were imported to the region by the
US-led international coalition that helped arm and train them for the
jihad against the Russians. Once the Soviets were expelled, some left,
but most didn’t. Many were to morph into al Qaeda and other militant
groups that came to threaten Pakistan as well as global security.

There was another consequence. The economic and military assist-
ance received through various phases of these alignments created an
official mindset of dependence. As discussed earlier this set up perverse
incentives for internal reform.

It also found reflection in an approach that looked outside to deal
with mounting problems and address the sources of internal weakness.
The most telling example of this was the agenda drawn up for the
three rounds of strategic dialogue between Pakistan and the US thal
took place in March, July and October 2010. Thirteen sectors were
identified for engagement, which included energy, water management.
agriculture, health and educati where Islamabad either
sought American financial or policy help. This showed the extent tc
which the ruling elite had come to see outsiders as catalytic agents tc
solve their problems.

National Unity Tested by Regional and Religious Pressures

The issues of religion and regionalism have persistently tested both the
nature and purpose of the state. The salience of these issues have fluc
tuated in a terrain of shifting politics and state priorities as well as ir
public traction.

Religion and regionalism would perhaps not have been such endur
ing sources of discord had efforts to establish a functional state beer
successful—one that met the economic and social needs of its people
Poor governance created the breeding ground for religious schisms anc
for provincial/ethnic sentiment to acquire political potency.

Often public discontent was cast in ethnic terms and held out a:
evidence of the lack of distributive justice between provinces. The
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ic rise of the Muttahida Qaumi My (MQM) as a party

Sindh’s Urdu-speaking migrants from India is rooted in

the perceived discrimination felt by mubajirs (refugees) in the distribu-

tion of state resources and jobs. Similarly religion has been used as the

language of protest, as for example in the 1977 opposition-led mass
demonstrations against Bhutto’s autocratic rule.

The confluence between Pakistan’s ethnic diversity and the provin-
cial confi i ith Punjab more pop lous than the other three

put together—und d the need to make federalism a
mllry not just a constitutional percept. The failure to work a federal
arrangement was writ large in the rise of the Bengali nationalist move-
ment that culminated in the break up of sznsran

The 1973 Constitution, a assured provincial

and enjoined reci | obligations between the federal
units. But this was observed mor: in its breach than in its adherence.
This resulted in an insurgency in Balochistan in the 1970s and 2000s.
It also fanned the flames of Pashtun nationalism until more recently
when the people of what was once called the North West Frontier
Province became more ically and politically i d with the
rest of the country and better represented in the civil-military bureauc-
racy. In April 2010 the province was renamed Khyber Pakhtunkhwa
(KP) in deference to popular wishes.

Ungquestioningly long periods of unrepresentative rule magnified
resentment among the smaller provinces by centralising power, and also
because the Army was predominantly drawn from the Punjab. If Sindhi
nationalism was fanned in the Zia era by the execution of the country’s
first elected Prime Minister from Sindh, Musharraf’s rule accentuated
Baloch disaffection. The killing of Baloch leader Akbar Bugti during a
military operation in 2006 further inflamed the situation.

Provincial tensions have not just been an expression of the diversity
of language and culture and the limitations of nation-building efforts.
They have also reflected disputes over the distribution of financial and
natural resources, water and gas, in an environment of scarcity. Widen-
ing social disparities have produced a resurgence in ethnic and provm-
cial identities. For eighteen years squabbles over
any accord in the National Finance Commission, the federal body
changed with d ining financial allocations between the provi
‘When agreement was reached in March 2010 it was iustiﬁably hailed
as a ‘victory' for the revived democratic process im the country.
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C iti for scarce also i to be an impetus for
i i be: indi Sindhis and Mubhaiji
in Smdh and between Pashtuns and Baloch in Balochistan. The
demand voiced during 2010 for a new Hazara province in KP and for
a separate Seraiki province in Punjab illustrates that issues of distribu-
tive justice have fused with the continuing difficulties of building a
larger national identity. The clientelist nature of politics delays this by
its focus on the particular rather than the whole. This serves as another
example of Pakistan’s interlocked faultlines.

The influence of religion in national politics has also ebbed and
flowed. Questions about the role of Islam in the state and society were
rooted in the very origin of Pakistan, intended by its secular founders
as a Muslim-majority state. But this vision was contested by the reli-
gious parties—notably the Jamaat-e-Islami and a section of the clergy.
They pressed for an Islamic state but without specifying what this
meant. Some of their di ds that were dated by various
governments found expression in the Hudood Ordinance, blasphemy
laws, and the establishment of the Islamic Ideology Council charged
with ascertaining if laws adopted were contrary to Islam.

Nevertheless the poor showing of religious parties in successive elec-
tions helped the overall secular operation of the state through much of
its history. Their combined vote never exceeded 11 per cent. This is
what the Muttahida Majlis-i-Amal (MMA), an alliance of five religious
parties, polled in 2002, a controversial election because of Musharraf’s
backing for this grouping. Even then the MMA could win only 20 per
cent of seats in Parliament’s Lower House. It won control of the NWFP

and Balochistan g but its uninspiring perf in office

ensured its rout in the 2008 polls.
Religious parties wielded disp i political infl only
when they were allied to the state or enjoyed the patronage of military
But as various used religion or its symbols

to mobilise the country behind certain goals, the role of Islam was
elevated in national life, which unleashed unplanned dynamics that
became a source of division rather than unity. But as Ayesha Jalal
pomls out in this volume, for the first three decades or more of its
Pakistan functioned as a mod liberal state with Islam

“kept in check’ in state affairs.
This was to change under General Zia as he embarked upon a self-
assigned mission to Islamise the country including its legal and educa-
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tional system. Zia fused politics and religion in using Islam to
legitimate his rule. These policies set off a host of deleterious effects
that polarised society along religious and sectarian lines. Combined
with the effects of the Afghan war, this spawned extremism and saw
the birth of militant groups.

The use of some of these groups to advance foreign policy goals was
to haunt Pakistan for years to come. Zia's patronisation of countervail-
ing political, ethnic and sectarian groups to undercut support for

pposition parties further f d society.

Political Islam was to see its influence decline due to electoral poli-
tics in the 1990s and also in the post-Musharraf democratic era. But it
gave way to a more dangerous phenomenon—militant Islam. Militancy
was born in the complex and heady environment of jihad against the
Russians. Later, the forces of militancy were emboldened by the rise of
the Taliban in Afghanistan. But it was after the 2001 US-led artack on
Afghanistan that they became more potent.

The consequences of this intervention was to push the war into
Pakistan's border regions, fuel and then unify militant forces behind
the common goal to help the Afghan Taliban resist foreign occupation.
The rise of the Pakistani Taliban—and the Tehrik-i-Taliban Pakistan
alliance announced in December 2007—was closely associated with
the Taliban insurgency against US-NATO forces in Afghanistan.
Linked to the Afghan Taliban by bonds of tribal affiliation, Pashtun
identity, a broadly shared ideology and a common nexus with al
Qaceda, the Pakistani Taliban also began to pursue local goals to
impose Shari‘a in areas under their influence. This brought them into
direct confrontation with Pakistan's security institutions on which they
declared war for being ‘agents’ of the Americans.

In 2008 and 2009 the TTP created mayhem in the country, launch-
ing suicide attacks in the cities, taking over Swat and establishing an
infrastructure of terrorism across the tribal areas especially in South
Waziristan. To counter this and halt the Taliban's advance the military
finally acted in 2009. Fierce offensives in Swat and South Waziristan
drove out the Taliban, di led their ies and blished
the government's writ. While it was apparent that defeating the forces
of militancy would be a long haul, the people, many of the ulema and
most religious parties rejected the militant notion that the Shari‘a could
be imposed at gunpoint. This helped to explode the myth that mili-
tancy could not be rolled back.
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While militant Islam did not pose an existential threat to the country
its ability to exploit local gri and play off g failures
underlined the tough task that lay ahead to neutralise its influence.

Transformational Trends

The di ion above d how the interplay between domes-
tic and external factms produced govemamx failures. And how squan-
dered opp and and political probl

left the country facing unprecedented challenges at the start of the sec-
ond decade of the twenty-first century.

But as the country struggled with the linked issues of security and
solvency a key question was raised: could changes that had also been
set in motion help the country escape its past and enable it to move
towards better governance and a more inclusive political system?

Several developments of the past decade open up possibilities to
make progress in this direction. This does not mean that entrenched
structures of politics have been transformed or that faultlines have
faded away. But prospects for a departure from politics-as-usual are
better now than ever in the past. This is due to a number of factors to
which I now turn.

In crysulhsmg some of these cllanges 2007—2009 proved to be the

ing off ics that can eventu-
ally open the way for a reconfiguration in power relations, and eventu-
ally the redistribution of power in a more widely enfranchised and
empowered polity.'*

‘What set the stage for the chain of dramatic political events during
2007-2009 were the economic and social changes of the preceding
sev:n years. These mvolved accelerated econmmc growth, a wav: of

ion, an | ion in the i dent b
media and a tela:om boom. All of these strengthened modernising
trends in society just when, paradoxically militancy and terrorist vio-
lence were posing greater threats.

These socio-ec i b d the ti th
lopsided planning that was to produce crippling shortages and prob-
lems that plague the country today and may even have been attained
at the cost of longer-term social stability. But they provided the basis
for the tumultuous events that were to culminate in General Mushar-
raf’s forced resignation and the end of military rule.
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During 2000-2007, Pakistan's economy grew at an average of 6-7
per cent a year, which made it one of the fastest growing Asian econo-
mies. The size of the economy doubled while per capita incomes
increased from $527 in 2000 to $925 in 2007 (over $1,250 in 2009).
In Purchasing Power Parity terms Pakistan’s per capita GDP reached
$3,000 per head of the population. Exports doubled in dollar terms.
Foreign direct investment went up to a record $7 billion in 2006, and
remittances hit an all time high at $7 billion in 2007.

The economic surge was also visible in urbanisation that rose to 35
per cent by 2007. The urban population’s contribution to GDP reached
three quarters of the total and accounted for almost all of government
revenue. A natural consequence of this was the increase in the numbers
of the middle class. By 2008 economists were calculating that the size
of the middle class had risen to around thirty million earning an esti-
mated $10,000—$15,000 (in PPP terms)—bigger than the population
of 185 countries. Ishtat Husain, the former governor of the State Bank
endorsed this number, as did the former World Bank Vice President
Shahid Javed Burki.

1f the yardstick of consumption is used to determine the growth of
the middle class, this further substantiates the phenomenon. Consum-
er-led growth between 2002 and 2007 saw a surge in car and television
sales, which grew at 20 per cent and 29 per cent respectively. By 2005
well over half of all households owned a TV. Economic liberalisation
yielded dramatic dividends. The telec ions sector saw record
foreign investment and growth. Mobile phone subscribers rose from
one million in 1999 to seventy million by 2007 (in 2010 the number
reached 120 million). By 2006-07 close to 90 per cent of the popula-
tion had access to telecom services giving the country the highest tel-
edensity in the region. Internet subscribers went up fourfold in this
period. By 2006-07, 11 per cent of the population were internet users,
higher than that in India."”

Similarly, opening up the broadcast media to the private sector saw
rapid expansion in the number of independent selevision networks.
2008-2009 recorded a 118 per cent annual growth in privately-owned
cable TV networks. In 1999 there was only one state-owned TV net-
work. By 2007 the number had gone up to over fifty (around 100 in
2010) including two dozen news channels.?? Together these develop-
ments pointed not just to a more numerous middle class but to a more
‘connected’ and empowered urban society benefiting from globalisa-
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tion. A ‘stronger’ society was emerging just when state capacity io
many areas was eroding and the pressure intensifying from a surging
population, growing at over 2 per cent a year.

While the social and economic ground was shifting, the political
system was as General Musharraf sought to lid.
rather than loosen his grip on power. With his presidential term due tc
expire in November 2007 he sought to secure a second term ahead of
the puliamenury elections scheduled for 2008. This was to pit him ir
ap d and fatal confs ion with Pakistan’s hitherto quiescen:
higher judiciary and set the stage for a number of landmark develop-
ments that changed the power equation and opened up space for the
emergence of newer forms of politics.

The rocky road to Musharraf’s bid for another presidential term
saw dramatic but vain interventions by the US and UK to help him
retain power. Their officials played an active role in negotiations tc
forge a deal between the General and Benazir Bhiutto to enable her tc
return to the country.?' Thereafter a series of events shook the countr
starting with her tragic ination and followed by elections thal
returned her party to power and revived the political fortunes o!
Nawaz Sharif. These events were to culminate in Musharraf’s oustet
but not before other developments altered the political landscape anc
balance of power.

External intrusion in Pakistan’s domestic affairs—a familiar them¢
in the country’s life—loomed large in the high drama of the politically
charged year of 2007. Washington and London saw political continu
ity in Pakistan to be pivotal for suwessfully pmﬁecuung their ‘War or
Terror’ and pacifying Afghani: d leadershij
was dcemed necessary for these goals. But by hunnlf he could meithe:
assure stability nor mobilise public support for the fight against serror
Enter Benazir Bhutto, whose party’s popularity and lobbying efforts it
Washington had convinced many that she deserved another chance
steer her country towards a moderate course.

The genesis of an eventual Musharraf~Bhutto deal lay in a secre
public opinion survey conducted in 2005 by the British High Commis
sion.2? This found that Musharraf’s ‘king’s party’ would lose in th
coming elections and the PPP would win a plurality of seats ever
though the President received the highest approval ratings.

Armed with this survey, Britain’s then High Commissioner Marl
Lyall Grant and his American counterpart Ryan Crocker held a serie
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of meetings with Musharraf and his political confidante, Tariq Aziz to
convince them of a deal with Benazir. She would be persuaded to sup-
port another Presidential term for him. In return he would drop long-
standing corruption cases and allow her to contest elections. Long
discussions at Army House between Musharraf, the American and Brit-
ish envoys, Aziz and the President’s chief of staff General Hamid Javed
shaped the contours of this deal. They also paved the way for two secret
though testy meetings between Musharraf and Bhutto in Dubai.?*

Although Musharraf had insisted Benazir return after the elections,
her calculations changed as she saw his position weaken. When Sharif
announced plans to return to the country Benazir decided to do the
same. This all but shattered her ‘deal’ with Musharraf.

Three decisions Musharraf took letely changed the political
dynamic and spelt the beginning of the end for him. The first was the
bloody assault on Islamabad’s Lal Masjid that had been taken over by
a motley crew of religious fanatics and militants suspected by the autho-
rities of close ties with al Qaeda. Musharraf’s vacillation had allowed
the situation to deteriorate to such a point that when Special Forces
were ordered—under much international pressure—to storm the
mosque, the botched operation left over a hundred people dead. This
became the lighming rod for a deadly wave of militant violence that
swept the country in 2007. It also unified different militant factions
into violent opposition to Musharraf’s rule.

his i ing dependence on Washi in an envi-
ronment of growing anti-Americanism further contributed to his
unpopularity.

The second decision Musharraf took was in March 2007 to force
the resignation of Chief Justice Iftikhar Mohammed Choudhry. A
series of public-interest judicial interventions sent Choudhry’s popular-
ity soaring and he emerged from this process as a potential obstacle to
Musharraf’s re-election.

Musharraf tried and failed to force Chaudhry’s resignation. He then
suspended him and confined him to house detention. This caused a
national outrage, with lawyers leading street protests across the coun-
try, joined by opposition parties, civil society organisations and other
professional groups including women in large numbers. This protest
received 24/7 coverage by an energetic broadcast media, which sup-
ported the burgeoning anti-Mush . It coalesced with
other groups into an urban coalition united by the desire to see the
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General relinquish power. The pro-d spirit that anil d this

llation of groups was reinforced by popular aspirations for the
rule of law epitomised by an independent judiciary. Four months of
protests led the Supreme Court to rule that the sacked Chief Justice
should be reinstated.

The implications of the judicial triumph by the democratic move:
ment were however ignored by the Musharraf. Flying in the face of
public sentiment he went ahead to have himself re-clected on 6 Octo:
ber 2007. While he won the vote from a parliament controlled by the
‘king’s party’ the end\ from an ing legisl: rather thar
a freshly mandated one deprived his election of legitimacy. It also expo
sed him to challenge by the country’s apex court.

In this changed political scenario Bhutto returned to the country or
19 October to a rapturous welcome from her supporters. Sensing how
vulnerable Musharraf had become she made increasingly striden!
political demands in support of Iftikhar Chaudhry and called or
Musharraf to give up his army post. The rising pressure—including
*quiet counsel’ from Washing lly forced Musharraf tc
relinquish the position of Chief of Army Staff (COAS) and hand ove:
charge to General Ashfaq Parvez Kayani on 28 November 2007.

An increasingly beleaguered and isolated Musharraf then made the
biggest political blunder: fearful that the Supreme Court would strike
down his re-election, he declared a state of emergency on 3 November
citing a deteriorating law and order situation, and placed thousands o
lawyers, opposition leaders including Bhutto in house detention or jail
This action split the establishment (even his own Chief of Staff opposec
the emergency) and led to the draining of support from the Army for
an increasingly unpopular leader.

This, and the fallout of Bhurto's assassination, sealed Musharraf*
fate. He lifted the state of emergency but his political standing hac
been irrevocably damaged. The general election in February 200t
struck the decisive blow. The official party was routed. The PPl
emerged as a single largest party. Sharif's Muslim League came seconc
and triumphed in the Punijab to seize political control of the province
It was now just a mater of time for Musharraf to be forced out. The
threat of impeach by the two victorious parties and their allic
and the Army’s withdrawal of support left him no option but to qui
on 18 August 2008.

Pakistan’s fourth period of military rule came to an unceremoniou
end. Another phase of democratic governance began but under the
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unlikely stewardship of a man with no experience in government.
Bereft of a popular national leader and led instead by a man dogged by
his past, the PPP’s ascent to power was accompanied by doubts about
its capacity to govern at a pivotal moment for the country.

Musharraf was gone but the changes he had helped to initiate out-
lasted him and transformed many aspects of the country’s political
terrain. The most significant of those was the emergence of a more

liticall fident middle cl. f d by the economic growth
nnd consumer boom of his era and empowered by the information
revolution that his initially liberal media policies made possible. Indeed
Musharraf ultimately became a casualty of his own policies of eco-
nomic, cultural and media liberalisation—which expanded the space
for political activity and provided new avenues for political engage-
ment for better educated and more self-confident urban citizens.

Within months of the February 2008 polls the same political coali-
tion that forced Musharraf from power rea:nvated itself. Thns owed
itself to the Zardari-led administration’s o g Chaud-
hry and sixty other judges who had been removed earlier to lhelr posi-
tions. The resistance was born of the fear that corruption cases might
be re-opened against top PPP leaders including Zardari. President
Zardari held an office that ostensibly provided him immunity from
judicial proceedings but he appeared unsure whether Chaudhry and
his team of judges would accept this legal position.

Once again a nationwide campaign led by lawyers and members of
civil society got underway with thousands pouring into the streets in a
virtual replay of what had happened against Musharraf. The move-
ment was joined by Nawaz Sharif and other opposition leaders and
reinforced by a groundswell of public support. Widely characterised at
the time as the ‘black coat revolt’ (named after the lawyers’ attire) and
a ‘middle-class uprising’ this campaign had a single-point agenda to
restore the judges. But it came to reflect wider liberal- democranc aspi-

rations. This was headed by middle-cl Is, with
politicians following them rather than leading this emaordmlry urban
upsurge.

In March 2008 the movement reached a climax. When Sharif threat-
ened a ‘Long March’ on Islamabad the spectre of confrontation and
chaos loomed. In this fraught situation, the Army Chief, General Kayani,
and American officials separately intervened to persuade both Zardari
and Sharif to step back from the brink. The crisis was defused when
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Zardari agreed to reinstate Choudhry and the other judges. In what
came to be seen as a spectacular victory for a two-year movement for

I rule, this also foreshadowed other political trends. A
re-empowered judiciary aided by a more influential media had changed
the country’s power balance.

Not only did the campaign energise Pakistan’s urban society, but it
also reflected widespread support for a secular principle in the midst of
the country’s struggle with militancy. Those who had long argued that
the quintessence of Pakistan was its silent but moderate majority could
point to this movement and its goals as the latest testimony. This coali-
tion also signified another new ph professional iath
and civil society organisations being able to offer different paths to
political engagement and activism outside the framework of traditional
political parties and electoral politics.

Continuity—and Change in the Post-Musharraf Democratic Era

What does this portend for the future? Can the dynamics set off by
the extraordinary developments of 2007-08 begin to break the rigid
traditional mould of politics that has often hindered rather than
helped governance? Can the more active role played by the urban
middle class in an environment transformed by the effects of globali-
sation lead to a significant change in the country’s politics and profes-
sionalise governance?

If the post-2008 scenario is seen through the lens of electoral politics
it would appear that continuity continues to trump change. The 2008
polls returned the PPP to power heading a coalition at the centre and
the PML-N in the Punjab. Familiar regional and ethnic parties secured
provincial dominance: ANP in KP and the MQM in Sindh.

Members or scions of i political d ies won seats to the
national and provincial assemblies. This lineup testified to the continu-
ing electoral ascendancy of the traditional political elite of landowners,
urban businessmen, biradari chiefs and other local influentials. Par-
ties—with the notable exception of the MQM, which describes itsel/
as Pakistan's only middle class political organisation—still preferred tc
award tickets to members of this elite rather than from the rising mid-
dle class.

The most striking aspect of continuity was the fact that the top twc
elected positions in government—Prime Minister and Foreign Minis-
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ter—were filled by scions of the Gilanis and Qureshis, two of southern
Punjab’s leading landowning families who are also the Sajiada Nashins
(keepers of the Sufi shrines) of their region, a spiritual role that they
use to buttress their feudal power. In one sense Yusuf Raza Gilani and
Shah Mahmud Qureshi’s ascent to these offices was a reminder of how
little election politics had changed since 1947.

By-elections in 2009 and 2010 also showed similar trends: reaffirm-
ing the dominance of the country’s two major parties and the economic
and social constituencies they represented. But this has to be tempered
by the fact that a significant chunk of the electorate did not vote for
these parties. It did not in fact vote ar all.

Nonvoters accounted for as much as 56 per cent of the electorate in
2008. And although fewer ballots are usually cast in by-elections the
turnout of 20 per cent (in a Lahore seat in March 2010) and marginally
more elsewhere denotes a phenomenon that merits more attention than
it has received. This low and declining voter turnout is explained as
much by voter disinterest in the political process as their rejection of a
narrow choice that reflects neither their interests nor their aspirations.

This gives rise to a central paradox of Pakistani politics today: while
traditional politics continue to hold sway in the electoral arena, the
political ground is shifting in ways parties have not yet come to grips
with. The gap between electoral politics and the rise of new and vocal
groups will need to be addressed to align politics with a changing soci-
ety. If the trend of a falling voter turnout continues this will call into
question parties’ representative credentials.

A key reason why the rural elite has continued to dominate elector-
ally in spite of greater urb. is because consti ies are delim-
ited on the basis of old data and boundary demarcations reflect the
distribution of kinship or biradari groups especially in the Punjab. As
the latter suits the major parties it has rarely been Questioned. The 2008
election was conducted on the basis of the 1998 census.?* There has
been no census since. A fresh census and elections predicated on new
numbers would shift the balance towards the urban areas challenging
the power of polmcally influential rural families. Until there is a com-

of parli y seats (rather than tweaking
before elections) to reflect new economic and social realities, electoral
politics will continue to lag behind changing national dynamics.

Can closing the gap between representational politics and a chang-
ing society invest the polity with the means to tackle and surmount the
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fault lines that have been identified? Pakistan's checkered history
shows that clientelist-based politics have failed to provide the govern-
ance that meets the needs of the broad populace. Politics embedded in

narrow ional forms of mobilisation and which reinforce patri-
monial structures lack the capacity to address Pakistan’s complex
challenges.

This is because political clientelism, as emphasised before, has a
patronage not policy focus, encourages rentier behaviour as well as
corrupt practices. This form of politics places the accent on the local
and hobbles thinking about larger, national issues. It is not geared to
resolving issues of modern g or | ic prob-
lems that warrant urgent policy attention. Clientelist politics are in fact
dysfunctional to the needs of a modemising society, however uneven
that process.

in an envi of scarcity—in
and opp i kes for ising politics and

bitter conflict that serves to reinforce instability and contributes tc
making the country more ungovernable. But if politics remains trapped
in these structures and partisan feuds that are increasingly out of touch
with the people how can Pakistan be better governed? Is there a way
out of this? While it is important not to overstate ongoing changes—

luding rising middle-class cl suggest that hed polit:
cal patterns can easily be transcended they do open up opportunities.

Pakistan’s middle class may well in the years ahead become a signifi-
cant political force and be able to impact more on national life. Greate!
‘connectivity in society is already changing the way people relate t
and think about politics and g levision vi hip for
example is estimated to have risen to over 80 per cent of households anc
this is making people better informed and more aware of their rights.

Some analysts have correctly portrayed these developments as hav
ing produced a stronger nation and society in the context of a weake
state.2s Others including perceptive foreign observers have seen th
expansion of the lower middle class to have increasingly redefinec
Pakistan’s national identity. The ‘Mehran man’, wrote a foreign jour
nalist who identified the growth of a more prosperous lower middl
class with ownership of cars like the Mehran (local name for th
Suzuki Alto), has a satellite television and is more politicall i
Their rise significs ‘the shift away from the rural elites once co-opte:
by colonialism.*
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These developments have been driven by the shift in the economic
centre of power in the past decade. An important indicator of this is
the declining share of agriculture in national output. This has fallen
from 40 per cent in the 1970s to almost half that at the end of the
2000s. The urban sector now accounts for much of GDP; rising from
52 per cent in the 1960s to 78 per cent in 2010. These economic reali-
ties together with technology-induced changes and the information
revolution have made the political centre of gravity more diffuse.

The changing patterns of political engagement are also evident in the
growth of a more diverse and vibrant civil society. As space has opened
up for newer civil society organisations to emerge these have come to
reflect the interests and concerns of a more politically aware urban
society and enabled the middle class to press their views and interests
with greater vigour.

The fast-expanding broadcast media has offered a new and more
potent platform to citizens to raise issues and mobilise opinion. A more
effective ‘opposition’ or ‘watchdog’ has emerged from within civil soci-
ety working in tandem with the media. This informal coalition has
held the g to account, subjected ive action to rigorous

ight, helped to set priorities and suggested policy courses for
national problems that parties have singularly failed to do either out of
lethargy or lack of political will.

The national consensus that emerged against militancy in 2009 was
forged and sustained in this manner. Government missteps in the
energy sector exemplified by the controversial rental power projects as
well as instances of corruption were also exposed this way.

‘While the democratic dividends of these newer forms of political
activism are evident, the key question is whether these can go beyond
informal, sporadic checks on executive conduct or single-issue political
campaigns? Can they morph into a critical mass to transform tradi-
tional party structures and politics to find more organised, institutional
expression? This will depend on a number of variables. They include a
modicum of economic stability and at the very least a halt to the
downward economic spiral. This will also depend on the continuity of
the political and democratic process, because all too often military rule
has simply frozen the status quo and put brakes on its natural evolu-
tion, closing potential avenues for political reform.

The role of external actors and their regional policies will be no less
important. An inability to find an early political end to the Afghan war
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along with a prolonged Western military presence in the neighbour-
hood can, apart from their other desabilising cffects, distort political
dynamics in Pakistan in diffe ways. For ple, by reinforci
the ruling elite’s dependence mindset that acts as a disincentive for
reform and by propping up status quo forces in the name of stability.
Another consequence could be to provoke a nationalist backlash that
might make for xenophobic tendencies among the middle class and
weaken its modernist impulses.

Looking ahead, five possible scenarios can be envisioned. The first
one is muddling through, which means more of the same with politics
stuck in a traditional, moribund groove, unable to reflect changing
political dynamics or shifts in the distribution of economic power in
Pakistani society. This would mean little change in both the substance
and style of governance, which will translate into a diminished capac-
ity to address the country’s problems and faultlines. Instead a fire-
fighting crisis-management approach will continue but with a declining
capacity to reverse the downward trajectory in multiple areas with
adverse consequences for the country’s stability.

The muddling-through scenario however is untenable for at least
two reasons. One, governance challenges have come to a head and are

no longer ble to tinkering or inal half steps. The more
urgent reform is delayed the greater the risk that problems will become
i ble. Two, a more urbanised society will inue to press for

change, not only because it is unlikely to settle for the continuance of
the status quo but also because it has now discovered that organised
action provides it with the means to demand greater accountability
and responsiveness to their economic and political interests.

The second scenario is another experiment in military-backed civil
jan technocratic rule. But the past record of such an arrangement hat
already exposed its sharp limits in terms of both legitimacy and perform
ance, so this is unlikely to yield outcomes different from previous ones
The historical experience also suggests that while sach an arrangemen:
is temporarily able to halt the national slide, it is unable to resolve the
country's deep-seated problems because that requires political consen
sus. The political alignments in this scenario will so closely mirror tha:
in the muddling through model that it will be unable to overcome tra
ditional clientele politics and therefore impede rather than foster the
modernisation of governance.

A third scenario frequently peddled by outsiders is social break
down under the weight of a systemic crisis. This is seen as leading tc
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state collapse followed by a takeover by Islamic extremists. This
alarmist scenario is based more on fear or ignorance than empirical
reality. It ignores that effective counter forces exist in a strong military
and resilient society to prevent such a descent into chaos. This sce-
nario can also be ruled out because it rests on an exaggerated view of
the strength and cohesiveness of extremist forces. As the military
operations in Swat and the tribal areas in 2009 showed—which
enjoyed wide political backing—the forces of militancy can be beaten
back and dislodged. They have no capacity to take over the state even
if they can cause large-scale disruption. The state’s ability to reassert
its authority has been demonstrated by these actions.

The fourth scenario is one in which one or more of the established
parties begin to adapt and adjust to soclo-economlc changes by mak-

ing a paradigm shift from p: to issue-based politics and evolve
into mod:m political orgamsanuns Althou;h Sharif’s urb:n—bascd
Muslim League is perhaps better positioned to do this, it is

whether such a move would be impeded by other characteristics: the
party’s dynastic or personality-dominated nature, mainly mercantile
base of urban support built around clientelist networks of local influ-
entials, and clan or business dynasties.

Nevertheless, Pakistan’s existing political parties can. in theory rein-
vent themselves by tapping the new aspirations of people empowered
by social and economic changes. At the very least this means changing
their ticketing policies to induct members of the middle class including
professionals and giving them a role at the highest levels of party lead-
ership. It also means adopting platforms aligned with the demands of
citizens for efficient and purposeful governance.

The fifth scenario is the most exciting for its potential for Pakistan
to break from past practices that have been roadblocks in its eco-
nomic and political progress. This is of a middle class-led coalition
spearheading an agenda of reform that aims to make governance more

effective and also more ble and responsive to the
of its people.

The elements of such a coalition for change were to some extent
foreshadowed in the lawyers-led of 2007-09. That women

also powered this middle-class assertion is also significant. Not only
were women present in significant numbers in the protests but also the
role of female TV anchors in shaping the political agenda underlined
the multiple platforms they have been using to make their voice heard.
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But while that agitation was a single-issue campaign, in this scenar
such a coalition would have to be built on a more durable basis
pursue a broader agenda lt would also have to reach out to lnd ln
ion a larger ding among the und,

would need to engage the rural middle class not least because of d
large population that still resides in the countryside. It would also ha
to cither ally with a party to induce it to move in the direction of soci
and political reform, or find a new vehicle that becomes the standa
bearer of this agenda.

The prospects of such an outcome may not appear strong in t!
short term but it would be a mistake to minimise the stirring fi
change that continues to manifest itself in many different ways ar
whose expression can be heard daily in the media. This urge for chan
may yet crystallise into a new politics that connects governance |
public purpose. It holds the promise of tapping the resilience of o
Pakistani nation and establishing a political foundation for good go
ernance that the country has long deserved but found so elusive.
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Shuja Nawaz

Pakistan is a prisoner of its geography and history. Its strategic loca-
tion at the cusp of the Middle East, the Persian Gulf, and South Asia
and at the door of Central Asia and China gives it significance on the
regional and global scene. Its proximity to a large and dominating
neighbour, India, shapes Pakistan’s foreign and defence policies on the
one hand and informs its domestic debates on the other. The presence
of nuclear weapons and missile delivery systems in both Indian and
Pakistani hands makes this an even more volatile region than in the
past. At the same time, Pakistan’s historical wars with India constantly
revive memories of the past and have thrust the Pakistani military into
the centre of decision-making on issues related to its foreign policy,
especially policy toward India (Kashmir, specifically) and Afghanistan,
as well as nuclear matters.

Pakistan’s political reins have been effectively in the hands of the
Army for more than thirty-eight years since its independence. The
country is wracked by internal divisions between provinces and
between the forces of modernism and militant and radical Islam. These
continuing wars have created political uncertainty and tumult, leading
to the assassination of former Prime Minister Benazir Bhutto in Decem-
ber 2007. The 2008 elections gave some hope, allowing the leading
political parties, Bhutto’s Pakistan Peoples Party and former Prime
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Minister Nawaz Sharif's Pakistan Muslim League (N group) to return
to power. And the Islamist alliance in the North West Frontier Province
was trounced by the Pashtun secular, though quite feudal, Awami
National Party.

At the heart of the political maelstrom is the Pakistan Army, prob-
ably the best organised group and a veritable political force unto itself.
whose every action and hint creates reverberations in Pakistan’s polity
Under its present Army Chief, General Ashfaq Parvez Kayani, who ha:
sworn to take the Army back into the barracks, there are many doubt-
ers who see the politicians facing a huge challenge in running the coun-
try effectively after nine years of autocratic rule by President Perve:
Musharraf. They point to the gradual destruction or diminution of
institutions: the judiciary, the constitution, the bureaucracy, and the
legis! and to the ification of a parli y system ol
government into a presidential system by Musharraf.

Against this background, cynics point to past promises by othe:
Army chiefs who promised to keep the Army out of politics but ulti
mately assumed power to fill what they considered to be a politica
vacuum. The weight of history leans towards a continuing role of the
Army in Pakistan's polity, whether overt or behind the scenes. What
ever path it takes, the Army too faces daunting challenges, as it begin:
the fight against homegrown insurgencies. For it too has changed dra
matically over the years.

Pakistan came into being in 1947 as the most populous Muslin
nation on the planet but the debate over its national identity has no
been conducted d ically nor luded. It has also yet to craf
a stable political system that establishes the supremacy of the civil ove:
the military, as envisioned by its founder Mohammad Ali Jinnah, the
Quaid-i-Azam. lts political parties too have yet to root their thinking
and actions in well-crafted mandates and manifestos or to allow demo
cratic selection of their own leaders: most are run on familial or dynas
tic lines. Without a powerful base of support in the country as a whole
they have not been able to provide the counterweight to the highly
trained and disciplined Pakistan Army that is all too ready to step it
when the politicians falter.

Although the Muslim way of life was a motive behind the call fo
Pakistan, its early political leadership did not give an Islamic blueprin
for its political development or goals. The reason for this was that the
movement for Pakistan was not an Islamic movement as much as i
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was ®’'movement by Indian Muslims to seek greater social and eco-
nomic opportunity for themselves.

Early Nod to Islam

The Pakistan Army, the largely Muslim rump of the British Indian
Army, was also saddled at birth with this paradoxical identity: the
symbols of Islam but the substance of a colonial force, quite distant
from the body politic of the fledgling state. It adopted, for instance, the

bers 786 for the identification of its General Headquarters in
Rawalpindi. In Islamic logy, 786 rep the Arabic Bismil-
lab ir-Rabman ir-Rahim: the invocation that Muslims intone at the
start of any action or venture of note. This numerical code was embla-
zoned on all gateposts and vehicles, as a reminder that this was the
Army of a Muslim country. For its badge, it chose two crossed swords
holding up an Islamic rising crescent and five-pointed star against a
green background.

But the Islamic identity was in name only at that stage. The senior
echelons of the Pakistan Army at its birth were still British officers who
had opted to stay on and they were succeeded by their native clones:
men who saw the Army as a unique institution, separate and apart
from the rest of civil society and authority. This was the d
cultural ethos of the Army at the time. With time, this schism between
the cantonment and the city pervaded the Army’s thought processes
and seemed to guide, as well as bedevil, the military’s relationship with
the civilian sector. The Army initially retained its largely moderate and
secular nature.

Pakistan’s history is one of conflict between the underdeveloped
political system and a well-organised army that grew in strength as a
counterweight to a hostile India next door and in relation to the politi-
cal system. In the words of former Army Chief, General Jehangir Kara-
mat: ‘Whenever there is a breakdown in ...stabillity, as has happened
frequently in Pakistan, the military translates its potential into the will
to dominate, and we have military intervention followed by military
rule.’ But, he adds, ‘as far as the track record of the military as rulers
in the past is concerned, | am afraid it is not much better than the civil-
ians”.! The most recent direct rule of General Pervez Musharraf sup-
ports this assessment. While it ushered in a period of false stability and

ibly opened public di , it stunted political growth and
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.
badly damaged the ability of civil society to participate freely in the
political process. In many ways, Musharraf was a ‘liberal autocrat’
who lost his liberal bearings.

Over time the Army gained the respect of Pakistan’s population for
its spirited defence of the country’s borders against a powerful India,
and continued to attract large numbers of youth to its ranks, but its
dominance of the polity of Pakistan eventually produced public ques-
tioning of its role. Through coups and largely unfettered access to state
resources, the Army won the battle between authority, represented by
the state’s various instruments of government, and coercive power,
reflected in the Army’s military prowess, leaving the instruments of
state weakened and unable to function even when the military returned
to its barracks.

Power Brokers

The paradox of power that hobbled Pakistan’s slow political develop-
ment was that as the Army grew in strength and size, it stunted the
growth of the political system whose leaders either made no attempt to
rebalance the relationship between the state and the centre of power,
the Army, or worse, invited the Army to settle political differences
amongst themselves. Successive political leaders suborned and eviscer-
ated the vaunted bureaucracy and managed to weaken the educational
system, thus depnvmg !he country of alternative governance mecha-
nisms and an inf d The Army hile learned over
time to establish patonslignt sglatignships with the bureaucracy and
with Islamist parties, whom it used in its efforts to fight internal popu-
list leaders in both East and West Pakistan and fuel the Kashmiri insur-
gency against Indian rule. The result: a persistent Practorian state with
military or quasi-military rule for over half its life after independence
from the British.

Pakistan’s existence has been marked by attempts to build s nation
but without first building the institutional foundations that are needed
10 allow a stable federal entity to evolve in a democratic and pluralistic
setting. Ethnic and regional strife, sectarian violence, and the persistent
intrusion of foreign powers into the region in the pursuit of their glo-
bal agendas, all have created the setting for uneven political and eco-
nomic development.

The 1999 coup that brought General Pervez Musharraf to power
resorted to legal legerdemain to avoid being classified as a marial law
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regime but effectively op: d under a temporary legal di:
that allowed it to operate beyond the ambit of the constitution of the
country. The ‘second coup’, in N ber 2007, by Musharraf eff

allowed him to replace the judiciary wholesale, muzzle the media, and
“win’ re-clection to the Presidency but in the process he had to shed his
uniform, opening the door to a return to civilian rule of sorts.

Today's Insurgency

Today, Pakistan is at another crossroads, as a partmer of the West in
the global war against militancy and terror. And its Army is operating
in a changed and highly charged domestic political environment. Its
two leading mainstream parties (the Pakistan Muslim League of Sharif
and the PPP of Benazir Bhutto) were largely excluded from the politi-
cal process under Musharraf. Only in late 2007 were their leaders
allowed back from exile and re-enter Pakistani politics. The assassina-
tion of Bhutto deprived the country of a political counterweight to
Musharraf. After decades of conflicts with India, today for the first
time, Pakistan's Army is waging a largely futile war against an unseen
enemy: Islamist terrorists within its own border.

The eastern front against India is relatively calmer and there is
promise of some progress in normalising ties, though that may be illu-
sionary, given the mood swings of governments on both sides. But the
western front bordering Afghanistan is awash with i insurgent activity
spilling over from Afgh and also homegr lving radical
Islamists the Taliban, who are intent on fighting (he United Slatcs in
Afghanistan and putting their stamp on the tribal areas of the Feder-
ally Administered Tribal Areas (FATA) of Pakistan.

For the first time in decades, the Pakistan Army is today operating
in force inside its own borders. The ‘enemy’ this time is a growing
Islamist militant known as ‘Talibanization’, after the radical
right-wing and fundamentalist former regime of Afghanistan. ‘Foreign®
elements aligned with al Qaeda, the amorphous network of well-
trained terrorists begun by Osama bin Laden and operating in the
FATA, which form that ambiguous region between Pakistan’s North
West Frontier Province (now re-named Khyber Pakhtunkhwa or KP)
and Afghanistan’s eastern border, the Durand Line.

Although the Army has now taken control of the Nuclear Command
and Control System through the Strategic Plans Division of the Army
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and ight by the National Security Council and
appears to have met the approval of strict Western referees, the fear
persists abroad that radical elements in the country or within cthemili-
tary may one day decide to use Pakistan's arsenal of nuclear weapons
regionally or resort to proliferation, especially to other Muslim
nations. The fuse for a constantly brewing conflict with neighbouring
India is the Muslim-majority state of Kashmir, representing the unfin-
ished part of the 1947 partition of British India that has been the cause
of at least three wars between the two countries. Whether that fuse
will be lit or be snuffed out lies in the hands of the Army.

Head

The Corporate Army

Increasingly, the Pakistan Army is seen by many as a corporate entity
that functions as the most effective political party in the country, pro-
tecting its interests, sometimes even at the expense of n: of n:uonzl onal integests.
A recent study of ‘Milbus’, or mllntary business mmests, by Ayesha
Siddiqa in her book Military Inc. focuses on Pakistan to characterise
the role of the military as *predatory’. While this study does not ascribe
acquisition of assets through legalised means solely to the military
(recognising the prevalence of these actions among the civil sector too),
it assigns personal aggrandisement as the motive force behind the
actions of senior serving and retired military officers. In a country
where a culture of entitlement has taken hold since the late 1970s, this
criticism is valid against all actors on the political stage, who use state
resources for personal gain. Over time, the Army has benefited from
this culture and there does not appear to be any move to roll back the
system of privileges that higher ranks bring with them.

Nature of the Army

Pakistanis proudly point to the fact that theirs is a volunteer army with
a long historical tradition. In many ways, it is often talked about in the
same terms as the Army of its political ally and brother country, Tur
key. As author Stephen Kinzer states in his study of contemporar)
Turkey:

Turks ... feel deep gratitude and a genuine connection to their army. They
believe it exists and works for them. But Turks want to escape from its politi
cal power, which has become intrusive and suffocating. They have learmed the
lessons of democracy and now want to live by them.
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‘While many may debate whether Pakistan has truly learned the les-
sons of democracy, the sentiments in Pakistan today are similar to those
in Turkey, whose army is often cited as a model for Pakistan’s Army.

Yet there are those who see a closer resemblance to the Army of
Indonesia under Presidents Sukarno and Suharto where the dwi fungsi
or dual functions of the Army became entrenched. Army officers saw
themselves as ‘saviours of the country’ and also developed a role in
ruling the country via a revolving door policy under which military
officers were given civilian jobs and then moved out to make room for
new officers.

Ayesha Siddiga attempts to quantify the extent of the military’s busi-
ness interests in Pakistan and comes up with a figure of $10 billion.
‘While her calculations are open to dispute and indeed have been chal-
lenged by the military, the gist of her arguments raises relevant ques-
tions: to what extent is the military’s access to state resources crowding
out the private sector and preventing cxpenditure on other more pro-
ductive sectors, such as health and education? More important, is this
model sustainable?

General Kayani early in his tenure realised the need for the Army to
revert to its professional roots and began to distance himself from the
former Chief, Musharraf. But disengaging the Army from the economy
and from commercial enterprises will take time. After he won a second
full term, Kayani may have the time to be able to tackle some of the
issues that previous chiefs could not, about removing fat from the sys-
tem and fighting corruption within the burgeoning ranks of the civil-
military bureaucracy that the Army has spawned.

The Wide Footprint

Both the size and nature of the Pakistan Army have a huge impact on
the country’s economy and society. Rising from a velatively small force
at independence, Pakistan today has an army of over 800,000, includ-
ing over 550,000 regular army and the rest as paramilitary forces or
reserves. It is larger than the regular army of the United States. It
increased its force size even after losing half the country in 1971 with
the independence of Bangladesh (formerly East Pakistan). In the proc-
ess, Pakistan’s security threat from India grew, forcing it to meet India’s
rapid growth of military might on the one hand amd the appearance of
the Soviet Armed Forces in Afghanistan to its west in the 1980s.
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In 2005, according to World Bank data, defence spending as a per
centage of Gross Domestic Product in Pakistan was around 3.4 pe:
cent compared with India’s 2.3 per cent, among the highest burdens o
military spending in the world. As Pakistan develops and its econom;
grows, the opp ity cost of its def pending will rise dramati
cally. This is a huge challenge for the regime, as it ponders its politica
future on the one hand and the nature of the Army that Pakistan need:
to ensure its security on the other.

How can one increase development expenditure or have a thoroug!
discussion of the overall budget? The military share of the budget ha
ranged from 3040 per cent but it is still kept as a one-line item that i
not subjected to any detailed examination or debate in the nationa

E on education account for no more than 1.6 pe
cent of GDP "and on health for 0.5 per cent (compared with defence
spending at 3.4 per cent, mentioned above).

The issue facing Pakistan and its military today is one that con
fronts many other developing countries. Apart from crowding ou
other more useful investments, the relatively large slu ol the defenc:
sector and its gradual expansion into other ities, as ha
been the case in Pakistan, Turkey, and Indonesia, for example, create
a host of ills associated with such enterprises: featherbedding or over
employment, heavy and often hidden subsidies, privileged access t
scarce resources, and the creation of a powerful and new vested inter
est group in economic activities: the serving military and ex-service
men. There is no hard financial scrutiny or supervision of thes
enterprises or, more lmponamly, overall defence-spending. This dis
torts the all of scarce d and retards economi

devel ing this d of the politi

cal landscape, the Army has also strengthened its political statu
within the rubric of the state’s system of assigning seniority to differ
ent representatives of government.

Army vs. Civil Hierarchy

Even two-time former Prime Minister Nawaz Sharif shook his hea
when asked by me if he knew about the application of the Warrant ¢

Precedence during his terms in office. Yet this list that Pakistan inher
ited from the British and that established the relative ranking of civ
and military officials for protocol purposes has been a major path ¢
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the rise of the military in Pakistani society and polity. Beyond simple
protocol, this list symbolises the relative roles of officials from the civil
and the military in the nation’s polity and provided a map of their
relationships. The Warrant of Precedence issued by the Ministry of
Interior from Karachi in February 1950 ranked the top officials of the
then Dominion of Pakistan, with the Governor General at the head,
followed by the Prime Minister. Notably, the Commander in Chief of
the Pakistan Army came in at number fifteen, below, among others, the
Judges of the Federal Court, the chief justices of the high courts of the
provi and deputy mini of the Dominion. The Chief of Staff of
the Pakistan Army came in at number twenty while Lieutenant Gener-
als came in at number twenty-one, followed by General Officers Com-
manding divisions at number twenty-two, both below federal
secretaries and the Governor of the State Bank of Pakistan.

Pakistan changed this warrant de facto when General Ayub Khan,
the C-in-C of the Army, was made Defence Minister and afterwards
when he took over as Chief Martial Law Administrator and then Presi-
dent. Today the Chairman, JCSC, and Chiefs of Army, Air, and Naval
Staff are ranked at number six, while Lieutenant Generals remain at
par with federal secretaries at number sixteen. None of the civilian
prime ministers in recent decades has made any attempt to change this
order. Indeed, all of them have elevated military officers to levels
beyond those envisaged by the founders of Pakistan and then com-
plained publicly about the military asserting itself in the polity of
Pakistan.

Protecting its Own

A frequent complaint about the Army in today’s Pakistan stems from
its overwhelming power and ubiquity in all spheres of civil endeavour,
and its ability to operate outside the bounds of normal legal systems.
As a result, when its members choose to ignore the law or take it into
their own hands, the first instinct of the higher command is to keep the
matter out of the public’s eye. Concomitant with this tendency has
been the growing power and involvement of the Inter-Services Intelli-
gence agency and the Military Intelligence in domestic political and
civil issues, as policy advisors and impl\ rather than providing
policy-neutral intelligence for military purposes or conducnn; counter-
intelligence against the external enemies of Pakistam.
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marginally from 66.46 per cent to 66.93 per cent, but within the Pun-
jab there are notable changes in the home districts of the officers shift-
ing to the more populous and emerging urban centres of Central and
even Southern Punjab. This is in line with rapid urbanisation trends
nationwide. These bigger cities and towns are also the traditional
strongholds of Islamist parties and growing conservatism associated
with the petit bourgeoisie. The Zia period (reflected in the statistics for
1980-89) shows a sharp bulge in all cases, as the Army became a vis-
ibly more lucrative and attractive profession for urban youth and a
means for upward social mobility.

The importance of the bulge in the Zia period is also underscored by
the fact that the officers who joined in that decade are now poised to
rise into the General Officer category. When the current group of sen-
ior Lieutenant Generals retires, most of whom were commissioned in
the late 1960s and early 1970s, the Zia Bharti (recruits) will take over
the running of the Pakistan Army. Apart from being inducted into the
Army during the middle of Zia's Islamist ethos and official fostering of
religious ideology and dogma, this group suffered at the hands of the
US and Western European embargo of aid to Pakistan and was largely
deprived of training opportunities in the West. Not only was it
deprived of advanced overseas training during its formative years, but
this officer cohort was also denied exposure to the world ouside till
late in their careers, by which time their worldview had formed and in
many cases become entrenched.

The current cohort of senior Army leaders in Pakistan, including the
Army Chief, General Kayani, represent the last group of officers who
were able to take advantage of overseas training in their carly years and
were exposed to wider external influences. The effects of such raining
and exposure are reflected in some of its thinking on national isues.

Penetration of Civil Society

Another visible ifestation of military domination of the civl sector
during the Musharraf period was the re-employment of retiredor even
serving officers in civil institutions and in the host of military-owned
enterprises that provides a longer term of employment for army >fficers.
Even today, military officers head education and training i

in the civil sector. All the major civil service training establisiments,
for example, are now under retired army officers. Under Musarrraf,
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they also headed universities and d i Some
1200 army officers were inducted into key civil slots dunn; the Mush-
arraf period. While military rule or military-dominated rule has some-
thing to do with this, the role of the civilian rulers cannot be
downplayed, for they have allowed the military free ingress into their
domain over the years and indeed have clevated the military presence
to the detriment of the civil sector. The earliest moves by General
Kayani to withdraw some 300 serving army officers from civilian posi-
tions was a good sign of chzngea in (hmkmg on lhls front. But many

still remain in the civil admi inating the Min-
istry of Defence.
Defending the Homeland

Pakistan’s lack of national cohesion on the one hand and its location
in a tough neighbourhood dictates that it should maintain a strong
defence blisk However, as by the Army itself
have shown, there are different ways of achieving security without
making the Army so large and burdensome that it dwarfs and stifles
economic development. There are sound military reasons for re-evalu-
ating the nature, size, and organisation of the Army too.

Today, Pakistan has a large conventional army, tasked with defend-
ing every inch of its borders: a hostile one on the east against India and
in the west against Afghanistan, with a potmnal for unrest on the Ira-
nian frontier, if the internal i ion in that neighbour’s
Balochistan province becomes a cross border issue. Internally, the
Army needs to reorient its training and force structure not only to cope
with external threats but also to combat internal insurgencies, starting
with the current situation in FATA. It needs specialised units and train-
ing in low-intensity Fourth Generation warfare and to indoctrinate
officers and soldiers both in the principles of such warfare, where ideas
not weapons alone matter.

Looking Abead

It is important for the Army to help create a stable national polity by
subjecting itself in practice to civilian oversight and control. It needs to
ensure that it does not become the instrument of civilian dictatorship
by subjecting itself to wider parli y controls and ights of
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its operations. This should extend to ratification of senior appoi
ments of the service chiefs, the proposed regional commanders, a
the Chairman of the JCSC. It must also be prepared to expose more
its expenditure details to scrutiny by government and parliament.

On its side, civilian government needs to ensure that it follows 1
constitution fully and does not involve the military in political d
putes. As past experience shows, when politicians run to the An
Chief for help, it upsets the balance of the civilian system of gover
ment and eventually brings the Army into power.

‘While the military has an advantage over the civil in employi
force, it has a comparative disadvantage in building political loya
from a civilian base. The reason is their lack of ability to foster a
sustain open debate and discussion on key issues. The culture is s
largely top-down. Few military regimes have succeeded in constructi
mass political; when they tried, they had difficulty in adjusting to op
participation by the masses. The military system of orders and obe:
ence does not easily adjust to the noise of democracy and dissent. T
Pakistani experience certainly supports these views, although suca
sive military leaders, including Musharraf, have felt that they can bu
this trend.

In the face of hostility, Pakistan’s defence lies in a smaller, higt
mobile, and powerful military, relying on a nuclm and conventior
weapons system, and the bility of deli gad ing ripos
But an even better defence lies in creating a powerful, pluralistic pol
residing in a strong economy, built on a society that values educati
and the welfare of its population.

The Immediate Challenges

In the near term, the Army Chief, General Kayani, and his comnman
ers will face a number of challenges, not least of which is the consta
tussle for power at the centre between the coalition government head
by President Asif Ali Zardari and the main opposition of Mr Sharif

His main focus will remain the counterinsurgency campaign and
follow-up in the frontier badlands bordering Afghanistan and in Sw:
By all accounts he has pressed his colleagues to move quickly to pi
pare the logistical ground for anti ions in those areas. B
it will be important for him to allow the cmhan government o ma
the political decisions on the use of the Army in that mode and
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define the collaboration with the Afghan and United States govern-
ments. This will be a hard transition for an army that has been used to
independently working with its foreign partners under Musharraf.
Equally important will be the need for Kayani to recognise what the
US under the thinking General David Petraeus has come to learn the
hard way in Iraq that counterinsurgency operations are 90 per cent
polmczl and econolmc and only 10 per cent military.

Ul igns are won by strong policing
and the isolation of mili from the population by g
and protection from within communities by strong and dedicated
police forces. The military can only addmss the symptoms not the

causes of i Nor is it equipped for ct . The
civilian government failed in its first few years to set up an adequate
National Counter Te ism Authority. It will need to make up for lost

time. Moreover, a strong civil-military parmership will be needed for
post-military operations in FATA and Swat and Malakand. None is
evident as yet.

Without the Army’s support, given the current power balance in
Pakistan, the civilian government will not be :ble m move quickly on

lving issues with a d and ic India to
the east. Kayani recognises the need for peace and open borders but he
is also aware that he cannot move too far ahead of the general public
sentiment. India too will need to show an open-mindedness that has
been absent in its public discourse on Kashmir or open borders. For
many in Pakistan, there is decp-seated fear of India swamping Pakistan
economically and culturally. However, Kayani appears to be a man of
inner confidence, hence the quiet that marks his demeanour. Unlike
Musharraf’s one-step forward, two-steps back approach on key issues
relating to India, he could well leapfrog history by taking those bold
steps forward that matter most and stick to them. This would help the
civilian government gain confidence in dealing with India and opening
borders in due course.

With a civilian government in charge again, the role of the ISI will
need to be tempered. The Army High Command will want to favour
greater oversight of the ISI by the civil authority and even parliament,
with the involvement of the military. If Kayani's studied silence in the
episode involving the browbeating in Army House in March 2007 and
subsequent arbitrary removal of the former Chief Justice by Musharraf
is any indication, he could end up favouring a reduced political role of
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1e 181, all g it to intelligenc:
perations. His main focus though vnll be returning the Army to it
rofessional roots and keeping it out of politics.

As stated earlier, the composition of the Pakistan Army today bette
spresents the society in which it operates than the Army at independ
nce. It is also more professional and better trained than ever before
s it expands its membership into other less represented areas anc
rovinces, it can become a true national army and regain its positior
f trust and devotion. If it does not, and if the civilian politicians alsc
1il to pay heed to the changes around them, then the rising tide o
onservatism may be transformed into a radical Islamist wave that wil
weep both civil society and the Pakistan Army, with results that ar(
ntirely predictable and not what Pakistan nor its neighbours anc
‘iends desire. The longer the country remains under military domina
on, the greater the chance of state failure.

The latest recruitment statistics indicate that Pakistan’s Army toda)

: no longer the same homogeneous force of the past with its limitec
scruitment base It now r:ﬂects a broader range of the country’s rap
1ly urbani 1 of new media and public
iscourse has also challenged (he military’s ability to control life in the
ountry with an iron hand.

While the Army remains a conservative institution at heart, it is not
et a breeding ground for large numbers of radical Islamists that many
:ar. Islam though remains a visible force in Pakistani society and ir
e Army today. Keeping the Islamists at bay remains a daunting task
ut it need not be used only as a scary scenario to gain Western sup-
ort. A progressive Pakistan needs to provide opportunities for its citi-
ens to lead their lives without fear of the radical forces of Islam that
re vying for power today.

More important, given the dominant role of the Army in Pakistan’s
olity, if Pakistan is to mature, thrive, and survive as a successful state
nd a nation, the Army needs to take a back scat and allow the politi-
ians and civil society to make their mistakes and allow the other criti-
ally important elements of society: media, businesses, professionals,
1wyers, etc., to function unft d. These are the chall that both
¢ Army and civil society in Pakistan must surmount through a retum
» democratic norms so that they can fulfill their promises to the coun-
7y and win the long war against insurgents and terrorists.
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PRAETORIANS AND THE PEOPLE

Saeed Shafqat

In Pakistan’s post-February 2008 election era two contradictory trends
are evident. The first is political continuity in that the third and fourth
generations of the traditional feudal, tribal, religious and business
families are entering the political arena. Second, the social class origins
of the dominant institutions, namely, the military and civil bureaucracy
are undergoing change—the recruitment pattern is shifting from the
upper middle class to the lower middle class.

This means that the social composition of Pakistani elites is under-
going change. The emerging clite have humbler origins, hold conserva-
tive social and political views and reflect authoritarian tendencies in
society rather than democratic values. Some elite cm:ulanon appears
to be taking place but the implications for
and a party system remain uncertain.

For making a transition from a military-hegemonic system to a
party-based representative system, elections are an important proce-
dural element to measure democratic aspirations in a society. In Paki-
stan’s case this is severely ibed by the military-h ic system.
‘While holding elections and itioning to d cy are imp
attention also needs to be paid to strengthening the substantive com-
ponents of democracy: the rule of law, respect and tolerance of dissent
and minority rights, religious freedom, cultural pluralism, and freedom
of association.'
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At sixty-three Pakistan is deeply troubled. Its people are desponden:
s they watch a ruling class concerned more with its own privilege:
1an with serving the public, which has driven the debate in the mediz
1at demands a reordering of the state and society. This discourse ha:
iso p ing visions of forming Pakistan and alsc
rges the restoration of the dignity and self respect of ordinary citizens
his should be putting pressure on the Pakistani elites to mend their
thaviour but are they listening?

Three sets of arguments are presented in this chapter. First, the argu-
tent that the f ions in elite are changing the
ynamics of elite interactions, which in turn are shaping the direction
f civil-military relations. Second, it makes the case that despite serious
mitations the political leadership is smvm; to sustain a multi-party

sstem and redefining g PP fati Thn'd tl'mdu
7ar on Terror is affecting the prospects of d

nd ibuting to dering civil-military relations in Pakistan.
lites and Democracy

he th ical li ing why d flourishes in a

Xiety can be summarised into four basic approaches. One, that
emocracy is a function of the level of economic development; the

igher the level of ic devel the better the prosp:

ic devel leads to a vibrant middle class
those i mterest isin ining a free market ing rights
nd freedoms and building democracy. Two, that democracy is a func-
on of the level of education; the higher the education levels of a soci-

ty, the greater the chances of a successful democracy. Third, that
emocracy is a function of cultural pluralism and work ethics; that a
orrelation exists between the culture of a society and its chmcu to
reate a This the Weberi:
ypothesis arguing that the rise of democracy in Western Europe was
irectly linked to the Protestant ethic. Four, that democracy is a func-
on of the elites’ ability to bargain, compromise and build consensus
n the ive aspects of di le of law, respect for dis-
snt, protection of minority and women'’s rights.

It is this author’s contention that in the Pakistani case a focus on
lites and elite i ions is more i ive in explaining the func-
oning or absence of democracy as compared to the other three

6
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approaches. It is pertinent to ask: do the elites have faith in democracy
and representative government? How are decisions made and policies
adopted that subvert constitutional norms and resurrect the hegemonic
position of the military?

To answer these questions, the chapter begins with the premise that
the people and the general public might help in sustaining democracy
but constructing democracy is a function of the elites. It is thus impor-
tant to study the evolution and transformation of Pakistani elites to
review the prospects of political stability and change in Pakistan.

In the last thirty-nine years the structure of the Pakistani elites has
undergone social and political transformation. At least five complex
and contradictory trends are evident. The Pakistani elites consist of the
military and civil bureaucracy, leaders of political parties, the religious
clergy and members of the emerging electronic media. Among these
elite structures, the role of the military is distinctive because it has been
involved in the ‘construction’ of other elites. As Pakistan’s history
attests, each military regime has p: ised a new set of individuals to
construct political elites who would adopt the political system that the
military favoured. The following section provides an analytic frame-
work and dynamics of emerging trends in each elite category.

The Military Elite

During the 1970s and particularly since 1979, the social origins of the
military elite have undergone change. Generals Jehangir Karamat and
Pervez Musharraf and their cohorts were the last of the pre-independ-
ence generation. The year 2007 marked the ascendancy of an indigenous
post-independence generation at the helm of military decision-making.
Until 1971 the base of military elites (Brigadiers to General) was rela-
tively small, totalling approximately 120 officers. Today there is a five-
fold increase—the base of military elites has considerably expanded to
over 600 officers. However, strategic decision-making is confined to
the ten Corps Commanders and another thirty to forty top staff offic-
ers. Their ethnic, social class and educational composition have also
become noticeably diffuse.

There is considerable debate about the ideological orientation of
military elites. During the 1960s and until the mid 1970s, the generals
from a rural background and the Potohar—the so-called ‘martial’
races’—were dominant. But the new breed is more urban and comes
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from more modest social b ds. There is a noticeable shift frc
the ‘Huntingtonian model of military professionalism’ to the ‘Jano
itzian model’—moving beyond a soldierly profession and assumi
constabulary functions.?

In the post-1979 period, with the exception of the Kargil confl
(1999), the military has mcrezsmgly been involved in combnnng int
nal disorder, fighting i pla
and, since 2002, increasingly fighting global terrorism; extensive
performing UN peacekeeping and policing functions. During this di
ade more military officers have interacted and been trained at Ame
can military |nsmuuons compared to the prevnou three decades.

would be worth 8 how these i and trainings imp:
the ideological ori ion and professional skills of the emergi
elites. What is slgmﬁcam, !hough, is that the military has alrea

hed itself in dustrial, business, ial and nt

estate ventures. To understand the dynamics of this change it is imp«
tant to recognise the transformation in officers’ professional skil
levels of and ideological ori ion at the rank of Brig
dier and not just at the rank of Lieutenant Colonel. The first noticeal
trend is that the military has become a corporate entity, its role a
relationship in Pakistani society has undergone transformation—it h
acquired a new sense of confidence and is tentative and cautious
showing ‘deference’ to the political leadership. Second, the milita
elites have been vigorous and aggressive in consolidating control «
security, defence and the foreign policy arena.

Is there any noticeable shift in this trend in the post-February 20
period? The indications are that the military has made a tactical wit
drawal because under General Musharraf (1999-2007), particula:
after 2001, its policies had become too closely ideatified with the L
led global War on Terror. The operations that the military launched
2005-06 in the tribal areas and the North West Frontier Province ¢
not secure adequate political or public support, wkich had a demor.
ising effect on the troops.’ As political and professional costs mount
the military leadership sought to regain the trust ard confidence of t
people. In the post-Musharraf era the military elxes re-assessed a:
re-strategised their role and relationship with the civilian leadershi
They have shown ‘deference’ to the political leadership, galvanis
public support for the military operations against the Taliban in Kk
ber Pakhtunkhwa and the tribal areas and refurbisied its professior
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image. Occastonally the military high command has also shown meas-
ured to American policy. E les include the opposition to
the Kerry-Lugar Bill (which sets out conditions for US assistance) and
pursuing nuclear cooperation with China.*

Has the Army been able to restore its public image and rebuild trust?
Indications are that the return to normalcy in Swat where the military
operation in 2009 drove out the Pakistani Taliban has considerably
restored public trust. The July-August 2010 floods—which claimed
1600 hves, dlsplac:d millions of people in the country and caused

and crop damag the military take a lead
role in relief and rescue operations® and in ion. This con-
trasted with the weak response from political leaders and political
parties in managing the catastrophe. All of this means that it is too
soon to tell whether the ‘deference’ the military has shown for the
political leadership is a tactical shift or more deeply-rooted.

The Bureaucratic Elite

h

The second visible trend is the and
educational background of the bureaucracy. The Pakistan civil serv-
ice—the pivotal pillar of governance and until the 1980s the backbone
of administration—is now plagued by institutional decline and a crisis
of moral authority. Unlike the first thrce decades after Pakistan's inde-
pendence it no longer attracts the best and the brightest that instead
prefer to go in to business and other private sector professions. Since
the mid 1990s recruitment has shifted from the upper middle class to
the lower middle class who, for status enhancemem and Ilmned choices
of personal ad still find the ion for the
civil service as the only vehicle for social mobility. At the same time, in
public perception and in reality, the integrity of the Federal Public
Services Commission (FPSC) has been considerably eroded. Since 2001
the Police is the most preferred occupation group for new entrants.
The yearly reports of the FPSC show that the choice of service suggests
that the change in position is not ducive to p ing repre-
sentative government but appears more supportive of authoritarian
and clientelist type of political system. At the mid-career level the
retention of civil servants remains a major policy challenge.

The past two decades have witnessed the emergence of a new breed
of civil servants, ‘the Laptop Wallas’, who are well-versed in informa-
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tion mhnology and ;ovemmce issues, have acquired a foreign degree
and are prof and i ingly attuned to the lan-
guage of the international donor community. Their number is smal
but growing. This is a genre that has put in ten to fifteen years of serv.
ice and is under forty years of age. These are the new ‘project manag
ers’ who are cither part of the federal or provincial government o
working on a project run by the government but funded by a donoi
agency. These “Laptop Walbs‘ gct an enhanced salary package anc
and effective mannge
rial skills. While this is a p that exhibits individual compe
tence it doesn’t ne:euanly translate in to better delivery of services anc
implementation of policies for a host of other reasons.

The ition to party-led g has not only accelerated th
politicisation of bureaucracy but also widened the gap between th
sm:ll number of professionally competent and the larger number o

d ly trained b Civil b remains the life
line of governance in the country. But its growing ineffectiveness raise
concerns about capacity-building and the prospects for reform.

The Political Elite

The third trend is that the elites leading the political parties are becom
ing more dynastic and their leaders unabashed in giving key part
itions to family bers. The land tribal leaders, busines
families, religious leaders, a few professionals and a sprinkling of th
middle classes continue to comprise the dominant political elite. Bu
political parties are in dacny, otynmnomlly weak, lacking vision an
and with no leadershi plan. The current rulin
coalition led by the PPP has banded together not on the basis of an
principle but on the basis of expediency and desire for power.

Thus the has been p only in the dural dimer
sion of democracy beauu they have acquired power through elec
tion. But the of d —respect for rule ¢
law and core values of tol d and

remains weak. Analysts remain sceptical that the political parties, wh
have done little to promote a democratic culture internally, who pu:
sue power with little regard to the public good, whose leaders a1
unable to communicate with each other without an ‘intemation:
broker’, can provide an alternative to the military. Yet, despite polit
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cal uncertainty, the restoration of party-based representative govern-
ment is a positive devel as it aids nation-building and helps in
consensus building on issues of national significance. After the 2008
elections, the leaders of the PPP, Pakistan Muslim League-Nawaz
(PML-N) and the Awami National Party (ANP) have conducted poli-
tics by consultation and consensus building which has created an
expectation that they will be able to sustain a coalition government
and stable government-opposition relations. This transition towards
a multi-party system is still heavily dependent on the role and behav-
iour of the two larger parties, namely the PPP and PML-N. But Asif
Zardari, Nawaz Sharif and Asfandyar Wali are neither visionary nor
transformational leaders but pragmatic and deft politicians. Yet this
fragile consensus could rupture if the ‘international brokers’ (mainly
the United States) withdraw support, change direction or lose interest
in ‘managing’ Pakistan’s internal politics.

The Religious Elite

A significant change has been underway among religious institutions
and the religious leadership, which represents the fourth trend. The past
thirty years have seen the rise of madrasabs as a source of social status
and political power. It is signifi that these madrasahs have produced
a new breed of religious leaders that claim legitimacy on the basis of

holarship as well as by ing political roles. These religious lead-
ers are relatively young, mostly in their late thirties or early forties. This
rellpous ellte is not necessarily well-versed in religious scholarship but
is ini lising Islam; they have i ingly become
assertive and uncompromising in projecting their own iorm of Shari'a.
In the late 1970s and 1980s state patronage, the Afghan jihad (sup-
ported by the US and Saudi Arabia) and trading communities were
instrumental in supporting these new religious elites.*

This has greatly influenced the Pakistani political discourse as religi-
osity rather than religious principles and ethics has acquired primacy
leading to constraints on social, cultural, political and economic activi-
ties. For example, if one were to tabulate the religious congregations
that took place during the decade (between mid October and Novem-
ber each year) in Lahore and its surroundings—the Tablighi Jamaat,
Ahle-Hadith Conference, Dawat-e-Islami (Maulana llyas Qadri) and
Jamaat-e-Islami etc., the number would be a significant trend indicator.
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These ions perform sy and
messaging functions.” The critical question is: to what extent has this
religiosity fanned a jihadi culture? There is considerable evidence to
support the view that without state connivance and support from the
religious elites a jihadi culture could not have flourished in the country.
Nor would militancy have become the monster it has. In any case, the
main casualty has been the liberal political space which has shrunk as
a The i ligious elites are self-confident and
have emerged as a potent political force.

The US Factor

The fifth transformation, which has greatest significance, is the struc-
tural presence of the US in Pakistan’s policy and strategic decision-
making. Because of the closc collaboration of the Pakistani ruling
elites—military, bureaucratic, political—it has become hard to differ-
entiate between the interests of US policy-makers and these domestic
clites. In recent years the US presence has become more pervasive and
reveals a strategic shift in US thinking on Pakistan. According to media
reports, of the 240 plus members of the 2002 national assembly, thirty-
five members had US nationality.*

During the 1950s the military elites set the ball rolling with the pro-
vision of air space. This later extended to logistical support and then
intelligence gathering after 2001. Now almost all aspects of incernal
law and order, regional relations, counter-terrorism, anti-money laun-
dering and nuclear lif policies are infl d one way o1
another by the relationship with Washi Most ministries (includi
Interior, Defence, Commerce and Finance) have bilateral arrangements
with the US.? The commander of CENTCOM (US Central Command)
makes regular trips to Pakistan. Invariably, the new CENTCOM chief
first destination is Pakistan.'®

‘What all of this means is that the Pakistani state is hard put to make
a case for sovereignty so deeply penetrated that its ally is in its affairs
Pakistan's governance issucs are no longer internal, as outside help—
especially economic support—has become essential to governing the
country. Here is the paradox: while power elites collaborate, connive
and promise to lidate this I presence it leads tc
occasional official outbursts against outside interference which deepen:
the existing resentment against the US on the street. There is m fact ¢
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owing disconnect between the elites and civil society which opposes
¢ US role and presence. If this disconnect deepens and spins out of
ntrol it could rupture the carefully crafted Western encouraged tran-
tion to democracy in Pakistan.

ate Under Siege

sa of these f

q! the very structure or insti-
itional landscape of the Pakistani state has undergone change. While
1¢ of the key functions of the state is to have a legitimate monopoly
ser the means of coercion there are various parts of Pakistan where
1e writ of the state is either weak or being challenged. The Pakistani
ate is under pressure and struggling with the question of how to
:commodate competing interests while expanding its room to
ianoeuvre and restoring its writ. The critical challenge is whether it
ill be able to acquire a more legitimate basis of authority through
istitutions or a credible political leader. The answer to this question
25 in understanding the dynamics of changing relationships among
1e elites and particularly the shifting dynamics of civil and military
“lations. This complex but contradictory change among Pakistani elite
ructures is transforming civil-military relations and a new pattern is
nerging. The following sectjon will focus on these transformations.

rom Military Hegemony to Coalition Politics

or over sixty years, Pakistan has oscillated between military-hegem-
nic and dominant party political systems. Persistent and prolonged
iilitary rule has entrenched the military in politics, business and even
1e social sphere in the militarisation of Pakistani society. Despite this,
iilitary rule has never gained legitimacy among citizens. In a military-
egemonic system, the military h:n a monopoly over strategic policy
isues and decisi ki It can ipulate and dir-
ct the behaviour of polmul leaders and interest groups in a chosen
irection.

The military-hegemonic system functions via three identifiable proc-
sses: first, political control through exccutive orders/ordinances; sec-
nd, political exclusion through restrictions on parties and other
olitical groups or urban professional groups; and third, the building
f a strategic partnership with the United States. Pakistan’s history
hows that military-hegemony evokes resistance. The longer the period
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of military rule the stronger resistance movements become in th
push for free and fair elections. Upsurges of opposition and demar
for the restoration of democracy by civil society groups and politi
parties have accompanied each period of military rule (General Ay
Khan, 1958-69; General Yahya Khan, 1969-71; General Zia-ul-H:
1977-88; and General Pervez Musharraf, 1999-2008). The recurri
pattern has been that the collapse or more often a weakening of |
military regime paves the way for elections which then facilitate a tr:
sition to civilian-led party governments.
It |s dnsmssmg, however, that with each election opportunities |
ivilian-led party g have mostly been squ:
dered by Pakistan’s parties. Polirical leaders have not been success
in constructing a party system nor promoting democratic values Ce

struction of d ic values and ingrai ad ¢ culture
society is a time-consuming and long term project. A culture of resp:
for dissent, necessary for a ive form of g has

to be developed. The tendency has been for parties, when in power,
establish their dominance. In particular, the Pakistan Peoples Party |
by Zulfikar Ali Bhutto from 1971 to 1977; the Pakistan Musl
League led by Muhammad Khan Junejo from 1985 to 1988; and bc
the Benazir Bhutto-led PPP and Nawaz Sharif-led Muslim Leag
(PML-N) from 1988 to 1999, all attempted to establish political dor
nance by weakening the opposition.'!

In the post-2008 period there is a significant change. The issue is
longer projecting ‘dominance of a political party’ but maintaining
balance among multiple political parties. This is the consequence
coalition politics as no party got an overall majority in the 2008 pol
While this balance is evolving the dynamics of governance remain t
same—who gets what and how much.

The lack of development of civilian-led party rule does not insp
cnnﬁdence that the rule of law, good governance and the values

ional liberalism will be hened. Since the first gene
elections of 1970, the winning political party has adopted a po
election policy of establishing dominance rather than creating t
political space necessary for opposition parties. Each time the milita
withdrew, political leaders neither paid any attention to reform n
democratising their political parties. Personalities drove the part
instead of organisation or programmes. Both the party in power a
pposition parties pursued ional politics and failed to bu
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»nsensus on how to restrict the role of the military in politics. The
iilitary, in turn, (ook advantage of the discord among parties and
nplicitly B i rather than peration. The
arty in power focused on blishi and excludi
slitical opponents instead of devising ways to restrain the military.
The party system and representative government could not be insti-
itionalised. Thus both the military and the political parties have failed
1 creating pluralist norms and values necessary for a democratic soci-
y. Given this history, why should one expect political parties to
chave differently now? Before addressing this question, Pakistan’s
istory in the past decade must be examined.

General Pervez Musharraf assumed power in October 1999, over-
wowing the civilian government of Prime Minister Nawaz Sharif.
rom 2002-2007, Musharraf enhanced presidential power via consti-
itional amendments and ordinances and ruled by decree, confining the
sle of the legislature to that of a decrec-stamping institution.'? Until
006 he maintained a political order that created a semblance of stabil-
¥, but 2007 was perhaps the worst year in Pakistan’s legal and politi-
al history. In that year the president misused his powers through a
:ries of unlawful acts: on 9 March 2007 he dismissed the Chief Justice
f Pakistan, and on 9 November 2007 he issued a decree firing over
xty judges of the superior judiciary.'* Musharraf then managed to get
»-elected as President in his capacity as both the Chief of the Army and
:rving general. Lawyers’ protests were ruthlessly suppressed.'*

Under domestic and international pressure, Musharraf announced
1at elections would be held on 7 January 2008. Political parties respon-
ed by demanding the return of exiled leaders Benazir Bhutto and
lawaz Sharif. They also initiated a consultative process which led to
1e signing of the Charter of Democracy. Through this charter, they
greed to work together to restore democracy, seek independence of
1e judiciary and curb the political role of the military. On § Ocrober
007, Musharraf issued the National Reconciliation Ordinance (NRO),
shich exonerated political leaders from charges in cases of corruption.
"his paved the way for the return of these leaders especially Bhutto,
/hich came to be known as the Musharraf-Bhurto deal.

As the election campaign progressed, key electoral issues included
estoration of judges, the curtailment of presidential powers, disen-
agement of the military from politics, recognition of terrorism as a
ational issue, the use of political engagement rather than force to deal
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with religious extremists, the transfer of power to elected represen
tives and the supremacy of the legislature.

On 18 October 2007, Bhutto returned to Karachi to a rousing rect
tion. Although she narrowly survived a suicide bomb at her welco
procession, the bomb killed over 100 participants.' Bhutto continu
to campaign despite threats to her life. On 27 December 2007, Bhut
met a tragic death in a bombing of her election rally in Rawalpin
This became a defining moment in Pakistan’s history. It sparked ang
and a wave of sympathy not only for her party, the PPP, but also ott
political leaders. Bhutto’s death intensified the revolt of urban prof
sionals, which had been simmering since the removal of the Ch
Justice in March 2007. The lawyers’ protests gave new meaning to t
electoral process. Bhutto’s death jolted Pakistan and precipitated
expectation among the people (hzt polmcal party lcadcn would sei
this to order.

For almost two decades, Bhuno was centre stage, regardless
whether she was in or out of power, within or outside the country. §
showed r.ouragz and i maynanon in conlronung military rule and
the process facilitated a d ion. By winning two el¢
tions in 1988 and in 1993 she assumed the office of Prime Minister
distinction in Pakistani politics. In the eyes of many, she was poised
win the 2008 electi Despite her di
Prime Minister, the promise and mystique of her leadershnp persuu
Her ten weeks of electoral campaigning from 18 October 2007 to |
December 2007 demonstrated how, despite threats to her life, she g/
vanised the PPP base across the country. In her speeches and inu
views, she courageously attacked religious extremists and terroris
She iorufully argued that democracy was the only alternative to :

ian military di hip. At the time of her death, she h
re-emerged as the most popular political leader in recent history.

Her death was followed by massive protests and violence, creati
much uncertainty. Elections were delayed by a full month, yet that d
not diminish the PPP support base. The party secured victory even il
did not gain an overall parliamentary majority. Bhutto’s husband, A
Ali Zardari emerged as the strongman of the party. Despite a ps
tainted by ion allegations he showed iderable political ac
men in the period following Bhutto’s death.'* He has also been ade
in consolidating control over the party and has sought reconciliatic
with the other major parties, particularly the Awami National Pai
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(ANP), the PML-N, the Jamiat Ulema-e-Islam (JUI) and even the Mut-
tahida Qaumi Movement (MQM). In June 2008, the MQM joined the
provincial government in Sindh.

The outcome of the 2008 elections raised expectations that Pakistan
would move away from a dominant-party system to a multi-party system
where the PPP, PML-N, ANP, JUI and MQM would work as coalition
partners. Each has a different agenda and support base yet they seem to
agree on the idea of a minimal consensus. The politics of coalition build-
ing are not new to Pakistan and alliance-forming coalitions have
emerged as effective oppositional groups. In the 1960s, 70s and 80s,
politicians built alliances that became formidable opposition movements.
This gave rise to both military-hegemonic and party-dominant regimes.

The 1990s saw Pakistan's political parties and their leaders pursue
the politics of regime confrontation, elite manipulation and even street

itation, but not iliation and Thus ining coali-
tions that would lead to politics of accommodation, consensus build-
ing and national reconciliation remained weak. Today, the multi-party
coalition led by the PPP remains tenuous but holds the promise of set-
ting a new direction for coalition politics.

Leaders of the PPP, PML-N, MQM and ANP seem to be learning
that politics is about promise, bargain and But increas-
ingly coalition parties have begun to reveal three disturbing trends.
First, leadership is increasingly dynastic. Second, these parties are a
coalition of landed elites, business groups, tribal elders and religious
groups. Third, these leaders are driven by considerations of personal
gain and power rather than public good and institution building. The
leaders are reluctant to change the status quo despite their apparent

that their supp expect them to work together to
improve security and governance, provide justice and reduce poverty.

In spite of these worrying trends, there are at least six reasons why
coalition politics may lead to the development of a multi-party system.
First, even though the three major political parties, the PPP, PML-N
and ANP, were quick to build a consensus against President Mushar-
raf, the parties differed in their approach to his removal from office.
The PML-N was vocal in demanding Musharraf’s removal (and are
currently demanding his trial) and the reinstatement of the judges,
while the PPP was less confrontational and searched for ways to define
a basis for a workable relationship with Musharraf. The PPP also
wished to dilute the issue of the restoration of the judges, which
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strained the coalition, as the PML-N’s expectation was that the judy
would be promptly restored. When that did not happen, the PML-1
ministers resigned from the coalition and the party withdrew from t
government. This jolted the coalition, and the PML-N chose to becoi
the opposition party in the National Assembly.' The transition b
been bumpy and is likely to remain so.

Second, there are indications of an i on the poli
cal role of the military. The political parties remained focused
ensuring the removal of Musharraf, who resigned in August 2008. }
departure helped define power-sharing with the military rather th
establish the supremacy of the civilian leaders. The Chief of Army St
(COAS), General Ashfaq Parvez Kayani, took a number of steps, su
as withdrawing serving military officer from civilian positions.'”

Third, there appears to be a realisation among the leaders of t
political parties that they must refrain from repeating the mistakes
the 1990s when confrontation between the PPP and PML-N paved t
way for military intervention. Therefore, despite the confrontatior
politics and brinksmanship at the height of the lawyers’ protest
2008, the PPP and PML-N leaders kept the channel of communicati
open. The leadership of the parliamentary parties seemed eager to st
tain the dialogue in order to dispel any mistrust. This spirit was b
reflected in the adoption of the Eigh h Amend which swe
away Musharraf’s constitutional changes.'

Fourth, there is a strong desire among leaders who were either jail
(for example, Asif Ali Zardari) or compelled to go abroad (such
Nawaz and Shahbaz Sharif) to ensure that no one will be forced in
exile or put in prison. This has helped improve the levels of tn
among political leaders, with the bonds of prison and past exile givi
new meaning to the politics of coalition building. Nawaz Sharif co
veys the image of a confident but confi ional and hat de
ant leader who remained focused on the restoration of judges ai
Musharraf’s removal. Zardari appears calm, calculating and somewh
tentative but tenacious and leaning toward reconciliation. Both set
to understand that the politics of mass mobilisation could unlea
social forces that can quickly become uncontroliable. For public pc
turing time and again Nawaz Sharif has engaged in a war of words b
shown restraint in taking to the streets in protest.

Fifth, party leaders, despite the serious differences in their approachi
have evolved a in isi ism as Pakistan’s ov
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oblem, and the need to curb militants, particularly the Tehrik-i-Tal-
an Pakistan (TTP) and others who provide sanctuary to al Qaeda."”
1is implies that the various leaders are, through consultation, reposi-
»ning themselves on how to handle extremism. While still evolving,
e retention of a balance between engagement with the militants and
e application of force is of critical importance. It is this balance
stween engagement and force that has improved levels of trust or
xcessitated teamwork between the civilian and military leadership.

Finally, since the middle of 2006, the US and Pakistan have been
viewing and reassessing their anti-terrorism policies in the tribal
‘eas of Pakistan. In addition to pressing Pakistan to intensify military
serations in these areas Washington also initiated dialogue with ANP
ader Asfandyar Wali, who was invited to meet with the State Depart-
ient and CENTCOM.* During 2007, US Deputy Secretary of State
»hn Negroponte visited Pakistan three times; these visits were sup-

d by those of congressional leaders. Besides conducting regu-

r ings with Pakistani g officials, the Deputy Secretary
1d congressional leaders also met the heads of almost all the major
olitical parties. In 2008, the United States embarked on a three-
ronged approach to reset its policy toward Pakistan. The Pentagon,
repartment of State and House and Senate leadership acted in concert
» engage the Pakistani civil and military leadership on wide-ranging
omestic and bilateral concerns.?' This has deepened and expanded the
:ale and interactions of Pakistani and US officials.

In July 2008, President Bush invited Prime Minister Gilani to Wash-
1gton, and in November President Zardari attended a UN forum on
1¢ ‘Culture of Peace’. Gilani and Zardari both made efforts to assure
IS policy-makers and the global community that the civilian leader-
1ip of Pakistan was determined to combat terrorism and needed sym-
athy along with financial support.2? Relations have continued to grow
12009 with an official visit to the US by President Zardari to negoti-

te issues ranging from supp g d y to
*form to combati ism, a p g sign for the ition to
and evol of a multi-party system.

The PPP-led coalition government is now in the third year of its rule.
iut corruption, violence and sectarian strife continue to deepen the
risis of g Despite signifi political achi includ-
ng the passage of the Eig} h A d the seventh National
‘inance Commission Award (which governs the distribution of resour-
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ces between the four provinces) and a B‘lochlmn pzckm (econon
and other to address p after Mush

use of force there) the regime’s public stock has been low on gccou
of its weak governance and its inability to solve the deepening ener
crisis, rising inflation and unemployment levels. All of this h-s erod
public confid in party g and d B F

its poor and insensitive handling of the worst floods in Palusnn‘u h
tory in the summer of 2010 could turn out to be a watershed for t
resurgence of the mlhtary and even the demise of party rule.

Given these ch d of civil-military relati what s
the prospects of d i lidation? There are many indic
tions that despite serious crises civil-military relations are undergoi
an important transformation. This is borne out by several develo
ments. In July 2010 Prime Minister Gilani ended rising speculatic
about General Kayani by granting him a three-year extension. Tt
suggests an improved level of trust between the civil and military lea
ership that is helping to define the parameters of their evolving rel
tionship.** In theory and constitutionally this establishes the norm
the supremacy of civilian leadership. The past had seen a tus
between the president and the prime minister over who has the rig
to appoint the Chiefs of the Armed Forces and the Chairman of ¢
Joint Chief of Staff. Although the constitutional position on the iss
has always been clear both Benazir Bhutto and Nawaz Sharif as prir
ministers found limits to their authority in this regard. The prime mi
ister and the president should through mutual consultation develop
consensus on the selection of service chiefs.” In reality, they ha
quarrelled over this marter. This reflects the weakness of the civili:
leaders and the power of the military.

However, once the Chief of Army Staff is selected he assumes ti
role of an arbiter, sometimes broker, and of course a potential intt
vener in the country’s political process. What role the Chief of Amn
Suff (COAS) chooses to play depends on three factors: his person

political ci and the corp interests of ¢

military. Seen from this perspective General Kayani has been caref
and discreet so as to reveal little about his political or ideologic
beliefs except on national security issues. He went public in statii
that the Pllusun military is ‘India-centric’ in its onentanon ar
h.26 N lly and i ionally he is ised as a ‘pr
fess-onal soldier’. In 2009 Time magazine declared General Kayani
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the ‘most influential General in the world’.” Officials who have
worked with General Kayani convey that he is calm, calculating, and
prudent and keeps his cards close to his chest.

Genenl Kny-m nrmd Mnshan’af‘s trust and confidence after he

d the pts on the former
President in 2003 with professional and utmost d
Consequently, he was appointed as the head of the Inter-Services Intel-
ligence (ISI) in 2004 and held that position till 2007. Earlier in his
career he had briefly served in the office of the military secretary to
Prime Minister Benazir Bhutto. This position provided him an oppor-
tunity to witness first hand political elite interactions and decision-
making. Given his association with Musharraf and Bhutto he was
ideally positioned to play a pivotal role in their ‘reconciliation’ in
2007. He also demonstrated the courage of his conviction on 9 March
2007 when Musharraf and his close aides read out a charge sheet to
Chief Justice (C]) Iftikhar Mohammed Chaudhry, asking him to step
down. Kayani was part of that team but remained silent throughout
the meeting and refused to present an affidavit to the Supreme Court
in the reference Mushacraf had filed against the C] and others.?*

Kayani has shown vigour and determination in conducting effective
counter-terrorist operations in FATA and Khyber Pakhtunkhwa. In the
post-Musharraf phase General Kayani had also carefully rebuilt the
image of the military and strived to win the trust of his troops and the
people. For example, as COAS, one of his first acts was to raise the
salaries of Junior Commissioned Officers (JCOs). Furthermore he
announced that the Army will not interfere in politics and political
decisions. He has cultivated an image of staying aloof from politics but
on issues of security and foreign policy—particularly the strategic dia-
logue with the US—he has taken charge. In this regard he took the
unprecedented step of calling and presiding over a meeting of the fed-
eral secretaries at General Headquarters (GHQ). This earned him the
distinction of being the first and the only COAS who summoned a
meeting of the country’s top civil servants in the presence of a civilian
democratic government.?”

Simultaneously, Kayani has played a key role in moving the US-Pa-
kistan strategic dialogue forward, while gradually gaining American
trust and confidence. He has become the person who most important
officials in the Pentagon, the White House and NATO want to com-
municate with when deciding matters relating to Afghanistan and
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other regional security issues. A different kind of example of his power
is provided in the i di h of the terrorist attack on Mum-
ban President Zardari wanted to send the ISI head to India to calm
down New Delhi but Kayani swiftly vetoed that. The person calling
the shots on policy towards India is Kayani.®

It is evident from this that on defence and foreign policy the military
retains hegemony. But this is also a reflection of the lack of competence
and ability on the part of the civilian leaders in this sphere. A different
kind of interpretation would argue that by allowing this space on
external policy to the COAS the civilian leadership is delineating policy
arenas where it accepts a legitimate military voice.

Conclusion

Against this backdrop the future of civil-military relations holds both
the promise of change and the peril of business-as-usual. Continuity is
indicated on strategic policy issues on which military hegemony will
likely persist. This means that the military can be expected to play the
decisive role in navigating defence and foreign policy and determining
strategic decisions, while the civilian government will handle the
economy and issues of ‘low” polmcs at home An opnm\snc interpreta-

tion could be that civil-military are i g because an
improvement in the trust level between the cmllan and mnhury elites
reduces the possibility of a military coup. So while the military’s pri-
macy in decision-making on strategic issues is conceded by the civilian
regime, in return it would expect the military to support the political
government and enable it to complete its parliamentary term.

In the short term a system of power sharing seems to be evolving
rather than military subordi to civilian sup At this stage
the political leaders may concede that power sharing is a short term
but unavoidable goal. The hope is that as the electoral process becomes
a regular one and political parties pursue internal reform to democra-
tise their internal structures they may over time be able to provide a
viable alternative to military hegemony. This would happen, if the
political elites and political parties d the will to h
the party system; improve governance and rule of law; prioritise citizen
welfare policies and the media and judiciary band together in promot-
ing accountability and dispensing social justice. However, until then
civil-military relations in terms of power and authority will remain
skewed even if there is greater mutual trust between them.
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Ziad Haider

What role has Islam played in Pakistan's evolution? Has the issue of
religion that has been used for mulriple objectives—from nation build-

ing to strategic ity duced a deadly blowback that is now
confronting Pakistan with unprecedented challenges? This chapter
dd these vital questions by providing a political and cultural

understanding of the role of ideology in Pakistan to argue that its via-
bility as a state depends in large part on its ability to develop a new and
progressive Islamic narrative. The question is not whether religion has
a role but how it can be ch Iled as a force for progressive change.

Contested Idea

Pakistan was a contested idea at its birth in 1947. Having lost their
privileged status when the British supplanted India’s Mughal rulers,
Indian Muslims divided in responding to their deepening cultural and
political insecurity under colonial rule. Culturally, a schism emerged

*Based on the author's The Ideological Struggle for Pakistan, from the essay series by
the Herbert and Jane Dwight Working Group on Islamism and the Intemational Order,
with the permission of the publisher, Hoover Institution Press. © 2010 by the Board of
Trustees of the Leland Stanford Junior University.
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between the Aligarh tradition, which balanced selectivel b
Western notions of modernity and learning with retaining an Islamic
identity, and the Deoband tradition, which re]ected ‘Western mores as
a deviation from religious orthod Politically, as the inds d
struggle gathered pace, Muslims divided into three main groups. The
first, affiliated with the Indian Congress Party, advocated territorial
nationalism. The second was affiliated with the All-India Muslim
League led by Mohammad Ali Jinnah, which contended that Muslims
had a special identity that would be erased in a Hindu-majority
India—an argument that evolved from calls for political safeguards
and a federation to an eventual demand for a separate Muslim home-
land. The third included the religious parties that shared the Muslim
League's concerns but opposed a separate Muslim homeland on the
grounds that the ummah should not be divided by the dubious concept
of a nation-state. Ultimately, the Muslim League prevailed and Paki-
stan was carved out of the subcontinent.

The irony of the dedicated struggle for Pakistan was the ambiguity
over the end goal. As Ayesha Jalal hzs argued the lack of consensus
over Pakistan’s ideological and was vital to its
establishment:

Jinnah's resort to religion was not an ideology to which he was ever committed
or even a device to use against rival communities; it was simply a way of giving
a semblance of unity and solidity to his divided Muslim constituents. Jinnah
needed a demand that was spoaﬁally ambiguous and imprecise to command
general support, lly Muslim though ific in every
other respect. The lmennnmlly obscure cry for a ‘Pakistan’ was contrived to
meet this requirement.'

This ambiguity played out in the pivotal 1945-46 elections in which
the Muslim League was able to demonstrate that it was the sole repre-
sentative of India’s Muslims and Jinnah the sole spokesman. Jinnah
and many of the Muslim League’s leaders, though secular in their per-
sonal orientation, invoked Islam to make their case for an un
Pakistan to Muslim voters.?

Proponmu of Jinnah's secular vision for Pakistan often point to his

peech delivered before the Consti A bly three days
before mdepandenu on 11 August 1947:
You are free, free to go to your temples; you are free to go to your mosques o1
to any other places of worship in this state of Pakistan. You may belong to any
religion or caste or creed that has nothing to do with the business of the
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state..... In the course of time Hindus would cease to be Hindus and Muslims
would cease to be Muslims, not in the religious sense, because that is the per-
sonal faith of each individual, but in the political sense as citizens of the
State.”

The speech’s inclusive message, however, has been diluted with
time.*

The climax of this ideological debate in Pakistan’s early days was
the adoption of the Objectives Resolution in 1949. The Resolution laid
out the principles for Pakistan’s future constitution, notably calling for
a state wherein ‘the principles of democracy, freedom, equality, and
tolerance as enunciated by Islam shall be fully observed’ and ‘the Mus-
lims shall be enabled to order their lives in the mdmduzl and collective
spheres in d with the teachings and of Islam as
set out in the Holy Quran and Sunnah’.’ The Resolution injected reli-
gion into the core of Pakistan. Such a formal association between Islam
and Pakistan was in many ways natural but it was the subsequent
manipulation of religion for political and strategic ends that sadly
emerges as a central theme in Pakistan’s Islamic narrative.

In reflecting on the rampant religious extremism and sectarianism
wracking Pakistan today, many liberal Pakistani commentators wist-
fully point to how far Pakistan has deviated from Jinnah’s original
vision. But Jinnah was ultimately part of a movement that was shaped
by cm:umslances and alllances—one that evolved from fashioning an

itabl for India’s Muslims
to securing an independent nation. Indeed, throughout the movement,
there never was a uniform vision of Pakistan or the role of Islam. This
means that Pakistan was and remains a product of contesting visions.

Fortifying a Nation

After ind. d Pakistan’s leadership was faced with the daunting
task of defending and lidating a d state against real and
perceived external and internal rhreats The Pakistan that emerged
from the ravages of Partition isted of an ethnically fi d West
and East Pakistan divided by a thousand miles of Indian temrory
Many Muslims had ined in India, undi ing the

theory of Mushms n«dlng a separz(e homeland. Looming over this
ideological and terri bility was the iction that an
irrevocably hostile India was bent on unraveling Pakistan, as it contin-
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ued to stonewall on the delivery of Pakistan’s vital and due share of
resources inherited from the British. It was in this atmosphere of inse-
curity that Pakistan’s rulers embarked on the process of using Islam tc
fortify a nation.

An early manifestation of this was to leverage the notion of jibad i
shoring up the country’s borders. Squaring off against India over the
disputed territory of Kashmir in the hour of their separation, officers
in the Pakistan Army involved in the Kashmir operation of 1947-4¢
invoked jihad to mobilise tribesmen from the frontier and send ther
to raid and seize Kashmir; the government in turn called on religiou:
scholars to issue supportive fatwas or religious decrees. This was to b
the beginning of a longstanding state policy of using religiously moti
vated proxies to asymmetrically secure political and territorial gain:
vis-a-vis a seemingly hegemonic India.

The notion of jihad has historic roots in Pakistan's frontier in par
ticular. In Partisans of Allab: Jibad in South Asia, Ayesha Jalal describe:
the Deoband-inspired Sayyid Ahmad’s jihad against the Sikh empire ir
his quest for an Islamic state in the northern areas as a landmarh
event.” In the early days of Pakistan, the Army—though defined by
secular British military tradition—tapped these jihadi sentiments a:
part of its campaigns. Unsuccessful in wresting away Kashmir in 1948
the Army again sent irregular forces into Kashmir in 1965 only to figh
an all-out war resulting in a stalemate.

Just as Islam was leveraged in response to the external threat o
India, it was also used to tackle internal challenges, from discrediting
political adversaries to unifying a divided nation. As early as 1953
Jinnah's vision of a pluralistic Pakistan was challenged by street pro
tests calling for a declaration that Ahmadi ! of an allege
nineteenth-century messiah called Mirza Ghulam Ahmed—were non
Muslims. The protests were orchestrated in part to destabilise [
federal government by calling for the resignation of Pakistan’s firs
foreign minister, Sir Zafarullah Khan, an Ahmadi.

It was in this explosive environment that the 1954 Munir Report
authored by two justices of the Federal Court, was issued, i
perhaps the most far-sighted warning about ideological dangers. Call
ing on the government to refrain from declaring Ahmadis as non
Muslims, the report cautioned against the notion that Pakistan was a:
Islamic state and that the state should define who is a Muslim; thi
would only foment charges of apostasy, divide the nation, and b
inconsistent with Jinnah’s vision of an inclusive polity:
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The result of this part of inquiry, however, has been anything but satisfactory
and if considerable confusion exists in the minds of our ulama [religious schol-
ars) on such a simple marter, one can easily imagine what the differences on
more complicated matters will be.... Keeping in view the several different defi-
nitions given by the ulama, need we make any comment except that no two
leamed divines are agreed on this fundamental.

These words were to fall on deaf ears. In 1974, Ahmadis were offi-
cially declared non-Muslims through a constitutional amendment.

In a similar strain, during the first indirect presidential elections held
under Ayub Khan in 1965, Khan’s allies sought to discredit his adver-
sary, Fatimah Jinnah—the Quaid’s sister—by having a fatwa issued
that Islam did not allow a female head of state—a refrain that would
echo decades later about Benazir Bhutto—Pakistan’s first female prime
minister. Such attempts to Islamically delegitimise political players and
segments of civil society—be it Ahmadis or later the Shi‘a—has assu-
med an increasingly lethal undercurrent in Pakistan as many militants
pave the way for killing their fellow Muslim citizens through takfir or
declaring them as non-Muslims.

A more legitimate challenge facing Pakistan’s political and military
clite was how to unify a fractured state. For many, despite their secular
orientation, the answer lay in the systematic promotion of an Islamic
ideology as part of a top-down nationalist project.' Upon assuming
power, Ayub Khan in a 1960 Foreign Affairs article spoke of his inten-
tion of ‘liberating the basic concept of our ideology from the dust of

"' Elaborating in his bi hy on a people’s need for
an ideology, he stated, ‘they will have tremendous power of cohesion
and resistance. Such an ideology with us is obviously Islam. It was on
that basis that we fought for and got Pakistan, but having got it, we
failed to define the ideology in a simple and understandable form....""*

The execution of this thinking was parochial as illustrated in the
education sector. As taught in whools. rhe hls(ory of Pakistan was no
longer a product of a ! ing strug-
gle or the subcontinent’s syncretic and shared Hnndu Muslim heritage,
bul an almost inexorable culmination of the arrival of Islam on the

d Notions of implacable Hindu and Indian hostility were

reinforced.

But Ayub Khan’s vision of Islamic ideology did not go unchallenged.
In the spirit of the Munir Report, Huseyn Shaheed Suhrawardy, who
briefly served as Pakistan’s prime minister from 1956 to 1957, argued
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that an emphasis on ideology, ‘would keep alive within Pakistan the
divisive | ions by which the subconti was riven before
the achievement of independence.” Instead, he argued for a Pakistan
with ‘a durable identity between government and people derived
through the operation of consent’—a vision that has yet to prevail.

Ideology and Integrity

Under Ayub Khan’s military successor, General Yahya Khan, develop
ing an Islamic identity for Pakistan’s unity and defence remained para:
mount. Brigadier A. R. Siddiqui, head of military Inter-Services Public
Relations, described the ideology and rhetoric espoused as follows:
Expressions like the ‘ideology of Pakistan’ and the ‘glory of Islam® used by the
military high command were becoming stock phrases.... They sounded mor
like high priests than soldiers when they urged men to rededicate themselve
to the sacred cause of ensuring the ‘security, solidarity, integrity of the countr;
and its ideology.”*

Seeking to retain power, Yahya Khan utilised the intelligence agen
cies to orchestrate attacks by Islamic parties against the two majo
political parties—the Awami League and the Pakistan People’s Party
Both were accused of being un-Islamic for their secular and socialis
beliefs. Suspicious of its own Islamic political allies such as the Jamaat
e-Islami, the regime even encouraged the emergence of other counter
vailing Islamic groups. As political and ethnic tensions boiled over it
East Pakistan, the military | hed a ign that d ded into :
full-blown civil war leading to Indian intervention.

The war in 1971 was framed as a struggle for Pakistan's Islami
identity, threatened now by the Bengalis of East Pakistan, who thougl
Muslims, were periodically depicted as corrupted Muslims and in col
lusion with Hindu India. As in previous wars, religious zeal was sys
tematically employed to motivate soldiers and frame the cause. Genera
A. A. K. Niazi, who led the forces in East Pakistan, invoked the ‘spiri
of jihad and dedication to Islam’ that would enable the defeat of &
enemy ‘whose goal and ambition is the disintegration of Pakistan.”
The Jamaat-c-Islami was enlisted in East Pakistan in helping launc
two paramilitary counterinsurgency wings. The enemies of Pakistar
according to Yahya Khan, were doing ‘their level best to undo our dea
countryl,] ... a people whose life is pulsating with love of the Hol
Prophet.... [Ejveryone of us is a mujabid {holy warrior]."”
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The 1971 war ended in catastrophe for Pakistan. East Pakistan sepa-
rated, becoming Bangladesh, while nearly eighty thousand Pakistani
soldiers became prisoners of war. Pakistani fears of India’s hegemonic
designs deepened; Ayub Khan and Yahya Khan's use of Islam to pro-
mote Pakistan’s ideology and integrity failed; the rhetoric masked
military interventions that weakened civilian rule, papered over legiti-
mate ethnic grievances, and resulted in the loss of over half the nation.
As in the wake of previous crises, an invaluable opportunity arose in
the ashes of defeat to create a new national narrative.

Bhutto’s Islamic Socialism

The task of defining this new narrative fell to Zulfikar Ali Bhurto—the
first civilian politician to rule Pakistan after nearly fifteen years of army
rule. Having formed the Pakistan People’s Party (PPP) only four years
carlier, Bhutto ascended to power on a populist platform embodied in
the slogan ‘roti |bread|, kapra [cloth], makan [house]’. Like his pred-
ecessors Bhutto had to wrestle with questions of Islam and ideology.
Some contemporary commentators pointed out that the separation of
East Pakistan had resulted in a more compact entity where Islam was
presumably no longer needed to bind the state. Unity could have
derived from a robust d ic process dating political and
ethnic differences and looking toward ‘geological, geographic, ethnic,
and historic grounds for regarding the Indus Valley and its western and
northern mountain marches as a distinct national unit separate from
the rest of South Asia."* The Islamic parties, however, vociferously
attacked Bhutto and his socialist ideology as a threat to Isiam. Bhurto
settled on the concept of ‘Islamic socialism’ as his defining manifesto
to stave off his critics on thc rclngnous nghl and to create a new
national ive that promisingl ged core Islamic principles of
justice, equity, and povzrry alleviation to tackle a developing nation’s
fund oo i chall

Yet with the passage of time Bhutto’s regime adopted a more con-
servative bem—z posture fuelled by his insecurity vus-a-ws the military
and his d Bhurto introduced a ban on alcohol
and gambling and made Friday a non-work day. In 1974, unwilling to
stand up't to street protesrs by the Islamic parties against Ahmadis he

d a d that declared Ahmadis non-
Musluns For the first time in the country’s history, a minister for reli-
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gious affairs was appointed to the central cabinet. Eager to burnish his
Islamic credentials, in 1976, Bhutto invited the Imams of the Prophet’s
mosque in Medina and the mosque at the Ka'ba—two of Islam’s holi-
est sites—to visit Pakistan.

Bhutto’s Islamic orientation was also reflected in his foreign policy. In
1974, Bhutto hosted a major Organisation of Istamic Conf meet-
ing in Lahore, reorienting Pakistan away from South Asia and toward
the Middle East. Following India’s allegedly ‘peaceful nuclear explo-
sion’ in 1974, Bhutto launched Pakistan’s nuclear weapons program,
rhetorically declaring, ‘There’s a Hindu bomb, a Jewish bomb and a
Christian bomb. There must be an Islamic bomb."* In light of Paki-
stan’s led border with Afghanistan that divided a restive ethnic
Pashtun population between both ies, the Bhutto g
also began to support two Afghan Islamist militias to gain leverage over
Kabul on the border issue: Burhanuddin Rabbani’s Jamiat-e-Islami and
Gulbuddin Hekmatyar’s Hizb-e-Islami. The decision was to have far-
reaching consequences. Both militias played a key role in the uprising
against the Soviets.

Ultimately, Bhutto’s promise of Islamic socialism was compromised
by narrower political and foreign policy objectives as he failed to fully
realise a new and progressive national ideology. In the wake of ram-
pant street agitation led by the Islamic parties in conjunction with ele-
ments in the military, General Zia-ul-Haq deposed him. It was Zia
who would initiate the wholesale process of converting Pakistan to an
Islamic state.

Islamisation of Pakistan

General Zia's decade in power was a setback for a faltering democratic
process and ushered in an era of religious obscurantism that affected
every facet of domestic life and foreign policy. In his very first speech
as Chief Martial l.aw Administrator after removing Bhutto from
power, Zia, who was sincerely devout, described himself as a ‘soldier
of Islam’ and spelled out his vision: ‘Pakistan, which was created in the
name of Islam, will continue to survive only if it sticks to Islam. That
is why 1 consider the introduction of Islamic system as an essential
prerequisite for the country.”® As such, in contrast to Ayub Khan and
Yahya Khan, who saw Islam as part of an ongoing and overarching
nationalist project, Zia saw Islam as part of a revolutionary process to
overhaul Pakistan.
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The domestic impact was manifold. Beginning with the Army, Zia,
upon being appointed Army Chief by Bhutto, changed the slogan of
the Pakistan Army to ‘Iman [faith), Tagwa [piety), and Jibad fi Sabil
Allah [jihad for the sake of God]’. Officer evaluation forms included a
box of comments on an officer’s religious sincerity. Proselytising groups
such as the Tablighi Jamat linked to the Deobandi tradition enjoyed
greater access to military officers and civil servants. Like his military
predecessors. Zia cynically used the Islamic parties as a counter to his
civilian political foes but also extended them unprecedented political
patronage, initially appointing a number of Jamaat-c-Islami members
to head key ministries. In the process, Zia also politicised other Islamic
parties that had largely ined apolitical and emp: d them.
Along with separate clectorates being introduced for non-Muslims,
registration criteria that excluded most secular parties were introduced
during elections.

Zia’s Islamisation also encompassed Pakistan's judicial system. The
government constituted provincial Shariat benches at the High Court
level and an appellate Shariat Bench at the Supreme Court level tasked
with deciding if any parliamentary law was Islamic or not and whether
the government should change them. Particularly troubling was the
introduction of the Hudood Ordinance based ona dnstoned under-

standing of Quranic injunctions and introd h such as
flogging, stoning and amputation (albeit pumshmems that the state
never applied). The ordi ’s most lication was and

remains the imprisonment of female rape victims on the grounds of
adultery. An effort was also launched to Islamise the education sector.
In 1981, the University Grants C ission issued the following direc-
tive to prospective textbook authors: .

-..to demonstrate that the basis of Pakistan is not to be founded in racial, lin-
guistic, or geographical factors, but rather in the shared experience of a com-
mon religion. To get students to know and appreciate the Ideology of Pakistan,
and lo popularize it with slogans. To ;ulde students towards the ulnmate goal
of P; he creation of a ! lamicized Srate.

The underlying motive behind these various genuine and cosmetic
‘reforms’ was a moral zeal that animated Zia. Islam was no longer just
an overarching ideology to harness to unify and to defend the state; it
was the road to salvation. Decrying endemic corruption and economic
ills in Pakistan in a 1979 interview, Zia stated: *In the last thirty years
in general but more so in the last seven years there has been a complete
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erosion of the moral values of our society.... Islam from that point of
view is the fundamental factor.”2

Under Zia a similar moral zeal characterised Pakistan’s central for-
eign policy preoccupation in the 1980s: the Soviet invasion of Afghan-
istan. During Zia’s rule, Pakistan became a staging ground for the war
against the Soviet Union, which was characterised as jihad. In this
effort, the Pakistani military leveraged the proxy Islamic groups it had
backed since the 1970s, providing them with arms and financing in
coordination with the US and Saudi Arabia, among other states. Hek-
matyar’s Hizb-i-Islami, in particular, was a favourite of the Inter-
Services Intelligence (IS1), which spearheaded the covert operation in
Afghanistan.

Ulti ly, Zia’s goal in forming a limited Islamist rebellion
into a full-scale jihad was to extend Pakistani influence into Afghani-
stan in light of its historic territorial concerns, secure significant assist-
ance by helping the US bleed its Cold War adversary, and allegedly ‘tc
make Pakistan the source of a natural Islamic revolutionary movement,
replacing artificial alliances such as the Baghdad Pact.” “This would be
the means,’ inued one of Zia’s confid in describing his vision.
“of starting a new era of greatness for the Muslim nations of Asia anc
Africa.’®

In pursuing these strategic goals, the Zia regime with internationa
aid systematically cultivated a virulent strain of Islamist ideology ir
Pakistan. The ISI made right-wing Islamic parties such as the Jamaat
¢-Islami and Jamiat Ulema-e-Islam key partners in recruiting among
the millions of Afghan refugees in Pakistan and students at religiou:
schools or madrasahs—lionising those who voll d as mujahid.
fighting in the name of God. In the process, these parties developec
extensive networks throughout Pakistan and deepened their influence
Students from impoverished backgrounds at the madrasahs wer
taught an obscurantist understanding of Islam with no modern sub
jects, making them easy prey for their handlers. Meanwhile, Saudi an¢
United States funding directly facilitated this indoctrination. Fron
1984 to 1994, for example, the United States Agency for Internationa
Development gave a $51 millien grant to the University of Nebraska
Omaha to develop textbooks filled with violent images and militan
Islamic teachings as part of a covert effort to inspire anti-Soviet resist
ance. Zia further opened Pakistan's doors to volunteers from all ove
the world who participated in the jihad in Afghanistan and who estab
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lished offices, raised funds, and issued statements on Pakistani soil.
Pakistan became the epicentre of a global jihad movement.
Alonplde tl'us jihadi culrure, Pakistan under Zia witnessed an
d rise in again triggered by both exter-
nal and internal factors—which has claimed tens of thousands of lives
in Pakistan. Externally, in the wake of the 1979 Islamic revolution in
Iran, the Khomeini regime began exporting its revolutionary message
across the Muslim world. Neighbouring Pakistan became a battle-
ground in a ‘transplanted war’ between Iran and Saudi Arabia that
sought to limit Shi‘a influence—a struggle that violently played out
among a hydra of sectarian groups. On one side was the Iranian-
backed Tehrik-i-Nifaz-i-Figh-i-Jafria (Movement for the Implementa-
tion of Shiite Religious Law); on the other were Sunni extremist groups
such as the Sipah-e-Sahaba, ideologically equipped with fatwas issued
by Deobandi seminaries in Pakistan and India declaring the Shi‘a as
apostates. Sipah-e-Sahaba’s political demand was that the state should
declare the Shi‘a—15-20 per cent of Pakistan’s population—non-Mus-
lims through a constitutional amendment, as done with the Ahmadis.
The cumulative effect of the Zia years in Pakistan was not just a
wholesale Islamisation of the Pakistani state to varying degrees but also
the explosion of a jihadi and sectarian culture in response to external
forces that were nurtured for political and ideological reasons. It was
in the throes of this period that Pakistan’s drift into extremism began.

Decade of Instability
Upon the demise of General Zia in 1988, Pakls(:n emered a tumultu-
ous decade of political instability, near b ional isola-
tion, and a hardening jihadi culture—a period during which it
remained dangerously adrift.

The decade saw four ive d 1

ing twice under Benazir Bhutto and Nawaz Shnnl—come crashing
down before any could finish a full term. The jostling among Pakistan’s
power troika—the Army Chicf, the ident, and the prime mi

kept Pakistan at the brink of a political precipice. Although Bhutto and
Sharif’s governments were discredited in large part by their own cor-
ruption and malfeasance, as in the past, the intelligence services in
collaboration with a range of Islamic parties and other elements under-
mined them and the democratic process. The prime example was dur-
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ing the 1988 election that brought Bhutto to power. During this
election, the ISI-backed Islami Jamhoori Ittchad (IJ1) bitterly attacked
Bhutto on the grounds that Islam did not permit a woman to serve as
a head of state and that she would be unable to safeguard the country’s
ideological and national security interests.

Yet Pakistan’s mainstream politicians were not immune to such
manipulation either. In 1999, Sharif as prime minister tried to make
Shar'ia (Islamic law) part of Pakistan's constitution. The bill passed the
lower house and was slated to pass the upper house in 2000 when
Sharif's party was expected to gain control of the Senate. But Sharif
was deposed in a coup by his handpicked Army Chief, Pervez Mushar
raf, which marked the end of Pakistan's decade of democracy. During
this period, no attempt was made to chart a new course for Pakistan
as it swirled in a political ! with stunted develop pro-
viding fertile ground for unemployment, illiteracy, and extremism.

Yet, in contrast to its internal political vicissitudes, Pakistan exter:
nally pursued a consistent policy of leveraging Islamic proxies agains/
its neighbours to advance perceived national security goals. With the
Soviet withd | from Afghani and the i ition of i
on Pakistan in light of its nuclear program, Pakistan entered the 1990:
isolated, economically crippled, and, in its view, abandoned by the
United States with a jihadi corps in its midst. Many of these element:
were redirected to Kashmir to wage a proxy war against India, hijack
ing the nationalist movement that had emerged in Indian-held Kashmit
Although Pakistan claimed to provide political and moral support t«
the Kashmiri struggle, the strategic rationale was to tie down Indiar
troops in Kashmir and bleed it by a thousand cuts in order to bring i
to the table to negotiate on Kashmir.

On the western front, keen to avoid at best a continuing descent int(
chaos in Afghanistan and at worst a hostile regime that might play th
Pashtun card in Pakistan, the Army, with the civilian leadership full
on board, began to back the military campaign of a new class of wat
tiors that had emerged from Pakistan’s madrasahs—the Taliban. Bot!
in Kashmir and Afghanistan, the goal was to leverage Islamic group
to offset Pakistan's scemingly hostile neighbours—a policy with clea
historical antecedents. Although the goals were rational the mean
resulted in lethal blowback.
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Enlightened Moderation

‘With Musharraf’s coup and alignment with the US-led ‘War on Terror®
after 9/11, Pakistan once again arrived at a critical crossroads. Forced
to confront the spectre of Islamic extremism in the international lime-
light, the country faced an age-old question: What was its Islamic
ethos? Musharraf’s answer was, ‘enlightened moderation’.
Beginning with his landmark address to the nation in January 2002
where he called for rejecting terrorism in Kashmir and combating
and intol Mush through hAs nme m power
made his plea for enlightened moderation.? Enlj
as outlined by him, was a two-pronged strategy:

The first part is for the Muslim world to shun militancy and extremism and
adopt the path of socioeconomic uplift. The second is for the West and the
United States in particular to seek to resolve all political disputes with justice
and to aid in the socioeconomic betterment of the deprived Muslim world.?”

Although Musharraf’s f lation was an imp attempt to
provide an overarching vision for Pakistan and to nationally delegiti-
mise extremism, its execution was deficient and resulted in anything
but moderation.

‘While taking some tentative steps in the spirit of enlightened mod-

cration, Musharraf lly faltered. N such as banmng a
numbser of key militant groups and beginning the process of
drasahs and reforming their icula proved ive: militant

groups sprung up under other names, the registration process came to
a ymdmg hal, and |\ defi in the public eds
d largely unaddressed. M hile, Musharraf's
alliance of political expediency with the Islamic parties and ban of the
heads of the two mainstream political parties—Bhutto and Sharif—
resulted in a political vacuum that was filled by the Islamic parties and
enabled the further flourishing of obscurantism in the country.
Moreover, while decisive in tackling al Qaeda, the Army did not fully
sever links with the Taliban or with a number of militant groups oper-
ating in Afghanistan and Kashmir, again in the interests of retaining
strategic proxies. Compounding the challenge was that some groups
such as Lashkar-e-Taiba, operating in Kashmir, had over time become
part of the social fabric of Pakistan in terms of their perceived heroism
in allegedly championing the Kashmiri cause and also in delivering
critical social services, for example in the wake of the Kashmir earth-
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quake. Moving against them at the seeming behest of the United States
or India could trigger a public backlash.

In sum, Musharraf failed to fully anchor enligh d modera-
tion, largely due to policies that empowered the Islamic parties and
tolerated militant groups. Militant groups that had once trained their
guns across the border turned them inward and expanded their control
in the frontier region through government-initiated peace deals; fiery
clerics and vigilante youth squads who tasked themselves with enforc-
ing Islamic morality proliferated in parts of the country, culminating in
the taking over of the Red Mosque in Islamabad in 2007 and its storm-
ing by the Army. As enlightened moderation dimmed, it gave way to a
darker phenomenon: Talibanization.

Talibanization

Today, Pakistan faces an existential militant Islamist threat that its
elected government is trying to combat in collaboration with the Army.
Suicide attacks against army head ters, academic institutions and
other public places reflect the critical threat the Pakistani state faces as
these extremists strike at both the hardest and softest of targets and
instill pervasive fear and insecurity. Whereas once Islam underpinned
the state’s flawed narrative of nation building and strategic security
non-state actors have hijacked that narrative with an extremist inter-
pretation of Islam for a variety of motives, including the pursuit of a
new Islamic order. It is this hijacking of the national Islamic narrative
that is a defining feature of Pakistan's current troubles.

On one hand, there are groups that regard the Pakistani state as an
enemy of Islam for having sided with the United States in the invasion
of Afghanistan and applying force against them. The Army remains
locked in a struggle with the Tehrik-i-Taliban Pakistan (TTP), com-
monly referred to as the Pakistani Taliban, in the Federally Adminis-
tered Tribal Areas (FATA)}—once a staging ground for the Soviet jihad.
The reach of extremism in Pakistan today, however, can only be fully
understood by examining the presence of a multitude of establishment-
spawned jihadi groups in the Punjabi heartland of Pakistan that are
turning on the state. These include the Sipah-e-Sahaba Pakistan (SSP),
Lashkar-e-Jhangvi (Le]), Jaish-e-Mohammad (JeM), and Lashkar-c-
Taiba (LeT), who thrive in southern Punjab amidst poverty and unem-
ployment. Their recruits come from the more than 3,000 madrasabs in
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Punjab, many of which have provided foot soldiers for the Soviet jihad,
the Kashmir struggle, sectarian conflict, and now al Qaeda’s terrorist
operations in Pakistan and Afghanistan.?*

Alongside these groups are ones waving the banner of an Islamic
state and a return to religious purity as the antidote to the Pakistani
state’s inability to provide basic services, tackle economic inequities,
and deliver justice. Their narrative is a direct function of state failure;
their goal is a new if entirely undefined Islamic state. The conflict in
Swat is a prime ple where a | di for the
implementation of Shari*a law, fuelled by anger at a broken system of
justice and an exploitative landed class, violently boiled over with TTP
support. Through a series of agreements with the government to cease
fire in exchange for the implementation of Islamic law, militants stead-
ily moved within one hundred miles of Islamabad, with one of the
leaders claiming that d was not an appropriate system of
governance in Pakistan. Although the military eventually rebuffed
these groups, for the first time their territorial and ideological aspira-
tion vis-a-vis the Pakistani state became clear.

Although the military response to combat these groups is well
known and documented, the ideological response is equally important.
Here the role of the Islamic parties and clerics is of particular interest.
There has always been some tension among Pakistan’s Islamic parties
about whether to pursue their avowed goal of an Islamic state through
democracy or armed struggle. Although they have never gotten more
than 12 per cent of the national vote, and during the Musharraf era,
riding a wave of anti-United States sentiment following the invasion of
Afghanistan, the Islamic parties continue to project influence well
beyond their numbers. They have, however, largely bought into the
democratic process and have periodically spoken out against the vio-
lent tactics of insurgents. Alongside the role of the Islamic parties in
disavowing such violent means is the question of mounting an ideo-
logical defence and reclaiming, if not the narrative, at least a less radi-
cal understanding of Islam. The current government has attempted to
do this by setting up a seven- -member Sufi Advisory Council (SAC)
with the aim of b. ism and fanaricism by sp
Suﬁsm—-ﬂ more peaceful and less rigid form of Islam anchored in (he

inent’s history—throughout the country.”

Currently, as the state finds itself on the defensive against an array
of groups claiming to wave the banner of Islam, it must decisively
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counter their ideology. In doing so, it must recognise that the core issu(
is not always a quest for Islamic purity but a reliance on Istamic rheto
ric to mask more earthy concerns related to power, poverty, and justict
that circle back to the need for better governance in Pakistan. At the
same time, jihad—long sanctioned by the state for its strategic security
reasons—to achieve these ends must be delegitimised. According tc
Khalid Aziz, a former chief secretary of the North West Frontier Prov
ince, ‘The national narrative in support of jihad has confused the Paki
stani mind.... All along we’ve been saying these people are trying tc
fight a war of Islam, but there is a need for transforming the nationa
narrative."

Yeh Hum Naheen (This is Not Us)

To stave off the ideological inroads of extremism and generate a pro
gressive narrative in Pakistan, the most important constituency is the
people of Pakistan. In the Western media, Pakistan is often portrayec
as a radicalising society, caught between the mosque and military anc
teetering on the brink of fundamentalism. The reality is more complex
Pakistan has a robust civil society as seen in the 2007-2009 lawyers
movement; its media is among the most prolific in the Muslim world
A moderate majority exists that rejects extremism and suicide bombin;
yet believes in the concept of a Muslim ummah and is anti-US on :
host of issues; that condemns the actions of the Taliban as a distortior
of Islam yet is uncertain about the means to counter them, particulark
the use of force against fellow citizens and Muslims.

Deep schisms exist among ‘moderate’ Pakistani Muslims, tracin|
back to the divide between the Aligarh and Deoband schools pre-Par

those who embrace religions and notions of modemity anc
those who seek salvation in Islam’s perceived fund Is. To under
stand Pakistan's Islamic ideology, it is vital to examine this not just a
the state level but also at a societal level.

The pervasive strand of Islam among the subcontinent’s Muslims ba
historically been Sufi or Barelvi Islam. Sufi Islam is viewed as mor
inclusive and flexible, paying no heed to caste, creed, ethnicity, or race
Its physical manifestation in the subcontinent has long been the pleth
ora of shrines across Pakistan frequented by the masses seeking relie
from living saints or pirs for their ills, though this insertion of a con
duit between man and God has been ripe for manipulation. Since inde
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pendence, Pakistan’s Sufi culture has come under great strain due to
internal and external reasons. Internally, successive regimes have co-
opted influential pirs, who, in becoming increasingly politicised and
prosperous, came to be viewed by many as part of the hegemonic
socio-economic order in Pakistan.

Meanwhile, beginning in the 1970s, more conservative Deobandi
and Wahabi views gained greater currency based on four factors: the
importation of this ideology by Pakistani workers who went to Saudi
Arabia and the Gulf to capitalise on the oil boom; the embrace of these
views by many in the middle class as Sufism came to be identified with
a particular hegemonic order and the state’s failings came to be viewed
as only diable by ing to a purer if phous form of Islam;
the pan-Islamic lism foll g the Iranian lution and Saudi
attempts to ideologically counter Iranian influence, including in Paki-
stan; and the aggressive promotion of Wahabi and Deobandi thought
in Pakistan during the Soviet jihad through a burst of Saudi financing,
madrasabs, and state policy. As such, Pakistani society’s complex
Islamic texture has emerged from the top down and bottom up as a
more conservative form of Islam and gained currency in a changing
socio-economic context.’!

Over the decades, there has been an increase in conservatism ranging
from more women taking to wearing the veil or headscarf; music and
dancing being viewed by many as un-Islamic; increased censorship in
the name of Islam; and in light of a defunct public education system,

drasahs churning out th ds of students who project a parochial
moral zeal and fear far beyond their numbers. A pervasive austerity
has hardened across Pakistani society, yet many Pakistanis are cogni-
zant of the distinction between conservatism and fanaticism. One exam-
ple of this was the strong public support for a military response in the
Swat Valley under Taliban sway in the spring and summer of 2009.
‘This was catalysed by the release of a video showing a woman being
brutally flogged by the Taliban—a video that provoked widespread
public anger, hlghhglmn; the increasing power of Pakistan’s media in
sh-pmg percep An ion of the public rejection of extrem-
ism is the Yeb Hum Naheen (This Is Not Us) movement in Pakistan,
with billboards in major cities urging Pakistanis to reject violent
extremism and claiming that Islam is a religion of peace. These expres-
sions of civil society even when emanating from specific strata are
to consider in und ding the way ordinary people per-
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ceive the role of ullglon in their lives as well as its distortion. Indeed,
a coh and injection of such expressions into the
national discourse is a vital antidote to the extremism coursing through
the veins of Pakistani society.

A New Narrative

From the very creation of Pakistan, Islam has been and will remain a
central social and political force. This chapter sought to paint a broad
picture of how Islam has been harnessed through Pakistan’s history for
everything from nation building to security—an enterprise that was
radically escalated during the Zia era. The blowback of this is clear
today. The Islamic narrative in Pakistan has been hijacked by an array
of groups who use religion as a means to diverse ends: to secure politi-
cal and territorial power, exorcise corrosive Western influence, engage
in class warfare, and redress perceived injustices.

The use and understanding of Islam in Pakistan has always been in
flux, evolving in response to time and internal and external events. The
question that arises, then, is not whether religion has a role in Pakistan
but how it can be channelled as a force for progressive change. What
form should an enabling narrative of Islam in Pakistan assume? Part of
the answer lies in focusing on building an inclusive and robust Paki-
stani state invoking progressive Islamic values. The onus lies with the
Pakistani leadership and people, but the international community can
help in the p ion of good g d reform, and eco-
nomic opportunity, as well as in the resolution of deep-seated regional
insecurities and grievances that have led to the cultivation of extremist
entities as a matter of state policy.
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Zahid Hussain

Pakistan today faces a growing threat from violent extremists and
Islamic militants. This is the result of a combination of factors. It
reflects the fallout of the continuing war in Afghanistan and the limited
gains zchlevcd both by the US and Pakistan against al Qaeda, with the

ion showing a kable ability to adapt to mounting pres-
sure and find local partners. It also reflects the increasingly violent
activism of longer established organisations that have been spawned
over the past twenty years but which have been making common cause
with militants of more recent vintage.

As militant violence in Pakistan has escalated, it has grown not only
in numbers but also in sophistication. A host of violent extremist groups,
which were once only loosely associated or were previously at odds with
one another, have formed an increasingly interconnected web. Close
collaboration is emerging between Pakistani militant groups including
the Pakistani Taliban and al Qaeda and the Afghan Taliban.

In the first several years after the US-led artack on Afghanistan,
mainly Pashtun militants based in Pakistan conducted attacks almost
exclusively in Afghanistan, seeking to drive the US-dominated coalition
forces from the country and overthrow the Hamid Karzai government.
Since 2007 they have also turned their guns on the Paluslam muhtary
and security agencies, || hing attacks of i
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and intensity, as well as perpetrating an escalating and more viok
wave of suicide bombings against civilians in major urban cent
across Pakistan. A distinctive Pakistani Taliban movement has evoly
with an agenda to establish its retrogressive rule not only i in the tril
areas but also in the adjoining Khyber Pakhtunkt

Al Qaeda has grown in strength due to the new alhances it has ma
with Pakistani militants. Though recent assessments have asserted tl
al Qaeda has been crippled, and the number of foreign militants op
ating out of Pakistan’s tribal territories has been estimated at a f
hundred, the reahty is thz( d\ere is a new generation of al Qaeda
Pakistan. C i of Pakistanis, it includes a flood of n
recruits from youth and the educated middle class. This new gene:
tion of al Qaeda is strongly committed to the cause of global jihad a
has acted as a magnet for radicalised Muslims, including a number
Western Muslim citizens who have travelled to Pakistan to recei
training in camps in the tribal regions.

The emergence of the local Taliban movement occurred simulta
ously with Pakistan’s battle to flush out al Qaeda fighters from t
borderlands. This did not happen overnight. It was a consequence
war in Afghanistan and military operzuons camed out by Pakistan tt

severely und d the age-old admi in the ril
areas. The members of the tribal council or maliks through whom t
federal g blished its authority were cither killed or driv

out by lhe militants. A new crop of Pakistani militants or Taliban em
ged to fill the vacuum created by the collapse of the administrati
system in the Federally Administered Tribal Areas (FATA) over whi
the Pakistani government had at best tenuous control.

The situation worsened in 2006 as Taliban groups sprang up in t
adjoining areas of Khyber Pakhtunkhwa province. These militar
forcibly closed down video and audio shops, as well as Internet caf.
declaring them un-Islamic. The Taliban also ordered barbers not
shave beards. People were prohibited to play music, even at weddin
and traditional fairs, which provided some form of entertainment
the public.

The emerging Taliban mostly came from the ranks of the mai
stream Islamic political parties, which had ruled northwestern Pakist
from 2002 to 2007. The six-party Islamic alliance known as Murtta
ida Maijlis-i-Amal (MMA) (The United Council for Action}—compr
ing J Islami and Jamiat Uk Islam, the two most power|
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religious political parties—was swept into power in what was then
called the North West Frontier Province after winning pluralities in the
2002 parliamentary elections during the administration of President
Pervez Musharraf. The alliance was also a part of a coalition govern-
ment in Balochi: making it a formidable political force in the coun-
try. It was the first time in Pakistan’s history that squabbling religious
groups representing different Islamic sects had united in an alliance.

The MMA grew from an informal grouping of religious and jihadi
groups that took shape following the events of S ber 11 and the

bseq US military ign in Afgh Initially, approxi-
mately thirty-six Islamic groups united under the banner of the Defence
of Afghanistan Council in a show of solidarity with the Taliban regime
and Osama bin Laden. It was later renamed Defence of Afghanistan
and Pakistan Council with the aim of opposing US military action in
Afghanistan. In the weeks and months following October 2001 the
council organised demonstrations across the country in support of the
Taliban regime.

The MMA itself was hurriedly cobbled together just before the 2002
polls with the blessings of the military leadership. For the Musharraf
regime this alliance represented a counterbalance to its liberal oppo-
nents. Their found unity was predicated on a shared ion of
the post-September 11 world and an anti-US position. Its electoral suc-
cess came on a wave of strong anti-American sentiments among Paki-
stan’s Pashtun population.

Despite being mainstream political parties, both Jamaat-e-Islami and
Jamiat Ul Isl. he two major p of the alliance—
had a long history of active association with jihadist politics. Their
members overlapped with those of militant and sectarian organisa-
tions. Several militant commanders who had fought in Afghanistan
and Kashmir were elected to the National and NWFP state assemblies.
Outlawed militant and sectarian groups played a significant role in the
MMAs election campaign. They saw the electoral success of the alli-
ance as a triumph for their cause of jihad. The Islamists used their
new-found political power to enforce rigid Islamic rule in the province.
Besides pushing for the adoption of Shari‘a laws, their administration
pledged to end co-education and close down movie cinemas, which it
considered as a mark of ungodly Western values.

These policies created an enabling environment for extremists within
the ruling alliance to press their agenda, which also opposed female
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education. In July 2005 the NWFP provincial assembly passed the con
ial Hisba bility) law which envisaged the setting up o
a watchdog body to ensure people respected calls to prayer, did no
engage in commerce at the time of Friday prayers and that single mer
and women did not appear in public places together. The law also pro
hibited singing and dancing. Remini of the inf: Dep
of Vice and Virtue in the Taliban’s Afghanistan the law proposed the
appointment of a ‘Mobtasib’ (one who holds others accountable) tc
monitor the populace and ensure conduct consistent with Islamic tenets
This marked a dangerous step towards Talibanization and establish
ment of the kind of religious fascism Pakistan had never experiencec
before. But the law was never to be implemented as the Supreme Cour
of Pakistan, d by the Musharraf gov struck it dowr
as contrary to the country’s constitution.

Bur other measures taken by the MMA government during its five
year rule provided a bl i for ists who advo
cated use of force to achieve their objectives. Many activists
particularly from the JUI, broke away from the party and joined th
ranks of those militants who were later to form the Tehrik-i-Talibai
Pakistan (TTP) in 2007.

JUI had its origin in the Jamiat Ulema-c-Hind which was founded b
a group of clerics of the Deobandi Muslim movement in pre-partitiol
India. This movement for Islamic revival had first emerged after th
1857 rebellion against British rule. A branch of Sunni Hanafi Islam
their creed is named after a religious seminary established in 1867 it
Deoband near Delhi. The founders of the seminary drew their spirituz
guidance from Shah Wali Ullah, an eighteenth-century Islamic schola
who endeavoured to bind different Islamic schools of thought. Prima
rily an anti-British movement, the Deobandis argued that Muslim
could coexist with other religions in a society where they were not th
majority. That was also the basis of their opposition to the division ¢
India and creation of Pakistan as a separate homeland for Muslim:
Deobandis initially stressed on how to revive Islamic life while livin
under a colonial regime, eschewing politics and focusing on Islami
practices and personal belief, as opposed to the overtly political goal
promoted by Islamist thinkers such as Maulana Maudoodi and Hassa
al Banna, the founder of Egypt’s Muslim Brotherhood.

These ideas inspired the formation of the JUI as a separate organis:
tion after independence in 1947. The party had a significant suppor
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base in the rural areas of southern NWFP. In the initial years, the
m'pnintion functioned strictly as a religious movement, which con-

d on setting up mosques and hing. But gradually it devel-
oped into a polmco—rehpous party, taking part in the political process
and electi The JUI leadership had traditionally been closer to

nationalist and progressive parties than to the proponents of political
Istam like the JI. In 1971 the party became a coalition partner of the
Pashtun nationalist National Awami Party in the NWFP and Balo-
chistan provincial governments.

With the invasion of Afghanistan by Soviet forces in the 1980s, the
party’s political orientation transformed. With the help of funding
from Saudi Arabia and olher Middle Eastern countries, the Deobandi
clerics established ds of madrasahs in NWFP and Balochi
along the border with Afghani which provided vol to fight
against communist forces. This brought about a series of transforma-
tions of the party, first from a religious movement to a political party
and then to a party involved in jihadi politics.

The decade long conflict in Afghanistan gave the Islamists a rallying
point and training field. Young Muslims around the world flocked to
Afghanistan to fight against a foreign invader. The Afghan resistance
was projected by the US-led Western coalition as part of the global
jihad against communism. The training of guerrillas was integrated in
to the teaching of Islam. The prominent theme was that Islam was a
complete socio-political ideology under threat from communist athe-
ists. The Afghan war produced a new radical Islamic movement.
Besides the holy warriors from Islamic countries, thousands more were

d from the drasah network.

General Zia-ul-Haq not only ushered Pakistan into its longest period
of military rule but also tried to turn the country into an ideological
state. Zia argued that as Pakistan was created on the basis of the two-
nation theory and Islamic ideology, it was the duty of the ‘soldiers of
Islam to safeguard its security, integrity and sovereignty at all costs,
both from internal turmoil and external aggression’. He claimed the
state was created exclusively to provide its people with the opportunity
to follow, ‘the Islamic way of life.”" Preservation of the country’s Isla-
mic character was seen to be as important as the security of the coun-
try’s geographical frontiers.

Zia’s beliefs and politics empowered the clergy. His efforts to Islam-
ise the state and society found ready allies among the religious parties,
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many of which already had close ties with the military. The Jamaat-e-
Islami and other Islamic groups were co-opted by his government with
leading figures serving in his martial law cabinet. For the first time in
Pakistan’s history the Islamists occupied important government posi-
tions. Being in power helped the JI penetrate state institutions. Thou-
sands of party activists and sympathisers were given jobs in the
judiciary, civil service and educational institutions. These appoi
strengthened the hold of the Islamists on crucial parts of the state
apparatus for years to come.

The regional and international climate of the 1980s favoured Zia’s
orthodox Islamisation, and the alliance with the West served the mili-
tary’s institutional interests. As a front-line ally of the US in the
Soviet-Afghan War, the military benefited from billions of dollars in
military and economic aid, while Zia promoted a militant version of
Islam to fight the jihad and crush his democratic foes at home. Con-
sequently, the Islamic movements and parties also thrived in this new-
found jihadi culture. Jihad became the main pillar of Zia’s vision of
an Islamic state and society. Religious parties came to use militancy to
further their cause.

provided inspiration to an entire ion of Pakistani
Islamic radicals who considered it their religious duty to fight the
oppression of Muslims anywhere in the world. It gave a new dimen-
sion to the idea of jihad, which till then had only been employed by
the Pakistani state in the context of mobilising the population against
the archrival—India. The Afghan War saw the privatisation of the
concept of jihad. Militant groups emerged from the ranks of tradi-
tional religious movements, which took the path of an armed struggle
for the cause of Islam.

While the first Pakistani jihadi groups emerged in the 1980s, by
2002 the country had become home to twenty-four militant groups.’
Within a decade and a half highly disciplined paramilitary organisa-
tions were operating across the country pursuing their own internal
and external agendas. The largest among them were the Lashkar-e:
Taiba (LeT), Jaish-e-Moh d (JeM), Harakat-ul-Mujahid
(HuM) and Harkat-al-Jihad-al Islami (HJI). All these paramilitary
groups had similar motivations and goals, and recruited from the sam¢
kind of people (often unemployed youth from the Punjab and KP Prov-
inces). The only difference was in patronage: HuM and HJI were bott
strongly linked with the Taliban, whilst LeT had strong links witt
Wahabi groups in Saudi Arabia.
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These militant isations were not clandestine and had not
sprouted surreptitiously. Their growth, even when not sponsored by
state functionaries was viewed with favour by them. Their activities
were no secret and found expression in graffiti, wallposters and pam-
phlets all over the country, inviting Muslims to join forces with them.
They also carried add: and teleph bers to contact for
training, ‘Jihad is the shortest route to paradise’,’ declares one of the
many exhortations in such literature. ‘A martyr ensures salvation for
the entire family.’ Every jihadi organisation had funds to help the fami-
lies of ‘martyrs’. Although money was not the motivation of these
jihadis, funding was essential to sustain the culture of jihad.* The
state’s patronage helped the jihadis raise funds zl pubhc places. The
militant groups developed powerful p y. Their

blications gained a Iarge dershi and their also became
on video and audi

During the 1980s and 1990s, the objective of the jihadi movements
in Pakistan was not like that of Arab Salafists such as Osama bin
Laden: to establish a global Islamic caliphate. Their objectives were
more in line with the regional strategy of the Pakistani military estab-
lishment: the liberation of Kashmir from India and promoting a Pash-
tun government in Afghanistan. Most of these militant groups served
as instruments of Pakistan’s regional policy.

In the mid-1990s the JUI was deeply involved with the Taliban
regime in Afghanistan. Thousands of Afghan and Pakistani students
from the madrasahs run by the JUI formed the nucleus of the Taliban
militia, which swept Afghanistan in 1996 to install a conservative
Islamic regime in Kabul. The rise of the Taliban in Afghanistan encour-
aged Pakistani militant groups like Harkat-ul-Mujahideen, Jaish-e-
Mohammed and Lashkar-e-Jhangvi. Afghanistan became a base for
their operations. Their leaders shared common origins, personnel and
often patrons. Many of the Pakistani militants came from the same
seminaries in the Pakistani border region from where the Afghan Tali-
ban movement had emerged. Some of these groups were patronised by
Plklstan s mlelhg,ence agencies whlch :lso supported the Afghan Tali-

ban. Both were imp in furthering Pakistan’s ic inter-
ests—to extend its influence in Af;lums(an

Almost all the top militant leaders in the tribal region who later
formed the nucleus of the Pakistani Taliban movement were initially

d with the JUL Baitullah Mehsud, Hafiz Gul Bahadur and

bl

137

Khan Shaheed Library



PAKISTAN: BEYOND THE ‘CRISIS STATE'

Mullah Nazir all emerged from the ranks of the JUI which was the
only political party allowed by the authorities to operate openly in th(
tribal areas (where formally political parties remained banned till :
2008 reform announcement that is yet to be implemented). As a resul
of al Qaeda’s influence, the leaders rejected the political and demo
cratic path pursued by the JUI, which lead to a falling out between the
JUI and the Pakistani Taliban.

The new generation of Pakistani Taliban became more brutal that
their Afghan d heading and public ions of opp:
and government officials became common practice. The videos of thos.
brutal actions were then distributed to create fear. These sadisti
actions were unknown in traditional Pushtun culture. This behaviou
was greatly influenced by Arab and Uzbek militants. The Pakistan
Taliban's creed probably stemmed from Salafi-Jihadism ideolog
espoused by al Qaeda. It was also the result of Wahabism found in th
Saudi-funded madrasabs, which created a new kind of radical Deoban
dism specific to the Taliban.

On 14 December 2007 some forty militant leaders commandin
some 40,000 fighters gathered in South Waziristan to form a unite
front under the banner of Tehrik-e-Taliban Pakistan. They unan
mously elected Baitullah Mehsud, already the most powerful com
mander, as ‘Emir’ or supreme leader of the new organisation.

The meeting was attended by almost all the top militant leader
operating in the tribal regions and NWFP or their representatives wh
managed to set aside their differences. Prominent among them wet
Hafiz Gul Bahadur from North Waziristan, Mullah Nazir from Sout
Wiaziristan, Faqir Mohammed from Bajaur and Maulana Fazalulla
from Swat. The presence of Gul Bahadur and Mullah Nazir, bot
belonging to Wazir tribe was curious because of their historic rivalt
with Baitullah, from the Mehsud tribe. What had likely brought thei
together was the military assault ordered by Musharraf on Islamabad
Red Mosque in July 2007.

The Shura or central council not only had representation from
the seven tribal agencies but also from the parts of KP including Swa
Malakand, Buner and Dera Ismail Khan where the Taliban moveme
was active. The cight-point charter called for the enforcement .
Shari‘a rule and vowed to continue fighting against foreign forces
Afghanistan. The TTP also declared what it described as ‘defensiv
jihad against the Pakistani military. The newly formed TTP was in fa
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litle more than an extension of al Qaeda. Its formation followed
Osama’s declaration of war against the Pakistani state in the aftermath
of the siege of the Red Mosque. Its charter clearly reflected al Qaeda’s
new strategy to extend its war to Pakistan. Almost all the top leaders
of the new organisation, particularly its supreme leader Baitullah had
a long association with al Qaeda. Afghan Tahban leaders were also
closely involved in the f ion of the ion which implicitl
declared its allegiance to Osama and Mullah Omar.

The period after the formation of the TTP saw a marked rise in mili-
tant activity. Just ten days after its creation former Prime Minister
Benazir Bhutto was assassinated a few weeks after her return to the
country after a protracted time in exile. A suicide bomber blew himself
up after firing gunshots at her as she came out of an election rally in
Rawalpindi. The militants who missed her in the previous attack on
her election rally in Karachi attack appeared to have finally succeeded
in removing the leader who dared to confront them. Baitullah was
blamed for a murder which was to completely change Pakistan’s politi-
cal landscape.

The Taliban insurgency spread rapidly with the formation of the
TTP and came to engulf all the seven tribal regions as well as parts of
the NWFP. The movement was most violent in the Swat valley where
the followers of Mullah Fazlullah established a brutal regime until they
were driven out by Pakistani military in June 2009.

The rise of a distinctive Pakistani Taliban movement represented a
new and more violent phase of Islamic militancy in the country. Suicide
terrorism, which targeted both the military and civilians, saw a mas-
sive rise after the Red Mosque assault when al Qaeda and its Pakistani
allies declared jihad against the Pakistani state. This marked a shift in
jihadi strategy making the government and military the primary tar-
gets. In time security forces accounted for more than 60 per cent of the
targets as human bombers became the most potent weapons in the
militant war.

More than 3,000 people, including senior army and intelligence
officials, became victims of those attacks between 2007 and 2009. On
average ninety people were killed a month in suicide bombings during
2009 with an artack occurring almost every five to six days across the
country. Jihadi groups also expanded their attacks to Islamabad. They
launched spectacular suicide raids in high security zones, including the
Danish Embassy compound and the Marriot Hotel in June and Sep-
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tember 2007, which killed more than sixty people. Both these attack:
showed the growing power of the militants® intelligence network. Bot}
artacks were directly linked to al Qaeda backed militants.

Despite the rise in suicide bombings the number of casualties in thes(
attacks remained low compared to other violent assaults. But they hac
much greater impact. Suicide bombing as a weapon had seldom beer
used by Pakistani militant groups before, though some jihadi groupt
had used fidayeen raids against Indian security forces in Kashmir. The
term ‘fidayeen attack’ was used by the militants for target operations

The concept of fidayeen (self-sacrifice) was different from that of :
suicide bomber who blew himself up to kill others. Until then mos
militant groups considered suicide to be un-Islamic. A fidayee, on th
other hand, was one who had to achieve his mission even in the wors
of circumstances and come back alive. Suicide attacks were rarely use«
by the Afghan mujahideen in the War against the Soviet forces in th
1980s, though there were a few incidents involving Arab jihadists.

The use of suicide bombings by Pakistani militants was largely :
post-9/11 phenomenon. Some clerics had hailed the nineteen hijacker
involved in the artack as ‘great heroes of Islam’. The more radica
among them had even issued a fatwa giving religious sanction to sui
cide attacks against American forces in Afghanistan and Pakistan
soldiers fighting in South Waziristan. This sanction was also used b
Muslim sectarian groups to justify actions targeting religious congrega
tions of rival denominations.

For militants the Western presence in both Afghanistan and Pakista
was a threat to Islam itself. This view became the ultimate rational
for jihadist militancy in Pakistan. Anybody allied with the enemy ¢
those who seemed to be complicit in the war on the side of Wester
forces such as soldiers charged with safe passage for NATO convoy:
civilians, moderate clerics and more recently, the government official
were regarded as fair game.

Over the past few years several militant leaders have been killed i
operations conducted by Pakistani military and CIA drone strikes, bt
they have been quickly replaced by new and more aggressive siccessor
The drone strikes have been a part of the CIA’s ‘secret war’ against :
Qaceda in the tribal areas since 2004. But after 2009 there was
marked increase in these attacks. Shortly after his inauguravon Pres
dent Barack Obama ordered an escalation of the strikes as a part of h
overall review of Afghan war strategy. In August 2009 Hellfire missik
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fired by a pilotless Predator killed Baitullah and his young wife while
the Taliban leader was being treated for his kidney ailment in his house
in Makin in South Waziristan. His killing was perhaps the most suc-
cessful strike in the eight-year history of the CIA’s drone operations in
Pakistan.

The drone strikes have been effective in eliminating leading al Qaeda
and other militant commanders. But they have also had serious blow-
back effects. The escalation and increasing number of civilian deaths
have stirred intense anger among the Pakistani public. This so-called
secret war has become a focus of both militant rage and public protest.
The United States has never officially acknowledged that it is launching
the strikes and Islamabad has denied any collaboration. But the drone
operations have been carried out with the tacit cooperation of the
Pakistani government. With the reported deaths of women and chil-
dren public anger has surged. The strikes have also spurred a signifi-
cant rise in the number of recruits joining militant groups.

Baitullah Mehsud’s killing, hailed as such a pivotal victory in Paki-
stan’s war against militants, resulted in only a brief lull in artacks by
the Pakistani Taliban. He was quickly succeeded by a fierce com-
mander, Hakimullah Mehsud. Just months after Baitullah’s death, the
Pakistani Taliban took its wave of violence to a new level, launching a
series of highly coordinated suicide bombings and attacks in the major
Pakistani cities targeting even higher-security military installations. The
closely synchronised attacks exposed weaknesses in Pakistan’s security
apparatus and demonstrated that the militants had become more dar-
ing and sophisticated in planning and tactics.

The TTP also developed a close nexus with other Pakistani militant
factions, which had over time mutated into small cells after being pro-
scribed by the Musharraf government in 2002. A new generation of
young educated militants from urban areas, most of them splinters of
mainstream Islamic political parties including the JI joined the new
jihadist movement making it a formidable challenge to the Pakistani
state. The movement began to draw young, middle-class professionals
who were products of universities rather than of Islamic seminaries.
Children of opp ity rather than deprivation, they became the plan-
ners of many terrorist attacks that heralded a new phase of militancy
sweeping the country after 2007.

M hile al Qaeda, ing from the b d to
transform and replenish itself with new recruits from among the Paki-

derland
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stani militant groups. This enabled it to also survive the capture and
killing of many of its senior operatives. Founder members mostly from
Saudi Arabia, Egypt and Libya, known as ‘Sheikhs’, continued to pro-
vide ideological leadership, but the rank and file of the network
i ingl ised the new mili from Pakistan and other
countries including Somalia, Turkey, Indonesia, and Bangladesh who
managed to slip into the border region.

Pakistani intelligence agencies got the first clear idea of how al
Qaceda had expanded its network into Pakistan's urban centres from
the arrest of Nacem Noor Khan in Lahore in July 2004. The twenty-
cight year old computer wizard from an educated middle-class family
had for years worked as al Qaeda’s communication chief. An engineer
by training, Nacem had left a promising career to join the jihad. Infor-
mation acquired from his computer revealed that Nacem was a key
link between bin Laden’s inner circle hiding in the mountainous tribal
region and al Qaeda’s operatives around the world. It also provided
unprecedented insight into its inner workings and international opera-
tions. Nacem was lured into jihad when he was still a student at a top
engineering university in Karachi. Although he grew up in a liberal
atmosphere he was greatly influenced by radical Muslim causes from
Palestine to Bosnia.

There were many other Pakistanis from the ranks of JI who were
also involved with al Qaeda operating, thus giving the group a new
depth in the country. The cadre al Qaeda attracted was ideologically
and politicall ivated. Th ds of well-trained militants whe
were battle-hardened in Kashmir and Afghanistan provided ready
recruits. Pakistani militant groups like JeM, HuM, LeJ and HUJI that
had disintegrated into small cells became an extension.

The more Islamabad aligned itself with the United States the more
young bers of militant isations turned inwards to target the
military. The Karachi-based Jundullah (Army of God) was a prime
example of the changing face of al Qaeda in Pakistan. The group wat
founded by A Rehi a university graduate who was arrested ir
June 2004 on the charge of masterminding a series of terrorist attack:
targeting security forces and government installations. The son of ¢
prosperous businessman, Ata-ur-Rehman grew up in a middle clas:
neighbourhood in Karachi. Many of his close relatives were settled i
the United States. He turned to militancy after completing his Master":
degree in Statistics in 1991. Rehman was initially associated witl
Islami Jamiat-e-Talba, the student wing of JI.
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Like thousands of Pakistani militants he went to Afghanistan in the
mid 1990s to receive military training. Rehman formed the group in
2003 afrer Pakistani security forces captured many top al Qaeda lead-
ers including Khalid Shaikh Mohammed. A well-knit cell comprising
twenty militants, most of them in their twenties and thirties, Jundullah
was the most ruthless of al Qaeda linked groups involved in a spate of
violent attacks in Karachi. The group hit the headlines after an auda-
cious attack in June 2004 on the cavalcade of a top army commander
in the city. More than eleven soldiers and officers were killed in the
raid in a busy street.

The emergence of groups like Jundullah showed how new jihadi
cells quickly formed after others were wound up. The rise of small ter-
rorist cells made the task of countering them harder. These terrorist
groups multiplied with the escalation in the Pakistani military offen-
sives in the northwest and tribal regions. Some of these groups had just
four or five members making them hard to detect.

Among others who were arrested for association with Jundullah were
Arshad Waheed and his brother Akmal Waheed, a neurosurgeon. Both
men, in their mid thirties, were also JI members. Doctor Arshad Waheed
was a well-known orthopaedic surgeon running his own hospital in
Karachi and actively involved with the Jamaat. He moved to Kandahar
after the 2001 US invasion of Afghanistan apparently to provide medi-
cal help to the Taliban. The experience radicalised him further. Back in
Pakistan he started mobilising people for jihad in Afghanistan. He criti-
cised Pakistani religious political parties for seeking to gain power
through elections. Disillusioned with the Jamaat’s politics he became
associated with a little known militant group, Jundullah.

Official Pakistani investigations showed that the two doctors had
close links with al Qaeda. Besides sheltering terrorists they provided
financial and medical help to the militants. ]I ran an intense campaign
for the release of the two doctors. The two brothers disappeared after
being released on bail a few months later. They were later spotted in
South Waziristan where Dr Arshad Waheed got actively involved with
al Qaeda and took the war name, Sheikh Moaz. There he became a
trained fighter and also provided medical training. Dr Arshad Waheed
was killed in March 2008 when a ClA-operated drone struck his hide-
out in Dhok Pir Bagh near Wana. An al Qaeda video tape released
after his death hailed him as a martyr who was ‘unparalleled in faith,
love for his religion, and belief in Allah.”
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The Waheed brothers’ role in al Qaeda raised questions about the
J’s connection with the organisation. This was not an isolated case. In
2003 Khalid Shaikh Mohammed was captured from the house of a
leader of the party’s women’s wing in the Rawalpindi cantonment area.
The raid produced another important catch: Mustafa Ahmed al Haw-
sawi, a Saudi Arabian national accused of bankrolling the September
11 attacks. There were several other incidents where JI members were
found to have provided refuge to al Qaeda fugitives. In January 2003
two al Qaeda operatives were arrested after a shootout in the house of
another leader of the party’s women’s wing in Karachi.

In 2003 the security agencies arrested Khawja Javed, a leading phy-
sician, and his brother for harbouring senior al Qaeda operatives and
their families on their sprawling residential compound outside Lahore.
Both were associated with JI. In 2005, security agencies arrested Ahsan
Aziz, from Mirpur a town in Pakistani controlled Kashmir. He was
another JI member with al Qaeda links. This underscored the support
network that al Qaeda enjoyed among mainstream Islamic parties.

The association of al Qaeda operatives with JI was not accidental.
The country’s most powerful Islamic political party was after all the
original face of jihad in Pakistan. In terms of its organisational capabil-
ity, media skills, political experience and influence within the state
institutions, JI emerged as the most powerful religious lobby in the
country. In many respects JI was the main architect of official Islam in
Pakistan. Abul Ala Maududi, founder of the Jamaat-e-Islami, was a
leading proponent of political Islam along with Hasan al Banna and
Sayyid Qutb, founder of the Muslim Brotherhood. Maududi’s influ-
ence went beyond the sub-continent and his writings gained a wide
audience in the Islamic world.

Maududi formed the JI in 1941 as an Islamic revivalist movement
to promote Islamic values and practices. The basic objective of the
party was to seize state power and establish Islamic rule. It pledged
not to adopt any illegal or underground means to come to powet. ‘It
will educale people in the first course about real Islamic values and

in elections’, the found: ifesto declared. Maudud
wasa prolific writer. ln dreds of books and pamphlets he laid out
an elaborate ideological vision. He argued that Islam is as much ¢
political ideology as it is a religion and that the basic division in the
world was berween ‘Islam and un-Islam’. He described the political
system of Islam as ‘theo-democracy® a system in which officials woul¢
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be elected, but would be subject to divine laws interpreted by the
theologically learned.

Over the years ]I increasingly used force to assert its politics. The
party’s first venture into military jihad came in 1971 when its cadres
sided with the Pakistan Army in opposing independence for Bangla-
desh. The party members were organised into two militant groups,
Al-Badr and Al-Shams, and were trained by the Pakistan Army to carry
out operations against Bengali nationalists seeking separation from
Pakistan. JI was the only political party that actively supported the
military operation which killed thousands of Bengalis and ultimately
resulted in the dismemberment of the country less than twenty-five
years after its creation.

Since the 1970s militancy became an integral part of JI politics. By
1976 the Jamaat’s street power had multiplied and the number of its
members and supporters jumped to two million. The party also organ-
ised armed groups to intimidate the opposition. As pointed out earlier
General Zia's regime gave the Jamaat unprecedented influence.

Following the Soviet invasion of Afghanistan in 1979, JI found the
opportunity to establish itself as the main exponent of Jihad. Maududi
died in an American hospital just a few months before Soviet President
Brezhnev ordered his troops to march into Afghanistan in 1979. JI,
which by then had become completely intertwined with the military,
played a major role in the Afghan jihad sponsored by the CIA and the
ISI. Th ds of its bers joined the mujabideen fighting the
Soviet forces. It was also the period when the party developed close
contacts with Arab jihadists, many of whom were associated with the
Muslim Brotherhood. There was a very close ideological bond berween
the two parties striving for international Islamic revolution. Many of
these Brotherhood fighters, including al Zawahiri, would form the
main nucleus of al Qaeda in later years.

During the Afghan Jihad JI was able to build a significant infrastruc-
ture, including madrasabs, businesses and charities with the help of
generous financial contributions from governments and private indi-
viduals in the Gulf States. Thousands of ]I cadres received training
alongside foreign and Afghan fighters, developing a close affinity with
them.

By the time of the Soviet withdrawal from Afghanistan the party had
developed close ties with Islamist groups throughout the world. Islam-
ist liberation movements secking redress of perceived and real griev-
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ances in places remote from Pakistan, such as Chechnya, Bosnia a
Southern Philippines congregated in Pakistan. ]I raised funds for the
groups and provided military training for their members in addition
allowing its own younger members to participate in jihad around t
world. Once an ally of the United States, JI now became part of glol
jihad. Hundreds of its cadres were killed fighting in Kashmir, Chec
nya, Bosnia and Afghanistan.

The arrests of al Qaeda leaders from residences belonging to
members brought the party under national and international scruti
but there was little evidence that the party itself collaborated in a
terrorist actions. Although JI sympathised with various jihadi mo
ments, it rook czre not to cross (he Ime from being primarily an |d¢

l-poli or in Maududi’s words ‘the vang
Islamx: revolunon.

The rise in the number of cadres from mainstream Islamic politic
parties joining the militant war against Pakistani forces has made t
threat to the country much more serious. Over the years the Pakista
government and the military underestimated and ignored this risi
threat. A policy of appeasement from 2001 to 2009 allowed the Ta
ban to establish control not only in all the seven tribal agencies
FATA but also sweep parts of the KP.

Taking advantage of a peace deal with the government in 2009, t
Taliban led by an instigating cleric, Mullah Fazlullah, not only esta
lished retrogressive rule in the Swat Valley but also expanded his infl
ence in the neighbouring districts of Dir and Buner. The advance of t
Taliban to areas just 70 miles from the capital raised a nightmare sc
nario of militants raging out of control. At the same time Baitullal
supporters stepped up terrorist attacks in mainland Pakistan. Tl
alarming development raised serious concern in Washington and oth
Western capitals.

The Taliban advance finally forced the military to move again
lhem In the ﬁrst week of May 2009 the Army launched a three-prong
i ly 30,000 troops, backed by air for
jets and hehcopter gunshlps, turning a large area of the Swat Vall
into a battle zone. It was the bloodiest battle yet in Pakistan’s strugs
against militancy. The fighting forced some two million people to lea
their homes creating the worst humanitarian crisis in the countn
history.

After fierce fighting government forces were able to seize control
the region, but the war was far from over. The military success in Sw
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dealt a serious blow to the Taliban, and won the praise of the United
States and other Western allies, but it also prompted the insurgents to
expand the guerrilla war into the country’s heartland. There was a
marked increase in suicide attacks on security forces and installations
around the country in the months that followed.

In a daring attack in mid October militants attacked the high secu-
rity Army General Headquarters in Rawalpindi and held some thirty-
nine officers and civilians hostage for twenty-two hours. The attackers
had pulled off a security breach at one of the most sensitive national
defence establishments in the country and had threatened the safety of
the Army’s top commanders. The GHQ attack was carried out with
the objective of sending the message that despite the setback in Swat,
the militants still had the capacity to hit wherever they wanted.

It was a joint operation by the Taliban and elements of a number of
outlawed groups, which are dominated by militants from the Punjab.*
Such collaboration had been revealed in a number of other terrorist
attacks in major Pakistani cities. These signalled the existence of strong
bases of support for militant terrorism in the heartland and the emer-
gence of an ever more intertwined nexus between educated profession-
als and tribal militants. The GHQ attack left the military with no other
opllon but to move agzmst the bastion of Taliban power in South
Waziri The long: d offensive began on l7 October 2009,
with the depl of more than forty-five th d troops, backed
by the air force. The massive use of force was considered critical to
quickly wind up the operation. With these troops added to those still
deployed in the Swat, the size of the total force engaged in the bartle
reached a record 100,000.

Security forces were able to drive out the Taliban fighters from most
of their stronghold in South Waziristan by the end of 2009. But the
military’s hold remained tentative with most of the insurgent leaders
escaping to neighbouring North Waziristan and other tribal regions.
The Army extended the operation to the Orakzai tribal agency which
had also become the centre for Taliban activities. Despite the military
success in Swat, South Waziristan and other tribal agencies, there has
been little abatement in the militant violence.

Pakistan’s major problem in dezlmg with rising militancy is lack of

hensive and i ism strategy. In the areas
(hat have been cleared of militants there is still no effective civil admin-
istration that has been put in place making it more difficult to consoli-
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date military gains. The use of military force alone cannot win the war
against rising militancy, which poses the biggest internal security threat
to the country. To reverse the tide of militancy there is a need to take a
holistic approach which also includes the political mobilisation of the
people to combat terrorism.

Although public opinion scems to have turned against militancy, the
absence of a concerted government effort to leverage this as part of
evolving a coherent strategy means that the most important aspect of
reversing the tide of militancy remains to be addressed. Important
gains have been made in the past two years, but unless these are rein-
forced by non-military measures to neutralise the militants and their
toxic creed and buttressed by effective governance these gains may
turn out to be ephemeral.
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Dr Ishrat Husain

In the last two decades theoretical and empmczl evldcnce have offered

a new insight: that broader soci luding the
distribution of the beneﬁts of growxh is dcmmmed by the quality of
8¢ e and i ic policies, however sound or

benign they may be, cannot disperse the gains widely unless the institu-
tions intermediating these policies are strong, efficient and effective.

Although it is hard to precisely define governance there is wide con-
sensus that good governance enables the state, the civil society and the
private sector to enhance the well-being of a large segment of the
population. According to the World Bank,' governance refers to the
manner in which public officials and institutions acquire and exercise
the authority to shape public policy and provide public goods and
services. The key dimensions of governance are: public sector manage-
ment, bili k for devel

the legal f for and infor-
mation and transparency.

Research by the Overseas Development Institute? has shown that the
historical context, previous regime, socio-cultural context, economic
system and international environment are the main determinants of
governance and development.

The six core principles identified by Hyden et al.’ that are related
to good governance are: (a) Participation, (b) Fairness, (c) Decency,
(d) Accountability, (¢) Transparency and (f) Efficiency.
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Each nation’s path to good governance will be different dependin;
on culture, geography, political and ad i diti eco
nomic conditions and many other factors. The scope of activities allo
cated to the public and private sector diverges markedly and so doe
variation in scale. Yet governments share many features. They fac
similar responsibilities in that they need to establish a basic polic:
framework, provide critical goods and services, protect and administe
the rule of law and advance social equity.

What has been the experience of Pakistan with respect to govern
ance and how has the tension berween the goal of collective good o
society and the self-interests of state actors been managed? What cai
be done to improve g and gthen institutions to promot
the welfare of the majority?

Most observers and analysts within and outside Pakistan firm!
believe that the quality of economic governance and decision-makin
and the capacity of the key instituti have gradually deteri
over time.* Pakistan's main problem in holding on to macro-economi
stability, sustaining economic growth and delivering stability, sustair
ing cconomic growth and delivering public services to the poor is du
to weak governance and a gradual but perceptible decline in institt
tional capacity. The elitist nature of the state* and the society, an
both the conflict and collusion among the various power structures ¢
the country can explain this phenomenon. It is not the content of put
lic policies that has been wanting but the implementation of thot
policies that has proved to be the major culprit. The implementatio
capacity itself is a function of the vision and objectives of the politic:
leadership, the competence of civil service and the capabilities of pul
lic institutions.

p of ic g has not been consistent/
pursued in Pakistan as implementation requires several decades whi
elected and military governments have short-term horizons. Electe
governments, in their pursuit of winning the next election, and milital
B in their pts to gain legiti get bogged down
ad-hoc and ionally populist without addressing the ro
cause: that is, building institutional capacity to deliver improved livit
standards for the majority of the population and setting up a viab
governance P lised decisi king ding to tl
whims and caprices of individuals at the helm has theref displac
and informed well thought out institutionalised processes.
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Chronic political instability and frequent changes in polmcal regimes
have also caused di: for
During the 19905 the changes were too many and too chaonc Invan-

ably, the i abruptly aband d or
slowed down the |lnplemenunon of the polucnes, projects and pro-
grams inherited from their pred As i ions take a long

time to nurture, the |mplememzrion of projects is spread over a multi
year period and the impact of policies is felt with considerable time-
lag, premature abandonment caused more damage than good. Starting
all over again and before the benefits started accruing, the government
was either overthrown or had to step down before completing its ten-
ure. The incoming government began the cycle again with a fresh set.
The majority of the populace never witnessed any benefits while
unending costs were incurred by every successive regime.

The situation is quite the opposite in India as aptly summed up by
Arun Shourie:
In India, there is a consensus in practice so that whenever a group is in office,
wherever it is in office, it attempts to do the same sorts of things. But when it
is in opposition, where it is in opposition, it strains to block the same meas-
ures. We have the Communists in West Bengal garnering credit for implement-
ing reforms in the State that they are blocking at the Centre.*

What is the effect of this ding cycle of politicall ivated
economic governance on the majority of the population? A sense of
deprivation and denial of bzslc economic rights creates feelings of cyni-

f

cism, negativism and The credibility o in

letely eroded. Distrust of ‘govern-
ment bccomes so widespread and crednbllnty of ‘government’ so low
that unfounded and b d rumours, mudslinging and suspi-
cion about their motives assume a momentum of their own. In the last
six to seven years the media, taking advantage of this widespread lack
of government credibility have taken over the role of an opposition
party and thus accentuated feelings of negativism.
Markels. on the other hand, function on sennmenrs If market par-

have confid in the g and its institutions the
overall result is stability in the markets. But if there is lack of credibil-
ity, an air of inty, and crisis of confid the markets become

nervous and jittery and high volatility is wimessed. However good and
sound the policies may be, under these circumstances, private invest-
ment is hobbled and the economy suffers.
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A society with positive artitude will give enterprises far greater free-
dom to compete than a society that perceives busi to be unethical
or in partnership with the government for personal aggrandisement.
Patronage and cronyism in the form of licenses, tariff concessions, tax
exemptions to only a selected few or sale of public assets to the favour
ites of the rulers or appointments to key public offices not on merit but
on the basis of loyalty, affiliation and friendship sharpen the negative
sentiment. Therefore the program of privatisation of public enterprises,
economically desirable and so badly needed, has almost been aban-
doned ever since the perception, right or wrong, gained currency that
the Pakistan Steel Mills was being sold for too low a price to the cro-
nies of the government.

Alesina’s survey of literature” suggests that when the values of politi-
cal-institutional variables are pared for the ten slowest and ten
fastest growing economies in the sample, the slowest countries tend tc
be more ethnically fractionalised and more politically unstable. They
also tend to have much poorer indicators of the rule of law and institu-
tional quality, much higher black market premium and greater income
inequality. Alesina et al.* found that political instability, governmen
fragility (frequency of government changes and coup d'états) and socio
political i (Political inations, riots and lutions) have
a negative effect on growth. Pakistan fits this model quite well as the
frequency of government changes and socio-economic instability have
been associated with low growth and macro-economic turbulence.

What are the essential ingredi of good ic g c
Participation, transparency, credibility, rule of Law, efficiency anc
accountability are now accepted as essential and are measured througl
indicators® such as (a) voice and accountability, (b) political stability
(c) B¢ i (d) latory burden, (¢) rule of law an
(f) corruption.

How does Pakistan fare against these indicators? The common viev
about participation is that the Centre has assumed too much power an

hority and this i ion of power has led to ineffi

ciency, social fragmentation, and ethnic divisiveness. Political leader

with the help of a small coterie of loyalists exercise absolute power an

take all important decisions. Dissent within the political parties i

hardly tolerated and Parliaments usually rubber stamp decisions take

by the leader of the party. Party cadres and National and Provincis
bl B

bers are usually excluded from decisi king.

bits
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Devolution of powers to Local governments introduced in 2001 was
a step in the right direction to promote broader participation but has
not been fully implemented either in letter or in spirit. The incoming

instead of ing the deficiencies revealed during
unplemcntanon have decided to dlsmamle the system simply because
it was the handiwork of the previous government. There is no consen-
sus as yet on the contours of the new system. Meanwhile whatever
access the common citizens at grass-roots level had begun to experi-
ence is being hampered because the power and authority are gradually
reverting to the provincial capntals It is quite ironic that while the Pro-
vincial legisl and mi are quite vocife in d
autonomy from the Federal Government they are the most fierce oppo-
nents of devolution of powers to the local governments. This lack of
and absence of inuity in our g e have
more hazards than is generally recognised.

Transparency in the actions of the government can be achieved by
several means, i.e. hearings of Parliamentary Committees, question
hours in the National and Provincial Assemblies, Freedom of Informa-
tion Act, removal of several clzuses of the Ofﬁcul Secrets Act, intro-
duction of e-g andi P g by and

ible j lists. Most of Ihcsc exist but more in form
rather than substance. In India, however, the Right of Information Act
is bringing about a silent revolution and civil society is using access to
information to expose corruption in public places and secure the rights
of the poor. The bureaucrats have become more cautious as their
actions are open to public scrutiny. In Pakistan, excessive misuse of
newly acquired power by some media representatives in assassinating
the character of political leaders or public servants without substantia-
tion or evidence may prove to be more detrimental to the cause of
disclosure and transparency.

The rule of law has been a subject of debate in Pakistan since March
2007. The lawyers’ movement demonstrated that if a particular com-
munity gets rallied around a legitimate cause it could make a differ-
ence. The judiciary at the highest level is indeed trying to assert its
independence, enforce the rule of law and expedite disposal of cases.
But it is not clear if a common citizen is any better off today in terms

of access to justice, speedy reds | of gricvances, enf of con-
tracts or property rights. The reality is qune sohermg
Efficiency, as d by g either in main-

tenance of security of life or property, law and order or delivery of
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basic services, has rapidly declined over time. Most institutions
entrusted with these responsibilities at the time of independence were
relatively well run. But the opposite is true after sixty-three years. It is
only a rarity that a public institution is found to be functioning
smoothly and effectively. The differential treatment meted out to the

Il-to-do and influential on one hand and the rest of the
population on the other violates the principle of fairness and equality
for all citizens irrespective of caste, creed or social status. But this def-
erence to the rich and connected has become the norm of bureaucratic
behaviour in Pakistan. With each change of government a new cast of
political elites and well-connected influentials occupy the space vacated
by their predecessors.

A number of laws and institutions exist in the name of accountabil-
ity in Pakistan. Starting from the Public Accounts Committees at the
Federal and the Provincial Assembly level there is a plethora of com-
mittees, bureaus and task forces, charged with this responsibility. The
National Accountability Bureau made a very promising start and
instilled some fear and induced a deterrence effect but this was only
for a short period of the initial three years of the Musharraf govern-
ment. Soon after, political compulsions gave way to a pragmatic
approach whereby the impartiality and neutrality of the NAB came
under serious questioning. Thus despite a very strong legal instrument
and a well ised inf of i igation, p ion and
courts, the practice of true accountability was once again set aside.
Accountability has therefore lost its true sense and meaning in the
vocabulary of governance and instead become associated with retribu-
tion, settling political scores and a tool for winning over opponentt
and witch hunting the recalcitrant.

The strategy for bringing about improved governance in the contex!
of Pakistan would involve the breakup of the monopoly of economic
and political power that has been amassed by a small class of politi
cians, large businessmen, military and civil service officers, profession
als and zamindars over the last five decades. The locus of power ha:
become too much tilted in favour of entrenched interest groups anc
only a reduction in their power will be able to improve the quality anc
standards of living of the majority of the population. A more difficul
question that remains unanswered is: How can this be done? This is a1
arduous task and there should be no illusions about it. All that can b
done at this juncture is to spell out a long term agenda for system-wid
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reform based on diagnosis, field observations, evidence and consulta-
tions with stakeholders.

As the agenda for governance reforms spans over the tenures of sev-
eral elected governments it is difficult to find ownership for these
reforms. An enlightened leadership that has a sense of history and is
not totally driven by the politics of electoral cycles can implement this
agenda. The main ingredients of the agenda for governance and insti-
tutional reform'® would consist of:

a) Improving the quality and performance of Civil Services.

b) Restructuring the organisation of the Federal, Provincial and Dis-
trict governments.

¢) Revamping the mechanism for delivery of basic public goods and
services.

d) S hening key institutions engaged in

¢) Introducing checks and balances in the system by bulldmg up the
capacity and authority of certain institutions of restraint.

Civil Service Reforms

In a recent study on Pakistan’s Civil Service," the International Crisis
Group (ICG) concluded that:

Decades of mi political ipulation and ion have ren-
dered Pakistan’s Civil Service incapable of providing effective governance and
basic public services. In public perception, the country's 2.4 million civil serv-
ants are widely seen as unresponsive and corrupt, and bureaucratic procedures
cumbersome and exploitative.

To remedy this situation the best talent available in the country has
to be attracted to the civil services, and a holistic approach that affects
the entire human resource policy value chain has to be implemented.

The main elements of this value chain are:

a) Recruitment at all levels and grades of public services should be
open, transparent, rncrnr based with regional represemanon as laid
down in the Consti These principles have full
practiced for decades, e.g. Pakistan Atomic Energy Cammission,
National Highway police, State Bank of Pakistan.

b) The artificial distinction between superior and non-superior services
has to be replaced by the equality of all services at all Pakistan,
Federal and Provincial levels. Terms and conditions of all the serv-
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ices in matters of i p ion, career p ion, com-
pensation, would be similar. The specialists and professionals would
have to be brought at par with the cadre services.

¢) To provide equality of opportunity to all deserving civil servants,
National Executive Service (NES) and Provincial Executive Services
(PES) ought to be constituted to man all the Federal and Provincial

iat and senior positions. The selection should
be made on merit by the Public Service Commission with due
regard for provincial quota and reservation for women. The NES
ought to have three streams—General, Social Sector and Economic
Sector, thus p ing some limited specialisation among our civil
servants.

d) Training of all civil servants should be mandatory at post-induction,
mid-career and senior management levels. Promotions to the next
grade ought to be linked with completion of training at various
stages in the career.

e) P ions and career p ion for all public sector employees
should be determined by their on-the-job performance, responsive-
ness to public and training outcomes.

f) The present outdated system of Annual Confidential Report:
(ACRs) should be replaced by the modern Performance Manage:
ment System (PMS), which eval perf bjectively anc

_identifies and provides devel opportunities to individua
employees.

g) C ion pach should be ped to reflect market con
ditions and a decent living wage and retirement benefits should b
made available to all public sector employees. Corruption amonj
the majority of civil servants cannot be curbed by moral persuasion
but by providing them with an adequate compensation package. Te
keep the wage bill of the government within the limits of the fisca
deficit, a frecze should be imposed on fresh recruitment to lowe
grades except for teachers, health workers and police.

h) As most of the interaction between an ordinary citizen takes plac
at the district level and the present level of functionaries consists o

ill-trained, poorly paid, unhelpful, di individuals emjoyin
arbitrary powers, District Service should be constituted for eac’
District G This will minimise the political p fo

transfers and postings as 1.2 million out of 1.8 million employee
working in the provinces will remain in their respective Distric
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G Training in technical and soft skills will be made

mandatory for all members of the District services.

Education, health, police and judiciary which are critical for deliv-

ery of basic services should be excluded from the uniform Basic Pay

Scales at it has created serious distortions. The backward districts

and regions are lagging behind as the teachers, health workers, etc.

have no incentive to serve these areas. Local labour market condi-
tions of demand and supply should determine the salary structure
of teachers, health workers and other professionals.

i) Security of tenure of office for a specified period of time should be
guaranteed and implemented. The current practice of frequent
transfer at the discretion of the political leaders has weakened the
moral fabric of the civil servants who cannot wnhsund the social
and financial costs of dislocation and at-times ion. Pleas-
ing the boss, whether or not his orders are legal, has become the
norm, making fair and impartial dispensation of services difficult.

R ing Federal, Provincial and District G.

Two significant structural changes of a historical nature have taken
place under the PPP-led coalition government that came to power in
2008 First, powers and funmons on the concurrent list under the
ion have been ferred to the Provmces making provincial
a more ingful and ional concept. Second, the
2009 award of the National Finance Commission has tilted the bal-
ance of resource distribution in favour of the provincial governments.
Henceforth, the provi ightfully would receive a larger share of
the divisible pool The next logical step is to form Provincial Finance
Commissions and divide the resources among the Provincial and dis-
trict g This requires d of ibilities between
the two tiers, which is currently in a state of flux. The devolution of
twelve departments from the Provincial Government to the districts
has improved access to basic services by the common citizens com-
pared to the previous system. Local elected representatives are more
responsive to the needs of their constituents in contrast to the Provin-
cial and National Assembly members, who after getting elected,
become quite inaccessible. They spend most of their time in Istamabad
or provincial capitals and visit their constituencies for a day or two in
the week. The local representatives, on the other hand, are available
and accessible 24/7.
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The 2001 Local Government suffers from many weaknesses includ-
ing excessive strengthening of the office of District Nazim—an indi-
rectly elected leader. Law and order, maintenance of revenue records
and crisis and disaster management are the functions that require
impartial and neutral admini The Local G System
should eliminate these weaknesses but the present efforts of the pro-
vincial governments and legislators to restore the 1979 Local Govern-
ment System and completely dismantle the 2001 system would be a
retrogressive step—a step away from good governance.

Several studies'? have produced evidence that the choices of develop-
ment projects made by local councils had superior outcomes and more
efficient resource allocation and utilisati d to the li
approvals made at the provincial capitals. Twelve devolved depart-
ments should remain the responsibilities of the District Government:
with further devolution to the Tehsil and Union Councils. Provincia
Governments should formulate policies, set up standards of perform
ance, monitor the finances, performance and outcomes and take puni:
tive actions against those indulging in malpractices and c. i
Well-functioning Local Governments can, in fact, bring political divi
dends as the population is better served and feels satisfied with the
services rendered by the g In an ethnically diverse society :
sense of direct participation in local governance is essential.

The main reforms that are required to implement the Eighteentt
Constitutional amendment as well as the NFC award are:

a) The Federal Government should immediately shed powers and func
tions from the concurrent list to the provincial. Given the ethnic an«
regional composition of the country and the growing needs of aI

pandi lation, the pi and districts have to be empow
ered. A National Council of Mini isting of the Federal an(
Provincial Ministers working under the Council for Common Intes
est (CCI) should formulate the national policies for these transferre
subjects. Consequently, the number of Federal Ministers can be cu
to one half and the number of Divisions reduced by one third. I
view of the new challenges that are facing the country, some nev
ministries, for example, for energy, human resource development
social protection etc., should be established.

b) The existing large number of autonomous bodies and attache:
departments and corporations at the Federal and Provincial level:
should be regrouped and rationalised through merger, privatisatio
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and liquidation, which will save enormous financial resources that
can be diverted towards basic service delivery.
¢) The District G has to be hened by blishi;

administrative linkages between the Union Councils, Town Commit-
tees/Tehsil Councils and District G i i
have to be revived and Law and Order, Disaster Management and
Land Record Management taken away from the purview of the Dis-
trict Nazim.

d) E-gox tools and devel, in digital technol should
be utilised for improving the effici of g reducing the
costs of transactions, conveniencing ordinary citizens, introducing
transparency and reducing di ionary powers and ption and

tracking the performance and output. Training of those already
working in the government should make a smooth transition from

a paper-based envi to el ic filing, ing, sharing
and exchanging of d: ieving, reporting and archiving.
¢) Uneven and discrimi y application of g rules, regula-
tions and instructions are also a source of grief to citizens. A
number of junior functionaries exploit their k ledge of the rules

for their personal benefits. Multiple rules exist on the same subject
as there has been no systematic weeding out exercise undertaken.
All government manuals ought to be revised, updated and then
uploaded on the websites of the government so that they are acces-
sible to the public at large.

Reforms in Delivery of Basic Services

a) Education is badly needed to increase literacy in the country. Clear
boundaries in the delivery of education have to be demarcated. The
Federal Government should focus on higher education financing,
regulations and standards and curriculum, the Provincial Govern-
ments on college, technical and vocational education and the Dis-
trict Governments on primary and secondary education up to matric.
Examination reforms have to be carried out to bring the standards
of various boards at par. Management and teaching cadres should
be separated and the career paths for the two cadres should not
discriminate against the teachers.

To bring about dination and ensure uniformity in
of public, private and not for profit schools, a district education

dard.
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board consisting of eminent citizens of integrity and competence
should be established in each dlsmct The Board should be assisted
by the school d to oversee the
school’s functioning. Head teachers will enloy more administrative
authority in mnmng the schools and dlsaphmng (he te:chcn with
the Board ion of schools peri
funds should be established to provide schol.lnhnpi and financial
assistance to the poorer talented students. Student vouchers or sti-
pends should be given to meritorious children from the poor fami-
lies to attend private schools of their choice. Private-public
hips should be d and offered incentives. Only
female teachers should be employed where possible.

b) Most of the problems in health care delivery arise not from finan-
cial ints but poor ices. A health manage-
ment cadre should therefore be sepaﬂud from teaching, and service
providers and those selected as health managers trained at the
health academies. The district, teaching and specialised hospital
should have their own autonomous board of directors with ful!
powers for administrative, financial, legal and humnn resource mat-
ters and bility. Health p the nursing
and paramedical professions, should be given priority. Health regu-
latory framework should be made more effective and decentralisec
to the Provincial Governments.

) There is almost a consensus that law enforcement and security
problems that have worsened in the recent ycars have in large par

reflected the ineffici ion and p ion of the polict
force. The original Police Order 2002 ha: been compromised by
d that have weakened the ioning as well as the

accountability of the police. Legislative amendments and revisec
disciplinary rules are needed to allow police officers to perform
their duties in accordance with the Police Order. Disciplinary rule:
of police forces should be like other uniformed forces and not fal
under the purview of the Civil Servants Act. Investigation and pros
ecution are the weakest functions that are resulting in low rates o
conviction by the courts. Judicial reforms at the lower level are alsc
badly needed both for expeditious disposal of cases and hones
adjudication of disputes. Police stations should be merged, upgraded
their records computerised and headed by a directly recruited Gradi
17 officer with full responsibility for watch and ward, investigatior
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and operations. Training, allowances, mobility, logistics support,
lodging and boarding, medical facilities and welfare of the police
force should be reviewed and strengthened. Traffic Police in all large
cities should be organised and operated on the lines of Motorway
Police.

d) Land records as maintained by the Patwari are the single largest
source of disputes and litigation in the country. The attempts to cre-
ate a digital database of land records have remained half hearted.
Land revenue and collecti djudication and dispute
resolution should remain under the District Government but the
maintenance and update of land records should be taken away from
the District Government and placed directly under the Board of
Revenue. Patwari should be replaced by a Revenue Assistant
recruited through Provincial Public Service Commission. Priority
should be given to complete the computerisation of land records.
Colonisation of Government Lands (Punjab) Act 1912 should be
revised for better and transparent allocation and use of state land.

Key Institutions of G

About a hundred key public sector institutions in the country such as
PIA, WAPDA, OGDC, PEPCO, P:kumn Rallways and Paklsun Steel,
suffer from multiple probl political i in
i bsidised pricing, leakages, waste, and

cormpnon As a result, the budget has to allocate almost 20 per cent
of all tax revenue to meet recurring losses or subsidies to those corpo-
rations. There have been serious questions about the appointments of
chief executives and the boards of these organisations. Professionalisa-
tion of these institutions is the only way out to make them financially
viable and operationally efficient. The process of appointments has to
be made transparent and merit-based so that the Chief Executive or
the Board member is chonn thmugh a well laid out procedure. This
process should mini y powers in app and
arttract capable candidates for these key jobs, which will make an enor-
mous difference in the quality and efficiency of these organisations.

Seveul of these i mmmnons are included in the g,overnmem 's agenda

ion. It is imperative that these insti are pri

soom rather than later. For others that are retained in the publlc sec-
tor, and particularly public utilities and other monopolies, strong regu-
latory agencies should be put in place.
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The selection process starts by identifying a broad pool of eligibli
candidates through open advertising. Only those who meet the jol
requirements are selected through a competitive process. They an

provided with ional paid
packages and held accountable for results. Special Selection Boar¢
(SSB) should be ituted for the i of the Chief E i

Officers (CEOs) and the Board of Directors in all of these 100 institu
tions. The SSB, after interviewing the shortlisted candidates, woulc
submit a panel of three candidates to the Prime Minister for selectior
as chief executive and recommend a panel of names for the member
ship of the BoD.

Institutions of Restraint"’

A few institutions can play a restraining influence on mis-governanc:
and excessive discretionary powers by the government. These institu
tions fall into two categories: formal and informal. Under the forme
there are two distinct classes: state<entred and civil society-centred
Historically, the emphasis has been on state-centred institutions and i
is only recently that the civil society-centred institutions such as th
media and NGOs have begun to assert themselves.

Trust, social capital, and civic norms—the pillars of informal institu
tions have also eroded gradually in Pakistan during the last few dec
ades. Mistrust, suspicion and divisiveness have instead taken hold. S«
in effect both the formal and informal institutions of restraint hav
d:cayed and necd to be resuscitated.

of the institutions is provided in Table 1.

Among the state-centred institutions the judiciary is at a much highe
plane than any other institution and underpins the whole system o
accountability. In addition to the judiciary, there are at least eight insti
lllIInns that can make a difference. The first are :he Parlnamennr

larly the Public A C
committees chalred by rcspecred and quallﬁed MNAs or Setu:on an
staffed by full time prof and | should hol:

regular hearings, confirm the appointments of those heading thes
institutions, receive annual reports of performance, question reporte:
irregularities and recommend action against those found responsibl
for wrongdoings. All procurement contracts above a certain financia
limit, all fiscal p and ions and modifi toth
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Table 1: Institutions of Restraint in Pakistan

Spheres of Influence/Restraint

FORMAL

A. State-Centred

Judiciary

Parliamentary Committees/
Accounts Committee
Auditor General
‘Ombudsman

Public Service C

Protection of Basic Human Rights, Security of
Life and Property, Contract Enforcement
Avoiding misuse and abuse of discretion pow-
ers of the Executive branch

Detecting and reporting of financial irregulari-
ties in public accounts

Redressal of grievances of citizens against the
excesses of public sector agencies

State Bank of Pakistan
Federal Election Commission

Securities and Exchange
Commission

National A bili

in app and promo-
tions to Civil services

Probity, supervision and regulation of the
financial institutions

Screening of candidates for the elected public
offices on the basis of integrity

Ensuring high standards of Corporate govern-
ance in publicly listed companies

Curbing prion and misuse of public office

Bureau
B. Civil Society-Centred
Media

N |

for private gains

Investigating and reporting of instances of cor-
rupt practices in the country
Monitoring and

()rga:iulions

Academic Institutions/Think
Tanks

Professional Organisations
Private Sector Organisations
Religious Bodies
INFORMAL

Trust
Social Capital
Civic Norms

acy of G
issues and participation in delivery of social
services
Research and analysis of the performance of
the state organs, media and NGOs
Providing inputs into a participatory decision-
making process
Regulating code of ethics among the private
sector
Building trust and harmony among various
groups of society
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tax provisions should be placed before the PAC. The proceedings o
these Committees should be open to the public and the media.

Second is the State Bank of Pakistan. An independent and auto
nomous State Bank provides a guarantee against the excessive anc
i ible actions of politicians and b in ic man
agement. At the same time its regulatory and supervision functions ac
as a safeguard against possible malpractices in the award of credit an
recovery of loans. It must be recognised that there has already beel
significant improvement in the working of the State Bank since it wa
granted autonomy in the 1990s. The banking sector in Pakistan, afte
the reforms of the last decade, has emerged quite strong and was abl
to withstand domestic and external shocks.

Third is the Auditor General of Pakistan. The constitutional protec
tion given to the office of the AG has not been fully utilised in Pakista
to unearth and detect financial bungling rampant in public sector ager
cies. The extended time lapse between the occurrence of the financiz
irregularity and actual di ion and reporting by the Audi ha
improved in recent years. But the lack of professional expertise an
lack of prioritisation among core and peripheral cases still mute th
efficacy of this office. AG organisation should be converted into
supreme audit institution with and acc ili
to Parliament. The AG should commission third party audits by prc
fessional firms of repute, use the broader ‘value for money’ concej
and enlarge its scope of activities to cover all major public sector con
mercial and industrial enterprises particularly WAPDA/KESC, St
Northern/Southern, Railways, Steel Mill, OGDC, PIA, etc.

Fourth is the Securities and Exch C ission. Capital marke
in Pakistan are very shallow and have not played an effective role i
intermediation required in an ing market. Corp &
of the publicly listed ies is weak and domi d by major fan

ily shareholders with due regard to the right of minority shareholder
Insider trading is perceived to be widely rampant and disclosure «
information standards is loosely enforced. The SEC needs operation
autonomy, resources and skills to carry out its mandate.

Fifth is the Federal/Provincial Public Service Commission. Most «
the current difficulties in governance have arisen due to the politicis.
tion of the higher services in the post-1973 period. There is gener

ition that the merit-based system of i ppoi
and promotions, served the nation better and the present sifarish bast
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and buy-the-post system is causing havoc. The responsibilities for all
recruitment and promotions should be reverted to the Commissions
vm!lom exception. Only men and women of proven integrity and

ble credentials should be appointed as Chairman and members
of the Commission.

Sixth is the Federal/Provincial Ombudsman. The fanfare with which
these offices were established under the Zia-ul-Haq Government died
down fairly quickly. They are now perceived to be grinding the same
millstone as the rest of the bureaucracy. In fact, they can become an
effective instrument for quick, fair and judicious redress of grievances
of ordinary citizens against the arbitrary harassment of the overzeal-
ous or corrupt officials. There are very few people who are aware of
the scope and mandate of lhns office and who have trust in the organi-
sation. A proactive edi I role, a di ive effect of its
reach accompanied by selection of the right persons to the job can
make it work.

Seventh is the Federal Election C ission. A powerful, ind d-
ent and assertive FEC can play a preventive role by careful screening,
scrutiny and investigation of the candidates for all tiers of elected
offices and disqualifying those who are ill reputed and of dubious
character. They should forcefully enforce the criteria prescribed under
the Constitution augmented by appropriate rules and regulations. This
fundamental shift in the quality of our elected public officials would
bring about a significant change in the overall structure of governance
in the country.

Eighth is the National Accountability Bureau (NAB). The law estab-
lishing the Bureau was quite a significant measure in holding to
account the corrupt and those who derive personal gains from public
office. But the implementation of the law was selective and the Bureau
soon lost its credibility and moral authority. The recent move to place
the Bureau under the Ministry of Law is a step in the wrong direction.
I'he Bureau or its successor organisation should be given complete

ional and financial and p d from political inter-
ference. It is the fear of the Bureau that should act as a deterrent.

bened?
8

How can these Institutions of R int be S

There are certain pre-conditions under which these institutions of
restraint can be strengthened. First, a system of checks and balances
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can flourish only if various countervailing forces such as the parlia
ment, judiciary, media and the civil society organisations are allowec
to play an independent role. There should be no presumption that an)
one entity whether it is the executive or the judiciary or the media o
civil society will enjoy monopoly power or act as a self-righteous bod;
of vigilance. It is the interaction of these various entities and balanc
between them which will generate the optimal results. Second, no nev
institutions are being proposed but only the revitalisation, revamping
and re-engineering of those already in existence under the constitutior
is being d. There isa d and an casy way ou
for both national government and international donors to abandon th
existing institutions and create new agencies which start out with a bj|
bang but soon fall prey to the same whirlpool of inaction and inepri
tude. The reasons for failure are the same as those which explain th
non-per of existing instituti Unless the underlying dynam
ics is set right the institutional morass will grow. The history of Paki
stan is laden with the creation of a plethora of new institutions whic!
have been given blurred mandates, inadequate resources, lictle opera
tional autonomy and are never held accountable for results.

Finally, this proposal does not favour the periodic, swift, abrup
highly visible and publicised, extra-institutional measures against recal
citrant officials which have been the norm in Pakistan since the 195
screening of senior civil servants under Ayub Khan. The subsequer
actions by successive governments resorting to the purge of 303 ¢
1500 civil servants paradoxically created greater insecurity, uncertaint
and unpredictability which are the breeding grounds for increase
corruption.

The approach advocated here is to create an environment whereb
the acts of misdemeanour and malfeasance are exposed routinel:
increased vigilance and scrutiny is exercised continuously, carly deter
tion, investigation and fixing of responsibility are carried out resolutel
and disciplinary actions against those found guilty are taken promptl
Such an environment would act as a more effective deterrent in curbin
corrupt practices than creating many laws and anti~orruption agenci
with enormous powers which are misused. This approach will not wot
if the federal and provincial investigation agencies are not organised ¢
modern and professional lines. It will also be difficult to implement it
the government does not do away with the widespread and mindle
application of the Official Secrets Act which has encouraged opacity «
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decision-making by politicians and civil servants. Outside the matters
of national defence and internal security, all decisions—particularly in
martters of public finance, foreign trade, contract awards and allocation
of other public hould be wholly p and made
public liberally under the Freedom of Information Act.

These eight pillars of good governance can together make the differ-
ence, provided (a) they are headed by widely respected, strong and
competent managers of known integrity (we have many of them in the
country); (b) the terms of refa functions and
powers of these institutions are clearly defined; (c) there is no political
interference in their working but at the same time they are held pub-
licly accountable for their actions and the results; (d) they are provid-
ing ad financial and professional staff of calibre; (e)
they follow open and transparent procedures and processes. To ensure
non-partisan political support for these institutions their heads should
be fi by the Parli y C i In this way, the
changes in the government will not disrupt their smooth functioning.

Together, these eight pillars, if allowed to work effectively, will be
able to plug in some of the conduits that lead to corrupt practices. The
most difficult question to answer is: Who will bell the cat> Who has
the courage to put these changes in place? Of course, an enlightened
government that has a sense of history rather than sights fixed on the
next election. Pakistan has not been fortunate in having such a govern-
ment so far.

Conclusion

The story of Pakistan provides ample confirmation of the validity of
theoretical literature and empirical evidence about governance in
developing countries. The distinctive characteristics that dominate the
Pakistani scene, are the elitist capture of the state, excessive centralisa-
tion of power by both the elected and military rulers, chronic political
instability and until recently collusion between the power structures—
the politicians, the Army and the judiciary. The conflicts that took
place at times between these power structures were not rooted in
benign balancing acts for the larger collective good of the society but
assertion of the authority by different actors to advance their narrow
interests. Unlike other societies, the cost Pakistan had to pay for poor
governance and institutional decay has been very high.
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The path ahead is clearly defined. The agenda for reforms has to b
carved out in the light of historical ionally estab
lished best practices and the various ch:uc:erlsucs peculiar to th
Pakistani snuanon This can form a loglcal sequence to the Elgllreeml
Consti ! A d and the National Finance C
Award of 2010. There is an urgent need to realise that only taking thi
reform agenda to its culmination point over the next five years cas
complete the value chain.
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AN ECONOMIC CRISIS STATE?

Dr Meekal Abmed*

A trend-setter in Asia up to the sixties, economic management in Paki-
stan has steadily deteriorated to the point where the economy has, for
the past few decades, lurched from one financial crisis to the next. At
the heart of the problem has bcen the poor managcmcm of public
finances and deep-seated | | issues in the

that bad and poor g has bated. The con-
sequences of this secular decline in economic governance are plain to
see: macroeconomic instability, high inflation, poor public services,
criminal neglect of the social sectors, widespread corruption, crippling
power outages, growing unemployment, deepening poverty and a dete-
riorating debt profile.

The Early Years

Pakistan has experienced many crises in recent years. Each one of them
has been a caricature of the previous one with an economic boom,
typically fuelled by official aid inflows, followed by bust which ends in

* The author is grateful for fi and ions made by
Muhammad Yaqub, Zubair Iqbal, Javed Talat, Azizali Mohammad, Faizullah
Khilji, Atiq Rehman and Syed Igbal Zaidi. The usual caveats apply.
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a severe balance of payments crisis. In the carly years, the economic
scene was marked by relative stability, strong growth and low infla-
tion. In Ayub Khan's era, Pakistan was considered to be a ‘model of
development’ and ‘aid-effectiveness’. Ayub Khan was deeply interested
in economic development. He placed the Planning Commission under
the President’s Secretariat and himself became the Chairman. The Plan-
ning Commission was staffed with some of Pakistan’s best and bright-
est economic minds. It was ably supported by a number of fine
economists from the former East Pakistan who worked in the Pakistan
Institute of Devel E ics, as well as ists and policy
analysts from the Harvard Advisory Group. Ayub Khan listened to
their advice and often deferred to their judgment over the views of the
mighty ICS/CSP. Pakistan's Second Five-Year Plan came to be widely
regarded as the best produced in Pakistan and the developing world. It
was not only well-crafted and technically sound but embodied targets
and obiectives that were realistically ambitious. The report on the
Evaluation of the Second Five-Year Plan showed that most plan targets
had been met or exceeded both in the macroeconomic field and with
respect to projects and prog bearing to the fund: |
soundness and realism of the plan.

Pakistan was also blessed with other fine institutions led by persons
of great integrity and competence: PIA, WAPDA, the Railways, PICIC,
IDBP, the State Bank, the ICS/CSP, and so on. All these institutions
operated at high levels of efficiency and in the case of commercial
entities were profitable. The economy grew ar a steady pace w:th some
sectors such as manufacturing racing ahead at double-digits. Infla-
tion remained tame with agricultural productivity boosted by the
fruits of the Green Revolution. The domestic and external deficite
were kept in check. Of course, at the time, the economy was closec
and tightly controlled and rationing of some food items and cipecially
foreign exchange was commonplace. Yet there was no evidence o
price pressures suggesting that the underlying balance between demanc
and supply was being maintained. Even exports performed wel
despite the clumsy and opaque ‘Bonus Voucher Scheme’ withits mul
tiple exchange rates.

It is true that foreign aid, at that time mostly in the form of outrigh
grants and P1.-480 grain shipments paid for in rupec counterpirt fund
and thus non-external debt-creating, fuelled much of the growth. B
supplementing domestic savings, aid allowed Pakistan to inwst mor
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than might have otherwise been possible with domestic resources
alone. Importantly, the aid was well spent in building social and physi-
cal infrastructure, in particular large hydro-power dams in the context
of the Indus Basm Treaty whlch was brokered by the World Bank. The

toi l-output ratio, a good summary meas-
ure of capital efficiency, was low and produced high real growth rates
per unit of capital invested. Plan projects and programs were well-
prepared using the ‘best-practice’ techniques of project appraisal and
analysis of the time. Monitoring of projects was rigorous and con-
ducted on-site; project cost over-runs and delays were minimal; project
benefits were delivered as promised; corruprion was not spoken of and
Plan guidelines were respected and Plan discipline enforced.

The external environment was excepnonally benign. The global
economy was in the midst of an dented period of
which started at the end of World War Il with world trade growing at
a healthy pace, markets relatively open, and little global inflation. Thus
the economy experienced few of the shocks that could derail its steady
upward trajectory and challenge policy-makers.

Ayub Khan was a victim of economic success. The revelation by
none other than the Chief Economist of the Planning Commission—his
most beloved institution which he headed—that twenty-two families
controlled 70 per cent of manufacturing and 90 per cent of banking
and insurance business in the country jolted his regime to its founda-
nons It Wwas a supreme irony that Ayub Khan was following the growth

as d by the Chief E: ist of the Planning Com-
mission in his Cambndge PhD thesis turned book, ‘The Strategy of Eco-
nomic Plannmg Growth philosophy argued that in the initial stages of
devel some of income and wealth in a
few hands was necessary and appropriate to stimulate ‘animal spirits®
and foster the conditions for rapid growth. Considerations of equity
and income distribution could be tackled at a later stage of develop-
ment. The reaction to the revelation of concentration of wealth in a few
hands was hostile and swift. Pakistan's industrialists came to be called
‘Robber Barons who had earned monopolistic profits behind l'ngh
walls of p bsidies and g An
study by Professor Lawrence Whne of New York Umversuty lent cre-
dence to this proposition. Furthermore, some of the industries that had
been set-up behind high protective tariff barriers were generating ‘nega-
tive value-added’ when their inputs and outputs were valued at ‘world’
prices (rather than being valued at distorted domestic prices).
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Factor price distorti including an lued exch rate had
led to the choice of highly capital-i i hni of producti
generating little employment per unit of capital and output. One study
by an East Pakistan economist of repute calculated that factor intensity
in Pakistan as measured by the capital-labour ratio was higher than in
an advanced country like Japan. There had been economic growth to
be sure; but it had been distorted in terms of factor proportions and
allocative inefficiencies. Most importantly, it had exacted a high price
in terms of inter-pe | and, more ominously, inter-wing dispariti
in income and wealth. In West Pakistan the revelation of concentration
of income and wealth provided the springboard for the rise of Mr Z.A
Bhurto's People’s Party and its socialist agenda. In East Pakistar
Mujibur Rahman used the finding of concentration of wealth in a few
hands, mostly belonging to families in the West, to argue that Eas'
Pakistan had been exploited and robbed of its resources and wealth
through policy-induced di ions in the i i f-trade.

Yahya Khan took over without much economic dislocation. Ther(
were a few tough words about the concentration of wealth but the
government did not do much except set up a toothless Monopoly Con
trol Authority with an ostensible mandate to look at and punish anti
competitive behaviour. It never did amount to much. The 1971 wa
placed pressure on government spending and imports and the dismem

berment of the country gave p B! for the i
tion of the financial sector.
Bhutto had little patience with ic matters. His i

tion program was a shock to the system and a grievous blow to privat
sector confidence that would take years to rebuild. New private secto
investment came to a virtual halt. There was much (concealed) capits
flight as businessmen took their money out of the economy eithe
before or after nationalisation and it would be many years for thi
capital flight to reverse itsclf. The economic effects of the break-up ¢
Pakistan were profound. It caused vast di ions to the financial an
corporate sectors that had operated on the basis of a single countr
The State Bank of Pakistan had been pushing the Pakistani commerci:
banks into increasing lending in East Pakistan while their deposit bat
was almost entirely in the western wing where most, if not all of then
were headquartered. The dissolution of the country created an imba
ance between assets and liabilities that left most of the banks (with ¢
solitary exception of the National Bank) in virtual bankruptcy; th
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same applied to the insurance sector where the laryu( private insur-
ance p Federal d in Dhaka and
lost access to its assets while most of its liabilities to life policy-holders
were resident in the western wing. Nationalisation was the only way
that a total bankruptcy of the financial system was avoided, especially
as this postponed any question of comp ing the sharehold
depositors and policy-holders. Many observers remain convinced that
nationalisations of the financial system was a negative turning-point
for the economy but this was only a proximate cause: the real cause
lay in the country’s break-up.

The corporate sector suffered similar fracturing of balance-sheets
since some of the more adventurous business firms (like the Adamjees)
were operating in both wings and lost their investments in the eastern
wing at one stroke. To add insult to injury—and given the time lags
involved in the income tax administration, many of these firms contin-
ued to be pressed for taxes on earlier years’ profits earned in the east-
ern wing! That the private sector survwed at all in the wake of this
calamity and with the additi id | lisations imposed
by Mr Bhutto is, some feel, nothing short of a miracle. That said,
nationalisation was by and large well-received by the people who saw
it as an election promise fulfilled and a means of redressing the evils of
concentration of wealth and wide disparities in income. Bhutto’s bold-
est move on the economic front was to sharply devalue the Pakistan
rupee and bring it closer to its ‘equilibrium’ value. The years of cling-
ing to an artificially appreciated rate of Rs. 4.76 per US dollar, which
was propped up by tight controls on foreign exchange and which cre-
ated many distortions in the economy were finally over. His govern-
ment faced the challenge of the first oil-price shock and turned to the
IMF for short-term financing but there was not much conditionality
artached and no reforms were implemented. To be fair to Mr Bhutto,
the gods were not kind to him. Each year brought a drought or a
flood—negative domestic exogenous shocks—which hurt growth and
caused a pick-up in inflation. Yet the economy was kept afloat and on
a reasonably even keel thanks to Bhutto's diplomatic success in secur-
ing financing from friendly Islamic countries (including $500 million
from the Shah of Iran) and the Gulf, as well as an emerging new phe-
nomenon: rising workers’ remittances which were becoming an impor-
tant source of financing the external accounts.
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From Aid-Fuelled Growth to Volatility

Zia's regime represented the second episode of aid-fuelled growth afte
Pakistan became a *front-line’ state with the Soviet invasion of Afghan
istan in 1979. His economic policies were otherwise unremarkable an«
devoid of any bold initiatives. The economy was kept on a stable patl
thanks to the ull vative approach of the inimitable Ghulan
Ishaq Khan who, as the country’s financial kingpin, had an aversion t
changing the economic status quo and little time or patience to hea
about IMF/World Bank recommendations of freer markets, privatisa
tion, exchange rate flexibility and a bigger role for the private secto
In a World Bank d lining the conditionality of a §
Adjustment Loan for Pakistan he wrote succinctly by hand, ‘I am nc
prepared to hand over the management of the Pakistan economy to th
World Bank for $250 million". That was the end of that discussion.

While foreign aid once again was the main driver of growth, it car
not be said that the aid Pakistan received during these years was we
spent. Indeed, as we know now, much of the aid was diverted to th
military. Zia had other things on his mind and left much of the ecc
nomic management to his Finance Minister who was content to kee
a steady hand on the levers of economic policy. It must have been
blow to a hugely stubborn and proud man when Pakistan was force
to enter into a three-year arrangement with the IMF (an Extende
Fund Facility) because of balance of payments difficulties. The prc
gram was treated as a secret document with only one copy of the prc
gram conditionality kept under lock and key. Even secretaries ¢
ministries and divisions were not called to the meetings with the IM
so they could not present their views, had no idea of what had bee
agreed to or what they had to implement. In any event, the IMF pr«
gram was abandoned without leting it or undertaking any ect
nomic reforms of substance (apart from minor tinkering with the trac
and import tariff regime and some cosmetic steps towards restructu
ing the public enterprise sector), one of the many IMF programs th
would meet the same fate.

The first signs of macroeconomic volatility seem to have started wi
the Benazir government. Her first tenure was labelled a ‘comedy
errors’. There was some truth to that unflattering label despite tl
steadying hand of her experienced and able Advisor of Finance who
she, sadly, did not listen to often enough. Once again in economic di
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tress, Pakistan entered into a major IMF program at the inception of
her government. On a visit to Washington DC, the Managing Director
of the IMF was so taken by her that he added $100 million with his
own pen to the $1.2 billion the IMF staff had recommended for Paki-
stan. This was done on the understanding of cutting trade protection
by 30 per cent while meeting a fiscal deficit target of 5 per cent of GDP.
In the budget that followed, she did neither, bringing the IMF program
to an ignominious halt.

Following much discussion and new commitments, the IMF program
was d. Even then, ic growth was lackl and vola-
tile, fiscal slippages were routine and inflation picked up. Despite IMF
resources there was constant pressure on the external accounts as
manifest by the (growing) disparity between the parallel market for
foreign exchange (or the ‘hundi’ rate) and the official market rate. This
was because the budget was subject to extreme spending pressures
smce her wnk mandate meant she had to please everyonc Budger sup-

(app Is for more ding not p d for in the
original budget) became commonplace. The dlspamy between the offi-
cial and ‘hundi’ rate was also widening, as the Prime Minister would
give instructions to the State Bank not to move the exchange rate
because it gave her a bad press and suggested economic failure. She
was always concerned about ‘my forex position’ as she called it. But to
her credit must go two accomplishments. She granted the State Bank
of Pakistan a degree of autonomy (even if it was under IMF pressure
and was part of a ‘prior action’ in the IMF program meaning an action
to be taken before the program was approved) taking it out of the grip
of the Ministry of Finance. Pakistan’s tax-to-GDP ratio hit a short-lived
peak during her twenty months in power in her first tenure in office.
Once convinced, and that was never easy because she was opinionated
and liked to argue, she showed a capacity to take bold measures and
accept the political backlash. This was ined and well-orch
with Nawaz Sharif and his ‘bazaar-power’ snapping at her heels from
the Punjab asking his supporters not to pay taxes. Clandestine efforts
were also made to spread panic in the foreign exchange market by
planted rumours of massive capital flight. Pakistan’s foreign exchange
reserves took a frightening dip as the contrived rumours turned into
a self-fulfilling prophecy. However, the situation stabilised quickly
thereafter.
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Sharif’s ‘Far-Reaching’ Reforms

Nawaz Sharif is widely regarded as bringing about an economic revo-
lution in Pakistan with his *far-reaching’ economic reforms. His ‘no-
questions-asked’ foreign currency deposits (FCDs) were a haven for
tax evaders and under-filers—the scourge of Pakistan's economy—that
could now ‘whiten’ their ill-gotten income with no taxation and no
fear of detection. With no foreign exchange reserve cover to back them
up, these deposits quickly swelled to close to $12 billion, of which 80
per cent belonged to resident Pakistanis who had converted their ill-
gotten wealth into dollar accounts with no fear of questions as to the
source of this income. To add msul( to injury to rhose whn did pay
taxes, these FCDs were hand d at ab

rates, guaranteed against exchange risk and allowed unrestricted with-
drawal facilities. These features and capital gains from exchange rate
depreciation made the scheme a highly attractive instrument. Since this
was an age before concerns about ‘money laundering’ were openly
talked about the IMF gave muted approval to this *far-reaching’ reform.
However, as the IMF cautioned, an ‘open capital account’ (which inci-
dentally inverted the sequence of external liberalisation since the cur-
rent account should have been opened first) meant that economic
policies would have to be especially disciplined so as not to shake the
confidence of these holders of foreign exchange. The IMF also warned
that the overhang of such foreign cxthangc demand liabilities.
unmatched by parallel reserve acc | h d the ’
vulnerability to downside risks and that bad policies or an adverse
exogenous shock would quickly manifest itself in capital flight anc
bring the economy to its knees.

But many feel the Fund was not forceful enough. As the Fund’s Inde
pendent Evaluation Office report on Pakistan noted, ‘at the authoritie:
request, the FCDs owned by residents were reported in the balance o
payments “above the line” as part of private transfers (like workers
remittances) and even FCDs held by non-residents were not includec
in the stock of external debt’. Furthermore, FCDs held by residents
even though they represented a liquid claim on the central bank’s for
eign exchange holdings and generated a large ‘open’ position for the
central bank, were not netted out for the purpose of program monitor
ing of net international reserves, or NIR (where changes in NIR are a1
important part of program conditionality).
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The benefit to government of these resident FCDs was that it had
access to foreign exchange that could be used to finance the external
current account deficit. It also allowed the Sharif government (includ-
ing, to be sure, successive governments) to postpone taking the necessary
but difficult policy measures to address the fundamental disequilibrium
in the balance of payments. However, by encouraging rapid ‘dollarisa-
tion’ of the economy it eroded confidence in the rupee, reduced the tax
base, caused huge losses to the State Bank because of the exchange risk
guarantee and immunity from enquiry, legalised capital flight and pro-
moted the growth of the underground economy. Finally, at a policy
level, the rising proportion of resident FCDs in total money supply
constrained monetary policy lling d liquid-
ity became more difficult and behavioural rtlauonshlps between reserve
money (operational target) broad money (intermediate target) and
inflation (ultimate objective) became more complex.

Despite the economy’s new vulnerability and the need to foster an
environment of macroeconomic stability and low inflation, the govern-
ment embarked on a number of grandiose schemes, the most notable
of which were motorways and airports (all financed by non-conces-
sional external borrowing) with the piéce de résistance being the yel-
low cab scheme. In short order, as rows of yellow cabs filled the
parking lots at the Karachi Port, Pakistan’s foreign exchange reserves
started to dwindle with alarming speed until there was only $150 mil-
lion left in the kitty (equivalent to about a day’s worth of imports)
against foreign exchange demand liabilities of $12 billion. Once again
Pakistan turned to the IMF to bail it out.

Shifting Sands

General Musharraf acknowledged that he did not know economics.
But he was a good listener, loved long-winded, coloured power-point
presentations and he learnt well. As usual, given the precarious state of
the economy with low foreign exchange reserves, Pakistan entered into
an IMF program, which took the shape of a three-year highly conces-
sional Poverty Reduction and Growth Facility (PRGF) with high
access. Despite the arrangement, foreign exchange reserves initially
continued to hover at the very low level of $1-1.7 billion. This
changed dramatically after 9/11 reflecting the reverse flow of capital
and re-flow of workers’ remittances into the official market, both of
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which occurred in response to fears of possible investigation of trans
actions in the money-changer market. Debr relief from the Paris Clut
i d disb of foreign assi by the US after Pakistan'

p in Afghani also d to the reserve build-up
In one year alone, foreign exchange reserves surged by more than §:
billion, boosting confid bilising the exch rate and reducin
the disparity between the official and parallel market rate for foreig
exchange. Indeed at one point the parallel market rate was less depre
ciated than the official exchange rate.

In a remarkable first, the government actually completed the three
year PRGF. Whether this was done with a sleight of hand or nc
remains a mystery. Pakistan had earlier confessed to cooking the fiscz
books and showing a lower fiscal deficit than the true one. Withou
taking the Office of Executive Director in the IMF into confidenc
beforehand, which may have allowed the matter of misreporting to b
handled quietly, the new Finance Minister stunned the IMF with
letter of admission of misreporting of the fiscal deficit. An IMF mi¢
sion was sent to Pakistan to investigate the matter and submitted
report to the IMF Executive Board. Pakistan was fined millions ¢
SDRs (the IMF's synthetic unit of account) for this indiscretion an
had to return money to the IMF since it had been accessed (drawn or
in the context of an IMF program and therefore under false pretence
(IME News Brief No. 00/23). Whether this practice of massaging th
data to meet targets continued under the PRGF remains unknowr
With a few exceptions, Pakistan's national accounts are poor and bez
only a passing resemblance to the reality on the ground. This is espc
cially so with regards to the fiscal accounts where an unknown bu
certainly large amount of spending, particularly US-funded militar
spending, is undertaken off-budget. The fiscal accounts, typically th

of an IMF program are a tempting target for discreet an
deft manipulation.

With the IMF program completed, there was much rejoicing an
backslapping over having broken the ‘begging bowl’ and regaining ou
*economic sovereignty'. To more sober and thoughtful minds, an
especially in the light of our past experience, many hearts sank sin¢
such boastful declarations usually signal the beginning of another en¢
And so it was this time as well. Now unconstrained in its decisior
making, the government embarked on a hasty and ill-conceved das
for growth taking comfort from a significant level of foreign exchang
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reserves, sharply rising workers’ remittances, up-grades by rating agen-
cies, large inflows of foreign private direct and portfolio investment,
new bond flotation, and plentiful aid. The principal instrument to fur-
ther the government’s growth objective was to use monetary policy to
finance consumption, a bizarre strategy in a savings-constrained econ-
omy with a large savings-investment gap (which was mirrored on the
external side by the large disparity between imports and exports). To
*kick-start’ the economy, interest rates were cut sharply to below infla-
tion which meant that they were negative in inflation-adjusted terms
flooding the economy with cheap money and excess liquidity. In the
initial period, with some ‘slack’ in the economy (as reflected in underu-
tilised labour and capital and a negative output-gap) growth did pick
up and inflation stayed low. However, this slack was quickly taken up
and the economy moved to above its ‘potential growth’ limit, defined
as the maximum speed at which an economy can grow—given labour
and capﬂ:l resources and the shape of the technical progress func-

ithout igniting inflati Yy p or straining macroeco-
nomic imbalances.

The underlying trend of inflation is always a good indicator of
resources pressure in an economy. Inflation was unusually low in the
aftermath of September 11 at around 2 per cent per annum but started
to pick-up. By the time inflation had reached 5—6 per cent per annum
there was no cause for undue alarm since that is Pakistan's long-term
‘steady-state’ rate of inflation and one could argue that inflation had
reverted to its long-term trend. There would have been even less cause
for concern on rhe inflation front if the growth upswing had been

ied by in ec y-wide Total Factor Produc-
tivity (TFP) that would augment the economy’s potential non-inflation-
ary growth limit. While a pick-up in TFP typically occurs in the initial
phase of an economic upturn (as output grows faster than the existing
stock of inputs of labour, capital and technology), the growth of TFP
should reflect a I shift in the production function
that is sustained and can therefore support the higher non-inflationary
growth potential of the economy. There is no evidence to suggest that
TFP growth following an initial pick-up was cither permanent, struc-
tural or was sustained.

To a discerning economic observer it should have been clear that the
economy had started to ‘overheat’ as aggregate demand raced ahead of
the economy’s aggregate supply potential largely fuelled by consump-
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tion. In addition to the loose and highly accommodative monetar
policy stance of negative real interest rates, the fiscal deficit imstead o
serving as a counter-cyclical tool and attenuating demand pressures o
the up-swing (as it normally should) was becoming dangerously prc
cyclical. Thus, both fiscal and monetary policy was imparting a stron
expansionary impulse, pushing up inflation and spilling over into th
external sector leading to surging imports while ‘crowding out” export
when economic policy should have been aiming to do the reverse. Th
fact that the exchange rate was appreciating in real effective terms (
‘stable’ nominal exchange rate set against a background of risin
domestic inflation) made matters worse as export profitability wa
squeezed and the export-to-GDP ratio fell. As the external deficit wic
ened there was sustained downward pressure on the country’s foreig
exchange reserves. This is always an unambiguous sign of an econom
under stress.

A paper prepared by the Social Policy and Development Ceater ¢
carly as 2005 presented some striking numbers all pointing towarc
economic overheating. Economic growth was a solid 8.4 per cent, o
highest in the world. But growth was not being driven by investmer
and net exports. It was being led by consumption and imports rathe
than the more sustainable route of investment and exports. In 20C
real private consumption rose by 17 per cent (double the rate of tf
previous year), imports by 44 per cent, exports by only 8 per cent (¢
large difference between imports and exports or net exports shaved o
as much as § per cent from growth), private fixed investment rose t
a modest 4.8 per cent, public investment fell 5 per cent and inflatic
accelerated into double-digits. Despite these numbers, which denot
an economy under stress, the 2005-06 budget took on an ominous
expansionary and pro-cyclical stance.

Apologists for General Musharraf's regime argue that once it h
become clear that the economy was overheating, the State Bank of Pal
stan moved into a tightening phase and raised its policy interest rate
ool the economy. If that was the case the State Bank was hopeless
behind the policy-making curve. This is because it takes twelve to f
teen months for a change in the policy interest rate to start to affe
outcomes. In view of these long lags, the State Bank should have act
p ptively at the first istakable signs of i heating (
which there were many) to dampen demand pressures and subdue infl
tion, which had now developed a worryingly ble di i
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With lative bubbles developing in ion, the real estate
sector, the stock market and commodities such as gold, and accelerating
inflation, all that was needed to tip an overheated economy with height-
ened vulnerability over the edge was a small unanticipated exogenous
domestic or external shock. This came in the form of the large ‘twin
global shocks’, the first of which was the surge in the global price of oil
and other commodities; and the second the worst global financial crisis
since the Great Depression. The former pushed Pakistan’s fiscal deficit
to beyond 8 per cent of GDP as the higher price of oil was absorbed
into the budger as subsidies and was not passed through; correspond-
ingly the higher imported cost of oil and dities swelled the exter-
nal current account deficit to in excess of 8 per cent of GDP. The ‘Great
Global Recession® also hurt the demand for Pakistan’s exports at a time
when import volume and unit values were rising strongly.

The new government inherited an economy in growing disarray as
the lags from the deeply flawed policies of the previous government
worked themselves out. Instead of quickly taking stock of the rapidly
deteriorati ic situation and impl ing strong i

the g seemed stupefied. A new c ion named
‘Friends of Democratic Pakistan’ (FoDP) pledged fresh assistance to
Pakistan at a conference held in Tokyo, Japan but it was clear—or
should have been clear—that translating these pledges into actual
inflows that would help the budget and/or the balance of payments
would take time. The Finance Minister informed the people that he
had a ‘Plan A, a ‘Plan B’ and a ‘Plan C' in mind when it should have
been clear to him that the only game in town was Plan F—the IMF.

It is true that ies that are in ic distress are rel
to turn to the IMF for assistance, since doing so is an admission of
economic failure and of a loss of control. Articles in the Pakistan
press about ‘fiscal servitude' and the ‘social holocaust’ an IMF pro-
gram will bring in its wake, whether contrived or spontaneous, did
not help the government make up its mind. However, delaying, pre-
varicating and hoping that someone would come to Pakistan’s rescue
only made the task of economic adjustment more painful. It is self-
evident that the wrenching pain of adjustment and the strength of the
corrective measures that would be needed to put the economy back
on track would have been smaller and the costs in terms of lost out-
put, employment and poverty less if Pakistan had turned to the IMF
carlier rather than later.
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As domestic and external deficits widened and inflation continued to
climb, confidence was lost and there ensued unprecedented capital
flight amid a rupee/dollar exchange rate in virtual free-fall. The stock
market collapsed as private portfolio i fled to safer heavens,
bubbles popped and our foreign exchange reserves, in a painful repeat
of the past, started to disappear with astonishing speed, at one time
declining $700 million in a single week. In the end, Pakistan had nc
recourse except to turn once again to the IMF for ‘exceptional finan:
cing'. It is highly likely that the FoDP made their support conditiona
on Pakistan engaging with the IMF.

In hindsight it is true that the twin external exogenous shocks servec
as the tipping point for the economy. But these shocks were neither the
precipitating nor the initiating force behind Pakistan’s latest economic
crisis; they exacerbated it but did not cause it. The root cause of the
crisis was the short-sighted and heedless pursuit of unsustainabl
policies, both fiscal and monetary, that produced an illusion of con

ion-led growth and prosperity for a while but was bound to self

destruct.

With a little bit of foresight, attention to the build-up of pressure
and carefully-calibrated preemptive steps to cool the economy, th
economy would have made a ‘soft landing’ and Pakistan could hav
been as well-placed to cope with the twin exogenous shocks as othe
developing countries were. The economy could have continued on
less spectacular but more sustainable growth path with macroeco
nomic imbalances tending towards correction and inflationary pressur
easing. Other developing countries had room to use their fiscal posi
tion as a counter-cyclical tool and ease monetary policy to cushion th
turbulent downburst arising from ‘The Great Global Recession’ sinc
their starting position was stronger.

Pakistan had to do the reverse. It had to tighten its macroeconomi
policy stance, curb the fiscal deficit and push up interest rates ina
effort to dampen demand pressures and inflation and forestall a ful
blown balance of payments crisis and debt-default. The people ¢
Pakistan were once again put through a painful exercise of econom
readjustment. As economic growth slowed amid soaring inflatio
which hit an unprecedented headline rate of 26 per cent (core inflatic
which strips out the volatile components of inflation such as food an
oil and is an unambiguous reflection of the underlying stance of macr(
economic policies also hit an unprecedented high of 18 per cent), o
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economy was trapped in the grips of stagflation. Unemployment rose
and millions of households were pushed back into poverty as high
inflation cruelly eroded their living standards.

Was the IMF Culpable?

It has been argued that the genesis of the crisis as described here is
exaggerated because the IMF—the ever-watchful guardian of fiscal and
monetary rectitud, Id have said hing. However, the truth
of the matter is that with the IMF program having been completed, it
had no leverage over the conduct and direction of Pakistan’s economic
policies. The annual obligatory Article IV C leation di: i
which the IMF holds with all member-counties (advanced and develop-
ing) is, compared to program negotiations, a relaxed affair and is taken
lightly. This is unfortunate because IMF ‘surveillance’ over member’s
policies (whether they have an IMF program or not) goes to the heart
of the IMF's mandate. The IMF is duty-bound to point out emerging
risks and unsustainable policies and make recommendations for timely
corrective action. How it should convey the message and what kind of
language it should use has been the subject of much debate amongst
IMF staff, management and the Executive Board. There is always the
risk that strong words may rartle markets and precipitate a crisis when
there was not one to begin with. On the other hand, the IMF can be
too nuanced and subtle in its language (sometimes dubbed as ‘Fund-
speak’) in glossing over fault lines. It has happened in South America
and most infamously in the Asian Crisis of the 90s as well as in Mex-
ico and Russia. Critical turning points can be missed, the language in
staff reports to the Executive Board is insufficiently forthright and the
IMF is caught off-guard when the crisis erupts.
Were the Pakistani authorities warned of the nature of
their policies or the y's heightened vulnerability to shocks, and
impending disaster? There is reason to believe they were, but only in
private. These warnings were rebuffed with the Bushism that, ‘You are
cither with us or against us’. In one case a critical report on the per-
formance of the Pakistan economy was re-written, toning down the
language and the Mission Chief’s name was removed from the docu-
ment. Obviously, neither the Pakistani authorities nor the IMF's Execu-
tive Board read the original unexpurgated report. That report presented
in stark hard-hitting terms the escalating risks of an impending crisis

bl
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nd urged urgent corrective action in the fiscal, monetary, structural
nd exchange rate areas.

Is the IMF therefore culpable in Pakistan’s most recent crisis? To an
xtent it was. The IMF is a professional organisation with some of the
lest macroeconomists under one roof but it is neither clairvoyant nor
imnipotent. The IMF has also made mistakes and some very grievous
nes. In Pakistan’s case, the IMF has not been the overbearing, rigid
nd inflexible detractor that it is made out to be. It has not had a pro-
ound and deep impact on policy-making in Pakistan. Its influence has
«een intermittent, if not marginal. Those in Pakistan deeply commit-
=d to reforms lament the fact that the IMF has been insufficiently
ough on Pakistan laying itself open to the charge that its policies
erve to perpetuate Pakistan’s corrupt ruling elites. Time and again
akistan has been left off the proverbial hook when economic adver-
ity and a need for exceptional financing from the IMF to stave off a
nancial crisis would have been the best time to push through deep-
zated and lasting reform. These remarks apply to other multilateral
:nding agencies as well—the World Bank (WB) and Asian Develop-
1ent Bank (ADB).

Jwnership of Reforms

‘he list of reforms Pakistan needs on the macroeconomic and struc-
aral side is a long one. It is also an agenda that remains largely unful-
lled even after sixty-three years and many failed IMF programs.
akistan's record of taking reform steps and then rolling them back
ad earned it the sobriquet of * op dij *. An IMF program
ets some reforms impl d as part of its ditionality but as
oon as the program is over or ended by the authorities themselves
1id-way, all the reforms are rolled back. Tax exemptions and conces-
ions are a case in point. The IMF will insist that these exemptions and
oncessions be removed since they fragment the tax base and reduce
evenue, are wasteful and ineffective. They are removed only to be put
iack once the IMF program is over. At the next program—and there
Iways is another IMF program lurking down the road—the charade
i repeated. Selective tax concessions and/or exemptions are doled out
gain to the politically powerful, the budget is burdened with ill-tar-
eted subsidies which accrue largely to the rich and crowd-out much
eeded investment in social and physical infrastructure, and import
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protection is raised for specific products and sectors. Tax revenues fail
to keep up with even the nominal growth of the economy because of
poor compliance, corruption and insufficiently vigorous audits of tax
under-filers.

The phenomenon of reforms being rolled-back and vitiating any
good that may have been done is a striking manifestation of a lack of
‘program ownership’. Pakistan needs to ‘own’ reforms not only under-
take them, haltingly and grudgingly, or with a sleight of hand, under
IMF duress. Program conditionality cannot substitute for hip
The Fund has erred in this respect hoping that tighter conditionality
can make up for a lack of ownership. The view so often heard that
there can be no reforms because of powerful ‘vested interests’ has some
weight but is not entirely persuasive. There are vested interests in other
countries as well, whether in Brazil or India or Indonesia. Yet these
countries have implemented reforms, they manage to keep their macro
economy on a stable low inflation track, they anticipate and implement
corrective measures promptly when risks emerge, they take bold deci-
sions, and they do not turn to the IMF to bail them out every few years
because they have mismanaged their economy and run out of foreign
exchange reserves.

At the technical level, Pakistan has the talent of bright economic
minds even if the best and the brightest had fled from the country to
greener pastures in the Bank and the IMF around 1970. The talent of
those who are still in Pakistan needs to be harnessed and their voices
heard so they can convince the political leadership that reforms, which
make for a more efficient and egalitarian economy and make inroads
into poverty, are in their interest. These people have the skill to develop
an economic and financial strategy of growth and poverty alleviation,
which is underpinned by well-articulated policy and 1
reforms. Even if the IMF needs to be called in, it should be Pakistan’s
program, and not what the IMF gives us, to which we react. Other
countries do this. They present their own program to the IMF and treat
the associated financial assistance as a reward of their belated display
of virtue. This is the only way to ensure ‘ownership’, the most critical
ingredient in successful and lasting reform implementation.

This is not to suggest that only ists can solve our
problems and save the day. Pakistan has had the good fortune to pro-
duce some of the finest civil servants, who have served with distinction
in key economic ministries and the central bank. Many of them have a
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deep and abiding commitment to reforms, listen to advice, understanc
the issues and know the art of the possible. Even economists know, o
should know, that the ideal textbook solution to an economic problen
is not always possible or doable. They must then work with second
best alternatives keeping in mind ‘ground realities’ and administrativ
and technical absorptive capacity.

The 2008 twenty-two-month IMF SBA has produced some positiv
results although the ic situati i use a much-l
IMF word—‘fragile’. Pakistan's external deficit is sharply down wit
most of it due to lower international prices for our imports but als
due to macroeconomic adjustment taking root. Foreign exchang
reserves have reached more comfortable levels; growth is picking u
despite the strong headwinds associated with power shortages and
difficult security situation; asset markets have stabilised and th
announcement of fresh inflows of US assistance following the ‘Stratc
gic’ talks led to an appreciation of the rupec versus the US dollar. Ma
ket confidence is returning, interest rate spreads denoting country ris
are narrowing and the international rating agencies appear to be clos
to up-grading our debt. Yet, despite these positive developments, risk
abound. Fiscal slippages, especially on the spending side related ¢
defence and security cloud the cconomic picture. Government borrov
ing from the central bank, which injects ‘high-powered’ money int

the ec ic system and is therefore highly inflati y, has been i
excess of prudent limits and inconsistent with the need to control infl
tion. The pt 1, but not well-und d, rise in workers’ remi

tances despite the turmoil in the Gulf countries, notably Dubai, shov
signs of slowing down. This could portend the unwinding of a pre
longed ‘stock adjustment’ process which when completed may st
workers' remittances fall off sharply and weaken the external curre:
account. Inflation appears to be making an unwelcome comeback su
gesting that the process of monetary easing may have to be halted, «
reversed, which will hurt growth.

Given these extant and emerging risks, it is well that the budget f
2010-11 attempts at another year of macroeconomic stabilisatio
This would be good for inflation, which needs to come down furth
even if the end-of-period inflation target of 9.5 per cent per annum
disappointingl biti The relatively tight stance of macr
policies should also ensure that the external deficit, a key source
vulnerability in the Pakistan economy and always a binding co
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straint, is kept in check and gross foreign exchange reserves stay at
comfortable levels despite an anticipated pick-up in import volumes
and prices as the domestic and global economic recovery gathers
strength. Much of the debate on the fiscal measures in the budget has
been hadowed by a vig if ill-i d—debate on Paki-
stan’s commitment to the IMF to transition from the present GST
(which operates in VAT-like-mode) to a full-fledged VAT. Some of the
concerns and criticism are self-serving like that which comes from the
wealthy with business interests in the National Assembly (dubbed as
the centre of conflict of interest) who probably fear that the VAT will
trap them in a seamless chain of value-addition, force them to docu-
ment and pay some taxes for a change. Having successfully corrupted
the GST through ‘fake and flying invoices’, or fake refund claims, they
would have to start afresh to corrupt the VAT regime which would
take time and effort and where success is not guaranteed. Some con-
cerns are valid, ially the lack of ed ion of all stakeholders on
what VAT means and entails. In most other countries which moved to
a VAT regime, the process of education is started eighteen months or
more in advance.

There is concern about the impact of VAT on inflation. This seems
to be over-stated since the present GST rate can vary from 17-27 per
cent. Moving to a single 15 per cent standard rate should actually
reduce taxes and hence prices across a brozd range of commodities, an

which the C ition C ion of Pakistan needs to
ensure and enforce. A lngh VAT threshold means that economic activ-
ity which is valued at below the threshold (Rs. 7.5 million) is exempt
from VAT altogether. Neither the IMF nor the Government of Pakistan
should be taxing or want to tax every ‘khoka’ or ‘ghara’ (small one-
man retail shops and hand-driven cart retailer respectively) down the
street. There are a limited list of exemptions, such as food, health serv-
ices, education and medicines that are VAT-exempt, which impart sume
progressivity in the VAT regime. One would have hoped that private
health and education institutions would not be exempted from VAT.
Yet the VAT is an indirect tax and the budget regrettably took no
measures to bring back progressive taxes such as the wealth tax, gift
tax or inheritance tax which should never have been removed in the
first place.

Most importantly, with the VAT not in place by 1 July 2010, Paki-
stan would have missed a ‘performance criterion’ under the on-going
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GoP-IMF SBA program. This would, technically-speaking, bring the
program to a halt and no further drawings can be made on IMF
resources until Pakistan requests and receives a ‘waiver’ for non-com:
pliance from the IMF's ive Board. In the i there it
much discussion about a ‘reformed’ GST (instead of the VAT) althougt
it is not clear what that means and, if feasible, raises the Qquestion: why
was the GST not reformed a decade ago?

Whatever the final outcome, the question remains whether the
Executive Board will grant the request for a waiver and whether Exec
utive Directors will ‘buy into’ the ‘reformed’ GST as an equivaleat, i
not superior, substitute for the pure VAT. The US as the largest share
holder in the IMF is being lobbied intensely to soften its own stan
and soften up other Executive Directors (especially those representing
other G-7 countries) on the IMF Executive Board. It is amusing to se
Pakistan play politics with the IMF (neither for the first time nor th
last) while also complaining that the IMF is a political—and not :

fessional—institution dominated by, and serving, the interests o

the same G-7.

If the waiver is granted (and there could be more than one reques
for waivers as there appears to be a breach of another “performanc
criterion’, namely, zero net borrowing from the central bank at end
quarter), the SBA program can be restarted. It would be in Pakistan
interest to do so and not allow the momentum of the adjustment prc
gram to stall. The task of stabilisation is unfinished and the critic:
transition to a higher growth path is on hand. Provided infrastructur
constraints can be eased (such as in the energy sector) and the securit
situation improves for the better, there is no reason why the econom
cannot post a growth rate of GDP of around $-5.5 per cent i
2010-11 and move closer to potential of 6.0-6.5 per cent GDP growt
the following year.

Once the SBA is over at end-2010, it would be surprising if the U
and the other G-7 countries do not ask that Pakistan stay engage
with the IMF, since a stable i i h
the odds that aid inflows will be used wisely and well. Indeed, o
grant of waivers for non-compliance of performance criteria mei
tioned earlier could well be given subject to Pakistan’s commitment |
a follow-on IMF program. The major donors know our undistit
guished record of economic mismanagement and ‘stop-start-rollbac
record of adjustment. Whether we like it or not, an IMF arrangeme:
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serves as a disciplining force on the conduct of our economic policies.
Pakistan should use the IMF as a political flack-jacket to push through
deep-seated reforms. The IMF is used to playing that role and can
take the flack. Many ies, both developing and ad d, use
that ploy as well to good effect, the latest example being Greece where
deep public-sector pay and pension cuts and fiscal austerity have
been fiercely resisted but will go through as a condition for IMF and
Euro-loans. Greece has no choice and the Euro-countries led by Ger-
many and France would not want to see the Euro currency fail.
Removing the IMF's disciplining force, no matter how much it is
liked and criticized could cause us o revert to the all-too-familiar

of d decisi king which time and again has
got us into trouble.

There are several possibilities of further IMF engagement. One pos-
sibility would be to ask the IMF for a ‘precautionary’ follow-on SBA
(and not draw on relatively ive SBA and b
our external debt). One could also think of a looser arrangement, a
sort of ‘shadow’ program that mimics an actual IMF arrangement but
does not entail request for IMF resources. However, given the size of
Pakistan’s outstanding debt to the IMF, which exceeds 100 per cent of
its quota, Pakistan may have no choice anyway but to submit to
*Post-Program Monitoring’ with six monthly reviews that are pub-
lished, implying a close watch over the conduct of our macroeconomic

policies.
Whatever Pakistan’s relations with the IMF in the immediate term,
Pakistan needs to abjure the ion to resort to ly

ary macroeconomic policies that only create the all- (oo-famnhzr cycle
of boom, bubbles and bust. Pakistan’s political leadership and policy-
makers need to recognise that there is an y between good and
bad policies and their outcomes. Bad policies will quickly lead to bad
outcomes from which there may be no turning back as negative
dynamics take hold in a cumulative and circular self-fulfilling down-
turn. The rewards of implementing good policies takes a frustratingly
long time to be felt because confidence of economic agents once lost is
difficult to regain; moreover those who suffer from reform recognise
their losses quickly and want to offset them rapidly while the benefici-
aries either fail to appreciate their ‘gains’ or take a much longer time
to do so. All governments are impatient to show results and want to be
seen as responsive to the expectations of the people. But experience
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should teach that there is little to be gained by policy-induced distor-
tions of macroeconomic policy instruments, such as interest rates that
are close to zero or negative after adjusting for inflation encouraging
excessive consumption and imports, imprudent borrowing, building up
debt and discouraging savings. This creates a mirage of prosperity and
a short-term burst in growth but eventually sclf-destructs. Nor is there
anything to be gained by hastily conceived unviable spending ini
tives that crowd-out more essential spending on education, health and
other physical and social infrastructure which are critical to boosting
the economy’s medium-term growth potential.

There are many who argue, and rightly so, that talk about ensuring
macrocconomic stability and low inflation is a non-starter unless gov-
ernance issues are addressed first. There is no doubt that good govern-
ance is inextricably linked with good economic policies and vice-versa.
The subject of good g e ad ing and vast field
but by any calculus Pakistan ranks poorly when compared to other
developing countries. No doubt, bad governance as manifest in mis-
management, deep-scated corruption and a flaunting of the rule of law.
extracts a heavy toll in all sections of Pakistan society and creates the
kind of economic instability and wrenching crisis that Pakistan has
witnessed so many times before.

Mucroeconomic Reform Agenda

With a new cconomic team in Islamabad, Pakistan can cither move
forward or relapse to its old ways of destructive macroeconomic pop
ulism and face another balance of payments crisis in a very few years
Yet, despite the unhappy burden of cconomic history and heavy odds
a program of reform is neither dauntingly difficult nor impossible t¢
implement. First, Pakistan needs to realise that macroeconomic stabil
ity and an environment of low inflation s pro growth and pro-poot
No country has grown at a strong and steady pace while it is bein|
buffeted with macroeconomic instability and high and variable infla
tion. The Asian Tigers succeeded in bringing poverty levels tc the lov
teens by the dete ed I of pro-gs h poliies tha
1

sly kept infla y pres in check. Bringing inflatiol

down and kecping it down should be the government’s highes: priorit
since it will foster growth, reduce inter-personal tensions and alleviat
poverty. Inflation is often called the ‘cruellest tax of all* because i
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hurts disproportionately those who can least afford to bear it or to
offset it as the rich are most enabled to do.

At the very minimum, controlling inflation will require keeping the
fiscal deficit—the root cause of recurring macro-instability, high infla-
tion and balance of payments crises—under control. Time and again
Pakistan has lost control of its fiscal situation because of tax revenue
shortfalls and current spending over-runs. Keeping a control on the
fiscal deficit should be spearheaded by spendmg restraint and where
possible spending cuts since exp here has shown that
spending cuts tend to be lasting and are associated with successful
adjustment. Introducing the practice of zero budgeting and/or pay as
you go might be a fruitful way to proceed. The Fiscal Deficit and Debt
Limitation Act needs to be taken seriously and the Finance Minister
called to account in the National Assembly to explain why deviations
have occurred from the desirable path of fiscal adj and what
the authorities plan to do to get it back on track and contain debt lev-
els consistent with the stipulations of the Act.

On the monetary side, the State Bank needs to move to a system of
inflation targeting and target an inflation ‘band’ rather than the present
practice of targeting a single-point estimate which is unrealistic, gives
a spurious impression of exactitude and is based on what looks good
and acceptable from a political perspective. While the technical pre-
requisites for inflation targeting are onerous, they can be met. How-
ever, inflation targeting is not a magic bullet. It cannot work under a
regime of ‘fiscal dominance’ where monetary policy is hostage to the
vicissitudes of and slippages in the budget. In such an unbalanced
policy regime, monetary policy will have to be tighter than it needs to
be since it will be constantly seeking to off-set the demand pressures
coming from the fiscal side in an effort to keep inflation down. The
resulting high interest rates will stifle growth. Only a reasonably tight
fiscal stance can give monetary policy the room and flexibility to guide
policy interest rates and hence influence economic activity and market
expectations of inflation.

The State Bank can start to target an inflation band of around 5-7
per cent per year and then gradually lower it and tighten the band as
experience is gained and the trznsmlssmn mechanisms between mon-
etary policy action and outp e is better und
The State Bank Governor should have a clause inserted in his contract
that failure to meet the target band will call for an explanation in an
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open letter to government. Repeated failure to miss the band shoul
result in the dismissal of the Governor as in other countries. The
present IMF conditionality that there should be zero net borrowin
from the State Bank of Pakistan at each end-quarter should become :
law, not because it is an IMF requirement but because it is good fo
Pakistan and it will foster financial stability by putting a hard ceilin
on net government borrowing. S:mll:r ceilings should be placed o
overdrafts and borrowing by p ding thes
ceilings should invite punitive fines. The Governor of the State Ban|
should not desist from bouncing a few checks as a signal that financia

discipline and fiscal reckl will not be tol d. This was don
in regards to provinces exceeding their ‘ways and means’ advance
when for the first time in Pakistan’s history the State Bank refused t
honour payment orders issued by provinces in excess of their limits
This practice needs to continue.

Second, while the control of spending is important, Pakistan need
to learn to tax and do so equitably and effectively. Income earned it
any economic venture should be subject to taxation. There should b
no sector of the economy that is un-taxed, whether it is agriculture, th
stock market, real estate or the services sector because there is no eco
nomic or moral justification not to tax income-carning activity in thos
sectors. A country which collects a stagnant 8-9 per cent of GDP il
tax revenues (a ratio which risks falling further unless the VAT or th
‘reformed’ GST produces positive and sustainable results that can pus!
our tax-to-GDP ratio to at least 15 per cent over the medium-term
does not have much of a future because it will never have the resource
to finance essential social and physical infrastructure by the public sec
tor, the key to boosting the economy's medium-term growth potentiz
and complementing investment by the private sector. With a broade
tax base with only a few selective concessions and exemptions, ther
should be room to cut tax rates (where rates are perceived to be high
while stepping up tax compliance through a sustained and vigorou
program of random forensic and on-site tax audits.

Third, Pakistan needs to introduce social safety nets for the poc
and vulnerable to protect them in times of high inflation and/or sharpl
slowing growth when wage earners are put on short-time on reduce
pay or losc their jobs entirely with no unemployment compensatior
The Benazir Income Support Program (BISP) is the first social safet

net that Pakistan has developed and its impl ion should b
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stepped-up to reach the poorest households. It will not be perfect and
there will be leakages, corruption and misallocation. The scheme also
risks being politicised. The BISP can be refined and better-targeted over
time with experience and the process of ‘learning-by-doing’. Cash

fers to poor households should be conditional on skill develop:
ment so that the feree can become icall

Fourth, Pakistan needs to move awzy from reliance on polmcally-
driven and volatile ‘foreign savings’ or more specifically official bilat-
eral aid inflows. In addition to other debilitating effects, aid sets up
perverse incentives by alleviating the pressure to implement urgently
needed domestic reform. Indeed, there is evidence that foren;n aid hzs
over the years tended to supplant rather than I
savmgs In place of aid, Pakistan should foster the condmons for rais-
ing d ic savings (and red B ings via the
budget) by ensuring that banking deposits are remunerated in positive
real terms and government savings instruments are linked to and fluc-
tuate with nominal GDP growth rather than set through government
fiat by committee. Issuing inflation index-linked bonds may also be a
good idea since that would put pressure on the authorities to keep
inflation in check.

In additional to raising domestic savings, official aid inflows should
be substituted over time with a concerted effort to attract Foreign
Direct Investment (FDI) inflows which embody the best managerial
and marketing skills and ‘best-practice’ technology, especially to the
lagging and undiversified export sector as other successful developing
countries have done. While FDI will remain tentative under the present
difficult security situation, Pakistan’s growing domestic market and the
untapped potential for developing new exports and finding new export
markets makes the country an attractive destination for such invest-
ment. To be sure, this will mean addressing, inter alia, the country’s
acute power shortages and implementing a true fast-track ‘one-win-
dow’ operation for FDI approvals.

Fifth, and following from the above, Pakistan needs to implement a
well-designed and coherent export-led development strategy. Despite
the persistence of a large trade deficit, which has not been brought
down over time, Pakistan has never articulated an expluclt expon-led
devels strategy. For sixty-three years the
tion’ and market destination of our exports has remained broadly
unchanged. In other words, we export the same mix of commodities to
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the same markets. Exports as a ratio of GDP have stagnated and at
times fallen suggesting, inter alia, that economic policies are ‘crowding-
out’ or penalising exports. The unit price we receive for our exports is
roughly half of what our competitors obtain in the world market for
the same product, a dismaying fact which points to the unutilised
scope for boosting export revenues from even the existing export base.
While the large-scale manufacturing sector gets most of the policy
atention not least because of its powerful lobbies, it represents the tip
of the manufacturing sector iceberg. Some 80 per cent of output, 87
per cent of employment and 70 per cent of Pakistan's exports emanate
from the Small and Medium Enterprise (SME) sector. Boosting the
growth of thc SME scctor through targeted incentives that are per-
formance based and technical assistance would pay large dividends as
the scope for exports from this sector is exploited. Since these exports
are labour-intensive, growth in the SME sector has important implica-
tions for employment, wages, income distribution and poverty allevia
tion. Pakistan also needs to address the issue of export quality, meet
the highest standards of packaging and hygicne and adhere to tight
delivery dates, the so-called ‘non-price’ determinants of exports. Mar.
kets once lost because of deficiencies in these areas are difficult if not
impossible to regain.

Sixth, while maintaining macrocconomic stability is the prerequisite
for achicving sustained growth with low inflation, Pakistan needs tc
implement cfficiency-enhancing structural reforms that boost Tota
Factor Productivity (TFP). There exists a National Productivity Organ
ization in Pakistan but it is not clear how effective it has been in rais
ing TEP. Studies on ‘Growth Accounting’ round the world have showr
that cconomic growth is not fully explained by factor accumulatior
(more labour and capital inputs of unchanging quality) but by perma
nent upward shifts in the production function brought about throug
technological progress. Technological progress in ather countries typi
cally accounts for 70 per cent of growth and factor inputs for only 3(
per cent. In Pakistan the si is reversed. Technological progres
makes a small (about 24 per cent) contribution to growth. This sug
gests that growth in Pakistan has been resource-intensive and factor
deepening and thus inefficient and wasteful. This has to change
Technological improvements and closing the ‘technological gaps
between Pakistan and more advanced developing and industrial coun
tries needs to be given the highest priority in policy-making, whethe
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in I f: energy, port, eXpOrts or services.

No country has progressed without ined and rapid imp
in TFP over time.

Seventh, reforms of the macro economy will prove to be unavailing
unless Pakistan addi the chall of ing Public Sector
Enterprises (PSEs) which incur staggering losses that exceed the size of
the development program. Adding their losses as ‘quasi-fiscal deficits’
to the narrower concept of the fiscal (budgerary) deficit would raise the
Public Sector Borrowing Requirement (PSBR) by 2-3 per cent of GDP
and provide a more honest—and more daunting picture—of the pre-
emption of the public sector on the economy's resource envelope. To
be successful and lasting PSE restructuring needs to start with the
acceptance of the fact that it will have to be accompanied by draconian
job and wage cuts across all levels of management and staff. Pakistan's
recent experience with the restructuring of the banking system which
was financed by a soft World Bank loan is instructive. All persons
asked to leave employment were given a severance package or ‘golden-
handshake’. This experience needs to be replicated. Concurrently,
management should commit to an up-front meaningful cut in salary
and perks that are then held constant in nominal terms for, say, three
years with no bonuses. No PSE restructuring anywhere in the world
has been unacc ied by a labour shaki and a freeze on wages,
salaries and bonuses of the retained workforce. Raising TFP and cut-
ting costs with an unchanged workforce is impossible to achieve.

Finally, Pakistan needs to keep a careful watch on the evolution of
the ‘real’ exchange rate, namely, the nominal exchange rate adjusted for
inflation since the exporter is interested in the ‘real’ value of the rupees
he earns per dollar of exports after allowing for inflation and not the
nominal value before adjusting for inflation. Too often in the past,
because of political pressure and the mistaken belief that a ‘stable’
nominal exchange rate is a reflection of good policies, the exchange rate
has been allowed to appreciate in real terms, giving the exporter fewer
real rupees per unit of exports. Price competitiveness, as reflected in the
real exch rate is an imp Ibeit not the only or exclusive—
determinant of export success. Only by bringing our domestic inflation
rate down in line with (or below) our competitors and trading partners
can a stable nominal exchange rate be consistent with constant (or ris-
ing) real export profitability. Higher domestic relative inflation means
that we need to push the nominal exchange rate downwards as we do
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now just to compensate for our higher relative inflation differential vis
a-vis our trading partners and peti This is a self-defeati
policy since it makes the task of inflation control doubly-difficult as :
depreciating currency pushes up import costs which percolate into the
cost and price structure of other goods and service in the economy.
This is a broad brush listing of some of the key macroeconomic
reforms that Pakistan urgently needs to implement. However, reform:
of the macro economy need to be underpinned by sectoral and micr¢
policy action. Much can be said about these sectoral reforms but tha
should be left to the sectoral experts in agriculture, energy, education
and skill development, and health services. Suffice it to say, the tru
potential of Pakistan’s agriculture sector remains largely untapped anc
new sources of growth can and must be found. Pakistan needs to mov:
away from being a single-cash-crop economy and diversify into highe
lue-added dities for domestic ion but ially fo
export. It is self-evident that we must solve the problem of cripplin|
power outages if the economy is to resume steady growth and creat
new employ PP ities. The unf saga of the renta
power projects is an evil that the economy will have to live with as
short-term solution until more cost-efficient sources of power can b
brought on stream, including hydropower and nuclear power. Inth
social sectors such as health and education, the government should us
hard rising floors to protect development allocations for these sector
and keep them in line with or ahead of inflation. A system of floor
will also help safeguard allocations in times of fiscal stringency. Th

practice of cutting develop pending or withholding releases ¢
funds for ongoing projects and programs to meet fiscal targets needs t
stop. Since ac he-board cuts in devel are discrimi

tory, they play havoc with the economic viability of good projects b
pushing up costs and lowering promised benefits. By lowering inves'
ment efficiency, and the rate of return on the public sector capit:
stock, such unpredictable cuts undermine the medi 'm growt

potential of the economy and reduce TFP.

Postscript: The Great Flood of 2010

The Great Flood in the summer of 2010 caused widespread damage 1
the economy, especially to major and minor crops and the livestoc
sector. Irrigation, transport and power sectors were also badly hur
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Manufacturing was for the most part spared by the ferocity of the
flood. The World Bank and Asian Development Bank’s estimate of the
flood damage was around $10 billion. What all this means for the
economy going forward is difficult to tell but a plausible scenario can
be sketched out.

In the very short-term (perhaps the first two quarters of 2010-11),
real GDP is likely to contract by about 1.5 per cent amidst a spike in
inflation, especially food inflation trapping the economy in stagflation
from which it emerged only recently. Both the domestic and external
deficits will come under strain. In the former case this would be
because of the need to spend vast sums on rehabilitation and rebuild-
ing damaged/destroyed physical and social infrastracture as well as pay
one-time compensation to those affcclcd or dlsplaccd by the flood.
exports could fall pecially of traditional items such as
textiles and leather. Import demand will be strong-led by food, raw
cotton and the import content of replacement capital investment. Nev-
ertheless, the external side need not come under undue pressure. Work-
ers’ remi could see a signifi further rise as families ask for
larger transfers to cope with their needs for food, clothing, shelter,
medicines and buying of livestock and other agricultural inputs lost in
the floods.

Foreign aid inflows (including reimbursement from the US Coalition
Support Funds), additional IMF financing under their low-condition-
ality natural disasters facility ($451 million), as well as further draw-
ings under the ongoing SBA arrangement should help keep foreign
exchange reserves at a comfortable level with a ‘cover’ of five to seven
months of projected imports.

The government announced new ‘measures’ in a revised budget for
2010-11 to reflect post-flood realities. On the revenue side, it tabled
before Parliament the Reformed GST (RGST) wuh a single rate of tax
of 15 per cent along with a i ions as well
as bringing the hitherto untaxed services sector under the RGST net.

Since the old GST tax rates varied from 17 per cent to 25 per cent, a
single 15 per cent rate of tax under the RGST could imply price reduc-
tions across a broad range of items. In Autumn 2010 the authorities

da y flood harge on incomes above a certain
exemption threshold in zddmon to a doubling of the Special Excise Tax
on selected non-essential imports to 2 per cent. Fears of a renewed bout
of inflation resulting from these measures appeared to be overblown.
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Nevertheless, the C: ition Commission of Pakistan (CCP) will hav
to be vigilant to ensure that price reductions do take place where tax
have been cut while being watchful about cases of price-gouging ¢
other anti-competitive abuse in the new tax environment. The CCP
excellent track record of enforcement gives confidence that they wi
help to protect the interest of the Pakistani consumer.

On the spending side, i defe pendi actt
federal level have been frozen in nominal terms, whilst the public se
tor development program has undergone a drastic cut in size with ne

projects put on hold and impl ion of ongoing, Ly-|
nanced projects ang| programs being accelerated. Along with the cu
there was signifi ioritising of the develop program, shil

ing resources to sectors directly helpful to and related to post-floc
reconstruction. The provinces have also been asked to pare down the
overly ambitious development program to bring them more in lit
with their technical and administrative capacity to implement ther
This would reduce their presently large deficit budgets. Taken togethe
these revenue and expenditure-saving measures at the federal and pr
vincial levels are expected to yield a consolidated (federal plus provi
cial) overall fiscal deficit of around 4.7 per cent of GDP in 2010-1
which by all has the begrudging blessings of the IMF w1
would have wanted the pre-flood end-year deficit target to rema
unchanged at 4 per cent of GDP. However, even with this upward re'
sion in the deficit target, Pakistan should be in a position to secure t
next tranche under the continuing SBA, provided the Executive Boa
of the IMF approves requests for waivers for non-compliance of pr
formance criterion, since the measures taken now have been delay
and the performance criterion set earlier were breached.

It is unfortunate that the government did not take advantage of t
crisis to push through more radical—and highly desirable—measur
such as imposing a 10 per cent tax on the market value of all immor
able properti idential and ial) in the major cities, alo
with insisting that the provinces tax agricultural income aboveac
tain threshold from land not affected by the floods. To many, a de
flaw in the recent National Finance C ission (NFC) d—wh
saw a significant shift of resources devolve to the provinces—is
lack of any conditionality. Fiscal devolution should have been acco
panied by a clear understanding that, should the provinces fail to ra
their own revenues, releases from the NFC award would be withh
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by the amount of the tax revenues foregone. There has not been any
hint of bringing back more progressive forms of taxation, such as the
wealth tax or gift tax, which would not only be revenue-enhancing but
would also impart greater progressivity to the tax system. However
that may be, if the authorities are able to achieve a consolidated fiscal
out-turn of 4.7 per cent of GDP in 2010-11, aggregate demand pres-
sures in the economy would be reduced, govenment borrowing and
hence interest rates would decrease, the private sector would be
‘crowded-in’ and inflation could start to subside quickly, thus enabling
the central bank to cut its policy rate of interest and boost growth.
The Great Flood has caused widespread hardship and misery—dis-
placmg some twenry million people who were alteady poor and vul-
ifi capital d ion. However, the task of
rebuilding the capital stock presents a unique opportunity for Pakistan
to build anew and invest in new-vintage technologies that would raise
productive efficiency and boost Tortal Factor Productivity. Once the
relief phase is complete, the task of rebuilding could result in a sus-
tained surge in domestic demand led by new investment. Provided this
phase is handled in the context of an overall macroeconomic frame-
work that is prudent and fully-financed by non-inflationary methods,
real GDP growth could rebound in a V-shaped recovery accompanied
by significant gains in employment, wages and poverty reduction with
the demand stimulus lasting for three or four years. After contracting
in the first two quarters, real year-on-year GDP growth in 2010-11
could be in the region of 2-3 per cent—an estimated outcome that is
in line with the central bank’s most recently published report on the
economy. Such an outcome could be said to be satisfactory, given the
dire starting circumstances. Once economic recovery takes hold, Paki-
stan’s policy- makers should take the opportunity to start the process
of impl the ic and | reform agenda
sketched out in the main body of this chapter with far-reaching struc-
tural reforms making the economy resilient, more efficient and self-
sustaining.
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BOOSTING COMPETITIVENESS

Muddassar Mazhar Malik

Over the last two decades Pakistan has had the resilience to survive
against all odds. How can it succeed is the main topic of this chapter.

Despite its many challenges, during this period, Pakistan has grown
at an average rate of over five per cent. As a country with a population
of 175 million people today, it is important to understand that 99 per
cent of the fabric of a diverse and rich culture and people can and do
make a difference. Pakistan remains open for business despite the enor-
mous chall it ¢ . Whilst inte | media and policy
think tanks focus on how to tackle militancy and extremism, the vast
majority of the people who live and work in Pakistan today say openly
that this minority does not represent them as a people and ask why the

| media cannot gnise the simple fact that every Paki-
stani is not a militant or extremist.

During 2010 Aisam ul Haq Qureishi became the first Pakistani to
reach the US Open doubles final. After losing the final, he addressed a
15,000 strong gathering at the Arthur Ashe Stadium with millions of
people watching across the world. He said, ‘I want to say something
on behalf of all Pakistanis. Every time I come here, there’s a wrong
perception about the people of Pakistan. They are very friendly, very
loving people. We want peace in this world as much as you.” The crowd
cheered and the hearts of Pakistani citizens around the world warmed
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to his remarks of respect for its people. In many ways, this thirty-year
old was able to capture for a moment what the Pakistani diplomatic
community has failed to achieve—to project Pakistan in its true light
The point is that stimulating economic growth in a country require:
investment, which in turn requires market access to capital investment
Pakistan's market access is severely compromised by its negative per
ception. Addressing this problem head on has to remain a priority fo
all stakeholders.

That said, Pakistan’s future outlook and its strong underlying fun
damentals mean that it is difficult for investors to ignore the opportu
nities it has to offer. What is even more important as the process o
institutional re-building gains momentum, is the gradual yet distinc
realisation by all stakeholders that having a clear Pakistan game plar
for success is essential and sticking to the script has to be part of th
game plan. If the goal is to realise Pakistan's full potential, thei
putting the house in order is a fundamental pre-requisite for the suc
cess story to unfold at a time when most critics argue otherwise.

One example of such an adversity is the catastrophic floods in Paki
stan in the summer of 2010—the worst natural disaster in the cour
try’s history. These have resulted in a colossal setback to its econom;
The extensive damage to infrastructure will mean years of rebuilding
and the mass displacement of people will require the rehabilitation ¢
millions across the country. All of this will need an extraordinar
amount of thus pounding Pakistan’s ic woes an
exacerbating long-standing challenges. Among these challenges at
macroect ic instability, an inad i to suppo:
business activity, poor social indicators, a deep governance deficit an
limited integration into the global economy at a time when competitic
from China, India and other regional countries grows in key expo
sectors including textiles.

With the world still dealing with global recession and the count:
struggling with the aftermath of floods, sceptics suggest that Pakist:
is today less able to handle such shocks than it was ten or twenty yea
ago. They argue that Pakistan’s economic future is at best perilol
given decades of political instabili and ic mi

and that it is far down on the list of global capital-seeking-investmen
N hall.

Against this backdrop, addressi structural acquires
sense of urgency and priority at all levels of government, industry a1
b To achieve a inable rebound, policy priorities must
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set clearly to meet the needs of reconstruction and deal with critical
economic, social and political issues in the face of fierce competition,
shrinking global demand and increasing geo-political risk. Now more
than ever, it is imperative to identify what Pakistan needs to do to
become more competitive and be among the winners in the coming
decades.

This chapter is an attempt to challenge the view of the sceptics. By
focusing on the most critical policy measures needed to achieve com-
petitiveness, Pakistan has the ability to capture the energy and dyna-
mism of its natural advantages, accelerate growth and ‘catch up’ on
the global economic stage.

Pakistan’s Potential

In 2005 Goldman Sachs formulated the notion of the Next-11 (N-11)
as a group of countries that have the economic potential to become
important players in the global system after the so-alled BRIC, an
acronym for Brazil, Russia, Indna and China.? Thc N-11 though diverse
in many ways was identified as rapidly developing ies with the
ability to match, if not eventually overtake, the Group of Seven (G-7)
countries. The main criterion was demographic—with the result that
the N-11 is a group of large population countries beyond BRIC, Paki-
stan was identified as one among these countries owing to its size, its
growing population, and its industrial base. All these factors give Paki-
stan an ability to produce consumer goods and have a substantial
domestic market with the capacity to consume them.

The following are some of Pakistan's main advantages, fundamental
to its long-term yowth. Not surprisingly, some of these are similar to
those that are propelling growth and ing global i flows
to the rapldly developing Asian economies in the region including
China and India.

A resilient economy. First, despite seven changes in government in the
past twenty years, Pakistan has maintained an average growth rate of §
per cent per annum.* Until recently, Pakistan was being touted as one
of the most dramatic turnaround stories of the last decade. Driven by
domestic demand and population growth, GDP growth averaged over
6 per cent a year from 2003-2008. This translated into an investment
and infrastructure-led growth cycle fuelling expansion in the housing,
health care, education, food, infrastructure, energy, teleccommunica-
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tions, IT and financial services sectors. This has meant that Pakistan®
economy has progressively moved from its traditional agricultural bast
to manufacturing and increasingly to services. In that sense, Pakistan”
economic structure is much closer to that of India and China, and i
unlike many smaller Asian countries, which are more dependent or
export growth.

Official IMF estimates of the country’s per capita income ar
US$1,200, which, on a Purchasing Power Parity basis, is US$2,500*
Addirional estimates suggest about twenty-five to thirty million people
or one sixth of Pakistan's population, have a per capita income on :
PPP basis of between US$8,000 to US$10,000. Part of the growth i
accounted for by a large and vibrant informal economy which is esti
mated to be at least 30 to S0 per cent of the size of the formal econom
and which is growing as much as 13 per cent per annum. Pakistan'
thriving informal economy is not documented and consists of a vas
network of lers, traders and Iruralists. The energy an:
dynamism of the informal economy has, in part, been responsible fo
continued growth. With better documentation, this has the prospect
of being channelled into formal sectors. This can help to raise tax co
lection and attract investment capital to roll out much needed capacit
in healthcare, education, law and order and energy sectors. This wi
not only have a direct impact on alleviating poverty but also allow th
productive economic base to expand in a sustained manner.

Over the last two decades, Pakistan has undergone meaningfi
banking sector, tax and corporate governance reforms and has a soli
financial system. Its economy is more open to trade and investmer
compared to countries at a similar stage of development. Pakistan
English-speaking p ional elite, a well-developed legal system base
on English common law and a significant pool of overseas Pakistan
have allowed a reasonable degree of integration with the global ecol
omy. Pakistan's busincss community has historically been westwat
looking and has also developed strong links to the Middle East ar
Asian economies and China. Today, over 300 foreign multinationa
have well established business operations in Pakistan. The US, Eur
pean Union and Japan remain the three largest foreign direct investo
with new inflows emanating from the Middle East and China. Oth
key indicators suggest a positive growth trend—foreign remittances
around $9 billion in 2010 up from $984 million in 2000, forei
exchange reserves were around $16 billion in June 2010 up from $1
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billion in 2000 and exports were $20 billion in 2010 up from $8 bil-
lion in 2000.*

This resilience has also been demonstrated in key capital market
indicators. In 2009, Pakistan’s KSE100 index surged over 60 per cent
in a year. Pakistan was wracked by increased violence and many of its
state institutions were overwhelmed by security chall From
1998-2010, there has been an enormous increase of over 700 per cent
in the KSE100 after ing for rupee depreciation.® This makes
Pakistan the best performing market in a twelve-year period and sig-
nificantly better than the BRIC economies.

Pakistan's stock market capitalisation to GDP (PPP basis) ratio is
approximately 7 per cent. This is very low compared to the BRIC eco-
nomies, where market capitalisation to GDP ratio ranges from 25 per
cent in Russia to 60 per cent in Brazil. This rario is a measure of the
extent of development of a country’s capital market and of the valua-
tion of its listed assets relative to the overall size of the economy. More
developed economies like Hong Kong tend to have ratios in excess of
100 per cent. This highlights the ively low val for
Pakistan relative to the BRIC economies. These low valuations in turn
reflect the extent of investor pessimism as well as potential upside for
investors if Pakistan’s growth begins to surge.

Withstanding geo-political risk. Second, Pakistan has been the victim
of two major international events in the last three decades. The Rus-
sian invasion of Afghanistan resulted in a war that saw the influx of
3.5 million refugees and led to the rise of militancy in the region. The
US-led invasion of Afghani after 9/11 pounded Pakistan’s
security challenges which dealt heavy blows to its economy. In the cur-
rent security situation, it has been difficult to attract foreign and mobi-
lise domestic investment. Pakistan has not been given a preferred status
for exports to the United States or the European Union, which are
Pakistan’s main export markets. As a consequence of geo-political
risks, Pakistan is not seen as a friendly investment destination. Despite
this, Pakistan’s investment to GDP ratio has averaged 17 per cent for
the last decade and is 17 per cent today after reaching a peak of 23 per
cent in 2007. In many ways, Pakistan’s corporate leaders and profes-
sionals as amongst the most ‘battle hardened’ pool of managerial tal-
ent in the world with the ability to manage risk and still show growth
under the most challenging business conditions.
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Demographic asset. Third, with a population of 175 million people
almost a quarter the size of Europe’s population, Pakistan is the sixti
most populous country in the world. This has resulted in rapid growt!
in urbanisation, which presents opp ities as well as chall
With a large and expandi kforce and relatively few people in th
dependent age bracket of under fifteen and over sixty-four, Pakistan i
ideally positioned to reap the demographic dividend.

While Pakistan’s young population of around a hundred million i
already becoming an engine of growth, its youth can become the back
bone of its middle class that can, in turn, drive economic growth. Thi
offers Pakistani businesses an opportunity to grow and produce gooc
and services the population needs. At a time when the Western worl
is facing the crisis of ageing populations, Pakistan has the potential fc
economic expansion created by a young population provided, ¢
course, that it can be educated and empowered with the right skills.

Natural resources. Fourth, Pakistan’s landmass, equal to that of Br:
2il's, is rich in natural resources, including mineral wealth and arab
land. It is the world’s fourth largest cotton producer and its coal rese
ves—the fourth largest in the world—are estimated around 186 billic
tons, which in terms of energy output is at least equal to if not mo
than the oil reserves of Saudi Arabia. Balochistan has one of the large
copper reserves in the world estimated at eighteen million tons of copp
and thirty-five million ounces of residual gold. Pakistan is the world
fifth largest dairy producer and increasing its exports of both milk ar
beef to the Middle East in addition to meeting domestic needs.

Strategic location. Fifth, Pakistan's location gives it a unique adva:
tage. Although location is currently responsible for much of its neg
tive image, this can be turned around. As the economic centre
gravity shifts to Asia it is situated at the crossroads of opportunit
large energy resources and one of the largest pools of liquidity in ¢l
world. For large parts of western China, Afghanistan and the Centr
Asian Republics, the shortest and cheapest trade route is through Pal
stan. The government has been capitalising on this by creating a str
tegic trade and energy corridor. A major new port in Gawadar h
been leted and the Singapore Port Authority has the mandate
manage it. There is a network of highways linking China and Cent1
Asia to the port city of Gawadar. This is an important long tet
growth opportunity offered by Pakistan and has recently been rei
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forced by the Pakistan Afghan Transit Trade Agreement (PATTA)
signed in 2010 allowing the opening up of trade through Pakistan to
Afghanistan and beyond.

To summarise, Pakistan’s resilience in the face of problems and its
strong fundamentals give it the potential to turn into an economic suc-
cess story. But it will have to surmount formidable challenges in order
to do so. To capitalise on its advantages Pakistan needs to grow by 7-8
per cent per annum for the next ten years; 1 per cent growth in GDP
requires a 2.5 to 3 per cent growth in the investment rate. Therefore
GDP growth rate of 7 per cent will require annual investment rates of
over 21 per cent as a percentage of GDP. Given Pakistan’s weak social,
political and economic infrastructure, can Pakistan achieve the
required investment to turn the economic corner, grow and compete
globally? So the question is—what needs to be done for Pakistan to
attain competitiveness and create national wealth?

Where Does Pakistan Stand Globally?

Any country that wants to succeed in the global economy needs to
closely study competition, not to mimic but to understand how other
countries have identified what works for them and how to benchmark
themselves with what others do globally. The table below is from the
Global Competitiveness Report, a survey conducted annually by the
World Economic Forum.” It is a useful tool summarising the factors on
which the competitiveness of 133 countries are assessed on a relative
scale. Based on the twelve pillars of assessment, Pakistan ranks 101 out
of 113 countries in the 2009-2010 survey. This shines a light on the
areas where Pakistan has to work to achieve greater competitiveness.

What Does Pakistan Need to do to Become Competitive?

Improving the competitiveness of any country is not easy and Pakistan
is no exception. But its potential can be achieved if a clear roadmap is
developed. This will require not just fresh ideas, public-private partner-
ships and foreign investment but also improving the infrastructure,
developing its human capital and funding critical new technologies. A
plan to achieve this will need the following:

Clear vmcm Fltsl, Pakistan needs a coherent vision and strategy.
is synony with creating national
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wealth. Owing to its geography and demography, Pakistani industry
and business have the ability to become more competitive for its owr
domestic market and compete regionally and globally, if they act in ¢
structured and collective manner. Experts in the field have increasingly
started citing South Asia as the fastest growing region in the world
While this conclusion is driven by India's nascent economic strength
which in turn is premised on India’s fast growing middlc class, edu
cated population base and stable politics, it is important to recognist
that Pakistan possesses similar characteristics and potential.

There are some key problems in evolving a clear vision. There is lach
of consensus about what this vision should be. This stems from a psy
chological barrier in the minds of Pakistan’s public and private secto
players that Pakistan cannot be globaily competitive. Overwhelmed by
current challenges, there is little appreciation of the economic oppor
tunity that the country presents and how to unlock this value.

Also activity across government departments and agencies is no
coordinated in pursuit of the goal of attaining competitiveness. Ther:
is, for example, lack of ali between the g 's socia
policies, especially education, and its economic, foreign and defenc:
policies. Furthermore, policy inconsistencies between successive gov
ernments have left lictle room for the private sector to innovate anc
generate fresh ideas. This lack of coordination is exacerbated by ai

liance on foreign assi ce and policy prescriptions from mul
tilateral agencies.

What can be done? Sustainability, environmentally conscious, inclu
sive growth from the bottom up and global competitivencss are al
interconnected. Yet, much of the thinking and work being done toda
is not looking at the inclusive approach for growth. Policy-makers ar
thinking in pieces as unique problems that can be add d sep 1.
The overall economic, political and social canvas needs to be addresse:
in a coordinated fashion for Pakistan to take advantage of its growt!
opportunity. There arc four key arcas where action should be taken.

First, the private scctor should help generate a national debate o
the need to develop a shared mindset across government, industry, th
media and other key stakeholders to attain competitiveness. This wi
serve as a signal not only to the international community but also t
the country’s public sector admini ion, business ity an
labour force that Pakistan is serious about competing.

Second, the government should be willing to pull all the levers at it
disposal to implement such vision. This involves creating an enviror
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ment that gives fos and domestic companies a reason to invest and
stay in Pakistan. Thi turn could be achieved through a realignment
of tax and investment policies, especially in sectors where investment
is a critical precursor to long-term structural change.
Thlrd a global media ign targeted at i ional as well as
should, be I hed, high ing the trade and
investment opportunities in Pakistan and the government’s agenda of
reform.
Founh, the govemrnenls social and economic pohcles including
energy and ions must
be aligned with lhls vision. This coordinated approach should extend
to Pakistan’s defence and foreign policies, which should also reflect
Pakistan’s aspirations of rapid economic progress.

Improve G The probl of g stem from the
inability of governments and puhhc sector institutions to deliver public
services in the face of rising demands and expectations.

As this is discussed elsewhere in this volume it is sufficient to empha-
sise that without improved governance, delivery systems and effective
implementation, Pakistan will find it difficult to educate its citizens,
build mﬁzslructurc. increase zgnculrural ourpu( and ensure that the
benefits of ¢ growth are effici

Improve infrastructure. Pakistan’s infrastructure constraints are evi-
dent in the present power crisis, lack of a modern railroad system,
shortage of low- to middle-income housing, congestion on urban roads
and main highway systems and an inadequate port capacity. There is
grossly inadequate primary, secondary and higher education and
healthcare facilities. Pakistani panies suffer as a of
these factors, for example, by experiencing production delays in
exports due to limited port capacity and cumbersome customs proce-
dures. The lack of availability of a well-trained, healthy and prod
work force further inhibits busmess potential. In addition, poor logis-
tics and transportation also hamper the movement of inventory
between farm and market or factory and market.
1f Pakistan’s growth continues at an average rate of 7-8 per cent in
the coming decade, this will fuel the demand for energy, transport,
luysncs, commumcatlon. healthcare, housmg, water, education and
Urbanisation is also i g. Almost a third of the
population now lives in four major urban ceulres A 2 per cent in-mi-
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gration rate means that this number will grow by over half in the nex
twenty-five years. These unprecedented levels of urbanisation presen
challenges but can also bring opportunities as vast numbers of peoplt
can have access to i ion, services, ication facilities a:
well as standards of living which do not exist in the rural areas. Offi
cial esti of new inff qui in terms of ports
railroads, hospitals, schools, low income housing and energy an
approximately $30 billion in the next five years just to sustain curren
levels of growth.

So there is a dual problem: the current infrastructure is inadequat
and future growth is burdened by lack of resources and poor planning
Obvious examples include: the current energy shortage, which is th
consequence of neglect of the power sector by successive governments
and the shortage of trained teck | staff and engi impedi
to any rapid infrastructure roll out. Lastly future growth is hampered b
the challenges of security. Building dams in Khyber Pakhtunkhwa, min
ing coal in Baluchistan or establishing a modern port capacity on th
southern coastline are all dependent on the security of human capital.

What can be done? First and foremost, Pakistan needs to resolve it
financing issues, Pakistan needs to further develop its capital market
as well as create market access for long term foreign capital inflows. /
vibrant and liquid corporate bond market, the ability to source fres
equity from the domestic and international equity markets, deregula
tion of the insurance and pensions markets, and a stable banking sy
tem are all areas for greater focus. Previous governments have achieve
some measure of success in this regard to the extent that the countr
was able to tap international markets for debt and also improve it
international credit rating. Pakistan has also set up the Infrastructur
Project Development Facility (IPDF) that needs to be better utilised ¢
bring about more robust public-private partnerships in energy, healt
care, p i i nd educati
It is also important to focus on infrastructure projects, which can b
more easily delivered by a bination of g initiati
eign assi or d ic private i E les includ
projects for low-income housing, a modern irrigation system, hig
yield crops and development of human capital with particular focus o
skills needed to help existing and new industries grow.

Becoming the region’s food reservoir. Even though the setback fror
the floods may in the near term affect Pakistan’s ability to feed itself,
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country that has been self-sufficient in food should be able to effect a
recovery. The country’s major agricultural products include cotton,
wheat, rice, sugarcane, fruits and vegetables while its livestock and
dairy resources provide ample milk, beef, mutton and eggs. It is, how-
ever, essential for Pakistan to improve its agricultural output levels and
productivity. Agriculture generates around 22 per cent of the GDP
while employing 45 per cent of the labour force. Almost two thirds of
(Iu populanon is dependent on agriculture {or their livelihood—hence

the lexion of the agricultural sector through a focused
investment drive would help to radically change the complexion of
Pakistan’s economy.

Over the past twenty years land under cultivation has remained rela-
tively static and yields per hectare have only improved marginally.
Intensive farming and environmental degradation have resulted in soil
erosion. These factors will continue to impede agricultural growth as
urbanisation results in a loss of arable land.

To enable Pakistan to become the granary of the region, not only
productivity, but also scale, quality, continuity and reliability of agri-
food production needs to be ensured. The world's largest distributors
of food in the region, which include Wal-Mart, Nestlé, Unilever,
Metro, Sears, Carrefour and Spinney can then be persuaded to increase
investment in downstream production which feed agri food businesses
in the region. Investment, particularly in better seeds and new technol-
ogy, is required to raise yields.

Second, zgrlculture needs to be deregulated to allow greater degree

of li and ies of scale. Eliminating price controls,

on i incial of goods and strict curbs on
smuggling of food prodnas to neighbouring countries will allow greater
flexibility to farmers to sell directly to the orgamsed retail sector.
Third, a hensive national agricultural policy needs to be
evolved to offer i mcennves to indigenous and foreign investors. To pro-
mote sustainable R&D in the sector, that policy should encourage joint
ventures between global and local companies. In particular, large local
landowners should be encouraged to forge alliances to enable ‘contract
farming’ which invites expertise, technology and finance with an
enhanced regional market focus to boost both production and produc-
tivity. However, the current system of land holdings, price controls and
lack of legal enforceability may inhibit the entry of new players, tech-
nology and expertise into Pakistan. To overcome such obstacles, a
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bination of removal of subsidies and public sector investment
could act as a catalyst for growth.

Fourth, due to the small size of farm holdings, there should be a
comprehensive p of education for farmers at the basic leve!
about better agricultural practices, i ion and availability of bet-
ter seeds, use of fertiliser and crop patterns. The village farmer is the

key to increased agricultural productivity.

Raise education standards. Pakistan’s abysmal literacy figures need tc
be frontally attacked by a national policy. This is discussed in the nex
chaprer.

Build a skilled work force. Reaping the demographic dividend wil
depend on having a skilled workforce. The present size of approxi
mately fifry-five million people means that Pakistan’s labour force it
the ninth largest in the world, and growing by at least two to thre«
million workers a year. In addition to education initiatives, it is critica
{0 unleash a parallel effort aimed at bridging the skills gap.

There are several problems here. First, the skills needed for low-paic
agricultural jobs are very different from the skills needed for higher
paid jobs such as in healthcare, plumbing or construction. While voca
tional training centres have been established in different parts of th
country, there is insufficient effort to identify and provide the skill
that are needed. Second, the higher education institutes that produc
doctors, engineers and business graduates are not numerous enough t
churn out enough trained professionals. Some studies have shown tha
there is an exodus of trained manpower nearly the size of fresh incom
ing graduates particularly in the field of engineering. These trends ar
alarming and need to be reversed.

This means first, a list of skills that are required across sectors shoul
be developed. Some of these skills may be common but others may b
sector specific. In this regard, the govenment sponsored National Voc:
tional and Technical Education Commission (NAVTEC) can be used t
upscale its programs to give technical and vocational training a quar
tum jump and ensure that standards of attainment improve.

Second, a public-private partnership should be sct up by the Mini
try of Technology to bring together all the technical manpowt
resources in the country and use this as a pool to harness technolog
expertise and ideas. These can then be commercially applied in are:
and sectors in which Pakistan ought to focus to achieve competitit
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strength. Such a pool can also be applied to build the capacity of highly
skilled technical managers needed to produce and disseminate high-
middle- and low-end technologies and products.

One area where highly and technically skilled manpower exists is in
the Pakistan Armed Forces. This *hidden’ talent reserve has a demon-
strated ability to absorb and learn the use of new technologies. This
resource ought to be leveraged by the private sector to ‘leap-frog’. Cor-
porate leaders could join hands with leading technology experts in the
Armed Forces in a joint effort to identify those areas that could provide
the basis for export driven growth in areas where the industrial sector
can be transformed. A case in point is Brazil where government policy
has over the last three decades helped to make Brazil among the largest

of defence technologies and equi by bining techno-
logical expertise in their domestic auto sector with defence expertise.

It is important for Pakistan to align its labour market policy with a
sound policy for competitiveness in industry, agriculture and the serv-
ice sector. One initiative that attempts to identify indicators on skills
and wages using labour market force data is the Pakistan Employment
Trends Report produced by the Ministry of Labour and Manpower in

ion with the | ional Labour Organisation (ILO). More
specifically the report has looked at the technical and vocational train-
ing capacity in the country and how this can improve competitiveness.
The key message here is greater investment in education and training,
particularly for young people and women.

While government and private sector initiatives are focusing on
upgrading the infrastructure in both these areas, much more needs to
be done to create alignment berween those industries and sectors which
are being targeted for export growth and the skills and education levels
which are required for people entering the labour market to be
employed at levels which allow them to climb the income curve.

Boost exports. Pakistan has never had a consistent, coherent and well-
articulated export-focused growth strategy. Indeed, exports are often
treated as a residual after-thought once the domestic market has been
catered for. This is inexplicable given that the country has had a per-
sistently large trade deficit, which has been increasingly difficult to
finance each year. While exports have been rising, economic growth,
per se, has never been driven by exports. Nor has building a dynnm:c
export sector been at the of any ge ’s

strategy. Although domestic demand has to remain an important cor-
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nerstone of the overall growth story and firms have to be competitive
domestically to survive, the focus of policy has to shift from being
inward looking to one which is outward looking, focused more or
export growth than just on domestic demand.

Comparison with other countries reinforce the lesson that trade
openness has been an important factor in driving economic growth ir
successful countries. Openness has helped economic transformation
Aside from the benefits of having a more competitive environment
which induces firms to become more efficient, unblocking the access tc
export markets that were not accessible before also provides opportu
nities for ies of scale in industrial producti

Pakistan’s export to GDP ratio is relatively low and its exports pe:
capita arc among the lowest when compared to other Asian economies
If one looks at the export mix, it is apparent that sectors that are low
technology and low value are the ones that have grown. Broadl)
speaking exports fall into two categories: textiles and other Small an
Medium Enterprise (SME) industries across different sectors such a
leather, chemical, medical goods and agricultural products.

The challenge for Pakistan is to diversify this portfolio by imple
menting policies that ibute to fully exporting new an¢
more sophisticated products both within textiles and the SME sectors
A closer look at textiles and SMEs is telling.

Transform textiles. Pakistan is the fourth largest producer and th
third largest consumer of cotton in the world. The downstream textil
and garments sector, considered to be low value addition, has grow:
the most and today this sector represents the single largest industris
sector. It employs approximately 38 per cent of the total manufactul
ing labour force, supports about 1.5 million farmers and contribute
about 9 per cent to the country’s GDP. It is also consistently respons:
ble for between 50 and 70 per cent of the country’s exports. Durin
the past several decades, textiles have attracted the highest share ¢
total capital investment.

Significant progress has been made by an increase in upstream co
ton cultivation and the d industry has developed from bein
a fabric prod and yarn exp to exportil ducts with
higher value added content. Problems however remain. Cotton yielc
lag behind those of competing countries, irrigation methods are ant
quated, and corton picking, storage and transportation facilities co!
tinue to be poor resulting in contamination of cotton. The cottc
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produced remains of low quality, which restricts the types of products
that can be made from it.

This is evidenced by the value added sector where Pakistan has vis-
ibly slid down the value chain with gains in the low value added sec-
tors and setbacks in the higher value added segments. Globally,
Pakistan’s value added segments find it hard to compete effectively
with goods from China, India, Bangladesh and Sri Lanka. This is fur-
ther compounded by a poor policy framework, political turmoil, and
the high cost of energy and transport. Despite the existence of a Min-
istry of Textiles, problems are faced by producers due to the shortage
of qualified, skilled labour, absence of research and development, weak
marketing capabilities and a general apathy to address problems proac-
tively at the official level.

This situation needs to be urgently addressed. As a core industry
Pakistan’s textiles have the ability to transform its economic future.
The sector has been mismanaged and misunderstood for decades. Paki-
stan’s natural advantage as a cotton producing country has thus been
undermined while nations like Bangladesh, China, India, and Sri Lanka
have been able to lower costs, attain higher exports and capture world
market share without cotton-growing being the backbone of their
economies. While some of the large Pakistani business groups have
emerged amongst the most competitive textile producers in the world,
this is not true for the textile sector as a whole, which remains frag-
mented. The more successful groups are those that are vertically inte-
grated and have successfully positioned themselves in foreign markets,
earning a significant percentage of their export revenues from value
added products.

The key to transforming the textile industry is to add value to cotton
by better organisation and coordination from cotton ginning to the
finished product which can add a new edge to the sector’s competitive-
ness. This could involve policies to support the import of plant and

hinery, access to f: ble fi ing terms, support to cotton
growers, il ives for proper ion and logistics and greater
focus on penetrating export markets. This would assist producers to
get to the finished goods stage with greater ease and allow greater eco-
nomies of scale to develop.

A hypothetical example to demonstrate the payback of value addi-
tion is as follows. If Pakistan were to utilise its cotton to produce
high-quality shirts and trousers its exports could surge. Pakistan pro-
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duces twelve million bales of cotton each year. Each bale contain:
480 pounds of cotton. The production of one shirt and trouser com
bined consumes approximately two pounds of cotton. If Pakistar
produced nothing but shirts and trousers, and sold one trouser and on¢
shirt collectively for $25 in the international market, then, Pakistar
could earn $72 billion in export earnings each year. Pakistan’s curren'
textile and apparel exports are $10 billion. A textile strategy whict
encourages value addition, could therefore transform Pakistan’s eco
nomic landscape.

One step in the right direction has been the introduction of the nev
National Textile Policy 2009-2014 announced by the Ministry of Tex
tiles in 2009. This establishes an investment fund that aims at incentiv
ising investments in specific arcas including modernisation of machiner’
and technology, removing infrastructural bortlenecks, cnhancing skills
better marketing and use of i and ication technol
ogy. The fund provides generous sector-specific and general rebates
re-financing schemes and grants. That said, such a policy falls short o1
implementation, as it has not resulted in the level of capital investmen
required to grow value added textiles to the level where they can star
to make a meaningful contribution across the board for the economy a

a whole.

SME Sector. Often the official pre-occupation with the textile secta
blindsides the government to other ‘value added” exports in the SM
sector. Whilst textile exports traditionally account for as much as 7
per cent of annual exports, remaining exports include SME sector
including food, petroleum products, leather, pharmaceuticals, engince
ing goods, cement, sports goods, carpets, surgical equipment, furnitur
gems and jewellery. Most of these sectors are high value added, hig
margin and have a higher demand propensity in export markets. Th
key hurdle is that they account for a smaller percentage of Pakistan
total exports and hence command little attention from governmer
policy-makers.

SME manufacturing enterprises generate 35 per cent of Pakistan
manufacturing output, 85 per cent employment for non-agricultur.
labour and 25 per cent of exports. These are impressive statistics, y
they remain in the backwater of mainstream economic policy. Wh:
is urgently needed is a sustained and vigorous policy-driven grow!
in these sectors with strong forward and backward inter-industry lin!
ages using the ‘inclusive’ growth model. With labour-input, a lar
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component of capital and output, rapid SME growth can have a salu-
tary impact on wages, empl living dards and alleviating
poverty.

Much needs to be done to achieve this outcome. The government
has large bureaucracies dealing with SME in all provinces but it is
unclear what they do. Surveys of activity in this sector are undertaken,
sometimes as infrequently as fifteen years, and a rather imprecise
growth rate is calculated. This figure is then put into the National
Income Accounts and repeated year-after-year until the next survey.
The growth rate of the SME sector has been determined to be as low
as 2.5 per cent per annum and has averaged between 7.5 per cent and
7.8 per cent per annum for the last five years. This is not the true rate
of growth of the SME sector; rather it is a ‘plug in’ number, which
economic managers use, in the GDP economic model. In Pakistan’s
National Accounts, the SME growth rate and tha of large scale manu-
facturing together combine to yield the toral manufacturing sector
growth. Perhaps with more accurate documentation, it would be pos-
sible to generate a more accurate assessment of growth rates for SME.

So what is first needed is more and better information on what is
going on in the SME sector from which most exports emanate. Second,
growth in these SME sectors can be enhanced by technology inputs,
trained labour and manufacmrmg or service capacity to scale up pro-
duction as well as the mark pertise in order to global
markets. This can create a virtuous cycle of growth, employment crea-
tion, learning about new products and development.

Second, the incentive structure needs to favour exports through judi-
cious adjustment in trade, tax, finance and tariff policies. Special incen-
tives should be given to exporters. If this ‘tilt’ is sustained, new exports
can surge. An ination of the rather non-descript category of ‘Mis-
cellaneous Exports’ in the official export data tumns up some surprising
high-value items that Pakistan exports to some very sophisticated mar-
kets but the amounts are small and their year-on-year growth is fairly
erratic.

Third, the non~pnce detenmmnts of exports need to be strength-
ened by I “b t ployed by the world’s
leading exp Founh, d ic and FDI proposals that are aimed
at exports should be given the highest priority and placed on a fast
track for approval. FDI inflows offer the best route to securing discrete
upward shifts in the technological progress function in the SME sector,
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simultaneously bringing in better managerial and marketing skills criti
cal for exports.

Fifth, at the firm level, companies have to find a uniquely Pakistan
way to develop a game plan for themselves. To be successful, Pakistan
firms have to build market shares in sectors where they have the abiliv
to produce better and cheaper goods for international markets.

The Imp of H ing D ial Talent
for SME Development

According to the MIT Entrepreneurship Centre at MIT Sloan School

it is imperative for rapidly developing ies to rcview the impot
tance of supporting entrepreneurship as an urgent matter of publi
policy. In a similar vein, an E ist Intell Report emphasi:

the imp e of g i in education and Researc

and Development by highlighting that ‘waves of technically traine
young people—steeped in the latest theories and techniques, and hone
by some of the smartest minds in science and technology—do more t
raise a country’s industrial competitiveness than all the rax break:
development aid and government initiatives put together’.

Pakistan’s SME Development Vision as spelled out by the SM
policy is ‘SME-led economic growth resulting in poverty reductior
creation of jobs and unleashing the p ial p | of tt
people of Pakistan’. The SME policy has a vast institutional networ
consisting of institutions like the Small and Medium Enterprit
Authority (SMEDA), the National Productivity Organisation, the Pak
stan Sofrware Export Board (PSEB) and the Competitiveness Suppo
Fund. Whilst these organisations have developed a great deal of capa
ity and can launch a number of high impact programs to encouraj
entrepreneurship, much more needs to be done in terms of coordin
tion, impact and results.

One of the main concerns is that growth of small and medium siz«
businesses is still constrained due to limited access to financin
bureaucracy, and the absence of a skilled worked force with the to
kit for setting up a successful small business. Wherever such initiativ
are underway, they suffer from limited funding, uneven and insufficie
government support and lack of coordination. If properly harnesse
small enterprises have the ability to increase the per capita income
a level of US $10,000 in the next ten years.

Khan Shaheed Library



BOOSTING COMPETITIVENESS

Whilst an institutional network exists, some of the key initiatives
that need further capacity and focus are as follows. Flrsr, set up and
fund training progr for small busi in vocational schools and
universities in urban and major rural areas. Second, banks should
ensure adequate funding for small enterprises, which is based on cash
flow lending versus asset-based models. Third, the government should
fund an early stage equity fund to provide seed capital for early stage
start up ventures where the fund is managed on a private enterprise
basis which could be sector specific such as high growth information
technology, human development, agriculture, services, and industry.
Fnunh efforts should be directed to encourage ideas, progress and

ion through the f ion of clusters. Clusters inherently
evolve because of entrepreneurship. For example, the technology clus-
ter in Pakistan is Lahore and the textile cluster in Pakistan is Faisal-
abad and Karachi. Most successful businesses in Pakistan are founded
by entreprencurs who are located in a particular area; the cluster forms
around these entrepreneurs. Therefore, focusing on entrepreneurship
in clusters can have a significant impact, which reinforces the idea of
an inclusive growth model that mvolves the private sector and focuses
on i ing in educati ional training and P hi

Define a Coherent Exchange Rate Policy

A ‘stable’ exchange rate is always thought to be a reﬂzctlon of how
‘well’ the y is being d. Indeed, g |
intervene in exchange rate management mzners and ask (hal the
exchange rate is kept stable in nominal terms or only fluctuates around
a tight band. An appreciating exchange rate is greeted with applause.
Devaluation is always deemed to be bad. The reality is more nuanced.
An exporter is interested in the ‘real’ value of the dollar s/he earns per
unit of exports, not the ‘nominal’ amount. Thus the nominal exchange
rate needs to be d for inflati more specifically, relative
inflation—meaning Pakistan’s inflation vis-3-vis the inflation rates of
our trading partners and competitors yields a Real Effective Exchange
Rate (REER). Empirical studies show that exports do respond to
changes in the REER because it is an important—albeit not the only—
determinant of export success.

Historically, and even now, there has been a strong anti-export bias
in Pakistan with the REER tending towards an appreciation, which
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means the exporter is getting fewer and fewer real dollars per unit o
exports. If exp see that the imp: in real export profitabil
ity is likely to be fleeting or dissipate through future inflation or by
changes in government policy, they will have little incentive to expor
and would prefer to sell in the domestic market.

One way of forestalling REER appreciation is to allow for greate
downward flexibility in the nominal exchange rate so as to yield a con
stant on rising REER. A berter way is to reduce our adverse relative
inflation differential as opposed to our trading partners and competi
tors. However, this would require highly disciplined macroeconomi
policies (small fiscal deficits and a tight monetary policy stance witl
positive real intercst rates) that can be sustained over time. Unfortu
nately, this is something that Pakistan has not been able to do. Brie
periods of price stability have given way to extended periods of higl
inflation rooted in lax macroeconomic indiscipline.

N ful exporting c pecifically in Asia, and more notabl
China, keep the REER slightly depreciated thus giving their exporter
a lasting competitive edge. China is a good example. By keeping th
Renminbi at a significantly lower level than that which would be dicta
ted by market forces and the size of China's foreign exchange reserve:
China has emerged as an unstoppable export juggernaut. Of course i
following such an exchange rate regime China has come in for a lot ¢
criticism, especially from the US, because of its large and growing trad
deficit with China which the US claims robs their economy of million
of jobs.

To establish if Pakistan would benefit from a similar policy it |
important to examine some of the key economic data related t
exchange rates, balance of payments and inflation. For purposes ¢
analysis, the exchange rate over a three year period, between Januar
2007 and July 2010, where the Pakistani Rupee underwent significar
depreciation against the US dollar and other major currencies, will b
taken as an example. From a level of Rs. 60.7/USD in January 2007 t
Rs. 85.6/USD in July 2010, the value of the Pakistani Rupee had erode
by 38.5 per cent. Chiefly responsible for this sharp decline was the suy
ply side shock from global commodities, in particular crude oil whic
shot up from approximately $80 per barrel to $140 per barrel. Beir
an oil importing country, the trade deficit burgeoned to $15.3 billic
while Forex reserves dropped to just $6.7 billion. Inflation hit a pea
of 25 per cent as the entire consumer basket was jolted by commodi'
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prices and massive deficit financing from the central bank. During the
same period exports grew from $17.3 billion in FY07 to $19.6 billion
in FY10, while imports jumped from $27 billion to $31 billion. In
simple terms the increase in oil prices thus fuelled the deficit in the bal-
ance of trade and the consequent devaluation of the Pakistani Rupee.

‘Would a policy of forced and greater devaluation have helped Paki-
stan in the medium to long term scenario? The problem with such a
strategy is Pakistan’s unfavourable terms of trade. The terms of trade is
the export price index relative to the import price index and helps
gauge capital inflow and outflow in terms of 100 indices. In fact, a close
examination of the terms of trade suggests that Pakistan's terms of (mdc
are not only unf: ble but also deteriorating for all major
except food and live animals which improved significantly in FY09.
These have declined from 73.6 in FY0S to 63.8 in January 2007 to 54.9
in nine months FY10. This indicates that in FY0S, for every unit of
import Pakistan exported 73.6 per cent of the index value, and by nine
months FY10 export unit relative to the import unit had dropped to
54.9 per cent. These figures reveal that if Pakistan devalues its currency,
the incremental cost paid for imports will be more than the additional
benefit earned from exports on a relative time basis.

The key point is that the Real Effective Exchange Rate (REER) is
what really matters to exports rather than the nominal exchange rate.
From January 2007 the Pakistani Rupee has significantly depreciated,
in nominal terms, against the USD. This indicates that the PKR has
weakened against the USD and thus Pakistan's exports to the US and
other trading partners should have become more competitive, as they
had become cheaper in units of foreign currency. However the REER
paints a different picture; it takes the nominal exchange rate, adjusted
for foreign price levels and then deflates it by domestic inflation. This
index had during the same period appreciated and the PKR had
strengthened by 5.8 per cent since January 2007. As a result instead of
Pakistani cxports getting cheaper, exports have become more expensive
in the international market and hence less competitive.

The primary reason for this is domestic inflation. In FY08, CPI was
12 per cent, which spiked to 20.8 per cent in FY09 before settling
down to 11.7 per cent in FY10. Essentially the domestic cost of manu-
facturing, transporting and selling our goods abroad has risen to such
an extent that it has neutralised the advantage of a weak currency.

The skewed structure of Pakistan’s imports and the infrastructural
inefficiencies inherent in the domestic economy prevent Pakistani
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exporters from benefiting from a weaker currency. This is partly
because Pakistan is an oil-importing country with 34 per cent of the
total import bill attributed to the import of crude and refined petro
leum. A weaker PKR means a higher import bill, higher prices fo:
transportation (7.5 per cent of CPI basket) and energy (7.5 per cento
CPI basket) not to mention the indirect effect on perishable food items
house rent, recreation and other components of the inflation basket
Higher costs not only erode the margins of exporters who already suf
fer from power shortages, security threats and high interest rates bu
force them to pass on the price increase to their international custom
ers. Given that most Pakistani exports are low value added items, the:
also suffer from demand inelasticity. This means that a price decreas
does not increase volumetric demand by enough to offset the revenu
loss from lower prices.

While it is tempting to think that a policy of deliberate PKR devalu
ation would improve export competitiveness, the reality is that domes
tic inflation, supply bottl and fiscal indiscipline, would result i
real appreciation as witnessed over the last three years and, in fact
make exports less competitive. The solution to increasing exports lies

herefore, in the mac: i i idi
adequate infrastructure and security, access to credit, investment i
product quality and value addition which are longer term policy objec
tives, all necessary conditions to ! a policy of maintaini
a competitive exchange rate.

The converse of this is to keep a stable exchange rate, which is wha
happened during the period, 2002-2007. During this period, Pakista
saw its exports rise from $9 billion to $17 billion. A stable currenc
policy allowed a steady build up of reserves and investment flow:
Investment rates climbed to as high as 23 per cent as foreign direc
investment felt more confident that future returns would not be erode
by a weak currency. This allowed the liquidity cycleta ease up leadin
to a benign interest rate environment, reduced debt servicing. All goo
news for GDP growth as compared to previous years where low rese

L

ves low ratesand relatively lo1
growth.
So does a ful export-dri mean that Pakista

needs to use the exchange rate more aggressively? The focus has to t
the Real Effective Exchange Rate, rather than the nominal exchang
rate. Keeping REER competitive is a necessary but insufficient cond
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tion. If Pakistan can maintain a competitive REER, Pakistan can
recoup lost competitiveness by focusing on supply side issues which
control inflation or it can continue to play ‘catch up’ and do what is
being done now whlch is a constant downwnrd adjustment of the
nominal exch rate hindering export

Control Inflation

There is growing consensus among central bankers that medium- to
long-term price stability is the overriding goal of monetary policy.
Research has shown that mammnmg low and stable |nﬂanon has
helped economies to grow, as busi holds and individual
consumers are able to make better investment, savings and wage con-
tract decisions. If inflation gets out of control either due to an over-
heating of the economy or supply side factors, central banks have
generally resorted to monetary tightening as a means to control infla-
tion. This has the knock on effect of reducing aggregate demand and
feeding into slower growth.

The State Bank of Pakistan (SBP}—an independent institution with
full au(onomy on monetary policy—has delicately balanced two

an flation policy and a pro-growth policy.
There has been an impressive array of reforms in this regard, including
the Fiscal Responsibility Act and Debt Limitation Act of June 2003,

yet the reform agenda needs to be boosted further in the current macro-
economic environment.

While inflation was not an issue in 2002-2008, the current chal-
lenges are more testing. In order to achieve the 7 per cent growth tra-
jectory the SBP needs to keep inflation low. The recent monetary
tightening in response to rising inflation has not been preferred strat-
egy, not only because it is politically unpopular but also because it
results in increasing debr servicing and could result in further weakness
in the currency and another bout of inflation. With Pakistan’s high
debt to GDP ratio as well as a growing fiscal deficit, control of infla-
tion becomes a pressing priority to induce confidence in the business
community and public at large about future price stability. The SBP
alone cannot control inflation without the presence of a coordinated
fiscal policy which requires support from the Ministry of Finance. The
budget announced in June 2010 was a step in the right direction as it
signalled a more responsible fiscal stance by the government. This
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would entail the government sticking to an agenda where unnecessary
current expenditures are severely curtailed along with a clear policy for
revenue enhancement.

Recent indicators suggest that inflation is on the rise. This has beet
precipitated by the government’s decision to increase electricity tariffs
fuel prices, elimination of food subsidies and the impositi of a nev
‘Reformed General Sales Tax". Further tariff increases and rises it
taxation have been announced by the government, partly driven by th
additional resources required for rehabilitation and relief for flooc
affectees. The SBP is also pointing to aggregate demand picking up, le«
mainly by public sector consumption, while prospects for aggregat
supply remain weak due to energy shortages and the poor law an¢
order situation. These developments together with the rising total deb
reinforce the need to have renewed efforts to keep inflation and th
fiscal deficit under control.

What can be done? First and most fundamentally, the governmen
should announce a ‘Medium Term Financial Strategy’ (MTFS) for th
next five years where a coordinated fiscal and monetary policy havin;
a target band for inflation should form a comerstone of the govern
ment’s approach. Serting an inflation target or a band for inflatiol
would certainly help to engender positive expectations across th
economy and help to reinforce a ‘mindset’ that the government is seri
ous about controlling inflation. Given that the vast majority of peopl
are sensitive to rising prices, the very poor and low income groups, a
well as business and industry, lose from higher input and capital cost
in a rising inflation scenario.

Inflati ing is also an app choice as it has worked i
both developing and ad d ies. It is not an end in itself, but
means to an end, which is achieving price stability that can be define
as low and stable inflation. The real point is to get inflation down to, i
line with, or maybe even below its major trading partners and compet
tors. If Pakistan can achieve this, then policy-makers will not need t
depreciate its nominal exchange rate and play catch-up with the advers
relative inflation differential. Gerting that adverse inflation differenti:
down is therefore key. The target range within such a context should t
between 5 to 8 per cent over the next five years.

Secondly, this strategy should be supplemented by having a closel
aligned industry and trade policy, and a clear policy on raising the lev.
of productivity for capital and labour in key export sectors as well :
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those sectors where capacity constraints result in price increases of
goods and services. Examples of these sectors would include food,
housing and energy—which collectively account for over 60 per cent
of the consumer price index. In particular, at a time when most nations
globally are scrambling for food security, Pakistan’s government would
reap significant Iurure dividends if it were to have a strong agricultural
pollty toe that enhance ltural output and
I d ion to R h and Devel, would

nccd to be an integral part of a productivity enhancement drive, par-
ticularly in agriculture and the SME sectors, which are export oriented.
another way of improving competitiveness, which aims at cut-
ting unit costs by raising productivity of capital and labour. To have a
stable exchange rate raising productivity in the export sector is the
only way to cut costs and increase export profitability. This would not
only help to curb inflation but also allow an export surplus which
would help in improving long term macrocconomic indicators.

Thirdly, the official consumer price index could be reconstituted to
reduce the weight of food and energy which are dependent on exoge-
nous factors and a global pricing mechanism which is beyond the
control of governments. This would leave other items in the CP1 basket
such as wages, rent, medical care, transportation, textile and apparel
goods prices intact and would be a more significant monitor of how
successful the government is in terms of achieving its inflation target.

Fourthly, to reinforce the stable price ‘mindset’, the government
could enact an Act of Parliament which compels subsequent govern-
ments to adhere to a consistent policy of bringing inflation within the
target band. In the context of an Act of Parliament, caveats can be
structured for unexpected natural disasters such as the 2010 floods
that produced a sharp increase in the price of food and other necessi-
ties, which offset the benefits of an inflation targeting policy.

Conclusion

byl

Despite ic and political headwinds over the last three
decades Pakistan's economy has not only avoided collapse but has
recorded an average growth rate of over 5 per cent per annum. Paki-
stan’s medium and longer-term future will be driven by key demo-
graphic and economic trends. As the focus of much international
attention, Pakistan has the opportunity to push ahead on key structural
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reforms. Coupled with a steady flow of loans, assistance and invest:
ments, this has the potential to hedge any economic downturn in the
short to medium term. The list of things Pakistan needs to do is no
new. Yet they are difficult things to achieve and require a clearly
defined implementation framework and the full support of governmen
bureaucracy, industry, businesses and the public at large with priority
given to those measures that can create jobs to accommodate new peo
ple entering the work force each year.

While the full extent of damage emanating from the floods in Paki
stan is not known at the time of writing this chapter, billions of dollar
will be required for rebuilding and reconstruction. Whilst the flood
have caused much misery and devastation the disaster can act as :
catalyst to formulate a clear economic vision. The need for better gov
ernance, for creating social safety nets for the poor and for acceleratin
growth can become pressing national issues. This, in turn, can forc
the government in power to become more transparent and accountabl
to the public.

There are two scenarios that can emerge. The best-case scenario i
one where economics prevails over geo-political risks, and a collectiv
will under the leadership of a credible g is created to trans
form the economic landscape of Pakistan. This can result in a chang
in perception about Pakistan, trigger an investment cycle targetin
growth in infrastructure and propel Pakistan into the 7-8 per cer
growth trajectory.

The second scenario is one where future growth is unstable and lov
Political and geo-political instability continues to weaken an alread
fragile economy and investment rates remain low due to the poor inte
nal security situation. In this scenario, Pakistan’s population, instead ¢
being a natural advantage, could turn into a crisis if young people ar
unable to find i ities and where hed
tions result in di and growing disp
between the top and bottom end of the social pyramid.

Pakistan’s record in reform and policy implementation to achier
long-term economic development has at best been marked by misse
opportunities and failures. The risks of failure are much greater tods
than at any time in the past, but so too are the rewards of meaningf
reform.
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TURNING ENERGY AROUND

Ziad Alahdad

Pakistan’s energy scctor is in crisis. Its problems seem insurmountable.
Although positive initiatives have been implemented over the years many
opportunities have been lost. The result is the current predicament.
Power outages of up to cighteen hours a day disrupt the lives of
people and threaten the cconomy in an unprecedented way. Despite
abundant installed capacity the power system is mired in critical opera-
tional issues including a pervasive circular debr. Payment arrears
between various entities has jammed the flow of funds through the
power supply-chain, and deprived fuel suppliers and independent
power producers of cash to the extent that their viability and therefore
output is jeopardised. Demand is outstripping supply at a time when
the country's security situation imposes obvious constraints. But if the
cnergy deficit is not urgently tackled it contains the seeds of dangerous
social unrest. Equally disquieting is the fact that energy policy initia-
tives being promoted today are the same as those proposed some thirty
years ago, indicating little implementation progress in the intervening
vears while the crisis decpened.
How can this situati
. dence that the absence of a coordinated energy policy remains a fun-
d | int, an I approach needs to be established
together with an institutional structure that supports it. This was par-

12 In light of overwhelming evi-
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tially implemented in Pakistan in the 1980s but faded away subse
quently with the increasing frag ion of policy i ions an
functions. Without integration, decisi king remains inh |
flawed and policy initiatives are reduced to shooting in the dark.

The country has the capacity to speedily revive the integrate
approach together with the first steps of a supporting institution:
structure. The rest of the institutional changes can be phased in gradu
ally. This will enable policy-makers to rapidly tackle, on an informe
basis, the urgent and longer-term problems facing the sector, replacin
the current ad hoc approach which reacts to, rather than averts, crise
It will help pave the way for the recovery of the energy sector that ca
then aid the economic rebound. It is not so much the availability ¢
resources but how they are managed which makes the differenc
between success and failure.

State of the Energy Sector

Pakistan’s policy-makers have done a reasonably good job of articula
ing (repeatedly through several five-year planning cycles) policy obje:
tives for the energy sector.' The broad obijective is to develop the sectc
to support an expandi C Developing indig resource
importing energy at competitive prices to meet deficits, expanding deli
ery infrastructure and improving energy efficicncy and reliability, wou
enhance energy supplies. Security of energy supply would be increasc
by greater reliance on national resources thus reducing import depen:
ence, and by diversification of energy supplies to manage risks ar
external shocks. Long-term viability of the sector would be supportc
by a shift in the role of government from owner to that of policy-mak
and regulator, encouraging the private sector to own and run the ener|
through appropriate i ives, includi ing forei
and local private capital and deploying competitive processes. Als
the objectives contain consumer-oriented, eco-friendly and pro-po
! p ing service-provisi i I p ion at
energy for the underprivileged
Despite these laudable objectives the sector is in a dire state. T
problem is not a lack of clarity on what needs to be done but how it
to be done.
Before considering solutions, it is essential to briefly review the sta
of the sector, the gravity of issues, and why the situation has become

£ dabl
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serious. The official Pakistan Energy Yearbook 2009* lays out the sup-
ply and consumption picture. Total primary energy supply in Pakistan
is 63 MTOE (Million Tons of Oil Equivalence) of which natural gas
accounts for 48 per cent, oil 32 per cent, hydroelectricity 11 per cent
and coal around 7 per cent. Nuclear, LPG and imported electricity
make up the remaining 2 per cent. Pakistan imports a third of its energy
requirements mainly in the form of oil and coal, despite huge proven
reserves of coal and a significant exploration potential of oil. Over 80
per cent (17 MTOE) of Pakistan’s oil requirements are imported at a
prohibitive cost of $12 billion a year, and over 60 per cent (3 MTOE)
of its coal supplies come from overseas.’

The official figure for total energy consumption is 37 MTOE, the dif-
ference btrwcen supply and consumpnon being the losses in conversion,

ibution, as well s non- -technical losses,

wlnch is a ,‘ ism for theft. The industrial sector is the domi
consumer with over 40 per cent of the market. The transport sector
consumes just over 30 per cent and households around 22 per cent. The
remainder consists mainly of commercial and agricultural consumers.

The Hydrocarbon Development Institute of Pakistan (HDIP) in lhe
Ministry of Petrol and Natural R ces produces an imp
document, the Energy Yearbook, based on input from various energy-
related ministries and agencies. The quality of information and analysis
is testament to the fact that, despite the serious brain drain from
Pakistan, islands of excellence remain. This offers hope for the future
and gives pause to those who maintain that the situation is beyond
redemption.

There is, however, a glaring omission, which reflects the preoccupa-
tion of policy-makers. The data pertains only to commercial energy,
i.e., energy for consumers connected to national grids and billed for

services.
Fer:

of ial or traditional forms of energy are miss-

ing. Data in xhls area is sporadic and much less reliable, mainly btcnun
of the lack of ded to it. If non-c i
energy is included, the supply picture changes dramatically. Traditional
biofuels (fuelwood and other biomass) head the list, followed, in
descending order, by natural gas, oil, hydro and coal.* On the consump-
tion end, again, a starkly different picture emerges.¢ Households become
the primary consumer using SO per cent of the mix. Biofuels account
for over 85 per cent of household energy use, of which fuelwood is the
largest component followed by biomass, and crop residues.
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The most cgregious aspecet of the omission s that non commeral
all demand for energy m

energy use accounts tor nearly halt ot the ove
Pakistan. By mcluding non-commercial energy i the caleulations,
poliev-makers will be forced to consider major shitts i emphasts. Sup-

ply and consumption patterns are presented i Table 1 helow

Lable 1: Pakistan energy supply and consumption 2009
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In one sense, the historical neglect of non-commercial energy seems
understandable. Commercial energy is a key ingredient for national
growth and prima facie warrants the lion’s share of attention, particu-
larly if growth has been stymied, as has often bcen the case in Pakistan,
and there is pressure on policy-makers to jump the
There is an inherent fallacy in this approach. While commercial energy
consumers contribute significantly to GDP growth, neglected non-
commercial consumers drag down national output over the longer-
term by lated and unchecked practices and tech ies, which
waste energy and denude forestry resources by harvesting beyond the
maximum allowable cut, i.c. beyond the level at which the forestry
resource becomes inable. Although the ic, social and
environmental implications of the neglect requires a separate detailed
study, we only need to look around us to see the disastrous effects on
the degradation of forests and eco-systems, and the poverty that this
approach has dered over the past sixty-four years.

In evaluating the state of the sector in relation to the economy, three
other parameters are significant. First, data from the Energy Yearbook
and the Economic Survey clearly show that growth in energy consump-
tion and economic growth have followed almost identical patterns for
the last decade and a half, reaffirming that energy fuels the economy
and its shortage curbs growth. The second is Pakistan’s per capita
energy consumption, which at 0.49 TOE is significantly lower than the
world average of 1.78. This reflects the country’s level of development.’
As energy availability is a key d i in the dard of living,
this parameter is also indicative of the high incidence of poverty. The
third is Pakistan’s energy consumption per dollar of GDP growth,
which is around 0.82 against the world average of 0.32. This illustrates
the relative inefficiency of energy use in Pakistan and highlights the
pressing need to hen policy initiatives that ge greater

ilisati fhici *Ina d encrgy supply situation, any
improvement in efficiency means adding to the supply.

The above figures are based on commercial energy but if non-com-
mercial ¢n¢rsy is included, the comparisons are likely to be even more

the household sector, which is the largest con-
sumu and where waste is greatest, would become the focus of i improv-
ing energy effici By luding non-c ial energy, the
industrial sector appears as the largest consumer and therefore the
focus of attention. This does not imply that the industrial sector should

235

Khan Shaheed Library



PAKISTAN: BEYOND THE ‘CRISIS STATE’

be overlooked. There are many low-cost and no-cost initiatives that
can be implemented here. But it is important to strike the right balance

between available financial and the ion of effort.
Pakistan's energy resource potential is substantial and remains larg-
ely unh d although not all of it is ly fi ially or techni-

cally exploitable. This potential is in the form of depleting fossil fuels
(oil, gas, coal) as well as renewables (hydro, solar, wind, woodfuel¢
and agricultural residues). Among fossil fuels, in the petroleum (oil anc
gas) sub-sector, Pakistan has a large prospective area (o, in geologica
I di y basin) ing 830,000 square kilometres
Probable reserves are estimated at twenty-seven billion barrels of oi
and 282 rrillion cubic feet (TCF) of gas.”

OF this, 936 million barrels of oil had been confirmed and 609 mil
lion barrels produced till 2007, leaving 327 million barrels of prover
reserves yet to be recovered. The reserves-to-production ratio stands a
fourteen, critically low considering the high and growing level of oi
imports, and compared with the worldwide ratio of forty.'® For natura
gas, 53 TCF have been confirmed, of which 23 TCF were produced til
2007, leaving 30 TCF of proven reserves. The reserves-to-productio
ratio is twenty-one—uncomfortably low given Pakistan’s heavy depend
ence on natural gas as the primary ial fuel, and in i
with a worldwide ratio of 59."'

Till early 2009, 725 exploratory wells had been drilled whic'
resulted in over 219 oil and gas discoveries. This works out to a drill
ing density of 1.99 wells per 1,000 square kilometres—far lower tha
the world average of ten. However, the success rate of 1:3.3 is muc
better than the world average of 1:10." The success rate coupled wit
the large sedimentary basin implies that if the exploration level |
increased, there are good chances of significantly raising the level ¢
proven reserves and, consequently, production of oil and gas. Thi
however, is proving difficult since vast portions of the sedimentat
basin lic in areas where security deters any significant exploration-
more so as such activity is usually carried out by international oil con
panies with their own manpower and risk capital.

Pakistan’s indigenous coal reserves are huge, estimated at 186 billic
tons, of which the Thar deposit of 175 billion tons is the fifth large
in the world. Proven reserves stand at 1,980 million tons and at d
present production level the reserves-to-production ratio is well ov
400. This signals the need to enhance production significantly. Hov
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ever, most of this coal is of low quality (high sulphur and ash content)
and is located in remote areas. Its exploitation therefore requires
i i and i , in areas

where security is a concern.

Renewable energy sources are also significant. Hydroelectric poten-
tial in Pakistan is an impressive 41,700 MW of which only 6,600 MW
or 16 per cent has been h d till today. For mini-hydro (units up
to S MW capacity), the potential is about 1500 MW of which only 60
MW (4 per cent) has been tapped. Pakistan’s almost entirely untapped
wind energy potential, according to the USAID Renewable Energy
Lab, is estimated at 41,000 MW of power generation based on areas
of favourable wind regimes."

Solar energy is abundant and remains d except for a few
isolated projects. If only 0.25 per cent of the land area of the province
of Balochistan were covered by solar panels of 20 per cent efficiency,
this would be enough to provide electricity to the entire country."
However, the feasibility of ing large ities of wind and solar
power (while improving with inui h) is highly questi
able. Estimates for non-commercial sources, mainly woodfuels, are less
reliable. These are iderable and itute 45 per cent of
the energy supply mix for the country. However, there is ample evi-
dence that in several parts of the country, unregulated harvesting of
this poorly managed resource is severely impairing its sustainability.

The current state of the energy deficit and its projected growth is
even more worrisome for the future. Data from the Planning Commis-
sion, although ignoring non ial energy, il the magni-
tude of the crisis ahead." It projects an annual energy demand
increasing from the present level of around 60 MTOE to 198 MTOE
by the year 2025. This is based on an annual economic growth of 6.5
per cent. While not consistent with recent trends, this could be envi-
sioned over the longer term, with an abating global financial crisis and
a cautiously optimistic view of Pakistan’s economic regeneration.

The total indigenous supply over the same period increases from
around 40 MTOE to only 75 MTOE. Oil and gas supplies are assumed
to increase only slightly in line with constraints on future exploration
activities. In contrast, indigenous energy from coal, hydroelectricity,
nuclear and non-traditional renewable sources, are assumed to increase
significantly in an attempt to offset limitations in oil and gas. The
resulting deficit grows from the already disquieting bevel of around 20
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MTOE to a staggering 122 MTOE by 2025. These figures, perhap
more than any other, underscore the fragility of the energy secto
implying a long-term dependence on external sources. This is neither
viable nor affordable scenario.

Three characteristics of Pakistan's energy sector take on special sig
nificance. First, the ind resource p ial is sub ial, no'

ith ding some critical exploitation issues. Two, the energy defic
is prohibitively large and expanding. Three, nearly half the populatior
mainly the rural poor, is not connected to the commercial grids an
relies on non-c ial energy. This combination often tempts polic!
makers to promote the harnessing of all forms of energy availabl
This is 2 common trap, particularly in a severely cash-strapped env
ronment such as Pakistan. In this approach, for example, undue prio
ity is given to renewable forms such as solar and wind, since they a:
considered free and able to reach poor, remote localities. Such forms «
energy arc indeed ‘frec” since they are constantly renewable, but the
are not necessarily cheap. Moreover, they do little to close large del
cits. Even compared with nuclear power generation, itself an expensit
option, wind power is around 60 per cent more expensive and sol:
about 30 per cent. Nevertheless, to support poverty alleviation obje
tives under severe budgetary constraints, all options should be on tl
table but a mechanism needs to be in place to strike an affordable bz
ance. The degree of departure from the optimum can make the diffc
ence between success and failure of energy policy.

How did we get here? How this dire state of affairs came about
analysed in a noteworthy work, which traces the history of the dow
ward spiral and milestones along the way." The path is characteris
by ‘stop-go’ reforms, policy reversals, bureaucratic delays and miss
opportunities and, over the last decade or so, a growing security cris
Through all this, there were some sound and well-intentoned poli
initiatives and concerted efforts towards implementation. Howev
these efforts could not yield the desired results in a policy environme:
which lacked the necessary fundamentals.

A few examples illustrate the dilemma."” In the early 1980s, the
were four international oil companies, which had been granted conc:
sions for exploration in Pakistan. Such companies commonly depl
their own capital for exploration, relying on satisfactory profit shari
or production-sharing agreements with the government to recoup th

di once ¢ ial production begins. Drillin conditic
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were difficult and expensive with decp wells in high-pressure areas but
discovery prospects were good. However, a major oil company, on the
verge of a significant discovery, decided to suspend drilling operations
and leave the country. The net effect was to discourage further explo-
ration at a time when at least ten companies were considering the pos-
sibility of exploring in Pakistan with their own capital for the first
time—a possibility that could have tumed around the country’s energy
future.

A combination of factors led to the oil company’s departure. Among
them was the inflexibility of the bureaucracy to address glaring anoma-
lies in the tax structure, which severely eroded the cash flow of the
company especially in areas with high exploration costs. The second,
more significant reason was that, under the prevailing policy regime,
oil and gas prices could only be negotiated after commercial discovery.
This was a major disincentive for a company deploying its own capnal
in i Rising di inan
covery regime was enough to warrant a pullout even on (he verge of
discovery, to the detriment of Pakistan’s economy. Pakistan’s policy-
makers failed to understand that the country was competing with oth-
ers across the world in attracting scarce exploration risk capital. For
this, it needed to make its pricing regime as attractive as possible. If
there had been a mechanism to rapidly assess the economic penalty of
the policy, which traded immense long-term benefits for short-lived
financial gains, the story would have been different. It is a credit to sub-
sequent policy-makers that these gressi pohcnes were
Thls is now rcﬂccrcd in (he 8 ’s ion' and
* However by the time this was
done condmons had changed. The security situation became a key

to expl This und a lost opp ity, one of
many policy actions offering too little, too late.

At around the same time, another petroleum company involved in a
joint venture with the government had decided to sell to the govern-
ment its shares in a natural gas field development operation, which
provided valuable nitrogen-rich gas feedstock to the fertilizer industry.
It took over a year to negotiate the sale price and government inter-
locutors weere able to reduce the purchase price by a significant
amount, This could be considered a major gain but for one serious
repercussiom. Through the protracted negotiations, the field expansion
program was put on hold, resulting in immense losses in revenue to the
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joint venture itself, as well as to the fertilizer industry, and in terms of
lost agricultural productivity due to lack of fertilizer. Again, 2 mecha-
nism to assess the penalty could well have prompted speedier negotia-
tions with less immediate financial gains but with vastly greater
financial and economic benefits in the longer term.

Perhaps the most significant example of lost opportunities relates to
Central Asia in the early to mid-90s when all six of the newly inde-
pendent blics, under i internal ic p were
actively seeking avenues to export their surplus energy. Strong consid-
eration was given to the southern corridor through Pakistan to tap the
large energy-starved South Asian market as well as gain access to ports
on the Arabian Sea for further extending export. This was well before
the security situation in Afghanistan had begun to deteriorate. As

d, there were peti p ing al ive routes. The
Great Game was on again, being played with higher stakes and at elec-
tronic speed.

Central Asian authorities and international consortia made several
attempts to pursue discussions with Pakistani authorities but progress
was elusive. One thing was evident. The level of interest and effort of
the i d d out the lul response of the Pakistani
government and private sector. The rest is history. One can only sur-
mise how the trade corridors, had they been established, would have
transformed the regional scenario. Revenue from trade and from trans-
porting energy across the region would have brought immense benefits
to Afghanistan and Pakistan. Both countries, as well as India, woulc
have also benefited from greatly enhanced energy supplies. The result-
ing prosperity and trade links would certainly have strengthened inter-
dependence among the three countries and helped mitigate the conflic
which currently engulfs the region.

Integrated Energy Planning

Energy analysts and policy-makers alike agree that energy sector plan
ning and policy formulation need to be carried out on an integratec
basis. The appropriate mechanism to achieve this is known by variou:
acronyms. This chapter refers to it as IEP (Integrated Energy Planning)
The concept and principles of IEP presented here are those advocatec
in ‘Integrated National Energy Planning in Developing Countries’
amended to reflect conditions in Pakistan.?® In practice, as is the cas:
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in Pakistan, investment planning and pricing are often carried out on
an ad hoc, crisis-driven, sub-sector basis. Typically, as also happens in
Pakistan, electricity and oil sub-sector plans are d largely inde-
pendent of each other, as well as of other energy sub-sectors. Moreo-
ver, the powerful electric power sub-sector often dominates policy
decisions on pricing, subsidies and i priorities, which are
inevitably skewed in its favour to the detriment of other sub-sectors,
and the economy as a whole. In times of cheap energy, the repercus-
sions could be relatively benign. However, with rising and volatile
international oil prices and acute energy shortages, as is the case today,
IEP becomes vital.

IEP, as an integral part of ic planning, enables opti use
of energy resources to achieve socio-economic development. Since
energy affects every part of the economy, the energy sector is analo-
gous to the financial sector. Some analysts describe energy as the physi-
cal counterpart of money. IEP develops a coherent set of policies
covering: energy needs to meet growth and environmental targets;
optimum fuels mix; conservation; energy security through diversifica-
tion and reducing dependence on external sources; energy needs of the
poor; foreign exchange savings; trade deficit management and revenue
generation to finance sector development. IEP integrates the policies
and plans of the energy sector with nanonal economic objectives, while

close di and y between each of the
energy sub-sectors.

Figure 1: The Integrated Energy Planning Process

| Energy Demand
Adjustments
National Impact Analysis/
Socio-Economic Encrgy Balance Policy
Objectives anc Projections Formulation
Adjustments.
—h[_EnT;y Supply E
i i
' Consistency and Impact Verification v
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IEP is a five-stage process (Figure 1): Establishing the socio-economi
background and national objectives; analysing energy demand; identi
fying supply options; constructing the energy balance; and formulatin|
policy and analysing its impact. The energy balance, the core of IEI
assigns specific energy sources to corresponding uses. It stipulates th
supply of various forms of energy, its conversion and losscs and the ne
available for consumption, broken down by sector. IEP yields a set o
detailed energy policies and plans (including policy tools and invest
ment) for the short, medium, and long term, under various scenarios
tested for impact on the economy. The success of IEP depends upo
establishing a separate ministry or department for energy with over
arching responsibility for the sector and access to top policy levels. A
an interim measure, an integrated cnergy cell can be set up in a centrz
agency such as a planning ministry.

“Integration’ under IEP does not signify the revival of central plar
ning or building a more intrusive or manifold bureaucracy. On th
contrary, the mechanism is designed to facilitate coordination, and th
¢ i itutional structure lines and considerably redu
ces bureaucracy and red tape. This can become contentious because ¢
the reluctance of concerned ministries, agencies and individuals t
accept realignment of the power structure that must accompany suc
changes—hence the importance of political will.

International Experience

The concept of IEP was introduced in the 1970s and successfull
applied in a wide range of countries, amended to suit individual cour
try conditions. However, in the 1990s, in the wake of a major push b
international development agencies to promote market economies i
the developing world, it began to wane on the assumption that the fre
market will determine appropriate policy choices. This assumptic
does not hold for most countries in the developing world. It migl
have been ideologically motivated to counter the ‘Gosplan’ heritage «
the newly independent states of the former Soviet Union. Fast-forwai
to today. The World Bank is preparing a global encrgy sector strategy.
Feedback from countries has identified the absence of long-term enery
planning as an i lling the imp of revertir
to coordinated long-term planning for those countries that may ha'
discarded the model and suffered as a consequence. Common sen
seems to be prevailing over ideology to achieve a practical balance.
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Through all this, most developing countries maintained some form
of mtegraled energy plannmg Success was characterised by three
dinated analysis; ing institu-
ﬂcmal arrangzmnrs at the policy level, and sound implementation.
ion varied, but institutional structures have
evolved into a central energy policy institution, configured in one of
two ways: a stand-alone integrated energy ministry or an integrated
energy department/agency within a central ministry. A few examples of
countries which fall into one or other of the two arrangements (both
supportive of IEP) include: Indonesia, Malaysia, Thailand, Philippi
Poland, Bulgaria, Romania, Hungary, Slovakia, Czech Republic, Cam-
bodia, Viet Nam, Russia, Ukraine, Belarus, Turkey, Tajikistan, Kyr-
gyzstan, Uzbekistan, Uganda, and Kazakhstan.?

Two countries with well-managed energy sectors, which can serve as
cxamples for Pakistan are Turkey and Kazakhstan, in terms of an inte-
grated line ministry model and well coordinated and successfully
implemented policies.

IEP in Pakistan

Many analysts have drawn attention to the lack of energy policy coor-
dination. ‘The Weight of History: Pakistan's Energy Problem'** which
focuses on commercial energy, emphasises the need for a comprehen-
sive approach. On traditional fuels, ‘Encrgy, Poverty Reduction and
Equitable Development in Palusmn‘“ states: ‘it is |mperanv¢ that gov-

crnment policies and ize' the ‘near bility of the
role of lradmonal fuels', for whxch it advocarﬂ ‘better mter-seaorzl
policy di and i d pproaches’ main-
taining that ‘the costs of i mzcnon are high."

The absence of p d energy planning has also

evoked international comment. Quoting an executive, the New York
Times wrote: ‘There is nobody in Islamabad who is working on a
coherent, integrated plan. The discussion just keeps going in circles.’
USAID’s energy assessment of Pakistan®* listed, as the first item, the
following shortcoming: ‘The ability to perform system-wide planning
in the electricity and energy scctor as a whole, both in terms of techni-
cal analysis and ability to develop and implement plans of action.
Building capacity requires coordinared interventions at three levels:
training at the individual level; building appropriate institutions to
effectively utilise trained manpower; and establishing a policy environ-
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ment which provides incentives for institutions to function efficiently
In the energy sector Pakistan has relatively good access to trainin
both within the country and overseas. Despite the gradual erosion ¢
trained manpower, the sector retains a modicum of quality. Weaknesse
in the policy environment have been discussed. ‘What warrants a close
look is the isational of policy instituti pecially th
lead ministries, main latory bodies and planning institutions in th
energy sector.” The Ministry of Petroleum and Natural Resource
heads the oil, gas and coal sub-sectors. The Oil and Gas Regulator

Authority regulates petrol product distrib luding CNG fc
vehicles, sets safety standards and equalises prices across the countr
Coal exploration and develop are undertaken by the Pakista

Mineral Development Corporation through leases granted to the pr
vate sector, administered by provincial governments. The Ministry fc
Water and Power is responsible for the electric power sub-sector. Tt
Pakistan Atomic Energy Commission oversees nuclear power gener:
tion. The National Electric Power Regulatory Authority is charge
with ensuring fair competition and consumer protection. The Priva
Power and Infrastructure Board was set up to improve investmet
incentives in the power sector as a one-stop facility for investors.

The Ministry of Urban Affairs, Forestry and Wildlife oversees t
woodfuels sub-sector. The Ministry of Food, Agriculture and Livestox
handles other biomass including agricultural residues. The Alternati'
Energy Development Board is the central national body for renewab
energy and is also charged with rural electrification in areas remo
from the power grid. The SAARC Energy Center is being set up
address regional issues, to facilitate energy trade within SAARC ar
promote more efficient energy use within the region. The Ministry
Finance. Planning and Economic Affairs is involved in energy pricit
and taxation policies. The Ministry of Production and the Ministry
Industries deal with industrial energy conservation in the public at
private sector, respectively.

Thus, responsibility for the energy sector is highly fragmented ai
there are major overlaps. This is clearly not conducive for 1EP, desp
the best efforts of HDIP to compile and analyse data or of the Planni
C ission to di plans ing from so many institutior

IEP is not unknown in Pakistan. To trace its history, it is necessa
o turn the clock back to the early 1980s when it was introduce
albeit partially and briefly.?* The government of the time was firn
committed to establishing IEP and, as an interim step, had establish
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a planning unit within the Directorate General of Energy Resources
(DGER) in the Ministry of Petroleum. Recognising that this location

hened the domi of the petrol b- over other
vital areas such as non-commercial energy, a decision was taken to
move the expertise to a central neutral location. The ENERPLAN Cell
was created in the Planning Division and charged with the national
energy planning function. Relevant government administrative orders
were issued and budgets approved.** Funding was secured for training
and technical assistance to start the analytical work. An Energy Policy

Board," with top-level rep ion from all lated minis-
tries, was instituted to provide ‘a central coordination forum for policy
decisi program guideli itoring and evaluation of all com-

ponents of ENERPLAN". Integration with national plans was to be
carried out at this level. Decisions having nation-wide impact were to
be referred to the National Economic Council or the Cabinet.

This was a good start. However, the risk was that the location in the
Planning Division would eventually dilute the importance of the energy
sector, given the Planning Division's involvement with the whole
economy. These arrangements were intended as interim measures till a
ministry of cnergy emerged. For a while the arrangements worked but
then began to falter. International institutions such as the World Bank
continued to provide loans and advice to the energy sector but policy
reform had slowed down. Emphasis on IEP was lost perhaps because
of the misplaced notion that market forces would compensate. It is
significant that the World Bank's last comprehensive energy sector
review for Pakistan dates to the early 1980s," despite the recognition
that energy is a critical impedi to ece ic develop Even
the last sub-sector (oil and gas) review dates to 2003.” USAID did
issue an energy sector assessment in 2007," identifying the absence of
integrated planning as a primary weakness. However, it did not elabo-
rate on what steps needed to be taken.

The unraveling of IEP was inevitable since there was no follow-
through on the necessary organisational changes. Instead of moving
towards a simple integrated structure, there was a gradual expansion

of the network of policy instituti ding the lexity and
confusion. So the situation in the energy sector today should come as
no surprise. Under these conditi the i i of ingl
1l ived and well-i ioned policy initiatives was inevitabl
IEP now needs to be re-introduced, this time in a comprehensive
manner, supported by an appropriate institutional fi k. The
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seeds of IEP remain in Pakistan and can be revived quite rapidly to
restart the process. Documents establishing the various bodies are in
the records, together with elab dmini ive and technical stud-
ies to back them up. Moreover, many of the processes and skills
already exist, such as sophisticated national planning and budget proc-
esses and the know-how for preparing energy balances. The expertise
in HDIP can be transferred to an energy planning cell in the Planning
Division, strengthened by expertise from the Ministry of Forestry.
the Ministry of Agriculture and Livestock and the Alternative Energ)y
Development Board, to give due importance to non-commercial anc
other renewable forms.

The necessary institutional restructuring can take place on a phasec
basis to minimise disruption. The first phase of restructuring, the estab
lishment of a planning cell with access to top policy levels, can be doni
very rapidly. At the same time, plans would need to be initiated toward
forming the ministry of energy with the planning cell at its core, ant
amending the structure, functions and decision-making processes of th
current energy-related policy bodies to facilitate the initiative. Whil

ing the independence of regulatory instituti they should b
put under one roof to facilitate coordinati To mini Jisrupti
these changes would need to be carefully designed and phased in. :
firm commitment towards this end, cemented with an up-front publi
announcement, is vital. The cost of not doing so could, once agair
result in an unraveling of the process and history will repeat itself.

IEP is not the panacea for Pakistan’s energy problems. It is the esser
tial starting point without which informed policy decisions in this sec
tor cannot be made. It provides the ingredients of good dat:
i and analysis, eliminating g k and lobbying by sp
cial interests, which have tended to dominate the scene. Pakistan ca
finally begin to optimise the lc exploitation and urilisation ¢
energy within its fi ial irati

and c asp
addressing overwhelming issues such as prohibitive and ever-widenir
energy deficits.

How IEP Can Address Pakistan’s Special Issues

Several issues in Pakistan's energy sector, similar to those found
other parts of the developing world have been discussed earlier. It
provides an analytical platform to address these and t test out tl

246

Khan Shaheed Library



TURNING ENERGY AROUND

efficacy of a range of policy options. Some other special issues are dealt
with below.

Circular Debt

This very complex and convoluted problem can be explained, in simple
terms, as follows. The government-owned electric power system pays
for its from sales collected from and the
government makes up any deficit. The latter practice runs counter to
the declared obijective of foving towards profitable operations and
evcnmal privatisation of entities in the sector. Consumer tariffs are
fficient to pay for exp and the g coffers are over-
stretched. This results in prohibitive lcvels of arrears, including non-
payments to suppliers of fuel as well as to private independent power
producers (IPPs). It also gives rise to a chain of outstanding arrears
through the generation, transmission and distribution entities within
the power system itself. While tariff increases and injection of govern-
ment capital might be the qulckesr short-term remedy, these are only
stop-gap ding recent price adj tariff
levels have not increased sufficiently to cope with spikes in petroleum
pnces or low rainfall, which depresses hydel generation. Tariff
are, und Jablv. h d by affordability issues.
The other side of the equation is the cost of power dehvery Here a
host of issues appear, involving system and X
i levels, load balancing, plant utilisation and effici
system losses including an inordinate level of theft, tariff collection
and related ption, lack of regional interconnections,
and so on. System losses are a prohibitive 25 per cent of net generation
and consumer payment arrears are an unacceptable 30 per cent of the
amount billed.*
In short, the power system is financially unviable and operationally
nmpaured It relies on heavy government capital injection in the form of
ble subsidies, which i the fiscal deficit, promotes defi-
cit financing and loss of reserves, and leads to the inevitable deprecia-
tion of the currency. Despite periodic capital injection, circular debt
continues to grow. It is difficult to get an accurate figure of the net out-
standing debt because of significant overlaps and because it is a mov-
ing target. To give some idea of magnitude, the gross receivables in the
energy sector are currently estimated at $6 billion.” By some estimates,
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the net figure has grown from approximately $3.5 billion in June 2009
to $4.8 billion today. In addition to the state-owned power system and
IPPs, it affects virtually all entities in the commercial energy sector. For
the state-owned power system alone, the government is now contem-
plating a §1.3 billion injection to close the current arrears gap.*

Some critics consider this crisis to be self-inflicted and stemming from
lack of payment discipline but, when seen through the lens of IEP, its
causes can be attributed, in large part, to the absence of the IEP mecha-
nism. This would explain the conspicuous lack of a long-term integratec
approach and the reliance on stop-gap measures. The result is that, whilc
power system capacity in Pakistan is 19,855 MW and the peak demanc
is 14,500 MW, the power system can only meet 70 per cent of the peak
demand;" hence the acute shortages, brown-outs and black-outs.

IPPs, embroiled in the circular debt issue, deserve special mention
Following the adoption of the 1994 Private Power Policy, nineteen P
projects achieved financial closure in record time for which Pakistar
was internationally acclaimed. The US Energy Secretary, after a visit tc
Karachi in September 1994, described it as the best energy policy ir
the entire world. By 1998, however, termination procedures had beer
initiated for eleven of the projects on technical grounds and allegation
of corruption, causing a major reversal of Pakistan's image at a par
ticularly problematic time for the economy. A long and painful proces
of renegotiating the projects was started.

The technical causes were wide-ranging and complex. In retrospect
some simple lessons can be drawn. " First, while incentives for privat
power g alleviated power shortages in the short term, tor
much capacity was contracted with insufficient attention to least cos
expansion. In times of depressed demand, the liability of the govern
ment-owned power system becomes particularly prohibitive. Under th
provisions of the Power Purchase Agreements, the system is obligate.
to take the power or pay for it, guaranteeing the IPPs an agreed min
mum plant factor. Second, the magnitude and nature of privat
investment was not in synch with the level of sector reform an
national socio-economic and governance reforms. Third, it would hav
been prudent to stagger the competitive bids over a number of years t
enable bidders to better assess the risk and reduce their bids. Rapi
response times inevitably impose upward pressures on bids. Fourtl
staggering IPP bids, thereby reducing capacity requirements, woul
allow the power system operator to reassess demand and adjust cor
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and timing of subsequem prmects Flhll a more trans-

ons would have helped. Flnally, contracts should be
open to a murually acceptable re-negotiation process.

Itis evident that many of the above issues, particularly those relating
to demand and supply considerations and optimal system expansion,
would have been preempted had an IEP system been in place.

One of the most significant benefits of IEP is the ablhty to quannfy
the cost penalty or the ity cost of p
plans—vital for a country confronted with so many |ssues, for wh:ch
less-than-optimal choices often become necessary. A prime example is
Palusnn 's need to address issues of poverty and inequitable income

ibution. Access to and affordability of energy is a critical concern
among the urban and rural poor. This inevitably leads in the shorter
term to subsldles and cross-subsidisation. Some might question the use
of sophi: d planning techniques if, in the end, sub: ial *devia-
tions’ from the optimal scenario would be necessary. This is a fallacy.
There is nothing wrong with subsidies if their design meets certain
basic criteria. Subsidies should be clearly targeted to the poor through
a sys:cm of means testing. They must be affordable to the national
If not, their inevitable withd | would have dire conse-
quences for the very group they were mezm to benefit. Thty must be
i.e. not led in quasi-b The
moral hazard of encouraging waste would need to bc minimised. IEP,
complete with a range of scenarios and impact analyses, provides the
tool to assess the impact of subsidics in the energy sector and to the
national economy as a whole and thus make informed choices.

Pakistan is not unique in excluding non-commercial energy in its
analyses. There are two main reasons for this. First, data on non-
commercial energy is less reliable and errors in estimation could lead
to a significant bias in the energy balance because of the large share of
non- -commercial energy in the total mix. Second, the pnmary energy

quival for non: ial fuels is particularly ding because
in general, they are burned at much lower efficiencies than commercial
fuels and their share in useful energy consumption is consequemly
lower. Howcver these are not plauslble reasons for the omlssnon Wllh-

out ional energy, ingful policy and i

cannot be esubllshed lor the sector as a whole. IEP would highlight
the need for sij ding non- i energy data and
for focusing on the utilisation effici of non. ial energy.
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Energy consumption in particular sectors such as households hat
been defined as the energy delivered to that sector. It does not take intc
account the effici of utilisation of the delivered energy, known a:
end-use effici IEP, in p ing conservation and defin
ing conserved energy as adding to energy supply, forces energy planner:
to focus on end-use efficiency rather than on delivered encrgy alone. It
Pakistan this will inevitably lead to such as the disseminati
of higher-efficiency, tested and tried cook-stoves rather than the relianc:
on traditional wasteful methods such as ‘three-stone’ fires.

With nearly half of Pakistan’s total requirements met by non-con
ventional sources such as fuelwood, the current neglect means ignorin|
nearly half of the country’s energy supply source and half of its popu
lation—hardly justifiable for a country fighting the scourge of povert
and trying so hard to improve its lagging social indicators.

In the light of the evidence presented above, the conclusion is simple
The elusive fundamental in Pakistan’s energy sector reform is IEP an:
the imperative of adopting this is unquestionabl ‘With it, Pakistan
policy-makers can finally go beyond what needs to be done to how
is to be done. Moreover the time to act is now. Necessary skills exist i
Pakistan and, with political will and a modicum of external assistanct
the recovery of the energy sector can be undertaken fairly swiftly. O
that will depend the country’s economic revival.
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EDUCATION AS A STRATEGIC IMPERATIVE®

Shanza Khan and Moeed Yusuf

Education lies at the heart of Pakistan’s multiple challenges. If Pakistan
is to emerge as a stable, moderate polity able to reap dividends from
its burgeoning population it must be able to provide the young and
future generations both personal safety and a decent livelihood. This
requires relative peace, an conducive for ic growth,
and a workforce that can power progress. Vital to such a turnaround
is a well-educated population. Only through massive quantitative and
qualitative gains in education can Pakistan produce the skill set
required to drive the economy efficiently and produce a critical mass
of well-informed and visionary leadership it so badly needs. Equally
important, it is only through high quality, value-neutral education that
Pakistan can challenge the salience of the Islamist discourse that threat-
ens to radicalise society and drive youth energies towards destructive—
often violent—channels.

This means that education should not only be a development prior-
ity but also a strategic one. Pakistan’s education performance is a tale

* This paper partly builds upon carlier work by Moced Yusuf on the issue of
youth radicalization in Pakistan. Some of the discussion in the paper borrows
heavily from his earlicr publication: ‘Prospects of Youth Radicalization in
Pakistan: Implications for U.S. Policy’, Brookings Institution, Analysis Paper
no. 14, Oct. 21008, pp. 3-7; 15-18.
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of unfulfilled expectations which has caused disaffection and alicnatior and ali
among vast segments of society. The immediate future needs to be seeceds to be seer
as a corrective phase that requires holistic interventions in the education the educatiol
sector. The chapter begins by outlining the | underpinni derpinni
of the empirical analysis to follow. This is llowed by iderati id
of the Pakistani education sector’s p and implications fanpli fo
society. In the final section concrete steps are identified that :an held that can hel|
bring about the required transformation.

Education as an ‘Expectation Builder’

Modern societies grasped the imp of a well-ed d polied d polit
very early on. In recent decades however, investment in human capan human capac
ity has become a top priority for i ional, multinatianal, antinational, an
national efforts. C ional wisdom suggested that educarion we education wa
critical for a society to produce a skilled labour force that coild opethat could ope!
ate as producti bers of the Over time, educition he, education ha

increasingly been seen as a force multiplier capable of having a muc having a muc
broader impact—both positive and negative—on societies than mereties than merel
producing a skilled work force. High quality education can provide ttcan provide th
means of social mobility and act as a source of contentment t> peopkment to peoph
It can contribute to peace, drive societal narratives and thus nould tk thus mould ¢
very outlook of communities positively, as well as inculcax a civnculcate a civ
sense among citizens. On the other hand, poor educational sandarcional standarc
or agenda-dri ducation can ibute to a sense of aliemtion anf alienation an
deprivation, lead to internal discord and violence, and channdise so« channelise soc
etal energies in unproductive directions.

The discussion here draws on the ‘exp Educaric
is seen as an ‘expectation builder’; it raises anticipations at three distins at three distin
stages. To begin with, demand for ed: ion creates exp i i
among parents and children that the state would be able te provicable to provic

PP ities for acquiring education. Once access to educatixn is pred ispr
vided, consumers begin to expect qualitative improvements. The thiments. The thi
stage of expectations stems from the fact that the schooling procchooling proce
itself has attached to it hopes of finding pley : empl

The literature talks of ‘unfulfilled expectations’ as a majorworry. major worry.
failure to fulfill expectations in terms of access to or quality of eduquality of educ
tion could be a function of state incapacity, deliberate polcies thate policies th
exclude certain segments of society, or education content hat is dnent that is i
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suited to the reaiited to the i of modern ies and societies. Reg:

less, it mphu ©ss, it |mphu that those who miss out are not fit to contribute to

P M they tend to feel aggrieved and 1

become i li d and inalised from their ities. Alic

tion, deprivati deprivation, and li of youth are in turn linkes
radicalisation asdicalisation and discord.!

However, the However, the failure of education does not have to be absolut:

cause alienati lienation. Particular of societies can be at a loss e
if the rest of the the rest of the soclety is progresslng In fact, the literature argnen
feelings of alienelings of all and lisation are often harb dw

access to Opporrcess to opportunities is unequal rather than absent. Discussing yo
males in particuales in particular, Collier (2000, p. 94) supports the relative depr
tion hypothesison hypothesis.? Kaplan (1996) concurs with this view, arguing 1
discrimination ascrimination against specific segments of society can cause the dis
vantaged to resantaged to resort to violence.’ Indeed, global studies on the link
between educati:tween education and violence point to a correlanon between con!

break and putbreak and i and low ed | arai Count
with the lowest ith the lowest rates of primary school enrolment show greater it
dence of conflictnce of conflict.* S dary education is also believed to be inver:

related to prevallated to prevalence of internal conflict.*

Educational c Educational content can also be used deliberately to pursuc ag
ticular agenda o:ular agenda or create a sense of deprivation among students. Lea
ing materials cg Is can hasise a icular version of history o
worldview that orldview that may create an exclusmnary and discriminatory mi
set. Curncula, le. Cumcula, learning materials, and teaching methods that prom

i looks and intol, are least suited to peact
co-existence. M-existence. Much too often, communities that have experien:
extreme forms treme forms of conflicts have had divisive education systel
Rwanda, Nazi (vanda, Nazi Germany, and South Asian countries like Sri Lan
India and Pakistdia and Pakistan are all czscs in pom(

The problem (The problem of ived or d
in contexts alreacontexts already ridden by vnolence znd ex(rermsm Her:, the fr
n-atlon czused bytion caused by low educati genda-driven conte
ora b(ﬂ i h between education and ic opp ities prov
a perfect op ity for mili to recruit cadres.

Gmundmg thﬁroundung the in rhe ducation as an exp builc
premise, the folls the ing di ines the Pakistani case in so

detail. It argues ttail. It argues that (he Pakistani education sector has led to unfulfil
expectations at oectations at each of the three mentioned stages: there has beei
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failure to provide enough education, to provide good quality education,
and to provide amicable livelihoods to the educated. Consequently, a
vast proportion of the Pakistani population is il prepared for a modem
economy and is vulnerable to internal discord and violence.

Recounting ‘Expectation Failures' in Pakistani Education

Stage I: Failure to Provide. Pakistan has made progress with regard tc
most education indicators over time. The total net primary enrolment
rate has increased from 33 per cent in 1991 to 66 per cent in 2008.'
The ratio of female to male primary enrolment has increased from 52
per cent to 83 per cent.” Meanwhile, the total primary completion ratc
as a percentage of the relevant age group has risen from 50 per cent tc
60 per cent in the corresponding period.* The total adult literacy ran
has also increased from 26 per cent in 1981 to 54 per cent in 2008.
Recent develop have yielded hat greater progress exempli
fied by the fact that youth literacy at 68.9 per cent is 15 per cent highe
than adult literacy."

But progress remains poor both in absolute terms as and relative t
the rest of the South Asian region and other lower middle-incom:
developit ‘With the ion of Afghani: Pakistan ha
the lowest education outcomes in the region. Half of Pakistan’s popu
lation is illiterate, the country has the second highest number of out
of-school children in the world (9.5 million in 2005), it suffers fron
high drop-out rates even at the primary level, and there is substantiz
gender disparity at every education level. In fact, despite overall quan
titative gains the gender gap has widened between 1981 and 200
from 20.6 to 26.8 per cent." Rural-urban and interprovincial disparit
also i to persist. provincial disparity in youth literacy i
just as high as in adult literacy."

It is evident then that the Pakistani education system has failed ¢
reach a large proportion of its eligible population. The problem is prit
cipally a supply side one. For one, the difficulty of accessing education:
facilities keeps children away. A number of surveys register complain'
about having to travel long distances to reach schools, especially fc
girls in rural areas. Lack of basic facilities in schools such as electricit
drinking water and toilets are additional deterrents to school atten
ance. Out of 163,914 public schools (including 10,651 mosque schools
10.5 per cent operate without a building; 6.1 per cent are kack
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PAKISTAN: BEYOND THE 'CRISIS STATE’

schools; 61 per cent lack electricity; 36.5 per cent lack drinking water
42.4 per cent lack latrines; 44.3 per cent lack boundary walls; 3.8 pe
cent are declared dangerous while another 16.5 per cent are in need o
major repair."’ Almost 10,000 schools are officially designated as non
functional. Vacant teacher posts and absenteeism are also high acros
all provinces." Unaffordable costs, lack of interest in education, and fo
females, cultural sensitivities are other commonly cited reasons for chil
dren being out of school.

The present situation represents a failure on the part of the state t
deliver on its fundamental duty to provide basic educational opportu
nities to its citizens. Those left out are people who will at best be sub

optimal particip in the during their productive work life
Their sheer numbers represent a massive lost opportunity for Pakistan
Also, the current situation is bound to d ion and disaf

fection across the board. This is especially the case for a society lik
Pakistan’s where demand for education is very high. In a Populatio:
Council (2002) survey whose findings have persistently been confirme:
by subsequent research, 80 per cent of the young males and over 7/
per cent of their female counterparts included in the survey expresse.
a desire to be educated at secondary and tertiary levels.'* The supply
demand gap then is an obvious alienating factor. Internal tension
become even more likely when one considers that gender and gec
graphical location within Pakistan are significant determinants ¢
access to education.

A number of reasons can be adduced for this dismal state of affair:
The 2009 National Education Policy correctly identifies the two primar
reasons as the ‘commitment gap' and the ‘implementation gap’.' Th
commitment gap is reflected in the low resource allocation to the secto
In 2009-10, public expenditure on education was 2 per cent of GDP, th
lowest in South Asia.'” This is representative of Pakistan's average edt
cational spending: in the last fifteen years, average education expend
tures have been a mere 2.1 per cent of GDP. Even within education, tt
butk of the i has been ch. lled to a few well-maintai
higher education institutions implying that the benefits of the publ
subsidy of education are primarily availed by the higher income groups.
The primary and secondary education tiers which are believed to t
crucial to developing human capacity en mass have been neglected.

The implementation gap directly affects governance of the sector
well as the allocation and utilisation of The lack of a plai
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ning culture and capacity and weaknesses in administrative capacity
and accountability mechanisms result in only 20 to 30 per cent of the
allocated funds being utilised effectively." C ifested in
funds siphoned away for personal gain, influence in the allocation of
resources, in the recruitment, training and posting of teachers, in selec-
tion of wnbooks, and in lhe condwct of examinations and assessments
are sij 11! that decisi kers have
struggled to address.

Stage II: Failure to deliver quality. Pakistan'’s education sector is
:nomalous in that i it has lhm parallel and largely unconnected systems
of ed I ly. These are the public and non-
eh(e pnvale scllools, th: elite private schools, and the religious semi-
i ly 67 per cent of the school going
children are enrolled in pubhc schools, close to 29 per cent are in pri-
vate schools—the majority of these are in the non-elite variant—and 4
per cent attend madrasabs (see table 2).° The three systems follow
their own curricula, teaching methods, and examination processes.
C ly, quality of education and the type of student body in
each vary greatly. Only the public education system is fully regulated
by the government.

Table 2: Parallel streams of education

No.of  No. of students  No. of % of total

institution enroled institutions as  students

a % of total enroled
Public 179,022 24,657,819 71.0 67.0
Private 60,827 10,541,089 24.1 28.7
madrasahs 12,276 1,588,075 4.9 43

Source: AEPAM, 2008.

The three education systems are broadly stratified along three

ions: soci i , and ideological. The madra-

sahs system largely caters to chlldren from the poorest segment of
society. The majority of public school and non-elite private school
students belong to the | iddle to middle soci ic groups.
Elice private schools apply stringent socio-economic screening and are
reserved exclusively for the rich. So isolated are these systems that stu-
dents go through their school life (and even adult life) without having
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the opp ity to engage i Iy across systems. The education
sector therefore ends up producing three distinct cohorts from within
the Pakistani youth, each quite cutoff from the other.

In terms of quality, madrasahs have the greatest mismatch with the

q of modern They are ially geared toward:
producing cadres suitable only for the clerical sphere; this makes ther
misfits for mai ! ities. The public ed:

and a large proportion of the non-elite private schools—togethe:
account for the overwhelming majority of Pakistani students—also suf
fer from extreme qualitative sh ings. This is ifested in the
learning outcomes, curricula, textbooks and other learning materials
assessments, teacher quality, and the learning environment. Althougt
they teach all subjects expected of modern school systems, they follow
fixed syllabi, which rote learning- isation. The
medium of instruction in public schools is predominantly Urdu; the!
even lack the capacity to develop a minimum level of proficiency in thi
English language, which is necessary for most white-collar jobs. Thi
relatively small number of elite private schools are the only ones tha
provide decent quality education. They use English as the medium o
learning and are ahead of the others in terms of teaching standards an(
learning outcomes. Most of them encourage objectivity and creativ
thinking among students. It is hardly surprising then that parents whe
send their children to private schools are found to be far more satisfiel
than those whose kids attend public schools or formal madrasahs.?*
The third layer of stratification is ideological. Though there is con
siderably greater overlap across systems in this case, in general one ca:
attribute distinct and often irreconcilable world visions across the thre
systems. Pakistani madrasahs may not be actively engaged in produc
ing militants as the West has suspected for long but they do produc
graduates with narrow-minded ideological biases. In her research o
madrasabs, Christine Fair (2006; 2007) argues that these cadres ar
much more likely to sympathise with Islamists where they are we
comed and given a positive identity.2 The syllabi of the public schoo
ing system are closely managed by the state and provide a highl
skewed historical ive that is nationalistic and creates a sieg
mentality by portraying Pakistan as being perpetually under thre:
from all corners. The content also meshes Islam with nationalism an
presents the two as being intrinsically linked. The roots of this anon
aly lie in the 1980s when agenda-driven education was deliberate!
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used as a political tool and textbooks were rewritten to inject a defini-
tive anti-India and pan-Islamic bias.?’ The elite private schools, while
being bound by the state to follow the prescribed narrative in subjects
such as Pakistan Studies, have more leeway given their unregulated
nature. In addition, the economic stratum their students belong to
allows them more physical and informational exposure to the Westem
style of life and leaves them less ptible to accepting the 1
biases at face value.

The divergent outlooks of these three cohorts are evident from who
they look up to and which direction they want their country to take.
Madrasah students tend to be amenable to the extremist world-view.
Students from the public schools, who are perhaps most representative
of mainstream society, idealise legendary Muslim historical figures but
do retain some admiration for figures known for their anti-West out-
look. Products of the private schools talk fondly of Hollywood stars,
personalities in the arts and theatre, international sponsmen and the
like.** Overwhelmi ities of private school-ed d youth scem
to view Turkey as a model for Pakistan to replicate. This is fundamen-
tally different than the preference of their less privileged counterparts
who are more likely to mention Iran or Saudi Arabia.?

Frustration, alienation, internal discord and polarisation are built
into the cducation system. The isolation and divergent outlooks of the
three variants make for a divided polity. Indeed, the perceptions of the
country’s youth validate this. Children of the elite are highly dismissive
of their Urdu medium counterparts and intolerant of young rural men,
especially those from lower socio-economic backgrounds. A sizable
segment from within the elite schools considers itself superior and
more progressive than the rest. Madrasah students on the other hand
blame the elite for having robbed them of necessary resources and
causing hardship for the rest of society. Their sense of alienation and
deprivation is shared by the public school, and to a lesser extent non-
clite private school students and provides an opening to Islamists to
cash in on a ‘haves versus have nots’ narrative.” These disparate
visions also make it virtually impossible to forge a consensus on a
national narrative in Pakistan.

Stage 111: Failure to provide livelihoods. Educational attainment is a
double-edged sword. While lack of education disqualifies youth from
attaining economic mobility and is thus undesirable, high level of
education without the requisite outlet to apply skills raises expecta-
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tions which, if unfulfilled for long, can create an ‘expectation-reality
disconnect’. Again, the latter makes the excluded disgruntled with the
system, which not only keeps potentially productive human capacity
from ing in c ive end s but also acts as a violence:
inducing factor.

Surveys suggest that an overwhelming majority of young men anc
women in Pakistan want to work provided suitable opportunities—

with their educational i made availa
ble.?” Unfortunately, access to desirable employment in Pakistan is a:
unequal as provision for high quality education. While Pakistan®
labour market has expanded, and the unemployment rate has declinec
to an impressive 5.32 per cent, the improvement is unable to keep uj
with the large pool of employable youth. In fact, youth employmen
has only dropped marginally since 1990 and even many who wer
employed at one time fell back into the unemployed category.”* To b
sure, the majority of non-elite young citizens can only find relativel'
menial jobs and are thus underemployed. The public sector is inher
ently corrupt and job openings are rarely awarded on merit. Childrer
of the poor, with generally little access to the corridors of power an(
already disadvantaged by the poor skill set developed in public schools
are invariably the first to be denied these prized positions.

The private sector has expanded tremendously in recent years an
presents many more lucrative opportunities. Ironically however, th
combination of the private sector’s growth and a virtual breakdown ¢
the public sector act to increase the inequality in opportunities fo
graduates of private versus public schools. Private sector firms solic

pl with diverse exp , a broad k ledge base. good Eng
lish language skills, and robust analytical ability. The only youn
adults that fit the hill are products of elite private schools or foreig
colleges (the latter are exclusively members of elite households). In fac
w0 blatant is the bias against public, non-clite private, and madrasa
graduates that recruiters explicitly put a premium on foreign and elit
local degrees. A disproportionate amount of entry level positions tht
end up going to the already rich, leaving those from lower socio-ect
nomic classes underemployed. For educated (even if poorly) your
men, underemployment ends up having just as much of an alienatir
effect as unemployment.

There is evidence aplenty of the coming crisis. Increasingly, reasor
ably eloquent, post-secondary degree holders are seeking financi
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help—that is to say, begging—on the streets of urban towns in Paki-
stan. These are young men very different from the stereotypical beg-
gars that dot the streets of Pakistani cities and have been forced to the
street by the labour market crunch. Detailed discussions with such
individuals reveal great pt for a state that cannot provide
opportunities. There is also envy and resentment against the elite who
are believed to have deliberately created entry barriers for the poor,
and there is a sense of alienation from the larger society.

Reversing Failure

Inability to reverse these failures will not only limit Pakistan’s eco-
nomic growth but carries the potential of rupturing the very fabric of
society though polarisation and unrest. While there is very little hard
evidence for education having contributed directly to terrorism in
Pakistan, anecdotal evidence combined with profiles of most actors
involved in terrorist attacks does suggest a linkage. Indeed, it would be
naive to believe an absence of any correlation. The mechanisms through
which this connection would be playing out are aptly described by
Winthrop and Graff (2010) as:

(i) Poor education causing grievances for those left out.
(ii)  Education creating narrow world views.
(iii) Education failing to instil civic citizenship.
(iv) The context providing opportunities for militant recruitment.?”
Future challenges in terms of reversing the identified failures in edu-
cation are likely to be even more daunting than in the past. A major
reason is the severe demographic pressure. Pakistan possesses one of
the largest youth bulges in the world. Over sixty-five million are
between ages zero and fourteen and are thus either currently at school
or will enter school life in the coming decade. Furthermore Pakistan is
only half way through its demographic transition and the current rate
of 3.8 births per female is set to carry Pakistan's youth bulge well
beyond 2025. This implies an extremely large cohort whose educa-
tional needs will have to be met if Pakistan is to extract positive demo-
graphic dividends. According to Mahmood (2009), barring accelerated
improvement Pakistan confronts a situation where 28.2 million of its
citizens will be out of school in the year 2030.%
The economic signs are not encouraging for the short to medium
term either. Pakistan will have an additional four million loyabl,
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youth by 2030 taking the total number to twenty-one million.* The
stock of unemployed youth will have reached six million in 2030 unles
unemployment is kept below 4 per cent, which is virtually impossibl
in the near term according to official estimates."" The increased pace o
urbanisation adds to the conundrum as expectant youth will move t
the cities to find livelihoods, only to be frustrated by the modest absorp
tive capacity of Pakistani towns. The literature on the subject suggest
that such a development encourages urban youth radicalisation.
Simply put, Pakistan faces a monumental task in halting and the
reversing the decline in the education sector. Failure is not an optio
given that the state of education will determine Pakistan’s cconomi
progress, its overall societal outlook, magnitude of internal tension:
and most importantly, the state’s ability to provide citizens with pe;
sonal safety and an environment favourable to sustai able progress.

Stage I: Correcting the failure to provide. The ultimate goal for policy
makers 15 to provide a level playing field for students irrespective ¢
their caste, creed, location, family's economic capacity and religior
Not only must aceess to education improve, but it must be sprea
evenly across the entire citizenry. This will be challenging as Pakistan
present youth development statstics suggest high dispanty acro
socio-cconomic strata, schooling systems, and physical location.™* A
future policies must remain cognizant of the explosive ramifications «

neglecting underprivileged citizens in peripheral areas.

Financial outlays for education must increase significancly in o
1 ek 1

coming years. Successive governmer have ¢
increasing, spending on education but progress has been slower the
planned. No matter how politically challenging, education’s share as
proportion of GDP must be enh. need to at least the developing cou
try average in the immediate term. In addition, conscious cffort mu
be undertaken to ensure a better balance on spending between admi
istrative and development expenditures within the sector.

Better governance and transparency are buzzwords repeated ad na
seam in discussions of institutional reform. The challenge is great ai
lacks an immediate solution. But there is no alternative to generati
the political will and capacity for better management of the educatic
sector and ensuring that educational allocations are made efficient

| duplic and org: | inefficiencies need to
addressed across the board. As a start, the ambiguities about the d
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ferent roles of the Federal and Provincial go in

need to be mapped and clarified. Policy continuity is also essential.

As a complementary policy strand, there is need for greater empow-
erment of those with a direct stake in education. The idea of establish-
ing functional School M C i (SMCs) is correct
provided they are given the needed authority and independence to
ensure that schools function, teachers are present, and students attend
regularly. The SMCs now in place are largely ineffectual.

Given that dropout and letion rates are significantl lated
to poverty, reduction in tuition fees in public schools and increased
allotment of need-based scholarships and free textbooks and unife
should be encouraged. The Punjab government undertook such a pro-
gram with mixed results.”* While the program was subsequently rolled
back, its experience can be studied and improved upon as a similar
initiative is launched across Pakistan.

di | cash transfer p have increasingly become popu-
lar and shown to raise school enrolment and retention in a number of
countries such as Mexico, Colombia, Nicaragua and Brazil.* Pakistan
has introduced a few demand size incentives such as involving com-
munities in social service delivery but the explicit use of cash transfers
to ensure higher school attendance is largely missing. Moreover, the
programs that do involve communities are small relative to the size of
the problem, focus on particular provinces, are not integrated, and
their targeting and administration is weak.'” International best prac-
tices could be used to improve Pakistan’s efforts in this realm.

A positive development in recent years has been the mushrooming
of non-elite private s«hook. cspulall)‘ in Punjab and Sindh. These
schools are playing an role in ding educa-
tional services particularly in rural arcas where the largest growth in
private schools is occurring." Further encouragement of private
schools along with innovative public-private partnerships where the
public sector is found wanting is a desirable policy intervention.

ds

Stage 11: Correcting the failure to deliver quality. Qualitative improve-
ments in education are bound to lag behind quantitative gains but
efforts must strive to keep this gap as narrow as possible. The key lies
in transforming the public school system and ensuring its uplift so that
it can match its elite counterpart. Areas that need attention include the
development of new teaching methods that promote creative thinking,
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qualitative benchmarks for student learning, and standards for teacher
recruitment, among others. The concrete steps required are well under-
stood and rehearsed. The political will to implement them is often
lacking and needs to be evolved.

Largely at the behest of donors, Pakistan has paid substantial atten-
tion to teacher professional development. The effort should be rein-
forced from within. A step in the right direction has been made with
the establish of the N: 1P | Standards for Teachers
in Pakistan. Efforts must be madc to ensure the quality of teacher edu-
cation and implementation of the standards."

In the short run, a stop-gap measure could entail setting up a pro-
gram to bring in a significant number of foreign teachers or those from
Pakistan’s substantial diaspora in the West, especially ones trained to
teach English language and basic mathematics and sciences. These
teachers could be placed across the various levels of public schooling

throughout the country.

To complement these efforts, stronger public-private partnerships
have to be forged to help overcome some of the capacity constraints in
the public sector. The government has initiated programs like *adopt 4
school” whereby non-government organisations are encouraged te
take over management of public schools.* There is significant interest
but the scope of such efforts is very limited at present. A well-craftec
incentive structure needs to be put in place and burcaucratic hurdle:

MOre NON-ROVErNMEnt entities o consider

removed to encoura
adopting schools.

The madrasab education system needs urgent reform to allow it t
prepare students for modern cconomies while retaining their faith
based focus. The agenda to transform the existing ones s oft expressee
but political constraints and fear of resistance have prevented the gov
crnment from doing anything significant. A more realistic alternative
may be to set up parallel madrasabs run cither by the public or privat
sector that utilises teachers able to otter balanced theological study u
combination with teaching modern subjects.

With regard to public sector education syllabi, the emphasis shouli
be on revising textbooks with the aim of reverting to the content use:
prior to Islamisation during the 1980s. The aim is not secularisation o
the curricula—as that would meet resistance from a deeply conserva
tive socicty. Rather, the aim should be to remove distortions of histor

§

and material that engend i M the cur
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ricula would benefit from greater emphasis on ‘peace education’ and
teaching that instills a strong civic sense.

Finally, the government is encouraging private schools to offer 10
per cent of admissions to needy students from underprivileged back-
grounds.*' This is a step in the right direction and can go a long way in
removing the isolation of students among the three systems. The pri-
vate sector must be urged to rigorously enforce this regulation, which
is not the case at present.

Stage I11: Correcting the failure to provide livelihoods. Pakistan’s princi-
pal weakness in economic planning has been an overriding focus on high
macrocconomic growth and not the quality or distributional effects of
that growth. The model has not been inclusive and it is only recently
that pro-poor growth has become part of the mainstream policy dis-
course. Strong and ined macre ic growth is i ive to
increase the size of the national pie. To complement this however, ini-
tiatives geared to equitable income distribution need to be taken. This
also means providing job opportunities to the educated unemployed,
many of whom come from disadvantaged social backgrounds.

The government’s social safety net initiatives will remain central to
its ability to providing the disenfranchised the requisite livelihood

PP ities. It is ging to see an emphasis on employ
schemes and small scale business promotion by the present authorities,
The allocations for such initiatives should be further increased and the
institutional shortcomings that continue to undermine these programs
should be corrected. Special efforts should be made to make these
schemes transparent, perhaps by giving civil society a formal role in
monitoring and accountability.

Vocational training stands out as an obvious avenue to explore in
order to improve opportunities for the uneducated or the poorly edu-
cated. While there has been significant donor and government atten-
tion, there are still just a limited number of vocational training centres
in urban areas while rural Pakistan lacks these facilities. Even where
they exist, they do not seem to have been instituted under any coherent
policy framework. Moreover, the quality of training is inadequate.
Presently, there is lack of congruity between the local industries and
training available at the institutes. Very little artempt has been initiated
to involve the end users in the operation, management, and program
delivery as well as to align the course contents to the needs of the
industry. The lack of i ions between industries and Technical and
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Vocational Education Training (TVET) institutes has therefore resulted
in the marginalisation of the TVET institutions with employers dem-
onstrating little interest in di peration to the instituti
This is an area where the donor community has relatively greater expe-
rience given its success in other countries. It could treat this as a prior-
ity by coordinating its efforts to correct the stated shortcomings.

Perhaps the most executable option to ease Pakistan’s labour force
burden in the next decade or two is to find adequate opportunities for
labour migration abroad. Pakistan has used this safety valve to gooc
effect in the past by sending a large number of its skilled and unskillec
labour force across the world. While economic constraints in recipien'
countries and the ‘extremist’ tag attached to Pakistan in global percep
tion has dented the traditional outflow of labour, the internationa
community could help Pakistan in providing fresh avenues for labou
absorption. To enhance the prospects, Pakistan’s vocational trainin
could be tailored to the future demand of various countries projectec
to have a labour shortage. Friendly countries could consider specia
arrangements to allow inflow of employable Pakistanis.

Education remains central to Pakistan’s recovery. Given the curren
circumstances, hoping for return to stability without improving educa
tion sut ially is a mi The chall c ing Pakistan i
a daunting one. The state must begin to see education as a right, not
favour to its people. Even then, the suggested policy measures cannc
bring change overnight. The next decade or so ought to be approache
as a corrective period during which the essential policies will be put i
place. Progress will likely be frustratingly slow but if executed proper!
these steps will prepare the ground for more accelerated and visibl
improvement in the decade that follows. Should this effort be mad:
the Pakistan of 2030 has every prospect of being more and better edt
cated, with its suciety empowered by a better sense of civic respons
bility—a country able to provide job opportunities to all its citizen
This, in turn, would serve as the essential base on which econom
progress and prosperity can be predicated.
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PAKISTAN AS A NUCLEAR STATE

Feroz Hassan Khan

Has the advent of nuclear weapons calmed down anxieties and brought
about a level of national confidence in Pakistan to enable the state to
meet other challenges? What role do nuclear weapons play in a nation's
destiny? The 1998 nuclear test ought to have reinforced a simple lesson
for sccurity thinkers in South Asia. It should focus national leadership
mto calming crises and preventing wars. Yet even after twelve years of
demonstrating its nuclear capability, there are continuing strategic anxi-
cties in Pakistan even if there is also increased faith in nuclear weapons
as the final arbitrator of the nation’s survivability.

Based on what has so far been known about Pakistan's nuclear
program and policy-making, scholars have understood Pakistan’s
development of a nuclear deterrent entirely as a function of its level of
insecurity.! Though useful, this explanation is a partial one. Pakistan’s
creation of an operational nuclear deterrent is more adequately
explained as a responsc to competing threat analyses and conceptions
about national security, which were constructed, articulated, and
defended, by various Pakistani politicians, scicntists, and military lead-
ers over a four-decade period.

This chapter assesses how Pakistan's national security evolved as a
+ result of its nuclear policies and the trajectorics ahead. It explains why
the Pakistani leadership initiated a nuclear bomb program, how it

267

Khan Shaheed Library



PAKISTAN: BEYOND THE "CRISIS STATE"

went about making weapons and delivery systems, and what steps it
has taken to create a nuclear doctrine, command and control system.
signalling strategy, and other elements required for a safe, secure, and
robust nuclear deterrent.?

Pakistan’s acquisition of nuclear weapons is the subject of immenst
curiosity amongst international political and security analysts. The
country is facing crises—both internal and external—thar challenge
both its nuclear and conventional deterrent and which no other nuclear
nation has faced in contemporary history. Were it not for nuclea
weapons, Pakistan’s response to multiple security challenges—espe
cially in the war against terrorism since 2001—would have been sig
nificantly more complicated. Though nuclear weapons allow Pakistar
to balance multiple security challenges they do not play any role it
deterring and redressing the character of threat which Pakistan face
internally and on its Western borderlands.

Yet in the broader canvas of its security landscape and nation’s his
tory, Pakistan's survival would have been questionable without th
nuclear capability. At least on five oceasions since the mid-1980s con
ventional war with India was averted. This convinced several securit
analysts on the war-preventing role of nuclear capability.’

In 1946 Bernard Brodie had famously pronounced nuclear weapon
as *Absolute Weapons', whose possession changed the role of the mil
tary from ‘fighting and winning wars to averting them. This truist
has scemingly evaded the security thinking in India—Pakistan’s mo:
enduring threat. As new security doctrines to fight conventional wa
under a ‘nuclear shadow’ are conceived and contemplated in Indi:
there is correspondingly increased belief in the cfficacy of the nucle:
deterrent in Pakistan. This disconnect has dangerous implications fc
strategic stability in the region. Coercive military mobilisations an
deepened crises have occurred on the pretext of terrorism and eac
was eventually defused through international intervention and/or fe;
of escalation to the nuclear threshold. Pakistan’s security thinkers fe:
India’s linking of sub-conventional to conventional war as a delibera
attempt to conflate international terrorism with unresolved region

sccurity issues (Kashmir being at the core of all) and justfy conve
tional war with its long time adversary.

This chapter therefore examines the realistic role of nuclear weapo
in the national security of Pakistan and its future. The first section w
review the contours of five decades of efforts to attain the nucle
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deterrent, explaining in the process the political and technical chal-
lenges, decisions and eventual d ion of the nuclear bili
The second section analyses how the deterrent was made operational
in testing times and how a robust command and control system
evolved over time. The third section explains Pakistan’s emerging
force, postures and efforts to maintain strategic stability in the region.
The last section concludes with future trajectories and pathways,
which nuclear Pakistan might undertake in the next decade or so.

Security Dilemma and Strategic Options: 1947-1998

Despite mounting security challenges in Pakistan’s first decade, nuclear
weapons did not figure in the country’s security calculus. In the first
phase, which began with the country’s independence in 1947 and
ended with the military coup d’état orchestrated by General Ayub
Khan in 1958, no Pakistani leader showed any interest in the atomic
bomb. After a brief experiment with non-alignment, Pakistan joined
the US-sp d anti- ist alliance. It also established the Paki-
stan Atomic Energy Commission (PAEC) and sent scores of scientists
and engineers overseas for nuclear training but no effort was made to
initiate a nuclear bomb program. During the next period, when the
Army ran the government from 1959 through 1971, and when it was
apparent that India was creating the capability to manufacture nuclear
weapons, a few senior scientists and bureaucrats advanced the need to
acquire a nuclear capability but the military leadership doubted its
feasibility and utility and believed that national defence was best met
through the modernisation of ¢ ional forces and inued alli-
ance with the West.

The next phase of Pakistan’s nuclear history was decidedly different.
Following the loss of East Pakistan in December 1971, Pakistan again
reverted to civilian rule under the leadership of Zulfikar Ali Bhurto, an
advocate of nuclear deterrence since the early 1960s. In January 1972
Bhurto urged the PAEC to begin preparing for a nuclear bomb pro-
gram, but there was no urgency until India tested its first nuclear
explosive device in May 1974. Following France's cancellation of the
sale of a plutonium reprocessing plant under US influence, Pakistan
shifted its resources to a uranium centrifuge program under the direc-
tion of Abdul Qadeer Khan.

The nuclear program experienced signifi hall during the
decade after General Zia-ul-Haq deposed Bhutto {in July 1977) and
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then executed him. But this was also the period when Pakistan eventu-
ally obtained bomb-grade material, assembled its first nuclear explosive
device, and fashioned a rudimentary deterrence strategy. Despite—and
in part because of—a barrage of non-proliferation pressures from the
West, virtually every senior Pakistani civilian and military official inter-
nalised the criticality of nuclear weapons to national security.

These policies were further institutionalised during the next decade
under the civilian rule of prime ministers Benazir Bhutto and Nawa
Sharif. It was during this period that the nuclear program achieved it:
highest and lowest points. The crowning achievement came wher
Pakistan detonated its first nuclear explosive devices and subsequently
declared itself a nuclear weapons state just a few weeks after Indi:
conducted a series of surprise nuclear tests on 11 and 13 May 1998
The low watermark came when diffusion of power at the apex o
national governance led to loose oversight and poor regulation of thi
nuclear program, which enabled A. Q. Khan to secretly and illiciel;
transfer nuclear materials, technology, and know-how to Iran, Libya
and North Korea.

During the final phase of Pakistani nuclear policy, which coincide
with President Pervez Musharraf's rule from 1999-2007, the nuclea
arms program was placed under tight military control; A. Q. Khan wa
fired and placed under de facto house arrest; a National Comman:
Authority was established along with a comprehensive command an
control system; and Pakistan’s deterrence strategy was refined an
proven effective under fire when India refrained from attacking it afte
Delhi's comprehensive mobilisation for war in 2002.

Since the return of civilian rule in 2008 the content of Pakistan
nuclear policy has remained unchanged: Islamabad is more than eve
committed to nuclear weaponry as the ultimate guarantor of nation:
security. Its nuclear policy remains of tight command and contro
minimum credible deterrent posture and ambiguity in doctrine of ue
and force postures for the foresecable future.

In the second decade of the twenty-first century, Pakistan's attacl
ment to nuclear weapons is further reinforced as it faces numerot
sources of sccurity threats against which nuclear weapons can on
play a limited role. Pakistan’s nuclear policy is affected by the discrim
natory treatment, especially after the US forged a special civilia
nuclear deal for India. To add insult to injury, some quarters in Was|
ington cngaged in hostile propaganda against its nuclear security.
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The 1998 Nuclear Tests

In the spring of 1998, for the first time in India’s history, Hindu nation-
alist parties under the Bharatiya Janata Party (BJP) received a plurality
of the national vote and came to power with a mandate to declare
India as an overt nuclear power and push their traditional hard line on
Pakistan. On 11 and 13 May 1998, India conducted a series of nuclear
tests. As in 1974 the US response, after absorbing the initial shock,
focused on how to prevent Pakistan from following suit. Even as inter-
national pressure mounted on Pakistan not to reciprocate, rhetoric
from the Indian Home Minister L. K. Advani menacingly urged Paki-
stan to ‘realise the change in the geo-strategic situation in the region,
roll back its anti-India policy, especially with regard to Kashmir’ and
threatened that ‘India would undertake hot pursuits to chase insur-
gents from Kashmir back into Pakistan’.*

Pakistani leaders faced a stark choice. If it joined India in the inter-
national doghouse Islamabad would have to pay relatively greater
economic costs, which the nearly bankrupt economy could barely
afford.’ On the other hand, if it refrained from conducting its own
nuclear tests, the Sharif government would face domestic opposition
and also risk the erosion of its nuclear deterrence. Although Sharif
wavered for a few days, he soon agreed with the military leadership
that demonstratively proving nuclear deterrence was much more
important to Pakistan's wellbeing than forgoing another round of eco-
nomic sanctions.* Pakistan responded by ignoring the diplomatic pres-
sure, pulling out its own nuclear weapons, and conducting a reciprocal
series of nuclear explosive tests.

The period from the 1970s until the nuclear tests in 1998 provides
four major insights about Pakistani security policy. First, as belief in
nuclear weapons grew more popular, it became institutionalised among
all relevant government agencies. The quest for nuclear weapons
evolved from a modest and ambiguous political directive into the high-
est national priority and ultimately the core of its national security.
The hallmark of that period was Pakistan’s determination to stick to
its nuclear objectives despite the certainty of US sanctions. In contrast,
before 1971, fear of US opprobrium was viewed as a compelling rea-
son for Pakistan not to pursue a full-blown nuclear program. Pakistan
[ d i i and c ional force deg-
radation to any move to neutralise its deterrent capability.
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Second, Pakistan developed its nuclear capability at a time when i
was a crucial American ally against the communist threat. For th
United States, the goal of bleeding the Soviet Union through asymmet
means was greater than Pakistan’s nuclear activity and democrati
deficit. As the end of the Cold War made US interests in the regio:
wane Pakistan continued with the same regional policies to advance it
objectives in Afghanistan and Kashmir. Throughout the two decade
since the late 1970s, Pakistan followed a nuclear policy of denial an
ambigui blish 1

as its scientific B continued to pr¢
cure nuclear materials and technology from all possible sources.
Third, despite all the trouble and hardship that Pakistan experience
to obtain nuclear weapons, they ironically did not play a major role i
the country’s security calculus beyond enhancing a vague notion ¢
deterrence during deep crises with India in the 1980s and 1990s. Mil
tary thinking in Pakistan remained focused on conventional war figh
ing. Even with the possession of an existential nuclear deterrer
ability, defence planners preferred to rely on asymmetric strategic
that were deemed to be cheaper options in Kashmir and Afghanista
via the Taliban. Pakistani planners failed to understand the implicatior
of pursuing a proxy war strategy in their own neighbourhood. Suppor
ing these insurgencies under the nuclear shadow as a regional polic
had the risk of blowback. This strategy was dangerous given the fa
that the possession of nuclear capabilities itself was isolating Pakista

and evoking sanctions.

Lastly, Pakistan’s policy of acquiring nuclear weapons by any mear
had an unprecedented « for nuclear prolif Pakista:
policy-makers did not expect their lax nuclear oversight would crea
the permissive environment, which enabled A. Q. Khan and his co
leagues to establish his far-reaching nuclear supply network. The Pak
stani ambition was to secure its interests along its borders, relaying «
a nuclear capability to derer a far superior adversary from escalatng
low-intensity conflict. Pakistan paid and continues to pay a heavy pri
for following this policy.

Operational Deterrent

Musharraf took over as Army Chiet in October 1998 in tense region
and domestic circumstances. Pakistan was under international san
tions because of the nuclear tests. Relations with India were tense d
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to the ongoing Kashmir uprising and arrival of the Hindu nationalist
party. Domestically Pakistan was also in a burgeoning crisis. The Sharif
government was trying to gain absolute dominance by waging political
war on multiple fronts, including the Presidency, the Judiciary, and the
P ition parties). The y was faltering due to

ic policies and corruption. And civil-military rela-
tions. were under severe strain following the removal of Musharraf’s
predecessor Army Chief Jehangir Karamar.”

After a summer of high-intensity conflict in Kargil and breakdown
of civil-military relations, the military finally took over power on 12
October 1999. Nuclear weapons played a prominent role in President
Pervez Musharraf’s policy focus and strategic orientation. Because
nuclear pons provide in the p ion of war and con-
tainment of crises, Musharraf relied on this capability as a buffer in
time and space to focus on strengthening other elements of national
power. The economic revival of Pakistan became his singular focus.
After the catastrophic attacks on the US in September 2001 when
Pakistan again became a front line state he saw an opportunity to
jumpstart the economy with new aid and cash flows. In a few years, he
had turned the economy around evident in Pakistan’s 8 per cent annual
GDP growth by 2006.*

Immediately after 9/11, when confronted with the choice of revers-
ing course on Afghanistan and abandoning the Taliban, preserving
Pakistan’s strategic assets was a key factor in his decision to join the
US-led coalition.” Sub: ly, and cially after the 13 D b
2001 attack on the Indian Parliament, he changed Pakistan’s strategic
orientation toward India from active hostility to a process of dialogue
and conflict resolution. Despite these changes, however, Pakistani dom-
estic politics continued to remain fragile and civil-military relations
worsened during his tenure.

Before the coup Musharraf had taken dofa ional
army that now had proven nuclear weapons though the nuclear arse-
nal was not under military command. Musharraf made major changes
in the Army’s leadership and brought a more proactive approach to
address the Army's problems and low morale.

On the suggestion of his new military command, Musharraf approved
a plan to secretly occupy positions vacated by India along the LoC,
specifically in the Kargil sector. Exploiting vacant positions and jockey-
ing for tactical dominance has been an ongoing practice between the
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two militaries along the LoC since the mid-1980s, beginning with
India’s 1984 occupation of the Siachen Glacier. Musharraf briefec
Prime Minister Nawaz Sharif who in turn visited the military com
mand area in late January and February 1999. On the one hand, Shari
was in knowledge if not actually having approved the Kargil opera
tion; on the other hand, he was making peace overtures to India. By
the spring of 1999, less than a year after Pakistan’s nuclear tests, Paki
stan embarked upon two contradictory approaches. As Pakistani sol
diers were crossing the LoC, occupying abandoned positions, anc
reaching out deeper to interdict a strategic highway, Sharif received thi
Indian Prime Minister after a dramatic bus ride to Lahore. This led t
an upbeat summit culminating in an ag that promised peac
and security."”

By the summer of 1999, a mini-war had broken out on the Kargi
heights, bringing the two nuclear neighbours to the brink of majo
conflict. With mounting fears of an eventual nuclear exchange, th
international community intervened to bring an end to the crisis. Paki
stani soldiers were forced to withdraw, which brought a humiliation ¢
sorts. This eventually produced further deterioration in the country’
civil-military relations and paved the way for the coup in Octobe
1999. Kargil underscored incoherence in Pakistani governance an
strategic decision-making. This was a very shaky beginning for Pak
stan as a nuclear power."

Among the multiple challenges that Musharraf faced was the prot
lem of managing an overtly nuclear armed Pakistan. As revealed by th
Kargil episode Pakistani strategic thinking was still dominated by cor
ventional military logic. As was the experience during the carly phas
of the Cold War, the true meaning of the nuclear revolution took man
years to mature. India and Pakistan may be facing an even greater tim
lag in reaching this understanding. Kargil was a learning experienc
for Musharraf. As head of state he adopted a pragmatic and matui
approach, which was later demonstrated during the 2002 militar
standoff with India—a crisis that also risked escalation to full-sca
war and with it the possibility of nuclear use. This parallels to som
degree the US experience of the Bay of Pigs followed by the Cuba
Missile Crisis.

Musharraf issued a directive to study the implications of Pakistan
overt nuclear status. Confronted with a choice between declaring
nuclear command authority or a nuclear use doctrine, he eventual
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approved the former. To Pakistani defence a planner declaring com-
mand and control was a reflection of responsibility. The underlylng
motivation was to quash the perception of nuclear ir ibility. At
the same time, neither the mnlltary nor the civilian bureaucracy had
any experience in dealing with the critical questions raised by being a
nuclear power. The military had no :cquzm(ancc wnh issues such as
nuclear force pl strategy,
forces, or developing a command-control infrastructure. The civil
had been conducting nuclear dipl for decades but
did not und d the nuances of i ional relations as a declared
nuclear power. Pakistan was still at an early point along a steep nuclear
learning curve.

On 2 February 2000, Musharraf announced Pakistan’s command
and control setup, making its Secretariat the Strategic Plans Division
(SPD), located at the Joint Services Headquarters. The Pakistani war
direction is conducted from the National Military Command Center
(NMCC), which houses in it the civil and military leadership and inte-
grates operations and intelli of ¢ ional armed forces. The
nuclear command-control set up is an overlay of the existing national
command structure and has two segments. The apex body is the
Employment Control Committee, a senior leadership group comprising
both military and civilian policy-makers, which gives policy direction
and is the authority over strategic forces. The subordinate body is the
Devel | Control C i which is comprised of military
and scientific clements and which is tasked to optimise the technical
and financial efficiency of the whole program to implement the goals
set by the Employment Control Committee."

The foremost decision taken carly on by the Pakistani government
was to determine the purpose of nuclear weapons. Nuclear weapons
are for deterrence purposes, but deterrence is not believed to come
automatically. Deterrence requires a mixture of credible force, demon-
strative t.zp:lhlll(y and a manner to convey its will to the opponents.
Further, Pak gnise that di works primarily in the eye
of the beholder, and as a political weapon, nuclear force can only be
credible once it is perceived as militarily usable. For over a decade
now, after three ma;or crises, Pakistan’s Nznonal ( ummand Authonty
has matured in formulating strategic d h
and survivability techniques.

Pakistan’s strategic forces continue to grow. Its fissile material con-
sists mainly of highly enriched uranium; but the PAEC also has devel-
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oped the capability to produce weapon-grade plutonium on a smal
scale.!" On the delivery side, Pakistan’s mainstay consists of ballisti
missiles, especially solid-fuel ballistic missiles such as Hatf-.
(Ghaznavi) and Hatf-4 (Shaheen) with ranges from 290 to 650 kilome
tres respectively. Further, for decper targets Pakistan has the Hatf-
(Ghauri) and Hatf-6 (Shaheen 2), which can target key Indian citie
and garrisons, and which have estimated ranges of up to 1,250 kilome
tres and 2,200 kilometres, respectively.'*

As the Pakistan force posture grew under a coherent developmer
plan based on an array of strategic assessments, the primary belief ths
nuclear weapons are essential for national security, was deeply intel
nalised in the Pakistani state by this time. Nuclear weapons had bee
tested and the financial costs had already been paid. However, the aus
iliary assertions about the role of nuclear weapons were still in fluy
What were the influencing’ dimensions of being a country that obrair
a political status of becoming a nuclear power, especially in terms «
regional and international affairs? Further, for Pakistan it was unc|
houw to determine the military feasibility of nuclear weapons, especiall
how to integrate these capabilities into its conventional war plannin

and deterrent postures.

In terms of nuclear policy planning and strategic thinkmg, after it
1998 nuclear tests Pakistan had only a vague notion of an existenti
nuclear deterrence. Under the leadership of Lt Gen. Khalid Ahma
Kidwai, the SPD proceeded to develop clearer concepts and guidelin
on force structure and planning and on prioritising force goals with
the parameters of financial and resource constraints. Though the con
mand and control system is still evolving its functioning and cfficacy
still shrouded in secrecy. During the 1999 and 2002 crises, nucle.
weapons were not openly brandished though some preparations or pa
sive dispersive measures for survivability may have been taken.” Durit
this period, Pakistan also developed the art of signalling deterrens
through declaratory statements and ballistc missile testing g b
nuclear weapons did not play an overt role during the 1999 and 20t
crises. Nevertheless, the nuclear arsenal did play its primary deterre
cole: crises remain limited in action, and escalation to general war w
avoided."” There were however other factors, such as US interventio
which probably played a critical role in casing India-Pakistan tension

Musharraf inherited a nuclear program that had developed suf
ciently but lacked a coherent direction. Worse, an uncontrolled pr
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curement network had unravelled under his watch. The command and
control system was made more effective after the firing of A. Q. Khan,
with rapidly ded security and ight and the of
export control legislation.’ Meanwhile, the nuclear arsenal continued
to grow both in quannry and quality. Pakistan’s delivery means were
ded and di including in the arena of cruise missiles,
which were tested recently. American defence analyst John H. Gill
describes Pakistan’s current nuclear strategy concisely: ‘Pakistan seeks
to maintain sufficient conventional and nuclear strength to deter an
Indian attack, or if deterrence fails, to prevent a catastrophic defeat
long enough for the international community to intervene and halt the
conflict.””

Nuclear weapons are now so deeply embedded in Pakistani security
thinking that any attempt to dissuade it from this path—towards dis-
or towards a weapon-free world Id be met with stiff
resistance from the entire spectrum within the state. Today, the Armed
Forces, civilian bureaucracy, scientific community, and entire political
spectrum, from the religious right to liberal left, all support Pakistan’s
continued nuclear weapons capability. Also, there is a strong consensus
that Pakistan'’s nuclear weapons are under threat from hostile coun-
tries, which include the United States, Israel and India. Pakistanis
believe that their nuclear arsenal remains vulnerable to preventive or
preemptive attacks and thus even a slight hint of threat or rumour
prompts the Armed Forces to take precautionary measures. The West
often accused Pakistan of issuing nuclear threats as during Kargil. This
tendency has existed since the mid-1980s when reports about a joint
Indo-Israeli attack against Kahuta circulated inside Pakistan, only to
be later confirmed when it became evident (at least to Pakistani defence
planners) that India seriously contemplated such a plan.®®

Today, the Pakistani Armed Forces, which are custodians of the
nuclear arsenal, have taken significant steps to integrate nuclear weap-
ons into their war plans and deterrence strategy. However, other Paki-
stani elites have contested the military’s limited conception of the role
of nuclear weapons. Religious opposition parties, such as Jamaat-e-
Islami (JI), articulate the role of nuclear weapons in a different light
land have demonstrated nuclear symbolism by placing models of mis-
isiles in prominent public places.!’ The party’s think-tank contends that
the value of Pakistan’s nuclear deterrent extends beyond countering
India. According to JI Senator Khurshid Ahmad:
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Pakistan as an Islamic state has a responsibility to the broader Umma..
Pakistan’s nuclear weapons will inevitably be seen as a threat by Israel, an:
therefore Pakistan must include Isracl in its defense planning...Under the it
cumstances, the future of the Muslim world depends on Pakistan.?

To date, no serious planning has occurred in Pakistan that woul:
indicate that the Islamic myth of nuclear influence had taken hold o
that the government is thinking in terms of extending deterrence o
proliferating nuclear weapons in order to profit from their value as a
ideological weapon. However, the rhetoric that Pakistan was the fir
Muslim country to acquire nuclear weapons remains a popular notio
in domestic political culture.

Emerging Force Postures

Pakistani anxiety did not dissolve even after demonstrating its nucle:
weapon capability in 1998. India’s conventional forces and its advan
ing nuclear capability continue to make Pakistan vulnerable to India
coercion. Pakistan's nuclear force posture evolved under militar
doctrines, military force mobilisations in crises and a calculus of col
ventional force imbalance. Indeed the most important factor is o
correlation of Pakistan’s strategic force posture with India’s conve
tional force postures and military crises.

The twin military crises in 1999 (Kargil) and 2001-2002 (Parak
ram) were catalysts for conceptualising Pakistan’s national securi
thinking and integration of nuclear force planning and convention
force planning at the Strategic Plans Division. There was seeming
Jlittle realisation in India that coercing a conventionally weaker adv(
sary that had newly demonstrated its nuclear weapon capabiity wou
only speed up the process of making nuclear weapons operation:
India ought to have known that the central premise of Pakigani goi
nuclear was to redress the strategic imbalance and to seck a way
deter hostile India from attacking its weaker neighbour.

The 2001-2002 crisis might well have been another Indian effort
display superior military might in a bid to force Pakistan io subm
sion. The timing of this coercive deployment were scen as exploiti
the post-9/11 environment, especially when Pakistan was engag
along its western frontier due to US operations in Afghanitan. Ini
clearly posed a two-front dilemma for Pakistan. More inportan
what remains an enigma for Pakistani security planners wasthe fund
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mental assumption that Indian military planners could start, control
and win a limited war without escalating into nuclear tripwires. The
2001-2002 military standoff was another grim reminder of the perpe-
tuity of the existential threat from India, reinforcing the significance of
nuclear weapons in deterring India from 1971-like adventures. There
appeared a lack of sober recognition in India’s security thinking that
the advent of nuclear weapons means that war should not even be
contemplated. Pakistan therefore has to prepare to counter the threat
of Indian mobilisation each time it occurs in response to terror attacks
in India.

As Pakistan lacks comparable resources, nuclear deterrence would
be the only recourse to rely on. The more innovation in conventional
military doctrine against Pakistan is contemplated and the more new
technologies (subsurface cruise missiles, space based surveillance, and
ballistic missiles defence for example) are acquired by India, the greater
the challenge to strategic stability in the region. As new challenges to
internal stability emerge for Pakistan, and its security forces are drawn
into multiple contingencies, there would be even more reason to
depend on nuclear deterrence to deal with the threat from India.

Nuclear deterrence does not come about automatically, especially
against an adversary that secks opportunity and space to threaten war.
Strategic forces must be structured to create deterrent forces. Pakistan
had no clear models to emulate. Its force-structuring model was sui
generis. This meant ghing its vulnerabilitics and gths to deter-
mine force-pl. s. Its geo-physical vul; lity, espe-
cially the lack of dcp:h and proximity of communication centres to
Indian military thrusts were all key considerations. Conversely, this
weakness from short distances enabled Pakistan to draw up plans for
rapid mobilisation for defence and implied that Indian offensive forces
would stand to lose surprise and travel a greater distance. Next, deny-
ing escalation control would force India to calculate the risk of any
misadventure.

The Strategic Plans Division (SPD) announced four explicit thresh-
olds. whnch alone or m combination would constitute redlines: space,

I and aberting d ic violence.
Under Presndcm Musharraf, a unified command system existed in the
country, which provided the Pakistan National Command Authority
(NCA) a semblance of coherence in planning and decision-making—
thus clearly articulating objectives and force goals. The Strategic Plans

279

Khan Shaheed Library




PAKISTAN: BEYOND THE ‘CRISIS STATE’

Division (SPD) established at the Joint Services Headquarters in 1999
was tasked to act as a secretariat for the NCA.
Beginning in spring 1999, strategic planning commenced with a net
isal o g

threat and | of pabilities. Simulta-
neous studies of several models for force planning provided a base for
isational and ional planning. The crucial determining fac-

tor was the financial and technical resources that would impact the
minimum deterrence requirement but also the force structuring goals
It was therefore important to develop such organisational models for
strategic force ds and operational procedures that Pakistanit
were familiar with. Within a short span SPD was tackling a comple>
set of issues of nuclear management, which included developing pro-
cedures for preparing nuclear warheads and delivery vehicles, surviv
ability, security, safety and other mechanism for command and control
Even as these processes were growing it was ultimately the 2001-200:
military standoff that brought about the final shaping of nuclear force:
when dispersal and mating plans were actually tested under extremel;
trying conditions of a physical threat from an enemy. India inadvert
ently provided Pakistan a chance to refine its procedures with an envi
ronment of real-time threats.

By the end of the crisis in October 2002, Pakistan had a well-exer
cised and functioning Strategic Force Command (SFC) under the Paki
stan Army with ballistic missile units and Strategic Air Command
operating with The Pakistan Air Force (PAF) all operating under

lised d, control, ication and intelligence (C3 |
system at the Joint Services Headquarters. The Nuclear Comman:
Authority (NCA) comprised the highest-level of civilian and militar
decision-makers. While nuclear force planning and development wa
done under the Chairman Joint Chief of Staff’s Committee, the Prim
Minister, Cabinet Ministers and four service chiefs formed the Employ
ment committee of the NCA, which is the apex body that invites th
heads of the scientific organisations to facilitate NCA decisions.

The institutional response to manage the ultimate weapons an
threats helps to keep an eye on developments and advances in Indi:
But it does not mitigate the stark reality of resource constraints, whic
determines the force posture. Matching all Indian advances is not ne:
essary to maintain the strategic parity with India. Periodic review t
the NCA for qualitative match and force goal ceilings as well as ove
sight of safety, security and survivability of arsenals will remain a reg/
lar feature in Pakistan’s nuclear future.
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Pakistani arsenals are maintained in non-deployed form. The NCA
maintains centralised control of the assets. An elaborate system of
security and safety has been employed though the Security Division,
which ensures physical security of storage and transport. Security is
tight with strict access control within each organisation and a person-
nel reliability program has been instituted much on the lines of West-
ern countries.

It is extremely important for Pakistan to keep the safety coefficient
high in normal peacetime. But the system must respond to the rapid
changing strategic environment, which takes little time to change. As
has been witnessed, a Mumbai type attack can lead to a speedy dete-
rioration of the situation. The NCA is charged with assuring readiness
in the event of a sudden strike or conventional war breakout.

Future Trajectories

Pakistan is well on its way to field a nuclear triad in the future. Land-
based forces will principally rely on a mix of solid- and liquid-fuelled
ballistic and cruise missiles (Babur), which is likely to be the mainstay
for the foreseeable future. The air-based deterrent will improve as
Pakistan develops its air defences for both conventional and strategic

delivery. R h and devel i ona based deter-
rent. In the long run a submanne based crulse missile deterrent will
ensure a second strike stability. M hil in d
and control with information, surveillance and reconnanssance capabil-
ity (C2ISR) will i ly be enh d. A rej d Space and
Upper A here R h C ission (SUPARCO) will have new

tasks in this regard. Launching a Pakistan satellite in the next decade
will give dedicated data; guidance and space based accuracy as well as
enhance C2ISR. Early warning can win nearly half the bartle.
The hl(ely role of nuclear weapons in Pakistan's regional policies and
will primarily depend on the trajectories of
regional security dynamics. Four developments would affect Pakistan’s
security policy. The first will be the outcome of the so-called War on
Terrorism in Afghanistan and its impact on Pakistan’s security interest.
The second would be the shaping of the regional power balance between
India and Pakistan. Would strategic balance lead to peaceful resolution
of conflict or would continued arms build up and modernisations
increase tensions bringing in more crises and wars? The third factor
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will be the policy course that United States might follow in Asia anc
the Muslim world. US security policy, particularly with respect tc
China and Iran, Pakistan’s two important neighbours, as well a:
towards the Islamic world, will necessitate a role for Pakistan. Finally
most importamt will be the outcome of how Pakistan tackles its inter
nal stability situation and emerges out of the current domestic crises
Depending on these developments, Pakistan’s nuclear policy is likely te
evolve

The first course is moderate and pragmatic and would occur if Paki
stan has a stable government that achieves balanced civil-military rela
tions. This course would perpetuate the national security establishment”
perception of nuclear force as porely a national sccurity instrument
Even with changing regional dynamics it willlikely follow the predict
able pattern that has been seen in the past. It would continue to rel

nto one of two futures.

on a combination of internal and external-balancing rechniques t

meet emerging threats, Pakistani nuclear and conventional force

would grow m tandem with India’s torce modernisation. Pakistan’
external balancing would probably rely on China, Mushim countries
and the United States. 1F Pakistan’s cconomy grows and it relation
with India improve, the likelihood will be high of repeatng the Col
War nuclear experience of arms control and confidencebuilding meas
ures with India.

The other nuclear future is a radical shift away from Pakistan’s ir.
d
likely if a radical right-wing government assumes power. A domests

wonal approach to mternatonal relations. Such an outcome is mor

change of this nature could shift the emphasis of nu lear weapor
from a purely national security tool to a more deologically base
power instrument. This would result i confrontation with Pakista
and the West, Such a future would grossly complicate Pakistani sect

nty dilemman.
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REVERSING STRATEGIC ‘SHRINKAGE’

Munir Akram

Pakistan has been a strategically challenged state from the moment of
1ts creation—facing hostility from its separating neighbour, India; gross
adequacies in the military, financial and burcaucratic structures, and
a huge refugee influx. Pakistan survived those early years against all
odds, due to the iron will of its founder, Mohammad Ali Jinnah, and
the enthusiasm of its Muslim | for a state free not only from
British rule but also the threat of Hindu subjugation and the dream of
reviving the glory of Islam’s millennia of rule in the subcy

Today, despite the pr icati of its d s, Pakistan's
existence as a sovereign state is not in question. Pakistan has acquired
its unique identity; all the country’s major power centres and provin-
ces—despite periodic d have a vested interest in its existence;
its armed forces are determined to defend its independence and terri-
tory; and the acquisition of nuclear weapons capability has provided
the presumption of immunity from external aggression of the sort that
led to the separation of East Pakistan. Bu, as always in its short his-
tory, Pakistan still confronts serious strategic challenges, short and
long term, which, if not wiscly confronted and overcome, could
become life threatening.

Several of these chall are internal—mis-g
and terrorism, ion and social b

kdown. Most of
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these internal challenges are inextricably linked to, and the conse:
quences of, external causes and developments.

The immediate challenges facing Pakistan are visible and imposing
in themselves: the violent attacks by the Tehrik-i-Taliban Pakistar
(TTP) in the Khyber Pakhtunkhwa province and major cities; Paki-
stan’s costly and unpopular invol in Afghani the alienati
of many Baloch, economic stagnation—manifest in the power crisis—
and the growing poverty and social deterioration affecting the vas
majority of Pakistan’s population. The combination of political turbu
lence and incoherence, growing extremism, ethnic and social violence
terrorist attacks and economic stagnation, have created a dangerou
mood of national pessimism, bordering on despair.

The first priority is to these i diate chall Despit
the confused political ci and inad 2 :
start has been made towards confronting some of these challenges
This start—as so often in Pakistan’s history—has been initiated, dit
ectly or indirectly, by the Pakistani Army.

Fighting the TTP

In 2009 the Army made the vital determination that the foremost pr
ority was to confront and defeat the TTP and its affiliates, which pos
the most direct challenge to Pakistan. The US was asked to use il
drones to target the TTP, not only the Afghan Taliban, to prove th
credibility of its alliance with Pakistan. While placing action again
the Afghan Taliban on the backburner, massive military operatior
were launched in Swat and, later, in South Waziristan, Orakzai an
other Agencies. These operations were made possible in large measu!
due to the emergence of a general public consensus in Pakistan that tt
TTP's violence and acts of barbarism were unacceptable from both
national and Islamic viewpoint and that it must be crushed. The Arm¢
Forces were also motivated by considerable evidence of support to d
TTP from the Tajik-led Afghan intelligence and their Indian mentor
By all accounts, these military operations have been fairly successf
and, in Swat, the large displaced civilian population has been able
return home. The TTP is not obliterated; its attacks continue. But
organisation and its leadership have been severely mauled and rema
under pressure from the air and on the ground.

A conclusive success against the TTP will require isolating it—t
gether with al Qaeda—from the tribes and other militant groups frc
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which the TTP draws recruits and support. In particular, de-linking the
pro Kashmiri groups from the TTP is vital as these groups too will
have to be suppressed. Over the longer term, pacification of the tribal
regions will be possible only through the restoration of effective gov-
ernance, a fair justice system and the creation of economic and employ-
ment opp ities. The anticipated withd | of US-NATO forces
from Afghanistan will diminish the ‘jihadi’ appeal of the TTP and
assist in the pacification of these regions.

Pacifying Afghanistan

Progress has also been made in preserving Pakistan’s interests in
Afghanistan. This required the Army and the ISI to play *hardball’ over
the last two and a half years. India had to be convinced that its inter-
ventions in Balochistan and the Federally Administered Tribal Areas
(FATA) were not cost-free. Certain Afghan Taliban groups were tar-
geted where essential; in other instances action was held back when it
served Pakistan’s interests. The ‘capture’ of a string of Taliban leaders,
including Mullah Baradar, in 2010 could no all be *accidental’, as
some US officials and the Western media asserted.

Importantly, the US has become convinced that it can execute its cur-
rent military strategy in Afghani and evolve a fi k for peace
that would enable an h ble US-NATO withd, I, only with
cooperation and support of Pakistan’s Armed Forces. The red carpet
treatment accorded the Pakistan Army Chief during rounds of the
Pakistan-US ‘strategic dialogue’ in March and October 2010 reflected
this recognition in Washington. Success or failure in Afghanistan will
have critical implications for President Barack Obama'’s re-election.

There is now greater convergence between Pakistan and the US on
Afghanistan, and on fighting the TTP and al Qaeda, then at any time
since 9/11. However, neither side has as yet clearly identified its final
obijectives in Afghanistan, nor the process by which these are to be
achieved. The US Administration is still clarifying a strategy for nego-
tiating peace with the Taliban. Pakistan secms hesitant to act decisively
until it knows US objectives and strategy. Meanwhile, President Karzai
seems to be playing all sides to ensure his own survival. He has alter-
nately supported and denounced US-NATO military operations. He
has opened contacts with some of the Taliban and with Gulbuddin
Hekmatyar. He has sought Pakistan's cooperation to negotiate with
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the Taliban, but told the US that Pakistan is impeding such talks.
Simultaneously, President Karzai has reportedly told Iran and India
that Pakistan is pushing him into these ncgotiations. India is alarmec
by the prospect of a Taliban return to power (which would terminatc
its strategic gains in Afghanistan), and is busy reconstructing its olc
alliance with Iran and Russia to resurrect the Northern Alliance anc
others opposed to accommodation with the Taliban.

It is so far unclear how this tangled web will be unraveled. Withou
strategic clarity and political determination, Pakistan could lose the
tactical space it has secured. Islamabad needs to evolve its own plar
for peace in Afghanistan, establish the required contacts with th
Afghan insurgents and persuade the US to endorse this path to peact
and an honourable US-NATO exit from Afghanistan.

Reviving the Economy

For four consecutive years until 2007, Pakistan recorded encouraging
if uneven, cconomic growth. But it failed to address fundamental eco
nomic problems—poverty and human development, job creation
infrastructure and economic efficiency and producrivity. The politica
turmoil of the following two years, mounting terrorist attacks, erosio
of business confidence and the impact of the concurrent global eco
nomic crisis pushed the Pakistan economy into a severe and fundamen
tal crisis. This crisis cannot be overcome without significant extern:
financial support. Unfortunately, despite promises of a *democrac
dividend', Western assistance has been extended in dribs and drabs an
often with unacceptable conditions ¢.g. those reflected in the Kerry
Lugar Bill. Simul ly, Pakistan’s trad | friecnds—China, Sauc
Arabia, and UAE—have been halting in their commitments duc t
doubts about the political leadership in Pakistan. Yet, perhaps wh.
has heen most lacking is a clear and comprehensive Pakistani plan t
address the economic challenge.

With the improved prospects for a period of political equilibrium,
not stability, in Pakistan, the new national determination to contror
anti-state terrorism and the growing international consensus that Pak
stan needs to be rescued economically for the sake of regional stabilit
there is now scope for reviving Pakistan’s cconomic fortunes. The re
cue plan will need to encompass: fiscal stabilisation, with generot
international support, improved revenue generation and budger disc
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pline; major i pecially in physical i includ-
ing energy, and social devel icularly health and ed:

and rapid growth and |oh creanon through a stimulus package to sup-
port ion in | services and exports.

There is no reason why Pakistan cannot achieve fairly high growth
rates within the next few years. The primary need is for honesty, clar-
ity and coh in Islamabad, and readi to utilise all availabl

diplomatic leverage with the international community.

Balochistan

Apart from the economy, a credible effort is required to heal the fester-
ing sore in Balochistan. Ending the violent attacks and disaffection in
the province is vital for national cohesion, political stability and eco-
nomic growth. Balochistan’s pped natural and its strate-
gic location will be essential elements of Pakistan’s future economic
growth and political importance. Prospects for ending violence in
Balochistan will greatly improve once India is stopped from aiding the
Balochi: Liberation Army (BLA) i through Afghani
Targeted action against recalcitrant elements will need to be accompa-
nied by effort at political accommodation with the major tribal and
political groups and a fair lution of legiti Baloch gr

It is vital, however, that the pressing challenges of today do not
deflect attention from the more enduring and fundamental strategic
challenges that confront Pakistan.

The Pervasive Challenge from India

hall

As ever, the most enduring and formidable of these emanate
from India. The hostility between Pakistan and India has deep histori-
cal and popular roots in both countries. Despite cultural, linguistic and
ethnic affinities, the mutual hostility between the Muslims and Hindus
of the sub-continent is real and endemic. It was the raison d'étre for
the creation of Pakistan. The history of the last sixty years has, if any-
thing, further intensified this hostility and given it structural expression
in the relationship between the two states. The Kashmir dispute, in
essence, is but one expression of this divide and hostility. (Bangladesh’s
relationship with India displays the same dynamic.) Thus, even if out-
standing issues, like Kashmir, are resolved, and some semblance of
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civility restored berween Pakistan and India, their relationship will
remain competitive for the foresecable future. Those who argue that.
with goodwill and conflict resolution, peace and harmony can descenc
on the sub-continent are either ignorant or self-serving.

Today, unlike the carly years, India’s objective is no longer to undc
Partition and absorb the territories of Pakistan. The cost would fai
outweigh the benefit (of course, many Indians—and their friends, includ
ing some in Pakistan—endorse the vision of the Bharatiya Janata Par
ty's L.K. Advani of a South Asian Confederation led by India). Today
India’s ambition, propelled by its self-perception and Western encour
agement, is to emerge as the supreme regional power and cventually :
global power to rival China. Pakistan stands in the way of this ambi
tion. It resists India’s presumption of South Asian dominion. It block
India’s geographical access to Central and West Asia. It reminds the
world of Indian oppression of Muslim-majority Kashmir and expose
the fallacy of Indian secularism. It neutralises a large part of India”
military power. It gnaws at India’s Achilles’ heel—Kashmir. It dimin
ishes India's nuclear weapons status by demanding nuclear parity.

To realise its regional and global ambitions, New Delhi believes tha
Pakistan's capacity and will to resist Indian domination must be bra
ken. To achieve this, India is pursuing a well thought out strategy o
multiple fronts. The Indian strategy encompasses: the defamation an:
denigration of Pakistan and especially its Armed Forces through it
diplomacy and the media—as the *epicentre of terrorism’; the pol
economic and strategic encirclement of Pakistan by building India
strategic and economic links with Iran, Oman, the Central Asian Statc
and, more recently, even with Pakistan's closest friends, Saudi Arabi
and Turkey; the promotion of subversion and insurgency in Baloch
stan; infiltration of the TTP to support attacks against Pakistan’s sect
rity forces and civilian centres; the build up of India’s Armed Forces t
overwhelm Pakistan in a conventional conflict; efforts to Jelegitimic
Pakistan's nuclear weapons capability through propaganda abot
nuclear proliferation from Pakistan, including to terrorist organisation
acquisition of the option to economically strangle Pakistan, for exan
ple, through constraints on Indus water flows. It is visible to any pe
ceptive Pakistani that this Indian strategy has already made sever.
gains and is progressively eroding Pakistan’s vital national interests an
objectives.

This Indian success is mainly due to its expanding cconomy ar
large market which offers opportunities for profit to other nations ar
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i | q

their companies. It is built on the perception,
by New Delhi, that given its growmg economic and mlhury prowess,
India is destined to emerge as the regional super-power and can serve
as a strong force for stability in South Asia and the Indian Ocean.

ly, India pi the p ion of Pakistan as
a violent and mrbulem state afflicted with the twin evils—terrorism
and nuclear proliferation—that are the West’s current phobias. In
Washington, and other Western capitals, the consensus emerged during
the Bush Administration that India is their ‘natural parmer’ to con-
front ‘Islamic terrorism’ and to ‘balance’ the rising power of China.
Thus, India’s ‘great power’ status was proclaimed even before it has
been realised. The faucets of arms, advanced technology, investment,
and trade, have been opened for India, even as they have become
mostly closed for Pakistan. Without this Western endorsement and
support, India’s ambition of regional domination and great power sta-
tus would be most difficult to realise.

The Cost of Counter-Terrorism

It is ironic that Pakistan’s strategic decline took place during the period
of the post 9/11 ‘alliance’ with the US. Pakistan-US relations have wit-
nessed several such periods of tactical convergence: for example, dur-
ing the early years of the Cold War and in the anti-Soviet Afghan war
of the 1980s. Unfortunately, each time, as US strategic priorities shifted,
these alliances of i turned into and even hos-
tility. While the Pakistani governments and leaders of the time bene-
fited from US support, any objective cost-benefit analysis would reveal
the fundamental damage done to Pakistan—political, economic, and
strategic—as a consequence of these periodic alliances with and depend-
ence on the US. Thus, the Cold War alliance with the US evoked Soviet
hostility, its veto against Kashmir and its support for India’s break up
of Pakistan in 1971. Pakistan’s participation in the anti-Soviet Afghan
war contributed directly to the rise of religious extremism, sectarian-
ism, violence and terrorism in Pakistan.

The past nine years of Pakistani cooperation with the US against al
Qacda and the Taliban in Afghanistan have no doubt provided Paki-
stan important US political and economic support, although the ben-
efits of US patronage have been grossly under-utilised by the previous
and present Pakistani governments. But this period of the counter-
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terrorism alliance has also witnessed some of the most serous strategic
reversals for Pakistan. These include:

© The replacement of the *friendly’—though internation:ly unaccept-
able—Taliban regime in Kabul by a hostile Panjsheri—Tajik-domi-
nated government.

The migration of Afghan Taliban and al Qaeda leaders nto Pakistan
and progressive escalation of Pakistan’s military involviment against
them, shifting the locus of the war from Afghanistan t Pakistan.
 The neutralisation of the Kashmiri freedom struggle, asPakistan was
obliged, under US pressure, to halt cross-border suppot to them.
The emergence of a coalition between radical Pakistani jroups undei
the umbrella of the TTP, the spread of their influence.even contro
in parts of FATA and adjacent areas and bold attacks gainst Paki
stan’s security forces and civilian centres.

o India’s growing role and influence in Afghanistan, and ts utilisatior
of Afghan territory and intelligence services to support .ubversion ir
Balochistan and the north western regions.

The unjust depiction of Pakistan as the “safe haven® or al Qacd:
and global terrorists, accompanied by mounting Ut pressure or
Pakistan to *do more’ n its fight against them, leading o the deploy
ment of 150,000 Pakistani troops on the Western horeer, inevitably
diminishing Pakistan’s defence capabilities against Inlia, and pro
voking attacks against Pakistan’s security forces, leades and civiliar

population.
o The Western campaign, actively supported by India, t de-
Pakistan's nuclear programme, including US pressurd for sensitiv
information and access after the A.Q. Khan prolifertion scandal
an

itimis

questions raised regarding the safety and security of Pak
nuclear weapons and their possible takeover by “lilanic” radicals
and the *de-hyphenanion” of the nuclear relationship ietween Paki
stan and Indu.

Even as Pakistan’s strategic interests, and its interna seability an:
cohesion, were eroded as a consequence of the US “allanee’, India
1 position progressively improved. Apart trom ne closure «
fghan avene for subver

strate
the Kashmin militancy and opening of the ¢
sion against Pakistan, this period saw the erystallisation « the Indo-U
“strategic partnership’, manifested in the Indo-US cnlian nuclea
agreement: US and Western offers of the most advanced rilitary equig
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ment and technologies to India, including fighter aircraft, anti-ballistic
missile systems, early warning, satellite and space capabilities, are all
barred to Pakistan. This was done, under the banner of ‘de-hyphenat-
ing’ US relations with Pakistan and India, without regard for the stra-
tegic consequences for Pakistan. Indeed, to rub salt in Pakistan’s
wounds, open declarations were made by US officials that Pakistan
was not eligible, deserving or capable of recciving the materials or
access offered to India. US *officials’ and the Western media joined
with the Indians to portray Pakistan as the ‘cpicentre’ of terrorism and
nuclear proliferation.

Obviously, the domestic vulnerability and weakness of Pakistani
leaders, and their almost complete dependence on the US for survival,
made it possible for Washington and its allies to act so blatantly
against Pakistan’s vital national interests. This did not end with the
change of government in 2008. On the contrary, US efforts to control
Pakistan's security and domestic affairs visibly intensificd, as evident
from the conditionalitics incorporated in the Kerry-Lugar Bill and the
demand thar Pakistan shift its military focus from deterring India to
fighting the Taliban. Washington fully expected Pakistan’s leadership
1o do its hidding.

TI'he Difficult Road Back to Strategic Assertion

It was the sharp reaction within the higher echelons of the Pakistani
Army to the Kerry-Lugar ‘conditionalities’, and the brazen attempt to
assert control over Pakistan’s Armed Forces and the IS] and dictate
Pakistan’s sccurity priorities, which signalled that ‘the worm had
turned’. This was followed by a period of ‘inaction’ by the Pakistani
Army on Afghanistan. As the TTP and the Afghan Taliban made advan-
ces, strident d from Washi issuing the improb-
able warning that Islamabad itself could be overrun by the lslamic
radicals ‘only sixty miles away’.

When the Pakistan Army's operation was launched in Swat, the
Western media presumed it was in response to American pressure. In
fact, it was undertaken only when the local political leaders gave up
their naive bid for accommodation with the TTP and public opinion in
Pakistan turned against the militants due to their acts of brutality and
barbarism. There was minimal coordination with the US. The opera-
tions focused only on the TTP not the Afghan Taliban. Later, Paki-
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stan’s high command clearly communicated that it would not relent ir
its priority aim of deterring India and responding to its conventiona
and nuclear arms build up. The declaration issued by the Nationa
Command Authority on 13 December, which, among other things
demanded restoration of nuclear equality with India and opposed an)
early negotiations on a Treaty to halt fissile material production, wa:
an important public reflection of Pakistan’s newly revived nationa
assertiveness, at least on security issues.

The ‘red lines’ drawn by the Pakistani Army resulted in a series 0
intense consultations between it, the US military and political officials
US emissaries made private amends to the IS for earlier ‘rogue agency
insults. These consultations coincided with, and no doubt contributer
to, the comprehensive policy review on Afghanistan and Pakistan con
ducted by the Obama Administration. This review, by all accounts, lec
to the conclusion that, after a final escalated military effort to put th
Afghan insurgency on the defensive, the US should seek an honourabl
way to withdraw most, if not all, it's forces from Afghanistan befor
the next US Presidential elections, including through negotiations wit
the Afghan Taliban. An cqually important, though less publicised, cor
clusion was thar Pakistan’s role would be critical in implementing bot

the military and political of the new Afghani: strateg

and Islamabad’s legitimate national concerns and interests would nee
to be accommodated.

The ensuing overtures to Pakistan culminated in the *Strategic Di:
logue” held in Washington in March 2010. For this dialogue, Pakista
reportedly conveyed a fifty-eight-page document listing the outcom¢
it sought from the dialogue. Significantly, the preparations for the di:
logue, and the most imy ings in Washi were cot
ducted by the Pakistan Army Chief.

In Pakistan's ruling circles, there is evidently considerable satisfa
tion at the progress in the Washington dialogue and the subseque!
intcra between the Pak jclegation and President Obama
the October round in Washington. There is a belief in Islamabad th
the American strategic outlook on Pakistan has changed fundame
tally; that it is now responsive to Pakistan’s national concerns ¢
Afghanistan, India, the nuclear issue and economic and trade issuc
Thirteen scctoral groups have been discussing specific areas for coo
cration and reporting to the principals.

Hopefully, Pakistan’s civilian and military leadership will not allc
the warm words and courtesies extended by US leaders to create und
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phoria and listic exp ions. Islamabad must make a realistic
evaluation of what is likely to be achieved through this latest attempt
at close with Washi Pakistan-US g can be

achieved on Afghanistan, al Qaeda and the Taliban. The US needs
Pakistan to execute a politically acceptable exit strategy from Afghani-
stan. In turn, Pakistan requires US cooperation to construct a post-
American order in Afghanistan which is not inimical to Pakistan’s
national interests. Pakistan-US cooperation against al Qaeda and the
TTP is similarly essential for both. Yet, even in the context of counter-
terrorism, there may be limits and difficulties as evident from the fall-
out of the May 2010 Times Square bombing attempt, with the US
attempt to shift the goal posts with Pakistan after this incident by
d ding early ions in North Waziri

It was very clear from the two rounds of the Washington dialogue
that the US is neither able nor inclined to assist Pakistan on India,
Kashmir or the nuclear issue. Vague promises were conveyed by US
officials. Quiet US advice may have led to the Thimpu meeting
between the Pakistani and Indian Premiers. But India has not been
persuaded to resume the broad based ‘composite’ dialogue; nor shown
the slightest inclination to address the Kashmir dispute or arms con-
trol and security issues.

At the ‘Nuclear Summit’ in April 2010 President Obama scrupu-
lously avoided past demonisation of Pakistan. Nevertheless, Pakistan
was asked to agree to the start of negotiations on the Treaty to ban
fissile material production, apparently in exchange for the unnecessary
and non-deliverable demand made by Pakistan that the US ‘recognise’
its nuclear ‘status’. Pakistan already has recognition as a de facto
nuclear weapon state. It does not need, nor will it get, de jure recogni-
tion from the US, or the i ional ity, in the f bl
future. Nor will any ‘recognition’ by the US imply that the overt and
covert [ in and lise Pakistan’s nuclear deter-
rence capabilities will end.

Clearly, within the present US strategic parameters, it is unlikely that
it will help Pakistan to address the more fundamental challenges posed
by India—Kashmir, the conventional military balance, credible nuclear
deterrence. On these issues, Pakistan will need to formulate and imple-
ment its own independent responses to protect and promote its
national interests. A policy change on these issues in New Delhi, Wash-
ington and other capitals will come about only once Pakistan displays
its determination to assert its own interests.

3
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Kashmir

Jammu and Kashmir remain vital for Pakistan for multiple reasons:
o Idenity: as a Muslim majority area of British India which, accordin;
to the criteria for Partition, should have been a part of Pakistan.

o Territory: gain or loss of an arca bigger than Bel,

 People: ethnically, religiously, culturally and historically linked to th
people of Pakistan rather than India.

o Strategy: the only direct land link to Pakistan’s ally, China.

um.

Nowhere is Pakistan’s strategic decline more visible than on th
Kashmir dispute. Due to a series of policy mistakes, India’s palpabl
unjust position on Kashmir now evokes greater international unde
standing and sympathy than the legally and morally correct positio
traditionally taken by Pakistan, i.e. that the future of Kashmir shoul
be decided by the Kashmiri people, through a free and tair referendur
conducted by the UN, as prescribed by several UN Security Counc

resolutions.

The Kashmiri revole against Indian oppression that crupted o
December 1989 was a golden opportunity for Pakistan to press for
fair and durable solution for the dispute. 1t was Tost. Pakistan, st
under the heady aura of the jihadi” victory over the Soviets in Afghan
wtan, opted to support religiously motvated groups to spearhead o
Kashmin freedom struggle. Soon, these groups assumed a life ar
agenda of their own, often mimical to the aspirations and culture
the Kashmirs. Indian intelligence infiltrated these groups. The aces
barbarism perpetrated by some of them e.g. the Al-Faran inadent
the carly 1990 were duly exploited by India to press for the delegs
misation of the Kashmiri freedom struggle. Following 9/11, and 1l
attack on the Indian Parliament, Pakistan was obliged, under US pre
to halt “cross-border” support to the Kashmir
wenred from India in exchange for this commitment.

Although it is axiomatic that negotiations pursued from a position
weakness cannot yield a fair result, an ill-considered endeavour w
launched—through back-door dipl -y entrusted to a close aide
President Pervez Musharraf with no knowledge of India-Pakistan re
tions or Kashmir—to seek a compromise that, we know now, would ha
confirmed the status quo, if not worsened it. Fortunately, India delay
acceptance of this ‘compromise’. The political turmoil in Pakistan at
the 2007 Chief Justice crisis, rendered the exercise infructious.

. No concessio
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Pakistan’s ability to negotiate a just solution for Kashmir is no better
today than five years ago. A credible freedom struggle cannot be
revived quickly. For the sake of its international image, its internal
stability and its socio-economic aspirations, Pakistan has no choice but
to suppress the violent proclivities of the jihadi groups.

At the same time, there is also no compulsion on Pakistan to con-
cede its traditional position on Kashmir. Pakistan cannot impose a
Kashmir solution on India. But nor can India impose a solution on
Pakistan. The persistence of the status quo may not be a desirable situ-
ation, particularly for the oppressed Kashmiris. But they have dis-
played remarkable resilience. They have not given up their aspiration
to be free of Indian rule. Pakistan can do no less than to respect their
aspirations. Sooner or later, the Kashmiris will revolt again against
India’s rule. Pakistan should be in a position to help them at such time
to achieve their aspirati M hile, India’s ion of Kashmir
locks up almost a third of its land force, enhancing Pakistan’s ability
to balance India’s numerically larger army.

Pakistan’s policy on Kashmir should go back to the future. Islama-
bad should: one, reaffirm its fundamental position, i.e. a resolution of
Kashmir can come about only through the free exercise of the right of
self-determination by the people of Jammu and Kashmir; two, express
open and active support for the Kashmir groups and leaders who
favour integration with Pakistan or separation from India and help to
unite them under a common and coherent political platform, hence
Pakistan should not fear the call for Kashmiri independence, since an
independent Kashmir, however unlikely, will always be pro-Pakistan;
three, assert its moral, political and legal right to support the Kashmir
freedom struggle against India; four, denounce terrorism against civil-
ians and non-combatants and break all links with groups which resort
to terrorism; five, instead of pleading for a dialogue which is not likely
to be successful, refrain from a dialogue until India halts its human
rights violations and oppression in pied Kashmir (and its sub-
version in Pakistan); six, publicise and hold India accountable, in
international forums and the media, for its continued suppression of
the Kashmiris and its gross violations of human rights in occupied
Kashmir.

A bolder stance on Kashmir, based on international principles and
the support of the Pakistani people, will not escalate the danger of a
conflict so long as Pakistan’s conventional and nuclear deterrence
capabilities remain credible. It will have several other advantages:
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enhance the rapport between the government and the people of Paki-
stan and between Pakistanis and Kashmiris; create a disincentive for
India’s subversion within Pakistan; generate the political motivation
for the major powers to intercede in evolving a just settlement for
Kashmir and other issues that plague Pakistan-India relations.

The Conventional Military Balance

So far, Pakistan has managed to maintain an effective conventional
defence capability against India, due in part to better strategic planning
and acquisitions, mainly from China, and lethargy and mistakes n
India’s defence acquisition and development programmes.

However, India has embarked on a major arms Fuild-up which
includes plans to acquire 120 plus advanced strike a reraft, nuclear
submarines, AWACs (Airborne Warning and Control systems), anti
ballistic missiles, satellite and space capabilities. These plans werc
outlined by Indias military chict in December 2009 when presenting
India’s new military doctrine. He identified five “thrus areas” tor the
Indian mulitary build up: (1) the ability to fighta two-tont war against
Pakistan and China; (2) optimise the capability to couner “asymmetric
and sub-conventional threats’s (3) enhanced capabilines for *strategic

ceach’ and “out of area’ operations “from the Persun Gulf to the
Malacea Straits’s (4) acquisition of strategic and space sased capabil
ties, including missile detence: and (5) maintenance o 2 ‘techmca
edge over adversaries (Pakistan and Chinal. The Indun Army Chic
alvo propounded the so-called Cold Start stratcgy t> mobilise ane
strike, within hours, at Pakistan “under a WMD overhing’.

India, no doubt, foresees that, with its growing fuancial capacit
and access to the most advanced equipment and technoogies, not onl
from Russia but also the US, Isracl and other Western ountries, it can
over the next several years, acquire the capacity t overvhelm Pakisar
1 a conventional conflict. 1f it can simultaneously neutalise Pakistan®
nuclear deterrent capability, through political or nnitary means, |
would be able, finally, to dictate terms to Pakistan ad establish it
regional hegemony over South Asia.

There are some defeatists among Pakistan’s politnca and economi
elite who believe that India’s regional domination, and rise to glob:
power status, is inevitable and Pakistan would do wel to accept thi
emerging reality. Perversely, some of them argue that hi:s would hel
end the military's preemiment role in Pakistan. But acceprance «

296

Khan Shaheed Library



REVERSING STRATEGIC ‘SHRINKAGE'

Indian domination would virtually extinguish the raison d'étre for the
creation of Pakistan as a separate and independent homeland for the
Muslims of South Asia, free of Hindu domination. Such surrender
clearly would not be acceptable to the vast majority of the people of
Pakistan. It would mock the enormous sacrifices of preceding Pakistani
generations for freedom. In any event, Indian hegemony is not inevi
ble and can continue to be resisted by a determined and resilient Paki-
stani nation so long as it has the ¢ ional and nuclear bili
to deter Indian aggression.

It is vital for Pakistan to retain the capacity to resist and repel India
by conventional means. In the absence of credible conventional defence,
Pakistan will be obliged to rely almost exclusively, and immediately, on
its nuclear and strategic weapons, significantl; ing the threshold
for nuclear escalation in any future conflict.

Obviously, Pakistan cannot afford to match India’s military build-up.
Its response will have to be defensive and asymmetrical. The develop-
ment and isition of such d capabilities must remain a high
priority for Pakistan. It can be achieved only through closer strategic
cooperation with China.

Such a defensive military response should be accompanied by vigor-
ous diplomatic efforts to prevent a destabilising and expensive arms
race in South Asia. India’s defence suppliers should be confronted with
the prospect that their quest of quick profits from major arms sales to
India will entrench New Delhi’s refusal to negotiate a fair solution for
Kashmir and other outstanding disputes with Pakistan. It would
increase the danger of a conventional conflict and its possible escala-
tion to the nuclear level. It is thus in the best interest of the global
community to prevent, not fuel, an Indian arms build-up. In particular,
the US, if it wishes to see peace, stability and prosperity in South Asia,
must exercise self-restraint in its arms sales to India and persuade other
Indian suppli Israel, France and Russi. do so as well. Such a
diplomatic campaign is desirable even if its chances of success are not
brighe. It will, at least, justify Pakistan's response.

Credible Nuclear Deterrence

It is self-evident that, given India’s larger conventional forces, Pakistan
will need to rely on its nuclear-strategic capability to credibly deter

- Indian aggression and military ad This capability was acqui-
|
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red through the dedicated efforts of Pakistani leaders, scicntists, sol-
diers and diplomats in the face of the concerted and discriminatory
campaign waged by the major powers over the previous decades tc
prevent Pakistan from acquiring, demonstrating and deploying it
nuclear and missile capabilities. Today, unquestionably, Pakistan is @
credible nuclear weapon state, with capabilities that match and,

some arcas, surpass those of India.

Bur Pakistan cannot afford to be complacent. The credibility of it:
nuclear deterrence could be eroded in several

Unlike India, Pakistan continues to be subjected to discriminator:
restraints on the transfer of advanced technologies and equipment anc
on civilian nuclear cooperation on the basis of assertions that it con
tributed to nuclear proliferation and that its nuclear materils, faci
lities and weapons are susceptible to capture or attack by ‘Islami
terrorists’. There is no legal or political basis for penalising Paki
stan for the past. All the nuclear weapon states have been incolved i
outward or inward nuclear proliferation at some stage, «cherwis

nuclear weapons could not have heen acquired by most of hem. D
A.Q. Khan had many distinguished predecessors. o fact, Lakistan
nuclear programme, which is under tight mihitary control, i less su
ceprible to capture or attack by “terrorists” than the lew v zorous]
(eivilian) guarded weapons, materials and facilines n Inda, or th
Toose nukes and fissile material scattered i various pases of th

former Soviet Union.

Pakisean’s recent demand for recopnition of its nuclear wapon st
tus. while understandable, i ierelevant and unhkely. Not c-en Ind
hae been accorded formal recognition. Informal recognition alreac
exists. The real challenges are difterent and will anse i the uture.

The current restrictions against Pakistan on the transfer ohidvance
technologies which are now available to India, will enable hidia, ov
time, to acquire offensive and defensive capabilities that we mo
sophisticated than Pakistan's. hoth i the nuclear and corvention
felds. such as space-related weapons, satellites, nuclear povered su
marines, anti-ballistic missiles, and information technolagy. The
capabilities could significantly neutralise Pakistan’s capacit for <o

ventional and nuclear deterrence.

In the context of nuclear deterrence, there are three asects th
require attention: size and quality of Pakistan and Indis nucle
weapons arsenals, and the credibility of Pakistan’s auclea: offenst
capabilities and the effective protection of these capabilities
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With the access to nuclear fuel imports, opened up by the Indo-US
civilian nuclear agreement and the NSG waiver, India can significantly
enlarge its nuclear weapons arsenal by fully diverting its indigenous
uranium to its weapons programme. While absolute parity is not
essential for nuclear d India’s larger I bined with
its future qualitative edge—could erode the credibility of deterrence.
Thus, Pakistan will need to acquire sufficient stocks of fissile material,
especially plutonium, to build a larger number of warheads required to
respond to India’s offensive and defensi pabilities. It cannot, there-
fore, accept the proposal to ban fissile material production, at least for
the next several years. Pakistan must also assess whether India has
developed thermo-nuclear weapons, e.g. with designs provided by
another nuclear weapons state or Israel. India may conduct further
nuclear weapons tests to validate its new weapons designs. Obviously,
Pakistan will need to respond in kind.

Second, India’s acquisition of anti-ballistic missile early
warning systems and satellite and space systems, can significantly com-
promise the ability of Pakistan’s missiles and strike aircraft to penetrate
Indian defences, sub ially eroding the credibility of Pakistan’s
nuclear deterrence. Without the financial and rechnological ability to
match India qualitatively, Pakistan will have to respond by deploying
a larger number of nuclear-armed missiles. For this too, continued fis-
sile material production is vital.

Third, advanced Indian capabilities could also enable it to underrake
pre-emptive counter force strikes to eliminate Pakistan’s offensive sys-
tems at the outset of a conflict. Even more ominously, in the event of
an Indo-Pakistan conflict, the major Western powers, and Russia, are
likely to make all possible efforts to prevent Pakistan from threatening
a resort to the nuclear option. If political pressure does not work, they
could launch operations to capture or take-out Pakistan's nuclear and
strategic capabilities, or resort to military actions or threats thercof, to
prevent Pakistan, even when facing defeat, to threaten the use of its
nuclear capability. To deter an Indian preemptive strike or major
power intervention, Pakistan will need to put its nuclear weapons
delivery systems on higher alert, place some missiles in hardened and
dispersed silos, and acquire one or more nuclear submarines as a sur-
vivable platform for a retaliatory second-strike.

Khan Shaheed Libr‘ar;”



PAKISTAN: BEYOND THE ‘CRISIS STATE’
Strategic Marginalisation

An even more complex challenge is to reverse Pakistan's pngressive
and signifi political, ic and diph i inalsation ir
regional and global power relations. Being de-hyphenated fom Indi:
and equated with Afghanistan are the most visible signs of ths declin
in global status. This is the result of several years of strategc confu
sion, internal discord, i k external dependeny as wel
as the reversals imposed on Pakistan by the War on Terroism anc
India’s active diplomacy.

The vital ingredients to reverse i inalisatior will be
economic revival, political stability, national confidence ani self-re
spect and hard dipl Other ies—friends and f

perceive that Pakistan is determined to boldly defend its owrnationz
and strategic interests and is prepared to utilise all the leverge it ca:
muster—military, political, economic—to defend and uphld thes
interests. In inter-state relations, as in physics, every action nust prc
duce a reaction. Actions by other states which help or hurt ‘akistan
national interests must be reciprocated. Despite its current conomi

Inerabilities, Pakistan p ient leverage to ersure th:
other powers do not ride rough shod over its national inteests. Th
principal requirement is that Pakistan’s leadership develop acoherer
vision of the country’s strategic interests, goals and prioritic and pu
sue a well-planned campaign to achieve these.

In this context, the most urgent objectives should be to evive an
build relations with several key countries: China, Saudi Anbia, Ira
and Russia.

China has been Pakistan's principal geo-political parter. Whi
defence cooperation with China remains on track, trade andeconom

ion is ined by incoh efforts, ptios, burea:

cratic inertia and failure to provide adequate security to Chirse wor

ers in Pakistan. Periodic problems have occurred becase of o

presence of Uighur rebels among the Islamic militants in he bord

areas. Meanwhile, despite its strategic alignment with Pakistn, Chin:
o

trade and ionship with India has expandedexp
tially. China is being drawn into partnerships with Indiain sever
ing groups to p specific i he G

(Russia, China, India), BRIC (Brazil, Russia, Tndiz. China) the G-
(major economies). All of these exclude Pakistan.
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It is largely up to Pakistan to leverage its strategic relationship with
China to advance its national interests and objectives. China has a
strategic interest in supporting Pakistan’s resistance to Indian domina-
tion. China is no an even better position then in the past o assist
Pakistan, lly and ically. Instead of p with
the whims of Washmgron, Islamabad should focus on the opportuni-
ties offered by Beijing. A new and comprehensive plan is needed to
revive and invig the Paki: China strategic relationshi

Saudi Arabia

The nature of Pakistan’s relationship with Saudi Arabia has also
changed. It is now less equal and reciprocal. On the one hand, Paki-
stan’s dependence on Saudi Arabia has grown for. ﬁnanclal suppon, ml
supplies and even di ic political hil
Saudi Arabia has broadened its strategic horizons—seeking to d-vemfy
and strengthen its regional and global support base, mainly against
Iran’s expanding influence and power in the region. Saudi Arabia has
been wooed assiduously by India. The value for Riyadh of Pakistan’s
informal nuclear umbrella appears to have decreased. An erosion of
Saudi support on Kashmir and the economy is visible. Pakistan needs
to build a more balanced relationship with the Kingdom based on
mutual interest and reciprocal support.

Iran

The relationship with Iran is critical. Its cooperation is vital for peace
in a post-American Afghanistan. Its present strategic alignment with
India is hugely negative for Paklstan Thcre are areas of convergent
interests which should be ifying Afghani and
both sides of Balochistan, gas supplies to leust:n, preventmg an Israeli
(and/or US) military smke against Iran, ending nuclear discrimination
against Muslim Existing probl in Tehran thae
Pakistan serves as a US proxy; past power rivalries in Afghanistan;
Iran’s role with Shi‘a groups in Pakistan—nced to be openly addressed
on the basis of recip y and mutual

Russia

At the end of the Cold War, Pakistan failed to exploit possibilities to
build a new and friendlier relationship with Russia, which continues to
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play an important role in Pakistan’s neighbourhood. The major prob-
lems with Moscow are: Russian memories of Pakistan's contribution
to the Soviet defeat in Afghani pposition to the perceived sympa-
thy within Pakistan for the Afghan Taliban and other Islamic groups,
including those active in Central Asia and the Caucusus; and Moscow’s
close military relationship with India. Each of these problems can be

dd d. Pakistan’s i to b Islamic mili can
now be more readily blished, even if p i dati
may be required with the Afghan Taliban. Pakistan's policy independ-
ence from the US global and regional agenda is also likely to become
more visible once it asserts its national interests. Moscow’s military ties
with India should not pose an insuperable obstacle to cconomic and
even some limited military cooperation with Russia once a measure ol
mutual trust is built.

A New Strategic Paradigm

Pakistan’s endeavour to reverse its political marginalisation woulc
become much easier if it can change the strategic paradigm regarding
South Asia that emerged over the last decade. This change can emanat
mainly from a shift in the security parameters and perceptions of th
United States and its allies.

! ingly, the Obama Administration, in its declarations at least
has displayed refreshing honesty and realism in analysing the majo
security threats and challenges to the US in the ‘broader Middle East'
It has rightly concluded that Israeli i i on the Pal i
issues threatens US policies towards the entire Muslim world, gener
ates the widespread hostility against it and contributes to Islamic radi
calism and terrorism. President Obama has also placed emghasis o
developing a relationship of cooperation rather than conainmen
towards China and ‘resetting the button’ on relations witk Russiz
More pertinently for Pakistan, he has determined that miliury sol
tions are unlikely in Iraq and Afghanistan and that most, if not all, U
forces should be withdrawn as soon as possible from these wo the:
tres of war.

This new realism in Washington offers Pakistan an opportunity t
reshape the strategic environment in South Asia. To this end, Islam:
bad should make a d effort to i hi to endor
the following strategic premises regarding South Asia:
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First, while desirous of expanded economic and trade relations with
India, the US should no longer be pre-occupied with building India as
a counterweight to ‘balance’ or contain China. This is not only unnec-
essary but also likely to generate the competitive Chinese reaction
which Washington wishes to avoid. Indeed, in the future, India could
itself emerge to challenge US interests in the region.

Second, India is not the best partner for the US in combating Islamic
extremism or terrorism. This fight has to be fought and won within
the Islamic countries and, critically, by Pakistan. India’s support may
be functionally useful; but with its own continuing record of suppress-
ing the Kashmiris and discriminating against its own Muslims, its

dentials to contribute to ing the rise of ism in the
Muslim world are questionable. What America needs is a ‘new deal’
with the Muslim world; it is Pakistan, not India, which can help to
promote this.

Third, India is not a factor for regional stability, as advertised. On
the contrary, it is the principal cause of political turmoil in South Asia.
It is not a “status quo’ power seeking stability. India seeks a new role
as the regional h It is India’s ambi andi which
have destabilised all its neighbours—Sri Lanka, Nepal, Bangladesh and
parts of Pakistan. It is India which refuses to accept fair solutions to
disputes with every one of its neighbours. It is India’s suppression of
the Kashmiris that keeps alive the threat of terrorism. It is India’s quest
for dominance which is likely to fuel a conventional and nuclear arms
race with Pakistan and retard prospects of rapid development and
regional economic cooperation in the region.

The United States—working together with China, Europe and Rus-
sia—is in a position to create a security and political paradigm in
South Asia that can promote sustainable peace and improve the pros-
pects for prosperity. Although Paluslan and India are unlikely to d-s
¢ zrd mutual hostiliry, their T hip can be *
in directions which are ive and stabilising. Such a new para-
digm could be built within the following parameters: one, a balance in
conventional forces between Pakistan and India maintained at the low-
est possible levels. This would involve acceptance by India and Paki-

stan of ints_on the devel and acquisition of certain
destablhsmg weapons sysums, €.g. anti-ballistic missiles, and a pro-
y less th of forces; two, formal global

! acknowledgemem of rhe nuclear weapons status of both India and
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Pakistan and application of a non-discri y nuclear regime tc
both, accompanied by agreements by them to restrain the expansion o
their nuclear and strategic capabilities, build mutual transparency anc
confidence to ensure against deliberate or accidental nuclear use, an¢
commitments by both to respect and contribute to the nuclear non
proliferation regime; three, the commencement of a genuine dialogu
on Kashmir and other outstanding issues, such as the water disput
between India and Pakistan—and similar disputes with India’s othe
South Asian hbours pressly supported and d by th
international community through the UN or another collective forum
four, the creation of a South Asia free trade zone, with adequate meas
ures to protect the economies of the sinaller countries and ensure
“level playing field’; five, following progress on the preceding, th

blish of transit ag; allowing India access to Centrz
and West Asia, and Pakistan access to Nepal and Bangladesh, wit
international financial and technical support to build the require
infrastructure.

Such a new South Asian paradigm would serve the interests of th
peoples of Pakistan, India and other regional states as well as the inte
national community. It could transform South Asia from an area ¢
instability and danger into the latest Asian economic miracle.

Much depends on how well Pakistan and its leaders confront th
present and emerging strategic challenges to the country and buil
clear and bold responses to overcome these challenges.
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THE AFGHAN CONUNDRUM

Ahbmed Rashid

In Afghanistan: a war going in the wrong dircction, a fatally flawed
clection, reconstruction at a standstill and a growing political vacuum
that the Taliban is filling even as some NATO countries contemplate
withdrawing their troops.

In nuclear-arnred Pakistan: a long-running multidimensional crisis,
political and cthnic strife, an unprecedented economic depression, and
growing local Islamic extremism which plays host to al Qaeda and the
Afghan Taliban; despite these mounting domestic challenges, Pakistan
is still vying for influence in Afghanistan in anticipation of an eventual
Western withdrawal.

In Washington and European capitals: growing doubts abour (hc
viability of the US-led military c ign in Afgh
suspicions about the intentions of Pakistan’s military, the inability to
push ahcad with 4 regional strategy or engage with Taliban moderates,
and a lack of a credible government in Kabul.

The disastrous legacy that President Barack Obama inherited in
Afghanistan is primarily the fault of former President George W. Bush
and his failure to deliver sufficient political, milirary and economic
resources to both the country and the region writ large. But lest we
think revisiting the past is an unnecessary detour into mistakes no
longer relevant, it is fixing these missteps that are key to preventing a
complete radicalisation of the region.
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The descent of Afghanistan to the brink of anarchy was solidified in
2009. It was the result of eight years of blunders, miscalculations and
wanton neglect. It was the Bush team’s lack of a strategic agenda fot
Afghanistan in three critical areas that led to an inevitable cscalatior
of violence. There were woefully insufficient US troops and no com:
prehensive strategy that would have integrated US military and ci
activity to help the Afghan government increase capacity, improve
governance and speedily build its security forces. Instead the US armec
and financed rapacious warlords, many of them members of the forme
Northern Alliance, which antagonised the Pashtuns and Pakistan.' Fo:
several years the Pashtun belt was treated as a war zone as US Specia
Forces hunted for al Qaeda and US aircraft carried out indiscriminat
bombing.

Within wecks of winning the victory in Afghanistan, US troops wert
training for the invasion of Iraq. Afghanistan became a stepchild as the
Bush administration preserved US resources, money and troops for th:
invasion of Iraq. But the insurgency could never have taken off in the
way it did without the Taliban having safe sanctuaries in Pakistan
After losing between 12,000 to 15,000 men the remnants of Talibar
fighters and its leadership who had ¢scaped capture or death arrived it
Pakistan and found a safe haven there. Key figures from the forme
Taliban regime constituted a new Taliban Shura in Querta where man
lived with their families.

Second, there was no comprehensive diplomatic or regional approac
to Afgh 's six direct neighb , a necessary precondition i
Bush’s team was to come to grips with the complex history of thes
states' interference and battle for influence in Afghanistan. Two ¢
them, Iran and Pakistan, were clandestinely backing the Taliban. Stil
Pakistan’s military ruler, then-President Pervez Musharraf, remaine
Bush’s hero. And Afgh s infl I distant neighb Russi:
India and Saudi Arabia were also ignored.

Last, there was o political strategy for state building and improvin
governance by dealing comprehensively with President Hamid Karza
government ministers, warlords, tribal elders, governors, the parli:
ment and other players. Setting out clcar benchmarks for Karzai an
his government to adhere to should have increased Afghan effective
ness, but Bush's regular telephone calls to the president were large
wasted on fireside chats.

This culminated in a critical deterioration. In the spring of 200!
large tracts of Afghanistan in the south and east, and for the first tin
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provinces around Kabul, were under the control of the Taliban, which
began to appoint its own governors, courts, police and tax collectors
to run these areas. The Taliban’s two greatest assets became its safe
havens in Afghani and Pakistan, icularly the iting and
logistic bases in Pakistan’s tribal areas and Balochistan province, and
the uninterrupted flow of money from the likes of donations, drug
sales and kidnappings.

More than half of the country’s thirty-four provinces turned into
no-go areas for Afghan government officials, foreign aid workers and
even some NATO forces who were not allowed by their governments
to fight the Taliban. For the first time since losing its regime, the Tali-
ban had broken out of its traditional Pashtun ethnic power base in the
south, making it easier to deploy guerrillas to the north and the west
in 2009.

The Taliban expansion in 2008 was matched by its extraordinary
progress in improved military tactics: more sophisticated ambushes,
suicide car bombs, mine warfare, multiple urban terrorist attacks, and
targeted killings and kidnappings to demoralise the Afghan public and
Western civilians. In 2009 the Afghan Taliban had all but become a
countrywide movement.

The role Pakistan played from 2001 onwards was critical in shaping
the outcome. The Army which had been deployed in and around FATA
after 9/11 withdrew many of them in early 2002 because of the
build-up of tensions with India, after the storming of the Indian parlia-
ment by Kashmiri militants. For much of that year tensions with India
preoccupicd the army allowing al Qaeda and the Taliban to move
around at will in FATA and create new allies among the local Pakistani
Pashtun tribes and other extremist groups in Punjab.

Pakistan's security agency continued to give tacit support to the Tali-
ban. This was a result of the Army’s fear that by backing the US inva-
sion of Afghanistan, it had inadvertently helped bring to power the
former Northern Alliance, which the mulitary detested because of the
support it had received from Pakistan’s regional rivals India, Iran and
Russia. The NA held most of the important ministries in the Karzai
government. The Army was also deeply perturbed at the sudden influx
of Indians into Kabul. The Bush administration did little to avert the
build up of tensions.

Moreover, the US focus on Iraq and lack of commitment to rebuild-

ing Afghanistan convinced the Pakistan military that the US would
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soon pull out of Afghanistan. Pakistan believed it would be left dealing
with an unstable Afghanistan as it was in 1989 after the Sovicts and
the US withdrew from the region. For President Musharraf it madc
more sense to hold the Taliban in reserve as a proxy force for Islama-
bad to influence future events in Afghanistan, while mistrust berweer
Pakistan and India and the US, further convinced the military that ite
policies were the right ones. In particular the military were deeply rilec
by the nuclear deal agreed to by the US and India which legitimisec
India’s nuclear weapons program.

Nevertheless, the 151 did move against al Qaeda, cooperating witt
the CIA to arrest several leading figures who were hiding out in Paki
stani cities including Khalid Sheikh Mohammed, the planner of the 9/1
attacks and Abu Zubaydah, a key recruiter for al Qacda. In retaliatior
al Qaeda enlisted local Pakistani extremist groups to try and assassinat
Musharraf. Two unsuccessful suicide attacks were made on his life
December 2003 but even these attacks failed to convinee the militar:
that they now faced a growing threat at home from the newfound alli
ance of al Qaeda, the Pakistani and Afghan Taliban and exeremis
groups in Punjab. The Army had sidelined these groups after Musharra
ordered thar activities in Indian Kashmur to be wound down and h
began a back channel peace process with India. There was no attemp
by the Army to demobilise the Punjabi extrenust groups.

In April 2007 Lt. Gen. Karl Exkenberry who commanded US an
NATO forces became the first US general to publicly tell the US Con
gress, the White House and NATO that it could not win in Atghanista
without addressing Taliban sanctuaries in Pakistan.” Pressure on th
Musharraf regime began to mount, just as Musharraf himself entered
volatile political situation at home with nising opposition to tus rule.

The stepped-up US pressure led to greater intelligence cooperatio
between the 151 and the CIA which led to the deaths of several top Tal
ban commanders including Mullah Akthar Usmanm who was killed 1
December 2006 and Mullah Dadullah in M 007. Mullah Obaidu
lah was arrested in March 2007 and later freed by the Pakistanis. Thes
losses led to the elevation of Mullah Abdul Ghani Baradar, a close con
panion of Mullah Omar, who now presided over the Taliban’s militar
committee in Quetta. Brader became the de facto field commander «
the Taliban as Mullah Omar remained largely in hiding.

The Taliban and Pakistan were seeking to outlast the presence «
Western forces and to some extent they were succeeding. As long <
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the Karzai government failed to govern cffectively or provide services
and jobs to the people while allowing corruption and drug trafficking
to take place, the Taliban were winning by default. Despite the grow-
ing US and NATO pressure on the military which faced growing
threats from its own Pakistani Taliban, the Pakistan Army refused to
abandon the Afghan Taliban leadership in Quetta.

In 2008-9 the Taliban moved out of their southern strongholds and
expanded into the provinces around Kabul and to Kunduz in the
northeast and Herat in the south west. The Taliban were now a
national, countrywide movement even though their base remained
among the Pashtun tribes. By late 2008 the Taliban controlled some
164 Afghan districts out of a total of 364, compared to control of just
thirty in 2003. NATO said the Taliban had shadow governors in thir-
ty-three out of thirty-four provinces.*

The Obama Administration and Pakistan

Immediately on assuming office, President Barack Obama conducted
several rapid reviews of policy towards Afghanistan and Pakistan and
unveiled his first plan on 27 March 2009. The new policy promised
major attention to be paid to what was now termed Af-Pak and the
region. Obama apy d veteran dipl Richard Holbrooke as the
Special Envoy for Af-Pak, while General David Petraeus took charge
of the US Central Command headquarters. A new US Army doctrine
now accepted that stabilising war-torn countries and securing the
population was more important than chasing insurgents. There was to
be much more covert and overt pressure on Pakistan to cooperate on
curbing Taliban activities on its soil.

The US poured 21,000 marines into southern Afghanistan in the
spring of 2009 including 4000 military trainers to speed up the build-
ing of the Afghan army and police. However much of the year was
taken up preparing for the presidential elections and ensuring its secu-
rity. N heless the Afghan g dermining both the inter-
national community and Karzai, who was the overall winner, heavily
rigged the August elections.* The US was now left without an effective
: Afghan partner with whom it could work to stabilise the country.

. The Taliban took full advantage of this. According to the UN in 2009
Ithere were, on average, 1,200 attacks a month by the Taliban—a 65
{per cent increase from the previous year. The Afghan civilian death toll
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reached 2,412, an increase of 14 per cent. In addition, US and NATC
combat deaths rose 76 per cent, from 295 in 2008 to 520 in 2009.*

The appointment in 2009 of General Stanley McChrystal as th
commander of US and NATO forces, signaled the new counterinsut
gency strategy and also the US military’s conviction that it could nc
win the war through military means which would eventually mea
holding talks with the Taliban. Karzai's representatives had alread
met with some Taliban figures in Saudi Arabia in early 2009 and thei
dialogue continued. By the end of 2009 the US and the West ha
endorsed a ‘reintegration’ plan to bring in Taliban soldiers and com
manders by offering them an amnesty and a compensation packag
However, there was still US reluctance to follow Karzai's lead on offe
ing ‘reconciliation’ with the Taliban leadership until they had demor
stratively broken their links with al Qaeda.

After three months of deliberation on 1 December 2009, Obam
revisited his Afghan strategy at a speech at West Point military acac
emy. He promised 30,000 more troops and a civilian surge in rebuilc
ing the country, but he gave the US Army just eighteen months 1
diminish the Taliban threat because in July 2011 he would start han
ing over areas of responsibility to the Afghan government and sta
withdrawing US troops. Talks with the “Taliban now took on a great
momentum.

By 2010 the prevailing view in Washington became that many Ta
ban fighters in the field could eventually be won over, but that the U
troop surge that Obama had ordered had to roll them back fir:
reversing Taliban successes and gaining control over the populatic
centres and major roads. According to the American stratcgy th
emerged that year, the US military had to weaken the Taliban befe
negotiating with them. So US strategy aimed only to peel away Talib
commanders and fighters and resettle them without making any maj
political concessions or changes to the Afghan constitution.

I'here was another way ot looking at the crisis that began buildy
up during 2009-2010. Despite their successes, the Taliban reached t
height of their power. They did not control major population centres
nor could they, given NATO's military strength and air power. T
vast majority of Afghans did not want the return of a Taliban regil
despite their anger at the Karzai government and the general intert
tional failure to deliver economic progress. This situation offerec
critical opportunity to persuade the Taliban that this was the best ti
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to negotiate a settlement, because they were at their strongest since
2001 when US military action ousted them from power.

While Washington remained deeply divided about talking to the
Taliban leaders the Taliban began to show the first hint of ﬂexxbnhty
The earliest sign came in a issued in N
2009 for the religious festival of Eld The Taliban leader Mullah Omar,
while urging his fighters to continue the jihad against ‘the arrogant
[US] enemy’, also pledged that a future Taliban regime would bring
peace and non-interference from outside forces, and would pose no
threat to neighbouring countries—implying that al Qaeda would not
be returning to Afghanistan along with the Taliban. Sounding more
like a diplomat than an extremist, Omar said, ‘The Islamic Emirate of
Mghams(an wants to take construunvt mcasurcs together with all

for mutual coop and good
future on the basis of mutual respect.”

Many considered the Taliban could just sit it out until the Americans
started to leave and then lay siege to Kabul. There were several factors
that were now forcing the Taliban to talk to Kabul and the US. The
Taliban were exhausted after nine years of war and the high toll of
casualties they have suffered. They realised they could not govern the
country alone even if they regained total power and they wanted to
break their dependence on al Qaeda and Pakistan.

As the US military surge gor under way in early 2010 in Helmand
and Kandahar provinces, there was increasing US pressure for Pakistan
to do more to ‘capture or kill' Afghan Taliban leaders. The Army,
which was now fully convinced that it had to climinate the Pakistani
Taliban in FATA, and deployed 140,000 troops to do so, but it still
refused to go after Hagqani's base in North Waziristan.

Pakistan said it was too busy dealing with its own acute problems
with the Pakistani Taliban and a growing number of terrorist attacks
by various insurgent groups. Its forces were overstretched, it had lirtle
money, and it would oblige the Americans only when it was ready to
do so. In fact, Pakistan resisted any military offensive against the
Afghan Taliban leaders since it long viewed them as potential allies in
a post-American Afghanistan, when the US was expected to ditch
Pakistan as well.

At the same time the Army remained fearful of a hasty US with-
drawal from Afghanistan, which could result in civil war, mayhem in
its backyard or the former Northern Alliance retaking power in Kabul.
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The Army was also convinced that the US would do nothing to stem
India’s presence in Afghanistan, which grew at Pakistan’s expense.

Pakistan fully supported the idea of talks between the Taliban and
Karzai but on its own terms. In February 2010 the ISI and CIA
arrested several leading Taliban figures in Pakistan, including the Tali-
ban second-incommand Mullah Abdul Ghani Barader. However the
US and other allies were not convinced that the arrests represented a
major U-turn by the Pakistani military. Instead it appeared that the
Pakistan military and ISI were hardening their terms for a major say
in any future dialogue with the Taliban. Barader and other Taliban
leaders were at odds with the ISi—wanting to open a dialogue with
Kabul but by bypassing the ISI, which is why they used Saudi Arabia
as a venue.

The military feared being superseded in any future negotiations in
the belief that it had more at stake in Afghanistan than any other
neighbouring country. It wanted a major role in any peace talks and
aimed to convince the Americans of that. However, the Obama admin-
istration is still far from accepting the idea of negotiating with the
Taliban leadership. US politicians and officials insisted that the Talibar
had to be significantly diminished through military offensives over the
coming year before any such talks could take place, although the U¢
military believed that talks should start sooner. All US officials agreec
that the Taliban has to first make a decisive break from their opera
tional alliance with al Qaeda.

Pakistan’s Strategic Interests: The Weight of History

What were Pakistan’s strategic interests in Afghanistan that playe
such a determining role in Islamabad’s policy towards Afghanistan fo
three decades? How meaningful are those strategic interests today?

The relationship between the two countries has been a roller coaste
ride but never reached the pitch of antagonism that relations wit
India did. In 1947 Afghanistan had refused to accept the borde
between the two countries and was the only nation to oppose Pak
stan's entry into the United Nations. Diplomatic relations were severe
twice in 1955 and 1962 following border skirmishes as Kabul lai
claim to large parts of the North West Frontier (NWFP) and Balc
chistan provinces, which Kabul said the British had illegally seized an
later incorporated into present day Pakistan.
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Intermittently between 1947 and the late 1980s Kabul supported
and patronised left wing Pashtun nationalist and autonomist parties in
the NWFP and Balochistan who aspired to creating a Kabul-centred
‘Greater Pashtunistan’. In tum, in the 1970s Pakistan sponsored Afghan
Islamists who belonged to the Ikhwan and worked for an Islamic revo-
lution in Afghanistan. On the border both countries maintained a bal-
ance of power tensions by paying off Pashtun tribes to retain their
loyalties.

At the same time, with Afghanistan landlocked and totally depend-
ent on Karachi for its port, trade and people-to-people relations
remained excellent. For the Pashtun tribes there was no apparent bor-
der and they criss-crossed the region freely. Afghanistan remained
neutral in Pakistan’s frequent wars and skirmishes with India—a great
boon to the military—while the Afghan royal family’s intermarriages
with Pakistan’s feudal elite brought the ruling classes together.

However, the end of the monarchy in 1973 and the seizure of power
by the King Zahir Shah's cousin Mohammed Daud saw the revival of
the Pashtunistan issue. President Daud, who was allied to the Soviet
Union, gave sanctuary to leftist Pashtun and Baloch rebels who in the
1970s were in conflict with Prime Minister Zulfiar Ali Bhutto. The
Afghan communists who seized power from Daud in 1978 pursued the
same policies.

Thus on the eve of the Soviet invasion the Pakistan military, which
itself had seized power, was deeply concerned about threats from
Afghani It is therefore not surprising that President Zia was to
articulate a major Pakistani strategic interest in the future of Afghani-
stan, when it came to eliciting aid from the Reagan administration in
1981. Zia was determined that Kabul-backed irredentist movements
between Pakistan’s Baloch and Pashtun should never again threaten
Pakistan. Pakistan needed a friendly government in Afghanistan that
would recognise the Durand Line, cease laying claim to Pakistani ter-
ritory and stop providing sanctuary to Pakistani dissidénts.

One way to ensure this was to back Islamists within the Afghan and
Pakistani Pashtuns. The Bhutto government had already pursued this
end—training leading members of the Afghan lkhwan. That the
Afghans articulated their struggle against the Soviet occupation as a
jihad rather than a modern war of national liberation gave further
scope to Zia’s ambitions. Both Pakistan and the US were to stretch the
jihadi factor further when they turned the Afghan insurgency into a
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global jihad inviting Muslim fighters from dozens of countries t
Peshawar and expanding the war into Soviet Central Asia.

The Mujabideen had no ethnic agenda to divide countrics or claim
territory because they viewed ethnicity as anathema and the entirc
Muslim world as a single wmmah. For the Army the same mujabideer
could be later used to fight Pakistan’s overt war in Indian Kashmir. Zi:
envisaged a wide zone of influence for Pakistan stretching into Sovie
Central Asia as an outcome of the anti-Soviet war. Pakistani Pashtun
were encouraged to take part in the Afghan jihad laying the secds fo
the future Pakistani Taliban.

Zia also promoted the idea of Afghanistan offering *strategic depth
to Pakistan—a military doctrine conceived as a counter to an Indiar
attack with the Pakistan Army having lirtle geographical depth to wag
2 counter attack from. Elements of the Pakistan Army could retreat o
regroup n Afghanistan where Pakistani aircraft and even some of it
nuclear arsenal and rockets could be kept out of harms way. (The lar
ter was seriously considered by military officers after the Tahban car
tured Kabul.)

However, the theory of strategic depth was so thoroughly rubbishe
in the 19808 by critics—including reured generals—that it disappearec
until 1t was resurrected in 2009 by the present Army Chiet Gener
Ashiag Kavant, who described it not as milicary doctrine but as polie
cal justification to show Pakistan’s need tor a friendly governmer
in Kabul. However with India and Pakistan now nuclear powers suc

conventional wartare talk of ternitory, geography and safe haver
had become even more meanmgless. A conventional war that led ¢
Pakistan’s defeat would almost certainly lead to the use of nucle:
weapons.

Pakistan’s second strategic claim since the Soviet occupation h:
been the desire 1o miluence and control the Afghan Pashuns wh
<hould rule Afghanistan but not eve Pakistan’s Pashtun terntories.
any future peace sertlement this will remam a key demand of the Pak
stan military—to ensure that the govermors and police chiets m tl
southern and eastern provinces are not openly anti-Pakistan. Nev
again, however, will Pakistan enjoy the kind of acquiescence it receive
from the Taliban regime in the 1990s.

All these advantages were seemingly lost when US pressure fore
President Musharraf to help the West oust the Taliban after 9/11.
Pakistan was to retain its options, first by winning US support in hel
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ing defeat the Taliban and then giving Taliban leaders an escape hatch
and sanctuary in Pakistan. The subsequent US failure to develop
Afghanistan or send in sufficient troops to secure the country while it
prepared for the war in Iraq made the US turn a blind eye to Mushar-
raf’s double game. As long as the Army continued to help detain al
Qaeda militants on its soil, the Americans asked no questions about
the Afghan Taliban until 2007.

The Pakistani Army’s desire to have some control over future events
in Afghanistan was also due to its strategic aim of avoiding encircle-
ment by India; but it was also a result of the setbacks it had received
since 2001. The military is still smarting from former President Bush’s
decisions to allow the anti-Pakistan Northern Alliance to take Kabul in
2001, to ignore Islamabad’s later requests for consultations on US strat-
egy in Afghanistan, and to treat all Afghan Pashtuns as potential Tali-
ban. This helped radicalise Pakistan’s own Pashtun population, which
is more than twice the size of Afghanistan’s. (There are twelve million
Pashtuns in Afghanistan and twenty-seven million in Pakistan.)

The third strategic interest first outlined by Zia was to never allow
India a foothold in Afghani: India had ined a staunch ally of
the Afghan communist regime and the Soviets, but their diplomatic
presence in Kabul ended once the mujabideen and later the Taliban
took over. Throughout the 1990s there was no Indian presence in
Afghanistan and the army had considered this a victory. Pakistani and
Kashmiri militants were able to train and fight in Afghanistan free of
international harassment. Many of these same fighters were to end up
as the Punjabi Taliban in 2008, willing to take on their benefactors—
the Army—in a bloody war for dominance.

The India factor has now returned with vengeance for the Pakistan
Army. When India did return to Afghanistan after 9/11 it found its
non-Pashtun allies within the government as it had aided the Northern
Alliance in the civil war. It also found many allies among sccular and
educated Pashtuns who rejected the Taliban and were sick of ISI
manipuhxiom India swiftly developed an ly well ived aid
i 1 USSl 2 billion that spread Indian
pro;ecu and Iargesse lcro“ all ethnic groups, built key infrastructure
projects, set up the transport system in Kabul and contributed to
important social programs like health. Unlike Western aid agencies, 80
per cent of Indian money was actually spent on projects as Indian
NGOs had low expenditures.
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Pakistan’s military believes that India is rapidly expanding its influ
ence across the very same regi Afghanistan and Central Asia—th
Zia had first hoped to do so, thereby attempting to encircle Pakistar
with a ring of hostile states. Pakistan believes India is also financing
and training the renewed Baloch insurgency as several key Baloch lead
ers now live in exile in Kabul. Pakistan accuses Indian intelligence o
RAW of working with Afghanistan’s spy agency the National Directo
rate for Security (NDS) to help the Baloch insurgents.

Pakistan has declined to offer any concrete evidence about any o
these claims either to the public or to the Americans. The ISI has als
spread enormous amounts of patently exaggerated propaganda abou
the extent of the Indian presence, such as claiming that there are
dozen or more Indian consulates in Afghanistan, in order to win ove
Pakistani public opinion. Even more damaging to relations since 200
have been the repeated attacks on the Indian embassy, its consulate
and road-building projects by Taliban linked to the Jalaluddin Haqqa!
group, which has a close working relationship with the ISL. The deva:
tating attack on Mumbai in 2008 by Pakistan’s Lashkar-e-Taiba, whic
led to nearly 170 people being killed including many foreigners, wi
also blamed by India on the ISI, although it is unlikely to have bee
the case. For more than a year India ceased all dialogue with Pakista
and insists that LeT has to be eliminated before meaningful talks ca
go ahead.

Clearly, a key element of Pakistan's future demands will be based ¢

liminating India’s p in Afghani imalist demar
which would be more likely watered down to a lesser demand
asking for a reduction of India’s aid and diplomatic presence on ¢
Pakistan border and the reduction or even closing down of Indian co
sulates in Jalalabad and Kandahar. However, vital for this is an Ind
Pak dialogue on their mutual interests and competition in Afghanist
and how these can be contained and made more transparent to t
other side.

India poses a real dilemma for the Pakistan Army as it battles t
Pakistani Taliban on its own soil. The Army has refused to go !
against the key forces that it controls or once controlled that are visil

i-India—the forces of H: i in North Waziri and the Punjs
based groups such as LeT. The Army and the government remain
deliberate denial that there is a terrorist threat in Punjab despite d
ens of bomb blasts in the province. The reason is that groups like L
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are still maintained by the military as the first line of defence against
any Indian attack, as potential fifth columnists who can sow havoc
inside India at a time of war and who are loyal to the Army's raison
d'étre to confront India.

Conclusion

Pakistan has legitimate security interests in Afghanistan, but so do
other immediate neighbours like Iran, the Central Asian states and
near neighbours like India, China and the Arab Gulf states. All of them
would likely step up their interference in Afghanistan if they see Paki-
stan dominating the peace talks. Moreover, too overt a Pakistani role
is likely to be rejected by Karzai, the Northern Alliance and Afghan
civil society groups and even by many Taliban who would like to end
their dependence on Pakistan. The Pakistan military which continues
to run the country’s Afghan policy despite an elected civilian govern-
ment now faces its biggest test—whether it can help bring an end to
the war in Afghanistan, gain its minimum strategic interests and not
turn the entire region into a cauldron of competition as existed in the
1990s. At the same time, the military has to comprehensively defeat
the Pakistani Taliban and their extremist offshoots that continue to
wreak havoc in cities across the country.
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THE INDIA FACTOR

Dr Syed Rifaat Hussain

Can Pakistan and India move away from their enduring rivalry and
make peace? Can the shadow of (he November 2008 Mumbai terrorist
attacks be d by between the
two countries?

This chapter seeks to answer these questions by reviewing the record
of diplomatic efforts and identifying the obstacles in the path of progress
while underscoring the importance of a peace process whose absence
can provide determined spoilers on both sides ample opportunity to
push the nuclear-armed adversaries toward deadly confrontation.

Is a Peace Process in Place?

A peace process can be defined as concerted efforts by parties in dis-
pute to seek a resolution of their conflict through dialogue and nego-
tiations. The initiation of a peace process normally follows incidents of
armed conflict between the parties in dispute. Usually it takes place
with the support of interested third parties. The onset of the peace
process, while reducing escalatory pressures for violence, does not
guarantee that peace will necessarily follow. In fact, the failure of the
peace process to yield positive results may enhance possibilities for the
outbreak of violent conflict.
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The existence of an India-Pakistan peace process is evidenced by
several factors. First, both countries have regularly engaged in bilateral
talks to resolve differences on a wide range of issues: border demarca-
tion, boundzry dj; water distribution, trade and
issues, pi of minorities, Kashmir, ¢ ional and nuclear
confidence building measures (CBMs). Since 1997 all these issues have
been di: d as part of the composite dialogue involving eight issues:
Peace and Security including CBMs; Jammu and Kashmir; Siachin; Sir
Creek; Tulbul, Wullar, Baghlihar and Klshcngany wa:cr prulccts. ter-
rorism and drug trafficki and ¢
promotion of friendly cxchanges in various fields. Se:ond India-Paki-
stan bilateral talks have yielded a large number of agreements that
have a fairly good compliance record by each country (see Table 1).

Three, despite lack of agreement on Kashmir, both countrics have
since the mid-1990s made conscious efforts to push the peace process
forward. Four, since their overt nuclearisation in May 1998, the world
community has repeatedly called upon the two nations not only to
exercise restraint but also to forego use and the threat of the use of
force in settling differences. All the four nuclear crises between India
and Pakistan—1986-87 Brasstacks, the 1990 Kashmir crisis, the 1999
Kargil conflict, and the *compound crisis’ of summer 2002—were
defused with the help of Washington as a third party.

Roadblocks to Peace

At least four factors can be identified as the sources of the enduring
enmity between Islamabad and New Delhi. First, there is a clash of
opposing ideologies in the conflict between the diametrically opposed
philosophical systems of Islam and Hinduism. As pointed out by S.M.
Burke, ‘Centuries of dedication to such diametrically opposed systems
as Islam and Hinduism could not but nurture an utterly different out-
look on the outside world among their respective followers.'!

The second source of tension arises from Pakistan’s fear of India's
sheer size and the pair’s strategic and economic asymmetry. As noted by

i Howard Wriggins:

However unijustified Indian leaders may have thought it, Pakistan's overriding

concern vis- a vis India’ is lhe fear of India’s size, the size of its army... and fear

d out of not i public by Indians
regarding the tragedy of partition and reiterating the inherent unity of the
subcontinent.
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“The third factor contributing to a state of perpetual hostilty is the
legacy of the trauma of partition. This has carried over in the nindsets
of those who took over the administration of the two counties. Leo
Rose and Richard Sisson comment: *Most of the political md social
concepts that dominated the idcology and psychology of the narrow
elites that controlled these two movements survived into the ndepend
ence period and have not disappeared.”

1ast. but not least, is the unresolved issue of Kashmir. Besies being
the fundamental cause of the first two wars between India and "akistan
and a triggeer for the May—July 1999 conflit in Kargil, Kashmr 1s now
universally reconised as a nuclear flash point and a seriousinterna
tional securiry issue. Berween 2004 and 2007, New Delhi and Islama
bad used back channel links to develop a shared understandng n the
form of a -non-paper’ for a final resolution of the dispute’ Med.
reports indicated that both sides had reached a broad agreemet on five
elements of the Kashnur settlement. The agreed pomts were:

(11 No change n the terntorial Livout of Kashmir carrentl divided

into Pakistan and Indian arcas.
The creation of a softer border” across Line of Control i o€

31 Greater autonomy and self-governance withm both fehan ane

Pakistant controlled parts of the state
(40 A cross oG consaltatve mechanism,
50 The demibtarsation of Kashie at 4 pace determind by th

dechne mcross border terrorism.
s understandimg taled o materialise due o the tall ot te Must

arrat regime i 2008,
Because of the divsive impact of these tactors relatng to deolog
hd the viresalve

the viofent legacy of partition, images of the enems,
et of Kashimir, Tndia and Pakistan have been constramed o pursy
therr securnty polices within the tramework ot umbatera secunit
whore mtnded g tor one e e supposed o resule e equin
fent Toss tor the other, But this ambaterabst way ot think i abor
weeurits has become ontenable mthe wake of South Asur's nssage o

overt nudlearsation e May 1998
e learistion ond Dipact of 9711

On 11 and 13 Mav 1998, India conducted hive nuclear tsts cod

pamed Shaker and prochumed it o heanudear weapon el 11
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Indian nuclear tests created a great sense of alarm in Pakistan. Paki-
stan’s Foreign Minister Gohar Ayub Khan described them as a ‘death
blow to the global efforts at nuclear non-proliferation’ and called upon
the international community to issue a strong condemnation.” Reacting
to intenational appeals that Islamabad should exercise restraint in the
face of India’s provocative action, Prime Minister Nawaz Sharif stated
that ‘as being a sovereign state Pakistan has every right to undertake
measures for national defence and security. Belligerent statements by
Indian leaders which warned Islamabad to roll back its anti-India
policy and vacate Azad Kashmlr nol only aggravated Pakistani threat
P but also bad that the Shakti tests threat-
ened to tilt the strategic balance in India’s favour.”

Characterising the Indian action as a qualitative change in its secu-
rity environment, Islamabad brushed aside international urgings not to
conduct a rival nuclear test. In a 13 May statement Foreign Minister
Gohar Ayub Khan categorically stated, ‘Indian actions pose an imme-
diate and grave threat to Pakistan’s security and these will not go
unanswered.” To review Pakistan’s security options Prime Minister
Nawaz Sharif convened a meeting of the Defence Committee of the
Cabinet. Joining strident calls for an immediate tit-for-tat response by
the small but powerful pro-bomb lobby in Pakistan, Leader of Opposi-
tion, Benazir Bhurto called on the government to ‘immediately respond
to the Indian test.” Two weeks later, on 28 and 30 May, Pakistan
conducted five nuclear tests in the Chagai Hill range in Balochistan.
In the wake of the South Asian nuclear tests, the relationship between
military and political stability has become absolutely critical. In fact,
military stability will not be achieved without political stability. As
nuclear-armed states, India and Pakistan do enjoy ‘security’ in the basnc
sense of the word, that is, security ing from a lack of i

on either side to resort to war as a rational choice. Notwithstanding
some specific imbalances that go against Pakistan in the overall force
relationship between the two sides, a military balance that discourages
any direct military confrontation does exist today.'® As pointed out by
F. Sridharan:

... explicit with a d missile has assured
[Pakistan's security in a way that reduces the sensitivity to relative gains in the
fmilitary sphere ... Pakistan is more secure vis-a-vis a possible Indian military
threat than ever before ... Therefore, it has less to fear and much to gain from
@greater economic engagement with India."
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In response to Pakistani nuclear tests President Clinton imposed Con
gressionally mandated sanctions under which all American bilateral anc
multilateral economic assistance to Pakistan was cut off. Because of it
economic vulnerability, the Pakistani economy was severely hit by th

ithd lof i ional fi and by the indirect effects of thi
withdrawal on other capital inflows to Pakistan.

As part of its three-pronged strategy of *damage control’ which aime:
at preventing any escalation of a nuclear and missile race between Indi
and Pakistan, minimising damage to the non-proliferation regime an
promoting dialogue between India and Pakistan, the US called upo
New Delhi and Islamabad to comply with the benchmarks st out b
the Security Council in its resolution 1172 passed on 6 June, 199¢
These included such steps as: signing and ratifying the CT! BT; halting a
further production of weapon-usable fissile material and joining th
negotiations on a fissile material treaty at the Conference on Disarm:
ment in Geneva; limiting development and deployment of deliver
vehicles for weapons of mass destruction and resuming bilateral di:
logue on resolving long-standing tensions and disputes.

India-Pakistan ties suffered a marked decline in the wake of the
rival nuclear tests. Following press reports! that Indian war plani
had violated Pakistani airspace on | August 1998 Kashmir Affar
Minister, Lt. Gen. (Retd) Abdul Majeed Malik told a news conferend
that Pakistan was ready to ‘give a befitting reply to any armed contli
imposed on it by India.""" A day later, Prime Minister Sharif accuse
India of “taking South Asia to the brink of war™* and called upon t
international community to take notice of Indian aggression. Respon
ing to these statements, Indian Prime Minister Atal Bihari Vajpay
warned Islamabad ‘India would use a firm hand to respond to al
artack on its border.’ He expressed the resolve of his government
“fully back’ the efforts of the Indian Army to ‘repulsc the nefario
designs of Pakistan."1*

The escalation in verbal hostility was coupled with intensive firi
by both sides along the volatile Line of Control (LoC) in Kashmir. TI
generated considerable international concern. On 3 August 19

Washington reportedly sent ‘urgent messages’ to Islamabad and N
Delhi asking them to ‘refrain from proactive actions and rhetoric’,
sresume the senior level dialogue.™*

Motivated partly by their shared interest to avoid the risks of inz
vertent escalation and partly by the need to respond to nternatiol
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pressure, both New Delhi and [slamabad expressed their willingness to
resume the stalled ralks. In October 1998 Foreign Secretary level talks
were sesumed. These paved the way for a summit meeting between the
Prime Ministers which was held in Lahore on 20-21 February 1999.
The Vajpayee-Sharif summit resulted in thrce agreements: a joint

the Lahore Declaration and the N dum of Under-
standing. The MoU dealt with nuclear issues and committed both sides
to adopt a wid ge of confid building aimed at avoid-

ance and prevention of conflict. But hopes of better India-Pakistan
relations generated by the Lahore Summit were dashed by the May-
July 1999 Kargil crisis, which brought the two countries to the brink
of war. Angered by Pakistan’s military incursion, which endangered its
vital supply routes to Leh and the Siachin, New Delhi threatened to
impose a war on Pakistan in order to restore the status quo. India also
effectively mobilised world opinion zgamsl Pakistan.

Caving in to i ional pressure for I, Prime
Minister Nawaz Sharif made a dash to Washington on 4 July and
signed a joint statement with President Clinton, which called for the
restoration of the ‘sanctity’ of Line of Control in accordance with the
Simla Agreement. Riding the wave of world sympathy unleashed by the
Kargil episode, India adopted an uncompromising attitude toward
Pakistan. In August 1999 India shot-down a Pakistan navy aircraft
*Atlantique’, killing all ninetcen people on board after the ill-fated plane
went astray dunng a training flight in Balochistan. Shunning Pakistani
and i I calls for the ion of India-Pakistan ‘dialogue’,
New Delhi declared that it will not talk to Islamabad unless the latter
committed itself to severing links with Kashmiri militants and stop its
alleged support for ‘cross-border terrorism® in Indian-held Kashmir.
Pakistan’s retreat from democracy after the 12 October 1999 military
coup in Pakistan i ified Islamabad’s regional and i | iso-
| lation, as strong world disapproval followed this devel

In America the return of the Republicans led by George W. Bush to
power in 2001 intensified Clinton’s opening to India.'” Taking a ‘less
+absolutist’ view of New Delhi's nuclear aspirations, the Republican
.Party platform described India as ‘one of the great democracies of the
{twenty-first century’ and raised expectations that the Bush Administra-
\tion would be ‘more sensitive to Indian security concerns, and more
willing to date India’s own aspirations to be a great power."*

The terrorist attacks of 11 September 2001 offered New Delhi a
golden opportunity to further deepen its security links with Washing-

b,
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ton. New Delhi p! £ dorsed Bush’s declaration of a ‘War or
Terrorism’ and pledged full cooperation. In doing so ‘New Delhi hopec
to turn the war on terrorism to its advantage as a lever to end Paki
stan’s decade-long covert support for the anti-India insurgency in dis
puted Kashmir.""*

Relations between India and Pakistan reached their lowest ebb afte
the 13 December 2001 terrorist attack on India’s parliament, in whicl
over a dozen people, including five security guards, were killed. Despit
Islamabad’s swift and strong condemnation of the attack, Prime Min
ister Vajpayee accused Islamabad of supporting Kashmir militan
groups Lashkar-e-Taiba (LeT) and Jaish-e-Mohammed (JeM), whon
he blamed for carrying out the attack. Islamabad denied the allegation
and accused New Delhi of ‘stage-managing” the attack to discredit th
Kashmiri struggle for freedom, and also to give a bad name to Pakista
as a state supporting terrorism.

New Delhi initiated a full-scale military mobilisation, and in Ma
2002, war between India and Pakistan seemed a distinct possibilit;
Faced with the nightmare scenario of an India-Pakistan shooting wa
turning into a nuclear conflagrati ith d i quence
for the region and the American anti-terror campaign against al Qac
da—Washington exerted intense diplomatic pressure on New Delt
and Islamabad, asking them to pull back from the precipice.

Amid warlike noises from New Delhi President Musharraf annour
ced a sweeping reform agenda in his address to the nation on 12 Jam
ary 2002. Condemning radical Islamists who had unequivocally set u
2 ‘state within a state’, 2 he declared his determination to rid Pakista!
society of their pernicious infl He d a ban on all sec
arian activity, and set up speedy trial courts to punish terrorists. Mo
significantly, he banned six extremist Islamic groups involved !
scctarian campaigns in the country, including LeT and JeM, both «
which had already been designated as terrorist groups by the US Sta

Department.

Signaling a qualitative shift in Pakistan's involvement in militancy
Kashmir, President Musharraf said, ‘No organisation will be able
carry out terrorism [under] the pretext of Kashmir.™*! Two days befo
President Musharraf’s landmark speech, Islamabad d the st
ting up of National Kashmir Committee, under the presidency of mo
erate Sardar Muhammed Abdul Qayyum Khan, a former President
Azad Kashmir. The purpose of this committee was to continue ¢
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struggle for the rights of the Kashmiri people by new means. Islama-
bad’s sweeping measures to curb Islamic militancy in Pakistan and to
end armed support to the insurgents in Kashmir, however, failed to dis-
sipate the clouds of war. Fearing that war with India was imminent,
Pakistan withdrew more than 50,000 troops it had deployed along its
border with Afghanistan to prevent al Qaeda and Taliban forces from
entering its territory. Islamabad also informed Washington that in the
event of an India-Pakistan war, it would have to reclaim some of the
airfields that it had allowed the United States to use for its operations
in Afghanistan.

To prevent a Ioommg India-Pakistan war from playing havoc wnh
its Washi I hed a frantic dipl
campaign to defuse the India-Pakistan crisis. Following the visit of
Deputy Secretary of State Richard Armitage to New Delhi and Islama-
bad in June 2002, both countries agreed to step back.

In response to President Musharraf’s pledge that he would ‘perma-
nently’® end his country’s support for armed militancy in Indian-held
Kashmir, New Delhi lifted some of the diplomatic and economic curbs
imposed on Islamabad in the wake of the December 2001 attack on the
Indian parliament. Musharraf’s decision to limit Islamabad’s strategic
support for the militancy in Kashmir, although greeted with howls of
*sell out’ by Islamic hard-liners in the country, evoked a positive response
from India in May 2003. Prime Minister Vajpayee told the Indian par-
liament on 2 May 2003 that he was willing to make his ‘third and final’
cffort at peace by agreeing to hold ‘decisive talks'* with Pakistan.
Two weceks earlier, during a visit to Kashmir, he had said that he
wanted to extend a ‘hand of friendship’ to Pakistan. Taking advan-
tage of this offer, Pakistan’s Prime Minister Mir Zafarullah Khan
Jamali called Mr Va]payee on 28 Apnl 2003. This broke the ice. Fol-
lowing their teleph both sides d the return
of diplomats to each other’s capitals, and agreed to re-establish com-
munication and sporting links. Under constant prodding from the
world ity the feuding neighb slowly but steadily began to
move towards rapprochement.

In a remarkable reversal of Islamabad’s verbal strategy on Kashmir,
IPresident Musharraf publicly stated on 17 December 2003 that even
though ‘we are for United Nations Security resolutions... now we have
eft that aside.’”* He pledged in a joint statement issued in Islamabad
following his meeting with Prime Minister Vajpayee, on 6 January
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2004 that he would ‘not permit any territory unde Pakistan’s control
to be used to support terrorism in any manner."*[is statement was
meant to mollify New Delhi’s concerns relating tctine issue of alleged
‘cross-border’ infiltration from Pakistan.

By dropping its longstanding demand for a UNnandated plebiscite
over divided Kashmir, and by assuring New Dihi that Islamabad
would not encourage violent activity in Indian-helKashmir, President
Musharraf created much-needed political space fc Niew Delhi to sub-
stantively engage with Islamabad to find a workblle solution to the
festering Kashmir dispute. Following the 6 Janusy mmeeting berweer
Musharraf and Vajpayee, the first round of officil alks between the
two countries was held in Islamabad from 16-18ebruary. The join!
statement issued in Islamabad on 18 February aneunced that bott
sides had agreed to resume their stalled composé dialogue.”” It alsc
mentioned that the foreign ministers of both coutries would meet it
August 2004 to review the overall progress othe composite dia
logue.* Meanwhile the surprise victory of the Cogress Party, led b
Sonia Gandhi, in the May 2004 Indian national ektions further raise«
hopes of a permanent peace between India and Pistan.

Composite Dialogue
India and Pakistan resumed their stalled peace@cess in Februar
2004. This has yielded tangible but varying degt_‘ :C.’f progress on a
eight issues that have been on the agenda. This p'?ls is summarise
in Table 2. B

Indian Prime Minister Manmohan Singh put &
Groups proposal at the Second Jammu and Ka:
Srinagar on 25 May 2006. The proposal sought
miris in the following areas:

the Five Workin
f Round Table i
olve local Kasl

of socicty in ¢

. Confidence-building measures across seg;
State )
. Strengthening relations across the Line of €.
. Economic Development
Ensuring Good Governance
Strengthening relations between the State ai
The positive steps jointly taken by India and P
relations through the mechanism of the compos
following:

PR

Centre
to improve thi
ue include t
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* The Novembrer 2003 ceasefire along the LoC, which terminated
armed hostiliities after thirteen years, continues to hold. Despite
occasional owtbreaks of violence along LoC, the ceasefire continues
to hold.

® The conclusion of several nuclear confidence-building measures
{CBMs), including an agreement to establish a permanent hotline
between their foreign secretaries and the decision to conclude an
agreement with technical parameters on pre-notification of missile
flight tests.

© The initiation of discussions and lusion of on reduc-
ing the risks off nuclear accidents and the unauthorised use of nuclear
weapons as well as on preventing incidents at sea.

* Resumption of a bus line between Srinagar, the capital of Jammu
and Kashmir (J&K), and Muzaffarabad, the capital of Azad Jammu
and Kashmir (AJK) in April 2005.

. ()pemng of LaC at five points after the Ocmber 2005 earthquake in
AJK to facili the provision of h i as well as
mectings betwween divided families.

! ® Launching a truck service on the Srinagar-Muzaffarabad route in

i\ May 2006.

© Launching of the second cross-Kashmir bus service, linking Poonch
in J&K with Rawalakot in AJK in May 2006.

® Reopening of additional rail and road links across the international
border between the two countries. These include: a bus service link-
ing Sikhism’s hwoliest city, Amritsar in India, with Nankana Sahib, the
bmhplace in Pakmnn of Sikhism’s founder. A railway link between

in R han and Khokh in Sindh from January

2006.

© Resumption of bilateral trade through Wahgah at the international
border.

* Agreement to restart shipping routes.

© Reactivation of the Joint Economic Commission and Joint Business
Councils to promote commercial activity between the two sides.

o Setting up of the Joint Working Group to explore prospects for Iran-
Pakistan-India gas pipeline.

 Creation of an India-Pakistan anti-terrorism mmmnonal mecha-
nism to identify and impl and
investigations.
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PAKISTAN: BEYOND THE ‘CRISIS STATE'
The Mumbai Setback

On 26 November 2008 a band of ten well-armed terrorists launchec
an onslaught on India’s commercial capital, Mumbai, which led to the
slaughter of 166 people including twenty-five foreign nati Is from
cight different countries. The attacks occurred at a time when Paki
stan’s Foreign Minister, Shah Mahmood Qureshi was visiting India t
discuss issues relating to the ongoing dialogue process including Kash
mi, the Chenab River water and trade ties between the two countries
The instantaneous effect was a sharp downturn in India-Pakistan rela
tions. The peace process launched in 2004 was suspended amid mutua
recriminations as India blamed Pakistan for the outrage asd Pakista
denied responsibility.

Relations between India and Pakistan had begun to lose their posi
tive momentum in the months preceding the Mumbai attacks. Mushai
raf was beset by two major crises in the summer of 2007. The La
Masjid (Red Mosque) episode involved a military assault on a mosqu
in Islamabad that had become a centre of violent radicalism in th
heart of the country. The operation caused a large number of death
(including those of civilian hostages held in the mosque) ind sharpl
reduced the President’s credibility. It was, moreover, folowed by
rapid rise in terrorist attacks, including a spate of suicide bombing:
Musharraf's difficulties were compounded by the ign of angr
protests launched by the lawyer's community against his decision t
dismiss the Chief Justice of the Supreme Court of Pakisan, Iftikh:
Chaudhry. Serious doubts arose about his ability to remai1 in power

As Musharraf’s internal legitimacy began to erode in he wake ¢
country-wide political protests spearheaded by the lawyers New Dell
became extremely sceptical of his ability to forge a nationd consenst
to implement his ‘out of the box’ thinking on Kashmir. As a cons.
quence, the planning for a landmark visit by Prime Miniser Manm(
han Singh to Islamabad in March 2007 during which toth leade
were to a i !

preh peace aimel at buryir
the hatchet over Kashmir had to be shelved.”

According to Prime Minister Manmohan Singh, ‘1 ad Gener
Musharraf had reached an agr a itorial sdution to ¢
problems but then General Musharraf got into difficultes with ¢l
chief justice... and therefore the whole process came to ahalt.”® T

ination on 28 Di ber 2007 of opposition bealer Bena:
Bhutto with whom President Musharraf had cut a powersharing de

Khan Shaheed Library



THE INDIA FACTOR

in July 2007 to pave the way for her return to the country, raised more
questions about political stability. The PPP’s advent to power following
the February 2008 elections and the abysmal showing of the Pakistan
Muslim League (Q)—known as the *King’s party’—against its principal
political rival, Nawaz Sharif’s Pakistan Muslim League (PML-N),
forced Musharraf into a tight political corner.

Meanwhile, the tension between India and Pakistan kept growing.
Pakistan increasingly viewed India’s growing involvement in Afghani-
stan as antagonistic to its interests.”’ A series of ceasefire violations
across the Line of Control (LoC) led to accusations and counter-accu-
sations of bad faith between the two sides.”? On 7 July 2008, the Indian
embassy compound in Kabul was hit by a powerful blast in which fifty-
eight people including two senior Indian officials were killed. Afghan
President Hamid Karzai was quick to blame Pakistan for the attack.”
India’s National Security Advisor M. K. Narayanan asserted ‘we do not
suspect but have a fair amount of intelligence’ on the involvement of
the Pakistani military’s Inter-Services Intelligence (ISI).*

In the shadow of this event, the fifth round of the composite dia-
logue got under way in New Delhi with foreign secretary-level talks on
21 July. However no schedule for meetings on the various subjects it
covered was announced. Indian foreign secretary Shivshankar Menon
observed, ‘India’s peace process with Pakistan is under stress.”* Paki-
stan’s foreign secretary Salman Bashir acknowledged India’s ‘misgiv-
ings’ but denied any culpability and rejected Indian accusations.* In
September 2008, India denied visas to a Pakistani hockey team. Thus,
on the eve of the Mumbai terrorist attacks, the peace process had
already become stagnant under the twin pressure of Pakistan’s domes-
tic turbulence and new sources of tensions berween the neighbours.

Initially, India did not blame the civilian government in Pakistan for
being directly involved in the Mumbai attacks but accused the LeT of
perpetrating the crime. But Pakistani responsibility was underlined by
the Minister for External Affairs Pranab Mukherjee, who held ‘some
clements’ in Pakistan for being responsible and demanded that Islama-
bad not permit the use of its territory for terrorism against India.”” On
1 December, India handed over two demarches to Pakistan. In the first,
India accused ‘elements from Pakistan® of carrying out the terrorist
attack and said it expected Islamabad to take ‘stern action against the
groups that could have been involved in the artack.”® The second
demarche was more specific and sought the cxtradition of three peo-
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ple—Maulana Masood Azhar, Tiger Memon and Dawood Ibrahim. It
also urged action against the Jamaat-ud-Dawa (JuD). India’s Minister
of State for External Affairs Anand Sharma told the Agence France-
Presse that the Mumbai attacks had dealt a ‘grave setback’ to relations.
Sharma said the gunmen were “all from Pakistan® and stressed that it
was time Islamabad delivered on its promise to prevent its soil being
used for artacks on India.? On 9 December 2008, the Mumbai police
released the coordinates of nine terrorists involved in the attacks—al
belonging to Pakistan.

While condemning the Mumbai attacks as ‘detestable’ and ‘heinous
Islamabad asked India to avoid ‘*knee-jerk’ reactions and provide
proof.* The Pakistani strategy was to deny culpability, insist that bott
countries were victims of terrorism and assert that the attacks coulc
not have occurred without ‘local’ assistance.*" It was also pointed ou
that India was raising ‘the convenient Pakistan bogey’ to divert atten
tion from its own security lapses and that ‘India has a massive problen
of domestic terrorism.’*?

Immediately after the Mumbai outrage, India handed Pakisan a lis
of twenty persons allegedly involved in terror incidents in ldia anc
demanded their extradition to India for trial. Pakistan's respense wa
tactically legalistic. Islamabad pointed out that there was noextradi
tion treaty between the two countries and asserted that if Indir insistec
on anyone being handed over, Pakistan too would ask for the jerpetra
tors of the Samjhauta Express blast to be extradited.*’

India accused Pakistan of being uncooperative. In response, Pakistar
arrested LeT leader Zaki-ur-Rehman Lakhvi and twelve other iceivists
On 10 December, a United Nations Al-Qaida and Taliban Sinction
Committee under UN Security Council Resolution 1267 banied thre
organisations operating in Pakistan: the Jamaat-ud-Dawa (uD), th
al-Rashid Trust and the al-Akhtar Trust. The Committec alo adde:
four leaders of JuD to a list of people and groups facing sancioms fo
ties to al Qaeda or the Taliban including a freeze in their asses, trave
ban and arms embargo.

Pakistani resistance to pressure from India and the globalcommu
nity took different forms. Though the government did act agimst th
JuD, the crackdown was not swift and comprehensive. It tookthee Pur
jab government more than two months after the Mumbai atawcks t
take over the JuD's headquarters at Muridke, which it did on25i Jant
ary. This effectively gave the organisation time to create a liffferer
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identity for itself under the name Falah-e-Insaniat Foundation. The
military also applied pressure on the US to indicate that Pakistan could
be distracted from its effort to fight the Taliban.*

Dissatisfied with the Pakistani response, Indian Prime Minister Man-
mohan Singh in a speech in Parliament on 12 December called Paki-
stan ‘the epicentre of terrorism’ and pointed out that the restraint
exercised by New Delhi should not be ‘misconstrued’ as a sign of
weakness while demanding that ‘the infrastructure of terrorism’ in
Pakistan be dismantled.* India also put in a formal request to the UN
Security Council seeking a ban on the JuD. On 19 December, Mukher-
jee, who had earlier ruled out military action, stated that New Delhi
would ‘consider the entire range of options’.* India’s new Home Min-
ister, P. Chidambaram, warned that Pakistan would have to pay an
‘enormous price’ if another attack took place.””

While raising this pressure the Indian government also began to
engage with Islamabad. On § January it handed over a sixty-nine-page
dossier of ‘evidence’ on the Mumbai terror attacks.** This included
telephonic transcripts between the gunmen and their LeT commanders,
decoded Skype calls over the Internet, a list of weapons recovered after
the 26/11 carnage, and the interrogation report of Ajmal Kasab. India
also used the dossier in its diplomatic offensive to convince the inter-
national community of its case.

In the first week of January 2009, Home Minister Chidambaram
made plain the view that the high degree of sophistication in training
and equipment displayed by the terrorists reflected the involvement of
the Pakistani state.*® Prime Minister Singh repeated the allegation.*
Fearing another escalation of tensions and the risk of war, the US
tried simultaneously to defuse the tension and fo put pressure on
Pakistan to respond to Indian di ds. The A to
New Delhi described the evidence contained in the Indian dossier as
‘credible’."!

ullmg for more evidence from India Islamabad forwarded a set of
ions to aid the i igation process.’? On 13 March,
lndu P ion in reply to ions raised.*’ But the proc-
ess of cooperation remained uneven, with each side periodically calling
on the other to do more. In June 2009, JuD leader Hafiz Saeed, who
had been under house arrest for six months, was set free by the Lahore
High Court for lack of sufficient evidence.** Pakistani calls for more
information were met by Indian accusations of stonewalling.

kL))
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But some coop heless ¢ d. In Juy, President
Zardari distanced himself from the previous governmentoy admitting
publicly that Pakistan had, in the past, “deliberately creaed and nur-
tured’ extremist groups for ‘short-term tactical objec ves' * Soon after,
Prime Ministers Singh and Gilani met on the sidelines »f the Non-
Aligned Movement summit in Sharm-cl-Sheikh, Egypt Their joint
statement agreed that ‘terrorism is the main threat to bah countries’
and that "dialogue is the only way forward'.** India also nade a major
concession: that *action on terrorism should not be linket to the com-
posite dialogue process'."” Pakistan informed India that it ad arrested,
along with others, Zaki-ur-Rehman Lakhvi, a senior LeT cader identi-
fied by Kasab as the mastermind of the Mumbai artacks.* On 17 July,
Prime Minister Gilani said that the joint declaration signid by the twe
prime ministers ‘underlines our concerns over India’s inerference in
Balochistan and that Pakistan would give India proof abwut this. ™

The Sharm cl-Sheikh statement evoked a harsh negatie reaction ir
India. Describing this as ‘surrender’, BJP deputy leade in the Lok
Sabha, Sushma Swaraj said, *Once terrorism-related 1sues are de
linked. there will be nothing composite about the dialogue.™" On 2¢
July Dr Singh clarified during a Lok Sabha session that “errorism ha:
not been de-linked from the composite dialogue with "akistan’. He
said, *As neighbours, it is our obligation to keep our clannels open
Unless we want to go to war with Pakistan, dialogue i he only wa:
out. But we should do it on the basis of trust, but veify’. He alse
refuted reports that Pakistan had handed over at Sharn el-Sheikh .
dossier about India’s involvement in Balochistan.™! aed with suf
domestic opposition, New Delhi decided to ignore repeted Pakistar
pleas for a meeting at the level of the two foreign secretries and wen
on a diplomatic offensive by claiming that Pakistan-lased militan
groups were planning fresh attacks agamst New Delhi. (n 17 Auvgus
Prime Minister Manmohan Singh claimed that there vas *eredhbl
information® that Pakistan-based mulitdnt groups were lanning tres
attacks on India. He said, *Coming to specific challenges cross- borde
terrorism remains a most pervasive threat.™

Worried that the opening for resumption of the peaccdialogue pro
vided by Sharm ¢l-Sheikh meeting might be lost, the US-let internation
community pressed both sides to resume talks as soon a possible. C

16 July, US Assistant Secretary Robert Blake said Washngton wante
to see ‘greater understanding and progress particularly m the issuc
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Pakistan moving forward with prosecution of those responsible for the
Mumbai attacks.’’ On 18 July Hillary Clinton, in an interview, urged
India to help Pakistan fight terrorism, saying that this would augment
India’s standing as a global power. On 27 September Prime Minister
Manmohan Singh said that India had supplied sufficient evidence to
Pakistan to bring to book those involved in the Mumbai artacks.** Two
days later China asked India and Pakistan to resolve the Kashmir issue
amicably and offered to play a ‘constructive role’ in settling the ‘bilat-
eral issue’. Hu Zhengyue, Assistant Minister for Foreign Affairs, in
charge of Asia, said, ‘As a friend China will be happy to see such
progress [in the peace process] and we will be happy if we can play a
constructive role in resolving the issue [Kashmir].’

Reacting strongly to the Indian pressure Islamabad accused New
Delhi of stoking terrorism in Balochistan and Pakistani areas bordering
Afghanistan. On 2 November at a press briefing top officials disclosed
that Pakistan had tangible proof of India’s involvement in militancy in
South Waziristan and had decided to take up the matter with New
Delhi.*”

During President Barack Obama’s visit to China in November, Wash-
ington underscored the need for progress in India-Pakistan ties to
achieve the goals of ‘peace, stability and development® in South Asia.
The joint statement issued at the end of President Obama’s visit states:
They (US and China) support the efforts of Afghanistan and Pakistan to fight
rerrorism, maintain domestic stability and achieve sustainable economic and
social development, and support the improvement and growth of relations
between India and Pakistan.*

On 21 November, prior to his first state visit to Washington under
the Obama Administration, Dr Singh said in an interview that India
was set to resolve all outstanding issues with the Pakistan on the con-
dition that it would not permit its territory to be used against its neigh-
bour. It was a ‘tragedy’ he added that Pakistan has come to the point
of using terror ‘as an ms(rumenr of state policy’.*” On 25 November he
called on the i d ity to put bined pressure’ on
Pakistan to ensure that ‘ghastly attacks’ such as Mumbai would not
take place again.” On 28 November, Minister of State for External
Affairs Shashi Tharoor said that India cannot negotiate with Pakistan
while having a gun pointed at its head.”

This indicated India’s no-talks posture ahead. On 22 December,
India turned down Pakistan’s proposal for the resumption of the com-
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posite dialogue process till the perpetrators of the 26/11 Munbai ter-
ror attacks were prosecuted. Tharoor said: ‘Our PM has sid very
clearly you [Pakistan] take the first step, we will reach you mure than
half-way. That first step has not been taken.” On 6 Febrary, the
United States said it had been encouraging measures by both Iidia and
Pakistan to decrease tension and augment cooperation.”

Blake, who urged the two countries to resolve their diferences
through peaceful means, rei d this call.” Reacting to i
international pressure to resume the stalled peace talks, IndianForeign
Secretary Nirupama Rao invited her Pakistani counterpart to vsit New
Delhi on 25 February for talks. The dialogue failed to prodice any
tangible result. Both sides used the occasion to reiterate ther stated
positions. On 3 March, Foreign Minister Qureshi said that akistan
went to the talks with an open mind but ‘engaging in talks forche sake
of talks will serve no purpose....[unless] India change(s) its aproach
towards Pakistan which continues to be anchored in the Cild War
mindset.” On 2 March, India’s Home Minister criticised Pakstan for
allowing JuD chief Hafiz Saeed to make ‘provocative’ speeche against
India instead of acting against him.™ Responding to Indian altgations
of inaction, Islamabad declared that the new dossiers from hdia did
not contain actionable intelligence and were not enough to arrst Hafiz
Saeed.” On 13 March Minister Malik claimed there was solid :vidence
of the Indian involvement in acts of terror in Balochistan andthe gov-
ernment was taking up this marter diplomatically with India.*

On 13 April, the Indian and Pakistani prime ministers net eact
other at the US-hosted Nuclear Security Summit in Washingtin. Thei!
gesture of shaking hands was seen as a positive move but soonafter D:
Singh declared at a news conference that there could be no tlks with
Pakistan until it cracked down on the perpetrators of the Viumba
artacks.” On 3 May 2010 an Indian court convicted Kasab o1 charge
of murder and waging war against India.*® India’s Home Ministe
described the verdict as a ‘message to Pakistan that they should no
export terror to India’.* On 29 April deputy special represenative fo
Afghanistan and Pakistan at the State Department, Paul Jonessaid tha
President Barack Obama believed that reducing tensions between Indi
and Pakistan is a *high priority’ for the United States. But ths ‘is bet
done in a quiet fashion™.*

i described the ption of India-Pakistan dilogue 3
‘encouraging’. Commenting on the India-Pakistan thaw at thn SAAR!
summit at Thimpu, a senior American official P. J. Crowley aid:
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We have encouraged the leaders of Pakistan and India to restore direct dia-
logue that has been characteristic of the relation between those two countries
within the last few years. We're encouraged that they are taking steps to do
that...®

Looking Ahead

After a hiatus of nearly eighteen months the peace engagement recom-
menced. Looking ahead beyond the day-to-day management of the
relationship the list of issues competing for attention has grown longer.

Apart from the cight el of the ite dial it now
includes such divisive issues as water, intensifying Indian and Palus!am
ion for infl in Afghani Pakistani h

about Indian involvement in Balochistan and the Indian belief that
Pakistan has not irreversibly altered its policy of using jihadi militant
organisations to wage what it describes as proxy war against India.
Prioritising these different issue areas and converting them into shared
core concerns around which negotiations can take place will be the
biggest procedural hurdle for both sides. By jettisoning the composite
dialogue framework, New Delhi and Islamabad have not only opened
the door for engaging in debilitating ‘talks for talks’ but have also run
the enormous risk of losing all the gains made during four rounds of
composite dialogue held since January 2004. Finding a way to preserve
these gains and building on them through a sustained peace engage-
ment will not be an easy task.

Following the Mumbai terrorist attacks, New Delhi has made a con-
scious effort to ‘recast the dialogue around the issue of terrorism’* and
this narrow focus works to Islamabad’s detriment as it denies Pakistan
the negotiating space to discuss all outstanding issues between the two

ies. Apart from di ism the highest priority and

using engagement as a lever to ‘get Pakistan to up the level of its coop-
eration on terrorism’,* the Indian approach toward the dialogue with
Pakistan is also informed by the belief that given Pakistan’s serious
d ic problems including a fragile poor g and
rising (erlonsm, Islamabad is not in a position to extract any meaning-
ful concessions from New Delhi especially on Kashmir. As argued by
K. Subrahmanyam, ‘Given the military, economic and demographic
equation between the two countries, there is no possibility of Pakistan
succeeding in changing the status quo by force... Therefore, India does
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not need any incentive to engage Pakistan in a peace process.™ In the
same vein, Bharat Karnad, has pointed out that:

Accounting for 72 per cent of the population, 72 per cent of the region’s land
space and. by late 1990s, 75 per cent of the wealth produced in South Asia,
India in the new century 1 in a decisively better situation...the widening eco-
omic and resource gap renders the prospect of Pakistan as a serious competi-
tor, let alone rival, to India meaningless and militarily and economically
unsustainable.*

Another factor influencing the Indian diplomatic calculus vis-a-vis
Pakistan is the growing Western endorsement of New Delhi's geo-
political outlook as a rising major powe “The Quadrennial Defense
Review' released by the Pentagon in February 2010, after noting
India’s rising "cconomic power, cultural reach and political influence’,
and its worldwide military influence through counterpiracy, peacckeep-
ing. humanitarian assistance and disaster relief efforts, described it as
a ‘et provider of security in the Indian Ocean and beyond'.™ “The
National Security Strategy” unveiled by the White House in May 2010,
while valuing ‘India’s growing leadership on a wide array of global
issues', pledged that Washigron *will seek to work with India to pro-
mote stability in South Asia and clsewhere in the world™."

Since 2000, India has increased the number of countries with which
it has defence-specific agreements from seven 1o twenty=six by the end
of 2008. Bilateral and multilateral exercises are also an increasing
feature of Indias expanding defence relations as it “secks to find new
technologies to transform its military trom Cold War era weapont
to 21* century capabilitics through such opportunities.™ In July 200¢
India and the United States entered into a civil-nuclear cooperatior
agreement which committed the United States to allow the export o
nuclear material and technology to India for peaceful civilian purpose
and made an exemption for India from the application of the provi
“ions of the Atomic Encrgy Act of 1954 The subsequent approval o
the US-India deal by the Nuclear Supplier Group has opened the flood
gate of civil nuclear cooperation with India. Pakistan has viewed th
Indo-US nuclear deal as an effort by Washington to rewrite the rules ¢
international nuclear commerce favour India, which has the net effec
of enabling *India to produce significant quantities of fissile materiz
and nuclear weapons from un-safeguarded nuclear reactors’, an
thereby ‘igniting an arms race and having implications on strategi
stability in South Asia’."!
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Delhi’s rising diplomatic stock and its expanding influence in the
global arena have direct ramifications for the India-Pakistan peace
process. Three are noteworthy: first, faced with the spectre of a rising
India, Pakistan may turn inward to put its own house in order. This
internal balancing act would require a long truce with India and would
augur well for enduring peace between the two countries. Second, to
play the prohibitively costly game of strategic competition with India,
Islamabad might revive its atrophying links with jihadi groups to use
against its archrival. This option would not only put the two countries
on the path to military confrontation with nuclear overtones but
would have d ing blowback for Pakistan.

Third, Islamabad might bandwagon with New Delhi to take advan-
tage of India’s high economic growth and especially tap into a huge
Indian market for its goods. The pursuit of this option would require
Islamabad and New Delhi to bury their hatchet over Kashmir and
become friendly neighbours. None of these options are a foregone
conclusion. A lot would depend on how India and Pakistan negotiate
their way out of current challenges. The resumption of the peace proc-
ess, while refl their itivity to ‘reputational risks’, which do
not allow them to keep their peace talks in a state of permanent freeze,
underscores the fact that the long-term sustainability of their dialogue
depends on achieving tangible progress towards narrowing down their
differences on the core issuc of Kashmir. Without achieving any tangi-
ble progress on this, the India-Pakistan dialogue will not only remain
devoid of sub but also p ially vulnerable to by
various kinds of spoilers to derail it.
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The contributors to this volume have offered a number of policy rec-
ommendations that address Pakistan’s systemic and fundamental chal-
lenges to assure the continuing viability and vitality of the state. These
may, it is hoped, prove to be key elements of a reform agenda that will
help Pakistan’s leaders to turn the country around and guarantee its
long-term stability.

Today's turmoil and turbulence are such that there is no concerted
official effort to plan for Pakistan's future. But both the urgent and the
essential must be addressed if the country is to be transformed into a
strong state responsive to the welfare of its pcople and not merely its
privileged elites. Dysfunctional politics,
problems, internal security threats and the governance deficit all have
to be tackled simultaneously and not in isolation from one another as
together they have contributed to the systemic crisis.

But first urgent actions have to be taken to deal with the country’s
security situation and the crisis in public finances to enable the pursuit
of other critical goals. Prioritsation is necessary to push forward an
enforceable reform agenda.

Effective governance is what makes the difference between successful
states and struggling ones. Improving the quality of governance is
therefore central to the effort to move Pakistan beyond the ‘crisis
state’. This volume has identified both short- and longer-term nform
measures needed to enhance the bilities of public insti
institute checks and balances and create a more competent civil service.
Yet none of these policies can be undertaken without articulating a
vision and the mechanism to implement it.

‘What this book has also emphasised is the need to bring the coun-
try’s politics in sync with the social, economic and technological
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"

changes that have been the national landscape and creat-
ing a more ‘connected’ society. Electoral and political reforms that
foster greater and more active participation by Pakistan’s growing edu-
cated middle class will open up possibilities for the f ion of
an i ly dysfunctional, p ge-dominated polity into one
that is able to tap the resilience of the people and meet their needs.

In re-designing the polity the central principle that should be applied
is that democracy cannot function without the rule of law. This means
strengthening the judiciary to operationalise robust checks and bal-
ances. It also means ensuring the availability of justice to citizens by
reforming the judicial system, especially at the lower levels.

Stable civil-military relations are essential for political stability to be
maintained. The Armed Forces can contribute towards a viable nationa
polity by subjecting th Ives to civilian ight and control. Thit
will have to be matched by civilian leaders who should abide by the
Constitution and refrain from dragging in the Army to settle politica
disputes.

The goal of economic revival will have to be comprehensively tar
geted with emergency actions, short term measures and long tern
reforms, all of which will have to be pursued simultaneously. Immedi
ate steps to restore macroeconomic stability and the fiscal and financia
balance need to be accompanied by efforts to mobilise resources t
power Pakistan’s ic develop Broadening the revenue bas
by taxing the rich and the powerful and bringing exempted sector
such as agriculture into the tax net should be the crucial elements fo
setting up an equitable and efficient tax regime.

The state has to play a central and active role to create an enablin
environment for economic growth and job creation. This mean

ing the inf, deficits, especially in power, evolving
fair latory fi k for ic activity and halting the haen
orrhaging in the public sector enterprises that is fuelling the budg«
deficit and crowding out private investment.

A coherent strategy to revive the agriculture sector should incluc
new investment in the rural infrastructure, appropriate pricing an
incentives, land reclamation, focused research and development, appl
cation of modern technology and utilisation of i ional mark
rules and opportunities. These measures should aim to turn the cou
try into the region’s food reservoir.

Policies to promote industrial growth and expansion should eat:
greater support to small and medium enterprises, and identificatic
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and encouragement of manufacturing in sectors where Pakistan has or
can acquire the greatest competitive advantage and where demand is
rising rapidly. A key policy objective should be the country’s integra-
tion into global production chains and manpower training and skills

development.

The highest priority needs to be given to human development. A
crash should be impl d to educate Pakistan and meet
the target of achieving uni | primary education in the next ten

years through higher government spending and public-private parmer-
ships. Meeting the education and health needs of citizens, alleviation
of poverty and steps to end discrimination against women should be
partofa prehensive human devel, strategy.

It is also critical to address the challenge of a rapidly growing popu-
lation and youth bulge by implementing a mix of policy measures that
include a programme to reduce fertility and a far-reaching literacy
campaign focused on the rural areas and women to achieve higher
primary school enrolment. Skills training and increasing female labour
participation will also be needed to reap a demographic dividend and
turn the country’s human capital into an engine for economic growth.

Restoring internal security :nd order will require a holistic approach
that deals with the multi hall of ism and violence.
An overwhelming reliance on military means has distracted attention
from the need to deal with the ideological and political aspects of the
militant challenge and may even have dispersed rather than diminished
the threat. Evolving a counter-narrative, forging a political consensus
and mobilising public support against militancy must be part of the
strategy to stop the flow of recrults to mlhum orymsanons in ordcr
to break the cycle of radicali A ilay ,
strategy is needed that includes efforts to engage in the banle of ndeas
and address the f: including issues of g e and injustice—
that create the breeding ground for militancy.

To promote its vital short and long term national objectives and
regain lost strategic space, Pakistan needs to adjust its foreign policy
and invigorate its diplomacy within the current and emerging political
and economic environment.

Its priority goals should include promoting peace in Afghanistan
through an inclusive political settlement based on rhat country’s reali-
ties while working to end terrorism and extremism within Pakistan
and the region. A modus vivendi with India should be sought which
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maintains Pakistan’s policy independence including for Kashmir*
legitimate aspirations and preserves credible conventional and nuclea
while exploiting the p ial for d

trade and economic relations.

Vastly expanded strategic and economic relations should be pursuec
with China which offer Pakistan the best hope for the realisation of it:
security and economic objectives. A balanced and stable relationshij
with the US should be built on mutual accommodation of legitimat
national interests, respect for Pakistan's sovercignty and expandec
cooperation in areas of benefit to both sides.

Pakistan should also seek to revive historic and mutually supportiv.
relationships with key Islamic nations especially Saudi Arabia, Turke:
and the Gulf states, as well as Malaysia, Iran and Indonesia.

This is not an exhaustive list of all that is contained in the volum
but an identification of the critical priorities on which a national con
sensus needs to be fashioned. None of this is possible without politica
will on the part of a political leadership that commits itself to th
larger good rather than just its own interests. Political will can only b
effectively asserted when leaders enjoy authority as well as power an
pursue goals regarded as fair and legitimate by the wider public.

Only such an assertion of political will can help to revive the visio
and hope that accompanied Pakistan at its inception. Executing thi
game plan for success may seem a daunting task but Pakistan's peopl
deserve no less.
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