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Pakistan: Economic and Security Progress and
Political Stagnation

Washington’s March 25 decision to allow the sale of F-
16 fighter aircraft to Pakistan and President Pervez
Musharraf’s April visit to India capped a year of
economic progress and greater political tranquility in
Pakistan. Musharraf remains army chief and has kept
tight control of the political system. With national
elections two years away, he is working on political deals
to guarantee his reelection. The India-Pakistan peace
process will continue, though real settlement
negotiations will require more policy changes than
either side has been willing to make thus far. Pakistan’s
long-term domestic challenge is still there: to rebuild
institutions and deal with extremists who flout the
government’s authority.

India-Pakistan tensions ease – for the moment: President
Musharraf’s April 16 visit to New Delhi reaffirmed and
strengthened the peace process. “Cricket diplomacy”
grabbed the attention of the media. But a bigger
contribution to the peace process was the announcement by
Musharraf and Indian Prime Minister Manmohan Singh that
they intended to allow truck service on the route they had
just opened up to bus service between Muzaffarabad in
Pakistan-controlled Kashmir and Srinagar. They expressed
the hope of starting local trade, demonstrating that the bus
service was not a one-time event but the start of a
continuing process.

The two leaders also condemned the
violence that marred the first Kashmir
bus trip and instructed their staffs to
intensify work on two of the hardy

perennials on the India-Pakistan agenda—a boundary
dispute involving the Sir Creek, near the Arabian Sea coast,
and the presence of both countries’ troops on the Siachen
Glacier in the high Himalayas, within Kashmir. Both sides
are talking seriously about a gas pipeline (despite U.S.
reservations) and perhaps about expansion of trade. These
positions have fairly strong popular support in both
countries, though a major terrorism incident in Kashmir or
anywhere else in India could quickly roll back any progress
made so far.

To move to real settlement talks, however, both parties will
need to make major policy changes. Beneath the warm
handshakes and smiles for the cameras lie plenty of mutual
suspicion and anger. Just before Musharraf arrived in India,
India’s defense minister had accused Pakistan of pursuing a
"two-faced" policy on Kashmir, promoting peace but also
encouraging military groups involved in terrorist activities
in Kashmir. Expanding popular contacts may be the easiest

way to keep both countries and residents of Kashmir
engaged in the short term, but as time goes on people will
demand more concrete evidence of results. Both the
Pakistani and the Indian governments will have to manage
their domestic politics carefully. Neither wants to be seen as
“giving in” to the other side.

A tough juggling act: Musharraf is consolidating his
power base. In December 2004, Musharraf refused to give
up his additional post as the chief of the armed forces.
Giving up direct control over Pakistan’s powerful military
is evidently a risk that Musharraf is not willing to take now.
Musharraf continues to keep the army’s senior officers well
informed on his thinking about the country’s future. His
most important power base seems secure.

Opposition parties are frustrated and bitter. Much of the
political maneuvering now under way is focused on the
next parliamentary elections, due before October 2007.
Musharraf’s five-year term as president also runs out in
2007. The constitution provides for the national and
provincial parliaments to elect the president. Musharraf

wants to
guarantee his
own reelection;
the other
civilian parties
want a better
shot at

meaningful
participation in
power.

Negotiations
between

Musharraf and
the Pakistan
People’s Party
(PPP) of self-

exiled leader Benazir Bhutto intensified with the return to
Pakistan of Bhutto’s husband, Asif Zardari. Bhutto wants
early elections and a way back into active politics, a tough
sell for the government. Meanwhile, Bhutto has met with
one of the key leaders from the Pakistan Muslim League,
traditionally her arch-rivals, in an apparent attempt to find
common ground (and make the government nervous).

Musharraf would like to work with the six-party religious
conglomerate, the Muttahida Majlis-e-Amal (MMA),
against the major secular parties, but their ties with some of
the militant organizations make them potentially dangerous.

.
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The MMA feels betrayed by “the uniform issue,” since
Musharraf had worked out directly with them the now-
broken agreement that he would leave his army post. And
its parties have more reservations about Musharraf’s India
policy than other political forces. But they face internal
tensions as well.

None of this threatens Musharraf’s position or that of his
government. Prime Minister Shaukat Aziz has Musharraf’s
respect, especially for his strong performance as finance
minister. But Aziz has no political power base and thus no
authority independent of his relationship with Musharraf,
and the same is by and large true of the other ministers.
This Musharraf-centered system pushes off to the indefinite
future the time when the Pakistan’s civilian politicians from
will wield real authority. This in turn will keep Pakistan’s
institutions weak and fragmented.

Restive provinces: This is a familiar issue in Pakistan’s
turbulent political history. The most intense problems are in
Balochistan, where sabotage and guerrilla action are
increasing against the province’s gas pipelines and the
federal government. Local tribal leaders have a long history
of friction with the national government, including a near-
civil war in the 1970s, and a complex web of ties to
Afghanistan. In addition, this poorest but most resource-
rich state in Pakistan is pushing hard for greater economic
dividends from its gas resources and for federal help in
dealing with a desperate lack of infrastructure and water.

Secretary Rice met with President Musharraf of Pakistan in March 2005.
(Photo Courtesy: US Department of State.)

In Sindh, the Karachi-based Mohajir Qaumi Movement
(MQM) party, currently a member of the ruling coalition,
has demanded a review of the Pakistani constitution. In the
North West Frontier Province, whose provincial
government is run by the MMA, the army’s decision to
carry out operations in the tribal areas, which both the
Pakistani government and the British before them had
largely left alone, has met stiff resistance from tribal chiefs,
and left the army with the unattractive choice between
looking weak and looking heavy-handed. Operations

against Al Qaeda are unpopular in the province and paint
the MMA as the defenders of Pakistan and Islam against
American pressure.

The militants: quieter, but still there: Two assassination
attempts on President Musharraf in December 2003 jolted
the government’s relations with the militant movement and
shook the army. In December, 2004, the Pakistani
authorities announced that one “low ranking” soldier had
been sentenced to death and another to 10 years in prison in
this case. Others are under detention, and one Air Force
officer accused in the same case was reported to have
escaped from prison. Parts of the militant movement have
similarly been under pressure from the government. The
most visible result has been a trickle of killings of important
militant leaders in unclear circumstances, including most
recently Amjad Farooqi, believed to have been involved in
the Musharraf assassination attempt and other high-profile
attacks.

Political and sectarian violence has generally been down in
recent months, but it is not gone. The start of the Islamic
month of Muharram, a time of mourning and prayer for
Pakistan’s roughly 15 percent Shia minority, was
punctuated by the assassinations of high-profile activists
from both Sunni and Shia groups. In light of the long-
standing ties between the militant groups and Pakistan’s
army and intelligence services, it is far too early to
conclude that the government has decided to put them out
of business. Even if it has, the Al Qaeda elements and other
extremist groups in Pakistan are still potentially very
dangerous. Musharraf and his government are handling
religious politicians with great care.

Good economic news: After several years of work by the
government, the economy is improving. Investment in
productive assets has picked up, and job creation is likely to
follow. Both agricultural and industrial output was higher
than anticipated in the first few months of 2005 and this is
seen as a signal of strong economic growth to come. The
investment climate still suffers from concerns about
security, but this is a very welcome development. U.S. aid
flows contributed to these results, but Pakistan’s policies
have also played an important part. The Pakistani
government has initiated investment and tax reform
measures that have boosted investor confidence. Pakistan’s
prime minister and senior economic officials continue to
stress that market-friendly policies are a top priority of the
government.

Relations with China remain strong, but shift focus:
China is Pakistan’s strongest traditional ally. In the past five
years, China’s relations with India have expanded, and
China has taken a more even-handed position on the
contentious issue of Kashmir. In April, Chinese Premier
Wen Jiabao made an important visit to India, where
Chinese and Indian leaders showed considerable eagerness
to resolve their border disputes and signed numerous
business agreements to boost their growing economic ties.

Despite this shift in the center of gravity, China remains an
important Pakistani partner. It provides generous military
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supply. Its development and infrastructure assistance has
important security overtones. Chinese assistance to build a
deep-sea port in Gwadar, in Pakistan’s Balochistan
province, probably reflects Chinese interest in safeguarding
its energy supply routes. Gwadar could also be significant
should China at some future point decide to maintain a
naval presence in the Indian Ocean.

The Washington connection: Washington’s
announcement that it would sell Pakistan F-16 fighter
aircraft is very important politically, and somewhat less so
strategically. The U.S. cancelled an F-16 deal in its aid
cutoff to Pakistan in 1990, and for complicated technical
reasons, took eight years to refund the money Pakistan had
paid for the planes. Musharraf had pressed for F-16s from
the beginning of the revitalized U.S.-Pakistan relationship
in 2001, to undo what most Pakistanis saw as a terrible
wrong. From the U.S. perspective, the sale was designed to
make clear that the U.S. relationship operated across the
board. At the same time, the U.S. has continued to provide
generous economic assistance, with a particular focus on
education.

Meanwhile, the U.S. continues to build up its ties with
India. The Administration explained the F-16 sale in a
background briefing that also described U.S. willingness to
sell India similar aircraft, to allow India to co-produce
them, and more generally to “help India become a major
power in the 21st Century.” This statement reflected
Washington’s effort to de-link its relations with India and
with Pakistan. For many in Pakistan, however, it revived
long-standing concerns about Washington’s staying power.
That staying power, in turn, will be heavily influenced by
Pakistan’s ability to rebuild its institutions, restore civilian
rule, and move extremists off the political stage. The
economic progress of the past year is a useful step in that
direction, but the political part of that task remains to be
done.

— Teresita Schaffer & Pramit Mitra
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