Offer of more US aid
By Shahid Javed Burki

WE have been there before. But the question for Pakistan’s new leaders as they head towards Islamabad is whether they want to go there again?

Senator Joseph Biden, a powerful Democrat who heads the Foreign Relations Committee of the US Senate, issued a statement from Islamabad that suggested that the Americans were prepared to significantly increase economic assistance to Pakistan.

Senator Biden’s statement was made as he concluded his visit to Pakistan. He had come here to observe the elections of Feb 18 and was accompanied by two other senators, John Kerry and Chuck Hagel. Senator John Kerry was the Democrat’s candidate for the presidential elections of 2004, while Hagel, although a Republican, had parted company with President George Bush over the issue of Iraq. In other words, the three senators represented the voice that will be heard from Washington once the administration changes there in January 2009.

Why should we read so much significance into a statement made by a single US senator? The answer lies in the way the American system works. Under the country’s constitution, the government’s purse strings are controlled by Congress and nothing can be spent by the executive branch of the government unless it is first appropriated and then authorised by the legislator.

Those who have seen Charlie Wilson’s War, a recent movie about the role played by a single Congressman in providing billions of dollars worth of aid to Pakistan and the Afghan mujahideen in the fight against the Soviet invasion of Afghanistan, would appreciate the point I am making.

And, moreover, Biden is not an ordinary Congressman as was the case with Charlie Wilson. He heads the powerful US Senate Foreign Relations Committee that can sway the stance Washington adopts towards another country. This is especially the case if the Congress and the White House are controlled by the same political party as is likely to happen after the elections in the United States later this year.

This is what Biden had to say after he and other senators observed the elections: “We should give the new government a democracy dividend above our annual assistance to jump start progress.” The senator had said earlier that he would be prepared to recommend tripling of the amount of aid Pakistan was receiving under the agreement signed by President Pervez Musharraf and President George W. Bush at a meeting a few years ago at Camp David, the retreat in the Maryland mountains, where the US presidents entertain only those whom they really care about. According to that agreement Pakistan was to receive a total of $3bn spread over six years, or $500m a year. The senator was prepared to take that amount to $1.5bn a year.

Why this generosity? Senator Biden was clearly impressed by the way Pakistan was marching towards democracy. He had said before leaving for Islamabad that if the Pakistani elections were fair and open, he would be prepared to recommend that Islamabad be rewarded with a large increase in American assistance. However, if it became clear that the government had interfered with the electoral process to help the PML-Q, the party that had supported President Pervez Musharraf, he would be prepared to recommend the suspension of all assistance to Pakistan. That, clearly, had not happened and the senator was prepared to offer the new government a ‘democracy’ dividend. But giving support to restarting the democratic process in Pakistan was not the entire reason for adding significantly to the support Washington was providing to Islamabad. “That happens to be the best way to secure their active support for the things we care about, including taking the fight to Al Qaeda and the Taliban,” said the senator.

But the award of additional money the Senator was willing to recommend to which ever president took office in Washington following the US’s own elections of November 2008, was not entirely for military purpose. According to one newspaper report, “The initiative would buttress recent US strategy emphasising education and economic development as keys to stabilising society and weaning away tribal and rural support for extremists…The United States has already allocated about $400m for economic aid in fiscal 2008 in a bid to address public grievances.”

In the way Washington wished to address the problem of Islamic extremism in Pakistan reflected the lessons it had learned in Iraq: that ‘shock and awe’ delivered by dropping bombs from aircrafts flying 30,000 to 40,000 feet above their intended targets do a lot of what is euphemistically called collateral damage and thus creates more enemies. The other strategy – that of winning the hearts and minds of the population – while not likely to move fast enough to satisfy the impatient American, was better suited to fighting Islamic militancy.

Before accepting large doses of American economic aid, policymakers in Islamabad should carefully reflect on two issues. One, how much dependence should there be on economic assistance that comes tied with all kinds of non-economic conditions? Two, while the rise in Islamic militancy has become a problem for the country, should the strategy for dealing with it be crafted by the people and leaders of Pakistan or should that be left to Washington and other western capitals?

On several occasions, I have discussed why it is not healthy to depend so much on external assistance for supporting economic progress. This has been done on several previous occasions and each time Pakistan has paid a heavy price. The price comes in the form of shock when the assistance is curtailed or withdrawn for reasons that have more to do with the preferences of the policymakers who provide aid and not because of Pakistan’s needs. Easy access to large amounts of external capital is usually problematic.

Economists have a term for it; they call it the ‘Dutch disease.’ It is so called since several decades ago the Netherlands, having discovered natural gas, exported large amounts of it. The money that came in distorted the Dutch economy by raising the value of its currency to the point where the country lost competitiveness in most other exports.

This disease has hurt many other countries that were similarly placed as the Netherlands. This hurt Indonesia in the 1975-1995 period and is still hurting Nigeria, Angola, and several other oil exporting countries in the African continent. While Pakistan’s access to easy foreign capital was not the result of oil discovery or export of some other natural resource, aid also produced some of the results associated with the Dutch disease. Pakistan has not been able to change the structure of its economy to become more self-reliant. Instead it is constantly in search of new sources of finance, allowing its foreign policy to be dictated to some extent by these efforts. This is not a healthy approach towards statecraft.

More to the point is the issue of developing an approach towards dealing with the rise of Islamic extremism. The way Pakistan should deal with this phenomenon will not always fit with the priorities of the United States and other western nations. It would, therefore, be wrong to make the economy hostage to the national strategic interests of other countries no matter how much money is on offer. Pakistan is still paying the price for Charlie Wilson’s Afghan war.

