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EREFACE

_ pakistan has scquires a distinguished posi tion in rel-
ation W th Arab Gulf states, Through out her entire history
of 35 years it tried for the ssme. The very process ig still
on wgth the successful diplomancy of both Pakigtan as well
as the Gulf ststes. And move specially by Pakisten in forging,
cultivating and agoravating o dut@c and closest mm‘
relations with the Gulf States. This study attenpts to answer
gome questions relsting to economic diplomacy and economic
transactions between the two set of nations and tried to revesl
their real nature,

This study has been divided imto five chepters. The
first chapter deals with Geostrategic links Detween the two
at various levels as Ceography, Religion, Pecples and czgmwm.
to provide a historical context to our study. An analysis of
pakisten's interasts in the Gulf Security as well as esconomics,
. appears in Second chapters . The major development < Trade,
aid, joint ventures and man power have besn Siscussed in third
and fourth chapter. Finally, ocur anslysis has led ug to arrive
at certain conclusions which have been discussed in tha £ifth
¢hapter,

I an gratefully indebted to my superviser, Dr. Satish
Kumar for his constant guidance and unfsiling help through all
stages of the preparxarion of this work,
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I also thank the library staff of Jawasharlal Nehru Uni-
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Chapter - I

I NTRODUCGCT I 0N, Geostrathgld
Links between Dakistan and the Gulf,

Diplomacy means art of management of & nation's relations
peacefully smong the varicus states of the globe, bilaterally,

3 feholars, Decision Makers

tualatemny or in whatever manner,
and sven diplomats, often speak that diplomacy and foreign
policy are synonyms to each other, The foreign policy of a
country is influenced and determined by the external environ-
ment at eny point of time ss much as by the nature of its dome-
atic pelitics.z Elabatate}.y. if I can say, the form of getg~
raphical settings, histortcal traditions, attitude of the mind
cultivated through the long years, ¢ircumstances in which it
obtained ity freedom, the extent of modernisation and the
nature of politicization it has been able to achieve, the
degree of liberation from the obsolete customs, commitment to

democracy .

. The Character of political elite, political parties,
pressure groups and peer clusters and an intra-regicnal rele-
tionship shaped by political events taking place before freedom
was achieved, The quest for national security, charatter of
economic developments, charisma of leadership also play an



important xole, besides ideclogy and national temperament.
Pressures of global politics have a hand in shaping the evo-
lution of a country's foreign policy. The international mile
feu, bipolerity and for polfcentric trends, the U,N. and other
international organisations, foreign aid-multilateral as well
asbilaterasl, trade, joint ventures and other forms of economic
intersctions all the foreign policy of a countzy..s

The interdependence of the contenporary world in so
many ways, among each others, politically, geographically,
culturally, sconomically and ethnically that they c¢an not sur-
vive for a longw ithout the mutual cooperation and interdepen~
dence of each other in all the mesns, Historieal evidences can
prove it that even in the past, the kingdoms were heavily
involved in solving their problems through tectical means. In
contemporary world one state can achieve her goal through the
tools of her foreign policy with the help of atplmiatte preci.
sions whethey they are international problems, intra-regional,

domestic bresk ups or else ao.“

 The emergence of powerful internstional institutions/
agencies in politico-~economic, strategic and cultural, educationw
al arenas after the 2nd world war U.N, and its several valusble
agencies, powerful regional groups... Common Wealth, E.E.C.,
AuBoBoAlN, CoEuN.T.0s, S.EsAT+0., 0,AP.E.Cs, Nom=Aligned,
Islamic groups, O.A.,U., and more specifically the emergence



of independent states £from the colonial yoke, growing intere
dependmce between South<North, Southefouth countries have
assured them with greaster significance. That is why it was
alvays a positive motivation {n the worldly states and their
governments to solve their problems through diplomatic mesns
snd crezte a just and understandable world free from intex-
national regional compstitions snd rivarlies, with utmost
care and with the tools developed by the modern world dip-
lomacy, 7The world today is dominated by the two monster AupcY
powers with emerging powerful pol}cmttlc political, economie
ané military blocs, The two monster muper powers dontrolling
the veary resources, trade routes, lanes, shipping channels,
communications, market, infrastructure, technology, nmanagsment
of modern economics, These factors compelled the newly born
states plus the poor third worlid countries about their oum
stratagy, for security, soversignty, sconomic Qevelogment and
national interests.>

The powerful motivations among these states for :apid
industrinlisation, mﬁamﬁaat&m of econony, d-velmmt of
infrastsucture under the sustained effort to increase resource
endowments, creating new markests, improving tschnology, brought
these atates more cloger than ever, Without achieving the
aforesald ailms, they know that, will caught by economic vicious
cizcles and their very idea of faster econcmic development
~ would be hampered and nullified,



It 18 in this péxapmw;tgm can study with an attempt
to undergtand the strategic, politico-economic relastions of a
state with another in achieving the goal of their diplomacy,
and take up the foriegn policy for detailed study and analysis.

Among the diplomacy put forward by the various diplomats,
and acadenicians, economic diplomacy is one of the most effec~
tive tools, has become very significant for éach and every
states inchleating ecmmiéz. political, strategic, relations.
This tool thas beccme nore £ elavant 4{n the world, which is divi-.
fed ideologically, politicoally technically, culturally and

economically,

Modern diplomacy has now bacome different fypym as it
happened to be in the past. Now totally dominated by the eco-
nomic tools, finance, trade, aid and assistance, t:echnologieai
managerial, monetary, skilled, semi-gkilled and unskilled pere
aonnel, joint ventures, The question becomes more complen
under the banner of protectidnism, East-west, Southetorth,
South=South groupings, compartmentalisation of economics, monoc-
polist tendencies in production, raw materiasls, markets, teche
nology, tranaport and comunications, trade md‘umemm
-mergy. minetaia. ‘ore and resources are controlled by the few
states exploiting the poor economies, A countzy having actess
over any of thege, can axercise anple degree of influence in
moulding har miatima with othess,



since, this paper, “PAKISTAN'S ECONGMIC DIPLOMACY IN THE
GULFs 1971-81" related tozgwery, geographically, strategically
and .ecmamiaauy, sensitive region for policy makers. BDut for
nmy convenience T will deal vith only the economie diplomacy.,
Here I am going to analyse and explore the economic interaction
between Pakistan and the Gulf ststes during 1971-8%.

1, Archeolovical evidences have increasingly estadlished
the existence of o common civilisation and culture on both
sides of the Gulf and over vest areas of Indiasn continent
almost 4000-5000 years ago, Sven after this civilisation
collapsed, contacts batween the two regions continued and
travellers and merchants é:maaa thc’uafl which sepazted 1india
meking it & high way of 1deas and knowledge. Indisn and Arsd
merchants traded out not only in items of luxuries but also

in the necessities of life which was to the mutual advantage
of both peoples,

The first contact between the two »:egims'anﬁ the people
was through Arab traders-calling on the ¥est Coast, Comerce
betwean the two, dates back, of course to pre-Islacic times now
houwaver, due to the florescence of Islem in the later along
with coods 4t also brought in nev ideas, Both were aqually
welcome to the Indisn people and more specislly to the them
rulers. ©o many Arabs gettled Sown among them being freely
allowad to build houses and gozial centres, Madarasas and



Mosques.  The rigid caste system and gocial taboos prevalent
locally, no doudt zuled out close fraternalisation, but otherw
vwise Arab-Indiang relations thrived., Both sides were inters
ested in and respected each others customs and beliefs, If
they found something congenial in them they 414 not disdain
adopting it.

Then, in 712 A,D, more or less as and out-orop of the
Arab conqueat of Iran<irag, the 17 years old Mohammad Bin
Quasim over run Sind. The physical confrontation too did not
prison the psychologlcal and 16:010;;1-::&1 relations between the
two the conquering Arabs and lacal- inhibitants in India, 300
years later this picture of Islamic tolersnce was, however,
shattered., The Ghazanavid incursions, who poured down from
central Asia and Afghanistsn, were enimated almost equally by
lust for plunder as by vengeance against all they t:hinulvu
had previously worshiped,,. stated by the Subuktagis $n 577
A.Ds

when, however, the beihi Sultanate was established
(1206 A.D.) and@ regular govexrmment under Muslim leadership
spread over a inajﬁz part of north India a marked change O
better occured, The off quoted words of Amti Khusrau can be
taken as & representstives index of the prevailing sentiment.

"We know that in thig land lie concealed wisdom and
ideoas beyond computes. OCreece has been fomous for philosophy.



astrology, divination of past and futwe are known. In divie
nity alone the Indians are confused, but then so other peoples.
Though they do not believe in our religion many of their bel.
&a}u are like mxks,s Means, the two regional areas had common
things in.most of the ways except religion and Aivinity., Both
were having equally briliant idess and wisdom, which was none
comparable at that time. The influs of Sufi divines and saints,
the establishment of their orders tn India, the Christis,
Suharawardis - powerfully tnfluenced the lives and thinking of
both the communities in India, Their messages of love, toler~
ance and brotheghood among all God's cresture spread, Saints
1ike Kabir and Nanak carried on the good work. | The Moughal
rule 4id not seriously disrupt@ {t, On the contrazy, the
wisdom md long reign of Axbar the great suﬂeﬁiﬂa& in setting
up an enfuring social and administrative pattern of secular
toleration, understanding, mutual appreciation and exchange of
ways of thinking and expressim. It was expedient that devia-
tion from At was adgﬂ.nistratively suicidal when Aursagazed
tenpered with it, the retribution was terrible. His succe-
szors desparately tried to revert to the old pattern but it
had Jost some of its creditability,’

The intrusion of the Britishers changed the whole
complexion, Initially they too fought their wars and maintatned
their position on more or leas the same lines as Moughale and
other Indian contenders for Supreme power. Once established,



| huwwe:. &8 the supreme imperial power they had necesserily
to exploit every opportunity svailable - and {if not available
then create it to keep the opposition againet them divided. 1o

The creastion .ot Pakiastan, 15th august 1947, out of the
former British Indian empire and its emergence as an Islamic
state is an important phenomenon in the modern world, Pakistan
claims to have wedded in two geographical areas separatedy
by more than 1000 miles into one nation. ’i'he basic md central
issue is that vak;stm is an "Islamic Repudblic® decided by the
constituent sssembly of Karachi, Pakistan 22d4 November 195311

The aim and objective of the constitution of Pakiasten
passed by the constituent assenbly of Pakistan, on Mareh 12th
1949, delcared: This Constitfition of pPakisten resolves repre-
senting the people of Pakistan, to frame a Connt.tt:uﬂm for the
Sovereign State of Pakistan.... Wherein the principle of
democzacy, freedom, squality, tolerance and sociel justice
88 enunciated by Islan shall be fully observed; whersin Muse
lims shall be ensble to order their lives in thelr individual
and collective spherss in accordance with the tesachings of
and mir«amu of Islenm as sst out in the Holy Quaran and
sunnan, }2 (&)

It was the concept under which, historically the new
nation came into being and is the same concept which had
shaped the history of Pakistan for three and half decades and

‘wil)l shape and determine its future course, 32 ()



Now the next very quesiion is geography. At to the
fact vhat I have said earlier iw to prove my coming points,
The question where does Pakistan geographically belongs. Whether
i1t {8 o pert of South Asta, Central Asis or is an axtention of
Middle Bast, the Perglan Gulf,

In the literal geoggaphical sense, the question vhere a
country reslly belongs is meaning less, because it implies
choice in vhat is to the -cuntrary an inelucteble fact of
nature, Politically however, the igsue is fraught with 4iffe
erent policy orientation for internstional as well as domestic
purpose. Where the locations of a country has remained constant,
its regional fdentity, both in its own eyes and those of others
may shift, specially when 4t is on the periphery of & continent
oz the subs.continent, Por regions nkg South Asia and Middle
Bast rather arbitrary conventional designations. A&s Sea ox
a river or mountains, which may aeem, “Hatursally" to separate
states in one technologiecal epotch, may be no barri~r at all in
another, Por instance, the Meditranisn basin was an historic
cultural entity untill the coming of YIslar and its Southern
“Margin, North Africa® has, since had more in comnon with the
middle east than with sub-ssharan Africa, )3

Some other countries besides Pakistan with anbiguous
mgiona! identity, for instances, are Russia and Turkey (are
they Asians or Buropeans?); Egypt (is it a part of Affica or
Asia?)y and Japan (has it more in common with the so called
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firast world or north Atantic or with 1its fellow Asian snd Afrie
can states of the under-developed, the third so:ld?)“

The question, here is, what is common with Pakistan and
with {ts sister statea of South Asias but & not with her fellow
Muslim pMiddle East, the Persian Gulf, Tht’tndian Civil Service
and the English languare as & medium of inter-provincial commue
nication among the modern elite and at least for North India
and West Pakistan. The Hindustani (Urdu) lingua-franca of the
emién people and 1iterature the British common law and legal
system, The British Indian Amy, =nd integrated transportation
and communicaticn network, & constitution based on the British
India Bct 1938 anfd a common or & composite culture in secular

areas, such as music, food, clothes, architecture cinema and

' Opﬁttﬂals

I 4o not mean in liasting these commen atands to underx
estimate the roligioun 4iffarences of beliefs and practice, which
weare the pources of conflict betwaen the two clans Hindus and
Muglims which had contributed the “two nation theory" and
folliowed by the partition of India., They are the primary ties
6£ Pakistan and the Arsd vorld, the Middle Bast and Persian
Gulf, But ona nmust tmmbw_ that many natlmnues share
some attributes with other peoples bhut focus on one which they
do not, Thus the Dutch and Plemmings shared language but not
zeligion, as was also the casesth Irish and English and the
Christian and Muslim Lebnanese. 16



But to writers, scholars and strategists of the inter-
naticnal affairs the conceptual unity of these states have
always provided a convenient basis for snalysts, Primarily
because the great powers trgated it as a'single unit, from the
border 'oz Pakistan to the frontier of Libya and from the border
of Afighanisten £o the ktlanum” Until 1971 pakistan had
very close relstions, physicsally, with[iidsle Bast ,GUlE states,
South and South-gast Asia, Dut after the successful rebellian
and liberstion of BDangladesh from Pakistan in the same year not
only cut off half the country but also shock meny Pakistanis
into a greater awarenecs of those aspects of their cuuus:-u which
they have in common with the oil zich Araba, According to Nor.
man Palmer, “It deprived of a its esstern wing and more than
half of the population. Pakigtan is bound to look more and more

to southewest Asia and world of xulm,w

&S
Some Pakistani spokesman go so far to assert th:ot paki.

sten should consider itself as s South Asian State. But this
approach may provide only a balm for hurt prideé, dbut it revains
to be seen whether it cen provide Pakistan with resl security,l®
“Syptometic of this shift of self-ldentity was the foundations
of "the journal of South Asian and Middle Eastern Studies",

by Hafeej Malik {n 1977 and the International Conference on
"Islamic Pakistan, Iran and the Gulf* et Bellagio in 1975,%°
The Iilmic revival of late 1970sin Iran coincided with a new

0



surge of gevivalism in Pakistan, which was manifest in thutto's
later years mnd wmia&ting in Genersl Zia's programme of
Islamic refom. How styong ties are of the post 1971 Pakistan
with the “outh-wast Asia, which might lead to conclude that it
reslly belongsto ths Middle East, Now take up the religious
factox, it has for many yesrs the Pakistani love affairs with
Middle Bast however, importent it may have been domestically
for justifying the country'’s own raisony detre was ndt reciproe
cated by the Arsbs whoase :madornist leaders prefered to define
their nationality in terms of lsnguage. The second faptor is
the movenent of the people; by this measure the huge mumber of
Pakistani have emigrated to work in the Gulf states must to
the extent they have a positive sxperience here, be counted an
important support for & West ward orientation w their home
countey after they return, Will they have learned the \Axabic
language? Is there may inner magrisge going on 7,

Militarily, the plsusibility of either & Pak-~Turkish.
Iranian federation or a wider Islamic defence community has
been undermined by the weaknesses and unpredictapility of post
Shah of Iran, The Soviet occupation of Afghanistan has turned
Pakistan's attention from its gensration long feud with India
to its vulnerable weastem fromticr. In this geographicsl sense,
the Eastern mu:ohqa of the Arab World have been foreefully
oxtended to include Pakigtan, which the Arab had ignored.
Viewed in tm historical perspective, this mutual reorientation



may be yegarded as marking a return to the norm. The teritory
that ip now Pakistan was part of Iranian/Turanian empires

under the Achamendis, Alexander md grest successors - Sakas,
Kughans, Huns, Chogenvids Nadir Sheh and the abdalis, Histori~
cally the North-west has utgelg remained népatatu from Central,
Northern and Eastern India; The centuries in which it was
politically united mth India were fov.,. The Mauryas, the
Moughals ond the British.3}

The onguest of Indis by the Britishers and central Asia
by the Russians threatened for a while in the 195th century
a direct coliision between great powers of dDased in the two
subsregionsof Asfa, "The Rim Land" and the "Heart Land® of
geopolitics, Before a show down could occcure, & mutual fos in
Europe, Gormany Alverted rivals attomtions §1u where and
Afchanisten was left aa a uffer. Now & century after the
ffer is in the process of being absorbed by the Czar's succ-
essoxs in Moscow, The Britieh successor state, Pakisten has
the unpromising alternatives of sscuring its western border
{frontier) by the either alliancewith 1ts distant Middle
Eastern states and China ere by detento with its neighbour,
historic fos Indis to the xear, (Sce Chapter dealing with
security), In this military perspective the geoe-political
igsue for Pakistan can be rephrased as "which is the morevisble
gecurity community®, the Middle East ox South Asia.



This prescription imblies that Pakistan is & part of
South-Asia when the chips are down and that the middle east
oxganisation of the past decade while logically, economically
and fdeclogically plus ethically does not make sense, strste~
gleally. If Pekistan ever gets caught betwesn Indis and USSR
in & two front warx, she could not survive as a soversign state,
Without that her cammon bonds or religion and culture with
Middle East Asia, Politically, culturally, ethinically, as
we vill see in our coming parts, Pakistan is having much closer
telations. Relegiocusly, Pakistan is the follower of Islam and
n.q very crestion in 15 August 19547 was on the basin of reli-
gion and faith based on Islamic philosophy as propagated by
Brophet (peace bw upon him) Mchammed « 1400 yesrs ago, Sach
and every government and their proposed or m&,a constitution
l1aid enphasis on this for cultivating brotherly relations
among themselves based on Islam and the hély book *guzan',
Throughout her national struggle and demand for self rule in
Pakistan, Pakistani leaders always preached for s system which
i3 totally diffetent f£xom the Indian, They always thought |
that Pakistan is the part of Muslin world and one of the heart /
~ lend in Asia to propogate and to act for Islam and would play a |
significant role in coming years, Politically, Pakistan had
always exploited for her Muslim mass, Islamic philosophy and
her ethinic relations, As it always think that Pakistan,
#hinically belongs to the same group,
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The peoples of Pakistan belong in general to the Indo-
Aryan group. The region however, has been the melting pot of
several racial and ethnic straina. The pre-Dravidisn and
Dtavﬁ.dim stocks mingled with those £rom Central Asia. The
Aryans, 'Nmtm.ans. Persians, Arabs, Turks and Mongolas. Tm
final bx’ma may bs said to be predominently @ai'tculen general
type with some Mediterranian strains (as also in Ixan, afchani-
sten’ and the Persian Gulf. Indeed, the Iranien and Turkish
straing prsdominate through, obwiously there ars several rege
fional vartations. In the northern areas, for sxample, the
central and western &sim types are predoninent,

In the N.W.F.P, and parts of Baluchistan the Pathens
(vf pPakhtoons) are administere of the Turkic and Tranimm
strains. The Baluch trace their origin to the Chaldean branch
of the Semetic race., In Punjab and Sindh the Indo-Arvan with
assinilations of other strains from Asian predominate them are
alsc the 10-12 millions who migrated to Pekistan from almost
all the gtates of India. Overwhelmingly Muslim (96%) of
Pakistan's 83 million population (1981 Census) includes 1.4%
Christisns, 1.5% Hindus, 6000 sad m?muu.

one of the most ancient lands known to man .?ak‘a exX08
vated cities thrived before Babylon was built its pecple
cultivated the graces of good living and developed their civic



iife 4000 years before the Renainssnce. The ruins of the
B&imat monastyies in the north of Taxila, Swat and Peshaway
lay bare the great tradition of the Gendharva school of art and
sculpture; spawnedl by the impact of the culture of Greecs and
some on local craftmanship, Down south ﬁiﬁuahed 2500 years
before the Christ -« the Indus valley civilisation, one of the
oldest known to men contemporary with those of Egypt, Masopo~
tamia and Chiina. The ramains of the Indus valley cities of
Moenjodare and Harappa astonish the world with their well laid
out gtreets and brick duilt houses, complete with bath.rooms
_stairways and underground drainage, Sven a municipal bath and
& ¢entral grain storage siso was provided. The Moenjodaro
;Seaplc were wetwhﬁxmﬁ.dlyj probably by the Aryan invasion ﬁaich
triggered the great migrations into the area from Central Asia
of Bacterians, Scythians, the Parthians, the wvhite Huns, the
Kushans, persians, Turks and Mongols. The Muslims appeared in
713 A.D. when the Arab general Mohammad Bin Quassim landed near
Karachi, Starting in ths 10th Century, Muslim rule over the
zegion lasted till the 168th when the British became masters of
the land, withdraring finally 150 years of lates when Pak was
bomnd.2¢

A whole picture would cone up only in my next chapter,
but in & simple way, let me say so, Pakistan can play o tremsn~ ,0
dous cm-tmea;ve. security, economie, cultural role in that

very region-Arsbian/rersian Gulf due to her physical nearness-
(o]
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ethinic religious, cultural and friendly relations with het
vast econonic resources. Economic developments, skilled ané
man power, military muscle md brilliant leadership-Pakistan
is having a brighter time to 4o all these thing &£ other

things are remaining the same.

L
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Chapter - I

PAKISTAN'S INTERESTS: IN THE GULF

Pakistan is the state, even today after the 35 years of
its creation its objectivity and rationality are being question-
ed. But in my mind the eatablishment of Pakistan was the
fruition of history's beiggest mass moveme nt, whose direct aim
was the creation of sovereign state within a defined territory
to the Muslims of Indian sub;continent.lﬁ The movement for
Pakistan rested on the sub-continental muslims and the Indien

National Congress., The main elements of this perception were

a desire to regain the status and glory which the Muslims had
ag rulers and the belilef that they were not getting their
proper share in British India., It was during this period

that Muslims aquired the feeling of being a community surrounded
by hostile and unftiendly elements, acting wilfully to pusch
Muslims down and humiliate them. As a result the sub-conti-
nenta{rggigwlhus turned for self-respect and validation to the
Muslim world identifying with ‘UMMAH' more self consciously
than ever before including the period of Muslim rulers in
India.zL‘The focus on this aim was accompanied by a under
consciousness of the political destiny of other Muslim world,
living to the Pakistani borderland and an emotional identifi-

cation with their parallel struggles against iﬁpexialism.



Pakistan's diplamacy since 1947, has been characterised
by a preoccupation with India and a desire for painting with
it ag its two main striﬁgs. 'c':ons'&ious of Indié"s overwhelming
size, economy and military Pakistan tutned in the 50's for
help to the U.S.,A., But soon it vdiscove’tedTﬂnf its was with vl
India in 1965 that its allimnce with U,.,S,A. and its military
maubershi;S (SEATO & CENTO) presided over by U.S.A. were hardly

any help when the chips were down.

It was Mr. Z.A. Bhutto who brought changes in Pakistan
diplomagcy. The decisive Indian victory in 1971 tarnished
warrior image of Pakistan? army and their pride had so nurtured
seemed to e‘vaporate.zs"rhe country had no other choice in terms
of its néti.onal security policy,‘ but to depend some other alter-
natives. Mr. Bhutto acted ably by deciding that south Asia is B
no more viable for Pakistan, but South-West Asia and the Gulf
are more closer and viable., After that he was more concerned
with the affairs of that region and his diplomacy was directed
towarde what he often called 'brotherly Muslim nations® of

Gulf and the Middle East.2®

' By acting that way Pakistan's whole thinking was based on
the kinship theory, which says and for that -anthropological
regearch has revealed that organisation is based on an ideoclogy

of kinship, which stated that near relatives should unite indi-
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against cousins; while brother and first degree cousins should
éct together in disagxeement and hostility with cousins of the

second degree.?’

The objectivity and ratimality behind Pakistan thinking
was that after i.-‘.he hostile kin (India) the Muslim brothers and
aougins of Middle Bast, Pefsi_an Gullf and other Muslim states
scattered all over the glob shouldl help her in any external
hostility with Pakistan. Economically they should come forward
for the development of Pakistan economy with all the helps and
hands, But this is a theoretical model and kinship may be
forgotten or remembered éccording to needs of ttie moment .

A close relative who has moved o a distant territory, would
certainly be forgotten, whilev a non_-relé,tive linging nearby
mighi: eventually be acceptéd as a long lost kinsman. Further
more, a x:eiative who ia' a tr‘oub;levmaker might be repudiated
but a kin relationship might be manufsctured with an individual
who is economically or in either ways revnain' within the .'fréme-‘

work of the ideological mode.za

The Middle Bagt and the Persian Gulf is the meeting
ground of the civilization vof East and the West.. To its
inhabitants it was for long while of the civilised world of
21 known civilizations described@ by Arnold Toynbee 12 either
organised in or are descended from others, which flourished in
the region. These are the Egyptian, Persian, Sumerisn, Hillite,

Syriac, Babylonian, Franic Arabic, Hellenlc and Western civill-



zations of the’serving world regions 3 Judaism Christianity
and Islam have their geographical cultural roots in the Middle

east, Persian Guig,2®

The ﬁiatory of Indo-Arabs (United India when Pak, was
integral part of India) contacts has often been narrated but
no thorough and,séientific account of the past has been
written with adeguate realism, One of the best monograph
written in India on, "Arab Navigation" (Urﬂu)'by Maulana
Sayyed Salayman Nadwi unfortunately in other accounts facts

and legend are not clear.-3Q

Indo-Arab relations date back almost to pre-historic
times objécts found in Sumerian and Egyptian excavations proved
of a tr@fic»between the Gulf and the India before 3000 B.D.
Indian ships with modest sails and innumerable oars carried
Indian products such as spices and pearls, cotton and silk
shawls and ﬁrecions stones to Arabia and Mesopotamia. They
brought back coral, silver, vermilon, lead, gold, rose water
and saffron. Thé peoples of Indus Valley had intimate contacts
with the peoples of Sumerian and Trade relations existed between

Ihdians, Egyptians and cretiave.az.

In religion too, India had his emissaries. It is now
certain that Buddhism praevailed in West Asia in early times.33
Al-Biruni (Died 1048) substantiates the claims of the emperor

Ashoka and Mosul upto frontiers of Syria came under the



influence of Buddhism and to some extent Indian culture had

entered very early into the very heart of Middle East.34

The Arabs in Abbasid times (7th Century) began to take
on interest in Indian literature. The well known collection of
stories "The Panch Tantra" was translated into Arabic and
similarly, the 'Hitopdesha', Some historians are of the Opih-
ion that the 1001 nights (known as Alif-laila) contains Indian
stories as well, But infact it is a work of such infinite
variety. In the ﬂ.eid of medicine ‘the evidence 1is cogent and
the give‘and take was mdtual. In the persian University of
~Junde-sgtrapun, Indian physicians worked with their Arab and
Persian colleagues. Evidences has already proved of Indian
books being translated to Arabic. The Tibb or the ancient
Greek system of medicine took £irm root in India via Arabia
and Persia. The Hamdard is modern magnificant example of

Unani system of healing.35

| This linkage with Pakistan, after independence natiocnal
impulse and the uzges of Muslim emancipatibn has a long and
continuous 5ackgrouna. Tﬁe brain behind Pakistan and the Mus-
lim minds in the sub-continent remained with a passionate and
unparochial concern for the solidarity of the Islamic millat
(community). Pakistan's intellectual leadership never allowed
this concern to degenerate into a rebelion sentimental attach-
36

ment, unperceptive of the historical process. In a press

interview Mohammad Iqubal stressed that Pan~Islamism, Pan-



huﬁanism ﬁevet existed except in imagination of those who
invented the phrase., Eyen Jamaluddin Al-Afghani never dreamed
of & unification of Muslims into a political state. Iﬁ no
‘Islamic language-~Arabic, Perxsian, Turkish; aces'these exist a

pharase corresponding to Pan Islamism.37

It was on the basis of such awareness of contemporary
realities, that muglimg extended their concrete suppor£ to
anti-imperialist movement in the Muslim world whether in

palestine, Egypts, Indonesia, Tunigia and MordEo,38

With this background it weuld have seemed exiomatic that
Pakistan's relations with othexr Muslim states should follow a
steady, untroubled, uncomplicated course, A close examination
of the record reveals that the actual passage has been some-
what eratic. Many factors both domestic and external have
intervened in such a way as to make these relations vary from
one state to another, The attitude of the nation as a whole
no doubt remained unchanged but there have been marked fluctua-
tions in the degree of understanding and co-operation bilateral

or collective, between Pakistan and other Muslim states.

Pakistan has very vital interests and responsibilities
in the Persian Gulf region, due to her strategic locations,
economic and scientific developments, vast economic resources
and infrastructure, technological innovations, military power
and world wide role played by her individuals and go&arnment

at various level of peace and understandings.ggd/~



The vast regions of Gulf states, rich in oil human as
well as agricultural industries and mineral resources palm,
dates, cotton, tobacco, pepper, wheat, iron, phosphate, copper:
magnese and there are areas desert which have yet to be surveyed
and may prove to be the repository of many valuable untapped
mineral regources. With this world Jinnah wanted to have a

close telationship.4°

The new found oil wealth and sst back through out the

s

région,'lranian tevolutioq,kussian occupation of Afghanigtan,
Iran-Irag, waxr, Lebanese c¢risis, West Asian boiling situationsg
super powers' increasing involvement in that very sensitive
region. Deployment of forces, conventiéﬁal weapons, establishment
of bases, armament spree, created an international awareness and
importance to the region. These factors have given much set

back to world econamy, peace and understanding as well as the
security and prosparity of the region. Along with this system
Pakist;n too has'been seriously affected by these developments
direct Ay. Firstly due to her.backwatdness’and economic depen-~
dencieé?z;tiwozld mosgtly the ﬁestern industrial states and
international agencies, Since Pakistan éependé over Gulf states
for her 90% petroleum, thHe gituation become worst, And secondly
due to the security. Since Pakistan is the state, with the
tumoiled borders Iranian and Indian side also is a backdoor
states of the Gulf and if any ones security territorial integrity

is in danger next one would also the fqace in near future,



About the other factors we have already gone through
earlier, But my succeeding part will deal with Pakistan's two
¢hallenging interests - security and economics in close terms

with the Gulf states and region.

SECURITY ¢

Most of the time "security" is narrowly understood and
analysed in terms of armaments and defence expenditure, security
alliances and arrangements., But these are merely manifegtations
of geopolidical realities and underlying historical processes.t
»But in the wider sense and in terms of international politics
it is the result of the complex 1nterplay‘ of internal peolitical
situation and international posture, eirupt;eé by domestic
situation and political compilksion of a particular regime, the
degree of economic development, nature of dependence on foreign
assistance, historical legaclies which cannot transcend over-
'nightly and the global situation which is creating complexities
in all the sphares~economics, politics, sxec:urit:;,r.42 Even in
the 19th century, which compared to our own age was tachﬁogia
cally backward and primitive not all the states possessed with-
in their frontiers the means of self-defence. In the sbsence
of any system of colliective security, the small stateghad per-
force to rely on treatiés and alliances with other states in
order to save themselves £ rom being overpowered and occupied.
Powerful states felt afriaid of those who weresill more powerful.

Both fear and ambition played their part in contributing to the
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instability of the continent and leading to alliances which

became a characteristics feature of European relations.,

Germany has its allies in the Austro-Hungarian Empire
and France in Russia. Isgolated from the continent and command-
ing the iﬁpcrtant trade/sea yroutes to America and the East,
Britain's position was different. Protected by the Channel and
its great navy it could throw its weight 6n either side and
thus exercise a decisive influence in any major conflict bet-

ween the rival groups. .

After the Second World War and collapse of colonialist
powers the amaller states asserted their voice to independence
and security at the San Fransico.conference. The changes they
propoged at Dumbartan Oaks proposals were voied at limiting
the privileged and prerogétives of the great powers. They
demanded that the charter should safeguarded human r ights,
ensure their equality and territorial integrity. and almost
all of them being victims of power politics iﬁsisted that the
chardter state as an international obligation that nations act

. Wwithin the framework of law and justice.43

Since most of the countries in Asia, Africa and Latin
America liberated themselves f£from colonial rule through revolu-
tions, revolts, wars and pressure of international events'and
established their identity as separate sovereign states, carrying
with their new gtates the power not only to manage their inter-

nat affairs but also to order theilr external relstions. It was
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a process in which the multilateral state system rapidly
‘extended to asia, Africa and Latin America. The end of the
liberation struggles was the begining of the struggle for
survival. The emergent states endowed thidpugh many of them
were with rich natural resources, were technologically, fina-
ncially. Secarce and backward during the past, The progress
has been deleberately retarded under colonial rule axploited
as they were source of cheap raw materials and markets for

Buropean manufacturaxs.“

The influence of great powers in world politics has
however, suffered no decline for in the last anslysis it is
with them that the power to make war or peace has always
rested, They have seldom hesitgﬁed te use their superior
resources and military might to expand their territories or
extended their shpares of influence over t heir weaker neigh-
bours., The interests of the small states on the other hands
have always been of a limited nature, rarely transcending
their frontiers. The progress of the West in Science and
Technology, by adding enormously to the power and strength of
the great powers has rendered the amall states increasingly
incapable of defending tﬁemselves against outside aggression.
The security of their frontiers and the preservation of terri-
torial integrity and not outward expansion has generally been
the aim of their foreign policies. The existence of the small

statas side by side with the great powers are therefore, not a



unique phenomenon in international relations. What was unique
about the'post, 2nd World War is that there were too many amall
states and too few greét powers, | While the number of great
powers had ‘been reduced their power has been vastly enhanced

by the an inspiring scientific inventions and technological
achievements ware gcientific knowlédge fairl_y and widely

spread, every nation Iwould have an equal chance of survival and
peaceful existence. But its monopely in the hands of two great
powers, can only terrorise the small states into submission with
out any fear of revolutions and revolt through which théy

wrested their independence from the colonial powers.

The freedom of action of the small states in Asia and
Africa is consequently greatly circumscribed. Whether they are
aligned or non-aligned, the choice 1.8 not freely made but dic-
tated by the Prece of circumstances in im which they are placed.
.Ideclogy is in consequential when survival ias at stake Pak. too
is the product of same crop with the problems ef_ security and
survival., But the concept of diplomacy as an instrument of
defencew as totally new to the peoples of Pakistan. It was the
field in which the Pakistani decision makers were not directly
or indirectly concenned before indespendence, The Pakistan
movement had prod: ced no impact on the outside world and cons-
equently, had né international 1links with external countries
or moverhents. But after itsv 1ndependenc:é the Pakistani leader

thought for aviable policy that could séfeguard its gecurity
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without reducing it to subserviente and later period it heceme
the major objectives of its international effort, Pakistan
oould not remain isolated and 1n-nctive internaticnally. But
being inexperienced in the art of diplamacy it was not fully
aware of the means of protecting its basic national interests,
Besides, the international g ituation to which adjustments had
to be made, was full of complexes and grawe uncertainities.
This power equation. obtaining before the war had undergone a
camplete change, The most astounding change was that the two
super powers acdquired a dominant say in shaping the course of
events in the post war era, Such was the extent of.their
influence and impact on world affairs that without a definition
of the attitudes towards them -~90 realistic approach to the
problems of foreign policy or diplomacy was §basible. Britain
and France had heen reduced to the status of satelites of U.S.
As for security of (south Asia) as a region is concermed it is
bounded by semi~azid pastoral South-west Asia on the Weat, mon-
soon lamis of South-east Asia on the east, the Himalayas and
the Tibbeatain plateau on the north and Indian Ocean on the
south, occupies a unique geographical location in Asia.45 Dee
to 1ts central portion on the Indian Ocean and the main trade
routes between Atlantic and Pacific Ocean vis the Cape of good
hope or Mediterranian Sea. Before going to deal with Pak's
security it would be, forwe, boqsiblf;o see South Asia as a
whole since Pak is a new nation with new boundaries. We will

puq\h
take up South-Asian security to justify my com:l.ng at the suez



canal and Indian o;:ean. this vsub—contin_ent played an 1mp0rtant
role during the pericd of colonisation. After the 2nd World War
the region again became important to the countries of the west
for the containment of perceived growing communist influence
natiomalist and non-Aligned movement in early 50s in As:l.a.'46
So the western powers tried its best to involve the countries
of this sub-gontinent as an active members of their military

"bloes,.

GEO-POLITICAL SEITING :

Pakistan's geopoliticzal setting is very cruecial and
unique, Between the sea in the South and the 3 highezt mountain
ranges Himalayas, Karakoram, Hindukus, in the north, its Central
position’in South~Asia is accenftxmted by her borders. India lies
on its east, on the south-west Iran, on the north and North-west
Afghanistan Pakistan shares a common border in the China upto

north through ocenied Kaghmir x'egion.'w

Historically, Pakistan has lain on the ancient world‘'s
i»navasi;or; routes as well as the travel t.tail from Europe to
Agia, “The Siik-eRcute? part of this romantic trade and travel
route traversed by the world famous tdurists»Marcopolo. The
Chinese Monke-Fahien, Huen Tsang and Arab historian al-Biruni.*®
Wit ’i«l’ trangferzed is nwﬁfmferned to adl wéather Kara-
Xoram high way which links Islamabad to Kashgar (Pakistan),
Urumchi and other tabled cities of Chinese Sinkiag. The only

difference t oday is that gaily painted trucks and lorries have



replaced the shaggy two humpped 'bacterian camels to sput a

brisk border trade between Pakistan and China.49

Pakistan's Worth-West f£rontier is a part of the mountain
system that is linked with the plateau and hills of southern Iran,
In the north the Sulaiman range runs north and south abové the

50 There is a ccast of 472 miles but because of

Indus plaind,
lack of rain falls it is entirely and the mountaineocus, The
harshness of the natdge probably explains why although many

of the great civilizations had send conquerors through the area
Greek, Arabas, Hindus, Turkistan and Persian and there are few

surviving traces ef]theivbaseage.51

A new frontler was crested from Rann of Kutch to Kaghmir
between India and Pakiatan on the Western side in 1947. This
as well as the Indian-Pak frontier in the east ran through
broad plains and créated immence defence problems to both
before 1571. The northern frontier of India running about 1500
miles along the Himalayas which remained and posed no threat to
the security of sub-continent for long, but suddenly became
élive and active soon after Chinese occupation of Tibbet and
Indo~China war., and thus mountain and hills made it clear that
they were no more vulnerable and no more impassable barrier

where there is a hbstility between the two states.sz

Pakistan does not posses strategic minerals in huge

‘quantities but it has substantial amount of Iron ore, coal mica



magnese, alumunium, magnesiam, ti¥anium and uraniam with fertile
land prbéucing variety of cereals, It is at present deficient
in the énezgy resources, but there are the progpects of further
.resources Hydel, thermeocnuclear, atomic and others. It has
largest skilled and scientific base among all the Muslim world
starting from spining to atomic Reactor, its intellectuals and
techinocrates managing and operating very complex machineries

and systemg of the eceonomice world,

The Gulf

The Islands waters surrounded around the country (terri-

53 The Gulf covers an area of about

tory land) is known as Guléf,
37,000 sg. miles., Between the Gulf and open sea lies the Gulf
of Oman. The length of the Oma¥n ¢oast to the head of the Gulf
is 500 miles it is about 180 miles at its widest but narrows

doewn to 28 miles at the gtrait of Hormua.54

There are 8 atates'namely iran {area: 1,648000 sq. kms,
populations 36,36,5000), RBraqg (Area; 436,466 sg. km., population
12,500,000), Kuwait (area: 17,818 kms., population i1,160,000),
Oman (areas 120,000 sq. miles, pepulation 837,000), Saudi Arabia
(area 2,148,69089 km., population: 7,730,000), Bahrain (area:
363 sq. km., population: 275,000), Quatar {(area: 4,000 sqg. miles
populations 20%5,000), UAR f{areas 32,000 sq. miles, population
8,75,000), All population census based on 1979, éonnected with

the shore of the Gulf. They are very different in size, popula-



tion, resaﬁxcea &nd developments. The PG is the harbininger of
Islam. Majority of the population are sunnis and speak Arabic,
except Iran where majority is snias and speak Persian, Their
governments are headed by Monarchies, Amnirs, Sheikhdoms and
Hereditary families military elites. 0Oil is the chief natural
rescurces which dominates the world eCOndmy today. Phosphate
Gold, uranium in Savdi~Arabia iron, gas in Iran and irag are the
recently surveyed valuable minerals and resources. Beth Iran and
Irzag are agtigulturally rich, fishing md pearl fishing is also
common in small Shiekdams like Bahrain, Dhubail, Sharjah,

Fuzaria.gs

Alllare mostly underdeveloped in all the sphares of eco-
nomies but are picking factly the very mmodernisation and 1hdus-
trial skills, and managerial expertise, But still they are
dependent for innumerable things labour, sophisticated techno-

56 More murprinsingly

logy, goods =nd services over alien states.
for me is that -at home they are £ acing actbte sh,ortage of tech=
niciang, doctors, engineers, sclentists and skills for rational
build up but their own sizeable chunk pf skills over 150,000
‘specialists, including 24,000 docﬁo;a, 17000 engineers, 7,000
scientisté and 200 atomic scientists, researchers are now
immigraﬁta to western states. According to a astudy 50% docters,
- 23% engineérs, 15%'scientiats are now abroad., Owver 70% of these
wéxe qualified experts of internatiocnal levels adding 50, 000 |

Ph.D. holders - Arabs immigrated to the U,S.A, alone. Britain
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is the 2nd absorber of Arab brainas after U,.S.A. In ancient

times Gulf has many names, From time to time peoples of this

region called it with differe;§:§§€ the smsources provided us

with the earliest names far known for Gulf. among these: The

Great sea (Tamtum Rabitum)

(11) Sea of the Risingsun (Tamtum Shagit Shausi);

(1i1) The lower Sea (Tamtum Shaplitum);

(iv) The Great sea of the rising sun (Tamtum Rabitum sha sit
Shamshin) ;

(v) Sea of Chaldea (Tamtum Shamal Kaldi); and

(vi) The bitter River of Bityakin {(Narmarrat Sha Sit Yakin).se

The name Arab-Gulf (Sinus Arabicus) was first used as
far evidence permits to say, by Strabo, the well known Greek
geographer of Asia minor (50 B.C. - 23 A.D). During the aArab
Islamic era the Arab Gulf, or parts of it, were dalled by other
names - as the Gulf of Oman; however, due to the Persian domina-
tion for some centuries many inclined to call the Arab Gulf by
the name of Persian Gulf. Though it is not correct to say as
for the two coasts of the Gulf are heavily populated by the

Arabs even though the period of Persian occupation.sg‘

SEBCURITY, .continuved....

As ideas, events and military alliance and technology
changes 80 does the meaning and significance of boundaries,

Redifining of its territories in new situation when both India



and Pakistan, dgmazcated their land with new international
bbundaries'and thus legitimating their boundary with the
existence of two nation.®® After the 2nd World War, there was
én‘awakening in the new nationg from Cosablanca to Djakarta
from Cairo to Nairobi and beyond, t he African, Asian and Latin
American states shouting and responding to 'UHURU' 'ALLA-HO-
AKBAR and MERDEKA. Pakistan was product of the same which
later established a close relationship with these constella.

tion on the basis of cultural, ethinic economic and ideologi-

cal g:ouﬁds.a1

Since security of a state depends upon a vigilant
frontier and frontier policy and many mighty empires of asla
and Europe collapsed because of mistaken frontier policles and
unprotected frontiers either by not keeping their frontier
intact from incursions or by allowing border skirmishes to
develop into major conflagrations with neighbours.62 The
pre 1971 pPakistan consists of two wings Bast and West, seperated
by the breadth of India a 1000 miles by air and 3 times that
'distanceAby sea. The two parts differ considerably from each
other in terrain, ¢limate, econcmics diet customs, language,
ethinic structure apd traditions. The only unifying factor was

Islam.63

- Thug unlike otherg Pakigtan had 8 boundaries till 1971.
It had inerited many pre 1947 boundaries in the Afghanistan,

Iran, Burma. These are historical boundaries, since they had
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existed before Partitiqn. pPakistan's borders with India may
be described as new international boundaries or ‘Inward fron=-
tiers' as théy\ had not existed before partition, but were the
direct congequence of the division of the sbbacontinent.64
Since 1947 pakistan controls the disputed territory of Jammu

and Kashmir some of these fronticrs had never been properly
demarcated., China is another case in point, even though Pak,
Joined SEATO and CENTO and thus became a party to an alliance
which was ostenciblly directed against communist China, it
seldom if ever, appeared to deviate from the path of good neigh-
bourlyness with ‘peeking.65 Indeed in a curious way, Pak's
desire t o beat peace and maintain good neig’dbourlyness with
thina was given a new urgency in the aftermath of SEATO incep-

tion and US-China equation in early Zoe.

But since her very inception, Pak is involved in a bitter

and prolonged struggle for her gecurity and exiseence.se The
goal of promoting the country's security has been a dominant-
factor in determining Pakistan's diplomacy through out 35 years
of her existence. In fact it is not only Pakistan which seeks
and bought gecurity fram alien and outside region, primary
objectives of every state, big or small, is to safeguard its
independence and territorial integrity. In Pakistan's case

67

this concern has been much exaggerated. No big country, USA

USSR, China are loved by its neighbours, though it may be
feared very often disliked, sometime even rea;;»ected.68 Paki-

stan's security consiousness was tested in mang different ways.



Fortunately Pak's relations with Iran have always been cordial,
with the result that both sides have promptly dealt with any
questions axiuing'between them. This cannot be said about
Afghanisten and India, Relaticrns with Afghanistan have also
been influenced ly boundary disputes involving major territorial
claims. 1In thig case, on the basis of ethinic considerations
adiaaeyd by Afghanistan, Pak's cleay attitude towards the issue
of Pakhtunistan and Durand iinc‘have gongistently been combined
with practical efforts to develop good relations with and to
promete cooperation with that country. But pakistan was per-
turbed in 1947 when Afcghanistan opposed her membership of UNs,
Even the Soviet occupation of Afghanistan made Pakistan nervous
about the potential denger to ites security from across the north
west batder.sg To discuss about Soviet Union, in a new inter.
nation situstion, develcped by its presence in Afghanistan and
its global powers. The shadow of Moscow's policies alvays
influenced Pakigtan in the past due to her nearness with China,
The developnent in the Midile B st and latters relationships with
India slep gave 2n impestus to Pakistan military snd diplomacy
about Russians,

The Soviet Union, though strictly not a neighbour is
nevertheless a neighbourhood state whose importance to Pak as
historical legate of the 19th century buffer gtate systems and
today as a great power in unquestionable. PFurther Russian
occupation of Afghanistan brought them to the borderland state



of Pakistan that is why Pakistan's diplomacy towards USSR has
therefore, always digplayed a special sensitiveness, Firstly,
there was a move in 50's to align Pakistan closely with the

West, through military alliance, It was basically Pak's quest for
security, which caused it to abonden its policy of neutrality of
the eérly post-independence period to enter SEATO and Baghdad
(later CENTO)pacts, It placed Pakistan diplomatically at a
disadvantageous position., Pak lost its standing in the Afroé-

' 70

Asian world, It alsoc alienated Russia.’® Even S8udi Aratia

says it a treacherous énd a foul'play and called Pak to come
back to old fold.71

Tg hot talk about China with its relations with Pakistan
would be unfare since China is the vocal supporter of Pakistani
move and diplomacy over al) the forums and‘more specially its
diplomacy‘in the Muslim world. No doubt China may have its
| own strategies but since later isg a supplier of military hard-
ware, tfaineswand one of the reliable friend of Pakistan having
strategic connebtions with Pakistan through Karakoram and 0
Pakistan occupied Azad Kashmir. So it would be more feasible to
have a look at that because these are the Pakiataﬁi gources of
strength and thﬁought:hem Pakistan could play a significant rol&L)
in Gulf and Pak security. Although initially its alliance with
Usa.plézeﬂ Pakistan in the opposit camp in the 60's Islamabad
edged claéuré to Bei?b. This was a time when Pak was disenchan-
ted with US Pro-Indian moves. Following the failure of Chou-

Nehru talks on Sino—Indian bordér.72



Thirdly, the policy of bilateralism adopted in the 70's
was designed to promote country's security by seeking equally
friendly relations with all big powers. Its aim was £o
- strengthen security by ensuring that none of the major powers
felt threatened by Pakistan, The Soviet Military occupation
of Afghanistan 4in 1979 crested a situation in which islamabad \/
feels the country's security is threatened from the Durand
side, The Pak Government has turned to US :Ebr _t.he security
and sophisticated arms, Pakistan's diplomacy has been pro-
foundly influenced by its location in close proximity to two

global powers - USSR and China.73

As I have told you, it ig seperated by a narrow strip of
Afghan territory, the wWakhan from the USSR, Pak shares a border
with China through the north areas of Kashmir under Islamabad.
Situsted ag 4t is #n a étrategic region on the 1ittora1 Indian
Ocean and acting as a transition zme bstween the middle east
and south Asia Pakistan hes been subject to numerous pulls and
pressures. Its proximity to Soviet Central Asia has been
described as 'Soft underbelly' by the USSR and its cdntig'uity}
with China's sensitive province of Sinkiang and the, Himalayas

region has also imnarted a special significance to Pakistan,

This proximity to states much largerxr than iﬁseﬁ.f in all
the way haé_ produced two effects on Pakistan., First its options

in diplomacy have at times been severly restricted and Pak has



not been in a position to excercise much initiastives. It has
been foxced to formulete responses to developments triggered off
by events beyond its cort rol. To be successful diplomacy in |/
such circumstances, demands great skill and forsstight and judge-
ment, which have not always been forth coming in Pakistan,

Secondly, relations between msjor powers and developments
in the world pelitice have always prodluced a profound impact on
pak's diplomeoy. Thus the ups and downe 4n the relstions of two
super powers, Sino-Anerican ties and Sino-Soviet deslings have
made & deep impresaion on Pakistan's own equations with each of
these states as well ss with other countries. Islamabad has
found ite¢ &1fficult to insulate itself from the global
politicaan*

Rel-tiong with Indiah- ve emerged as a major factor in
Pakistan's 4iplamscy., Since hczf vary inception the pattern
folloved bi¢ Pakisten was thot of "niy ensoy's friend being
my mmg".’s In the last 30 yvears Pakistan has made various
efforts to seck security through a f£alse equation with India
based on borrowed gtrenth and it: hes failed misersbly in
those attenpts. 1t had not iy lost two ware with Indie but
about half of its part, After Simla agreement it appeared as
though utto had 4 cided to develop a Weat Azian indentity
for Pakistan and to disangace his country from the cbsession
with 1ndata,”®



PAKISTAN AND GULF 3

The ideological orientation of Pakistan's diplomacy has
manifested itself in the links it has torged with the ArabeGulf
states in the key fole it has sought to play in promoting Islamic
unity, ILiaquatali in 1960 says in a press club speech "cultue-
rally we feel a natural affiliation with other muslim states
and our relstions with them are of the friendliest, We are
keenly interested in the progress and devalopment of the ME-
Gulf stateé and in their maintenance of independence, I do not
wish you to énter that I am talking 4n terms of powerbloc, I am\///
merely talking of natural religious links, common culture and
identity of interests that exists between the peoples of these
cauntrf&s and our peopled links that will stand the strain of
many a test and will, T am sure prove a stabiti®ing factor in

351&.77

The thrust towérds the Gulf becawse even more profound in
the post 1971 war, when the links between east and west.wing of
Pakistan ﬁas severed, The moves to institutionalise unity in
the Muslim world has also feceived full support from Islamabad.78
But during last 10 vears Pak made efforts to align herself
with Islamic bloc and non-aligned states. The identification
with the Islamic world_ﬁas a continuation of Bhutto diplomacy
and als¢o an attempt toget increased leqgitimacy for extisgting
regimes. Iteg contribution in making the 2nd Islamic conference

at Lahore, 1974, the success was immence. Even otherwise Pak has



played an active part in all moves towards unity undertaken

'by Muslim world initiatives.79

g£rom the shock of the fall of Shah of Iman. It felt that its

The U.3.A. hag not yet recovered

diplomacy towards the Gulf and south west Asia has failed
miéerably and sbviet Union had achieved a dlgproportionate
advantage in the area. The need for a new diplcmacy was urge-
ntly felt and itvwas thought that Pak could play a signifi.
cant role as a 'frontline stete' in the region, Since, Zia-
ul~Hag hases already declared Pak as a back door, to the Gulf and
noted "unless the back door is safe the Gulf is also safe"sgg
The USA came round to the view that building up of Pakistan
miliiary ghould be an essential part of the plan to streng-
then the Guif gecurity. That is why Pak has developed a close ©
relations with the Gulf states after 1871. Por many vears it
has been training armed forces personnel from a dosen count-
ries largely of arab Gulf in her military academy at Kakul

its countér insingency schocl at Quetta and its bases in Sare
godha and Peshswar. It has displayed contingents of its armed

forces in fiien&ly states of the Gulf region.a1

| Pékistan has emerged as a potential military power in the
region, having cordial relations with these Gulf states and an
pro-west diplomacy. After the fall of Shah the state has been
looking for a gulf police man to take and fulfil the US inter-
ests in that region. The US support to Egypt in the light of

camp David degenerated the situation. The gulf states do not



want an active US military involvement or presence in the region
because of domestic compulsions, But at the same time they
wish to maintain cordial relations with it because of their

security necds and Pakistan can.indirectly fulfilvthat.s2

One crucial question would bg)What would happen in Gulf.
Asia after Khomeni's departure from iranian scene. There are
greater chances of Chaos and total breakdown of central autho-
rity., If this happen Pak with its well trained army and support
£rom Saudi;Arabia and the Gulf states might well manage to step
into Tran in the name of restoring central authority and serving
the country in the interests of Islamic world, If it succeeds
Pak would move a step closure to glory it has been marching for

83 And its not only from vwhere Pak can crop up a dip-

all along.
lomatic or military success. It has similar opportunities in

the Gulf states,

But hereby since Pakistan has already rejected the theory

of ‘EFront line State' or ‘Congduit for Wast' and soft attitude

towards and in dealing with Soviets., I think Pakistan needs
time to prepare herself for the role it has to play in the CGulf
region;éﬁ) pPakistan takes every cpportunity to applaud Russians.
It could well be that Pak is working silently for an eventual
approachmentvwith the USSR in the hope that Soviet will take
other ways, when the time come for Pakistan to play the part it

desires in the Middle EBast and Persian Gulf.a5

The only alternative to its Gulf ~ Asian diplomacy is
reapproaschment with India and willingness to work with the late

in protecting and promoting their interests, keeping the Indian



océan, free from super powers presence, On purely objective gro-
unds of geography showed by common culture, history and needs of
econcmy thesge ¢ ause no other option which is more rational

“and immediately available alternative than close ties with India

N
wieh the Gulf,

In summing up Pakistan's security needs very much depends
upon t he gsecure frontiers of India, Afghanistan and Iran with a
closure ties with neighbouring states., Pakistan's potential
will give her an opportune time to act to play &nd to decide
the future course of diplomacy in soverignity, integrity and
security of not only of Pakistan Iut also of the neighbouring
gtates in general and Persian Gulf states in particular,

The degree of Pakistan's relstions with Gulf states will also
aggravate'the degree of successful diplomacy in all the fields

with other states, super powers and with Muslims world.

MILITARY COOPERATION 3

I have already dealt with Gulf-Pakistan and their security
aspects. All these was totally based on military cooperation
between the two, but strategically. Economically the relations
between the two is not well settled due to the market and pro-
duction factors. Production wise, Pakistan is not the producer
of sophisticated arms which they needs technically even pakis-
tan and Gulf is not in a position to help each otherg at least
in these matters., But Pakistan could do something in terms of

army personnels, repair works light arms spare parts, light
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weapons and their training, training for tanks, aircrafts, navey
enginsering and so many other things. Since Pakistan is quite
capable of handling and in producing some of these things, and
since all the heads of the Gulgf states'including Pakistan, f£rom
time to time stated for a military cooperation. On the regional
basis to protect their territorial-sovereignity and for mutual
interdependence in military tems to avoid dependencies on
foreign firms for their security needs. They need for a useful
comprehensive military @rogramme which unfortunately 4id not
come up ye‘t:.e’6 But recently, after 1971 and more specially

orie can say after 1973 oil price bonanza, military ccoperation
with the Gulf states has been progressing steadly. Since then
Pakistan has c¢oncl uded protocols for cooperation in the military
field with Kuwait, Irag, Oman, UAE, Sasudi Arabia, Under thece
arrangements Pakistan is providing training facilities in
Pakistan defence institutions to the military personnel from
these countrieg., It ig also sending its defence personnel on
deputation to these countries for imparting training and
technical advice to their armed forces-personnel, Since 1971,
training facilities in Pakistan have been extended to personnel
from t he cauntﬂes mentioned above and algo to Bahrain, Iran,

87 patas are not very

Jordan, Qatar, Syria, Sudan and PLO,
sufficient and more frankly military transactions between
Pakistan and Gulf gtates are very few, or you can say in its

first generation and coming up steadly and the regional and



'global circumétances has pulled them to come across and tran-
éact with'eadh others. But some ac#iVities in terms of give
and take is i:hei:e. Like few countries of the Gulf importing
light Qeapans from Pakistan factories. And Pakistan Government
has beéntzying continuously ﬁo persuade friendly Gulf states
to invest in expanding weapon industries, The UAE airforce,
which has some Mirage fighter jets has had its French aircraft
repaired in Pakigtan. Pakistan had signed an agreement with
Iran to supply éakistan built 800 TOW Navey vessels to supply
to Iranian Navy. These Cargo yessels are 19 in number. Paki-
stan ig already running a Saudi-Arabian Navy groups building
by French collaboration and Pakistan engineers are helping in
building the new military cities around Saudi Arsbia. Instead
of that Pak has already stationed 2 Pak division (30,000) amm
personnel in Saudi Arabila, Pakistani pilots have been £lying
in alr forces of Gulf states for 18 years and even Omanis has
10,000 troops recruited from Pakistan's Markral coast., Gulf
countries has extended financial aid to Pakistan to buy
weapons, both conventional as wéll as light, aircrafts, ﬁiss~
{les, tanks, APCs, Transport and communic ation systems im |
ingrézgistems for night war etc. Alqne Sauvdi aArabia has

extended kore than $ 1500 million for the same purposes.

Further, under the new Gulf scheme of GLC Pakistan

can play & significant parter role in military aspects. Though



Pakistan, legally is not a GLC member. Aand again it is too
early to say what shape the GLC will take in future ultimately
but the Gulf state form a natural region floating on the sea

of oil and can certainly come together under the penumbera of

Aissdy Feriondle, Cohesyveress dlnd

new congortium, They will have to hasten pool their emence
regources to form a common bulwark of defence in response to
the new challenge, with the possible participation of Pakistan

in that,

PLEK=SAUDL ARMS LINK 3

Today both Saudi-Arabia and Pakistan ge facing a simi-
lar security ptoblem. and both £eel £he need to formulate
responses that are seperate ffom L heir interaction with the
USA. Recent developments have made both the states extremely
nervous, They perce;ve threats to their security to be multi-
plying while their capacity to face the threats alone has
become inadequate to the task. Specially the fall of Iran has
fécussedfattention on their vulnerability. Por both Saudi
Arabia, Pakistan, the shah's fall was a dramatic exanple of the
inability of a QOphisticated'but spotty military arsenal to
provide protection against internal upheavel and external
- exploitation.l Again Pakistan accepted Shahds role as the pro-
tector of Pak security only with considerable enthusiasm and

Shah's depart_ the 1eft Pak feeling hopelessely exposed.

Again, Ayattullah Khomeini's petiodic calls for to

overthrow the regional corrupt and un-Islamic regimes are a



source of major concern. Despite the cordiality of official
contacts Pak does not have a if‘batiafa‘ctory mutuai x_'elations

with Iran after 1978,

Consequently, the cultivation of closure ties with
Islamic nations was amply rewarded when the quadrupling of
oil prices in 1973 gave the oil preoducers economic as well as
political clout, Saudi Arabia in particular with one quarter
of the world's proven oil reserves, not only aquired great
political prominance as enhanced revenues strengthened its
| economic hand hut also because politically vulnerable, With
these developménts a mutuality of needs #urfaced between

Saudi. Arabia and Pakistan that made it desirable to establish

closure ties.

But Saudl leaders remain well aware that their own per-
ception of vulnerability mean with Pakistan's insecurity in the
presance of the Soviets in Afghanistan raises the possibllity
of a two front war. Developing a military relationship ws.th
Pak offers Saudi an intemediate option between relying on its
‘own limited manp&wet and the full force of a US response. In
this context, a military relationship with Saudi Arabia not
‘only offers Pak economic benefits and material assistance
but equally imi;:crtant also gives Pakistasn a psychological
ashift towards its Islamic roots. It also buys a medium of
security for Pak by taking the perceived threats fr:cm the
_'USSR and India. Outside its SOuth—Asianvsetting Islamabad

ig well aware of US commitment to Saudi Arabia.



A saudi-Pak link themhight expand the US~Saudi commite
mént either mpliéitly or explicitly to the defence of Pakistan.,
.Ad.tditionally the emerging bilateral relationship offers a
¢hance of a regional response to dc:mes‘tié and 1nternational
crisis whem USA involvement either is not warrnated or is
a lisbility, It also puts to rest the sentiment that no

nation save the USA/i%» willing to assigt Saudi'arabia.—

The notion of joint security interests was discussed
during the then Crown Prince Fahd's ¥isit to Pakistan in Decem-
ber 1980, The ptince openly declared that Saudi Arabia envi-
slons its security tied to Pakistan's and that any interference
in the internal affairg of Pakistan would be considered inter-
ference or injury to the kingdom of Saudi Arabia, Using the
martime perspective the interests of Saudi .irabia Pakistan and
the USA converse and the strategic teritory ¢£ Saudi wéalth,

US military t echnology and Pakistan soldiers make eminent

sense in terms of Pak security. The precise nature of the
SaudiepPak relationship is unknown. Analysis is that if ﬁhe
Pukistanls stationed upto two combat divigions in Saudi to
gsupport the defence establishment there, the effect on US
national interests in Socuth.west Asia (Gulf including Pékistan)
would be salutary. The relationship is certainly aévantageous
to &Kaudi Arab and Pak reep military, political and psychological
benefits as well. In the ghort term, the enhanced i:egional

stability that would occure from such a relationship would af-
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ford the US and its allies access to the needed oil but in
the long run, Us‘iﬁtérests would be better ﬁérverﬂ.by none
military meang., The extreme vulnerability»of the oilefield
and the great difficulty of resting them to dpezatioh once
damaged point to a pretered policy of oil 1ndepeﬁdence. But
untill that policy cén come to frution, the US must be pre-
pared to respond with military forces in peace, crisis and

war, &8

| The military zelatibnéhip will have a significant, if a
sctmewhat different; impact on Pakistah. It will offer Saudi
patronage which will underwrite Pakistan securiiy as it also
after legitimacy for ?ak's Iglamic credentials -~ a main theme
Qf its current policy apecificaliy, thé ielationship will most
likely have the following effects. |

(1) It offers a sustained economic becogt to a country that
is consgtantly in need of financial assistance. Saudi Arabla
could help of set the costs of future increasses in the prices
of oil which in 1960 alone amounted merely a billien dollars,
BEqually important is the prospect of ingtitutionslising Saudi

economic assistance, which has been generous but sporadic.

(2)  The Saudi connection offers the attraction opportunity
of moderniziﬁg the Pakiastan armed forces. ﬁy tying Pakistan

to Saudl security,Pak increases the possibility of securing



sophisticated US weapons system because of America's declared
policy interests in Saudi stability. Quite apart from the
advantages of épaating.rakistan's aged weaponary, the pPak
military may benefit in the sense that they now have access
to US military technology. ?sychologically. Pakistani policy
makers can bxeak.out of the "Seige mentality" that surrounds
thelr search for ways to increase their military preparedness.
Even if modernization does begin immediately, Pak by training
on the complex US equipment that the $audis'will buy, be ready

to usa the equipment when they can purchase it themselves,

(3 The Saﬁdi relaﬁionship hands the current Pakilgtanl
military gévernment a popular issue., 2.,A, EBhutto had sought
clcser relations Qith Saudiuaxabia and had sanctioned increases
in the number of military advisers to be assigned to the Saudi
avned forces but the Saudi monarchy remained suspktcious of
Bhutto's stated socvialist credentials. ‘The exacerbation of
rogional problems which led to active Saudi interest in stron-
ger military ties with Pakistan come after Bhutto's fall £from
pover and Gen. Zia has been the major beneficiary. As & member
of Bhutto's political inner sanctum in the PPP put it "Even

God seems tc be on Zia's side, He has been very lucky".

(4) From Pak's perspective a Saudi connection increases
‘security ncot only in military but alsc in diplomatic and
political ways. It serves notice on Indian and the Soviet

Union that although Pak may nct bs a mateh for either one



military it now has a powerful ally with economic and political
clout.» The cost of any attack thus becomes higher than it
has been in the recent past when Pakistan's only friemd was
Chinsa Ehat was militarily neutralised into inaction by the
USSR. Bven the informal ties that bind the Islamabad - Riyadh
Washington axlis have significantly increased the complexity

89
of the strategic calculus of the region.

{2) CONOMICS ¢

Untill the Indo-Chinese war of 1962, Pak's diplomacy was
about subservient to the interests of the wogtern powers in
the South-Azian region. Ir Pakistan's official perceptions the
USA was to be a ‘gependeble ally' which could provide the
country with much reguired econmmié aid and fulfil its econoc-
mic needs., NAs regarfls relationship with the qulf muslim states
- the ceneral mirconception was that the bond of Islamic brother-
hood alone was strong encugh to withstand any external pressures
and disputes. However the reality was that in the newly indep-
endent Arad countries, not withstanding its Islamic postures
and overtones, Paks total involvement with the excolonial powers
was looked down ﬁpon with sugpicion in the Arab world, Wwhen
Pakistan joined Western alliamces in 1984-55, the Arab states
regented it and called this grouping a neo-colenisation

movement to cause dis-unity and divigions in the Arab szld.go

'On the other hand the possibilities of Pak playing any

significent role in the Arab and Gulf world waz greatly reduced



by the emergence of Nasir as a Hero of the Middle East and
Third World masses. 1In any case Pakistan's "National Vocation"
did not go alongwith Nasir'g secular and Arab-Nationalist

i&eals.gl

A new shift in Pakistan's economic diplomacy with the
Gulf came between and 1971 onwards, One can say under new
Pakistan and when Bhutto took coffice in Dembmber 1971. He
had before him a large number of considerations in formulating
:his new diplomacy towards Gulf and Middle Bast. Besides after
the break up of his atate as a 1971 war, Bhutto seemed con-
vinced that his country's geographical orientstion was more
closely connected with South Western part of the country, that
is Persian Gulf, And only this consideration could glve Paki-
stan a semﬁianee of balance with external or any other regional

threats.gz

A drastic change in the Gulf»regionﬁ itself went a long
way to help Pakistan to get a firm footing in that region.
As regards the oil wealth indication were clear that the
hegemony of foreign oil companies would end soon and the
Arab country's would excercise soverign r ight over this scarce
and strategic resources. In these circumstances it was natural
for Pakistan which was passing through the worst kindrof eCO-
nomic and political cirsis to try to exploit the situation

and seek a fresh entry inte the Gulf Asian tegion.93



By that time the second Islamic Sﬁmmit was held in
L&hdte 1974, it had become absclutely clear that Pakistan has
big future in the Gulf World. Since then Pakistan has been
conducting its bilateral relations with Gulf states, primarily

in the frémework of Islamic conferenee.94

This inaugurated the maturest and the most creative phase
of Pakistans relations with the Islamic states. The present
strength of thewe relastions derives not only from Pakistan's
abiding dedications to Islamic solidarity but also from their
being based on principles casually conceived in the light of

the objective situation. These principles aré (quote)s

(a) As Pakistan does not view Arab nationalism or the nation-
alise of Iran, Turkey or any other non-~Arab Muglim state
as any more antithetical to Islamic solidarity than
Pakistan's own nationalism, so the Muslim state should
not consider Pakistan's ideological outlook as obli-

vious of their national aspirations,

{b) Pakistan must remain scrupuletsly impartial in any

inter-Arad disagreement and disputes.

{c) Pakistan must follow the principles of bilateralism in
its relationg not conly with the great powers but also

with the Islamic states., *
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(d) It follows that pakistan seeks to establish fraterml
| relations with Islamic states irrespective of their
political systems international alliances ideological

affiliations.

(e) Relationg with the Muslim states mugst not be based
merely on intent and platitudes but be buttressed by
ingtitutional means for greater ccoperation, bilaterally

or at international forums.

(£) The Arab cause must be projected as a just cause
deserving international concem on moral humanitarian
and diplomatic grounds and not as parochial issue of

little interest to the non-Nuslim world.

(g) Differences between the o or more states must be
resolved bilaterally or if negotiations fail through
the good offices or mediation of other Muslim states;

singly or collectively.gs

SCOPE_OF RELATIONS @

The scope of Pakistan's relations with Muslim states
and the degree to which they have been consolidated since 1971
can be judged from the following facts :

" (a) The historic convening of thé 2nd Islamic summit cone
ference in Lahore 1974y under the sponsorship of the

late Mr. Bnutto and late king Faisal.



(b)

(e)

(q)
{e)

(£)

{g)

(h)

(1)

The establishment of joint ministerial commissions for
processing co-operation in various flelds with Gulf
and Middle East states including the joint ventures.

Protocol for co-operation in the military £ield in the
field with the Gulf states.

Boonomice asgistance for Pakistan.

A phenomenon increase in Pak's tradew ith Gulf states.

Arrangement for technical assistance and employment
of skilled manpower f£rom Pakistan in various Gulf

States,

Regular ekchange of visits at the summit levels as

well as at the ministerial level with Gulf states.
Contracts at cultural and popular levels; and

Arrangements for s ystematic co-operations with Gulgf
stateg in international forums leading to the adop-

tion of common position on various global issues.96

Pakistan and the eight Gulf gtates belongs to a single

comminity~.Islam., Nevertheless various historical and geo-

political factors have kept them apart, But there are grow-

ing feeling of unity of aims and objectives amongst the Gulf

~ with Pakistan realization for unity has also taken the challe-

nge of co-operation in respect of economic matters.
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Since both belongs to the underdeveloped‘ or developing
_thiia world in all the}ays of economics for that economics
they were totélly dependent ovef the external sources. For-
tunately, some of the richer states émang ﬁhem, atleast in a
particular sector ¢of economics -~ energy, labour technology,
skills raw materials and like that raealized their long lost
duties and responsibilities after Léhote Isiamic conference
in 1974,to help the less fortunate brothers like Pakistan
and vig-a-viz Gulf states to come up from t he economic bottle

necks and the vicious uirclés(

As for Pakistan's lone case is concerned after 35
years of her independence it has still £find its national
identity and integrity. and 80 long a country's integtity
and sense of identity does not strike to the masses the ’

7

prospect of a bright future cannot be encouraging.g These

factors are not very rooted in Pakistan. Regionalism group-
ism and fear psychosis from external pressute and for their
territorial sovereignity always ccmpﬁeﬂed them. And to be
very frank, £ ew states has been 80 congronted with a grawe
c¢hallenga on the narrow of its creation as Pakistan was.
Economically the Indian econamy was grown as A single uni-
fied entity with its concomitant regional specialization and
interdependence, Partition gave a rude shock t6 the eco-

nomices of both the departing nations - India and Pakistan.ga
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The Partition left Pakistan stronger in agro-economics
while India in industrial economics cempared to its population
Pak got a surplus of production in food grains and two
important commercial crops - jute and cotton. But both
India and Pakistan suffered economic loses as a result of
the disruption of the complementarily batween maw materials
and industry, between product and consumer. In the lond

) O
run probably Pak was greater losser.g"

But in later part when Pakistan fully recovered and
reached upto a stage of economic take off in certain £ield
of econmics ~ gophisticated technology, managerial, technical
skiils- infra-ptructural bases of transport and communication
.banking and market services and after a new diplomatic
exchanges with Gulf states was in a much better position to
play an economic role. Its diversification of trade and
economics also helped a lot in that way. Geographical! -
nearness, strong common ties as I have written e arlier
brightened the future prospects of increasing econcmic inter.
dependence between the two region - Pakistan and the Gulf,
The rapidly increasing Gulf states economics to absorb the
external labour, technology skills, services constructions
hag also brightened up after the messive oil money surplus
1973 onwards. They are on the modernization and industria-
ligation spree to build their states and a new Arabian empire

with modern t echnology, services and western standard of



living gy, And for that billions and billions dollars

of contracts, joint ventures, build up, services in diversi~
fieﬂ field of ecconomics., Starting from water technology to
reactor and aircraft engineering, sateiite landing pad,
housing, shipping, banking, dams itrigation cannal aercdrams
trasnport eomplexes,marketing complexes and industrial cities,
and industr;es based on petro-chemicals has given to various

to variocus atates of developed and developing £ates,

But for these things economy needs certain infra-
gtructure, enexgy, transport and communication, technical
and managerisl skills, actual and potential markets for raw
materials and finished goods., As I have told you that all
these factors are scarce in Guif econamics they would have to
depend upon bthers for its economics needs for build up and
industrialization. In that way Pakistan can do a lot in the
development of Gulf states due to her vast «onomic resources,
1nfras£:ucture, technoleogical and scientific build up,
~ skilled semi.skilled man power, economic capability and as a
fast emerging economic bloc of produce stateg of technical

goods and s&rvices.loo

Pakistan is quite capable'of making several sophisti.
cated engingering projects like cement sugar textile light
engineering, toecls and machines workshop equipments, defence

goods light arms and 1like so, Beside these the wider sectors



- 62 =

in which Pakistan can prévide ﬁechuology, know how and exper-
tise and coﬁa\iltative services to Guvlf_ stat:eé xes textile,
,1eéthér'gobds¢ fish and £ish pracessing, construction, ship
buiidiﬁg, sugar aric! cénént plant, .pawer generation, air E::a.ft_
engineéring, iight arme, light engingeting goods, wbrksho;:
tools, }maéhines, textile maehineiy, road and transport equip-
ment 8 énd so on., Except that Pakiastan can extend her consule
tative services in managing afdministrating and operating var-

10
ious corporations, husiness houses, secvices and so on. 1

But in the absence of well plamned diplomacy and poli-
cies these t hings have not been achieved as all the time was
warranted by the belonging states., Of course therewas ins.
tances of regional c¢o~operation on a émaller scale in various
areas, _sdme of these regional g roups a» based on regional
groupings and affinities like R.C.D, and Islamic secretariate
now known &s organigsation of Islamic coz;fetmce, hag been
established &é an organization representing all the Muslim
states. of the world, Most recently established Arab Gulf.
cooperation council féGEC) isz the latest step to forge
clo.éure economi.¢ and security co-operations among the reg-
ional Arab CGulf stataes with the possible future of Pakistan,
Participation as an ex-Gulf territorial state, if not dir-

ectly then indirectly. 102

A detailed Pakistan~Gulf states economic diplomatic

-interactions will take place in my coming pagesvhen I will



deal with varicus t ools of interdependence like trade aid

and assistance, joint venturesz contracts and constructions

labour and other interdependent transactions between Paki-

gtan and Gulf and Gulf viz-s-~viz Pakistan, Then whole idea

would come up but before that I can brief up Pakistan's eco-

nomic interest in the Gulf as follows :

(1)

(2)

(3)

(4)

The feeling of brotherhood among the Gulf-Asian states
and Muslim states as inculcated by Islam, which cuts
across the barriers of geography mce, c¢olour and lan

uage.

As a result of particular background Muslim Gulf
states are dessér&nus‘of'evolving independent identity

and social, political and economic system.

The most of the Muslim countries are either geogra-
phically contigenous or in ¢lose proximity with each
other to transact economic and security independen-

cles,

Greater cooperation among Gulf-states with Pakisgtan in
various economic fields in hoth-deshtous and probables,
The volume of trade and activities are small at
present but can increase handsomely efter and under

the of 1974 Islamic summit conferencerand



- 64 =

(5) Lack of diversification in the econany is an important
reason for the smaller economic trade and transactions.
i€ positive‘stepseare taken by both te overcome the

. various contraints faster economic growth and diversi-

fication is possible, 103
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Chaptér - 111

PAKISTANS ECONOMIC DIPLOMACY IN THE GULF 3 TRADE

Beonomic diplomacy is a major element in contemporary
international relations and many states have set up special
unitg in their foreign office for dealing with the economic
aspects of foreign policy, Big powers have developed global
economic interest specially as givers of economic aids and
foreign aid constitutes one of the most important aspects

1 But there is a marked differences

of their foreign policy.
if one is taking - about the diplomacy. Today's diplomacy is
no more what ib uged to be in 17th and 18th century. But it
has happened gradually and it adjusted it self to the changes
in domestie and international politics. Deiplomacy is a -
continuous process and even modern diplomacy is changing
gradually towards more sOphisticaiion, statistics, economics

and with new revelatians.z

The contemporary diplomacy is the diplomacy of eco-
nomics and tools like - trade, aid and assistance, manpower,
joint ventures, contracts services. Economics i3 a academic
science, Its subject matter like manipulation of material
resources byfan, pervades the whole 1ife of an individual as

well as the state from its very beginning to infinite and



the entire fabric of a soclety under every conveivable
condition., The theoretical laws of economics, & re, therefore,
bound to be influenced by f actors that effect the iives of
individual and societies., There are the historléal heritage

of political, cultural and material institutionu.3

In case of'Pakistaﬁ as I have said earlier, just
after her independence Pakistan started searching for a
closare relations with outer world beyond her - borders,
nelighbours and regional states, Since her economy and admi-
nistrative set-up was severely damaged due to the imbalanced
division of the sub-continent, Its economics, agriculture,
industry, raw materials, markets, external trade, services
were completely mared, until she develom a new strategy.
Sfince then to the 2nd liberation in 1971, the Pakistan eco.
nomy accounted significant changes in all the ways - infra-
structurally, technologically trade and commerce wise diver-
sification of trade and domestic economy with a firm confi-
dence in herself, Roughly I can divide that period into

three phasess as ~

(1) The earliest period 1947-.54 Qas only the period of
forging closdre relations with all the states with special .
reference to £he Gulf Muslim world.  And in fact Pakistan
derived its strength and idealism of the liberation movements,

from the Pan Arabist movements or - nationalist movements -
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throughout the third worlg. The urge among the Pakistan's
to cooperate activiely with the rest of the Muslim world,
including the Arab, Gulf - Asia, in the fields of economics
was boldly aémensﬁrated by new state of Pakistan in 1949 in
world Muslim ednference arranged under the ageis of 'Motmar-
al-Alam~-Al Islamic', This attempt.wasvbloesomed fully in
1974, Feb, in 2nd 1977 Islamic conference held in Pakistan,
which was attended by 39 states of the Gulf, Middle Bast and

Musglim countries of the wnrld.4

(2) Second perioa 1955-87 was the period of whem Pakistan's
xrelations with the Arab ététes reached their lowest eBb.
Chronologically there is no, demarcation between the various
phases, however, between these two, the lst one was towards
the Isglamic solidarity while the second onewas for loss of
momentﬁm and disappointed relations with the Gulf « World.,
The lack of leadership after Jinnah and assasination of
daquat All Khan is 1951 resulted into slovenly diplamacy to
cultivate a greater and mature economic relationship. Aand
that is why'Pakistan failed in her diplomacy in 12 nations
conference held in 1952 to forge a diplomatic efforts. More
disappainment came after Pakistan's effort for 1950, world
Muglim economic conference and in 1951 session of ‘Motmar-al-
Alam~ Islamic'., Pak was more disappointed when neither the
Arabsz nor the non-Arab Muslim states were enthersed over the

Pakistani idea. Aactually that was not the very mature time



for such an idea for economic Cooperations due to their
ﬁolitical compulsions, domestic as well as external. King
¥aronk's notorious remark that, "Pakistan believes that

Islam was born in 14 Aug. 1947" had been most unkind

through out pakistan and the Muslim world. Even president
‘Sokarno of Indonesia took many years to recover from his rage
at Pakistens stance of moral and religious material super~
fiority over other Muslim states, We want Pakistan as a

friend, not as a leader® he atntcd‘s'

The differences among Arab - regimes, the national
pre-cccupation of Iran and Turkey with the threat posed to
them by the stalinist policies of the USSR immediately after
2nd world war and the divergent concern of the Arab world
with the operation of western imperialist forces were fadtors
which could not be ignored. The betrayal of the British and
French's pledges given for an united and independent state
in th® wake of the collapse of ottoman empire rocked the
Arab hearts and minds, They were confronted with the imper-
ialist division of the Arab world into¢ sphares of influence,
and atill the substantial western colonisation in some Arad
landg and the installation of Israel as an out post of imper-
falism in polestine. ' |

All these causes were accentuated when two mutaally

. : one
unrelated developments occured in early fifties. On the/hand



the Arab world experienced Nassirism articulating Arab nation-
alism and Arab unity and expounding the themes of anti-
imperialism, anti-colonialigm, secularism and non-alignment,
on the other hand Pakistan went under increasing compulsions
to butitess its security, with western military alliances,

The result was maladjustment between Pakistan and Arabs inc-
luding dominant Egypt. But brought closger to the non-Arab

states of Iran znd Turkey.

3) The 3rd period began in 1958 when Pakistan ultimately,
under her new military tnlet Mr. Ayub Khan, joined with her
most powerful ally USA. At this time Pakistan improved her
relations, atleast a little bit, with Muslim Middle Rast,
through her diplomatic maneuvers and Suez crisis boon. Between
1958-63 Ayub Khan visited so many Muslim states to remove the
alliance misunderstanding and to get legitimization of his
military regime. There was no bilateral cooperation in par-
tant fields. The country's foreign policy lacked an under-
standing of the link between political and economic relations.
Despite that the Gulf had the collective potentials of emerg-
ing as an independent economic power, no efforts were made

to prepare the grounds for collaboration in the economic
asphare, It was a periocd of exclusive orientation t owards

the western consortium in economic planning. The low priority
given to economic and commerciallies with Muslim Gulf world

are reflected in the following pages. From the low quantum



of trade and economic transsctions between Pakistan and the
Middle Bast economies. Despite the warmer contacts with
the various states the mutual understanding with them on

politicsl issues remained tepid for a number of y&au.s

The breakup of Pakistan again in 1971 had crested s
big question for Pakistan, economically. Pak had not only
lost her half terutory: and population but a fertile land,
‘market, raw materials even the economic infrastructure of
Pakistan was completely shattered. The new Government of
Z.A. Bhutto, took its bearing in the changed circumstances
and con@luded that the psychological and material needs of
the new Pakistan - dictéted a renewal of mutusl understaiding
and ccoperation with the Gulf world. Within 3 weeks of
asguming his office as President, Mr, Bhutto visited Kabul,
Iran, Turkey, Morocco, Tunisia, Algeria, Libya, Egypt, Syria,
mmd few month later in Maye~June 1972 he travelled to 12 other
countries including Sauvdi-Arabla, Kuwalt, UAE, YIran, Lebanon,
Jordon, Somalia, Ethippias, Sudan, Wigeria, Guinesa and Maugi-
tania. This tovr was primarily aimed at establishing direct
personpel contact at the highest level with the states of the
Muslim world and more specially with the Gulf-Asias, and
£inding the support vitally needed to enable Pakistan to
£ind its feet after the cata clysun of 1971.7

The promotion of Islamic solidarity has been a che-
righed goal and cornerstone of pPakigtani diplomscy. According



to Pakuﬁn'a 1973 constitution the promotion of this ob.
Jective is a constitutional obligation of the country.
Article 40 of the conatitution of the Islamic republic of
Pakistan (1973) lays down as a principle of policy that:
“The state shall endeavour to preserve and - strengthen
fraternal relstions among Muslim states bued on Islamic
unity? that is why Pakistan is playing major role in giving
concrete shape to the concept of Mualim unity in the forum
of the organisation of the (Muslim unity) Islamic -~ confer.
ence and its organs and agencies, such as the summit cone
ference the IFMC the Islamic Secretariat, the islamic

solidarity £ind and the Jamusalem committee.®

STRATEGY POR COLLECTIVE PROGRESS

It look 8 years for the Muelinm states ts meet £rem
the time when the general idea of a2 ¢onmen st:ategg for eco-
nomic development and industrislization was mosted at Labore,
1974, Peb, 24, The conference pioneered the move hy sett-
ing vp an 8 member cowmittee to plen for eradicating poverty®
endling ‘exploitation of developing states by the developel and
 for regulating the supoly of rew materials and import of
manufactured goods and know-how" by ths Islanic states,
cince then, every conference of IMMC beginning with fram
Kuala Lunpur, June 21.23, 1974 has been consending the ideas

which are reflected by 8 nation economic committee which



expandéa and later become the Islamic'éahmi,séibn for economic
cultural and social affaifs. At theér Iatmﬁbul (July 13-15,
1975) ana 9th at pakar {Senegal - April, 24-28, 1978) thev
ICFM went into grest details to urge a new international eco-
nomic order”. andvfor'the advancement of the induétriél
restructuring of member states. The principal malaise plagu-
ing the Muslim world in the industrial sector was 'cbrrect'iy
diogon{sed and remedies .spell out, Industrial backwardneés
is common to all Muslim states, It would be recélled that as
many as 14 states ére among the 2.2 designatéd sﬁateé by the
UN as the least developed state of the world are Muslim.

($150 p/C income).?

High 1lighting the central pioblema faced by the fledg- |
ing industrial framework of the Gulf states, t he Islanabad
conference pointed out that Muslim Gulf states not only poss-
essed manpower but also adequate finaneial resources. How-
ever t hey lack sophisticated technology and higher skills.
They are éxtrenely rich in oil and their trade routes and
lanes giving passage to the tankers of advanced world. Japan
the formost advanced world depends vpon the Gulf for its oil,
Western Eu:oﬁe which includes the world's most richest states
NATO and American dependents in this the NATO takes 60% oil
from the Gulf., Rich and powerful states have threatened the

use of force to ensure continued oil supnlies., Super powers



presence in the neighbourhood in the shape of military beses,
have separately effered their proposals to internationalise
the regime of the Gulf, A number of external interests are

gradually putting forth their own point of view,

In this circumstances the Gulf stateg themselves have
got into a new position. They have realized this and have |
made an objective analysis of their sgituation., Their own
priorities, which centres the conservation of oil, its equit.
ableée and fair price in the market and accelerated growth of
their economy must take precedent overall external interests,
The last move 0f the Gulf states will not only secure them
against the uncertainities of international politics but will

also contribute to the stadlity of the entire region.1®

Inspite of these problems, the problem of rapid
industrial progress in the Gulf states and Pakistan, centre-c
on a 'success ful footing manpower backed by resources with
technology and know-flow. But as it so happens technology
and know-how are acquired by western states for 100 wars of
knowledge. Despite talks and resolutions at the special
sessions of the United Nations and Northsouth dialogues about,
'NIEO' the redressing of post war economic imbalance and a
‘massive transfer of technology' nothing spectacular has
happened or in most observers opinion, is likely to happen.

The Islamic conference thus reflected the consensus in the



Muslim world about the imperatives of pooling their resour-
ces, sharing their skills or jointly exploiting and profit-
tng by what ever industriasl investment potential they possess.
It was agreed that the Islamic world's financial resources

and technological knowehow if rooted on scientific lines
could refurbish their industrial econcmies. Moreover, jointly
they could also concert measures to tacle the situstion cre-
ated by oll prices, western technology import and infrastru.

cture, 11

For this purpose Islamabad conference decided to set
up @ follow up commottee and a task force to prepare studies
and feasibility mports on viable joint ventures for financial
support from the OIC states. Further a 21 point programme
was algo agreed upon to accelerate indugtrial ceoperstion
and development aimed at, “"collective nlfoxeltancg of the
Islanic world. "The plan follows the, 'plan of action'
incorporated in the Mecca declaraticn anounced Suring the
third Islamb sunmit at Mecca, Talf, in Feb. 1981, The task
force and the followup committee it was explained would pre-
pare studies for prioritigs areas. They alaso talked of
consumey association, on the line of OREC to bargain in the

comodity market, 12

SLAMIC STATE ONOMICS: 4

What is an Islamic state end society today must mean



that development of ideals and institutions of that period
vhen Islan existed in its prinstine puru:y.w In the early
Islamic comunity there is a strong tendency to the complete
identification of state and commmity. D.S., Margolionth
says, "Althoughwe are opt to think of Islam as a religion,
it is probable that the prophet thought it rather as a
nation, "% 1In primitive semitic 1ife God and tribesmen
were one. To change once God was to change of nationality
would be to a modern westerner. The prophet replaced the
tribes as well as tribes Gods by one nation and one God.
Religion, therefore, became the basic bond of the new Islamic
community. A community thus built was the institution of
worship and associated religious ceremonies and precepts

appealed to the deepest human interests. 15

For pakistan .uhich is over whelmingly Muslim, it
should not be surpriged that he® national 1ife and ideals
ars fashinated by the ideoclogy of Islam. The Pakistan bel.
ieve in gertain eternal, spiritual and ath_ical values which
are drawn frem the fount of Islan, Islam has over the cen~
turies provided for these peoples the inspiration to dreanm,
the energy to actualize their dreaming, and discipline to
keep personal ambitions within the bound of over all natio-
nal goals and general social welfare. Under the influence of
Islam and on the basis of their own historical experiences
in the sub.continent, the Indo-Pakistan Muslims had developed



& tradition of lpyalities emotional disciplines. In the
result what.evgr ’chéy could do or achieve in the realm of
national progress or cmtrimta to the promotion of human
welfare they could only but by invoking this tradition, For
them, °'No morality' exists which does not find its ultimate
sanction in Islam indeed theix moral categories are solely
and basicaly derived from the teachings of n-lam; Yor Paki.
ktaa thezegore; the only enduniing policy which can ensure
justice snd morality in her activities, both in this and
without can be the one which is based on the transcendent
Islamic ideology. 16

0 _‘cs>xs SLAM 4

[ 4

One and ultimate aim of each and every economic system
is to achieve maximum development for state, society and
individual through steady economic developments. Whether
the aystem i=s capitalism, communism or emerging powerful
Iglamic economic system. The whole xsiéutic systenm is baged
on faith and mutual trust with confidence in one another.
Thesge are unavoidable, ptaurequiaitt._es for human growth and
mai:urity. In Islam economic activity is only a section of a
much larger canvas which is dominated by the t win themes of
pasic dignity and worth of all findividuals implying a universal
obligation to care for others interestsp as one does for him.
self and universal obligation to do justice.



The believers, éccording to the Quran are each - others’
protectors., The principles of basic -~ dignity of man, his
being part of a universal brotherhood and the absolute obli-
gation to do justice and to stand up for justice cuts across
the gordian Knot of the problems of inter-relationship of

power and justice of the western traditien¢17

Living in a prosperous but in many ways unjust society,
once Karl Marx remarked is a bourgeoisie-prejudice, Justice
has always remained a problem whenever men have made laws and
power has found ways to make an alliances with justice. Acco-
rding to the Quran all power must at allt imes be subserigent
toe juséice. And it 18 the duty of every Muslimp to submit
to the judgement of the 'Shariat' and fed no constraintor
tﬁreat. While emforcing justice and implemnenting the con-
cept of brotherhcod of believezé, Shariat will brush aside
all pdwer vwhich restricts thebpez’ation of these principles.
It was this principles which prompted Abu Bakr the 1lst caliph
to saﬁ on the occassion of assumption of office; "Verily the
weakest amcngst you shall be strongest in my eyes till I getv
him his due, and the strongest amongst you shall he‘weakeat

in my eyes till I exact from him what is due from him“.le

According to Quran, participation of in economic
creative activity is obligatory for every Muslim, They -

are also expected to work hard and to use good things of life



and to be gratgful to God for hisg blessings, because Allah
increases his blessinés to those who are grateful. Waste

and demonstiation are totally prohibited. The impartance

of tﬁis p:inciple becomes c¢lear when one realizes that the
strongest criticism of contemporary Marxigm against capita-
lism in regard to this waste and demonstration. And in regard
to the item produced and non-utilization of a large guantum
of that and again in terms of unequal unjst distribution and
uge. One persen»beliéves in ostentations high living and
another barely sarvives.in a condition of extreme poverty and
deprivation, Basically the same criticigm against socialism
canalse be levelled, because there is also once a person has
earned his wage he can do what ever he likes, waste of hard
earned wages on alchohalism is a special problem of Russian

economy.19

But in Islamic economics every one is entitled to
ghare in what he earns., HNo one is pemitted to withhold all
that ‘what he earns. He can use that to please himself and
not.fat'wanton public display. But providing of opportuni.

“ties to all is one of the primary duties of state. At the
root of the suceessfully operating Muslim community is the
general awareness in the individuals of the great-obliga.
tions that are placed on than in accordance with their abili-
ties. The duty to act morally is primarily that of every ones

and the duty of the business of ruling agencies, is to act in



aid of the individual to use the posaibility of moral life
for him, But a Musiim, individual or state's, duty is, under
a convenfant that he would struggle for establishment of
Islamic order of justice, aquality and brotherhood, with his

l1ife and all worldly belongings.oC

Islam is a complete way of life that teaches tolerance
and forbearance towards other - religious and ideological
systen& and societies. It opposes to impose their ifdeclogy
upont others by force and even it can not tolerate to imposed
by other ideclogiecs and thely systems., Ideologies have their
own place and importance and I believe ideological differences
should be pacified through & pacific means and should be
fought on ideological grounds not by force of aims shecles
and fellers or to impose in on other like soviets had done

in quhaniatan.m

In the same patternas international economics and its
divergities and imbalances should be cleared out therough the
unified attempt of all the astetes and sociefties. Since
Islam believes in Islamic brotherhood its international eco-
nonics -« project the same printiples as it for her (ndividuals
for a better economic order - just and understandable for a

prosperous and happier tommorow.

PAKISTAN ECONOMICS 1

Like any other ncn-oil ptaaucmg developing country
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the economic development of Pakistan has been constrained

with the ghortage of capital, surplus labour force facing dis.
guised unemployment and persistant deficit in current sccount
balance. During the decade of 50s and 60s Pakistan economy
tepresented 8 period of sustained econemic growth. Agricul-
tural output increased at an average compound rate of 5% with
ups and downs in between., Industrial output increased by
approximately 10% per annum.22 During the 508 the per capita
income and other things were unchanged due to population
growth 2,5%, But the Ayubian exa or 60s witnessed a sudden
economic bulld up in the ways., In lOyear period the econamy
grew faster rate than ever precedented 5.4%, lorge scale
manufacturing sector - 10.9%%) manufacturing as a whole of M
and agriculture 3%. Economy also went under important changes
agriculture which had contributed 56.1% of GNP in 508 accoun-
tdd only 45" of GNP in 1968469, while the share of manufac.
turing is GNP went up from 8% 4in 50's to 12% in 1968-69,

The share of lagge scale indusatries which accounted 45% of
total manufacturing in 1954.55, shotup to 71.4% in 1968.69
which shows the measure of industrialization achieved in the

country is e short petied,za

The period 1969 onward was a disaster politically and
economically. The economic growth which was achieved during
the Ayub era with massive aids, assistance, concessions and

borrowings from abroad started influencing the Pakistan's



economic health.with Ayubian overthrow the economy started
facing 'tegiehal mequvanty{ias)' in variocus economic matters,
genersted by the Ayubian strategy of develmem. Lastely
the result wés the upﬁxaﬁidn of Bangladegh -~ from main land -
Pakistan in 1971. Due to the seperation of Bangladesh -
Pakistan deprived of a'umeabl;e market for ita pxcauctionn;
The historical slacing of Pakistan alzo brought inm a Aifferent
position of adjustments in domestic and international econo.
mics, And was'thia fatlgure which primarily responsible for
bleak economit success of Bhutto's Pakistan. The Annual
growth rate of Bhutto's economy during 197077 was a8 misear-
able 3.1% which was barely 3% of the population growth rate.
Last years economic development shows much disastrous condi-
tion while the growth mte was only 1,46, Sectorwise the
growth rate in agriculture was 2,2%; in constzuction it was
minus,«0. 1%, The country had over the years become deficient
in food supply and goofl grain imports stood in 1976.77 at

2 million tonnes, further straining the already scarce for-

elgn exchange usou::vceac‘u

The present government has much better record in res.
pect of economic growthr ate in her 4 years of operations.
The average annual growth rate of GNP course to 6.4%, The
grovwth rate of 1979-80 and 1980-81 was 6.2% and 7,6% res-
pectively. There has been a gizeable increase in agricul-
tural production 6% specially in wheat and cottony and



industyy B, 1% compared to t he annual average of 1.6% and

2.8% respeetively during the 1970-77, Bhutto pericd.2® The
rate of in¥lation, judged by the whole sale prices index was
1imited to a single Aigit affair in 1979.80 vhile in terms of
the consumer prices index it was 11¥%. In 197%.80, export
financed only 4% of the ecountry's imports, in 1980.81 this
proportion rose to 57,

In its entire history of 3% years, Pakistan had a
favourable balance of trade only intwo years 1947-48 and
197273 when country 4 evalued her currency by 56.5%. The
annual trade deficit was financed by foribgn aid. It was
only after 1973 that therewas a spurt in remittances from
Pakistani nationals abroad which helped a lot, But at the
pame time of Ehutto's sccession to power the foreign debt
was § 3.6 billion. It almogt doubled $ 9 billion upto 1981,
under new tagime.za

During the 70's the domestic resource gap {(gross f£ixed
investment minus gross saving) was equivalent t-» more than
5% of the gross domestic product (Gw.)z'7 This gap which wae
big enough to be f£illed up by additional damestie .reaon:;c'a
mobilization coupled with a population growth of nearly 3%

a year made it imperative for pakistan to look vy for new
gougces qf external £inance. It was just a coincidence that
in the sarly 1970's when Pakistan was faced with a hogt of
problems on the domestic front caused by Indo-~-Pak war and



seccession of Bangladesh in 1971, the prices of crukdcotils
and o4l products gstarted rising. The net effect of all this
was that the problem of disequilibrium in the foxeign payment
account becane still more acute.

Howaver, the redeening aspect of mess caused by the
oil pprice was that the economic power of the oil exporting
weat Asign and Gulf countries was increasing tramendously and
Pakistan with its overall diplomacy shift ecould look forward
to that region for varbous economic opportunities, The oil
exporting coimttie; are expanding their foreign aid programmes
with added generacity, their import markets were expanding
tremendously with new developmental programmes in the various
field of economics which postulated a massive import of skilled,
semi-skilled and unskilled labour, being formulated, Pakistan
had s potential for a hig give and t ake with this region. But
the element of complementarity between the t wo econcmies needed
to be strengthened by continucus diplamatic efforts to forge
an ongoing snd effective economic relationship.

The decade 1971.81, and the bilateral cooperation
hetween Pakistan and Gulf Muslim world would come sporadically
into life during and after a high level exchange. Since, 1972
this has been stablished institutionally through the establish.

ment of joint ministerial commission with the countries men-
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tioned above. These conmission met regularly to identify
the areas of cooperation through specific projects and arr-
angenents. Anong the ocutstanding instances of practical
results flowing £rom the work of these commigsions are :
{quote).

(1) The protocol issued in Teheran in Feb. 1973 which listed a
number of projects in the S elds of trade, industry, agricul-
ture and transport for bilateral cooperation;

{11) The exploring of possibilitics of bilateral ¢oopers-
tion with Saudi.Arabian joiat vent.u:es) congultancy and conte
racting services, supply of manpower, cooperation in cultural
and educational projecta and of Saudi Assistance for certain
development projects in Pakistan;

(111) The participation with UAE on joint ventures basis
in building a refinery and fertilizer project in Multan and
a live stock venture in Shimpury |

{(iv) The setting up of a joint investment cméamy with
Kuwaity

{v) arard for subsitabal contract for the construction of

an irzigation project to a pPaskistan state owned firm in

Iraqg. 28



A careful ;t_udy of the proceedings of the various
Islamic sum;;ta and !atgi‘gn ministers conference reveals that
pakigthn har always taken a Reen part in the establishment
of such institutions which are meant to heip the poor Muslim
stat.es.\ For instance the idea' of setting up an Islamic banke
ing was mooted by Pakistan at the Kualalumpur foreigm minister
confere nce in 1974, Although its proposal that bank should
be answerable to Iglamic foreign ministers was opposed by
Saudi Arabia and was :ojected.zg It is also significant
tc note that the Headquarters of the federation of Islamic
chambers of commerce is at Karachi, Pakistan,

ZIRADE »

The prespect of the performance of the export sector
of any economy depends, among other things on the exporta-
ble surplus that it can generate through her accelerated and
multiplied efforts and expansion of the market in importing
counk ries. Exports of Pakiatan like other developing count.
zien comprise mainly of primary agricultural products such
as xicﬁ and raw material, raw cotton. Among manufactures
cotton textile is the most important ttem., All other
articles of export which ﬁxcluﬂg light engineering amd
electrical goods, cotton yarn, and agro-industrial products
face a tough competition both in terps of price and quality,
However inspite of its narrow production base and meagre
sxportable surplus Pakistan has been gquite successful in



making good the expanded market opportunities offered y the
oll exporting Gulf etates., 'xn'the last 10 yaam' begining
from 1970.71 to 1960.81, Pakistan's exportto Gulf states have
registered a significant increase Pakistan's export various
Gulf-states ranges from 54.3% and 49.2% in the case of Saudi
Arabian, Iran respectively and 14.1% in the case of Abu Dhabi.
But in general pakistan's export to all countries have grown
at an annkal average rate of 11.3% during the last 10 years.
But export to Gulf world have grown at the average of only
9.5% (see table-1).°°

The ghare of muslim Gulf world in Pakistan export
trade was 29,5% in 1971-72, more to 34.3 - 35% with ups and
downs in between, 1974-75 - 34,5%; 75,76 - 31.5%, 76.77 =
37.Ts 1977-78 = 35,5%; 197879 - 27.5%7 1979.80 - 2B.7%y
1980-81 - 30%. This shows that althrough export trade with
Gulf states as a whole has recorded an improvement during
the period under review. But it is nct significant as com-
pared to the increase in export to the rest of the wazld.n

{also see table 2),
MAJOR _ITEMS OF EXPORT FROM PAKISTAN TO GULF MUSLIM COUNTRIES:

SAUDL_ARABIAt Rice, fish and fish preparations, ceresl
preparations (including biscuits); fruits and vegetables,

spices, todacco manufactures barley ummilled; drugs and
pharmaceuticalsy toilet preparations; rubber manufactures



Table -~ 1
Rage of growth of Pakistan' orts to
Region countrieg (%)
Country 1970-71 39008 ecret Traum 1oio-m1 Toa0e
Grand Total 50,62 13.27 30.61
American region 40,23 : 24.65% 32.17
U.5.A. 31.96 32,05 31.97
Western RKurope - 55,36 19.58 36,28
E.C.M, 50.44 20,27 34,50
West Germany 65.49 22,37 42,27
Ttaly 40.86 28.39 34.45
U.K, 3.2 17,07 27.79
‘Bastern Burope | 18,75 3.51 - 7.04
U.S.S.R. 18.24 1,71 7.81
Middle East 80.74 4.7 37.60
R.C.D, 133.19 0.99 53,46
Turkey - 42,01 126.63 - 79.28
Iran 137.11 5,99 49,30
Asian Countries 70,32 7.81 35.49
Abu Dhabi 108,95 37.68 14.18
Bamrain 19.99 19.78 19.85
Dubai 77.78 18,64 45,21
Irag 55.41 | 0.91 25,23

cmtﬁ. L ] i/"’



cont..
Jordon - ' 17,74 16,80 1.01
Kuwait . 43.94 4,08 22.39
Lebanen 82,73 37,18 7.17
Oman 93,38 2.78 37.11
PR, Yemen 10.89 52,40 29.97
Qatar ‘ 35,47 32,75 34.07
Soudl Arsbia 114,56 11,08 54.37
Africa, Ex-Middle |
Bast . 88.13 38,13 52,36
Asia, ExeMiddle |

Bast 45,29 6.71 24,51
Libya 88,39 18,44 49,36

U.A.R. 148-82 11-68 48.25

Soutce: Pakistan Feonomic Survey, chammmt of Pakistan -
~ 1879-80 (Table 7.1) p. 26, ,



Table - 2
Bxport from pakistan
Region 197172 1973-74 1978.79 1980
nuﬂlim Wofld 2.6 -~ 3.9 ‘07 5.5
3.0 N
Rest World 6.5 7.1 12.3 12.6
Total 9.10 «  10.10 16,7 17.5
9.50

Souzcai POT, Pakistan Series, Vol VIiI, Part 83,
whpril 19, 1980 (Foot note 32).

{including tyres and tubes)y yarn of wool cotton varn,
thread and fabrics; art silk and synthetic fabrics, knitted
farbics of cotton and silk, ready-made garments, tulles,
lace emboridery etc., cotton bags, tents and canvas, made-
up articles of textilesy; towelsy carpets and rugs; metal-
manufactures, machinery non-electricaly footweary books and
printed matter, sports goodsy handicraftsy barroms and

brushes.,

ARAN 1
Fruits and vegetablessy fish meal, wool raw and animal

hairy chemicsls and chemical products, drugs and pharmaceu-



ticalsy leather; paper and paper borad; cotton yarn, thread,
‘Babrica and bagsy art silk and synthetic fabricsy made-up
articles of textiles and towels; ready.mafle garmentsy tents
and canvas, carpets and rugs; transport equipment; sports
goods; handicrafts. |

IBAQ

Rices wool raw and animal hairy chemical products;
cotton yarn, thread and fabrics; tents and canvas; apecial
textile fabrics and :claﬁqd made-up articles of textiles;
metal manufactures; machinety nonaalectricél. electrical
gocds, transport equipment, ready-made garments, sport goods
and handicrafts. -

KUHAIT o

Same as for Saudi Arahim

DUBAL
Same ag for Saudi Arabia plus mineral and oresy ani-
mal horns, bones and hoofs, chemical productsy electrical

geodsy transport equipment and cinematographic £ilmg.

BAHRAIN 3

Rice, fruits and vegetables, spites, tobacco manu-
factured, toilet preparations, chemical products, rubber

manufactures (including tyres and tuber), cotton fabrics,



art silk and synthetic fabrics, bags of cotton, tents and
canvas, made-up articles of textiles and towels, carpets
and rugs; ready-made garmefits, cinematographic films, booka
and printed matter, sports goods and handicratts,

OMAN 3

Rice, fruits and vegetables, cereal preparations
(incl uding biscuits), syrups, tobacco manufactured, toilet
preparations, rubber manufactums (including tyres and tubes);
cotton thread; cotton fabries, bags of cotton, tents and
rugs, metal manufactures, machinery non-elsctrical, ready-
made garments, footwear, books and printed mattery sports

goods, and handicratts,

QUTAR »

Same as for cmum.33

ISTAN'S IMPORTS !

Pakistana imports from all countries have grown trem-
endously during the last 10 yvears. The average annual growth
rate during this period was 24.3% which is much higher than
the export growth rate, that is 9.3%. Imports from Gulf
states have increased at the average rate of 25%, The growth

of the rest of the world was 21%.

The share of the Muslim world in Pakistan's import
was 16% in 1973.74, It jumped to sbout 44% in 1974-75 and



1975476 but declined to 24%; 27T% and 23% respectively in
197677, 1977-78 and 1978-79 to the previous years. The
rest of the world which also included the developed has a
greater share in Pakistan's imports, because it meots Paki-
stans requirements in various economic tie1as.34 (sec table

6A bBIW) .

akistans Ms in Billion Ruj
Region 1073-74 74=75 7576 76=77 78-78 1978-79
Muslim World 2.2 2.8 4.9 5.6 7.4 8.4

Resto of :
the World 11.3 18.1 15,6 17.4 20.4 28,0

TOTAL 13,5 20.9 20,5 23.0 27.8 6.4

SAUDT ARABIA:T Petroleum erude and products, iron and steel

serap, sluminium waste and sorap.

KUWAITs Petroleum crude and reﬁuo&, iren and steel scrap,
aluminium waste and scrap, copper waste, sulphur and urea.

ABU IHABIs Same as for Saudl Aradbie.
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DUBAL: Petroleum crude, Iron and steel, scrap, aluminium

waste and scrap, copper waste, scrap of non-ferrous metals,

LQATARs Petroleum crude, iron and steel gcrap, aluminium
scrap, urea, chemical products preparations; parts and

accessories of machinery.
IRAQ: Petroleum, paraffin and mineral wax, dates, sulphur.

IRAN 5 Aviation spirit, Kerosene and dimesel oll; dried
fruits (almomd and pistachio nuts), medicaments, gum, dates,

cunin and corriander seeds.

MAJOR EXP ORTERS TO PAKISTAN

The Gulf states with whem Pakistan has substantial
trade relations includes Saudi Arabia, Oman, Qatar, Kuwait,
UAB, Iraq. During the 1977-78 and 1979-80 period Pakistan's
imports from t here country's were 99,3% and 98,.7% of the Paki-
stan'sg import were petroleum, crude and products, iron and
steel scrap, alumunium waste and scrape, cbpper waste, sul-
fer and urea, scrape of now ferdis metals, chemical products
and preparationsg, parts and accessories of machinery, para-
phin and mineral wox, dates, sulfier-aviation spirit, kerosene
"and diesel oil, dried fruits, almond and pistachio nuts
medicamert 8, gum, dates; curin and carianduan seeds., For
classified and statistical details please see Table 3-4 and

5.



1974 1975 1976 1977 1978 1979

Total M-ports 1980
1. Food beveries 22,30 22,70 20,10 16,00 18,50 19,00 12,30
2. Primary goods 12.50 16.80 11.80 08,00 10,90 09,90 04,30
3, For industry 08.80 12.90 07.90 02,10 06,90 06.40 01,60
4. For House holds  03.70 04,00 03,90 05,90 04.00 03,50 02,60
5. Processed 09,80 05,80 08,30 07,90 07.60 09,10 08.00
6. For industry 08.60 04.90 06.60 06,30 06.70 07,30 05.50
7. For households 01,20 00,90 01,70 01.60 00,90 01,80 02,50
B. Industrial supply 38.40 33.30 32,40 37.20 35,90 36,70 32.40
(a) Primary 03.80 04.60 03,90 04.70 05,60 031,60 03,70
(b) Processed 34,60 26,70 26,60 32.50 30.50 33,00 28,70
9. Fel: Combustible 13.70 17,80 18.00 15,70 18,80 16,70 26.80
(a) Primery 88.10 12.00 11.70 10,30 13.00 08,68 16.60
(b) Processed 05.60 05.80 06,30 05,40 05,80 08,00 10,30
{c) Motor spirit ©0.,10 (0,30.00,.30 00,30 00,30 00,40 00,80
(4} others 05,50 05,60 06.00 05,10 05,60 07.70 09,50
I Menbe Y CIUIP= . 50 16.80 17.50 20,70 17,60 17.10 13.30
(a) Capital Equip. 11.70 14.80 15,70 18,40 15,40 14,80 11,60
(b) parts 01.20 02,00 01,80 02,30 02,20 02.20 01.80

contd... .0/“"



cont,..

100

11. Transport

12,

Passenger cars
Others
Industrial
Non-Industrial

| Parts .

Consumer goods

Durablen
Semi-Durablesn
Non-Durables

Goods

9.60

.1.20

4,50
4,60

0.30

3,50

3.00
1.00
1.00
1.10
.00

6.40
1.00
1.80
1.50
.40
3.60

3.00
0.70
1.30
1.00
0,00

8.80
1.20
4.00
3,50
.60
3.50

3.00
0.70
1.10
1.20
0.10

6.40
1,30
1.70
1.10
0.60
3.50

3.90
1.00
1,10
1.80
0.10

6.00
1.40
1,60
0.90
0.70
3.00

3.2

0,90
0.80
i.40

Q.10

7.10
0.80
2.10
1.30
.80
4.30

3,40
0.70
0.90
1.80
0.10

12.40
01,30
7.50
6.90
0.7
3.60

2.80
0.60
0.70
1.40
0.00

el
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Total X-Ports

1974 1975 1976 1977 1978 1979 1980

100 100 100 100 100 100 100
1. Agricultufe 15.50 2&.50 1;.40 1&.6@ 13.10 10.30 24.00
2., Mining and Quarry oi.ao d:.w o},.?e oé.ao 01.30 02,90 02.50
3. Manufacturing 54.70 77.10 ,8_5.90 aé.zc 82.60 86,80 73.40
4. Food beveries | . | | |
Tobacco 29.30 2?.0@ 25.10 23.30 21.40 25.5%0 19.40
§. Textiles 42.60 45.70 50.20 51,10 51,90 48.60 42,70
6. Weoocd and Products - - - T‘ - - -
7. Paper and Products 0.10 6.20 0.30 0.40 0,50 0.20 0,30
8. Chemizals 1.70 2,60 0.60 0,20 0.10 Q.IO 9.20
9. Non~Metal Minerals 2,10 é.so 5.40 4,00 .5.60 5.40 9.90
10, Basic metals 0.10 0,00 0.00 0,00 0,00 0,20 0,00
11, Metal Manufac-
turing ' 4,90 4,40 4.40 5,20 3.80 4,90 3,9
12, Cther manufate
5 turing industries 3,60 2,00 1,90 1.8 2.60 2.00 1.10

Source: 1980 ueax book of Intermational Trade end Statisgtics,
Vol 1, UNS Wew York, 19581, Imports by board econcmie
category and X-Port by industrial origin, pp. 738.
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Table . 4

Imports countyy

1976 1977 1978 1979 1580

S8audi Arabias

164513

137063

2172861

301171 513225
Kuwait 105678 119381 198231 327741 S5OT478
VU.A.E, 87486 118286 118193 96946 336018
Traq 12262 11050 15071 69216 156729
Bahrain 23316 1058 1240 2054 28193
catar 17 13 34608 10055 4666
Saudi Arabia 63971 60615 66773 110602 141785
Kuwait 35283 28752 30168 26418 58313
U.A.E. 1225 44916 49653 112310 134650
Iraq 61015 $0034 40330 62465 32055
Bahrain 11777 5972 11820 9997 20879
oatar 7444 6601 3273 15907 8992
Iran 36510 91906 40059 56682 199061
oman 9878 8321 22355  B114 9442

Source: 1980 Year Book of International trade and Statistics,
vol., I, U.Ns, New York, 1981, p. 739,
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Table - %

1973-74 1976-77 1977-78 1978-7%

Bxports cCountry

Saudi Arasbia , 396,60 461,90 426,00 946,50
Iran 326,20 886,30 524.50 464,20
Iraq 206.60 498.50 652.10 326,20
 Ruwait 146,40 317.00 277.60 216,20
U.ALB, 194,80 557,10 212,30 $98.80
Bahrain 101.40 68,10 75.70 88.60
oman 73.50 115.50 327,20 89.10
catar 37,90 70,30 28,00 113,10
Zmports Country
Saudi Arabis . 892.9915939.00.2l88.50k1962¢00
 Kuwait 498.10 1162.70 1469.40 2310,30
U.A.B, 18.10 1071,30 092,50 1318.80
 gatar 00,20 00,10 98.80 299,70
Iraq 8.0 1447 117.80 128.10
Iran 221,40 30.60 "ss~So ngvso

saume: par, Pakintm Sctiet. Vol. vnx.pa:t. 83. Ap:u,
19' ,5986, PO 7‘2, 7“0 .



TRADE W ITH R.C.D. STATES s

Pakistan's partners in the RCD are iIran and Turkey,
tne of the main objective of the RCD to promote trade and
cooperation anbng its members, g eographically promimat to each
other. %he Izmir summit can"gerence i_af RCD held in 1976 April,
had decided to set up a free trade zonewithin perioi? of 10
years, However, it is painfual to note that no significant

progress has been made in this field,

Pakistan's exports to Iran and Turkey asg a whole hag
shown & rising trend during the last 10 years. As for data
available to me 1973-74 to 1978-79, this trend is not steady.
The exports which amcunted to Rs. 332,10 mn. in 1973.74
jumped to Re. 600,30 mn. in 197475, but came down to Rs. 250.6
mn. in 1975-.76. Then increased sharply to Rs, 948 mn. in
1976-77. But tell to Rs. 760.4 mn. in 1978 aﬁd Rs. 624 fan.

in 1978-.79., Please see table 68,33

It will be observed that the share of Iran in Pakistan
export trade has much higher than thé share of Turkey during
the past 10 years, The major item of export to Iran and
Tﬁzkey ineluded rice, henna, leans and powder, raw wool,
leather manufacutes, metal manufactures, yarn of synthetic
fibrics artificial silk yarn, machinery, non-electrical and

s‘utgical goods and instruments.36



- 105-

Just oppcsit of a;port ‘Pakistan's imports from Iran
and Turkey as a whcle has shown a declining trend since
1971-72, The imports which amounted to Rs, 241.7 m_n. in
1973-74 fell to Rs. 137.7 mn., Rs. 79,0 mn and 51.2 mn. in
197475, 1975-76,&1976-77 respectively., However, they
intreased to Rs. 113.8 mn. in 1977-78 and | 141.5 mn, 4n
" 1973-79 (see table 6B), B

it will be observed‘that Iran's share in import ias

higher than Turkeys', from 1973.74 to 1976-77. But was

lower than the later in 1977-78,1978~79, Pakistan's trade
with Iran r ecorded a continuous decline fram 1973-74 to
1976-79, but showed some improvements in 1977-78 and 1978-79.
Pakistan's 1mpeits'froxn Turkey showed an significant increase
in 1974.75 over 1973.74 but deélined substantially in 1675-76,
However, these showed a rising trend in 1976-77 and 1977-78

37

and 1978.79, see table 6B,

A summing up, Pakistan's tradew ith the Gulf states
has been growing since 1971 - But at a lower rate than that
was expected in r espect of the rest ofrthe world, But this
is due to the fact that the rest of the world also includes
| the -devéloped gtates which provided this with the eapital
goods for economic development, when a muslim state arg not
in a position to meet these requirements. Capital goods ac-

counted more than 30% of the total imports,
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Table - 6B
tan's t wit
p.<

Countfy  1973-74 1974-75 1975-76 1976.77 197778 1978-79
Tran 329.2  504.2 176.2 879,1 786.4 . 634.4
Turkey 2,9 6.1 82,4 65,8 243.9  160.2
Total 332.1 600.3 258.6 947.9 1012,3  784.6
s
Tran 221.4 116.8 63.8 30,6 56,5 $9.3
Turkey 20.3 20,9 16.3 20,6 57.3 82.2

Total 2641.7 137.7 79.0 51.2 113.8 141.%5

There 4s an 0ld dicthmg ‘flag follows the trade’
means through trade nations can develop their mutual under.
standing, cooperation and equitable order., In case of paki.
stan and Gulf the aconomic diplamacy depends largely upon
a8 limited nunber of items, markets have not grown signifie
cantly in terms of guality in exception of few items. The
quality of manufactured goods, ae not of international
standards in several areas. The export - prices are also
not quite cmpetttive in the case of several export items.
But the powerful motivations anong Saudi's, who has made
strenuous effortsto 1nddatriauae during the past few years



and also to improve its once rudimentary infrastyucture to
the modern western economics with her massive economic plans,
Ist plan - 1971.75, capital - $ 18 billion; 2nd plan - capi-
tal § 170 billions 1975.80, the 3rd plan 1980-85, capital
$ 250 billiens with estimatedvaukplus aftér the plan tatget_
of § 12 billions in 1979, § 39 bn. in 1980 and § 45 bn. in
1981.3% 1t all leads one to assure that the kingdom will
be making massive import 6rders during the years of imme-
diate followings.

Bahrainian markets is rather limited, inspite of

the fact that the goverﬁment follows a very 1iberal policy
with respect to trade., As far as U.A.E, which comprises of
7 Sheikhdcms, here the pace of development is perhaps not
quite as rapid as it was a few years ag o when it was found
that the state was not cepable of obsorbing either the capi-
tal or influx of fozeigners._ Today UAB is oriented towards
developing its infrastructure and creating an industrial

| bagse which will maximise the benefits of its hydrocarbon

industry.

Iraqg is different € gom other Gulf states. Ligkcher
brothers Iraq also expanding its industrial and infrastru.
ctural bases at a rapid pace, Two industrial sectors got
highest priority - hydrocarbon and agricultwr e industry and
for that it needs imports., When war will be over it again



needs massive build up for its devasted infrastructure,
industyrial set up and services.

| Kuweit has pursujed a double process of industrializa.
tion. Oman and Qatax follows a very cautions developmental

plans, giving emphasis to agriculture and industry.>>

To strengthen thé cause of friendship and brother-
hood, economically and more specially trade wise Pakistan
has started new programmes and economic, fiscal directives.
A cash programme for maximising the production of all the
existing items of Pakiatan export trade would be launched
with a' vies to increase Pakistanis export to Gulf states,
Appropriate measures are also going to be taken to improve
the quality of these exportable items with world standards.

- Bxport oriented, new industrial set ups are coming up
in Pakistan spesislly and preferably with the cooperation of
Gulf gtates ~ to increase the diversity of Pakistan export.
able gonds to Gulf ataées._ Preference has already bsen given
to the establishment to those industries in which Pakistan
enjoy comprehenaive advantsge in respect of availability of
the raw materials, techanical know-how and@ geographical loca-
tionas - including capital as well as consumer gboas Tequiradd
by Pakistan and the Gulf states.



pakistan has already established a strong supporter
of aforesald (see coming chaptit) for joint ventures among
the Pakisten's and Gulf ~ Asian states and import thetr
prodiucts, 1f needed on a preferential basis with a view to

increase its imports from these countries.

Ajain there is agreat scope for expantion of trade
between the two, Theae o1l rich states needs a larger var-
iety of consumer and capital goods for modernising a rising
living of standards of their people and for economic develop-
ment and industrialisation., As they have abundant financial
resources theredneno import restrictions =nd foreign exchange
controls, These countries are open markets, which are hi'ghly
competitive. One should strive hard to capture this maxkgt
by exporting goods 6,5 high quality at competive prices.
sufficient knoledge and information about the products which
can be exchanged within the Gulf Asisn states is egsential
for the promotion of trade amonyg them,

The first Iglsmic trade faiz,m organised by Turkey
i’ 1979 was a successful attempt to d isseminate infromation
about various products of Muslim states, specially from.
Middle Fagt and the Gulf states, which could be exchanged
among them selves, Such afalyr was again held in Libya 1980,
Bangladesh 1981 and wouid be in Morrocco in 1982. However,
Pakistan is trying hard to hold its own trade exhibition st
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various commercially impertant places in Gulf states, Pakis-
tan has als§ tried to establish trade centres of Pakistan
houses at important places in the Muslim world for the a1 8.
play of its economic developments, industrial innovations
and exportable goocds and services, Other measures taken by
pakistan to strengthen trade and economic ties with Gulf and
Middle Bast states includes the exchange of trade delego~
tions and vias.t's of business men snd in vestors, organipd.
tiona of sales missions to explore the possibility of eco-

nomic transactions,

The estam.ism;em of a common market of the Muslim
countries is one of the asic objectives of the Islamic
conference « untill this objective is realised Pakistan had
tried very hardly t o revitatife the RCD and to expand this
erganisation to include as many as Muslim countries as
possible., As decided ty RCD summit conference held at
Temir, Turkey in April 1976, that there should ba an egta.
blistment of a free trade area and Pakistan should take the
initiative in negotiating with like minded Gulf and other
Muslim states in reduction of Taﬁ,fg*a and removal of other
restrictions on mutval trades on a reciprecal basis,

Over all pakistan's trade with Gulf 5tates &8 inc-
reasing conaiderably. It has got fair chances to accelerate
and mBlfiply it on account of its economics, ideclogy and
geography. BEqually the Gulf states also needed a durable
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source for their econcmy in all the ways, because they

though that western economies and technology is not very sui-
table to them and influx of westerncrs and other - communities
croated # social probloms Pakistan as a Muslim brother with
15’1@1{3 idelogy and under the system of 'Nizam-e-Mustafa'

casn do a lot to stabilize and strengthen the cause of
Muslims ané@ Gulf world vis-a.viz Pakistan.
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Chaﬁtet - IV

‘TECHNICAL COOPERATION: AID, JVg, MANPOWER

TECHNICAL CO-OPRRATION 1

In my preceding dhapteza,.l have already dealt with
Pakistan's trade transactions with the éulf states - and its
comﬁbn bondage with the Gulf regional states, 7Trade and
econtmic interactions are the barcmeter of a country's rela-
tions with another - alongwith the prosperity and indicastor
of economic health of domestic econémy, Porelgn trade, aid
and economic assistance halycalways played an important
role in the development of a particular country. History
willy ba a witnesses that throughout the ages, centuries,—
before governments were very aware of their relations with
another sovereign states, @nd in the hour of need they
transacted their very resources, as amy, economic potenw

tiasls and whatever the then time needed,

But in modern contemporary world where the progress of
bullock cart age to the age of space and thermodynamics tra.
vels, the situation is very different, When machines are rep~
lacing men in almost everything and the existing all the pro-
belens are solved by electponic precisions and sophisticated
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technologies, States have become morons in the hands of
their scientiwts and technocrat:es.1 1f the state is under-
developed dhe whole thing will become suddenly unambiguous,
As far as Pakistan's case is concerned, its a developing
economy with vast economic potentials and it again needed a
vast economic support to modernize and industrialize its
economy. Alongwith it can help its sister economies in the
Gulf gtates., Since, 1t‘has an appropriate third world
technology, skills with Islamic systems as one of the

heneficiariea¢2

In the subsequent parts of this chaptex I will deal
with various economics and its tools WHich played a very
significant role in aultivating and forging and gtill conti-
nuing and playing, clos@re economic relations with Gulf
states, Datas may be insufficieﬁt to prove my points but
that is true that these factors were mainly.reséonsible for

the development of Pakistan's economy viz-s-viz Gulf eco-

nomiey,

'As I have told you that modern economic diplomacy is
the diplomacy of economics and its toole like aid and assis-
tance, JVs, manpowers, military cooperations and prospects,
contracts etc, But in case of Pakistan and Gulf where Gulf
needs manpower, skilled and wwskilled, technology,  services -

managerial and administrative, markets and raw materials for
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their,tremendpus big economic plans - Pakistan needs as a
feed back from them as economic aid, assistance, loans, con-
tractsPJVs/projects, to get hand some remittancés and mili~
tary aid and co~operations. Now let us come and see these

tools and’l‘gé% qr:o lesseperstely,

ECONOMIC AYD AND ASSISTANCE 3

Foreign aid were very significant for Pakistan's eco-
nomic ﬁevelobments and political stability, The temm aid
and foreign economic assigtance in different forms had been
very significant for Pakistan., Since its very inception
and due to her econamic bankrupbies after the partition,
Which lead Pakistan totally dependent over alien states for
her economic developments, economic « stabilization after

partitidn and during the time of crisis.

in general Pakistan's foreign aid during the period
of 1§50~1980, was $14.8 billion. Out of these $4.1 billion
was in the form of granks; $ 13.3 billion az a loan repayable
in fareign exchange and $ 0.4 billion in the form of loans
repayable in non-converdible rupees., Out of total assistance
amounting $ 17.8 billion, only 9% wera in the form of balance
of payments support. The remaining 91% were t ied to specifie
projects or commofiities and were also confined to purchage

from dongr countries.
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The project aid § 10,3 billion (58%); The non-project
aid § 7.5 billion (42%); non-food §$.3.9 billien (22%); food
$ 2 billion (11%) and balance of payment of cash receipt
$ 1.6 billion {9%). Disbursement of loans and credits upto
the end of December 1980 amounted $ 11.1 billion. Pakistan
has repaid $ 2.6 billion, Leaving a net debt of § 8.9 bill-
ion on December 31, 1980.3 That was a general assistance
received by Pakistan during her 35 years of eaeﬁqmla deves
lopments. But in the last 10 years the major financial
problems have been posed by the tremenaous increase in the
pribes of crude oil and fertilizers, both of which constitute
an unescapable part of any developing econamy. Failure of
ctops/inteznal breakdowh‘and industrial uncertainities
created another vaéﬁm for cconomic development by that the

- economy as a whole was effected. Bhutto's unsuccessful
economic diplomacy at both the - grounds - domestiec and
international hollowed the country to play an emergent and
significant role « during the Miadle Bast needs.’ And the
oil import bill which alone has influenced Pakistan economy
severely has risen from $ 1729.4'hillion in 1974 to § 2446.8
million in 1977 and § 3200-3400 million in 1981 and is ine-
reasing since then putting ané incredible pressure on Pak1~

stan's economy.

Beonomic¢ aid from Gulf - countries which was almost

negligible before 1971.72, has increased very conaidsrably
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since then. Although the western countries (specially USA)

remain the biggest single group of doners to Pakistan. But .

the spectacular increase in economic aid received from Gulf

states is note worthy (see table 1).

Table - 1

Particulars 197273 734 745 75.6 767 77-8 78-9 79.80

i.
2.

3.

4.
8.

. 6-

Consor- |
tium 292.9 309.2 488,3 527.7 582.6 504.8 675.7 891,.2

aAld, con-

sortium

members

outside 13,00134,5 47.2 36.,% 100,5 60.2 15.6 71.1
congortium

arrangements

Non-consox-

tium EXe

cluding OP '

EC 48,9 23.7 30.8 75,9 49,7 106,3 140,1 66,2

OPEC The™ 130,0 410,0 421,1 227,8 137.0 45.8 293.3

IMF Trust ,
Fuﬁd . - - - - 47 .8 7102 157.4 - J

Relief

Assigtance

for Afghan

Refugees - - - - - - 46,6 -

TOTAL 354.8 497.4 976.3 D64,2 960.6 856.1 948.4 1326,8

Sources Pakiatan Economic Survey, Government of Pakistan

1979-804, p.737
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Table - 2

(in million dollars)

Country

1. U.A.E. 53,00 - 102,00 102,00  55.00
2. Iran 113,09 - 730.00 730,00 773.09
3. Kuweir 97.28  11.33 -~ - 11,33  108.61
4, Qatar - -  80.00 80.00  80.00
5. S. Arabla 223,76 - 279.00 279,00 562.76
6. OPEC  39.70 - 21.45 21.45  61.15

7. Islamic Deve.
Bank 15.00 71.19 - 71.19 86,19

Project, Non-Food & Cash receipt
Total 471.83 82,52 1222.45 1304.97 1766.80

o

Sources Government of Pakistan, Pakistan Economic Survey,
1979-80, p. 737,

Again tangible r esults of Pakistan's policies in the direc-
tion of economic cooperation with the Gulf world are reflec-
ted in the assistance received by Pakistan from these

countries since 1971 onward., It may be indicated as follows

{see table 2, 3 and 4).
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Table « 3
1972 - 1974

(a) General Purpese/Programmes/loans

Iran 1) $ 580 million, {(11) $ 150 million
U.E.B. (1) $ 100 million

data: (1) | $ 10 million

OPEC (1) . §$ 21.45 million

{r) Project Asgistance

Saudl Arabia  § 130 million
CUJAB. - - $ 92 million

iran $ 75 million ?

Fuwgls § 45 million |

) Relief Gragté for Eartbguakedisasten t

Saudi Arabia § 10 million
UsAlBe $ 8 million
Kuwait "5 8 million
Qatar $.1million

Iran and others § 27 million

Out of a total 65 $ 1776.9 million that Pakistan has
received in aid from Guls states uptc March, 1980, § 1680,34
million has been in the form of loans and remaining § 88,66
million in grantes., The bresk ups of this total amount
represents $§ 1222.4% million, $ 471.83 million for balance
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of payment support anéd the project aid respectively (see
table 4).8

Table ~ 4

(s M{llicns
P’ax:ticulats | | Loansg Grants Tot.al |
1. Project 464,17 7.86 471.83
2. Non-Project 82.52 - 82,52

3. Germral Purpoce -~
Balance of Payment _
support 1141.45 81,00 1222,35,

TOTAL 1688,14 e8,66 1776.80

Sources Government bf Pakistan, Pakistan Econoaunic Survey
1979,1980,

It is significant to note that while Saudi Arabla, Xuwait and
UAE have provided t he builk)’! of projsct aid all cther coun-
tries including Iran have largely extended the balance of
paymeni support. However, the more significant aspect of
the economic assistance i3 to atudy the various development
projects and the joint ventures in Pakistan and in the Gulf
states in the help of Pakiatan. A brief description of
these projects, contractsg, JVs, investments which I shall

now take up, will give an idea about t he involvement of the



Guif states in the economic well being of Pékistan which

izsv alse én" indicastor of & fiirm and stable mlationship between
the two brotherly nations and g roups. And the increasing
dependeﬁcies of one ancther in all the ecbnomic waysvalso

shows the stronger ties between the two,

IMPORT ANT ,
_ AID AND ASSISTANCE, COUNTRYWISE BREAK.UPS; AFTER 1977 ONWARDS:

1. IRAN :

Rs, 1096,8 million Iranian aid to Baluchkstan in 1977,
Th%gi includes 5 major projects in Baluchistan aided by Iran.
These projects were in the field of con;truction « like tex-
tile mills near quetta and at Uthal and the Balan Medical
College Complex; other planned éxcjects are &n engineering -
college complex at Khuzdar and modern d ispensary at temple
Dera in Nazirabhad district. A cement plant assisted hy Ilran

is at Darwaza near Quetta.7

(b) Pakistan government has agreed to construction of

about 603 km. coastal highway linking Pakistan - Iran with other
neighboﬁri'ng states. The proposed coastal highway would
connect Karachi with éabdon the Pak-Iranisn border, building

a link for"the Iranian port tewn on char-Bshar to the highway
network emanating from there to Iran and otheras, Musglim

neighbours pass through Osmana, Pasmi Qadar and Jiwari- the
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highway would help in the development of figheries, agri-
»culture; 1ndustrg’mineral potgential asnd other natural res.-
ources of the region.a
(2) 1RAQ ¢
Pakistan and Irag signed a trade and investment, eco~
nomic accord at a ceremony held st Rawalpindi on Jan. 18,
"1977, since then Pakistan has got substantial contracts,

v
; . with substan-

prejscts and consgultancy services in
tial aid to invest in Pakistan. (see contratts and prbjects.

pazt>.9

(3) Seudi Arabia s

Bven, when Bhutto was the maker of Pakistan, and spe-
cially in his later part Saudi Arabla cansideied and gave her
subsgtantial ald assistance and moreal support for its econo-
mic development. Arrival of Gen. Zia was a boon to Pakistan
at least in economic matters. They have not only got millions
of dollarz as 8id and asslistance but millions of worth of
projects, contrafts, and millions of labourers skilled anduni -
skilled are there to the help of Saudi-econcmy directlgjand
indirectIQEthe gakistan econcmy through their fead backs.

Now let auJ;ee the important mids and assistance given by

Saudi Arabia in latest years 1977 omwards.,

(a) $ 57.00 miilion Saudi aid for Indus valley - super high-

way project - a 1220 kmes. in Aug. 1977. Alternative road link
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between Peshawar and Karachi along the right bank of the
river Indus. This will give far reaching socio-economic and
strategic significanceto the country. It is designed as a
dual earriage, way but ikpyitially a single carriage way will

be constructed to an estimated cosk of Rs, 3100m11110n.10

{b) An additional $ 500 million Saudi aid to Pakistan

to meet its economic and defence causesy the ald which was
in addition to the § 750 million aid pledged eadier, interi-
ded to help Pakistan, to meet its requifements following the

Soviet occupation of Afganistan.11

(e) Pakistan to help strengthen Saudi defence, both have
agreed under whiéh Pakigtan will receive economic aid worth
'$ 10 biilion from Saudia, while it will provide training,
facilities and trained army personnel to strengthen the Saudi
defence. Pakistan's army and forces are also there to advise

and consultancy services in defence needs.lz

(@) = Pakistan has got $ 64.87 million Saudi aid for her
Tarbella dam repairs in May 1980, And again Saudl fund for
development has agreed to provide pakigtan assistance with
values $ 50 milifonn. The fund will also give $ 14.8 million

for ferctilizer terminal of port Qasi.m.13

(%) faudi Arabla provided $ 800 million to Pakiatan to buy
the latest weapons to use against military activities of the

Soviet Union in Jan. 1961.14
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(£) S.F.Di (Saudi Fund for Development) extended a loan to
pakistan $ 50 million Saudi Riyal (§ 15 million) to f£inance
the Mohammadbin Qasim Project according to an agreement signed
at Islamabad on Jan. 13, 1981, The fund has already extended
a loan of 106 mn. S.R. to finance a fertilizer plant in

Mirpur town, a loan for Pipri Thermal Power station 200 MW,
project in the amount of 273.1 million., S.R., It has also
extended a loan; of 200,1 million S.R.S. for the repair of

project of Tabella Dam, Now totally § 189 million.ls

(g) A new Saudi Navy being built up from scratch with
French help, it is largejy run by Pakistan naval officers
Pakigtan ammy engineers are helping to build the new military
cities around Saudi Arabia.

Pakistan Piddéts have been flying in air forces of the
Gulf atates from 15 years; Oman has 10,000 troups recruited
from Pakistan Makran coast region.

After the collapse of Dhafar rebellions Pakigtan
offiagxrs have taken over thé duties of some ks and
Iranian Officers in Sultan's army. Thus Pakistan troops will

€V _
beAﬁoth sides of the strait of Hormuz.15

(4) OPEC :
24
$ 11 million OPEC loan to Pakistan, interest free,

meant for financing Pakistan - Arab - fertilizers company and
Multan fertilizers projects. (in oct. 1979).17
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Saudi has extended of $ 40 mn. loan, officers said
Saudi Arabia had already extended $ 100 mn. for 4 projects,
in Oct, 1977.

Islamic Bank to buy Pakistan refinery shares aid 3
projects and the bank will pay Rs. 45 mn. worth in dollar.

The money will be spent on the refineries expan§ion projeeﬁs.la

OPEC has approved an interest free $ 25 million for

Pakistan.lg

{5) IDB :

Islamic developnent bank had given 2 million dinars
interest £ree and is in the form of equality participation in
the project, to carry out the modernisation of 'Lawrencepur
wdllen and textile mills, Bakistan Industry, commerce and
investment c¢ompany PICIC had already sanctioned Rs, 33,50

million to finance the project in Decs 197'7.20

$ 3 million financial assistance was released by IDB
to federal chemical and ceramic corporation as equity support
to national fabres, project of the corporation.21

IDB had extended $ 147000 aid to Pakistan for her 3
projects., The Hazara Medical College has been given
$ 100,000 for supporting the hospital projects, while the
world-Muslim congress, Karachi, and world federation of Islam
mission, Karachi, got $ 37,000 and § 10,000 respectively,

July 1980.22
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Another $ 3.6 million iDB loan would be available to
Pakiatan for a polyester planjio be egtablished in Pakistan.
The equity participation facility will be in the form of
30% shares of the company that will run the plant., The plant
will produce 12;000'tqnnes'6f polyesters £ibres and 3,000
tonnes of polyester yarn to meet the domestic teqﬁirements

of the textile industry. March 1980.23

Pakistan will géﬁ $ 185,000 in the year 1981 from the
Islanic solidarity fund (ISF) for 3 institutions in the
cquntry. .§$ 65,000 for the research institute, § 60,000 for
the college of civilization medicine and § 35,000 for the
institute for political studies in Pakistan. Beside this an
assistance of $ 75,000 for 5 organisations in variocus cities
of Pakistan., 2Zakhounder educational association $ 20,000;
Iglamic feature science news paper $ 5,000; the Arab league
propagation seciety in Karach $ 25,000; the_world aécotd on
Islamic Da'wa, Karachi $ 10,000 and the Hamdiyeh Badrul Ulem

achool Rahimyan Khan $ 15,000.%%

LDB had extended another $ 18 million Iglamic bank

loan to Pakistan to buy Wessels for its new state Lotker
company.zs |

$ 10 million IDB loan was given to Pakistan dam pro-

ject for increasing the availability of drinking water for

Karachi in 1981.26
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and $ 11,5 miliion iDB loén'for'the‘import of equipment
of motor tyres and tubes company to boost its production 15
" pec. 1980, |
_The board of directors of IDB which concluded a 4 day
meeting at Jeddah on Dec. 30, 1981 last decided to approve
a8 $ 5.5 million loan to Pakistan to step up its production

of lubricating oil frem 82,000 to 100,000 tonnes per year.>o

Pakistan had received another $ 20 million IDB loan
for fertilizer perchage, and Urea, agreement was signed at
Islamabéd on Sept. 14, 1980,

KUWAIT 3

The board of directors of Pakiatan—xuwait investment
company haé sanctioned assistance of Rs. 2% million to the
industrial project in Pakistan. Of this Rs. 16 million would
be in the form of direct'equity participation, Rs. 25 million
by way of underwriting publiq issues of shares and Rs. 6 mi-
llion as loang financing. The project includes, a 100 bed
private hospital in Lahore, an agriculture protlen unit at
Kaguyr, two units of pté~fabricéted construction and high
tengion cables manufacturing at Lasbella and knitted gar-
ments ¢um hosiery unit at Karachi., Board also assessed for
assistahce to a Modarba company coming up in collaboration

with Pak's other institutions.29
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‘The Kuwaiti fund for economic development sanctioned
an amount of $ 33 million for Quetta based semi-gas project

~ 330 kms: long pipeline in April 1981.30

’ Kﬁwait has extended another $ 10.9 million loan for
pPak-Fertilizer Plant (Fauzi) with 50 million tonnes of urea
per year b}vsatural g as from the maiﬁiﬁelds as a raw mat-
erialu.31

Kuwait has also accepted a Pakistan plan to train
doctors from Arab and Islamic centres in Pakistan, when a
big Islamic medical centre (IMC) established, Kuwait has
also extended a loan worth of § 530 million.for the import
of findshed oil nroducts to Pakistan from Kuwait. The import
includgs_» high spae& d;eé%?. Kerosene, 1ight - gpeed diesel
and high octangblending component. Kuwait will also provide
Pakistan, finished petroleum pioducts while‘cruﬁde oil is
imported f£rom UAE, Saudi Arabia and a améll qdantity £oom

Iran.n

During the last one year Pak-Kﬁwait fund for economic
development has signed so many projects as ald and assistance
programmes as mentioned above. Except this they also san-
ctioned a loan of § 58.7 million for Baluchistan, Quetta
naticnal @s project (as mentioned above) and 15 million for
rural electxification, under later agreement 180 villages

were to be electrified, besides 500 tubewells in rural areas



- 130 -

and establishment of small scale industries. Another aid
of $ 1 million was for profiding drinking and irrigation in

Quetta~Gadawl region.

The other projects aided by K.F.E.D were Suddu-Karachi
power transmission line, for which Kuwait gave a 5 4 million
and the consultancy contracts for Pak-railways for which it
~gave § 2,5 million Kuwait also gave balance of payment
‘support to Pakistan worth § 130 million and gave a boost in
Pakisten -~ Kuwait JVs Co. which was uniti@adly set up with a
capital of's 25 million had been raised to $ 100 million and
ag authorised capital.df $ 200 million(in July 1981).33

U'A‘E." 3

Pak had got Rs. 40 million from tae Dubai for her 21
mile Bahawalpur-Yazman road, Dec. 1980, And Sheikh Rashid
Bin Saeed Al Maktoum, Vice Prest.and Prime Minister of UAE,
ruler of Dubai will finance the construction of a new road
in Baluchistan. The total cost would be Rs. 500 million and
1ink~zeroypcint.with Osméﬁa, on Makransg coasgt, with the
proposed 160 mile metalled road to Rahimya% Khan lLasbela
near Ut&a1.34 |

Pakistan had reteived another $ 27.1 million Abu Dhabi
loan for her‘ﬁh;%ella dam. Another $ 28 million Abu bDhabi
loan was extended to Pakistan for her fTaspella dam. The loan

was repayable within 18 vears with a grace period of 4 years.3s
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MAJOR CONTRACTS, PROJECTS AND JOINT VENTURES s

(1) IRAQ:s A Rs. 1370,00 million Iraqi contract for Pakiatan, -
b4
for land re-clalimation in Irag, Pakistan's mechanized

~ econstruction company had on the contract (Oct, 1977).36

{11) pak fimm had won another prestigious § 210 million
contract in Saudi Arabia ana Irag., The N.D.C.C. and mechani-
cal econatruction company of Pakistan, two government sponsored
enterprises have been awarded power and agriculture project
worth of $ 210 million, Jan. 1978, The mechanized construction
company of Pakistan has been awarded $ 137,00 million abri-
culture projects for irrigation at Khaliz near Bhaghdad - for
25 MW power station 75 km., didtribution power like with

12,000 to 13,000 domestic power ccnnection.a?

(1ii) Ppakistan's national engineering service, lLtd. (NESPAK)
had got Iraql irrigation gﬁnistry cbntxaat, Feb, 1988, for
the provision of consgsultancy services for the Bupharats east
drain project. The project Rs. 2000 million to remove dre-
1nége waf:-ers from irrigation pxoject's l_ocated between Eupha-
- nates and Hillah csnal and discharge it through the Tigrish

Bupharates main-drain into the Gulf,>®

(iv) The national engineering sexvices of Pakistan (NESPAK)
has been awarded the 4th major contract in Iraq for providing
consultancy engineering services for new Rumaila - irrigation

and drainage project in Sept. 198i. The total contract cost
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is § 560 million, will cover gross area of 37,000 hectares,
which will also help and include a construction of a new
drainage gystem to countér the effect of increased irxrigation
which may result in salinii:y and water logging due to rise in
water t able. The project area lies approx - 250 km, sgouth

of Baghdad, 39

(1) pPakistan-Saudi Arabia had signed an agreement to build
a hotel at Riyadh - as a joint ventires, Jan 1978, Total cost
would be $ 23 million. Saudi will share 51% of the total.
After thms JV, more Hotels at Jeddah, Dhahram, and Yanbo in

‘Saudi Arabia and else where would be taken in hand.4o

{ii) Pakistan will provide the Saudis with railway know-how,
provisien of Tech-personnel and all possible cooperation
between the two ratlways. Pak has also agreed to provide
facilities for training to Saud railway staff int aperétion,

modervwignalling and in other technical fields.u

(111) The international tramsport company, a Pak-Saudi Arabia
JVs in the private sector, has decided to enter transgport
sector in the country, both for the transportation of passen-
gers and goods, the concern will imports 500 chassis of trucks
and buses, Initially it would coyer ene or two cities,

Gradually under the phased programme the company would over
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other major city lies). Over Rs. 8 million both in Pakistan

and foreign currenci.es would be invested in this venture.42

Mi A&VL

(iv) = Again union bank of the ¥iddke sast has sponsored a
joint pak.Arab consortion in the field of construction indu.
stry to held muslim countries undertake major developmental
projects and to acquire modern technical know~-how, Its head-
quarter would Se at Pubsi. The JVs which has been named

as engineering service International consortium will have

i2 major Pakistan firms as its member - since they a re already
executing major projects in the modexn tach. with is modern

construction technique.43

(v) Pakistan's Airport Agency (IDA) has won two more
contracts in Saudi Arabia, Jan., 1981, The tontracts are in
the field of construction of a Rs, 300 million multi-story
building at "Al-Bilad" in Riyadh and landsesping and planta-
tion at Yanbu, 2 new industrial ecity and w’pdrt being developed
on the red sea, about 100 kms. f£rom Medina, at the cost of

Rs. 62 million.%?

{vi) Pakistan has got another $ 104 million Saudi Railway
contract for Saudis 160 km. rallway track between Hafoof and

Dammam, Aug. 1981.45

(vii) s 225 million Saudi heousing contract for Pakistan at
King Khaled military cqntonment in HaerAlbat_en, oct, 1981,



This brings the value of contracts in housing assigned to
the Pak firms in <audi Arabia more than 3 500 million. It
build facility with $ 120 million at Dhahram air baseénd
paiticipated in civil enygineering work for Alaxharj electrin

city schemes to the tune of § 90 million.%®
U:A.’Eo 3
1 The state owned national construction company Ltd.

(PNCC) had won snother big project worth Rs. 187.5 million
for bullding a major trade contract Abu Dhabl, Sept. 1977.
The company is already executing major works worth Re. 412
million in Abu Dhabi, bringing total value of NCC under c¢on-

struction <worth overseas Rs., 3340 million.47

(11) Pakistan firm to export transformers to Doha Abu
Dhabi. A Pakistan engineering firm manufacturing electrical
goods.has been granted this contract, worth Rs. 17.5 million
thus opening a new avenue for the export of manufactured

goods, July 1980,48

&

(11&) pakistan will set up a telephone cable factory with
the collobration of the UAE and also lay submarine cables
between the two countriecs. The factory costing § 20 million
would not only help‘Pakistan to meet the country's tele-
phone ¢able requirements but also save Rs. 120 million which

the govermment is spending annually on the import of cables,
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The total cost of the project $ 50 million would
strengthen the existing communication facilities between Paki-
stan and UAR and Pakistan's living in UAR and their relatives

in pakistan.4®

(iv) Pakistan and UAB have agreed that the lawyers of one
- country can appear in the courts of the other. The agreement
was arrived at during the UAE delegation visiting to Pakistan

on Jan. 7, 1981. They also agreed to exchange judgea.so

OMAYN

Oman has evinced interest in setting up JVs in steel,
refinery, re-rolling, sugar, footwear, dry cell and lead acid
batteries, glass, food processing, cement, coconut oil and
soap. A National engineering services Pakistan (NESPAK) in
association with (PRADAC) has been awarded a major contract
by Oman for providing consultancy services for the planning
and designing of a new community centre at Ghubra South.
The township on development is estimated to cost § 60 million.
The services will provide a detailed (Preparation) develop-
ment of an area 150 hectares and design infrastructure for
. the area 500 units, schools, c¢lubs, playing fields shopping
facilities, clinic, post-office, telephone, police station,

fire-station etc .51

IRANs Iran had given Pakistan §$ 828 million for the Iran-

Pakistan cement factorywhich is being st up at Darwaza, 22 miles

from the Quetta Pakistan, Nov. 1978,°2
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Pakistan and Iran were sgreed on a joint livestock
ventures stablished at an estimated cost of Rs, 380 million,
The project is on 50,000 acres of land and iprigated by canals
and tubewells, The equity of Iran in the JVa 4%, Pakistan
%1%, but both will suqlly share the bsef, mutton, and vege
tables produced by the project, June 1578, 53 Karachi shipyard
end enginesring works (KSEW) are working from a military task
which will provide Iran with 19 vessel; cargo to Iranian navy,
The capacity of each md avery cargo vessel would be 800 TN,
Iran has already got 13 veassels out of 19, 54

Once president Zis had urged to the economiats to work
out a viable framework of Islamic monetary and fiscal systens
to do so away with the present exploitative etonomic systenm,
Insugurating a saﬁiaat on Monetary and :mn_ econonics of
Islam at Islamabad Jan, 6, 1981, he iwa'nitghpr capitaliam
nor communiism provided an answer to man's econonic problemas.
while one laid emphasis on freedom ignmoring bresd for all
and other stressed - material needs at the cost of freedom for
everyome, Stating that Yslam alone provides a balanced app~
roach and could setve as & beacon to mankingd, he cslled on
Muslim « economists to present a noﬂctﬂte framswoxk in the
1ght of Islamic teachings.>>

Strassing the need of Pakistan econony he had 3 key
tasks - fightening of financial menagemetit; simplification of
prodedudes and reduction of the country's econcmy on foreign
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dependence - but to sustain closer economic relations with
Gulf statel Now let us go back to the projects, aids;
JVs and developmental aids programmes of Gulf countries in

pPakistan viz,aﬁvié in Gulf states.

Substantial government and priﬁate investment has
flowed in from the oil rich Gulf gtates into Pakistan, These
investments are estimated to total § 1500 milliﬁn. The lar-
gest in&estment has come from Saudi Arabia, Kuwai?, Iranm,

UAE , Iraq., Qatar and Islamic development bank Jeddah. 1In
addition OPEC's members have provided 10& interest or interest
free loans and grants, Arab states aﬁd Iran have bought
equity intereats or investéd in much public sector - enter-
prises as a refinery, fertilizer textile mills, cement plant,
polyesters plant. In private sector, large investments have
been made by Saudi Arabia, Kuwalt, Qatar, Abu Dhabi, in gen-
eral industries like Alumunium~§0il, ptinting paper, glass
and steel bars, hotels. Saudi Arabia's projebt‘aid to Paki-
stan untild 1981 was $ 500 million. Another $ 1000 million
was extended to Pakistan for her joint Tarbella,Dam, a the-
rmal ﬁower plant in Karachi, the construction of Port Qasim,
laying a power transmission line and buying railway engines
and €§§E§§ $ BOD to buy weapons for eakistan§army due to the
Soviet occupation of Afghanistan. Some $ 50 million has been
sanctioned to use to set up a joint industrial and agricul-

we oy
tural investment company. It seems to dgay if onesp go€§ﬁthe



riging trends, that more Arab investors particularly £rom
ﬂﬁdi Arabia and the Gulf states will set up joint ventures
in Pakigtan., Many investors have offered to set up export
- oriented industries in free zcne'which the gove:hment is

establishing near port Qasim, near south of Karachi,

Kuwait channels funds through an active kuwait -~ paki-
stan invesﬁment gcompany. Private Arab investors, including
the rulers of seven UAE groups bought lands and property in
Karachi and elsewhere. Middle cost bank operating in Paki-
stan have been funding private sector property development
and infustrial schemes. Several banking enterprises have
‘been started jointly by banking groups of Pakistan, Saudi
Arabia, and the other Gulf states. One of them is the Jeddah
baged bank~Al~Jazirah, in which the national bank of Paki-

stan has a share of 35%.,

ébntract and JVs wise Pakistan's construction company,
engineéring firms have landed luerative contracts in many
Arab-countfies.’ In the past 5 years the Karachi based semi-
government owned national construction company has conpleted
50 big p:ojecta in sauai Arabia, Kuwait, UAPR, Iraqg, Iran and
other Gulf gtates; in the fileld of refineries, hydro-ele-
ctric and thermal power blaﬁts dams, underground water res-

ervoires, points and industrkal plants. The machanized

corporation of Pakistan another semi-government corporation
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of Pakistan, is working on a large scale land reclgﬁgﬁétion
and irrigation schemes in Iraq,snaller congtruction fimms have
moved into sou@k Arabia, and the Gulf and are doing good husg-
ness. Consultshiows in industry ,agriculture, power genera~
tion and transports have prospered in many Gulf states. The
national airline PIA and shipping corporation of Pakistan are
making considerable profits on their Gulf services. Insur-
ance firms toe have won business in the Gulf states insura-

nce and re-insurance markets.

EDUCATION AND TRAINING s

" The newvspirit of cooperation with Gulf states is
reflected in the greatly incregsed educational and technical
training facilities, which have Dbeen provided to students
from Islamic countries, Unlike the ad-hoc¢ measures taken in
the past, trainees and students from Gulf countries are now
received in Pakistaﬁ under a planned programme, Facilities
are provided in Pakistan's professional - institutions on a
government to government basia. Countries like Kuwait, UAE,
Saudi Arabia and other Gulf gtates for the first time,
shown their keen interests in sending their students to Paki.
stan. 1In addition, a programme of providing technical -
assistance to Gulf s tates has been initiated and expanded
steadily during the past few years. By placing technical
expertise on a ratimalised basis at the disposal of Gulf
states, Pakistan has enzbled them to receive ‘high class

training in a country geographically near, culturally similar
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and financially inexpensive., The following‘are the main

fields in ‘which pakistan im now extending technical assi-

stance to her Gu1£ bréhhcrenoz

- (8)

(11)
(114)
'(1v)

(v)

{vi)

" Training facilities in medicine, engineering, banking,

" general education, dentistry, pharmacy, acccunténc:y

and in other educational fielda.

.?rovision of eiperts dn deputation.'

Provision of skilled and semi-gkilled manpower,
Training of personnel in the industrial f£ield.

Monetary grants and the sppply of services and equ¥p-

ment.

Granting of scholarships to foreign students within

Pakistan's reSOurces.56

The frequency of contacts between Pakistan and the

Gulf states during the last $ years is attested by the ficts

that both Guléf states,heaa of state= and Pakistan's head

of state - visited several times to their brethren states.

The CMLA vigsited S3udi Arabia three times and also visited

the UAB, Kuwait, Bahrain, Oman, Qatar., The ruler of Dubai

andvau Dhabi consider Pakistan as their 2nd home and spend

some time every year in the country. These visits at the
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highest 1eve1 are accompanieﬂ by regular exchanges of visits

by ministets and officials,

Since 1971, Pakistan has signed several cultu: al coop-
eration agreements with a number of Gulf states including
libya, Algeria, 9udan, Kuwait, Mauritaina and Iraq. These
cultural agreements have aﬂded a popula: dimengion shown to
Pakistan's academic and journalistic delegaticns in other
ccuntries had cemented relations at the gfass root levels.
Concrete steps have alseo been taken for the 1mp1eméntation
of cultural agreements; which had existed on paper only under

previcus regimes,

In addition, importance is being attached to the pro-
motion of Arabic and Persian languages in Pakistan which Wi ll
contribute to the further sttengthehing of pakistan's rela-
tiong with the Gulf world and a better understanding of its
Islamic heritage., Besides an Iglamic centre to be set up in
the Saudi assigtance as part of the Shah Faisal Mosque im
Islamabad, 3 other Islamic centres are proposed to be establi-
shed in Lahore, Peshawar, Quetta with the help of U,A.E. The
mutual interchange between Pakistan and Gulf states at a
poptlar level consistg not only of the visits of cultural
groups but also of the delegations of-the ruling political
parties to each others, Thege are the brief introduction of

Pakistan's econonic interactions with the Gulf to strengthen
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‘their ties, mutually, bilaterally or collectively. ?urtheg
to emphasize my points of Gulf states and Pakistan's growing
relations - Pak-business houses and foreign business houses
have established their offices in respective countries. = Acc-
ording te a study, at present there are 88 branch officés of
foreign countries (concerns) as gﬁ%ﬂ%&éﬁfliagion offices in
Pakistan,

Pakistan business Eﬁ%“and industrialists on the other
hand have 58 branch offices in 15 countries and 13 JVs offi-

‘ceg in seven countries abroad.

The country wise break down cf the offices of foreign

firms in Pakistan and Pakistan's business houces abroad are
"

S?Ven below (see tables).'

_ Tanle
Foreion business houses in Pakistan

Permission granted for Permission granted
Country opening of branch for opening of

offices - liasion offices
Bangladesh 1 -
Egypt 1 -
Indonesia 1 -
Iran 1 -
Jordon - -
Nigeria 1 -

V.A.E. ' 3 -

Sources Pak. Sept. 1, 1980, Vol. XXIII, Part 184,pp.1537-38.°7
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Table ~ 11

Pak. Business houses abroad

Name of the Pemission granted For joi'n,t

Country for open branch of ventures
‘1. Aafghanisan | x | 1
2., Iram 2 X
3. Iraq 1 X
4. Lebanon x 1
5. Libya 1 x
6. Malaysia 3 x
7. Nigeria x 1
2. Saudi Arabia ] 3
9. Sudan X X
10, Oman ' 1 x
11, V.A.R. 13 5

Sources Pot Sept, 1, 1980, Vol. VIIXI, Part 184, pp 1537~37.58



- 144 -~

MANPOWER

Manpowet supply, skilled and semi-gkilled, to the Gulf
is thg greatest boon to the developing economies and specially
for these who have additional or sugplus labor force, ﬁeyond
the ahsorption of @ their own economies and capacities,
Gulf as I have toid, is lacking desperately manpower - skilled
as well as semi-skilied personnel for their economies and
security purposesy importing substant ial number of manpowers
from t he neighbouring developing ecanomies as well as from
the developed worlds for their own going projects develop-
mental programmes and services. Since, they even does not
have t echnical kanow-how ,impoxting these expertise from the
above mentioned states to do well on their aspirated moderni-
zation add industrialisation plans. Pakistan isg also a_deveu
loping state and possesga character of labor surpluas. Its
rate of growth of pepulation if 3% and often exeeds, needa.
additional job facilitles, opportunities., Unemployment is
rampant in such sorts of econories. The eg¢onomic boom of the
oil expritinhy Gul€ countries and their massive drive for mod-
ernisation and industrialisation, provided an opportunity am
unprecedented in amount, of employment for skilled and semi-
skilled labour force and which Pakistan exploited then to its
best,

Pakistan exported man power of 152,00C during 198081

with plans in hand to liberalise the emigration laws to meet
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the future demand of the Gulf statés. These modifications
in the la& are expected to work as incentive in removing
bottle-necks.in thé recruitment procesé which is consider=~
ably painful_for ihe illiterate‘intending workers, who make
about 50% of the total Pakistan manpower'~ estimated around
2.2 million of these 550;000 are in United Kingdom, 40,000

in USA and Canéda; 4o;oob in West Germany and ﬁurope} 700,000
in Gaudi Arabia, 50,006 in Puwait, Qatat + Bahrain 225,000

in UAE, 60,000 in Ita§ and 70,000 in Likya. A small number

in Jordon, Tutkey,'lran, Australia and Greece.’sg

Further exports are a little bit slumped due to Iran-
Iraqg war but not in & substantial way since a very small por-
tion of labour force is working in two countries. Pakistan
has very insignificant labour force in Iran, while in Iraq
it has 60,000, Instead of war Pakistan exported 20,000
skilled workers to the Gulf and 5,000 cf them went to Iraq
despite the war.. For the yvear 198i.82 government has a net
target to send 200,000 to 250,000 men abroad. This target
woild be one million by 1985, if other things remaining the

same, says one Pakistani government official.so

’ .
The¢se warranted goal is going to be done by 3 inter-
national consortiums of construction companies; for their pro-
jects in the f{iddle East, Gulf states, and Saudi Arabia,

Overseas economic corporation has already held preliminary
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talks with the representatives of these companies. Further
Pakistan manpower promoters agsociation has been assured by
the government for the full support from economic fall out

from the Gulf war, 51

~ The destruction wrought by the Iran~Irag war is trem~
éndousg-‘Lazge areps have become desolate; oil based indus~
tries in both the statés have suffered grievous demage. Mil-
lions have become hougeless and uprooted. dthez' economic
losses, dixe¢t and indirect, are in-calculable but what
Tranian demanded as a condition for making peace with Iraq
hés war § 150 billion repat&tions to be precise and it was
some month 2ago., Both needs construction of their own eco-

nomy. 62

Degpite certain adverse exogenous factors like the
worldwide recession, plummesting world commodity prices and a
massive influx of Afgan refugees; Pak's econemic continued on
the path of revival set in motion in, 1977; GDP is expected
to increase by €.6% or 6%, TIf the harvest tums cut to be

covered than last year {(1980); The commodity producing sec-
tor, continued to out pace the services secﬁcr, the grovth
rate in the manufacturing sector in creased by 12.1%; sugar
cutput rate by 41%; industrial senctions rate from Rs. 9.4
million in 1972-77 to Res. 37 billion beginning July 1977~
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Dec 1981. Public sector industriesgs production rate by 13%
sales of their products rate by 17%4; all public sector cor-
porationa registered profits; the first blast fuinaee of
Pakistan sieel mills was fired on Aug. 17, 1981, Agricule.
tural sector according for 30% of GDP grew at 4% the import
of wheat was discontinued, oil import bill shot up by 66%

to $1.667 billion; credit expangion from July 1981 to Dec. 1981
was to the tune of Rs, 9.448 million compared Rs. 4.774 mill-
ion in the corresponding period of the previous yveary infla-
tion rate showed a decline over the first 3 guarters of 1981
and the increase in whole sale prices declined f£rom 105%

to 36%; commerce price is dropped from 123 to 7.7y Zakt
beneficiaries'numbered 1.4 million is compared to 1,2 million
in ieeo; trade and balance of payments §osition continued to
be affected by worldwide recessiony; with the delinking of the
Pak rupee f£rom US § coupled with plummeting demand for rice
and cotton; the growth trend of 26% in export carring was
halted; the influence of however remittances recorded a dec~
line due to the US dollars appreciation during the fiscal year
1981, cannot account deficit in balance of payments was exp-

ected to go up by § 318 million.63

Beonomic development nece-
ssitates both capital and technological manpower. The oil
producing Bulf states have large capital surpluses available
for ﬁhe development of bagic infrastructure in their home
states. Their total population is 28 million with a popular

density of only 5 person too a sq. kms., Besides, there has
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beer a great dearth of skills even in basic crafts such as
masonry, carpentary, automobile mechanics etc,.. amongst the
local population on the country, the neighbouring Pakistan has
a high population with tremendous resources inskills and cra-

ftsmanship but unfortunately has poor financial re30urces.64

There 18 no mile stone on the road of economic progress
which has not been e stablished with the help of Pakistan work-
ing hands., Pak manpower migrating to ME, can be chassified

and grouped as under

) Manpower recpiigted by Pak orgns to work on their pro-

jects contracted by them in the ME/Gulf states (see
) 65

table 1

H !  Conatruction workers - 83,16
{ Professional + Managerial - 4,32,00

"mﬁ-#

! H Clerical staff - 1.52

‘mh

' ] Service workers - 2,19

:—-—--—-q—iib

i : Sales worker and Buginessman - 5,95

'm b

¢ ! Miscellaneous - 2.85

'M N

%42) Manpower (individual migrants) working in ME eastern

countries as professional engineers/contractors, doc-

tors teachers, skilled/unskilled workers (Table 2).66-



-

akistan migrants ; ' t
:.-»_? ‘Saudi Arabia
;“"f"?  UAE -
™t others Mz
‘%____g Othér countries
L

Table - 7

es upto 1980 (%

234,00
- 20,00
- 15.06
- 30,04

Countries | In millions %

Saudi Arabia 0.654 34.00
UJLA.E. | 0.385 20,00
Other M.E, state 0.300 15.06
Total M.E, 1,339 69.06
Other countries 0.554 30,04
TRAND TOTAL 1.923 100,00

,Sourcet Ibid; Pe 9067



.

Table -~ 4

150

Conatruction 1.114 83.16
Unskilled 0.570 42,55%
- X 83,16

Skilied 0.544 40.61X
Professional and

Managerial 0.058 4,32
Clerical staff 0.020 1.52
Service Workers 0.029 2,19
Sales workers and

Buginessman 0,080 5.95
Miscellaneous 0,038 2.85
TOTAL 1.339 100,00
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Tahle « 5

Néme df the B Contract ialue  status of
Project Location 45 'million project
l, Ground level
water ress. -
ervoirs-1 Abu Dhabi Us § 10 completed
2. Ground level
water Res-
ervolr-1I -0~ gs § 8,5 =30«
3, Peace Howk V Saudi Arabia US § 157,00 N (28
4, 3rd stage
expantion Zago
refinery Jordan Us § 24.0 Y. [
5, Trade Centre Abu Dhabi Us § 17.5 ~30-~
6., Sabah Al.Salim
Housing Kuwait Us $ 121.00 70% would be
completed
_ in 1983
7. High level water Jabel Ali
reservoirs Dubai Us § 13.5 Completed
8., Akbbg Medina Saudi Arabia US $ 60,78 s (2
9. Extension of _
ceament factory Y. Yemen $ 18.4 -Da§9t°f co-
Baizil mpletion
Dec. 1982,
10, Underground
water res-
voirs Abu Dhabi $ 13.43 Completed
11, Irrigation
Project, Baghdad 1Iraqg 5 55,37 80

contdeseee/=



152 -

12, Al-Ain Prison date of
Project UAE UAE $ 18,0 completion
| Feb. 1983
done by National Construction Company (NDD)
B o eres™ Dehran. |
base Saudl Arabia SR - 26.4 Ccmpleted
14, Al-Khang elec-
trification
scheme Saudi Arabia SR 83,00 ~30-
15, Overh®kad bridge
of Sofina Road
Jubail A0~ SR 349%4,00 «d0-
16, Al-Bilal Centre Riyadh,
| Saudl Arabia SR 100,00 by Dec. B3,
17. King Khalid Mil-
tary city Areas Saudi Arabia '
(1 and 3) Al-Balal SR 692,84 by Dec. 82
18. ~do- (2 & 5) SR 772,001 by Oct 82
19. Saline water |
conversion corgn
headquarters and
ancilliany S. A,
huildings Riyadh Rs, 134.227 by June 82,
20, Planatation and
land scaping
Al-Nava village Saudi Arabia SR 20,730 by July, 82
* Done by ADA Projects
21. Al-Xhahera
. Dariz Road :
Project Oman N.A. Completed
22, Feeder Roads
al -ng Mattrah
Qariyat _
highway ~30- Rs. 52 65% complete

Cﬂntd. se 0 o/“
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cont..,

23, Seela-alhand a
Highway Iraq Rs. 67,50 850% completed

24, Bupharater BRast
Drain Profect =  ~doe Re. 1000 started

25, Zubair irriga- ‘
tion project - ., 1. Rs. 450 by Sept.82

26, Vertical drain- - .
age project o N.A, by Dec. 82

27. Blue dam water
supply preoject Nigeria Re, 300 by Dec, 83,

®* by National Eng. Service Pak, Ltd (NESPAK)

%
28, Al-xXhanj elect-
rification
sy stem S.Arabia SR 300 completed

29, Bxparban work of
Al-Khaj Electri-
fication system  ~do=- SR 66,00 in hand

by National power Construction Co. Ltd. (NPCC)

30. Khalis K2
project Iraq N.A. . in hand

31, Dalmaj project «~d0- N.A, ’ 80—

32, Douth Ruj .
project wdO- N.A, ' completed

by Mechanised c¢ontr., of Pakistan

Sources Pakistans The Gulf relationship, Pak-Economist
Sept. 6, 1980, Vol. 20, no. 36, pp. 1-5.5°
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Pakistan's relationship with Gulf states are rooted in
the history and culture of the region - not to mention the
over - riding close affinity arising from a shared modern
revival of a common f aith, Even a cursory glance at the map
would sufficent to show that Pak is linked with the Gulf states
in regional-Geo-political ties which constitute a pemanent

reality, irrespective of their formal recognition.

Pakistan falled to perceive thve significance of this
crucial importance of a Gulf-relationghip during the first
quarter of its existance, because of its ereessive pre-occupa.
tion with the affairs within thé Indo-Pak sub-¢continent and
| its unwanted involvement in the conflict between Pak-Arabian
and Pak-Islamism., Pakistan's need for identifying the new
.pa.raneters of its intemational relationship_suited to its
¢hanged situation after Bangladesh crisis, _ebinsided with a
wide-front development in the Arab world giving hi‘c;:;h promie-
nance to Pakistan as an important Gulf neighbour.?o

~ The naﬁure of economic relationship between the two Pake
Gulf states has altered a great deal over the perio_d of the
late 40s -« when Pak emerged as an independent state. CGradually,
Pakistan has become a major economic and political entity well
en the way to industrial development. It had st%\tea its careex
‘with a competent administrstion, an effective army and vast

reservoir of skills alongwith a well-developed infrastructure.
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There was a natural desire to seek technological assistance
from Pak and use its f;plition for strengthening Guifs drive
tawards ﬁddernization.v The temptation may be too great to basze
the new relationship on the current ﬁerspective alone and view :
the needs of Pak seeking help from an efficient neighbour,

This wohld be sighted, There is a great mutuality of inter-
ests, Gulf faces problems of affluence as much as Pakistan
faces problems of poverty. There should be an attempt to build
a strong long term relationghip unaffected by changing economic
situation of either nation. Gulf states are indeed in a posi-
tion to provide financial assistance to Pak and has been in the
vanguard of those among OPEC states who have advocated that

oil exporting countries should assured responsibility for help-
ing the third world in the line with their newly accuired

economic affluence and state in the world economies.

REMITTANCES &

Pakistan is reaping substantial benefits from t he Middle
East oil bonanza aé;t from increased trade, petro - dollars
aid and investment,hthe longest windfall is the massive amount
of money sent to home by the Pakistan naticnals working in
Gulf states and Middle East countries., FPaced with a large gap
in the balance of payments, a heavy debt-servicing-burden a
big oii bill of § 1000 miliion a vear and gzcwing fastly, a
population increase of nearly 3% yearly Pak has become more
dependent on its expatriates earnings. Last year with a balance

of payent dificit of about § 1400 million r emittances £ rom
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Gulf gtates, equated the total export earnings, As for glow
bf'fozeign economic aild slows down and the cost of importes
goes up, their remittances are becoming 1nezeasing1y vital to

Pakistan's aconomy. -

;xperts adviges that expatriaties will send atleast
$ 2000-25000 million in the £iscal year of 1980-81 of this
total, more than 80% will be from the Gulf, Particularly from
Saudi Arabia, Qatar, U.g.E..Kuwait, Oman., In the fiscal vear
of 1978.79 the remittances were appromimately ¥ 1500 million

72

and 5 years ago they were only $ 288 million. For yearwise

breakup is given below:

Year Million Re/Pak
1973.74 1,488
1974~75 2,211
1975-76 ' 3,495
197677 5,845
1977-78 12,135
197679 14,812

1979-80 i8, 375

Source: Dawn, overseas, Tufail Ahmad Khan, March 3, 19831,
PP« 1019. : '
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Expatriate sector represented by Pakistani abroad and their
transfer of remittances have'rapiQAIly grow :;::t to year. 1Its
‘likely to ‘z’é;h $ 3,000 million by the end of 1981, Last year

$ 1500 million total accounted for 7.58 of Pakistan's GDP of
about § 20,000 millien. Economic planners are grateful for

the support of between $ 1500 to 2000 million which will be
available £from expatriates earnings for at least the coming
years increasingly way up to § 3000 million to help to bolster
the economy against balance of payments worries and other diffi.

cultﬁea.73

~ Apart from all these they send $ 500 worth of goods
during 1980-.81 fiscal year. Including £rom electronic goods to
garments - like, watches, cameras, VCRs, radios, two-in-ones,
tone, ready made garments, luxurious cosmatics ete, that will
also help the economy in both the ways goods wise as well as
surcharge (excise duty) by the Pakistan's governmenta., Since
Pakistan government has already liberalised the investment poli-
cies for investors, those who are living abroad investment
cpportunities in Pakistaétg%h undoubtedly-greateéikoéay. And
Pakisgtani nationsle - working in the Gulf would be well advised
to invest their savingas in industries of their own cholice.
Establishment of several industrial estates during the last
few years providing various physical facilities besides a 5

year tax holiday are among impartent incentives.
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Most profitable opportunities for small and medium size
investments exists in the food farming sector, aé dairy, polu-
try, fishery, cattle breeding, meat processing and packing,
fruit and vegetable preservation etc. Not only to substitute
imports but also to export to the near by Gulf states. which
presently have to import it from others. Clothing hoxiery in
an othet profitable field for investment with an eye on the

regional markets,

3 \Well planned efforts were made in Jan. 1980 to attract
the savings of Pak abroad into industrial investment by insti-

tutional means. This was gtate enterprises fund services 'A’

which has so far been the only massive to implement the idea

spelled out by the federal £finance ministry.7‘

To extract more esrnings and to facilitate them for that,
incentives should also be given., For that there are some sugg-

estions'as follow

(1) Floatation of multipurpose or general purpose MODARBA

‘Companies' beaPned to Pak nationals abroad;

(2) More floatations under the state enterprises mutual fund

SCha'ﬂe (So E.M.F, ) $

3) Revision of gift and baggage rules to sllow duty isn&gfaﬁg;
import of machinery, commercis) transport equipments

and industrial goods:



(4)

(s)

{6)

(1)
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 Better coordination between the foreign branches of
- Pakistan finanecial institutions on the cne hand and the

project identifying and sanctioning asgencies in Pakiw-

stan on the others

Concerted propaganda and asd information drive, parti-

cularly in Szudl Arabia and Gulf regional states;

Inviting peoples (expatriste-delegatione) from abroad

for 1n£ormeti¢n meetingy and

Conclusion of agreements with the states of Middle East/

- Gulf gtates under which stock exchanges of Pakistan

could open brancheg in those countries.75
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Chapter - V

o

€ O N CLVUS I 06N

After the sun set ;2 British empire throughout the glow
and energence of independent states including Pakistan, after
the 22nd World War, there was a new awakening among the newly
independent -shtmi. There was an awareness of need for chae
nges in economica, politica and strategic set up. The energence
of bipolar world with policentricity in trends - economically,
culturally, politically + militarily; plus the establighment of
United Nations an@ its powerful internationsl] agencies and '
powerful significaent regional groups aggravated the whole
situation for a rapid change of their economics., Industrial
cooperation and coerdination in all the fields of econcmics
with the identity of interssts in other €ields was the growing
ph&nmoﬂ ahong these newly independentatates. Identity of
interest was Gue to their ¢colonial past, for economic develop-
ment, security, political stability and for territorial inte-
grity. They were afraid of super powers bracketization, finla.
ndization, and alignment of atates into military power blocs,
to use against each other and in genersl against the poor deve.
loping worid. They had denounced the very idea of these all.
iances and asked for ctonomic cooperations among the Third
World -« for a just and equitable distyibution of economic
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resources, ¢ achinology, production, free from regional and
interastional or any cther sorts of rivalries for peece ani
sconemic cwclcpmmt. baged on putual understanding and coop~

aration,

Islanic Republic of Dakistan was bogn on 15 Avg. 1947,
in the same pracavious conditions, having the chavaetSyistics
of colonized state, fromthe “ritish colonial yoke. Feoomy
was under developed and totally disrupted by the Aivision of
the sub.continent into Indis and Pakistan, Admintstration wae
in these bordres wers Ansecure, country w 8s facing an acute
frmigration and trans-migration problen with social 4dlsorders
81l over and in all the spheres of the newly bora Pakistan,
Since, then Pakistan was in the nesd of a viable altermtive,
to wound up her hesls of division and to compensate her eco.
nomie, political, strategic, &”mw rial loas by cultivating
relations with outer world., Though {t could not succeelwd
in her primary attempts to estadblish a ¢loscre relations with
any ocuter world due to its imiature diplomacy with these states
and mostly due to the turmoil all over the tmﬂd sfter the 2na
Yorld Wwap, political cirels and nationalist moverents throughe
out the world, military powers attempt to divide the world into
their own political spheres, libsration movement among the
various Asiany African snd Lotin Anerican states, PDakistan
leadership at this time was totally helpless and unsuecessful
o play a significant role for ocutesr and struggling third world



gtates, Its role was limited due to the powerful urge among
the pecples for demoaracy snd constitutional form of govern-
ment elected on the basis of internctional gtmoi'sa and none-
aligned moverent mq the third world countries, Ilo Pakise
tant lcédn:ship was #0 mature and for sighted {n 50's as
Hehzu, Haaser, Sukagno, Tito, U, Nu, Singhnook and someny
others in their respective state to play s aftgnificant and
énminant role 'mmmtiamny and domestically.

The power strugile and quick succession of faw Sadivi.
duals, Pakistan's preference for military goverarent and power
blocs based on western oriented and aided military olliances,
seperation fron the third world, aince it was unable to come
under the non-sligned nmain-strem, were the few and signifi.
cant factors which alfnfated Pakistan from the rest of the
third world, communist world, Arsb world and again 1t lost
its oredibility among the states still struggling for their
tndependence against the colontaliststr with whom Pakistan

had signed a militsry pact.

The firest reaction coame from the Afab world with whom
Pakistan alwvays Claimed s deare-t and nesre-t brotherly relas-
tions, Again here Pakistani policy makers wexs unsuccessful
to see the blowing ctimfents of Agad Hationalism, Pak-Ialsmism
and Pafi«-Arabian movaments and thess states weres afraid that
Pakistan had jofned hands with anti.lslanic and snti.Aradbs and
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Muslim forces. Creation of Israel and the role played by
theze colenial powers, one can't forget, snd pospitively

these Arad nationalists cannct, °Pakistani allisnce was the
csuse which had throunh Pakistan & Secade back frem its cordtsl
and mutual friendship, which had emerged during their nstionsl
movenent for independence and after they got their real dream,

It vas only after the liberation of tangladesh from the
Pakistani administration saergence of powerful Middle cast «
scononically, politically, strategically =nd militarily more-
developed, cohesive and advanced with enszgence of nes states
from Ageb Gulf Shiekhdoms - Qatar, Oman, Bahzain, U,AE, and
Kuwait, Pakigtan had developed clozest possible tclﬁucus.

‘nd the process is otill on £or more and more cocperation in
the various fields of day to day life.

Whot 48 more significant sbout Pakistan and Gulf states
is that they have a ¢onron faith, religion, way of life, cui-
togs, including geo-strategic, geopolitical, ethinge, =nd cule
tural proximity among themselves, Pakistan always considered
the Gulf states as her kin and long last brothare, Introduce
tion of 'Nizem-F-Mugtafa'snd Islamization of economy and general
way of 1ife sagain hrauqm., Pakistan much cloger £0 the peoples
of Gulf. Proclasmation of Aradbic as national languege 0f Paki-
atan would help her in manouvering her diplomasy in these states

in a much bigger way,



Gulf states have suddenly becans financial super powers,
after 1973 oil price coup, They have handrede of billion of
surplus dollars, They sre usmg 11:5&!‘ their own econcmic
mo‘aetntution/.iuﬂuatriauzqum. uilding infrastzuctures
_‘ and services - alongwith they are investing a hand-some chunk
of their money into thizd world and developed western states.
They have signed contracts and joint ventures projects with
sevaral states including Pakistan a&s one of the most favourable
beneficiaries as in economic aid for Pakistan's developmental
plans, projects, services, militarizstion, atomic activities,
space activities, They have given billions of aid and ansise
tance under their varfious progranves and funds for modernize.
tion of pPakisten economy end to raise standard ﬂ!\nving of
Pakistani masses, There is a further recommengation thst let
there be mutually benefiziasl cooperation betwesn Pakistan and
Parsian Gulf states by sxchanging what they can give and take
from esch other,

By huilding a strong Pakistan, economically it was bel-
ieved that Pakistan can help her brotherly ststes in so many
ways. Since Pakistan has all the potentials, techanclogy, raw
materiala, skilled and gemi-skilled ladkor force, it can do
not only to infustrialice and modernice the Gulf world with
Pakistanl asttempts, but also can give self.relimmce to Gulf
states, And if not self reliance, Pakistan itself can fulfill
the need of the Gulif states.
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Militarily, again Pakistan is most powerful and exph.

rienced among all the Gulf stetes. The turmoil in that very
senuitive region of Guif - intra-regional, inter~regional and
extra-ragional rivalries, Iran-Irey war, Xionisn as s greater
threat to regional stability end territorisl, integrity and
sovereignity of the Culf statesy increasing communist pressure
in the Middle Eost and Persian Gulf, occupation of Afghanistan
by toscow, hun_lag Lebanon, P.L.0. problems, are the few sig-
nificant points whers reglonal politice are mw!.nq‘, In that
way Pakistan can do a lot atleast in inter-regionsl, intra.
regional dieput&s and to some extent extra-regional wars by
‘her military potentisls in setting down them snd bringing
that region into s stable, cohesive and developed region. Pakiw
stan’s sincerity in training, stationing the troups, arms
supply and manufacturing for them can be sesn in this pers.
pective, By that way Pak can be the sole protector of tis
region and have ample degree of control over their policies,
By nmoulding their policies in her favour, Pakistan ¢an get dip-
lomotic end political boost atleast for her own security ia the
nesr future, and can control outer world's intervention, inter-
ference in that very region. Pakistan mey be in a more bargain.
ing position, L1£ it achieved that much warranted control,

One more thing behind Pakistan's repeated emphasis on
Talamic blog' theory is that Pakigtsn can check Lits compe-
titors from the developed world developing worm angd from the
Islenic world also, Pakistan has a history of revolutions in
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all Islamic forums for this and that is why it assisted so
many organisations and commissions for a cohesive Islamic

world, that could help Pa);iatm fb: her security - economic
developrent and would give a forum to play a role at inter-

national levels.

Pakistan had always a pinch when (India) became the
leader of the whole third world, since then Pakistan tried to
organise Muslim world under one bamner in the name of Islam
and Islamic brotherhood to achieve the goal ti=gosl to play
a ieading role at intexrnational level, Having falled in that
mission, Pakistani decision makers in late 60s and in early
708 organised lslamic conferences for the fulfilment of that

very objectives.

Fekistan has now completely alicgned herself with various

Arab and Muslim world ozgaz’z'isaticns.. As 3

(1) Arab united military command -~ Tunis, Tunisia, 1964 for
the liberstion of Palistiney

(11) Arab Eo, Unity Council, 1953, for eco, coordination
and policies of the member states, |

{111) Joint Defence Councils To supervise implementation
of those aspects of the tresty concerned with common

defence,



v)

{v)

{vi)
{vit)
{viil)

{1x)

{x)

(x4)

(nig)

(xd4s)
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Arab centre for the stuldy of Dry Regions and Arid
Territories: Dmmascus, Syria,

‘Arad League educational, cultural and scientific orgs-

nisation (ALPCSO) Tunisis, 1964 « To promote intell.
ectbal unity of the Aradb countrics by means of education
to raise cultural standards, to enable the Aradb states
to particippte in technical developoent O establish
specialised institutions: to traia experts for research
iAn Arab civilization,

Acadenmy of Arsd Music.
Arsb centre for Industrial development, Tunisia, 1968,
Arab Inatituth-of forestry, Syria,

Arad Labor Orgns Irag, 1965, for Coopsration in labour
proxlems,

. Axadb Orgn, of Administrative Sciences: Amnan, Jorden,

1961,
Arab Orgn. for Ag. research/D: Sudan, 1969,

Ayan Orgn., for Standaridization and Hetrology:r Jordan
1968,

Arad Postal Uniop, Tunisla, 1954,
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{xiv) Arab atates Broadcasting Union (ASBU) Tunists, 1969,
To promote Arab fraternity, to squaint the world with
the AXab nations - coordinste and study brosdcasting
subject to exchange expertise snd technical coopera-
tion in broadeasting,

(v}  Arab Tele-Communicstion Union Irvaq, 1958, to coordie.
nate and develop tele-~comunications between menmbers
states, to exchange technical aid and encourage resesrch,

{(wvi) Civil Aviation Council of Arab stetes, Morocco, 1985,

xvii) Intersstional Arab Organ. for social defance agsinst
crime, Hotocco, 1985, | |

{sxvil) Joint Arasd sotentific Council for the utilizstion of
Atomic energy.

All these are unfoubted possibilitics, But let us now
see what has stopped Pakisten £rom realising them, The idea
ig not all that new either, It has been around for some time,
The pravious government organised the second Islamic Conference
with a view Lo achieving this, anong other objestives, Many
publicities waxed sloguently on this thame acon after the
. Labore summit. 'i‘héiﬁhmm for what were called trilaterel
desls -~ Arad money Pakistani land and lsbor and nptam tech-
nology w as boundleas.

But the past 10 years witnessed a disonal success, How
many of these ﬁmﬂ hopes could be realized?- Apart from aamc
political, economic and ailtural cooperations, nothing of the
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originally alluying prospect could be ttmshﬁxknﬁo reality.

Ch ! one forgets that there have been sOme Arad tnveatmentu.

and forms of aide, contracts, joint .vmturea for Pakistan., But
these do not amount to even a third of vhat the Pakistan s
ghtting from western world., why this disappointment, despite the
commonality of Pak.Islemic nritimmt and other objectives bet.
ween Pakistan end the Gulf states ?

RIVALS IN THE FIELD 3

Pakistan is not the only state which is looking and
gazing for Areb gold, So many third world, Muslims, and wese
tern end eastern world ares looking towards the Culf's precious
oil and money contracts, joint ventures, hoping eids and assis-
tance, capital investment 4in their economy., Pakistan forgot
others, The non-Muslim western world had more ideas and inf.
luence, after singing & a long and loving song ©f sympathy for
LDCs plight, they proposed various schomes Lo recycle the petro
dollars with the emphasis on the LDCg plight graduslly getting
a triflelushed, The Arabs quickly accepted these and soon a
quantun of disposable dollors dﬂ;ndled to redatively insignifi-
cant amountsy indeed before long, many oil ridh states began
asking for temporary sccomodation from Buro-dollor market,

Then it so happened that some other muslin' stotes also
had begun thinking similar thoughts, One knows for certain
about Egypt, Suden, Tutkey. One saw a major Turkisl. izader
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went arounth the Gulf world urging deals for Islamic armament
industries based on Turkish manpower and technological skills.
The Egyp!fans ware harmering sway at the sane 1dea even easrlier
and they spaheﬁrabie. Tha Sudan's developmentwss sccepted as a
pxdn:ﬁy.' early on. &t any rate such ideas remained ideas and
the Islamic solidarity, such as it was in 1973.74, has taken

a lot of battering since then, Does one go into what has been
displayed by 3 curgent ware, in the Maghreb, Lebanon and the
Shatteel.Arad ?

Be thst ag it may, let us look a little closely at th_is
alluying idea of devsloping Pakistan agriculture (Ag) andé
fndustry, armoty with the help of Arab capital so a5 to be
able to grow enough food and goods to maet all the needs of
the penple around the PG, The fact is there is not much of
the Arab momey available to Pak in any meaningful senze. But
wags that a sufficient reason for Pak to remain a today's level

of development ? Why could Pak not Gevellp/discover alternative

" source of investment’

SCOPE_OF RELATIONS 3
Furthez the scope of Pekistan'’e relations with Gul#

statas and the degree to which they have besn conselidated
since 1971 cun be julged from the following facts s

{1} The histeris convening of tha 2nd Islamic Summit Cone
ference in Lghore, 1974, under the wponsorship of the
late Mr, 2,A., Bhutto and King Faisal,
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(14) The establighment of joint ministerisl commissions for
procezsing cooperation in various fields with Gulf
and Midfle East gtaotes including the contracts, projects,
and joint ventures, |

(i14) vProtocol for cooperation in the milicary £ield vith the
Gulf states,

{1v) Peonomic ecsistance for Pakistan - as aid, lomns, capie
tal i{nvertments,

(v) A phengmenon incresse in Pakisgtan's trade with Culf
states,

{vi) Arrangement for technisal assistance and employment of
skilled, semi-skilled manpower from Pakistan 4n varicus
Gulf states, |

(vi1) Regular exhéhaenge of vi-~its at the summit levels cs well
as &t the miniaterial level with Culf staten,

(viti) Contrects at ecultural, snd popular peoples levalsy and

(3x) Arzangements for systematic coopsrationa with Culf states
in internstionel forums leading to the sdopting of common
position on various global 1@&3.

Hi¥Eithe last I can say only that Pakistan can pley a sig-
nificant role in the Culf states/region due to hey phyzi~nlly
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geographical proximity, cultural, religicnas, ethinic nearness,
common faith énd beliefs, understanding - and more &ue o her
~ acononic potentials, technological dcvelé;menta aSvancemnents
and i{nnovations, skilled, e»whnoemkes. etpertise « managerial,
sininistrative, manpower, military powers and competent and
experienced leadership 4n diplomacy not only in Gulf but througe
hout the wa:id. an& further with the help of Gulf money and
supnort Pak san play an important role for Muslim world to
build up a towering Islomic solidarity group, for Islemic
internstiomal bBrotherhood based on mutual cooperstion, under.
standing, with prosperity and econanic developnent.
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