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This Year’s Budget

Some Fundamental Reform Issues

by Abdur Rab

115 year's budget can per-

haps claim to have made

some departure {rom most
¢arlier ones in some respects.
First, it attempts to address
numerous tax reform issues
with an earnestness which has
not usually been seen in this
country. Second, at the same
time. it also seeks to raise as
much revenue as possible, and,
in the process stipulates one of
the largest increases in tax
revenue in  Bangladesh's
history. Third, it offers
substantial tax incentives to
import substitution industries
and tax incentives and
subsidies to export industries.
For all these reasons, the
Finance Minister and his sup-
porting staff in the Governrnent
— especially the National Board
of Revenue — can, al beit with
some qualification claim a legit-
imate credit. The budget pro-
posals seem. by and large,; to
have been more enthusiastically
welcomed by the business
community this year, The fol-
lowing is a brief review of the
budget proposals and of some
of their implicatinns.

The Finance Minister in the
concluding section of his
speech has underlined the spe-
cial significance of this year’s
budget. However, whether he
has succeeded in presenting a
budget which represents a seri-
ous attempt on his part to meet
the challenges of the ecoming
millennium is a gquestion that is
debatable or at best not clear
enough. Let me elaborate.

Some of the tax reform pro-
posals such as those to simplify
income tax administration and
minimize tax officials’ discre-
tionary powers, introduction of
a mandatory Fre~sﬁipment
Inspection (PSI) system, ratio-
nalization of customs dutly rates
by unifying rates within certain
customs heads, some reduction
of the maximum duty rate, ra-
tionalization of the VAT on im-
ports and domestic products to
make it trade-neutral and sev-
eral other reform proposals are
very welcome for proposed
changes. The PSI system, which
will replace administratively
predetermined “tariff values®,
will be well in accord with the
Uruguay Round Agreement
which, under the Agreement on
Valuation of Imported Goods,
requires Bangladesh to shift to
using actual transaction values
for valuation of imports by the
yvear 1999. The Finance
Minister himsell has admitted
that introduction of the PSI will
result in lower import values,
an admission which reflects the
truth that such tariff values
have so long essentially served
to provide additional protection
to domestic industries, a fea-
ture of the import tariff system
which was not economically de-
sirable. To counteract the pos-
sible revenue loss which may
follow [rom the PSI introduc-
tion, additional supplementary
duties have been proposed. This
is not to be abhorred, since
supplementary duties are also
trade-neutral in their effects. if
appropriately collected from
both imports and domestic
products. The supplementary
duties can, of course, be open
to criticism if the rates are ex-
cessive. These proposed
changes are in the direction of
preparing Bangladesh to face
the millennium challenges. But
these do not go lar enough.

The reduction of the maxi-
mum customs duty rate by only
2.5 percentage points to 37.5
per cent makes little departure.
It could have been brought
down to at most 35 per cent, as
in Pakistan. Bangladesh should
take lesson from South East
Asian and Latin American
countries which have liberalized
trade at a much faster pace and
shown a higher long-term
growth performance (leaving
aside the short-term aberra-
tions or shocks that resulted
from the linancial and currency
turmeoil). It is not clear for how
long the infrastructure devel-
opment surcharge of 2.5 per
cent which was presumably in-
troduced as a temporary mea-
sure, will continue. This sur-
charge on imports, an addi-
tional protective element, was
inappropriate in the first place
and should have been with-
drawn by this budget. The
large-scale reduction of duties
on industrial raw materials and
intermediate inputs have been
highly welcomed by the busi-
ness community as well as by
opposition groups. Howeuver,
Lthis measure misses one impor-

tant reform issue. Lowering the
duties on inputls withoul notl
proportionately lowering those
on oulputs increases tariff dis-
persion and increases effective
protection to domestic industries.
Such duty reductions on the
inputs that largely go into ex-
port production are guite ap-
propriate. But duty reductions
on the inputs of import substi-
tution industries are not at all
desirable. Such tariff reductions
unnecessarily increase tariff es-
calation and put Bangladesh
Jfurther behind in the process of
trade liberalization.

No elaborate exercise has
gone into the implications of
these tariff escalations and it is
most likely that many of the in-
dustries which are beneficiaries
of such tariff reductions have
been provided with excessive
levels of effective protection. Let
me illustrate this point by giv-
ing two simple examples with
simplified assumptions,
Products which are protected
by, say, a tariff of 42.5 per cent
(37.5% CD + 2.5% license fee +
2.5% IDS) on the finished prod-

uct and 10 per cent tarifl (5%
CD+5H% LF and IDS) on ils raw
materials and other intermedi-
ary inputs will enjoy an effective
protection rate of as much as
118 per cent [Bela Balassa
method, with a 30 per cent
world-priced value added to
output ratio). In another case,
with, say, a 20 per cent total
tariff (15% CD + 5% other tar-
iffs] on the finished product and
no tariff on inputs, the resulting
effective protection will be, on
the same basis as inn the first
case, 67 per cent. Note that in
both cases the effective protec-
tion is considerably higher than
the nominal tariff rates on the
products.
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ports of selected leather prod-
ucts, quilts and fresh and arti-
ficial flowers. For a poor cash-
sirapped economy such as
Bangladesh which faces an
uphill task to mobilize financial
resources lor public expendi-

tures, and especially in a situa-
tion where the Government fi-
nances its expenditures with a
growing borrowing {rom banks,
the wisdom of a policy of sub-
sidizing exporls is higlﬁl}r ques-
tionable. Il subsidies cannot,
and will not, be applicable uni-
formly across all export goods,
their application to specilic
products is both socially and
economically unjustified. Such
subsidies have no intrinsic eco-
nomic merit if they fail to serve
the intended purpose, i.e.; to
increase the exports of the
subsidized products, Subsidies
are inefficient measures as
these cannot always be targeted
apinrnpriately. In the past as
well, Bangladesh provided sub-
stantial subsidies to jute goods,
but to no effect, Such subsidies
failed to avert the historical
steep declinie in jute goods ex-
ports. [t is not clear either
whether the current subsidiza-
tion of jute products is really
helping such exports as these
further went down during the

last year.
The Uruiguay Round
Agreement allows Bangladesh,

as a least developed country
(LDC), to freeze subsidies at the
1986-88 levels for agricultural
products. Since Bangladesh did
not provide subsidies to any ex-
port products during that base
period, it cannot newly intro-
duce any subsidies for any agri-
cultural products such as fresh
flowers. Other products pro-
posed to be subsidized are in
the industrial category.

- Bangladesh, as an LDC. seems
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With such cascaded tariffs
on inputs and outputs, it can
be shown that resulting effec-
tive protection rates will varv
widcly across industries and
the variations will depend not
only on the differences in tariffs
on outputs and those on inputs
but also on the differences in
the value added proportions of
industries. Such variations in
resulting effective protection
rates which determine policy-
created profitabilities for indus-
tries thus provide discrimina-
tory incentives for different in-
dustries and are thus not only
economically undesirable but
also' socially inequitable and
unjust. Such practices have
been discouraged by the
Uruguay Round Agreement.
This populist policy stance has
been the tendency not only with
the present Government, but
was also practiced by dpreviﬂus
Governments. Bangladesh has,
however, no alternative policy
option except fo sufficiently lib-
eralize imports by lowering the
overall level of tariffs and ratio-
nalizing tariffs toward a more
uniform structure to create a
more conducive environment for
more rapid and diversified ex-
port growth as well as for more
efficient and rapid industrializa-
tion. Even though the Finance
Minister states that “inward-
oriented policies have become
anachronistic in the context of
the globalized world today”, the
proposed tariff cha.n%es are, by
and large; essentially inward-
oriented.

The Finance Minister has
sought to be outward-oriented
by offering subsidies to certain
sectors. An allocation of Tk 561
crore has been proposed to
provide subsidies and financial
assistance to exporis of some
specified industries. A subsidy
at the rate of ten per cent on
jute goods will be continued
and new subsidies of similar
levels will be ‘provided to ex-

y dull and sagging stock market
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to be allowed to provide subsi-
dies to such manufactured
goods according to WTO rules,
but it is hardly clear if
Bangladesh should go for such
subsidies. To vigorously promote
exports, Bangladesh should
rather further liberalize imports
and rationalize exchange rate
policy and at the same time ad-
dress the problem of reducing
transaction costs of doing bust-
ness by improving necessary in-
frastructure and institutional
facilities for ensuring efficient
marketing and transportation
facilities, reducing port conges-
tion and handling costs, and en-
suring uninterrupted power
supplies and communication fa-
cilities.

Rationalization 8f the ex-
change rate is of immense im-
portance to exporters and helps
also producers of domestically
marketed products. The ex-
change rate policy is one area
where Bangladesh clearl
seems to be lacking forward-
looking vision. It has been fol-
lowing an extremely archaic
and-conservative exchange rate
policy even in the event of wide
swings in the currencies of
other countries. It has been ig-
noring the fallout it has indi-
rectly received from the cur-
rency turmoil in South East

Asia. a fallout the pinch of
which is being felt bi{ the ex-
porters in the form of low inter-
national prices and lost compet-
itive edge to competitors whose
currencies have falien. Nor does
il seem to have given enough
attention to what has happened
to the currency of neighbouring
India with which Bangladesh
has a large and growing trade
deficit in official trade and from
where smuggling on a wide
scale has remained unabated.
The authorities seem to be
hardly realizing what apprecia-
tion of the Bangladesh Taka
cosls to the economy in terms

- _of lost growth of the traded sec-
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tors of the economy. I do not '

intend to elaborate this point
further here. (For details on this
point, see the author's earlier
article which appeared in The
Daily Star of November 24,
1998 under the title “Managing
the Exchange Rate: What's
Wrong With Periodic

-Devaluations?”).

The Budget Speech mentions
the devaluations undertaken in
the current year and the last
two years, which ranged be-
tween only 4.4 per cent and 5.7
per cent. Such mini-devalua-
tions just scratched the surface
in the event of major slides in
the currencies of several coun-
tries competing with
Bangladesh in the exporl mar-
ket. Suffice it to say that such a
conservative exchange rate pol-
icy has not paid — has not been
conducive to rapid export
growth, or for that matter, to
overall growth of the economy
— in the current Bangladesh
situation where the government
lollows independenlt monetary
policy, incurs large budget
deficits substantially financed
by domestic borrowing, and
where Lhere are downward
rigidities in wages and prices of
other non-traded pgoods and
services, where improvements
in labour and capital productiv-
ities ‘are absent or low and
where, and not unimportantly,
the financial sector is bedeviled
by a large and growing amount
of unrecovered bank loans.

Questions have been raised
from several quarters about the
wisdom of stipulating 22.5 per
cent increase in revenue in FY
99-00 from the realized (revised)
revenue in the current year.
Even given that the current
year has been an abnormal one,
considering the flood effects,
the figure does not seem to
have been amply explained in
the Budget Speech. OI the total
stipulated net revenue increase
of Tk 2,650 crore, as much as
Tk 1,600 crore has been ex-
pected to come I[rom au-
tonomous growth ol revenue.
But it is not clear how this big
aulonomous growth will mate-
rialize — how much [rom in-
dustrial and impeort growth, and
how much from possible deval-
uation effects. Also importantly,
what impact the tax and rev-
enue growths are expected to
make to tax to GDP and rewv-
enue to GDP ratios is an impor-
tant issue to consider. Even by
standards of other low-income
developing countries, these ra-
tios have remained at low levels
(respectively at about 9% and
12%) and clearly need to be

raised over time. If this year's

budgel succeeds in raising
these ratios, it will be a com-
mendable achievement.
Proposed simplification of
income tax procedures and
substantial expansion of the
VAT base are very welcome
steps. 7o stimulatle investment
and industrial growth, some de-
sirable changes such as exemp-
tion of dividend income up to
Tk 30,000 and introduction of
10 per cent withholding tax on
interest income on Savings
Certificates are also proposed
steps in the right direction. In
view of the fact that taxation of
dividend income results in
double taxation of income
coming from the same source
i.e., corporate income which is
already taxed at the cecrporate
level, complete exemption of
dividend income would have
been economically even more
desirable. Greater direct and
indirect tax incentives will be of
real worth to indusiries, Other
such incentives will come from
lowering of the corporate tax
rate and the VAT rate.
Corporate and VAT tax rates are
high in Bangladesh compared
to those in some of the South
Asian countries. Corporate tax
rates should be unified and
er cent. the
highest marginal rate that is
applied under personal income
tax. The VAT rate should be
substantially reduced to some-
thing like 10 per cent. The rate
is even lower in Thailand. The
revenue reductions in the short
run that are likely to be faced
by such tax rate reductions will
be more than compensated in

the long run by growth in the |

economy. In the current indus-
trial scenario with a low growth
record, a very dull and sagging
stock market and low invest-
'ment growth, some such major
ants are needed to rein-
vigorate the industrial sector.

The author is an indepen-
‘dent economic r:ansuitan_t

By Hnnnﬁ-ﬁurberu

FOCUS

Liberation and Beyond u.oa ™ ooy

(The Daily Star is serialising extracts from the book through
exclusive contract with University Press Limited (UPL), publisher of :

e e

its Bangladesh edition.)

War and the Birth of g

s ,:s _;- o e s et -n'.'-'

e e

e sae by the ncn fu.

- Bangladesh paru %4 §

supported Bangladesh's cause and the Indian stance

received sjmilar veto treatment from the Western
permanent members of the Security Council. It is only when the
war reached the concluding stage between December 12 and 14
that some resolutions in the Council such as those moved by
France began to refer to the need for a political settlement and a
response to the Bangladeshis' aspirations. The broad outcome '
was that because of India’s close relations and strategic equations
with the Soviet Union, which were bolstered by the Indo-Soviet
treaty of August, 1971, the Security Council was prevented from
taking any mandatlory, punitive action against India that could
have frustrated the liberation struggle. Had there not been a So-
viet veto, President Nixon's pro-Pakistan tilt would have found
expression in a Security Council initiative which would have
aborted the Bangladesh freedom struggle and resulted in a mon-
umental strategic setback to India.

This assessment is partially based on my experience as Secre-
tary to the Indian delegation at Security Council meetings
throughout December, 1971. It was the polemics of the Security
Council debates and the tactical political moves made by India
and Pakistan which lent a sense of drama to the discussions on
the East Pakistan crisis. Hall way through the debate, some time
between December 9 and 12, the Chinese permanent representa-
tive, Huang Hua, while reacting to the Soviet veto on one of Bei-
jing's resolutions. indulged in ideological polemics and criticised
the Soviet Union. He questioned the Soviet Union's socialist cre-
dentials, condemned its inability to sustain socialist solidarity
in the world and accused Moscow of supporting India's hege-
monistic motivations. Jacob Malik's response was witty, I recall
that after he had answered all the points of eriticism he told Hung
Hua that the Soviet Union had no complexes about its socialist
identity. It is China which should do some introspection. Malik
sald China had once sent an emperor to Russia [the reference was
to the last Ming emperor who went to Manchuria that had come
under Soviet control) whom the Russians transformed into a li-
brarian and sent back home where he did useful work as a Chi-
nese citizen. The contrast was that the Russians once again sent a
Chinese back home after training him in library science (a refer-

THE Polish and Soviet resolutions which generally
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Swaran Singh arrived in New York on December 10 for the Se--
curity Council debate. He told us that he wanted to make a sub-
stantive and strong statement at the Security Council on behalf
of the Government of India. The task of preparing the first draft
of the speech was entrusted to me and CV Ranganthan, then first
secretary in our permanent mission at the UN, and later ambas-
sador to China and FFrance, Both of us laboured on the speech and
prepared a compressed, and to the point, peroration. Swaran
Singh took one look at the draft and declared that it will not do.
He said we must prepare a long speech covering the entire history
of the alienation of the people of East Pakistan from their parent
country. He added that he proposed to speak for at least two days
beginning on December 12. We, accordingly, prepared a long
speech which ran into 20 printed pages. The statement had an
amplificatory second section which ran to another nine printed
pages. Swaran Singh delivered this speech on December 12 and
13. Once in a while he insisted on consecutive rather than simul-
taneous translation. The Security Council is the only forum
where a delegate can demand that his speech is sequentially
translated in four official UN languages trom the language in
which he is speaking, not allowing a simultaneous translation.
This is allowed because of the seriousness of the issue the delegate
is speaking on. The obvious result is that the speaker gains time.

By the morning of December 14 local time in New York it was
clear that the military conflict would end in another 12 to 24
hours. We asked Sardar Swaran Singh why was he insisting on a
long speech which might cause a distraction in the Security
Council members' attention from the issue. His response was that
he had to ensure such a drift because his main objective was to
gain sufficient time for India to bring the conflict to a decisive
end without being thwarted by any Security Council decision. His
political assessment about this obstacle was accurate, as it was
obvious by December 11-12 that patience was wearing thin at the
United Nations. Even the Russians had started urgirlg India to
end the conflict quickly as they felt they could not continue their
opposition to the West's moves at the UN for very long.

As events progressed towards the defeat and surrender of the -

Pakistan army in Dhaka the Security Council met on December
LG, Zulligar Aol Bimite whe was leading the Pakistan delegation
at the Council was vitriolic in his denunciation of India. In view
of the time difference between New York and the sub-continent,
Sardar Swaran Singh received information about the surrender
at Dhaka some time during the morning of December 16, local
time in New York. He addressed the Security Council giving in-
l[ormation about the surrender and also India's decision to de-

clare a unilateral ceasefire on the Westerniront from 8 pm Indian
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“Standard Time on Friday, December 17, 1971. He urged the Secu-
rity Council to ensure that India's unilateral ceasefire declara-
tion is respected and implemented. Zulfigar Ali Bhutto, sittin
three to four yards from Sardar Swaran Singh at the right han
edge of the circular conference table, tore up all the Council doc-
uments in front of him, fulminated and accused India of viclence

d aggression and declared that Sardar Swaran Singh had
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blood-stained hands. He then asserted that the Security Council
~can not play any useful role when the vital interests of member
countries are atlfected. Bhutto then walked out of the Council
meeting. The permanent representative of Pakistan. Aga Shahi,
had the presence of mind not to walk out because he realised that
this was the moment when Pakistan needed international sup-
port and sympathy. He continued to hold his seat till the Council
was adjourned, '

The surrender at Dhaka took place at 4:30 pm on December 16,
1971 at the Race Course Maidan. Lt. General Niazi signed the In-
struments of Surrender while Lt. General Aurora signed the doe-
uments accepting the surrender. There was some drama preceding
the surrender ceremony to which [ will come later. To come back
to the UN, As the Security Council meeting was coming to an end
on December 16, Sardar Swaran Singh passed on a note to For-
eign Secretary TN Kaul saying that he wished all the Indian dele-
gates to meet him in the lounge outside the Council Chamber im-
mediately after the meeting is adjourned. We were all curious
about the bu?ose of this meeting. Sardar Swaran Singh came out
and explained that the purpose was to convey two or three very
precise instructions which we were to follow siricily. He said that
no Indian delegate should be seen at the bar in the delegates
lounge in the coming 48 hours. He also cautioned us not to be
boastful or jingoistic in our conversations with other delegates
about the victory of the Indian army and the liberation of
Bangladesh. He said we must limit ourselves to responding to in-
quiries instead of holding forth on our own on the events in the
sub-continent. He stressed that in our responses we should under-
line that the break-up of Pakistan was a tragedy, that the cause of
the tragedy was entirely the unreasonableness of the Pakistani
military regime, that Indian's support to the liberation struggle
was unavoidable and that our declaration of unilateral ceaselire
in the western theatre of war was proof that India had no aggres-
sive designs on Pakistan.

We were all impressed by his political sensitivity and fore-
sight as indicated these instructions. The prescription which
Fe gave could still apply to similar events and moments in his-
ory.

One incident in the military operations preceding the surren-
der of the Pakistani forces at Dhaka, is worth mentioning. The
Cabinet of the Government of East Pakistan was stunnoined for a
meeting by the Governor of East Pakistan around December
13/ 14 to decide on measures to counter the increasing and immi-
nent pressure of Indian military advances. The Indian military
intelligence received advance information about this meeting
and its timing. The meeting was to be held in the large conference
room in the left wing of the building as one faces it from the main

te of what later came to be known as "Banga Bhawan" Indian
ir Force jets carried out a precision rocket attack on this room
a few minutes before the meeting was due to begin. No other part
of the building was damaged. I saw this room soon alter the sur-
render on December 16. The rockets hit and extensively damaged
only this room and its conference table, My Bangladeshi friends
told me later that this air operation specially unnerved the East
Pakistani rulers and perhaps hastened a quick response to the
Indian call for unconditional surrender.
To get back to the UN once again, it would be pertinent to

. mention that there was a direct message from General Niazi to

the UN Secretary General on December 1] jor 12, 'that a ceasfire be
immediately demanded under the aegis, ol the United Nations.
and that Pakistani armed forces be evacualéd by ships and planes
arranged by the UN. The message was signed by Major General
Rao Farman All, Niazi's political adviser and Chief of Staff. His
message did not have any formal endorsement from president
Yahya Khan. In any case tﬁe conflict was in its last stages during
the week of December 10 to 17, 1971. |
The last act of the play at the Security Council meeting was the
adoption of a resolution (No. 307 of 1971) on December 21, 1971,
Taking note of the cessation of hostilities, the Indian declaration
of unilateral ceasefire and Pakistan's acceptance of the ceasefire,
the Security Council demanded that the ceasefire be made
durable! It recommended the withdrawal of Indian and Pakistani
forces from either country. It called upon member stafges to re-
frain from any action which might aggravate the situation in the
sub-continent or endanger inicrnational peace. This particular
clause was perhaps a signal to Pakistan and China that they
should not join together to revive the conflict. I eall this resolu-
tion "a play’ because throughout the East Pakistan crisis the UN,
virtually subject to supper power politics. failed to comprehend
its seriousness and took no initiative to address the substantive
issue, that is fulfilment of the political aspirations of the people
of East Pakistan. Nor did the UN or the Securily Council take any
step to stop the genocide military operations ol the Pakistan
army against the pené-}j)le of Bangladesh. Even as the Council dealt
with the issue, the division of opinion was purely along strategic
and cold war lines. In a manner this helped India carry through
its policy of supporting the freedom struggle with Soviet support.
But the most significant lesson which Indian learnt again (a les-
son previously discerned from the manner the UN dealt with the
Pakistani a ssion in Kashmir] was that the UN cannot play an
effective role in resolving political crises on merits of any issue
unless there is consensus among the five permanent Council
members. Without such a consensus the UN remains
alised and ineffective. The lesson is still valid in terms of

the UN's post-cold war responses to crisis situations.

It is time to move to events in India and Bangladesh between
December 3; 1971 and Januarcy . 19772, Thr Tnlier Ainte e oo nmiber-
" shed in the history of Bangladesh because it Was Gu1 the alierioon
of January 9 that Sheikh Mujibur Rahman returned to Dhaka af-
ter a gap of nearly nine months. During the course of his long pe-

' riod of imprisonment in West Pakistan he was on the brink of ex-

ecution by the military authorities more than once.

(Contin ued)

* Kashmir Crisis: Wanted Leadership, Not Platitudes

by Benazir Bhutto

Less than a hundred days u;ﬁ,

G-8 leaders applauded the Lahore Declaration, when much
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of the G-8 nations rightly
expressed deep concern
about the worsening conflict

T HIS weekend the leaders

over Kashmir, While
sentiments that India and
Pakistian musl cease the

fighting and resume dialogue
are welcome, now is the time for
the international community
to take direct action and do for
Kashmir what was done to
resolve Northern Ireland and
the Middle East, _

The Kashmir conflict has
gone largely unnoticed, lost in
the shadow of Kosovo. For
world peace and security, how-
ever, the Kashmir conflict
should be cause for heightened
concern and heightened action,
rnotl communigues.

Since May 9th, the two sides
have fired thousands of rounds
of mortars across the Line of
Control. killing and wounding
thousands and causing over
100,000 people to flee their
homes. This Is the rmost desta-
hilizing tension in the region in
over 3 ars.

The larger geostrategic con-
text of this conflict cannot go
unheeded. Just one year ago,
both India and akistan
shocked the world when the

detonated nuclear devices. Bot
countries proudly proclaimed
that nuclear capability. acting

war over Kashmir. That theory, 'warfare has broken out.

is being severely tested in the
snow-bound Kargil sector,
where artillery and MIGs have
pounded positions since mid-
May, with both sides sending
tens of thousands of troops to
the border region.

The two countries have gone
to war three times in fifty years.
One of those wars led to the
dismemberment of Pakistan.
Less than a hundred days a%ln.
G-8 leaders applauded the
Lahore Declaration, when
much optimism was expressed
of a breakthrough in relations
between the two countries. But
the Lahore summit was more
style and less of substance. It
lies in tatters lost in the blood-
soaked snows of Kashmir,

In fact, during the last two
years all the talks of
rung hollow as India and
Pakistan marched down the
dangerous road of war, Dreams
of a nuclear-free zone in South
Asia or a zero-missile regime
evaporated as India and
Pakistan embarked on testing
eleven nuclear devices between
them - and testing nuclear ca-
pable missiles with the poten-
tial to carrying nuclear war=-

heads deep into each.other's.| ;:

ferritory. In spite of the so-

peace have
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Talks between India and
Pakistan, while welcome and

“urged by the world's leaders, in-

spire little confidence. The last
round on June 12this a case in
oint, whereafter only one
our, the foreign ministers cut
off talks with heightened ani-
mosity, not less. The agendas of
the two nations are widely di-
ent. India wants Pakistan

to ensure that the Kashmiri
Mujahideen retreat from the
ositions across the Line of
ontrol, as the cease-fire line is

called. Pakistan says that while
for the

it has sympathy
Kashmiri Mujahideen, it lacks:
control over them. ;
Muslim militants have al-
ready declared the talks be-
tween the two countries a "con-
spiracy”. "Who are they
(Pakistan) to deal on our be-
half?" the spokesman for one of
the groups, the Lashkar-e-
Tayyaba, has asked.
Pakistan's leader of op-
position, I have u a series of
moderating steps, including a
estion that the five perma-
nent members of the Security
Council broker a cease-fire in
the region and initiate a peace
Erncess bringing together
akistan, India and the repre-
sentatives of the Kashmiri peo-

ever, the best path to real and
lasting peace may come only
when the United States and
China jointly initiate a peace
process for Kashmir, with these
two great powets applying the
' successful models of Cam
David and Northern Ireland.
Both Camp David and Northern
Ireland’'s "Good Friday" accords
prove that seemingly in-
tractable regional conflicts can
be resolved through the deter-
mined efforts of the interna-
tional community.

The Kashmir issue calls for
no less than a concerted. medi-
ated, internationalized effort,

.not just hollow expressions of
concern. It is time for the in-

ternational community, and
specifically the United States
and China, to recognize that

bilateral diplomacy between

India and Pakistan alone will -
not bring peace to Kashmir.

Until the interriational com-

munity takes an active role in

resolving this conflict, the sit-

uation is bound to further dete-

riorate, prompting a larger and

potentially nuclear conflict in

the region.

The author is former prime
minister of Pakistan, This
piece was published June 24 is-
sue of The Dawwn of Pakistan.



