
onions andsugarfrom
Ldpurely to cater to
shortages of these
ies in India.

businessmenconduct
Ivernment still has to
~ole of a facilitator and

Ithis activity by relaxing

./travel regime and
tariffbarriersthat are
sites for trade

trade ties have, three

ents-illegal trade,
~ed through borders;
~or 'informa,\f trade,
'out through ~'third'
and re-exported from
Pakistan; and formal
ough irnpgrWexports of

:ruse througb reCognised
airports, land customs

'and inland container

iejIJ~g!I!~e channels
lers Whdopetate along
n unfenced stretch of

astan sector along the

~us Indo-Pak border.
r trade is conducted
agents Whoare stationed

'Chemicals,textile fabrics, leather,
medicines, plants for perfumes,
pharmaceuticals, videotapes,
rice, sugar, cosmetics, and
viscose fibre, is estimated around
$2bn per year.

India granted Pakistan the
status of Most Favoured Nation
(MFN) in 1995-96. In Pakistan, a
dominant lopby has been trying
to impede the' free trading
between the two neighbouring
countries. Pakistan, as a result of
this hostility, does not ext(\nd
normal GA'IT-WfO rigl)tSof the
MFNstatus to'In

There is I fear that
Indian goo ill flood our
marketstause closure to our
loc stries. Government is
Co nt of this fact and has
thus been selective so far in
allowingonly those goods to be
exported and imported that are
not immediately going to
negativelyaffectour industries.

Moreover, the fear of an
Indian take-over has been
exaggerated. India has an upper
hand in certain industries, while.n-WIn

these companies decide to
produce for the Indian market.

Similarly,it is an open Secret
that Indians, under the guise of
some other companies, procure
rice from Pakistan,sOrtit, brand
it, and market it 'allover Europe.
Joining hands with Indian
companiesto use their marketing
expertise may prove extremely
beneficial for Pakistani rice
exporters.

On the othe
products, .Iest
industriiiI prodt
th .~.

trade are cultural affinity,
common language, similar
economic and social systems that
provide an ideal foundation for
broader Indo-Pak trade ties.

For instance, Pakistan imports
iron-ore from Brazil and
Australia, and tea from Kenya
higher prices, though
could be impo
from Indi
I ,.

2) Positive media repo~ge
would also help in creating better"'.?
impressions in the minds of
visitors for each other's
countries. While democratic
governments in either country
have no direct control over news
media, journalists invariablytend
to pick up news leads infonnal!y
from officialdomabout the other
country. Governments of India
and Pakistanmust make sure that
their statements reflect the
positiveside of the situation.

3) Land routes could be more
beneficial than sea~borne trade
for Indo-Pak trade flow: Long
distances from the port city of
Karachi to the hinterland by
road/rail may prove to be
uneconomj.calin comparison to
the shorter distances directly
through the land borders of the
two countries.

4) Regularinteractionbetween
businessmen is necessary asa

- mechanism to gather market
03 tbtelligence. These meetings
om§hould ideally take place

0' ,." "L>L>n ~~
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between the two neighbouring exporters.
countries.Pakistan,as a result of On the other hand, I
this hostility, does not ~"q;e~d,p!,Q ~spe(:i
normal GATI'-wrOrlghtSiorffie iIld products,
MFNstatus to'India. the cost. of impQ~ for

There is agerieral fear that industrialists in. the
Indian g9Qd,.~will flood our Te,J9;ilePt
marketsa.rideauseclosureto our f,
10caLindustries. Government is
cognisant of this fact and has
thus been selective so far in
allowingonly those goods to be
exported and imported that are
not immediately going to
negativelyaffectour industries.

Moreover, the fear of an
Indian take-over has been
exaggerated.India has an upper
hand in certain industries, while

, low freight
binerybeing produced

in India. Similarly, India's
chemical industry

AwIn-wlngame
The attraction of mutual

tradingbetweenthe twosides is.
n -WIn aIDe

~-~ ".

'~/eavetheir tradiUonalhostilitiesandrivalriesandchooseareasofco-operationandcompetition.

:s like Singapore or
us, the combined
'illegal and circular
'chlargerthan formal

e, which in reality,
aounts to 'pseudo'

. thetwocountries.
trade between India

.n through a third
;lticularly Dubai or
if vegetables, fruits,

Pakistanhas advantagesin other
industries. Pakistan's two top
items, ie cotton and rice are far
superior in qualityto tP. ones in
India. Pakistan's textih Idustry
can safelycompete wil adia as
far as knitted garf ts are
concerned, as it ha~, Iduced
qualitystuff for brand! ! !.evis,

Nike, Timberland et, Idwillfrod a ready market 1dia if

linked to low freight costs, which
translate into cheaper prices,
given the contiguous borders of
these two counti'ies. In this
situation, a government that is
keeping in view the people's
interests is obligedto ensure that
commodities and merchandise
are imported only from such
countries. Other conducive
conditions between Indo-Pak

interests, as it would be to their
mutual advantage. Just as coal
and steel were the 'lead sectors'
in European integration, there is
every possibility of agriculture
emerging as the m!\iorsector in
which co-operation and joint
actioncan benefit both countries,
especially in the context of
liberalisationof these sectors.

Agricultural industry has a
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2) Positive media reportage
wouldalso help in creatingbetter'"
impressions in the minds of
visitors for each other's
countries. While democratic
governments in either country
have no direct control over news
media, journalists invariablytend
to pick up news leads informally
from officialdomabout the other
country. Governments of India
and Pakistan must make sure that
their statements reflect the
positiveside of the situation.

3) Land routes could be more
beneficial than sea-borne trade
for Indo-Pak trade flow: Long
distances ITomthe port city of
Karachi to the hinterland by
road/rail may prove to be
uneconomj.cal in comparison to
the shorter distances directly
through the land borders of the
two countries.

4) Regularinteractionbetween
businessmen is necessary as a

. mechanism to gather market
03 Intelligence. These-meetings
'1fT~hould ideally take place

independently between the two
t sides. Such meetings will enable

businessmen to understand the
strengths, weaknesses,
opportunities and threats of their
competitors,which is essentialfor
successful negotiations that
eventually translate into higher
trade statistics.

A peaceful Sub Continent is
the solution to Pakistan's
problems of lack of foreign
investment,employmentand lack
of social development. A 5%
reduction in the defense budget
will enable millions of poor
people to have access to
education and health services,
and this alone should sufficeas a
reason to join hands with India.
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~elp us aQppt
these n.orms,and rQake USeligible
f.ordevel.opment:
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:oriFhaV'e

cn . creating a
!t :prQ eedintne,c.ountriesto
ide p new' strategies .of
. C9tJ1petingaXl surviving.
fGlbbaUS!itioJ:t forced

countries t.omake a e
ii from their' ," f
~h~ompeting at

e same Jactors .of
,arid, thus,Offer the

same c.ompetitiveadvantage, t.o
actmillyco-.operatewiththem and
bec.omepartners in devel.opment.

The new era .ofdevel.opment
demands that nati.onsleave their'
traditi.onalh.ostilitiesand rivalries
and chO.oseareas .ofc.o-.operati.on
and c.ompetiti.on,Thus, instead .of
c.ompeting with each .other .on
sellillgfarm pr.oductst.oAmerica,
the EU n.ow decides which
Eur.opean c.ountry will be

supplier and which
c.ountry will be
distribut.or; while
.other c.ountries
bec.ome part .ofthe
value chain and make
much m.oregains .out
.ofthe process, rather
than c.ompetingwith
each .other and

I
. causing damaging

pric

,

e wars that erode profitability
and pr.oductivity. ,

Thus, c.ompanies and
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~ ~

m

By Andleeb ..
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bilateral

trade '

In S.outh Asia, there are
en.ough ec.on.omic reas.ons f.or
pr.om.oting intra-regi.onal trade
and co-.operati.on. Direct trade in
g.oods, which are being diverted
thr.ough a thiI'd party, will benefit
all c.ountries. Besides, many
g.o.ods being imp.orted at higher
c.osts fr.om .outside the regi.on can
be made available fr.omwithin the
regi.on.

Trade potential
IXl 1948-49, India was

PakistaIfsmQstimp.ortanttrading
partn,er: That year, 56% .of
Pakistan's ~rts went t.oIndia
ap.d32% .ofan .ourimp.ortsc;une
fromIndia.ID,,2000.01,Indo-Pak
bilateral trade was less than

5% .of the respective
',es' worItltrade. In 2000-
, exp.orteda mere$186m

g.o.odsand services t.o

~
~t.of $44bn in t.otalrts. The same year,

. aggregate exp.orts
$8.8bn, .out .ofwhich

IDwentto India. '

.o-Pak ec.on.omic relati.ons

11

imp.orted .oni.ons and sugar fr.om
Islamabad purely t.o cater t.o
severe sh.ortages of these
c.omm.odities in India,

Th.ough businessmen c.onduc
trade, g.overnment still has t(
play the r.ole .ofa facilitator anI
prom.ote this activity by relaxinJ
the visa/travel regime ani
reducing tariff barriers that ar
prerequisites f.or trad,
pr.om.oti.on.

Indo-Paktrade ties luive-
c.omponents-illegal trad
transacted thr.ough b.order
circular .or 'inf.ormal' trad
carried .out thr.ough a 'thir
c.ountry and re-exp.orted fr.o,
there t.o Pakistan; and form
trade, through impOrts/exports
merchandise thr.ougnrecogIili
seaports, airports; land custoJ
stati.ons and inland c.ontain
depots, The illegaltrade charm!
are smugglerswho .operateald]
the 675km unfenced stretch
the R1\ihastansect.or al.ongt!
c.ontigu.ous Ind.o-Pak b.ord!
Circular trade is c.onductl
through agents wh.oare statim'

A win ----~---
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, ..,Uu,ouu»,v,;er the
same competitive advantage, to
actuallyco-operatewiththem and
becomepartners in development.

The new era of development
demands that nations leave their
traditional hostilitiesand rivalries
and choose areas of co"operation
and competition.Thus, instead of
competing with each other on
sellingfarm products to America,
the EU now decides which
European country will be

supplier and which
country will be
distributor; while
other countries
become part of the
value chain and make
much more gains out'
of the process, rather
than competing with
each other and

. causing damaging
price wars that erode profitability
and productivity.

Thus, companies and
countries are forming alliancesto .

, ~~ 8fs&tj~
- ;"gi~~~~ .

form of modus operandI calh~d
'co-opetition'. To make this
possible, there is a worldwide
movement for forming regional
trading blocs.

There are many advantages
for forming regional trading
blocs: it promotes economic co-
operation among the members;
improves the competitive
position of the group in a
globalised world; facilitates
political harmony within the
group; and forges a collective
bargaining position in global
negotiations. Yet, trade among
South Asian countries was less
than 5% of the region's total
exports, compared to 22% in
Aseanand 55%in Nafta.

Theneweraofdevelopmentdemandsthatnationsleavetheirtraditionalho~

.,. bilateral

trade
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can be dividedinto trade-which
is done between business
communities-and co~operation,
which is conducted through'
governments. Scope for co-
operation at the governmentlevel
is generally limited to
infrastructure-related projects in
sectors like railways, power and
telecommunications. However, a
few years ago, New Delhi

in free ports like Singapore or Pal<
Dubai. Thus, the combined ind
volumes of illegal and circular iten
trade ,aremuch larger thanformal sup
levels of trade, which in reality, lndi
therefore, amounts to 'pseudo' can
trade betweenthe two countries. far

Informal trade between India cor
and Pakistan through a third qUE
country-particularly Dubai or Ni~
Singapore-of vegetables, fruits, fine
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