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In the past decades, whenever interlocutors from India and Pakistan got together for dialogue to improve their bilateral relations, it almost routinely ended with skilfully-worded communiques stressing a need for more confidence-building measures before they could grasp the nettle on such complex issues as Kashmir, the Siachen Glacier and Sir Creek. There was said to be a huge trust deficit where India portrayed itself as a victim of repeated acts of cross-border terrorism while Pakistan never forgot the stab in the back in 1971. 

 

This brings to mind the story of a snake and a farmer who lived peacefully until one day the snake fatally bit the farmer’s son. In a fit of rage, the farmer struck back to kill the snake but he only managed to cut off its tail. The snake never left the farm and the two kept a safe distance from each other. Whenever they tried to befriend each other again, the farmer always remembered his dead son and the snake never forgot its lost tail. The efforts for friendship, needless to say, were never successful.

 

That is changing after President Zardari’s recent visit to India as suddenly there is smell of money in the air with India and Pakistan embarking on a new era of economic collaboration. India apparently has forgotten the attack on its Parliament building, the Kargil misadventure and the Mumbai carnage. Pakistan, on its part, has apparently placed all territorial disputes with India, which were core issues till yesterday, on the backburner. 

 

The existing balance of trade between India and Pakistan is in the ratio of 7:1 in favour of India. In 2011, India’s exports to Pakistan stood at $2.33 billions and its imports from here at $330 millions. Indian businessmen feel that the volume of bilateral trade can be increased four times to $10 billions by 2015. Towards this end, India may lift the ban on investment from Pakistan, import Pakistani textile products and liberalise the visa regime. There is already talk of opening more crossing points. Pakistan presently lists 1,945 items which are allowed to be brought in from India but out of these, only 108 items can be transported directly through Wagah. This may now change with the grant of an MFN status to India as of later this year. 

 

India has done well economically in recent years. Its large middle class, with remarkable talent, energy and entrepreneurship, is its single-most valuable asset. A successful Indian diaspora and worldwide network have been added advantages. These days it is foraying into Western markets in a manner reminiscent of China not too long ago. Yet, the previous pace of progress is no longer guaranteed, and this seems to the biggest evolving economic story but it is not getting the desired global attention. 

 

While the BRIC counties (Brazil, Russia, India, China) are acknowledged as performing economies, serious concerns have been raised about India’s complex problems, inadequate policy responses and uncertain future trends. A recent article in The New York Times has cautioned that while the world is focused on the PIGS countries in the euro zone (Portugal, Ireland, Greece, Spain), which are currently in the eye of the economic storm, the real worry should be about India. 

 

The Indian planners must be gravely concerned at the slide in the country’s growth rate, which was down to 6.1 percent in the last quarter of 2011. It was projected at 8 percent over the medium term with a 6.9 percent target set for 2012. With little in the works to check deceleration, this downward momentum is likely to take a further toll at economic projections. It is now a foregone conclusion that ranks of an already staggering 400 million people living in extreme poverty will swell further.

 

When the Japanese, Korean and Taiwanese economies burst into galloping growth in the past, the phenomenon was always preceded by significant increases in their agricultural production. It is considered a crucial indicator for economic takeoff, but this sector is under-performing in the Indian economy. Persistently low crop yields, poor transport and water infrastructure, and a legal system perceived as hostile to foreign investment in basic agriculture and agribusiness has all but slowed down India’s Green Revolution of the 1970s despite employment of more than half of the country’s workforce in this sector. 

 

India ranks 132 in the 183 countries on the World Bank’s list of “Doing Business Index,” and fares slightly better than Nigeria and Syria and behind Honduras and the West Bank and Gaza. There are reports of retroactive taxation on foreign earnings years after returns were submitted, which prospective Pakistani investors should take a note of. With an estimated 50 percent of its children under the age of five years malnourished, India hasn’t invested too well in its future. Manmohan Singh’s economic policies are thought to be overregulated and not headed towards further liberalisation and market-oriented reforms. Pakistan will have to examine available options carefully to avoid further deterioration of an already disturbing trade disparity.

 

India’s energy infrastructure is considered under-structured by international standards to meet its domestic industrial demands into the next decade or two. It is also under pressure from the US to reduce dependence on Iranian oil imports for US-led sanctions to be more effective in the United States’ stand-off on the nuclear issue. Any energy-related projects with India should therefore be undertaken after these elements are factored in. The track record of our ministry of water resources and power during last four years has been uninspiring and regrettably hasn’t induced the desired confidence or comfort level in public, and therein lies the worry. 

 

Now that a retired army general has yet again been appointed as chairman of the Pakistan Steel Mills with a bailout package, the government can perhaps explore import of high-grade Indian iron ore through government-to-government contracts to achieve competitive production costs. If the rulers are serious about long-term viability of this strategic asset, then they will have to break this vicious cycle of first propping up the Steel Mills through much-maligned military personnel (recently called “Dangerous Duffers” by a distinguished lady of the law) and then opening it up to plunder by cronies and professional looters under banner of “Democracy is the best revenge.”

 

While India’s stride in service-based growth has been impressive, with such success stories as Bangalore, it also reflects the non-homogeneous nature of this phenomenon. Prosperity through higher productivity in segregated islands rather than integration with mainstream economy has its own limitations and consequences. There are serious apprehensions that even this boom may have run its course. 

 

It is not an unknown phenomenon in global economics, where in the past many countries initially took impressive starts and then suddenly hit a plateau for a variety of reasons. It remains to be seen whether India would be able to get over its current problems and reverse the decline in its growth rate. Pakistan hopes that it does since the high tide of prosperity there can help lift up the millions of poor on this side of the border. 

 

Who is the farmer and who the snake in the story narrated above? Well, that is not important, besides a good thing about these fables is that they can always be switched around either way, depending upon one’s viewpoint. It is important, however, that both India and Pakistan stop looking over their shoulders into an unpleasant past and approach all other outstanding issues with zeal and enthusiasm. 

 

It would be a pity if the recent memory loss helps only trade, and not much else.
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