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BEFORE gaining independence in 1947, what was to become Pakistan was part of the larger economy of British India. This ceased to be the case over a two-year period following independence. The main reason for this was a series of hostile moves by New Delhi to cripple Pakistan economically. 

The intention probably was that the men who had led the fight for the creation of a separate homeland for the Muslim community would realise the folly of their actions and seek re-entry into the Union. India would thus become whole once again. That did not happen and Pakistan survived economically through a combination of sacrifice and some luck — the Korean War produced a boom in the prices of several commodities in which Pakistan had large tradable surpluses. 

Jute produced entirely in East Pakistan came to be called the ‘golden fibre’ and earned huge amounts of foreign exchange. Cotton, leather and wool — mostly the products of West Pakistan — also did well. The earnings from the exports of these commodities were able to pay for the first industrialisation effort Pakistan launched in order to develop an economy that was not dependent on that of India. 

With economic links between independent India and Pakistan severed, Pakistan went looking for partners in development. The first choice was the US which had its own strategic interests in the area of which Pakistan was an important part. After the signing of a defence agreement in 1954 Pakistan became a large recipient of American military and economic aid. This relationship lasted for a decade, from the mid ’50s to the mid ’60s. The India-Pakistan war of 1965 resulted in a pullback by the United States. 

Pakistan responded by developing close relations with China, a country that was isolated from the rest of the world partly because of the ideology it was pursuing but also because of the US effort to contain the communist state. China-Pakistan ties withstood changes in Pakistani regimes as well as a major ideological change in China. 

The leaders of both countries have identified their relations as an all-weather friendship. This was reaffirmed by both sides during the recently concluded visit by President Asif Ali Zardari to Beijing and Shanghai. It was the fifth visit by the Pakistani president to China, the subject of this column last week. 

In between the approaches to America and China, Pakistan also developed close relations with the Middle East. This was based on a number of considerations, among them the Middle East’s need for workers which Pakistan could supply and Pakistan’s need for external capital flows which was partly provided by the oil-exporting countries in the region. But there was a negative side to this relationship as well. It exposed Pakistan to a highly conservative interpretation of Islam which was to have profound consequences for the country’s social development. 

Saudi Arabia, at the urging of the US, paid for the establishment of Islamic seminaries located in the border area between Afghanistan and Pakistan. They taught not only Islam to the young who lived in the refugee camps that housed more than 3.5 million Afghan refugees, they also taught ‘jihad’ and trained them to fight the Soviets in Afghanistan. Thus were laid the foundations for the rise of the Taliban. 

Pakistan is now at a point at which it needs to define its external relations in terms of its economic and development needs rather than in terms of promoting Islamic ideology or becoming part of a new Great Game. This is being played out as the large economies in the world reposition themselves to accommodate the rise of China and the impressive increases in the rate of growth of that country’s economy. 

While I have been urging the need to develop close economic relations with India I am cognisant of the fact that India is not an easy country to love. This is not only Pakistan’s experience. It is also the experience of other countries in India’s immediate neighbourhood. This places Pakistan in a similar position as Turkey that has been seeking close relations with the European Union only to be repeatedly rebuffed. Perhaps Turkey and Pakistan could work together to create another economic region focused on the development of the Central Asian region with which both have strong historical ties. 

Turkey’s recent economic rise has surprised most observers of the country. According to Landon Thomas Jr of the International Herald Tribune, “today Turkey is a fast-rising economic power, with a core of competitive companies turning the youthful nation into an entrepreneurial hub, tapping the cash-rich export markets in Russia and the Middle East and attracting billions of dollars in return”. 

Turkey has recently reported a stunning 11.4 per cent economic expansion in the first quarter of 2010, second only to that of China and better than that of India. The European Union is not likely to grow at a rate of more than one per cent in 2010. 

Turkey’s performance is astounding given that just 10 years ago it had a budget deficit of 16 per cent of GDP and an inflation rate of 72 per cent. The great irony is that Turkey will meet the criteria set by the Europeans to enter the Union more fully than some of its present members. Its debt to GDP ratio is only 49 per cent and it could well get its budget deficit below three per cent by next year. Judging by the spreads on credit-default swaps, Turkey at 192 is way ahead of Greece at 980 and marginally better than Italy at 194. 

The new generation of Turkish entrepreneurs has left the aggressive European type of secularism espoused by Kemal Ataturk, the founder of modern Turkey. Most of them now at the forefront of the Turkish economy are practising Muslims and have no qualms about their faith. They are also the followers of Prime Minister Recep Tayyip Erdogan who has been successful in combining social conservatism with sound economic management. His Justice Development Party is now the most dominant political movement since the early days of the republic. 

In other words, Turkey is pointing the way Pakistan could go. It could partner the country and create a bloc of non-Arab Muslim states that could also accommodate Afghanistan as the US engagement in that country begins the phase-out period

