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Pakistan has decided in principle to complete the process of granting India the Most Favoured Nation status of WTO parlance by the end of this year. India has welcomed this decision as it would be able to sell Pakistan a lot more. And therefore the opponents of this process are back with their polemic, saying that open trade with India threatens Pakistan’s economic security. Even though the anti-trade lobby is losing support, they can argue that the liberalisation of trade with India has far-reaching implications. The government’s gingerly forward and backward steps on this issue over the past few months are sufficient proof that MFN is far bigger than allowing Bollywood into our cinemas and our living rooms. But, seriously, Pakistan cannot delay the process indefinitely without facing multiple consequences. 

It is common knowledge that the circuitous trade with India through third countries results in extra costs for the Pakistani consumers. If Pakistan imports the same goods from other producers at higher costs, we as consumers again bear the price differential. A highly restrictive trade regime between Pakistan and India also means that SAFTA cannot really take off, thereby resulting in retardation of moves towards greater economic cooperation between SAARC member-countries. The current levels of trade between South Asian countries leave the subcontinent way behind regional models like Mercosur in South America and Asean, to say nothing of free trade areas like the European Union and Nafta. 

In the emerging global trend of lowering the trade barriers, we cannot afford the luxury of shutting our markets without being seen as spoilers. Nor can we indefinitely delay the process of improving relations with India by treating progress in one area as sine qua non for achieving results on other issues. If India could not refuse to talk to Pakistan forever because the terror threat had not disappeared, Pakistan too cannot block the enhancement of trade with India because of a lack of progress in the settlement of the Kashmir dispute. 

Pakistan can increase cooperation with India while maintaining its principled position on Kashmir. Pakistan should remain on the Kashmiris’ side. Their long struggle and sacrifices have obliged India to look for a solution. The way forward would be a process in which Pakistan and India engage in purposeful negotiations with the participation of Kashmiri leaders to develop the outline of a durable settlement.

While the Indian officials and business circles are pleased with Pakistan’s decision of extending the MFN status, it is not clear how mindful the Indian side is of the genuine fears in Pakistan about serious damage to our economy from a rapid increase of imports from across the border. As we lower trade barriers, there will be numerous complaints against the dumping of cheaper Indian goods. Our exporters will be exasperated by India’s non-tariff barriers. Therefore, the increase of Indian exports and the absence of corresponding growth of our exports to India would only sour the atmosphere. Is there any point in liberalising trade if that would lead to frustration, rather than bringing the two countries closer? Misgivings notwithstanding, the answer would still be yes, because dismantling trade barriers is the way of the future while keeping the barriers is considered regressive and outdated. 

The avalanche of Indian movies in Pakistan or the roaring success of Pakistani singers in India has not helped in changing hearts on the two sides. India still refuses to play cricket with Pakistan for political reasons. The Pakistanis may be taking Bollywood in their stride, but the flooding of Indian goods is going to be a different ballgame. The role of Pakistan’s film industry in the country’s economy cannot be compared with that of the textile, automobile or pharmaceutical industries. We will have to create efficient monitoring systems to ensure that injury to Pakistan’s industries leads to restrictions on cheap imports. Punitive measures will need to be supported by technical dossiers. The complex non-tariff barriers cannot be overcome by the existing bureaucratic structures. The government, the TDAP and our industries will have to hire business experts and lawyers to make sure that our answer to dumping is not only symptomatic but based on hard irrefutable data. 

Barring unforeseen developments, from 2013 onwards Pakistan-India trade will be moving in the fast lane. In other words, we would be not only seeing a rapid growth of trade but also experiencing tit-for-tat safeguard measures already being practiced by many other countries and trade blocs of the world. Europe, which saw some of the most horrendous wars in history, became a pioneer in peaceful coexistence and economic integration after World War II. The Europeans are often urging India and Pakistan to follow suit by forging economic links and making South Asia a free trade area. Presently, all this may sound like utopian thinking, but at least a beginning is being made through the opening up of direct trade between South Asia’s two largest yet very disproportionate economies. In order to ensure that we are in a win-win situation, it depends more on the bigger country to provide a level playing field to the smaller partner. If that becomes unachievable, the flurry of trade generated by reciprocal MFN status may soon end up in a trade war of sorts between India and Pakistan.

 


