Wanted in Afghanistan

Pakistan has successfully exploited its proximity with Afghanistan for raising the volume of bilateral transfer of goods and services in its favour. Will the trend last?

By Rahimullah Yusufzai

There is no doubt that Pakistan's trade relations with Afghanistan have increased manifold in the post-Taliban period. Though there is some disagreement over the volume of this booming commerce with President General Pervez Musharraf and Prime Minister Shaukat Aziz giving different figures about it, the fact remains that the legal trade is set to rise further in view of the growing pace of reconstruction in Afghanistan.[image: image1.jpg]



The prime minister was quoted as saying during a meeting with Asian and American journalists forming part of the Jefferson Fellowship Programme that the volume of trade between Pakistan and Afghanistan had reached $ 1.5 billion. The president, on the other hand, said the current figure was $ 1.2 billion and it was rising.

During his recent visit to Pakistan, Afghan President Hamid Karzai reportedly said that Pakistan's exports to Afghanistan might cross the $1.5 billion mark this year due to the increased demand for Pakistani goods. He noted that Pakistan's exports to his country during the Taliban rule was in the range of $ 25 million.

Official figures of the volume of this trade showed that Pakistan's exports to Afghanistan rose from $ 38 million in 1998-99 to $ 748 million in 2004-2005. By the end of 2005, Pakistan government functionaries were saying that the exports were expected to rise to one billion dollars. And now they are claiming that it has crossed $ 1.2 billion and is poised to rise further.

These are impressive figures. The big increase in Pakistan's trade with Afghanistan was made possible by the reconstruction boom in that war-ravaged country. A number of countries and international donors have been pouring money into Afghanistan to rebuild its infrastructure and revive its institutions. Foreign assistance has also gone into emergency humanitarian relief for the Afghan refugees returning home from Pakistan, Iran and other countries and for internally displaced Afghans. Besides, cash and relief goods are being continuously donated for victims of natural disasters, which seem to target Afghanistan every now and then. There have been earthquakes, floods, epidemics and other emergencies that require quick response on the part of the international community.

The huge increase in Pak-Afghan trade is an evidence of the potential that exists in furthering the volume of this mutually beneficial commerce. It shows that Afghanistan is an untapped reservoir to become Pakistan's most important and profitable trading partner. The balance of trade is heavily tilted in Islamabad's favour and, therefore, any further increase in commerce will benefit Pakistan. Afghanistan doesn't have much to export to Pakistan and it cannot hope to catch up with its eastern neighbour in terms of the quantum of its exports across the Durand Line in the foreseeable future. The phenomenal rise in the trade between the two neighbouring countries also highlights the benefits of interlinked regional trade. With reduced transportation costs and on account of preferential trade agreements, all countries in the region will benefit by increasing the quantum of their bilateral and regional commerce. Another aspect of the rise in the volume of trade between Pakistan and Afghanistan is the crucial role of the private sector. Pakistani industrialists and businessmen have been quick to tap the growing Afghan market by organising greater export of their products. Some Pakistani entrepreneurs have invested in Afghanistan in partnership with Afghan businessmen. The National Bank of Pakistan pioneered modern banking in Afghanistan by opening a branch in Kabul. It later started a second branch in Jalalabad and is now planning to open a third one in Kandahar. Habib Bank Limited has also started operations in Afghanistan.

Presently, most Pakistani exports to Afghanistan cater to the needs of the construction industry. Cement is top of the list, followed by steel bars. Sanitary fittings, electric appliances, paints, and all other items required in the building sector are being exported. Clothes and fabrics, medicines, tyres and tubes, you name it and it is part of the export list. Fresh vegetables and fruits are also destined to Afghanistan, thereby occasionally creating shortages at home and causing price hike. Cattlehead are in big demand across the border due to the meat-eating habit of the Afghan people. The Afghans had huge stocks of cattleheads but recurring droughts have resulted in huge decrease in the number of cattle in Afghanistan. This decrease has forced Afghan traders and butchers to look to Pakistan for the import of livestock. It is another matter that bulk of the cattleheads is smuggled across the long and porous Pak-Afghan border. Some of the police stations in settled districts of NWFP near the tribal areas and the Afghan border often have to cope with unmanageable number of buffaloes, cows and sheep seized from smugglers.

Often forgotten, another major Pakistani export to Afghanistan is manpower. According to conservative estimates, more than 50,000 Pakistani workers have already found work in Afghanistan and more are preparing to go there. The majority of Pakistani workers are in the construction industry. Skilled workers -- including masons, steel fixers, plumbers, carpenters, electricians, etc -- are much in demand there. Young men familiar with computers have also been flocking to Afghanistan. This is the first time in recorded history that people from this part of the world -- that is, the Indo-Pak subcontinent -- are going to Afghanistan to find work. Until now, the movement of people was in the reverse order with Afghans coming down their mountain abodes to earn their livelihood in the plains of present-day Pakistan and India.

Afghanistan mostly exports its famous fruits, both fresh and dry, some vegetables, precious stones, carpets, Karakul caps, etc, to Pakistan. However, Afghanistan has now trading partners other than Pakistan. It also has more avenues for exports than the past and is, therefore, able to command better prices for its goods It is no longer dependent on just Pakistan, Iran and Russia for its exports and imports. The diversification of its trade has enabled it to earn more profits.

Afghanistan's reconstruction plans got a boost recently when the British-sponsored London conference brought together 70 countries and several donor organisations, who pledged to give the war-devastated country $ 10.5 billion over a five-year period. Known as the 'Afghanistan Compact,' the package envisaged donors' inputs to improve security, governance, rule of law and human rights, and economic and social development. It is a tall order but the donors, particularly the Western nations led by the US, appear determined to make available the required resources to undertake measures to prevent Afghanistan from becoming a sanctuary for radical Islamic movements such as the Taliban and al-Qaeda in future.

Earlier, the Berlin and Tokyo conferences on Afghanistan had chalked out a roadmap to put Afghanistan on the path of democracy and underwrite the first phase of its reconstruction. Upto $ 4.5 billion were pledged in the UN-backed Tokyo moot and most of that money has been delivered and spent. There have been widespread complaints of misuse of that money and its low impact on the state of Afghan economy and standards of life. However, the arrival of dollars and yens helped accelerate construction of roads and buildings, along with the demand for consumer goods and vehicles. The money promised at the London conference, which concluded on February 1, 2006, will further accelerate reconstruction with bulk of the amount going into the construction industry. Pakistan stands to benefit again due to its proximity to Afghanistan and its proven capacity to deliver the required construction material such as cement and steel bars.

This rosy scenario, however, has its limits. One should not lose sight of the constraints in the trade ties between Pakistan and Afghanistan. The Afghan Transit Trade Agreement (ATA), signed in 1965 to give access to landlocked Afghanistan to the Pakistani seaport of Karachi, has often caused bitterness in the commercial relations between the two countries. Islamabad in 1994 came out with a negative list to disallow imports of those goods under ATA that were being smuggled back into Pakistan, harming its fledgling industry. Kabul, whether under Mujahideen, Taliban or Karzai, has always objected to this list. Pakistan has gradually done away with the negative list. Cooking oil was perhaps the last item that was recently removed from it to allow its import to Afghanistan. Problems can arise once again if the goods imported under ATA are smuggled in such quantities that threaten Pakistani industry.

Another sore point is the pressure being exerted on Pakistan to allow Afghanistan and India to conduct their imports and exports through the Wagah land route. Pakistan has resisted the pressure until now but it is feared the US and other Western countries could join hands with Kabul and New Delhi to make this happen. That will surely benefit both Afghanistan and India but will deprive Pakistan of its trade leverage in terms of its proximity to Afghanistan. However, there will have to be give-and-take with Pakistan anxious to import gas from Turkmenistan via Afghanistan and increase its trade with Central Asian nations via the Afghan land route.

 

