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death writ. The world will never witness a
transparent Omar al-Bashir. It is time for a
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Editorial
NOTE

Welcome to the July, 2015 edition of Economic Affairs monthly magazine.
First and foremost, I would like to wish everyone a very happy Eid. I hope
that everyone has had a wonderful and peaceful holiday with their loved
ones.
Our cover story this month encompasses a different topic concerning a
geographical area we usually have not covered extensively in the past.
However, as I always like to emphasize, we, at Economic Affairs, have made
it our goal to consistently strive to ameliorate our magazine and always
cover new and a wider range of global topics and issues from an economic
and political perspective.
The recent elections in the Sudan are a perfect example of the dysfunctional
results of a system which fails to respect a democratic electoral process and
system of governance.
However, unfortunately, this is not unique to the Sudan. Corruption and
voter fraud (two elements which function hand in hand), are embedded in
many systems of governments and societies around the globe.
The illness which is corruption is tragically ingrained into the very fibers of
underdeveloped and developing countries, where the majority, those with
the misfortune of not being a part of the elite, can easily be marginalized
and taken advantage of.
Voter fraud is also not unique to the Sudan, sadly. Even in the United States
in 2000, doubtful electoral processes yielding far from honest results
occurred in the presidential elections. Our cover story calls attention to this
very significant problem which plagues many societies and disrespects the
will and needs of the masses.
In this edition, we also feature a wide range of topics on articles based on
international affairs in the realms of politics, finance and economics. We
strive to remain detailed, fair and honest in our reporting and opinion based
analyses.
Thank you as always to our very talented writers, our hard working team and
our loyal readers. You make it possible for us to aim to do better and reach
higher.
Happy reading!
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Vyshinsky in
the SUDAN
Despots are dependent on corruption to retain power.
Movement towards transparency is a death writ. The
world will never witness a transparent Omar al-Bashir.
It is time for a legal writ for the nation to move forward.
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I

n 1940, Stalin sent his strongest
political
operative,
Andrey
Vyshinsky, to bring the Baltic
States to heel under the boot of the
Soviet state. Vyshinsky arrived in Latvia
on June 18th, installed as Stalin’s special
envoy. The president of Latvia, Karlis
Ulmanis, was forced to appoint a “people’s
government”. Within days, the president
and key members of his administration
were arrested and deported to the Soviet
Union. A hastily scrambled election took
place on July 14-15, with a single list of
Soviet-picked candidates on the ballot.
The results gave 97.8 percent of the vote
to the previously unknown and
unheralded
candidates.
Vyshinsky
preened for the press corps and expressed
hope the newly elected “people’s
parliament” would attain success. (1)
Corruption is an ancient political art form
with a steady march of new players. The
basic mechanics of corruption use
deception as a fulcrum for power and
control. In a clearly defined “Vyshinsky
moment”, President Omar al-Bashir has
once again steamrolled into office in the
Sudan. The April 2015 presidential
election is over. Al-Bashir’s fellow
corruptocrats gleefully awarded the
incumbent 94.5% of the electoral vote.
The National Congress Party retains
control of the political machine. Promise
of a “harmony government” is just the
latest dung from a man with lying lips and
internationally recognized heartless
cruelty.
Long live the man whose father milked
cows for a living! Omar al-Bashir
embraced his father’s work but not the
same work ethic. The man has been
milking the national teats since his illegal
ascent to power in 1989. The president
will carry on his tradition of governance
malpractice and political extortion.
Citizens will continue to groan under the
rule of an oppressor. Long live Vyshinsky
in the Sudan!
Dirty hands cannot wash dirty hands. The
African Union Election Observation
Mission extended a dirty hand. On closer
view, there is dirt under the fingernails. (2)
The 2015 report is a trite document which
opines that polls opened on time, the sites
were clearly marked, and the electoral
process relatively peaceful. “Everything
taken together, the AUEOM reached the
conclusion that the results of the election
would reflect the will of the voters of the
Sudan.”
www.economicaffairs.com.pk

Ceremoniously, I reach for my matches. It
is time for a symbolic burning of a printed
document which is in the category of
molecules-without -merit.
There are molecules-of-merit on my desk.
They consist of Supreme Court
documents contesting the presidential
election results. One appeal is filed on
behalf of a bloc of five presidential
candidates. This appeal was offered in
front of the Federal National Supreme
Court (Department of Election Appeals).
The men fought “honourably” and sought
their appeal in accordance with the legal
provisions of electoral law. Two of the
court filings were submitted by the
National Reform Party on behalf of their
candidate, Mohammed Elhassan al-Sufi. I
provided guidance for his campaign and
wrote basic talking points. In a hopeful
manner, a presidential acceptance speech
was written for an English-speaking
audience.
I communicated with the candidate whilst
he was on the ground in the Sudan and
during the months preceding the election.
Extensive debriefing and access to
physical records provide a stark reminder.
We continue to live with an outdated

notion. Justice should not be blind. True
justice acts with eyes wide open. Let me
open your eyes with an abbreviated
synopsis of the complaints submitted to
the Supreme Court regarding electoral
irregularities.
Voter fraud via the mechanism of
manipulation of the recognized
housing certificate was rampant.
There were cases of multiple votes cast
with one certificate and unfettered
cases of voter fraud. Many individuals
came to the polls and found their vote
already cast in absentia.
Deliberate crowding was used as a
logistical means to promote chaos
prior to the closing of polls.
Vote boxes were unsealed and votes
added after the polls closed. In one
instance, it was noted that a vote card
book annotated 206 votes. The
following morning the series number
was increased to 722 votes.
Deliberate blockade against
women’s vote was apparent.

the

Votes were recorded for “Southern
Sudanese where they have no right to
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African Republic, Libya, Chad and
E-states: Egypt, Eritrea and Ethiopia. (4)
The story is important because of the
nature of political dynamics. Corrupt
governance and corrupt business practice
always cohabitate. The interdependence
of the same produces a bastardized
economic seed. Corruption creates
policies which are growth inhibitive. Poor
economic benchmarks mire the Sudanese
in poverty.
According to available
statistics from the World Bank, 46.5% of
Sudanese eke out their existence below
the poverty line. (5)
Transparency International releases a
yearly Corruptions Perception Index. The
data for 2014 shows Sudan at the bottom
of the heap (173 out of 174). But the
curtain of corruption which frames the
borders of Sudan cannot be ignored.

vote after the separation of the South,
as considered they are not Sudanese
anymore, and they are voting with
their names using a public housing
certificate.”
Voting cards were produced with
corrupted (switched) logos for the
various parties to mislead voters.
Logo integrity is important for the
functionally illiterate as a means to
identify the approved party candidate.

The E-states fall in step with high
corruption indices (Egypt 94, Ethiopia
110, Eritrea 166). Libya shares a
statistical bunk with Eritrea at 166.
The Central African Republic, Chad, and
South Sudan are listed at 150, 154, and
171 respectively. (6)

Coercion and terror tactics against
voting center staff was deployed.
There are first person reports from village
elders. They were advised that if the
village did not vote for Omar al-Bashir
they would be denied both food and
water. Death by dehydration is a powerful
threat. But is it a greater threat than the
political dehydration which is the norm in
a land which is parched from lack of
electoral freedom?
A document sent to the US State
Department, British, Canadian, and
Norwegian Ministry of Foreign Affairs
(respectively) and the European Union
allude to the insurmountable difficulties
for presidential candidates in the Sudan.
The document comes across as a plaintive
cry. (3)

REFRENCES

“We appeal to the
community and all the
democracy…. Please
experienced lawyers in

international
supporters of
send highly
international

elections and media to pursue and follow
up the appeals submitted and decisions of
the court….The regime knows that our
financial and media and logistical abilities
are very limited to fight this asymmetrical
battle….”
After reading through the Supreme Court
documents and “decisions” against the
plaintiffs I am left with one small
question. When jurists strengthen the
powerful and deny citizen rights, should
such men be held in high esteem?
The election cycle in the Sudan is not a
story in isolation. The story is tethered to
the international stage. The Republic of
Sudan is anchored in northern Africa and
the third largest country on the
continent. This vast land mass shares
borders with South Sudan, the Central

1) “Disinformation” by Lt. General Ion Mihai Pacepa and Prof. Ronald J. Rychlak, WND Books, Inc. Washington,
D.C. 2013, pp. 50-51
2) http://reliefweb.int/report/sudan/african-union-election-observation-mission-april-2015-general-electionsrepublic-sudan
3) Call for all International Community and Supporters of Democratic States.
4) https://en.wikipedia.org/wiki/Sudan
5) http://data.worldbank.org/country/sudan
6) http://www.transparency.org/cpi2014/results
7) MIT Open Access Articles: Olken, Benjamin A. and Rohini Pande. “Corruption in Developing
Countries.” Annual Review of Economics (2012) 4:479-509. Copyright @2012 by Annual

An excellent abstract is available in the
Creative Commons. “Corruption in the
Developing World” by Benjamin A. Olken,
MIT and Rohini Pande, Harvard
University provides a hard look at corrupt
business practices. “Anecdotal and survey
evidence suggests that corruption is
rampant and more prevalent in
developing countries than in rich ones.”
(7)

The Sudan is a big place with a big sewage
seepage problem. That sewage is
corruption and the seepage extends
beyond her borders.
Despots are dependent on corruption to
retain power. Movement towards
transparency is a death writ. The world
will never witness a transparent Omar
al-Bashir. It is time for a legal writ for the
nation to move forward. A despot
continues to rule a gentle people. The
world stands blind and mute.
Tammy Swoﬀord
The writer is a freelance journalist
and author of the novel Arsenal. She
can be reached at
tammy@tammyswoﬀord.com
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INTERNATIONAL RELATIONS

The Iran Nuclear Deal:

Securing President Obama's legacy

H

istory shows us that America
must lead not just with our
might, but with our principles.
It shows we are stronger not
when we are alone, but when we bring the
world together." ~President Barack
Obama
The historic and monumental Iran
Nuclear Talks have finally concluded
successfully on July 14, 2015. This is a
highly significant factor which lays the
foundation in establishing President
Obama's legacy.
Essentially, the Iran Talks have led to an
agreement in curbing its access to nuclear
weapons and rigorous international
inspections in exchange for the lifting of
economic sanctions. A win-win situation,
the agreement will provide Iran with
much more sound economic growth,
particularly by opening its doors to mass
tourism. It will also provide a secure
commitment that Iran will keep its
nuclear weapons at bay, allowing for
healthier and more deeply-rooted
diplomatic relations globally.
For President Obama, this achievement is
clearly a key aspect of a foreign policy
which will surely attribute to his legacy
for when he leaves office in 2017.

www.economicaffairs.com.pk

However, this deal comes with its share of
obstacles from the Republican Party and
the majority Republican Congress. It is
fervently lobbying the idea of the
"threats" of allowing a "dangerous" Islamic
state to maintain any nuclear weaponry.
Not surprising, the Republicans fail to
recognize or respect what is a huge
victory in terms of diplomatic
negotiations.
President Obama has clearly stated that
he will veto any legislation passed by
Congress which opposes this deal.
The Republican claims of dangers and
threats are merely pretexts to deny and
discredit the merits of the Obama
administration
and
the
Iranian
government in what is actually a historic
achievement
in
foreign
policy
negotiations.

The success of the Iran Talks is occurring
simultaneously with the easing of
economic sanctions and reestablishment
of diplomatic ties with Cuba after over 50
years of a Cold War, another hugely
positive foreign policy achievement.
President Obama has made foreign policy
much of his primary objective in his last 2
years in office. Successful and peaceful
negotiations in foreign policy will
certainly be key factors in cementing his
legacy. Hopefully, they will be continued
by the next administration along the
same lines. A very essential step in
maintaining global peace and security.
Sabria Chowdhury Balland
is the Managing Editor of Economic
Aﬀairs magazine and an elected
member of the US Democratic Party.
Email:s.chowdhuryballand@gmail.com
Twitter: @sabriaballand
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Pakistan: MQM Under Siege

N

ot since Pakistan’s former
Interior
Minister,
late
Nasrullah Khan Babar’s,
crackdown in mid-1995, has
the
Mohajir
Muttahida
Quami
Movement – Altaf (MQM- A) been
subjected to such a relentless siege by the
Pakistan Rangers and the Sindh Police in
Karachi.
On March 11, 90, Azizabad, or `Nine
Zero’, the home of Altaf Hussain in
Federal B Area, the sanctified MQM
headquarters, was raided by Pakistan
Rangers. Several MQM-A party workers
were arrested, arms and ammunition
allegedly stolen from NATO containers
seized, and five criminals wanted in the
January 2011 murder of journalist Wali
Khan Babbar were apprehended. The
current operations in Karachi have been
ongoing since August, 2014.
The effort of the law and order
authorities, assisted by the para-military
Pakistan Rangers, has been to attempt to
cleanse the greater metropolitan area of
Karachi from the endemic violence, a

Names of Mustafa Kamal,
former Nazim, who did a
great deal to improve the
city’s infrastructure but
had to go into exile in
Dubai after having
crossed the leaders, and
Dr IshratulIbad, MQM’s
durable and
longest-serving Sindh
Governor (since 2002)
have been mentioned.
peculiar mix of drug mafia-related crimes,
extortions,
kidnappings,
sectarian
reprisals and even `gang-warfare’, which
have plagued the city for the past two
decades, causing a systematic outward
flow of business capital and investments
from what used to be the economic hub
of Pakistan.
This has also become entangled with the
`war on terror’, as a lot of besieged
Tehrik-e-Taliban Pakistan (TTP) cadres
escaping the army dragnet in the

Federally Administered Tribal Areas
(FATA) have been seeking safe havens in
mosques and the new Pashtun
settlements in Karachi’s outlying
suburbs.
Recent exposures about involvements in
criminal activities were revealed in the
confessions of Sualat Mirza. Mirza is
facing the death penalty for killing
Karachi Electric Supply official, Shahid
Hamid in May, 1999, and extortion of the
worst kind brought out in the Pakistan
Rangers report on the September, 2012
Baldia Factory fire, have badly damaged
the image of the party.
The MQM-A’s dilemma has been
particularly acute, as the ebb in its
fortunes coincides embarrassingly with
the fall from grace of its leader in exile,
`Quaid-e-Qiwan’ Altaf Hussain, in
London. Altaf came to the adverse notice
of the Metropolitan Police on two
accounts. The first was on the suspicion of
involvement in the 2010 killing of the
MQM-A’s second in command, Imran
Farooq, outside his East London home.
www.economicaffairs.com.pk
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Altaf’s nephew, Iftikhar, was detained by
the authorities in June, 2013 but was
released shortly thereafter. Two other
suspects, Mohsin Ali Syed and
Mohammed Kashif Khan Kamran, fled to
Pakistan and are now believed to be in the
Inter-Services Intelligence’s (ISI) custody.
The second reason for Altaf Hussain’s
predicament was the discovery of large
amounts of unaccounted-for cash in his
Edgware house in North London, fuelling
suspicions of money laundering. Altaf
was detained for questioning but has not
been arrested so far even as
investigations continue.
Although former Pakistani President
General Pervez Musharraf’s 2009
National
Reconciliation
Ordinance
dropped 72 criminal cases against Altaf
Hussain, the Pakistan army is unlikely to
have forgotten the June,1991 incident
where serving army officer, Major Kaleem
was tortured to death while in MQM
custody.
In particular, Lt Gen Rizwan Akhtar,
currently Director General, ISI, and
erstwhile DG, Pakistan Rangers, Sindh,
appears convinced that this is the way to
go if Karachi has to rise from its perpetual
condition of 'ordered disorder’, (phrase
used by Laurent Gayer in his 2014 book,
'Karachi').
The current crackdown on MQM's
violence-prone cadres was started by
current DG, ISI, Lt Gen Rizwan Akhtar, in
his previous incarnation, as DG Pakistan
Rangers, Sindh. The Pak Rangers, under
its new DG, Maj Gen Bilal Akbar and V
Corps Commander, Lt Gen Naved
Zaman, formerly DDG, Counter
Terrorism, ISI, continue to work on the
script crafted by Akhtar and endorsed by
incumbent Army Chief, Raheel Sharif.
This is evident also from the recent
gallantry
award
citation
of
`Hilal-e-Shujaat’, bestowed on Akhtar,
which mentions his role as DG, Pak
Rangers, in the recent Karachi
operations.
The party’s second-string leadership in
Karachi has begun to squirm and squeal.
They organised protest demonstrations
outside Nine Zero even as the Pak
Rangers’s 11 March raid was underway.
This forced the Pakistan Rangers to file a
case against Altaf Hussain and his party,
under the Anti-Terrorism Act, for
criminal intimidation.
www.economicaffairs.com.pk

It has complained, alleging involvement
of MQM hit men after its popular
politician, Zahra Shahid Hussain, was
killed in May, 2013. PTI chief Imran Khan
harbours a visceral dislike of Altaf
Hussain,
a
sentiment
heartily
reciprocated by MQM leaders.
In fact, PTI and MQM-A workers clashed
in Karachi as recent as March 30, 2015.
The army-backed crackdown has fuelled
speculation about a possible change in
MQM-A leadership.
Lt Gen Rizwan Akhtar, Director General, ISI,
and erstwhile DG, Pakistan Rangers

When Pakistan’s incumbent Prime
Minister Nawaz Sharif visited Karachi a
few days later, their request for an
audience went unheeded. A delegation
led by Farooq Sattar, including Haider
Abbas Rizvi, Faisal Sabzwari and Khalid
Maqbool Siddiqui, was later able to meet
him in Islamabad. They complained
against
the
police/Rangers’
high-handedness in repressing their
cadres’ legitimate political activities.
Though the party has dominated the
Karachi political scene since 1988, in
recent months, a perception has grown
that the MQM-A is losing ground, even
politically. In the May, 2013 elections,
though it was able to win 17 out of 20
Karachi seats in the National Assembly
and 34 of 42 Provincial Assembly seats
from Sindh, its vote share declined by 4 %
as Pakistan Tehrik-e-Insaaf (PTI) was able
to make a sizable dent.
The PTI has replaced the Awami National
Party (ANP) as the bigger party in
Pashtun dominated-new settlements in
the SITE Industrial area and Sohrab Goth.

Names of Mustafa Kamal, former Nazim,
who did a great deal to improve the city’s
infrastructure but had to go into exile in
Dubai after having crossed the leaders,
and Dr IshratulIbad, MQM’s durable and
longest-serving Sindh Governor (since
2002) have been mentioned. There is
even some talk of Musharraf emerging
again in a political role to inherit his
`natural’ Mohajir mantle, though this
may not be quite palatable just yet, either
to Sharif or to the army leadership, whose
main concern is limited to see that he is
absolved from State sedition charges.
At present, it appears that the purpose of
the army
/ISI/ Pakistan Rangers
operation is not to totally demolish the
party but to significantly curb its criminal
mafias and de-fang capacity to hold the
State and Provincial Administration
ransom, so that Karachi can slowly limp
back to a tolerable state of `ordered
disorder’ again.
Rana Banerji
joined the Indian Administrative
Services (IAS) in 1972. Subsequently
he served as the senior bureaucrat
in the Central Government for 28
years, retiring as Special Secretary,
Cabinet Secretariat in 2009.
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T

he past quarter of a century
has seen a reduction in the size
and role of governments
around the world, leading to a
growing gap in the provision of much
needed primary welfare services. This gap
is increasingly being filled by NGOs, whose
numbers continue to grow exponentially,
as has the scale of resources entrusted to
them. Mirroring the rise of multi-national
corporations half a century ago, a number
of them now control annual budgets the
size of small economies! An example of
this is World Vision International, who, in
2013, reported a total worldwide income
of US$2.67 billion, a figure equal to
Burundi’s economy, and higher than the
GDP of twenty-nine other nation states!
Other international NGOs (INGOs), such
as Save the Children International (with a
total 2013 income of US$1.9 billion), are
key recipients of taxpayer funded overseas
development aid, with 53% of their
income sourced from governments.
Action Aid, another INGO, have
positioned themselves to take a key role in
helping shape a number of nation’s policy
formulation and service delivery. Given
this size and influence, just how
accountable are INGOs (and other)
operating in the non-profit sector?

Transparency and
accountability in

NGOs

While accountability is an accepted
principle for responsible NGO practice, a
study by SustainAbility has found that as a
whole, NGOs have tended to be less
transparent and accountable then other
sectors. In cases where accountability does
exist, research carried out by the Global
Public Policy Institute has shown it to be
limited to the traditional, and very narrow,
‘top-down’ approach.There is a lack of a
commonly agreed umbrella standard for
accountability. An over-reliance on
self-regulatory mechanisms and a weak
external oversight system on one hand
and being closed to external pressures, on
the other has inadvertently created a high
corruption-risk environment. In the
simplest of terms, viewed as an outcome,
corruption is a consequence of the failure
of accountability.
Corruption is a sensitive issue in the NGO
world. NGOs are no more immune to
corruption than companies in other
sectors but for development organisations
it can be especially harmful and have a
knock-on effect on reputation, funding
and donations. Corruption, which
includes nepotism, bribery, fraud,
kick-backs and double funding, can divert
resources, feed conflict and increase basic
costs of services for the poor –
www.economicaffairs.com.pk
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undermining the very work of NGOs. A
Transparency International report the
same year found procurement, transport,
food and medicine distribution and use of
building materials among the most
vulnerable areas to corruption.
It's one thing to deal with corruption
within an organisation but what about
operations in territories where corruption
– bribery, for example – is ingrained in
how business is done, for example
corrupted
police,
non-transparent
government structures and crooked
judiciaries.It is also important to
remember that most emergency situations
occur in countries where corruption is
already widespread .Thus, while NGOs
have little hope of eradicating contextual
corruption; they can and should take steps
to prevent or address corruption within
their own organisations.
A number of factors which can lead to
corruption in humanitarian operations
have also been identified. These include
lack of planning (or even the impossibility
of planning), the number of humanitarian
actors present and the financial resources
at stake. The way in which the
international humanitarian system has
developed in recent years, including the
exponential growth in the number of
NGOs and the development of the
humanitarian ‘industry’, has also been a
contributing factor. Ironically, we should
not forget that corruption exists in
developed countries, as well as developing
ones.
NGOs are often reluctant to talk about
corruption for fear that it will lead to bad
publicity and, consequently, a loss of
funding. NGOs must widen the scope of
risk assessment to consider whether their
programmes are vulnerable to corruption,
such as theft or misappropriation of funds
or in-kind goods by warring parties, real or
perceived inequities in the distribution of
aid and sexual abuse and exploitation of
beneficiaries by agency or partner staff.
While every situation is different, in all
cases NGOs have to balance their
commitment to humanitarian principles
with the need to control the risk of
corruption so as to be truly accountable to
their beneficiaries and donors. They
should also be transparent with
stakeholders about these challenges, and
how they may affect decisions about
whether or not to continue their work.
Most large French NGOs are members of
the Comité de la Charte, an independent
organisation whose aim is to promote
www.economicaffairs.com.pk

financial transparency. NGOs belonging to
the committee are required to have their
activities (financial and operational)
audited each year by a certified auditor.
NGO programmes and accounts are also
subject to various external audits (several
per year) commissioned by donors
including EUROPAID and ECHO, as well
as by the Courdes Comptes (the
government audit office). In addition,
most French NGOs have established
internal control mechanisms which enable
information from the field to be verified
and cross-checked.
One may never have heard the term
"briefcase NGO" but one may well know
the type of organisation it describes. A
briefcase NGO exists, metaphorically or
literally, inside a briefcase. It may have
well-written proposals and access to
western donors but for one reason or
another, any funding it receives for
programmes goes into the pockets of
those running the NGO. These NGOs can
be run by foreigners and local community
members alike. Many briefcase NGOs
begin with noble intentions. But
international funding agencies often
dictate funding and programme priorities,
causing cash-strapped NGOs to chase
funding and adjust strategic visions.As a
consequence of chasing funding,
organisations shift their focus away from
their areas of expertise into where the
money is to sustain them. This causes
them to make commitments they can't
deliver on; thus, the briefcase NGO can be
unintentionally formed.
The debate here is not to cut funding of
NGOs in the developing world, but to
encourage funders to work more with local
communities to understand how

capabilities, needs, and aspirations can be
reflected in NGO presence and funding
needs. While community partners
sometimes have different priorities, this
does not inherently have to be in tension
with the idea of doing best. Understanding
how
to
develop
positive,
mutually-beneficial relationships between
local organisations and funders is a key to
preventing briefcase NGOs.
With few legal frameworks capable of
holding NGOs to account and a general
lack of ability to legally challenge NGOs
actions, basic principles and minimum
standards can be insufficient to guarantee
accountability. In the absence of such legal
protections, transparency plays a vital role
in the process. An NGO needs to develop
appropriate mechanisms to increase its
transparency, by voluntarily making the
details of its operations fully available to
public scrutiny. While this can be
supplemented
through
industry
self-regulation (the INGO Accountability
Charter), to be effective, there needs to be
appropriate mechanism to sanction
members for non-compliance.In the
simplest of terms, the stability of the
non-profit sector is based on a collective
public trust, built on the innate belief that
nongovernmental organisations (NGOs)
are intrinsically trustworthy. Just how
warranted is this faith? Are NGO’s doing
enough to merit the belief placed in them?
At the heart of these questions is the issue
of accountability.
Dr. Fawad Kaiser
is Professor of Psychiatry and
Consultant Forensic Psychiatrist
with the Huntercombe Group in UK.
Email:
Fawad.Kaiser@huntercombe.com
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and Kazakhstan, we can only do that after
we have good and robust relations with
Pakistan.
There is no running away from geography
as that other BJP leader, Atal Behari
Vajpayee, often said in his wisdom. I agree
totally.

Modi-fication?

P

rime Minister Narendra Modi
is to be congratulated for his
brave move in announcing he
will visit Pakistan.

I do not only mean brave from the point
of view of physical courage. I have been to
Pakistan many times and not felt unsafe,
and it is clear that Modi will find that he is
given security of the highest standard.
But even so, Pakistan’s most protected
man, former president Pervez Musharraf
had his convoy bombed twice and its
former Prime Minister Benazir Bhutto
was killed not that long ago. So Modi is
brave in agreeing to go where even cricket
teams have refused.
The second way in which he has been
brave is that he has defied many in our
media and also our strategic affairs
experts in reaching out to Pakistan
decisively. More importantly, he is
defying those Bharatiya Janata Party
(BJP) supporters who insist that Pakistan
only be dealt with firmly or not at all.
Modi has, for a long time, been celebrated
for thumbing his nose at Nawaz Sharif.
India, for the last one year, has said it will
be able to bend Pakistan to its terms. This
was the reason that India sulked with
Pakistan over non-issues like the Hurriyat
meeting
the
Pakistani
high
commissioner.
On other matters, like the almost

incessant shelling across the Line of
Control, it has become clear that the BJP
could not sustain its posture that India
had enough firepower to overwhelm
Pakistan decisively. We did not. Given
this reality, it was bound to happen that
India would have to change its attitude
towards Pakistan. Modi has done so, as I
said, decisively. Visiting Pakistan by a
man from the Rashtriya Swayamsevak
Sangh who has viewed that nation as an
eternal enemy is an exceptional gesture.
My old boss M J Akbar, who is these days
in the BJP as its national spokesman, put
a brave face on this u-turn by Modi. He
said that “for the first time, Pakistan has
accepted to combat terrorism in ‘all its
forms’”.
This is, of course, a lie. Pakistan has used
this exact formulation — rejecting
terrorism in ‘all its forms’ — since 9/11.
In fact, the ‘all its forms’ phrase was
specifically used by Pakistan to include
what it says is Indian state terrorism in
Kashmir! So for the BJP to now call it a
triumph is a bit rich.
The fact is that Modi went to Central Asia
this week and would have learnt that any
business he wanted to do for their natural
resources, including gas, would happen
only through Pakistan. India cannot
expect Central Asia to dislocate itself and
jump over Afghanistan and Pakistan. If
we want good and robust relations with
Turkmenistan, Tajikistan, Uzbekistan

Anyway, I should at this point toot my
own horn. I had written this in November
last year after yet another instance when
Modi had changed his position on
Pakistan: “Modi broke off talks with
Pakistan without thinking his steps
through", in my opinion. He said tough
things about Pakistan but this week he
was embarrassedly forced to shake hands
with an enemy, Nawaz Sharif, despite his
decision on breaking off talks. But why
was he forced? Because this was
inevitable, as some had predicted, since
Modi’s policy was neither here nor there.
It was merely posturing. Acting tough
and inflexible when this was not
affordable and was impractical. What
benefit has this sulking brought us
Indians?
“Nobody in the BJP and none of its ‘hard’
supporters in the media can explain this.
Defence Minister Arun Jaitley claimed he
taught Pakistan a lesson through killing
more of its civilians in border shelling
than they killed ours. Assuming this was a
lesson, and many Indians will disagree
with this, can he guarantee that the
shelling has ended forever? If he cannot,
what was the point in not talking to
Pakistan instead of working towards
cooling things when they become heated?
"The hard school of thinking has nothing
substantial to offer and this has become
clear over the last 20 years. The facts show
this. India is not strong enough to muscle
its way over Pakistan because the BJP has
made the subcontinent a nuclear
battleground. India refuses to have
international mediation on Kashmir, and,
at least at the moment, India will not talk
to Pakistan. This situation will change and
it is going to have to be India and the hard
group that will have to bend."
The BJP has bent. Make no mistake, and
ignore the brave but empty words of M J
Akbar. Pakistan has not changed a single
thing. It is the BJP and its unhinged
supporters who have changed. And this is
a very good thing.
Aakar Patel

The writer is the editor and
translator of Why I write:
Essays by Saadat Hasan
Manto, published by Westland
in 2014. His book, India, Low
Trust Society, will be
published by Random House
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Stabilising Balochistan
taught over two years. In fact, at so many
instances, I felt that the acute
understanding of politics, literature and
philosophy demonstrated by Baloch
students was positively intimidating and
I had to really prepare myself for lectures
to be able to answer their questions.
This is the Balochistan I saw, and this is
the Balochistan I feel does not only have
the potential to bring about rapid change,
if invested into, but would prove more
lucrative than natural resources for
Pakistan in general.

B

orn and raised as privileged
individuals, it’s often the case
that we end up raising our voice
and concern for the rights of
Muslims far away in Palestine or
Myanmar, forgetting our very own
neighbourhoods that have been
struggling for their rights for decades.
Many of us who do even end up raising
our voices,
seldom do so beyond social media, doing
more harm than good to the Baloch cause
— a cause which is more about getting an
equal playing field and less about Baloch
independence.
My experience with Balochistan has been
different,
and
naturally
my
problem-identification and solution is
also counter-intuitive.
Successive governments in Pakistan, both
democratic and military, have tried to
reach middle ground to resolve the crisis
in Balochistan — yet as it appears, most
attempts have failed miserably and if
anything, fuelled further anger. There are
two reasons for this.
First,
there
is
absolutely
no
understanding of the Baloch problem
among Pakistan’s political leadership
which is mainly elected through Punjab.
Also, the solutions are partly those
advised by the Baloch elite — which
unfortunately, is part of the problem.
www.economicaffairs.com.pk

Second, all efforts to reconcile
Balochistan have been short-sighted
quick solutions rather than long-term
ones that require continuity in policies
and truck-loads of patience.
If the current PML-N government is
serious about Balochistan, the narrative
around fixing the province
has to change. The repeated emphasis on
the area’s minerals and natural resources
as the key to Pakistan’s and Balochistan’s
future doesn’t really go down well with
the Baloch people, who feel reduced to
being considered as commodities.
Moreover, natural resources shouldn’t
really be what the government should be
eyeing — Balochistan has something
much richer and lucrative for the
government to invest in: the Baloch
youth!
During my brief stint of teaching at top
public universities in Pakistan, I haven’t
the slightest doubt that in terms of
intellect and thirst for learning, students
from Balochistan (both Baloch and
Pakhtun) are way ahead of most students
from other provinces. While Baloch
students do sometimes struggle with
technical skills such as English writing
and reading, they compensate it with
extraordinary hard work and a desire to
learn — a remarkable trait that was not
sporadic but consistent amongst
hundreds of Baloch students whom I

However, this highly intellectual youth is
being robbed of its basic right for decades
— the plunder that has no equal in our
history. Never mind the unequal
treatment in development, letting sardars
run Balochistan, or the matter of the
hundreds of missing persons. The worst
damage inflicted on Balochistan is
through fake domiciles that are issued by
those privileged individuals from mostly
Punjab who can’t otherwise qualify for
government jobs because of stiff
competition. Instead, they get an easier
way inside the bureaucracy by hijacking a
seat of some deserving Baloch candidate.
This trend of getting fake domiciles has
been marginalising and discriminating
against hundreds and thousands of
highly intellectual and deserving Baloch
students and professionals. It is tragic
that the Baloch youth is treated in such
unfair terms. On top of that, its allegiance
to the nation is questioned.
The government must immediately take
notice of such practices and ensure that
an increasing number of Baloch youth are
able to enter the government. While the
China-Pakistan Economic Corridor allows
for the development of infrastructure in
Balochistan, it has to be complemented
with a large investment in special
programmes, specifically for the Baloch
youth, along with measures taken to end
all sorts of discrimination in the province
so that wonders can be achieved.
Hussain Nadim

The writer is pursuing a PhD in
Government & Public Policy
from the University of Sydney
and serving as a Project Director
of Peace and Development Unit
at the Planning Commission. He
tweets @HNadim87
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iyamoto
Musashi,
a
victorious
Japanese
swordsman wrote in his
famous book ‘The Book of
Five Rings’ that in strategy, it is important
to see distant things as if they were close
and to take a distanced view of close
things. But these thoughts are taken into
account by those who have vision,
farsightedness and pain of their nation.
The situation of our country is much
different. Here a government comes to
serve its vested interests and secure
enough to be financially powerful
through
thieving
the
national exchequer.
None of the institutions

are above the National Action Plan under
its famous 20 points agenda unanimously
taken on December 24, 2014 with the
backing
of
21st
Constitutional
Amendment. It was aimed at the
execution of convicted terrorists, an
establishment of special trial courts,
ensuring the curtailment of militias
functioning in the country, strengthening
and activation of NACTA, countering hate
speech and fanatic material, choking
financing for terrorists and organisations,
controlling
the
re-emergence
of
proscribed organisations,
establishing
and
deploying a dedicated
co u n te r- te r ro r i s m
force, taking effective
steps against religious
persecution,
registration
and

National
Action Plan
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regulation
of
madrasas,
bannig
glorification of terrorism and terrorist
organisations through print and
electronic media, FATA reforms,
dismantling communication networks of
terrorist organisations, measures against
abuse of internet and social media for
terrorism, zero tolerance for militancy in
Punjab, taking the ongoing operation in
Karachi to its logical conclusion,
Baluchistan reconciliation, dealing firmly
with sectarian terrorists, policy to deal
with the issue of Afghan refugees and
revamping and reforming the criminal
justice system.
However, what has been achieved so far
are some lame figures. Except for little
work on a few, more than 15 points are
still crying to be taken action against but
with no avail. None of the terrorists are
executed yet due to an impotent criminal
prosecution system, fearful judges and a
lack of witnesses. Special Military Courts
as a temporary solution were established
as a bigger black spot and question mark
on the performance of the judiciary
system but the SC has made them
dysfunctional.
So what is next? Which steps have been
inculcated to revamp outdated the
criminal prosecution system? Has any
action taken been against the clerics and
students of Laal Masjid and Jamia Hifsa
for their open allegiance to ISIS, who are
operating under the nose of the ISI
headquarter in Islamabad? Is only Sindh
the land of armed militias or is it political
victimization? Has NACTA been
strengthened and activated or is it the
victim of political and bureaucratic
incompetence, negligence, indifferences
and ineffectiveness?
No funds have been allocated for NACTA
in the current financial year. How much
hate material is captured and dumped
except a few steps taken in Urdu Bazaar in
Lahore? Are not seminaries the centre of
hate material? Has any action been taken
against them especially Laal Masjid, Dar
ul Uloom Haqania and their allied
seminaries?
Saudi Arabia and other Middle Eastern
countries like Kuwait, Qatar, and the UAE
are financing terrorists in Pakistan and
spreading extremism, sectarianism and
hate speech. The Daily Guardian UK in
2010 and the Daily Dawn in 2011
reported that $100 million annual foreign
funding is made to Deobandi and Ahl e
Hadith clerics and seminaries in Pakistan.
www.economicaffairs.com.pk
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A statement issued by the Saudi embassy
states that they finance all these religious
pundits with the knowledge of the
Pakistani government. The Interior
Minister on January 10, 2015 stated that
the roots of extremism are traced to the
country on our Western border and to the
Gulf States, where a large Pakistani
diaspora is working. Has any step taken
been at diplomatic levels to curb this sorry
state of affairs or is $1.5b in Saudi ghost
aid still at play? What actions have been
taken to crush 212 proscribed
organizations? People linked with ASWJ,
LeJ, SSP and many other banned
organizations are openly contesting
elections but there is no law to stop and
try them.
Hizb
ul
Tahrir,
whose
agendum/pamphlets are distributed
during every Friday prayers in the G-10/2,
Islamabad mosque and in the adjacent
market is free to operate. How ironic that
the chief of the banned and murderous
organization, ASWJ, is running the
so-called Difah-e-Pakistan council along
with other fake defenders! What more
bitter irony that the state forces are
deployed to guard the head and office
bearers of the banned ASWJ.
Would anybody spare some moments to
explain what the difference is between
LeT and JuD is? JuD is put on a watch list.
Which steps are taken to counter religious
persecution and exploitation? Except for a
few sects, all other sects in Pakistan are
infidels and are needed to be butchered
immediately.
Either the state does not take these
atrocities seriously or is blind. Are
religious seminaries beingregulated and
registered? Most of the mosques and
seminaries in Islamabad are built on
illegal land, yet they have never been
demolished. Even the state has no exact
record of the number of
seminaries which exist so how will it
restrain their funding?! Reportedly, only
in Islamabad, the number of registered
seminaries is 187 whereas that of
unregistered ones is 446.
Pakistan has more than 132 million
mobile phone users but the number of
SIM cards registered since March 10,
2015 are 57335550 as per government
figures. but what about rest of the users?
Flags, banners, booklets, magazines,
pamphlets, etc. of banned organizations
are openly available in every corner of the
country and the banned outfits are
www.economicaffairs.com.pk

Prime Minister Nawaz Sharif chairing a meeting on counter terrorism at the PM's House.

writing under different names. For
instance, Masood, the leader of JeM, is
writing under the pseudonym Saadi.
What steps have been taken to seize
them? Is FATA reformed or are the poor
millions of the IDPs left to die in severe
weathers and hunger or are they forced to
sign brutal social contracts?
Social media is full of dirt and filth and no
reported action is still being taken against
the responsible. The National Assembly
Committee has recently passed in haste
the controversial Prevention of Electronic
Crimes Act, 2015. Yet, ISIS it is still
making its headway. Reportedly, it has
captured two districts in Afghanistan near
the Pakistani border. The government is
claiming massive involvement of the
Indian spy agency, RAW in the country’s
instability. The incumbent government
has proven ties with the militant and
extremist organizations but who will take
action against both?
Has the Interior Ministry recorded and
updated the weapon licences? Are the
snake-pits of the terrorists eliminated?
The betterment of our economy fully
depends
upon
the
thorough
implementation of the NAP but the way it
is being led is just causing political and
military points to score. The Karachi
operation though is going well but it
seems to fulfil some non-NAP plans as
well. The government has no priorities
except what brings in profits.
Reportedly, security forces have settled
militants of the banned Haqani network
and other Taliban in the Kurram agency
which has created a sense of insecurity
among the locals with clashes imminent
to erupt.
Is Baluchistan reconciled? Is the Shia
Hazara killing stopped or are the
terrorists given free hand in this regard?
We are still divided on good and bad

terrorists and the Taliban. MQM too
seems to be demarcated on the same lines
soon. What about the registration and
retreat of Afghan refugees who are
involved in massive unemployment and
paid mercenaries? There is no deadline for
their departure. Why did not we follow
the Iranian model to deal with the
refugees, and let them pour into the
whole country?
We have a multitude of questions with no
or ambiguous answers. The country needs
a complete overhauling and restructuring
of its judicial and administrative system.
Military rule is no solution. There is a dire
need for competent, loyal and educated
political leadership. Conceited and
haughty interests, gluttonous agendas,
massive corruption, a disgruntled judicial
system and hypocritical religious pundits
should really be dealt with with an iron
hand.
The rules of law and institutional
supremacy are much needed at this
national crossroads. It takes just two
hours to cross the country by air from
South to North and just one hour from
East to West. But the number of
movements in this small country are
countless. Every person is at all times not
only ready to protest but is on the road
due to one issue or the other. There are a
lot of paid protesters and mobs as well.
Is there no one in this country to save the
whole nation and unite it? Is there
anyone? The motherland is calling. The
blood of the martyred is calling. The dying
kids are calling. The destitute but patriot
masses are calling. NAP, a plethora of
words or a ray of hope, still indecisive.
Zulqarnain Sewaq
is a poet and freelance writer for
various English publications. He is
also a research scholar at the
National Defence University,
Islamabad, Pakistan. His
email:dcjhang@yahoo.com
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Afgan-Pak

Why China is Playing Mediator

R

ecently, a new strategic dialogue
was held between Pakistan and
Afghanistan and the Taliban
leadership in the hill city of
Murree, Pakistan. These negotiations were
coordinated by China, illustrating Beijing’s
recent commitment to support Kabul in
pacifying its country.
Afghan President Ashraf Ghani, elected in
mid-2014, has been reaffirming his
willingness to set the wheels of
negotiations in motion. It implies engaging
in negotiations with Pakistan to resolve the
problem of Pakistan’s support for the
Taliban, across the Durand Line. While the
dialogue is still new, China appears to be
brokering these discussions.
That Beijing is evidently involving itself in
shaping the future of Afghanistan and
Pakistan more than ever underscores a
considerable shift in the way China deals
with its neighbourhood.
Since 2001, China had been limiting its
intervention to minimal security
contribution; but over the past two years, a
proactive tone has been used vis-à-vis
improving bilateral ties with Afghanistan
and the commitment of an increased
Chinese economic footprint in the region.
What are Chinese Interests in this
region?
First, China is extremely concerned about
its national security, particularly due to the
spread of terrorism and terrorist ideology
into the Xinjiang Uighur Autonomous
Region. The Uyghur separatist movement
is a national security matter with
important external connections. Chinaal
ready has some counter terrorism
measures in place that it plays a role inside
its borders.
Tackling terrorism, especially the Taliban,
across the Chinese border to ensure that
Afghanistan does not become a strong base
for Uyghur militancy complements the
effort.

China also feels the need to secure a stable
environment around its oil and gas
pipelines, trade routes with the Gulf
countries, as well as all its other economic
interests. China’s energy needs are
constantly increasing, and Beijing cannot
afford to let its pipeline networks to fall
prey to terrorism and instability. The
success of Beijing’s New Silk Route too
depends heavily on the stability of the
region.
The Chinese involvement in the resolution
of the Afghan conflict also responds to a
global plan of empowerment at the
international level. According to China, its
involvement in Afghanistan is part of its
‘Peaceful Development’ plan that focuses
on stabilizing and securing its
neighborhood. Afghanistan was the
missing piece of Chinese regional
diplomacy and ensuring stability in this
country would have a beneficial effect in
the region.
For Beijing, securing a peaceful
neighborhood is sine qua non if it wants to
meet its aspiration of becoming a global
superpower.
Chinese Assets in Afghanistan:
What makes China a particularly
interesting ally for Afghanistan is its
position between the three main parties
involved in the conflict, justifying the
Afghan president’s choice to make Beijing
the destination of his first official visit.
On one hand, China has had a long-term
partnership with Pakistan that could be
helpful for Kabul to pressurize Pakistan
into taking coordinated measures to get rid
of the safe havens the Taliban find in the
country. Despite the détente between
Afghanistan and Pakistan since Ghani’s
election, drawing a more suitable backdrop
for cooperation than in the last decade,
Pakistan does not allow fair negotiations.
China actually has the power to influence
the negotiations by taking on a mediator
role.

Beijing can do so because it has several
economic
and
non-economic
counter-arguments to deter Pakistan from
refusing to cooperate. Given the
introduction of the China-Pakistan
Economic Corridor project – for which
China is mobilising $46 billion
(approximately 20 per cent of Pakistan’s
GDP)–Pakistan will be heavily economically
dependent on Beijing. Besides, taking
actions against terrorism in Pakistan is a
way for China to fix Pakistan’s lack of
attention vis-à-vis Chinese security
interests, and to give Islamabad the means
to flush out the insurgents. This would
benefit both Kabul and Beijing.
China’s links with the Taliban, which were
low key before and after 2001 appear to be
becoming more and more indiscreet. In
November 2014, a Taliban delegation was
sent to China and even though the entire
contents of the discussions are still unclear,
the very move of not interacting via
intermediaries anymore gives China a
proper space to open dialogue with them.
Overall, China benefits from strategic
partnerships in its favor with Pakistan as
well as the Taliban, which turn out to be of
great interest not only for Kabul but also
for the whole Chinese project of stabilizing
the region.
By responding positively to Ghani’s
demand of mediating the peace talks,
China attested its willingness to protect its
interests. Beijing’s involvement in the
Afghan peace process will be a veritable test
for its new foreign policy orientation as well
as its diplomatic capability, especially since
the US failed to durably stabilise the region.
With China taking the lead in the
discussions between Afghanistan, Pakistan
and the Taliban, India feels isolated owing
to the sense that it has been relegated to a
supporting role.
Fanny Ragot
The writer is a research intern at Institute of
Peace and Conﬂict Studies, New Delhi, India. He
can be reached at ragot.fanny@laposte.net
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China’s economic illness
contagious for Asia

W

with the crisis. Say what you want about
Washington gridlock, but the workings of
US power is exceedingly transparent
relative to that of Chinese policy making.

Since Wall Street’s crash in 2008, Asia has
been pivoting to China. The $16.8 trillion
US economy is still 1.8 times bigger and
its per capita income dwarfs China’s. But
China is Asia’s biggest trading partner
and, increasingly, its benefactor. Flush
with $3.7tr of currency reserves and its
new $100 billion Asian Infrastructure
Investment Bank, China has used
checkbook diplomacy to make friends
across the region.

China’s response to the meltdown of
2015, by contrast, couldn’t be more
opaque, unpredictable or — if you’re a
neighbouring government — frustrating.

When the US sneezes, an
old saying goes, the world
catches a cold. That’s been
nowhere more true than in
Asia. But as China’s coughing fit grows
louder, countries in the region are
wondering whether their neighbour’s
illness will also prove contagious.

Asia’s social media accounts are now
pulsating with talk of how a China
meltdown might send the region into a
tailspin. Even Australia, which is reeling
from plunging iron ore prices, and Japan,
whose currency is suddenly surging, are
bracing for a downturn. As China’s
high-flying economy confronts the basic
laws of economics and finance, many
countries in Asia are second-guessing the
relationships they established with
Beijing in better times.
In part, that’s because they have trouble
discerning Beijing’s strategy for dealing
www.economicaffairs.com.pk

The aggressive Fed rate hikes of the
mid-1990s that shook world markets, for
example, were amply telegraphed in
advance. And Washington’s efforts in
2008 to contain the subprime-loan crisis
were maddeningly slow, but everybody
was able to follow along with the debate.

Until now, Asia hadn’t minded hitching
its hopes to an authoritarian state run by
an impervious cast of policy makers. And,
to be fair, the countless steps Beijing has
taken over the last two weeks to support
stocks paid off yesterday. But Asia has no
way to tell what Beijing plans to do about
the current crisis and every reason to
doubt China’s ability to withstand it.
To be the stable and reliable growth
engine Asia needs, China has to
recalibrate its entire economy. That will
require politically-sensitive reforms to
empower
small-and-medium-size
companies, wean China off its addiction
to exports and rein in a vast
shadow-banking industry creating fresh

debt bubbles.
Xi claims he’s on top of these and myriad
other challenges. But how would officials
from Jakarta to Seoul know? How can
neighbours assess whether excessive debt
and overcapacity are sending China into a
deflationary spiral? The reality is they
won’t know until it’s too late. All they can
do is accelerate their own efforts to make
domestic demand so they’re not so
dependent on exporting to China. But
that’s easier said than done.
Moreover, China’s problems arrive at an
inauspicious time for the region, which
has anxiously been awaiting Federal
Reserve rate hikes and turbulence in
Europe. Bank of Korea Governor Lee Ju
Yeol spoke for many when he warned
against underestimating the fallout from
Chinese volatility. So did Indonesian Vice
President Jusuf Kalla when asked about
Greece. “For us the situation in China is
more worrying,” Kalla told Bloomberg
Television.
Investor
Bill
Gross,
meanwhile, says the smart trade now is to
“take advantage of other markets that
would be affected by China.”
US growth still matters plenty. But
Beijing’s GDP arguably matters much
more to Asia’s health these days. Too bad
the region has no real way to take China’s
temperature.
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Key American
interests in Pakistan

“If confirmed, I would continue to
evaluate the specifics of the relationship
based on my assessment of our shared
interests with Pakistan and its
effectiveness of achieving our shared
goals.
“I will continue to evaluate the efficacy of
the mil-to- mil cooperation we have with
Pakistan and identify ways in which we
can work with Pakistan to enhance
regional stability.”
On US Assistance to Pakistan:
Gen Dunford said Pakistan had been, and
remained, the largest recipient of the
Coalition Support Fund. It is in US
interests to have an enduring partnership
with Pakistan.
As US mission in Afghanistan transitions,
there remains a need for our mutually
beneficial relationship.
“If confirmed, I will provide military
advice and recommendations regarding
our support for their operations based on
my assessment of Pakistan’s effectiveness
and the larger strategic environment.”
Gen Dunford said the US assistance to
Pakistan had enabled operations in
Afghanistan and operations against Al
Qaeda and helped secure its strategic
interests.

T

he United States still has three
key interests in Pakistan,
averting
Al
Qaeda’s
re-emergence, preventing the
proliferation of nuclear weapons and
promoting regional stability, says the
next chairman of the US Joint Chiefs of
Staff.
Marine Corps Gen Joseph F. Dunford Jr,
who currently heads the US Marine
Corps, told his confirmation hearing that
Pakistan’s
cooperation
was
also
important for ensuring a “peaceful
outcome in Afghanistan.”
During the three-hour long hearing at the
US Senate Armed Services Committee on
Thursday afternoon, the lawmakers
showed a keen interest in the future of
US-Pakistan relations.
If confirmed by the Senate, Gen Dunford
would succeed Army Gen Martin E.
Dempsey on Oct 1.
He said that the US-led coalition and the
Afghan government were closely

watching the ISIS’s attempt to expand its
reach to Afghanistan and Pakistan and
were collaborating closely to prevent this
threat from expanding.
Pakistan’s role in the reconciliation
process
Gen Dunford: Regional partners have an
important role to play in ensuring a
stable, democratic Afghanistan. “We have
encouraged stronger ties between
Afghanistan and Pakistan and have been
pleased with their recent bilateral efforts
to address their security concerns.”
Areas of divergent interest with Pakistan
include “our views on the use of proxies
and the importance of a positive and
stable Pakistan-India relationship”.
The US-Pakistan relationship, according
to general, was fundamental to US vital
national security interests. The US will
need to continue cooperation with
Pakistan to defeat Al Qaeda, support
Pakistan’s stability, and achieve a lasting
peace in Afghanistan.

“If confirmed, I will continue to work with
the Pakistani military to ensure that they
continue to do more.”
Gen Dunford also supports conditioning
US assistance to Pakistan to the country’s
continued cooperation in areas of mutual
security interest.
On Afghanistan-Pakistan relationship, he
said the current relationship appears to
have improved since the election of
President Ghani. It is clear that security
in Afghanistan and Pakistan are linked.
Both sides are working to ensure that
concrete steps are taken to enhance their
bilateral relationship and cooperation.
About counterterrorism operations, he
said Pakistan had cooperated with the
United States in its operations against Al
Qaeda and other terrorist organisations.
Pakistan’s actions in North Waziristan
and other areas have disrupted groups
that are a threat to US personnel and
objectives in Afghanistan. “We will
continue to work with Pakistan to do
more.”
www.economicaffairs.com.pk
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INTERNATIONAL RELATIONS

Military Provocations Prove
Putin is Playing with Fire

continue to be a source of great anxiety.
Indeed, Lithuania has decided to
reintroduce the draft in order to bolster
its military, and new NATO members no
doubt wonder whether the alliance would
come to their rescue if Russia moved
against them.
Painting the U.S. as the bad guy:
To allay such fears, the U.S. recently
announced plans to preposition tanks,
artillery and other military equipment in
the Baltic states, Romania, Bulgaria and
Poland, and it is possible that this
announcement might have been what
prompted Russia's decision to dispatch
bombers so close to U.S. shores -- a kind
of "how do you like it?" from one
president to another.

R

ussian President Vladimir
Putin is playing a very
dangerous game. On July 4,
while Americans celebrated
Independence
Day,
a
cinematic,
tension-filled drama unfolded along
America's western skies.
In two separate incidents, U.S. fighter jets
were scrambled to intercept Russian
bombers approaching the country's
airspace; first near the California coast,
then just outside U.S. airspace over
Alaska.
The aircraft's presence was clearly both a
warning for the United States, its allies
and Russia's neighbors, and also a bit of
bravado to please Putin's Russian fans. It
is also part of a worrying trend.
True, the Kremlin sent a congratulatory
letter on America's birthday, with Putin
apparently telling President Barack
Obama that "Russian-American relations
remain the most important factor of
international stability and security." But it
also noted that the two countries should
"find solutions to international issues...on
principles of equality and respect for each
other's interests."
That last point likely sounds ominous to
many in Europe -- particularly eastern
and central Europe and the former Soviet
states -- because it is unclear following the
invasion of Crimea quite how broadly
Russia now sees its interests, and in light
of repeated near incursions by Russian
bombers how far it is willing to push the
defense of them.
www.economicaffairs.com.pk

After all, the past year has brought a sharp
escalation
in
Moscow's
military
provocations aimed at the West. Setting
aside the events in Ukraine, which include
not only the annexation into Russia of
Crimea, but also continued military
activity in the eastern part of the country,
Russia has also conducted unnerving
military drills and taunted America's
NATO allies by repeatedly violating their
airspace.
In May, British fighter jets intercepted
Russian long-range bombers north of
Scotland, while in February, Russian
bombers entered airspace over the
English Channel for what the then-British
defense secretary said was the first time
"since the height of the Cold War."
That's not all.
Last November, Dutch F-16 fighter jets
on a NATO patrol intercepted Russian
military cargo planes flying close to
Estonian and Lithuanian airspace,
according to Dutch authorities. And a
fascinating Washington Post graphic
outlines a two-day time line of multiple
intercepts last year of Russian aircrafts by
fighter jets from Portugal, Norway,
Turkey, the UK and Germany, among
others.
The taunting by Moscow grates especially
hard on the nerves of Baltic states -Lithuania, Latvia and Estonia -- which
were occupied by the Soviet Union from
1944 until the fall of the USSR. The
countries are now members of NATO, but
like other independent states once under
Moscow's rule, Russia's shows of force

Regardless, the latest show of force plays
well at home, where the government's
propaganda machine, which controls the
media that makes up the main source of
news for more than 80% of Russians, has
crafted a narrative that claims all the
trouble, and all the friction between
Russia and the West, is the result of
American aggressiveness. That has
triggered some of the highest level of
anti-American sentiment recorded.
And if the military maneuvers produce a
minor confrontation? Well, Putin will
have just the kind of headlines he wants -nothing helps him preserve his vast
popularity more than the claim that he is
standing up against an American threat.
Meanwhile, the head of his security
council just reiterated the false story that
the current war in Ukraine was caused by
the United States.
But even without a direct confrontation,
the tweaking of the U.S. and its allies
works for Putin, and while Obama knows
that staging American weapons near
Russia plays into Putin's narrative, failing
to do so would leave allies vulnerable in
the face of a regime that has proven it is
quite prepared to take military action to
advance its territorial, strategic and
political ambitions.
All this creates an exceedingly dangerous
dance. Every time Putin pushes, every
time Russia prods and provokes, there is a
chance that a clash will occur, with
unpredictable results. The incentive for
continuing to do so is the popularity
boost the regime gets at home. But
maneuvers like taunting the United
States near the homeland on the day of its
independence is a risky game. And Putin
is playing with fire.
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A

fter the bloodied partition of
United India, two new
countries emerged on the
surface of the earth, namely
Pakistan and India. As with various laws
and systems, India and Pakistan inherited
the same prison system from the British
as a colonial legacy. The system of prisons
was designed to detain freedom fighters,
and those who voiced their views against
British
Imperialism in United India.
While the history of Western society’s use
of punishment dates back to tortures and
public executions at the scaffold till the
17th. century, it was characterized by
legally approved discrimination, violence,
revenge, and penitence during Medieval
and Ancient times.
Prison, as a place of punishment after
conviction, is an 18th century invention.
This is a humanitarian alternative to
harsh and brutal penal methods of the
dark Human Rights Commission of
Pakistan's report, ‘State of Human Rights
in 2014’. This provides detailed
information about the current situation
of the violent and notorious jails in
Pakistan. The report also encapsulates
information and extensive research work
as well as facts and figures relating to
human rights along with the overall view
of the state of human rights in 2014 in
Pakistan. The chapter dealing with jails of
Pakistan is interesting as it provides that
prisoners in different prisons of Pakistan
faced a number of chronic issues. These
include for instance food, hygiene, sexual
harassment, lack of a health care system,
rampant torture, and overcrowding that
had been encountered by prisoners in
2014.

Prisons Across

Pakistan

It is right to say that reforming prison
rules have never been seriously
contemplated by any government as the
mentioned issues date long back in the
history of Pakistan. The Constitution of
Pakistan contains a number of Articles
that have special significance for prison
administration, particularly regarding the
treatment of prisoners. In the United
Nations Office On Drugs And Crime
(UNODC) report, 800 or so female
prisoners were facing harassment and
lack of a proper health care system in
different jails of Pakistan in 2014. The
female prisoners in jails in the year 2014
had faced sexual harassment and sexual
violence at the hands of the wardens. The
www.economicaffairs.com.pk
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report of the UNODC states that there
were no gynaecologists available on call to
attend to female prisoners in the jails of
Pakistan. The report further says female
prisoners were found in critical
conditions. For instance, most female
prisoners were suffering from sleep
disorder,
dominance
of
suicidal
depression, and other types of mental
imbalance.
The report further goes on to provide that
the government of Punjab in February,
2014 released 1 billion to the prison
department for jails for the fiscal year of
2014. The aim behind the approval of
releasing 1 billion by the government was
to improve the living conditions of
inmates, for instance, for the purposes of
medical care systems, food hygiene,
building new barracks, improving
security inside jails, etc. Till then 6,099
million had been spent on those
mentioned issues. For the 2013-2014
financial year, Rs 819 million were spent
out of 1.09
billion to address issues faced by the
prisoners. However, 271 million was sent
to the government by the prison
department as unspent.
The prison authorities miserably failed to
spend the full allocation on jails in order
to improve the living standards as well as
address the issues of prisoners. In the
prisons across Pakistan except for
Gilgit-Balistan, the population of inmates
exceeded the sanctioned capacity. The
noteworthy point which has been
highlighted in the report is that in
Punjab, the excess was about 130%.
Last year, a lawyer filed a writ petition in
the Lahore High Court concerning
overcrowded jails across Punjab. The
Deputy Inspector General in response on
the 15th. of November informed the
court that six new jails would be
operational across Punjab in order to
curtail the population of inmates in
current jails. The DIG provided that high
security jails in Layyah, Okara, Bhakkar,
etc. had been completed with fully
equipped facilities and staff for them also
recruited. The court demanded the
release of details of another 11 new jails
from the DIG. To date, none of these jails
had become functioning at all.
The announcement of the construction of
new jails across Punjab was made in 2012
by the PML-N government, when a
www.economicaffairs.com.pk

preliminary budget of 400 million was
released for 10 new jails across Punjab to
be built. The Prison Minister on the floor
of the Punjab Assembly said mobile
jammers had been installed in 14 jails of
Punjab and serious efforts to install
jammers in the rest of the jails at the end
of financial year of 2014 were being
made. Moreover, family rooms had been
constructed in Multan and Faislabad jails
in 2014.
Overpulation, unhygienic food, sexual
harassment
and
violence
and
unsatisfactory medical care systems are
ever lasting issues of prisoners across
Pakistan. In 2014, the Prison Minister
noted that there were 80 HIV, and 30 Aids
affected prisoners across Punjab.
Furthermore, he said the standard of
food within jails had been improved as
the per head cost of food had increased to
80.9 rupees. However, the report
published by HRCP highlighted that in
2013 and 2014, the situation of prisoners
across Punjab was horrible and
unsatisfactory and failed to see
improvement in food quality. The efforts
of the government had no effect on
prisoners across Punjab. 17 prisoners in
the District Jail, Swat in the month of
October last year faded due to unhygienic
food. Two officers on duty were held liable
and suspended as a result.
In culmination, I submit that there is an
urgent need to bring forward a reform
policy for prisons across Punjab. I
personally believe that there is no sign of
improvement in the near future. The

government of Punjab seriously has to
take note of living standards of prisoners
who are detained in different jails of
Punjab. The food quality, over population
and proper and satisfactory medical care
systems in jails should be contemplated
while considering a reform policy for jails.
I further contend there is a need to
provide free legal aid to those who are
detained because of minor offences that
they can be released without spending
much time incarcerated. Hardened
criminals should be segregated from
those prisoners who have committed
minor offences and/or by mistake
committed an offence.
The offences of sexual violence and sexual
harassment on women by wardens
should also be a part of the reform policy.
Women prisoners and juveniles should be
given rehabilitation classes in jails so that
they turn up as reasonable and
responsible citizens of Pakistan when
released.
Finally, I contend that Pakistan should rid
itself of medieval styles of punishment
and
introduce
non-penal
social
engineering. The concept of jails in the
modern century seems to be inhumane
and volatile. I request to the DIG to
seriously take up the matter of reforming
the prison system across Pakistan instead
of producing mere statements.
Sarmad Ali
The writer is a lawyer an advocate at the High
Court of Pakistan. He can be reached at:
greenlaw123@hotmail.com
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Pakistan’s Tactical Nuclear Weapons:
The Inevitability of Instability
understand why, it is important to
underline that Pakistan has, from even
before South Asia’s overt nuclearisation,
signalled a nuclear doctrine of not only
first use but also early use. This doctrine
has created problems for Pakistan, whose
nuclear planners have had to grapple with
the issue of nuclear thresholds, that is the
point beyond which Pakistan would have
no option but to use its nuclear weapons.
As far back as 2002, the Landau
Network–Centro
Volta
team
(Cotta-Ramusino and Martellini) had
identified four Pakistani thresholds:
geographic (space threshold), military,
political (domestic destabilisation) and
even economic. Tac nukes are Pakistan’s
solution to the military threshold.
Pakistan’s
Tactical
Weapons: Here to Stay

H

atf IX (Nasr) is a Pakistani
ballistic missile which can
deliver a sub-kiloton nuclear
warhead over a range of 60 km,
or 37.3 miles. It is supposed to have
entered service in 2013 and is believed to
be fully integrated into Pakistan’s C3I
(command, control, communications and
intelligence). Its purported role is as a
low-yield battlefield deterrent against
mechanised columns. Should India – and
the world – take Nasr seriously?
The development and deployment of Nasr
by Pakistan was inevitable and the impact
of this tactical nuclear weapon (tac nuke)
on
the
emerging
India-Pakistan
deterrence relationship is inherently
destabilising.
Defining Tactical Nuclear Weapons:
The Pakistani Context
There are four different yardsticks by
which tac nukes could be defined and
classified. The first is the range of the
missile: it must be short range, that is less
than 80-100 km. The second is yield of
warhead, conventionally benchmarked at
less than 5 kilotons (kT) with reference to
a 1994 US Congressional definition
prohibiting R&D in US nuclear weapons
laboratories below this yield. The third is
function – Pakistan would use its tactical
nuclear weapons in an anti-armour role;
bunker busting is the primary role
envisaged by US proponents of research

into low yield nuclear weapons. The fourth
yardstick is impact, which in the case of tac
nukes is limited to the immediate
battlefield, or in other words, the
sub-theatre.
Tactical Nuclear Weapons: Problem
than a Solution?
Why are tac nukes usually seen as a
problem rather than as a solution? In the
first place, they lower the nuclear
threshold by blurring the distinction
between conventional and nuclear war.
Secondly, tac nukes accentuate the
‘always-never dilemma’ inherent in all
nuclear weapons: they must always work
when you want them to, yet never be used
when you do not want them to be used.
The possibility of unauthorised or
accidental use increases significantly with
tac nukes: unlike ballistic missile
submarines (SSBNs), whose commanders
have delegative control, in the case of tac
nukes delegative control may go down to
subaltern/NCO levels under battlefield
conditions. Thirdly, battlefield deployment
of tac nukes, especially in situations of
rapid armour movement, creates an
enormous pressure to ‘use them or lose
them’. Finally, there is a much greater
possibility for tac nukes to fall into ‘wrong
hands’ due to theft, pilferage or sabotage.
Given these problems, all of them well
known for decades, why has Pakistan gone
down the tac nuke route? In order to

Nuclear

There are three essential features of
Pakistan that suggest that its tac nukes are
here to stay. Firstly, as the weaker power in
the India-Pakistan dyad, Pakistan faces
significant conventional asymmetries.
Only nuclear weapons provide Pakistan
with a sense of strategic parity with India.
Faced with the possibility of an Indian
armoured thrust in the plains or desert
sectors, Pakistan is signalling that it will
use its tactical nuclear weapons despite
their escalatory potential.
Secondly, Pakistan is a quintessential
‘homeland state’ with deep existential
anxieties. Its entire national identity has
been constructed as a homeland for an
endangered people facing a historically
implacable foe. No matter how many
internal security challenges it faces,
Pakistan will not drop its guard vis-à-vis
India and will always give the external
threat primacy. In such an identity
construction, nuclear weapons give
Pakistan and its people the assurance of
national survival and civilizational
certitude that they are second to none.
Furthermore, they encapsulate the sense
of ‘we will all go together when we go’ –
akin to the Samson Option of that other
nuclearised homeland state, Israel.
Varun Sahni
The writer is professor and
chairperson, CIPOD, SIS, JNU &
Executive Committee Member
of the Institute of Peace and
Conﬂict Studies, New Delhi.
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Many of the country’s top doctors and
lawyers, among others, shamefully fail to
make it into the directory of the country’s
taxpayers, while most that do, appear to
be living hand-to-mouth judging by their
tax returns.
An important corollary to the quantum of
tax collection is the expenditure priorities
of government. Here too both Greece and
Pakistan appear to have made choices that
have made their countries more indebted
rather than more prosperous. In Pakistan’s
case, the spending has generally benefited
an already affluent elite — the ones that
are not bothering to pay their dues —
more than all the other sections of society.

The right lessons
from Greece

T

eh implosion of the Greek
economy, the rise of Syriza and
the implicit blaming of Greece’s
creditors for the country’s woes
present important lessons that should be
drawn upon. The danger is that many
people, including in Pakistan, are
preparing to draw the wrong set of
lessons.
Greece got itself into a mess by not taxing
sufficiently its richest elites, and by
overspending on a bloated, overpaid and
underworked public sector. Poor choices
by politicians for decades, fully supported
by a complicit populace that was only too
happy to condone the perpetual
postponement of serious structural
reform, have finally caught up. Despite the
massive and heartrending current
suffering of ordinary Greeks, the
foregoing is the sorry story of the saga
which is unfolding in southern Europe. (In
the villains’ roll call, one cannot not
include the ever-willing ‘banksters’ who
continued
to
bankroll
Greece’s
free-spending. But Greece created the
conditions for borrowing, not the other
way around.)
We have a number of similarities with
the Greek situation. Consider:
Only 0.3pc of the pious denizens of the
Islamic Republic pay their taxes — or
around 500,000 people among 189
million. The result: a combination of poor
www.economicaffairs.com.pk

services, low ranking on social indicators
and high levels of public debt. While
Greece has a fairly respectable tax-to-GDP
ratio, at around 22pc according to the
World Bank, the similarity with Pakistan
lies in how its elites are taxed — or not
taxed.
Before the crisis, the tax evasion of a
globetrotting, jet-setting Greek elite was,
there is no other word for it, Olympian.
Shipping magnates, some of the
wealthiest individuals in the world,
enjoyed tax exemptions, concessions and
waivers (as did the Greek Orthodox
Church), on the one hand, and state
support on the other. Some of the glitziest
properties, with Olympic-sized swimming
pools, had owners and residents who did
not appear on the country’s register of
taxpaying citizens. When the Greek
authorities launched the now-famous tax
survey of 2010, satellite photos of wealthy
Athens suburbs revealed 16,974
swimming pools — against 324 claimed in
tax filings. In a survey of the top 150
doctors with clinics in the trendy
neighbourhood of Kolonaki, more than
half claimed income levels below the
average monthly rent.
In Pakistan’s case, the minuscule list of
taxpayers includes even those running
global mega scams and paying just Rs22 a
year in income tax, as well as many leading
politicians with token contributions.

The combined effect of low tax revenue
and high levels of misdirected government
spending (and corruption) is a mounting
public debt burden. Greece’s debt at 175pc
of GDP is 2.5 times larger than Pakistan’s,
while its debt-service payments amount
to a colossal 15pc of GDP, according to the
IMF.
Pakistan’s public debt is much lower in
terms of GDP, but produces a substantial
burden in terms of interest payments,
which account for 29pc of total budgeted
spending and 52pc of net revenue receipts
of the government.
Given the reasons for the public debt
build-up over a period of time, any set of
proposals to address Greece’s economic
woes has to have a judicious balance of
debt relief versus austerity. Prior to the
latest phase of the crisis, the earlier plans
put forth by Greece as well as by Europe
both lacked balance:
Prime Minister Tsipras’ proposals relied
heavily on debt relief and not enough on
structural reform, while the Europeans
had stubbornly ruled out any debt
restructuring.
Conditions are still difficult for Spain and
Portugal but the worst appears to be past.
The final lesson from Greece, and yet
another point of comparison with
Pakistan, is the sense of entitlement on
display. Linked to the earlier point, the
Greek discourse is mostly about what
Europe ‘must’ do for Greece, rather than
what Greece must do for itself. The same
narrative is pervasive in Pakistan and
needs to change.
Sakib Sherani

The writer is a former
economic adviser to
government, and currently
heads a macroeconomic
consultancy based in
Islamabad.
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DONALD TRUMP
The Democrats’ Best 2016 Asset

H

illary Clinton’s campaign may
not develop the sizzle the
would-be
first
Madam
President and her team has
long planned for. But the race has already
created its first, truly searing image in the
skin of the American nation. To the
Democratic Party establishment’s great
relief, this is not the result of any of
Hillary Clinton’s missteps, of which there
have been some.
Rather, the problem emerged from the
inside of the tent of the Republican Party.
It is commonly called the “Donald Trump
problem.” The worst part for the
Republicans is that Trump has the same
effect as a Trojan horse. (Beware of the

“Greeks” bearing gifts, Republicans of the
United States!) Trump’s emergence in the
polls in Iowa and New Hampshire gives
the Democrats a secret weapon to frame
the race – and the entire Republican field
— well before a Republican nominee
emerges.
Trump’s
troublesome
personality
characteristics and policies are essentially
also true of nearly all the other
Republican candidates, but nobody
knows who they are and there are twenty
of them. He jumped from 3% to 12% in
CNN’s polling of Republican voters
nationwide from May 31 to June 28. That
puts him within striking distance of Jeb
Bush, whose campaign is floundering.

Donald Trump’s net worth
It would be one thing if Trump’s downer
effect were only that he embodies
ostentatious – even offensive – wealth,
far more so than Mitt Romney, the
party’s 2012 candidate, ever did. The
comparatively reserved Romney came to
symbolize the 1% class with “just” $250
million. Forbes values the flamboyant
Trump at a minimum of $4.1 billion.
That also means that Trump outperforms
the previous wealthiest candidate ever to
seek the U.S. presidency — Ross Perot –
by a factor of two. (Perot ran in 1992 as an
independent against President George
H.W. Bush and then-Governor Bill
Clinton.)
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So,
he
paints
Republicans firmly into
the corner of the money
worshippers
(which
inoculates
Hillary
Clinton against similar
charges).
But an ocean of money is
not
Trump’s
only
similarity to Mr. Perot.
Trump represents a
similar brand of nativist
economic populism that
is popular with a sizable
chunk of American
voters.
In an era where
Democrats are publicly
debating the economic
values of their party,
Trump helps divert the
(rightly or wrongly)
feared label of “economic
populist.”
That alone would not cause Republicans a
problem, were it not for the unfortunate
fact that nearly all their major candidates
this cycle are promoting similarly
ridiculous and nativist platforms on
economics, immigration and beyond.
Hillary’s man in the Republican camp
Where Trump does Hillary’s (and the
Democrats’) bidding is that he is a very
loud magnet for media attention.
Without the Democrats trying (and
leaving fingerprints), Trump highlights
how not-ready-for-primetime the rest of
the Republican field is.
His outrageous views on racial minorities
are doubly politically problematic: First,
he profits off employing “illegal” workers
at construction sites. And second, the
silence of the Republican field to stand up
to Trump’s race-baiting is as deafening as
it is electorally deadly.
It is a well-known fact that, in order to
win the White House, Republicans must
get more than 40% of the Hispanic vote.
After Donald Trump spewing his mouth
so loudly and so blatantly, that is a very
hard target to reach. The rest of the field is
somewhat less loud or more restrained on
the race-baiting issue. But there is little
daylight between him and them on this
topic.
All in, all the way?
www.economicaffairs.com.pk

Worse for Republican leaders, Trump
could conceivably go the distance, if he
wants to. He certainly has the ego, the
financial resources as well as – from his
media empire – a name-recognition
probably only rivaled by the dynastic Jeb
Bush.
What Trump has to contend with is that
he is not particularly well liked, for all that
fame. He is like an abrasive, uncontrolled
Ronald Reagan. Or a villainous Arnold
Schwarzenegger from New York who
hates foreigners.
Outside of the 20% of voters who
enthusiastically vote for Ross Perot types,
people don’t love Trump. They love to
hate him. They live to see his humiliation
and failure, whether through his next
bankruptcy (of which he has had quite a
few) or in other venues.
Donald Trump may not win the
nomination, but the Republicans will
have a very hard time to rein him in or
control him. To the Democrats’ great
delight, he is setting the tone and terms
of the race on the Republican side of the
field.
He also helps correct the Democrats’
campaign
war
chest
imbalance
tremendously. They were very afraid of
being outspent by Republicans, thanks to
the U.S. Supreme Court’s Citizens United
decision.

Democrats had counted on having to
orchestrate huge purchases of attack ads
to define the eventual Republican
nominee. Mr. Trump’s anti-Hispanic
shenanigans have obviated the need to do
that, at least for now.
The not-so-bright future for
Republicans
And while it is said that voters have a very
short memory, and have not yet really
focused on the 2016 decision, the
memory of Trump’s attacks will be
enduring for at least the next two years. It
is quite unlikely that this will escape
Hispanic voters’ minds.
One final thought: The creeping
disintegration of Trump’s business
networks in the aftermath of his entry
into the race may mean that, for him,
there is blood on the floor.
Getting ever madder due to the loss of
very profitable television deals might
induce him to stay in the race as an
independent and split the conservative
base. And that is precisely what Ross
Perot did in the 1992 race, with known
results and benefits for the “other”
Clinton.
BILL
Co- authored by Stephen Richter,
Editor of the Globalist
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sectarianism.
An exhaustive public opinion survey in
the Middle East conducted by the
Doha-based Arab Center for Research and
Policy Studies found that support for ISIS
in Iraq stands at four percent. Support for
ISIS in Lebanon is as low as one percent.
Support for ISIS in Jordan—where it’s
strongest—stands at a mere eight
percent.
So forget the ludicrous notion that ISIS
has a groundswell of public support. It
doesn’t.
Many of the local Sunnis are just making a
deal with who they perceive as a lesser evil
to to act as a bulwark—to use the
unnamed diplomat’s phrase—against
what they see as a greater evil, Iran and its
proxies in Damascus and Baghdad.
Westerners have forged similar temporary
pacts in the past by siding with
communists against fascists, and vice
versa.
Only four percent of Iraqis support ISIS,
but that’s about 20 percent of Iraq’s
Sunnis—enough for ISIS to gain a
foothold if it sufficiently terrorizes the
remaining 80 percent.
The president seems to get this in Syria.
“The only way that the civil war will end,”
Obama said, “is an inclusive political
transition to a new government without
Bashar Assad, a government that serves
all Syrians.”

Iran is Not a Bulwark

A

An
unnamed
American
diplomat told the Sunday
Times in Britain that President
Barack Obama “believes a
peaceful Iran could be a bulwark against
ISIS in the Middle East and the key to
peace there.”
The Iranian people and government
strongly oppose ISIS, no doubt about it.
They are predominantly Shias while ISIS is
the most deranged Sunni Islamist
terrorist organization in the world. Its
attitude toward the Shia is outright
genocidal. It’s easy, then, to see why a
powerful Shia bloc might act as a
“bulwark.”
The problem here is that the Iranian-led
Resistance Bloc—which includes the

Assad regime in Syria, Hezbollah in
Lebanon, and a smorgasbord of Iraqi Shia
militias—is the primary instigator of
ISIS.
Look: ISIS is just Al Qaeda in Iraq with a
different name and under new
management. The Sunni tribes of Iraq
forged an alliance with the previously
hated American military in the late 2000s
in order to vomit out the old version of
ISIS.
The only reason it came back—aside from
the fact that it grew strong enough to
come back while resisting the Assad
regime next-door in Syria—is because
Iraq’s central Iranian-backed government
scares the daylights out of Iraq’s Sunni
minority with its heavy-handed Shia

A government that serves all Syrians may
be impossible at this point. Syria
effectively no longer exists. There’s the
Alawite-led rump state in the Damascus
corridor and on the coast, a nascent
Kurdish state in the north, and the
so-called “Islamic State” in the east.
Stitching that disaster area back together
again with an inclusive government
would be delightful, but getting from here
to there seems awfully fantastical at this
point.
At least the president understands that
getting from here to there is impossible
with an Iranian-backed regime in the
saddle. Why he thinks it will be any easier
in Iraq is a mystery.
Michael J. Totten

is a contributing journalist for
Economic Aﬀairs who has
reported from the Middle East,
the Balkans, and the former
Soviet Union. He is the author
of The Road to Fatima Gate.
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World Bank, IMF
Launch Joint Initiative
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play a fuller role in helping all of their
member countries achieve the ambitious
goals that the world will be setting for
itself later this year in New York.
Bringing the voice and interests of
developing countries, particularly those
too small to play a role at the G20 level,
into the debate on international tax
policy issues is a key priority for the Bank
and the Fund.
The initiative will deepen the institutions’
ongoing collaboration with developing
countries to identify key international tax
policy concerns and potential solutions,
both at the country level and in the
context of the continuing international
dialogue.

T

he World Bank and the
International Monetary Fund
are launching a new initiative
to help developing countries
strengthen their tax systems, says an
official announcement.
Analysis associated with the two
institutions suggests that many
lower-income countries have the
potential to increase their tax ratios by at
least 2 to 4 per cent of their GDPs,
without compromising fairness or
growth. Raising additional revenues will
allow developing countries to fill
financing gaps and to promote
development.
Pakistan is top on the list of the countries
that need to reform their tax systems. In
a recent statement, the IMF mission chief
in Pakistan urged the rulers to broaden
the country’s tax base.
The country’s tax-to-GDP ratio stood at 9
to 10pc of GDP, which, the IMF believes,
should be increased to 15pc over the
medium term to protect spending on
high priority areas, including the social
sector.
In 2011, the Federal Board of Revenue
disclosed that in a country of almost 200
million, only 1.7 million were registered
income taxpayers. There has been no
major change in the last five years.
The World Bank-IMF’s offer to help
developing countries improve their tax
systems comes ahead of the “Financing
for Development” conference in the
Ethiopian capital Addis Ababa next week,
at which heads of state, CSOs,
multilateral institutions and private
www.economicaffairs.com.pk

sector representatives will discuss how to
scale up finances to meet the Sustainable
Development Goals (SDGs).
“A strong revenue base is imperative if
developing countries are to be able to
finance the spending they need on public
services,
social
support
and
infrastructure,” said IMF Managing
Director Christine Lagarde. “But
experience shows that with well-targeted
external technical support and sufficient
political will, it can be done.”
“We very much want to help developing
countries raise more revenues through
taxes because this can lead to more
children receiving a good education and
more families having access to quality
health care,” said World Bank Group
President Jim Yong Kim. “If everyone
pays their fair share — even while
challenging the status quo — developing
countries can close their financing gaps
and promote inclusive growth.”
Responding to country demands, the
IMF-World Bank initiative has two
pillars: deepening the dialogue with
developing countries on international tax
issues, aiming to help increase their
weight and voice in the international
debate on tax rules and cooperation; and
developing improved diagnostic tools to
help member countries evaluate and
strengthen their tax policies.
This builds on the World Bank’s current
tax programmes in over 48 developing
countries and the IMF’s technical
assistance projects in over 120 countries.
By further leveraging their collective
expertise, the Bank and the Fund aim to

The institutions also plan to strengthen
their diagnostic tools, developing new
methodologies where needed, to enable
member countries to identify priority tax
reforms and design the requisite support
for their implementation. This effort
would complement the launch of the Tax
Administration Diagnostic
Assessment Tool (TADAT) in November.
In September 2013, the IMF agreed to
lend $6.8 billion to Pakistan over three
years under an arrangement that required
the country to undertake major reforms,
such as cracking down on tax evasion and
privatising loss-making state companies.
Last week, the IMF issued the seventh
review of this 36-month arrangement,
which noted that Pakistan had missed
indicative target on federal tax revenue by
a small margin. This reflected legal
challenges to some of the tax measures
and the negative impact of lower global
commodity prices.
The report, however, noted that Pakistani
authorities had taken action to improve
revenue and remained on track to meet
their next fiscal deficit target.
The report also noted that Pakistan had
met the end-March 2015 structural
benchmarks, which also required it to
draft legislation to remove the authority
to grant new administrative tax
exemptions and to conduct a review to
simplify tax payment processes.
Going forward, Pakistani authorities
proposed a new income tax on
accumulation of arrears in the power
sector and a new benchmark for tax
administration.
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NATIONAL SECURITY

L

ooking from abroad at the
statements of the Australian
government
regarding
security, one would be
forgiven for thinking the country had just
suffered a 9/11 scale attack or was
currently engaged in a war for its very
survival. The country’s hard right Prime
Minister, Tony Abbott, has over the past
six months employed increasingly shrill
and fearful language to address the threat
posed by terrorism and the Daesh in
particular.
The government’s increasing use of such
loaded language began last year, in the
months after the release of its first
Federal Budget. The Government had
fought its election campaign around the
issues of illegal immigrants and the
budget deficit, with the latter in
particular being spoke of as a “debt and
deficit disaster” or a “budget emergency”
by Abbott and party generals.

After several failed attempts to reframe
the budget debate on their own terms,
the Abbott government seemingly gave
up on its claims on the importance of the
deficit and economic management in
general, in effect making a tactical retreat
on the issue.
Abbott’s position was weakening rapidly
all the same, and just eighteen months
into his first term, the problems created

30

Australian
Government
Looks to Threat
of Terrorism to
Save Itself

After painting such a dire picture for the
Australian public, the new government
believed its first Federal Budget would be
accepted as tough but necessary medicine
for fixing this problem. Yet for all the fear
mongering about the state of the
economy, the actual measures contained
in the budget seemed contradictory, only
targeting the poorest and the most
vulnerable in society, whilst the
conditions for wealthier Australians
largely remained unchanged and in some
cases were even promising to improve.
Worse still, the cuts included in this
lopsided budget featured included a raft
of things Abbott had explicitly promised
not to do in areas like welfare and
renewable energy.
As a result, Tony Abbott and his
Ministers spent several months getting
battered in the polls, with their budget
increasingly becoming a byword for
debates around fairness and inequality in
the country and the disconnectedness of
Abbott with ordinary Australians.
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Abbott’s party had long been aware of his
fervent admiration of the British
Monarchy, but for him to have indulged
this idolatry amidst hemorrhaging
support for the party called into question
his capacity to lead.

by this first budget and a series of other
embarrassing and ideologically driven
decisions on peripheral issues had caused
an increasing rift within his own party.
Indeed, in a demonstration of just how
weak his position was fast becoming, Mr
Abbott caused his very suitability for
leadership to be challenged over what
might seem to outsiders like a relatively
harmless decision; the awarding of a
Knighthood to The Queen of Great
Britain’s 94 year old consort, Prince
Phillip on, January 25th of this year.

Such views would only become more firm,
when days later, a first term
Liberal-National Government lost power
in Queensland in one of the biggest
swings against a party in Australian
electoral history. The reasons for this loss
were numerous, but many in the party
felt Tony Abbott’s decision to knight a
member of the British Royal family that
was famous for his racist gaffs, was an
example of increasing dysfunction within
the Prime Minister’s office and that his
decisions were undermining the party’s
wider brand.
As the fallout from the Queensland
election continued, panic spread within
the party and just 9 days later, factions
within the party organised what is known
in Australian politics as a “leadership
spill” motion. This is essentially a vote of
no confidence in the party’s leader that, if
successful, declares the position vacant.
www.economicaffairs.com.pk
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No direct challenger appeared to face Mr
Abbott, weakening the motion somewhat
as it lacked a clear alternative, but he still
only scraped through 61 votes to 39 – a
result that is significantly worse than it
sounds because Mr Abbott’s 30 Cabinet
Ministers were obligated to support him.
Fighting for survival:
It is within this context that Abbott made
the decision to reimagine himself as a
strong-man of national security. It was a
logical choice for Abbott; he had no
nation building initiatives to champion
like Labor’s National Broadband Network
(NBN), or even any clear vision for the
future of the country more broadly.
Moreover, he understood the public
viewed Labor as weak in that area.
The shift in focus had already begun last
year; in September Abbott had started
labelling Daesh/ISIS as a "death cult."
Attempting to simplify complex issues
with catchy and dumbed down phrases
has long been a hall mark of Abbott, and
he clearly thought he was onto something
here. In the months following the budget
retreat - from September 2014 until May
2015 he was recorded having referred to
Daesh in this way 346 times.
But within weeks of surviving the spill
motion, Abbott ramped up his security
focus. He addressed the parliament on
national security on February 23rd,
warning the country was facing a
"long-term era of terror" due to the
activities of the far flung Islamic State,
and announced there would be an
overhaul of the country’s alert systems.
Following on from this, the Abbott
government announced in May that it
would seek to amend the Citizenship Act
so that dual nationals could be stripped of
their Australian citizenship if they were
found to be promoting, supporting or
taking part in terrorism.
The proposal initially was designed so
that such decisions would be made at the
discretion of the Minister, prompting the
Labor party to urge caution, lest the
government risk granting excessive
powers that could be abused. Abbott
ultimately softened the proposal to
essentially reflect the current provisions
in the Citizenship Act that allow for dual
nations joining foreign militaries to be
stripped of their citizenship so that it also
applied to terrorist organisations.
www.economicaffairs.com.pk

But on a political level, Abbott achieved
his goal of making his government appear
tough and cast doubt on the opposition.
Indeed, the Victorian branch of the
Liberal party wasted no time capitalising
on this, and had already begun sending
out fundraising material to its supporters
stating that "Labor and the left are …
weakening our borders and are a soft
touch on home grown terrorists."

methods.

Not long after this, Mr Abbott's own
rhetoric regarding the threat posed by
Daesh reached fever pitch, when he told
delegates at the first day of a regional
summit on extremism that the group was
"coming … for every person and every
government with a simple message,
submit or die."

This is not to suggest there is no threat of
course; like most countries, Australia
does need to be diligent in the face
Daesh’s globally targeted propaganda
campaign and it remains a group that
needs to be defeated. But in the battle the
Abbott government is currently engaged,
Daesh has become as much a tool in its
armoury as it is a threat to be defeated.
The mention of the “death cult” has made
them a convenient bogey-man and is
being trawled out at every opportunity to
remind the public they need the Abbott
government if they want to keep safe.

The decision to paint a militia like Daesh,
a group with only loose control of limited
territory in a heavily fractured region, as
though it were a threat comparable to the
Soviet Union or Nazi Germany sounds
ridiculous to anyone even mildly
informed on their actual capabilities. But
the intended audience of these comments
was never the actual attendees of the
regional summit they were delivered to.
Rather, they were delivered so the
Australian media would relay them to an
increasingly fearful Australian public, one
whose image of Daesh has been warped
by the constant reporting of their brutal

By employing such frightening rhetoric
and putting forward hard line anti-terror
measures, Abbott is attempting to paint a
binary view of the world in which
compromise and context can be ignored,
and opposing viewpoints can be
dismissed as being either "soft" on
terrorism or even "sympathising" with it.

Whether the Australian public will buy
this remains an open question until the
next election.
Daniel O'Toole

is currently employed at the Japan
External Trade Organisation, based
in Sydney, Australia. He has
extensive degrees and knowledge of
Australian and international
politics. His twitter handle:
@dotpols

NEWS BRIEF

IMF cuts global growth
forecast for 2015
The International Monetary Fund has cut its forecast for global
growth this year, as a result of a slowdown in the US economy. The
IMF now says the global economy will expand by 3.3% in 2015,
compared with a previous forecast of 3.5%.
Last month, the IMF lowered is forecast for US growth to 2.5%
in 2015 from an earlier estimate of 3.1%. The US is a drag on the
world economy, according to the IMF, because of "an unexpected
output contraction". The US economy contracted at an annual
rate of 0.2% in the first quarter of the year after being hit by bad
weather.
The IMF said Greece's crisis was having a only a marginal effect
on the global economy and it left its eurozone growth forecast for
2015 unchanged at 1.5%. It predicted Germany would grow by
1.6% and France by 1.2%, also unchanged from the previous
forecast. The IMF has left its forecast for growth in China
unchanged at 6.8%, despite the recent stock market volatility.
"The bubble has burst," Olivier Blanchard, director of the
Research Department at the IMF, said of the Chinese stock
market's wild swings. But he did not say that China's stock
market volatility would drag down the global economy.
The IMF also cited Greece's debt crisis as a continuing risk to the
global economy, but said the events in China and Greece "have
not changed the broad outlook picture for the global economy".In
2016, the IMF expects global growth to strengthen to 3.8%. 

S. Arabia issues $4bn
bonds to cover deficit
RIYADH: Saudi Arabia has issued its first sovereign bonds since
2007 to cover a budget deficit created by low oil prices, launching
a series of debt sales that could reshape its financial markets. The
government sold 15 billion riyals ($4bn) of bonds to local banks
this year, Al-Iqtisadiya daily quoted central bank chief Fahad
al-Mubarak as telling reporters.
The report did not reveal financial terms or say exactly when the
sales occurred, or whether the local currency bonds were
Shariah-compliant, which would allow them to be bought by
Islamic banks. But they mark a big shift in Saudi policy. Until this
year, the world’s top oil exporter focused on paying down its
public debt, which totalled just 44bn riyals at the end of 2014,
about 1.6 per cent of gross domestic product.
While a few state agencies or state-controlled firms have issued
bonds in the past few years, the government’s last sovereign
development bond was issued in 2007.
But because of the plunge in oil prices since June 2014, Riyadh
faces a huge budget gap this year, which Mubarak said was
expected to exceed the originally projected 145bn riyals. The
International Monetary Fund has estimated the deficit will be
about 20pc of GDP, or approximately $150bn. 
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Greece debt crisis:
Merkel says talks
'extremely difficult'
Germany's Chancellor Angela Merkel has called the talks on
Greece's debt rescue "extremely difficult" and ruled out
"agreement at any price". She was speaking as she arrived in
Brussels for a meeting of the other 18 eurozone leaders to discuss
the deal.
They are considering proposals by eurozone finance ministers
which would impose tough conditions on Athens. Greece risks
being ejected from the eurozone if a deal to rescue it from
financial collapse is not reached. Finnish Finance Minister Alex
Stubb said one condition in the ministers' proposal requires
Greece to implement new laws by July 15.
Greece will also be required to introduce tough conditions on
labour reform, VAT and taxes, and tough measures on
privatisation and privatisation funds, MrStubb told reporters. The
head of the Eurogroup of finance ministers, Jeroen Dijsselbloem,
said a "couple of big issues" remain which would be left to the
heads of government to rule on, though he did not give details.
Mrs Merkel told reporters that the eurozone leaders would be
considering whether "the conditions are met" to start
negotiations on a third bailout. "That's what is at stake, nothing
more and nothing less," she said.
But she warned that there would be "no agreement at any price",
adding: "We have to make sure the pros outweigh the cons - for
Greece's future, for the entire eurozone and the principles of our
collaboration."
MrTsipras was more upbeat, telling reporters: "I'm here ready for
an honest compromise... we can reach an agreement tonight if all
parties want it."- AP 

Halifax: House prices
hit £200,000 record
The average cost of properties in the UK has exceeded £200,000
for the first time, according to the Halifax. It said house prices
jumped by 1.7% in June compared with the previous month,
marking their fourth consecutive monthly rise.
Annual price inflation also rose significantly, from 8.6% in May to
9.6% in June. It brings the average price of a UK house or flat to
£200,280, the highest amount recorded by the Halifax measure.
However the figures are in stark contrast to those produced by
rival lender, Nationwide. Last week it said that house price
inflation had fallen to 3.3% a year, bringing the average price to
£195,055.
Halifax said the rise was being driven by tight supply with the
number of homes for sale now at a record low. Halifax's housing
www.economicaffairs.com.pk
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economist Martin Ellis said there were now signs of a recent
"modest pick up in demand".
"Economic growth, higher employment, increasing real earnings
growth and very low mortgage rates are all supporting housing
demand," he added. The lender, which uses data from its own
mortgage lending, said average house prices per square metre had
risen by 18% since 2010, with prices in Greater London seeing
the fastest growth.- AFP 

Oil prices could fall further

(IEA) has said.

Oil prices may
have further to fall
despite stabilizing
in recent months and
even
beginning to rise
modestly - because
of
a
massive
oversupply
the
International
Energy
Agency

The IEA said lower oil prices were likely to last well into 2016.
The agency added the world oil market was unable to absorb the
huge volumes of oil now being produced. It follows the massive
drop in prices which started last summer.
The price of Brent crude fell sharply last year from $115 a barrel
in June to $45 a barrel in January. The current price of Brent crude
is $59 a barrel. The fall in prices has led oil firms to cut back
investment in exploration, while North Sea oil has come under
significant pressure.
All seven major global oil firms have also reported annual declines
in profit as a result of lower oil prices. Only last month the Office
for Budget Responsibility (OBR) forecast North Sea oil and gas
revenues would fall to below 0.1% of GDP over the coming
decades.
It said the tax take from North Sea oil and gas had already fallen
by 80% in the last three years. "The oil market was massively
oversupplied in the second quarter of 2015, and remains so
today," the IEA said in its monthly report.
"It is equally clear that the market's ability to absorb that
oversupply is unlikely to last. Onshore storage space is limited," it
said, adding: "Something has to give."
"The bottom of the market may still be ahead." Core members of
the Organization of Petroleum Exporting Countries (Opec) have
continued to produce the same level of oil in the past year despite
falling oil prices in an attempt to regain market share. US oil
production has also soared in recent years, as fracking - or the
process of extracting oil from shale rock by injecting fluids into
the ground - has revolutionized oil production in the country.
Opec's response to the fall in prices was to refuse to cut
production. Many Opec nations are able to tolerate a lower oil
price despite losing money.-Bloomberg 
www.economicaffairs.com.pk

Alibaba executive Liu
in corruption probe
Chinese e-commerce giant Alibaba has said its senior executive
Patrick Liu is in police custody over corruption allegations related
to his previous job with internet company Tencent.
Tencent confirmed that up to six former employees were under
investigation in an ongoing anti-graft probe. China's biggest
social network said an "internal investigation" brought to light
bribery allegations.
Several executives have been implicated in China's corruption
crackdown. The government has been on a drive to reform the
economy, the world's second largest, by clamping down on
corruption in major institutions and businesses for the past two
years.
Tencent has not identified the former employees, but said that
"the police have been notified" and they were awaiting further
information.
'Nothing to do with Alibaba'
Alibaba confirmed to the Reuters news agency that MrLui was
detained but the case was "related to his time at Tencent and has
nothing to do with Alibaba". Mr Liu left Tencent for competitor
Alibaba in 2013 to become the president of its digital
entertainment unit.-Reuters 

Mastercard overcharges
consumers

European Union officials have accused Mastercard of
overcharging consumers with the fees the company charges. "We
currently suspect Mastercard is artificially raising the costs of card
payments," said the EU statement.
Those fees harm consumers and retailers in the EU, competition
commissioner MargretheVestager said. The credit card company
said it was "working with the European Commission on the
issue" and was preparing a formal response.
"Throughout this procedure we have kept the needs of both
consumers and merchants in mind," Mastercard said. The EU is
focusing on what is known as 'interchange fees' - the fees retailers
pay banks to process card payments.
Officials say they are concerned that Mastercard violates
competition rules by requiring retailers to pay artificially inflated
fees to process credit card transactions. They say this practice
leads to higher prices for retailers in the EU, which they then pass
on to consumers.
The charges from the EU are part of a long-running investigation.
The maximum fine that the EU can impose for antitrust
infringements is 10% of the company's annual sales, according to
the EU.
A separate investigation into Visa's interchange fees is also being
carried out by the EU.-Reuters 
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Pakistan, Norway ink Pakistan to continue
MoU for 150MW
purchase of dollars
solar power plants
Islamabad: Pakistan and Norway signed a Memorandum of
Understanding (MoU) for construction of three solar power
plants to generate a total of 150MW of electricity, said a
statement issued on July 7.
Prime Minister Nawaz Sharif and Norway's Prime Minister Erna
Solberg witnessed the signing ceremony of a MoU between
Scatec Solar of Norway and Nizam Energy of Pakistan to jointly
develop the solar power plants on a build-own-operate basis.
The construction of three solar power plants to generate a total of
150 MW of electricity is expected to start in the first quarter of
2016. The project would be completed in a year’s time and will be
located in Sindh province, with an initial investment of $300
million.
An additional 150 MW is planned to be developed in the second
stage, bringing the total investment to nearly $600 million.
Adviser on Foreign Affairs and National Security Sartaj Aziz and
other members of the Pakistani delegation were also present on
the occasion.-APP 

France, Germany to
take 21,000 migrants
Luxembourg: France and Germany agreed Thursday to accept
some 21,000 asylum-seekers and refugees as part of EU efforts to
deal with the flood of migrants seeking refuge from conflicts
across North Africa and the Middle East.
EU leaders agreed last month to take in 60,000 people over the
next two years but on a voluntary basis after many member states
objected strongly to proposed mandatory quotas.
The figures comprise 40,000 Syrian and Eritrean asylum-seekers
already in Europe who will be redistributed across the 28-nation
bloc plus another 20,000 Syrians in camps overseas.
French Interior Minister Bernard Cazeneuve and his German
counterpart Thomas De Maiziere announced that France would
take 9,100 and Germany 12,100.
The two countries had a duty “to offer a dignified welcome to
those with refugee status,” Cazeneuve said. At the same time, the
countries had set conditions to ensure “that what we are doing out
of solidarity (with other EU states) will be sustainable.”
He said it was essential that reception points for migrants be
beefed up to ensure that genuine asylum seekers are clearly
separated out from economic migrants who will be returned home.
Disagreements remain among EU nations over how to share
responsibility for the refugees and asylum seekers. Spain and
Austria did not want to announce what their contribution to the
effort would be, European sources said. 

Pakistan
will
continue
the
purchase of dollars
from the spot
market in the new
fiscal year after it
bought
$2.9
billion in the
previous
year
aimed at building
foreign currency
reserves and reversing appreciation of real effective exchange rate
that has made its exports uncompetitive.
The continued spot market operations by the State Bank of
Pakistan (SBP) may also bring the value of Pak rupee against the
US currency under pressure.
From July through March last fiscal year, when the central bank
was undertaking spot market purchases, the rupee shed its value
by 3% against the US dollar, showed a recent report of the
International Monetary Fund (IMF).
Pakistan and the IMF have also agreed to increase the Net
International Reserves – the net official foreign currency reserves
excluding all reserves related liabilities, by another $1 billion to
$8.3 billion for end-September period.
The officials said the target will largely be achieved by buying
dollars from the market.
In its latest report, the IMF said that the SBP has significantly
stepped up its spot market purchases of foreign exchange and
netted $2.9 billion till end-May 2015. The IMF said these
purchases will increase the reserve coverage to well above three
months of imports and bolster resilience against future external
shocks.
“Staff and the authorities agreed that further accumulation of
reserves will be strongly desirable as the balance of payments
position remains vulnerable and reserves are still significantly
below adequacy norms”, stated the IMF report.
The low prices of crude oil in the international markets provided
the government space to mop up dollars from the market.
The report was written after completion of the seventh review of
Pakistan’s economy held in Dubai in May this year.
The IMF was of the view that further accumulation of reserves
could also “help arrest the recent upward trend in the real effective
exchange rate, which was inconsistent with (economic)
fundamentals”. The real effective exchange rate is defined as the
inflation-adjusted value of the country’s currency relative to other
major currencies.
In real terms, Pakistan’s currency appreciated by 8% from July
through March of last fiscal year. 
www.economicaffairs.com.pk
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SBP seeks details of
IBI financing falls
all NGO bank accounts investment rises
The State Bank of Pakistan sought details of bank accounts of all
the Non-Governmental Organisations (NGOs) in Pakistan.
The SBP has directed all banks to give relevant information,
including details of international funding from various
countries.The move is being carried out in the light of the recent
orders of the Supreme Court (SC) on the NGO regulations.
On June 23, the SC summoned details of NGOs operating in
Pakistan. The apex court directed the federal and provincial
governments to provide details of the NGOs.The court also
sought the registration and monitoring mechanism for the
NGOs along with details of funding. 

Licences of 208 local
NGOs cancelled
Licences of over 30 per cent of local NGOs registered with the
Securities and Exchange Commission of Pakistan (SECP) have
been cancelled over the past three months for their failure to
comply with regulations.
“The law requires the NGOs to get their licences renewed after
every five years and all registered NGOs were directed to get their
documents revalidated by Feb 16 this year,” an SECP official said.
The licences of 108 NGOs were cancelled in April for their
failure to comply with corporate laws, he said. After further
scrutiny, the licences of another 100 NGOs were revoked.
Around 650 local non-governmental organisations have been
registered with the SECP and 423 of them completed five years
of existence by Jan 1, 2015.
Though the action against the NGOs was initiated after the
National Action Plan to counter terrorism was enforced in
December 2014, officials deny any link with the plan.
“Local NGOs are registered under section 42 of the Companies
Ordinance 1984 and it is being checked whether they are
complying with the law or not,” the SECP spokesperson said,
rejecting the perception that the action had been taken because of
security concerns.
A majority of the NGOs, whose licences have been cancelled, had
failed to file annual returns and accounts and to apply for renewal
of their licences within the specified time.

The Islamic Banking Industry (IBI), financing to industry and
domestic sector, declined by Rs 4.3 billion whereas its investment,
mainly in the government securities, increased by Rs11.5 billion
in the first quarter of 2015.
The State Bank of Pakistan (SBP) Islamic Banking Bulletin, the
financing of the Islamic banks, slowed down in the recent months
to stand overall at Rs 417.8 billion by end of March with negative
growth.
This, however, is in line with the usual trend in which financing
declines during the first quarter of a calendar year owing to the
retirement of financing by majority of client industries due to the
nature of their business cycle, commented the central bank report.
Among other sectors, chemical and pharmaceuticals, sugar, shoes
and leather garments, financial, production and transmission of
energy witnessed an increase in their shares in overall financing
during the quarter under review.
The financing to deposit ratio (FDR) shows that the FDR of
Islamic banking declined slightly during the review quarter to be
registered at 35.6% as compared to 38.2% in the previous quarter.
FDR of both Islamic banks as well as Islamic banking divisions of
conventional banks declined during the quarter ending in March.
In the last quarter of 2014, the financing of the Islamic Banks was
colossal to stand at Rs 73.6 billion. 

Plane-makers eye
Iran market

Western planemakers look set to reap billions of dollars in deals
with Iran, if a deal is done on its nuclear programme to allow one
of the world’s most promising aviation markets to come out of
quarantine. Iran and six world powers were struggling on Friday
to remove the last obstacles to an historic deal in Vienna that
could resolve a more than 12-year dispute over Tehran’s nuclear
ambitions, extending talks through the weekend.
For Tehran, the prospect of sweeping economic sanctions and a
long-standing US trade embargo being lifted represents a chance
to renew a fleet whose average age of 23 years is almost twice the
international average, and to do so at affordable prices, after years
of paying over the odds on the black market.

Apart from the SECP, local NGOs can also be registered with
several other agencies, including the department of cooperatives
at the deputy commissioner’s office and provincial governments.

For Airbus, Boeing and other manufacturers, that could mean up
to $20 billion in deals, shaped in part by the negotiating positions
of various camps during the lengthy nuclear talks. And for Iran
Air’s 38-year-old Boeing 747SP, the last of its kind, it should
mean well-deserved retirement.

But restrictions imposed for non-compliance of regulations by
the DC office and provincial governments are negligible in
comparison with the recent drive launched by the SECP. 

“There are a lot of aircraft that are really at the end of their lives,”
said Maximo Gainza, senior consultant at UK-based fleet
watcher Ascend Flightglobal. -Reuters 
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150 influentials on NAB list

T

he National Accountability
Bureau (NAB) submitted before
the Supreme Court a report
containing details of 150 mega
corruption cases against prominent
parliamentarians, politicians, bureaucrats
and industrialists.
Prime Minister Nawaz Sharif, Punjab
Chief Minister Shahbaz Sharif, Finance
Minister Ishaq Dar, former president Asif
Ali Zardari, former prime ministers Yousaf
Raza Gilani and Raja Pervaiz Ashraf,
PML-Q chief Shujaat Hussain, former
Balochistan chief minister Nawab Aslam
Raisani, QaumiWatan Party chief
AftabSherpao, former ambassador to US
Hussain Haqqani are some of the
prominent people on the list.
The document lists 50 cases each of
monetary irregularities, misuse of powers
and land scandals.
Among the monetary irregularities,
inquiries are being conducted in 22 cases,
investigations have been launched into 13
cases and references filed in 15 cases,
according to the report.
In land scandals, inquiries are under
process in 29 cases, investigations in 13
cases while references have been filed in
eight cases.
In misuse of power, inquiries are
underway in 20 cases, investigations into
15 cases and references have been filed in
15 cases. An inquiry is being conducted
against Prime Minister Nawaz Sharif and
Chief Minister Shahbaz Sharif for
constructing a road from Raiwind to their
farmhouse at a cost of Rs 126 million.
Another inquiry against Nawaz Sharif is
being carried out over illegitimately

appointing his favourites to the Federal
Investigation Authority (FIA), the report
says.

authority and powers while he was
minister for Interior, as well as having
assets beyond resources

Finance Minister Ishaq Dar is facing an
inquiry over keeping assets beyond known
sources of income. He is under inquiry in
three cases of 23 million pounds, 3,488
million dollars and 1,250 million dollars.

Hussain Haqqani, former information
secretary and ambassador to US, is
accused of embezzling funds but NAB has
so far failed to calculate the exact amount
in this regard. He is also accused of illegally
issuing licenses of FM stations to three
private companies.

Former president and Pakistan People’s
Party (PPP) co-chairman Asif Ali Zardari is
also facing a similar type of inquiry for
having assets of Rs 170 billion which are
far beyond his known sources of income.
Investigations are also in process against
Zardari for corruption of $22 billion and
$1.5 billion.
An inquiry is under process against former
prime minister and PML-Q chief
Chaudhry Shujaat Hussain for keeping
assets worth Rs 2,428 billion, which are
beyond his known sources of income.
Former prime ministerYousaf Raza Gilani
faces an inquiry over misuse of authority
at Oil and Gas Regulatory Authority
(OGRA). Another PPP former prime
minister, Raja Pervez Ashraf, is under
inquiry over misuse of powers and
authority in rental power projects (RPPs).

Former bureaucrats Abdullah Yousaf,
Salman Siddiqui, former OGRA chairman
ToqeerSadiq and former Employees Old
Age Benefits Institution (EOBI) chairman
Zafar Iqbal Gondal are booked over
various corruption scandals and abuse of
authority.
Inquiries are underway against former
chairman of National Insurance Company
Limited (NICL) Ayaz Khan Niazi over
embezzlement of Rs 2 billion. Another
former chairman of NICL, Abid Jawed,
also faces inquiry in aRs 2 billion
corruption scandal.
NAB is also investigating against Ghazi
Akhtar of Tandlianwala Sugar Mills Ltd for
their involvement in Rs 700 million
scandal.

Former Balochistan chief minister Nawab
Aslam Raisani faces inquiries for having
assets worth Rs 100 million as well as
misusing powers during his rule in the
province.

Investigations have already been launched
against Schon Group for alleged
embezzlement of Rs 1,245 billion and
Younus Habib for alleged ill-intentioned
default of Rs 3 billion.

Former minister for Information Dr
FirdousAshiq Awan face inquiry over
misuse of authority and powers.

The court expressed dissatisfaction over
the report submitted by NAB and ordered
it to add two columns to the report with
details of when the application against an
individual was filed and when it was
verified.

QaumiWatan Party (QWP) chief Aftab
Ahmed Sherpao is booked for misuse of
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Car sales surge ahead,
cross 150,000 mark

C

ar manufacturers in Pakistan
had a blissful 2014-15 as they
saw sales jump to 151,134
units from 118,102 in the
preceding fiscal year. The launch of the
new Toyota Corolla brought a big relief to
its assembler, pushing up the company’s
sales to 51,398 units from 29,087 and
also making a positive impact in overall
sales figures, Pakistan Automotive
Manufacturers Association (PAMA)
announced on July 10.
Another uplift in overall sales came from
the Punjab government’s taxi scheme
that helped sales of Suzuki Bolan rise to
23,582 units from 14,088, and that of
Suzuki Ravi to 22,815 from 12,419.
Even increase in car prices by the
manufacturers did not dampen buyers’
enthusiasm. Moreover, a decline in
interest rates to seven per cent from 10pc
by the State Bank of Pakistan (SBP) in the
last one year also pushed up sales by at
least 10pc on cars being sold under bank
financing.
Launched in March 2014, the Suzuki
Wagon R compensated the 32pc sales loss
in the Swift Wagon R’s sales. It more than
tripled to 5,246 units in FY15 from 1,621
a year ago, while Swift sales dropped to
3,490 from 5,128. Facing stiff
competition with thriving used-car
imports of small engine power, Suzuki
Mehran sales slightly inched up to 29,886
from 29,509 units, while Cultus sales fell
to 13,837 from 14,682.
The just-ended fiscal year proved a bit
difficult for the Honda Civic in the wake
of Toyota Corolla’s launch, as its sales
dropped to 7,806 units from 9,933 in
www.economicaffairs.com.pk

FY14.
Pak Suzuki Motor Company Limited
(PSMCL) did not officially announce a
halt in Liana production despite the fact
that no car was rolled out during FY15.
However, sales from old stocks stood at
23 units in 2014-15 compared to 161 a
year earlier. Only 72 Lianas were
produced each in October and December
of 2013.
Hyundai Santro also faced the same fate
as only 82 and 128 units were produced
in January and February of 2014,
respectively, while no car was assembled
in the years 2014-15. Its sales from some
old stocks were 50 units in FY15
compared to 152 in FY14.
Muhammad Tahir Saeed of Topline
Securities said local car assemblers
registered “an excellent” year-on-year
growth of 31pc during FY15 versus just
1pc growth in FY14 and a compound
annual growth rate (CAGR) of 5.3pc
during the last five years (FY11-15).
He attributed the higher sales of cars, and
also of jeeps, LCVs and vans, to rising
consumer sector dynamics and an
increase in car financing due to 42-year
low interest rates in the country.
He said imports of used cars are still
hovering around 25,000 to 30,000 units a
year. The imports make up around 15pc
of car sales market in Pakistan.
Local car sales are expected to grow by
13pc in FY16, he said, adding that healthy
growth in the auto sector reflects an
increase in per capita income, improved
farmer economics and an overall recovery
of the economy.

Saeed said volumetric growth coupled
with a weak Japanese yen against the US
dollar “will have a positive impact on the
sector’s profitability”.
The PSMCL would sell around 30,000 to
35,000 units under the taxi scheme in
FY16 and the order of 50,000 units would
be completed in the first half of FY17, he
said. According to his estimate, Suzuki’s
sales volume should grow by 24pc in
FY16 to 122,617 units.
The Indus Motor Company (IMC), the
assembler of Toyota Corolla, achieved its
highest ever sales since the inception of
the company, selling 56,943 units in
FY15, a year-on-year growth of 67pc.
Given its annual production capacity of
54,800 units, the company achieved
these figures through de-bottlenecking
and working on alternate Saturdays.
TRACTORS: Tractor segment (Fiat,
Massey Ferguson and Orient IMT
Tractors) posted a healthy on-year growth
of 39pc during FY15 by selling 46,800
units, primarily due to the reduction in
general sales tax (GST) from 16pc to 10pc
announced in the previous budget. This
compares favourably with 34pc growth in
FY14 and five-year (FY11-15) CAGR of
9.3pc.
The government’s decision to maintain
GST at 10pc in the latest budget coupled
with subsidy schemes of 25,000 tractors
by the Punjab government and 29,000
tractors by the Sindh government are
likely to help tractors sales keep the
momentum going.
Saeed anticipated a 17pc increase in
tractor sales in FY16 on the back of these
subsidy schemes.
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Sector overview:
The exit of foreign banks

T

he recent confirmation of HSBC
Bank Oman selling its Pakistan
business to Meezan Bank
should not come as a surprise to
those who have been following financial
media and developments of the banking
sector in the country.
Meezan Bank has already acquired HSBC
Group’s Pakistan operations in 2014. To
clarify a possible confusion, HSBC Group
owned a separate bank in Pakistan
through its subsidiary, HSBC Bank
Middle East, which was sold to Meezan
Bank last year.
This year, Meezan Bank has decided to
buy HSBC Bank Oman’s sole branch in
Karachi, in addition to the previously
acquired branches of HSBC. The bank has
an even longer history of taking over
foreign banks in the country. Back in
2002, it acquired local operations of
Societe Generale that decided to shut its 4
branches in Pakistan. Meezan Bank is not
the only local bank that has acquired
foreign banks operating in Pakistan.
Previously, Royal Bank of Scotland (RBS)
sold its Pakistani business to Faysal Bank,
another bank with substantial Islamic
banking operations in Pakistan. RBS had
acquired ABN Amro Pakistan in 2007 as
part of its rather disastrous purchase of
global operations of ABN Amro. More
recently, Barclays Bank also exited
Pakistan by selling its local business to
Habib Bank.
Citibank Pakistan has also shut down its
consumer banking operations in Pakistan
to limit its exposure to corporate banking
only and decreasing its branch network
from 13 to just 6.
Reasons behind exit:
Why have foreign banks decided to exit
Pakistan? The most fundamental reason
for this is that it is no more sufficiently
profitable for foreign banks to continue to
operate in Pakistan. There are a number of
factors that have contributed to the lack
of scale and profitability for such banks.

Following
the
recent
financial crisis in the
Western markets, a number
of banks have started
consolidation of their global
businesses. Pakistan has
been adversely affected by
the changes in global
strategies of many such
foreign banks.
The verdict:
Naming a few would include increased
competition from local banks, shift of
wealth management and premier banking
business to the more distant Dubai,
deteriorating macroeconomic conditions
in the country and unfavourable changes
in the global strategies of foreign banks.
The 5 major banks of Pakistan (Habib
Bank, United Bank, Allied Bank, National
Bank and Muslim Commercial Bank) have
been making great strides. With the size
of their network and outreach, they have
not allowed foreign banks to expand
meaningfully to the width and breadth of
the country.
Furthermore, the comparative advantage
enjoyed by foreign banks in the past
through heavy investment in technology
and improvised standard of service no
longer exists, as local banks have also
gradually caught up with them.
Wealth management business in Pakistan
is rather limited and the exiting foreign
banks can easily shift clientele to Dubai or
a similar jurisdiction. Also, an increasing
number of premier banking customers
are being serviced from more tax friendly
jurisdictions in the Gulf countries.
Perhaps the single most macroeconomic
factor that has lured foreign banks away
from Pakistan is the deteriorating
exchange rate of the Pakistan rupee
against global currencies like the US dollar
and the British pound. A very significant
proportion of the income of foreign banks
is eaten away during profit expatriation to
their home countries, due to deteriorating
exchange rates of the local currency.

Whether exiting of foreign banks from
Pakistan is good or bad, it is certainly
going in favour of Islamic banks that are
acquiring conventional banks as part of
their brownfield growth strategies. In
May 2015, Bank Islami, the second
largest Islamic bank in Pakistan after
Meezan Bank, acquired the troubled
KASB Bank and its subsidiaries like KASB
Securities.
Share of Islamic banking stands at 11% of
the total banking sector in Pakistan.
According to the recently released Global
Islamic Finance report 2015, it becomes
increasingly challenging for Islamic
banking windows of conventional banks
to expand their operations beyond a
threshold of about 20%.
It is primarily due to the fear of
cannibalisation of conventional business
by Islamic operations within conventional
banks that tend to resist growth of
Islamic banking beyond a certain point.
Acquisition of foreign and conventional
banks’ operations by Islamic banks is
expected to help Islamic banks to follow a
smart strategy of brownfield growth.
In particular, Meezan Bank and Bank
Islami are the main beneficiaries of the
trouble faced by local conventional banks
(for example KASB Bank) and foreign
banks (like HSBC) in Pakistan.
Humayon Dar
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