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Overshadowed by the high drama of Pakistan-US relations, last month’s move to liberalise trade between India and Pakistan went almost unnoticed. The trade initiative is a specific positive step in relations since formal dialogue resumed earlier this year. 

But whether Pakistan-India relations are now irreversibly set on a positive trajectory is open to question. While trade’s contribution to improving relations is still to be tested, the political developments in the region signal a negative trend and inject uncertainty into a fragile peace process.

The decision to boost bilateral trade came at a meeting of the commerce ministers of the two countries in September. It was agreed to more than double trade within three years to $6 billion. This was followed by the foreign minister’s announcement in parliament that Pakistan had agreed in principle to grant India the Most Favoured Nation (MFN) status. A roadmap to achieve this is expected to be unveiled after a meeting of commerce secretaries in early November.

This plan which involves turning the present ‘positive’ list of goods that can be traded to a negative one (representing a shorter list of barred items) will open commerce up between Pakistan and India. The proposal has evoked criticism from different quarters in the country – industry, where some sectors fear losing to Indian competition; Kashmiri groups, who fear Islamabad will put the dispute on the back burner; and opposition leaders, who complain they were not consulted about the initiative. Islamabad will have to address all these concerns to ensure that liberalising trade with India enjoys a broad national consensus.

The government has already stated its commitment to secure agreement from Delhi on eliminating formidable non- tariff barriers (NTBs) before the MFN proposal is implemented next year. Although most of India’s trade partners complain about its NTBs, the procedures Pakistani exporters have to comply with are additional and often discriminatory. India’s NTBs and other trade measures, for example subsidies and anti-dumping actions, make for an uneven trade playing field with Pakistan. 

For its part Delhi has signalled it will drop its opposition to the preferential EU market access offered to Pakistan in the wake of last year’s floods. This modest, time bound deal has been blocked since 2010 by India which is now expected to withdraw its veto at a WTO meeting due in early November. If this was a trade-off it is anything but equal.

Developments on the trade front follow the completion of a full round of talks between the two countries earlier this summer. This covered the entire eight-plus-one point agenda. On the ‘hard’ agenda items, dialogue did not produce any positive movement. If anything, talks on Siachen and Sir Creek revealed a hardening of the Indian position. On Kashmir, the conversation remained just that – a conversation with a re-statement by both sides of their familiar positions. The modest Kashmir-related confidence building measures agreed to are insufficient to create a ‘less tense climate’ in Indian-held Kashmir.

Both sides of course know that progress on thorny issues is likely to be a slow and incremental process. Neither Pakistan nor India expects an immediate breakthrough on any front especially with elections ahead in both countries.

Meanwhile recent developments have generated unpredictable dynamics for the region. A week after Indo-Pakistan ministerial level trade talks, Kabul and Delhi signed a strategic partnership agreement. The October 4 accord stipulates among other things that India will train and equip Afghan security forces. Islamabad did not publicly react to this. But coming at a particularly delicate juncture in a high-stakes regional game, driven by the approaching 2014 ‘transition’ in Afghanistan, the pact aroused predictable anxiety in Islamabad. 

Accompanied by US-led western efforts to promote an enhanced Indian security role in Afghanistan it revived longstanding fears in Pakistan of ‘encirclement’ by its neighbours to the east and west. Seen to be part of a strategy to outflank Pakistan and undercut its regional role this raised questions about Delhi’s longer-term strategic intentions just as bilateral diplomacy yielded an agreement to open up trade.

Yet for Pakistan it is important to persist in the endeavour to normalise relations with India. This is all the more essential because Pakistan is preoccupied on its western border and must address pressing economic problems at home. As serious momentum has yet to be built in the dialogue process, it is vulnerable to reversal even breakdown especially in a volatile regional setting. This calls in the near term for a sharp focus on what can help to prevent the relationship from relapsing into confrontation and create the foundation for a future structure of South Asian stability.

There are three such areas of challenge where confidence-building measures are essential and achievable.

One, in the present environment, when bilateral communications are patchy and mutual suspicions endemic, it is urgent to prevent any uncontrollable or unintended escalation of tensions sparked by a sudden or spectacular event. This could be a terrorist attack, a ceasefire violation on the Line of Control, a flare up in Kashmir, or an accidental border incursion. Any such development could spark runaway tensions, inflame domestic public opinion in both countries and create compulsions for either government to raise the verbal ante. Both countries have to agree on guidelines and standing operating procedures to avert escalation as a consequence of unforeseen events or at least to manage a crisis if one breaks out.

This involves mutual understandings and action to control terrorism and address the situation in Kashmir as the two are inextricably linked. To damp down the possibility of Kashmir-related violence a visible improvement in the situation in Indian-held Kashmir is necessary. This means addressing the human rights situation, ending draconian security laws and allowing the Kashmiris to exercise their democratic right of free assembly and expression – for the emergence perhaps of a ‘Kashmir spring’.

The second challenge arises from the approaching endgame in Afghanistan. In what can be an increasingly complex posturing by regional powers for influence in a post-America Afghanistan, Pakistan and India can become locked in an intensifying action-reaction cycle. This could complicate the search for a political solution to the Afghan conflict and also reverse the positive momentum in their bilateral relations. Already the Indo-Afghan agreement has injected a new factor into Pakistan’s strategic calculus. 

To reduce the potential for miscalculation and build regional trust the two countries will need to indicate to the other what is acceptable and tolerable about the other’s role in Afghanistan and explore the trade-offs that may be possible in this regard.

The third and most important challenge is posed by India’s military build-up, posture and doctrines. Its ambitious modernisation and expansion plans and the strategic consequences of nuclear exceptionalism accorded by Washington to India are well documented and require little elaboration. They are heightening Pakistan’s security concerns. The bulk of India’s land, air and sea forces remain deployed against Pakistan and it is Delhi’s aim to ensure more rapid mobilisation than during the 2001-02 crisis. 

The enunciation of doctrines such as ‘limited war under a nuclear overhang’ and ‘cold start’ is indication of these Indian aims. These have already impelled Islamabad to take counter measures including moving towards greater operational readiness. Hair-trigger alert systems could risk transforming a small incident into an escalatory confrontation. CBMs in this area should aim at the renunciation of destabilising doctrines, building greater transparency, and agreeing on nuclear risk reduction and conventional military restraint measures. This should not merely brush off the dust from older CBMs but induct new, more ambitious ones that are relevant to the present strategic landscape.

Ultimately the prospects for peace and stability will depend on the ability of the two countries to proceed along two parallel but mutually reinforcing tracks of engagement: a near term process aiming at control of tensions and a longer term one focused on normalising relations. The two would eventually have to converge to build an environment to resolve disputes. Without this durable peace will be elusive. 

