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THE recent meeting in New Delhi of the secretaries of commerce of Pakistan and India was the most satisfactory one after a long time. And that came as a surprise to Asif Shah who represented Pakistan. He not only got what he sought but also an invitation to come up with a list of twenty items which it can export to India.

So, the Pakistan government is compiling the list in consultation with all the stakeholders in the country, while marking a beginning with the export of cement to India by six factories. The move for export of surplus wheat was dropped as the wheat prices at home shot up and ultimately touched a record Rs1,300 a ton.

The Indian proposal is that the items that are surplus in Pakistan but are needed by India should be exported. What is truly surprising is that the export of twenty Pakistani items will not face the usual hassle of non-tariff restrictions which are too irksome. This time, India did not ask for the Most Favoured Nation treatment in return for this concession. Nor did it seek transit facilities for trading with Afghanistan and Central Asia. Nor did it refer to the full implementation of the Safta.

India has in fact appointed a committee to identify the factors that result in a large imbalance in the trade between the two countries. According to the latest trade figures available, imports into Pakistan from India amounted to one billion dollars last year while Pakistan’s exports to India were $323 million. However, the informal trade between the two countries through smuggling and through third countries like Singapore and Dubai is estimated at $3billion.

The potential trade between the two countries is estimated at $5five billion.

One of the reasons for the poor formal trade between the two countries is lack of adequate transport infrastructure particularly for heavy trucks so both the governments have decided to build necessary roads so that more goods can move across the borders.

What has happened in India may not be a change of heart but a change of strategy. India feels that since smuggling on a large scale keeps flourishing it is better to have formal trade and profit by the taxes and know what moves on both sides so it prefers to permit formal trade on a restricted scale beginning with twenty items from Pakistan.

India also knows that Pakistan’s exportable surplus is limited and prices tend to rise when export to India is mentioned.

India also realises that the confidence building measures are making headway in several areas but not in the political sphere.

So while holding on fast to its position on political front, it seeks to make concessions on other fronts without damage to itself.

If earlier, it allowed the export of vegetables and meat to please the consumers in Pakistan it is now trying to please the businessmen by importing twenty selected items from Pakistan of their choice.

In this way India can create a strong lobby in Pakistan. While putting the basic Kashmir issue on the back burner, it wants to make concessions on the trade front and end the bickering on that score.

India knows the conditions in Afghanistan are too unsettled, with the Taliban on the ascendancy, large scale trade with Afghanistan is not possible. So it did raise the transit trade issue this time in New Delhi. The two delegations have agreed to open branches of their banks in each other’s country and promote linkages between their capital markets.

India didn’t raise the issue of full implementation of the Safta as it wanted its mechanism to take care of itself.

The Federation of Pakistan Chambers of Commerce and Industry is well advised to consult the Indian Federation of Chambers of Commerce in respect of what India really needs before finalising its list.

The list should also be revised once in six months or a year so that supplies of items Pakistan is short can be taken off the list. India did not mention any reciprocal list for imports into Pakistan from India. Whether it will come up with such a list is not known at this stage.

The most significant part of the understanding between the two countries is the use of trucks between the two countries so that they can facilitate easy movement of heavy vehicles.

For trade in the north of Pakistan, trucks are evidently suited, while railway wagons could be in short supply. Hence traders on both sides have been insisting on the use of trucks, but the Pakistan government had been opposed to it except in case of vegetables. Some textile mill owners imported cotton on trucks in the north and got it cleared by the government after an ordinate delay.

But now the government will go along with the businessman and help them use the trucks.

Pakistan has now to move fast on the export front in which the world is moving fast. China is in the forefront and may soon emerge as the number two exporter in the world replacing the United States while Germany stays at number one position. China can do that with its eleven per cent economic growth which it is trying to reduce.

In the area of free trade, while Pakistan’s negotiations are making modest headway, Japan is about to sign an FTA agreement with the Asean. Even otherwise Asean is to have larger trade relations with China, Japan and South Korea and they had high level consultations in Manila last week.

The urgency for Pakistan to make headway on the export front has increased following the over $7billion current account deficit last year and 80-90 million dollars in July.

Such deficits cannot be sustained over a long period. Pakistan has to make a break in the export front and it is now proposing to have a country-oriented export policy for each importing country of Pakistan. and that is very proper but the disappointing news is that as we need large exportable surplus and value-added exports the manufacturing sector is stagnating.

