South Asia-
Washington Declaration
Opens Other Fronts

( : HAOS reigned in
Pakistan's decision
making corridors as

di'ferent sections of the estab-

lishment tricd to form a plau-
sible responsé to a deepening
tipression that prime minister

Nawaz Sharifs meeting with

president Bill Clinton had led

to a bad compromise on Ka:gil.

Chief of the Inter Services
Public Relations, Brig Rashid
Quereshi closeted himsell with
the information minister
Mushahid Hussain in long af-
ternoon meetings and the For-
eign Office officials took great
pains to explain to journalists
that there was no change in
Pakistan's position after Wash-
ington talks.

But it was a flight against the
wind.

A strange mixture of disbe-
lief, anger, disappointment in
the civilian and military seg-
ments of the establishment
greeted the outcome of the
Washington meeting, widely
scen as a sign of Islamabad's
backing down in Kargil. |

A senior army otficer who
did not want to be named said
that regardless of what hap-
pened in Washington the
ground situation will not
change. "How will it they do it
there in the battlefield?”, he
said.

"We gained a great deal in
Kargil, which was our finest
hour, but we have thrown it all
away in Washington,"” said Pro-
fessor Aliffuding Turabi, Niab
Amir Jamaat-e-Islami, Kash-
mir who claimed that his par-
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Syed Talat Hussain writes from Islamabad

ty's trained men are still fight-
ing in the slippery slopes of the
Kargil sector.

This is a characterisation,
which sums up the general per-
ception aboul the Washington
Declaration. It has not been lost
on keen observers that the
Joint Declaration is a fotal re-
versal of Pakistan's policy on
Kargil.

e third paragraph puts the
onus on Pakistan of taking the
initiative for restoring the Line
of Control to its original posi-
tion. "President and prime
Minster agreed that concrete
steps will be taken for the
restoration of the Line of Con-
trol in accordance with the
Simla eement.”

Mr Sharif by agreeing with
President Clinton on this point
in fact has admitted that not
only that the Kargil constitutes
a violation of the Line of Con-
trol, but that it was in Pak-
istan’s power to undo this vio-
lation.

What is more it is only "once
these measures have been
taken", says the Declaration
that India will cease hostilities.
This is precisely what the Indi-
aris have been saving it all
along--that Pakistan has to
first withdraw its forces and the
so-called infiltrators for the

Indians to talk peace with Pak-
istan. Moreover, there is no
mention of the Kashmir dispute
in the Joint Declaration and
the word “sanctity” is used for
the Line of Control, ‘which is
normally reserved for perma-
nent borders between countries.

"No what how you look at it,
it is a climb down and a rever-
sal," says Lt General (retied)
Hamid Gul. former Director
General ISI. It was partly to
make [or the glaring shortcom-
ings of the Joint Declaration
that the press statement issued
from Washington by Pak-
istan’'s spokesman goes to cxtra
lengths to underline that the
Kargil issue's solutibn is con-
nected with a solution to the
Kashmir issuc, which iz a dis-
pute between India and Pal:-
istan.

But that is loo liltle too late.
There is hardly a soil-in Pak-
istan who does not read the
Washington Declaration as n
unilateral decision to surren-
der the strategic advantage thai
Pakistan had by grabbing the
hei%j‘;tﬁ in the Kargil sector.

e queslion now is how Mr
Sharit will soothe a seething
cdiscontentment bred by this

perception. Will he and his
spin-doctors now h the line
that by resteration of the Line

If anything

of Control mentioned in the
Washington Dcclaration mean
another vindication of Pak-
istan's policy? Or will he come
up front and declare in public
that he has taken this decision
to avoid war and to promote
peace in the region?

Clearly the Army is not in-
terested in commenting on
what happened in Washington.
The ISPR chief in his Monday
evening briefing did not take
questions on the Washinglon
parleys. "With due apology I wil
abstain," was his response
when he was asked how the
end-result ol Washington dis-
cussions changed the military
situation in Kargil.

"Let the prim minister come

back and then we would know
who said what and what was
meant by which term,” he
added. Significantly, his entire
briefing talked aboul the suc-
cess of the Kargil operation for
Pakistan and how badly the
Indians have bled in that sec-
tor.

"They have got nothing to
show for themseives in Kargil.
it is burial upon
burial upon burial of the dead
bodies of those who have lost
their lives trying lo recapiure
these heights," said the
Brigadier who wore a stern

look.

Ite did give his interpreta-
tion of the phrase "restoration
of the Linc of Control" by say-
ing that the Indians have vio-
lated the Line of Control re-
peatedly in the past and these
violations should be remedied.
But there are those who are less
tactful in handling their first
reactions to the Washington
Declaration than the polished
men in uniform,

"We lost him in the Kargil
war and now there is talk of a
pull out, of a withdrawal, of a
compromise,- It breaks our
heart. Kargil carries the blood
of our man," said a relative of a
Major, who lost his life along
with four others of the same
rank. This kind of talk is com-
monplace, among those who
have lost their kith and kins in
the two-month long battle in
Kargil.

en there are the hardliner
groups some of whom have l-
ready said that they reject the
Washington Declaralion. More
important is the question of
the Army’'s stand on the issue.
There is a gerieral consensus in
thie Army that Kargil has been a
brilliant tactical move and
Lheir media represcntatives
have consistently maintainad
that it has cost India heavily. If
the Washington Declaration
now has to be followed up with
whial could mean losing these
gaiiis, the Army wiil not be a
happy lot.
- Part of the Kargil batlle, it
sceins, wil now bhe played on
the domestic front.

INDIA and Pakistan are vir-
tually at war in the Kashmir
valley though both the coun-
tries appear to be interested in
confining it to a limited war.,
India does not appear to have
responded to the UN effort for
diffusing the tension. India
considers the Kashmir issue as
a bilateral one between India
and Pakistan. As such there is
no scope for making any at-
tempt at solving this crisis mul-
tilaterally. The very recently
concluded Lahore ?:::lafatlun
once again emphasised the
need, for auhrin% India Pak-
istan problems through bilat-
eral discussion. However,
diplomatic efforts of the G-8
countries, particularly of USA,
Russia, and the UK, areon. .

Despite the major powers' at-

tempt to diffuse tension, it may
not be unrealistic to apprehend
the danger of a total war.
. *The RC was established
to bring peace and prosperity to
the region where there is the
largest concentration of abso-
lute poverty. Despite the pas-
sage of more than a decade no
appreciable progress cduld be
made to alleviate poverty of
this re%iun. The bus diplomacy'
of Atal Behari Vajpayee, the
Indian Prime Minister, created
some hope for a better under-
standing between India and
Pakistan. The recent events in
Kashmir will definitely
dampen the spirit of the people
of these countries.

With the open declaration of
India that its Ballistic missiles
can hit not only deep into Pak-
istan but they also have the
ability to hit some places in
China as well, the political at-
mosphere both in India and
Pakistan started to heat up.
such an announcement, how-
ever, could not bring any bene-
fit to the Vajpayee government:
In fact, it gave Pakistan an ex-
cuse for testing her own missile
system. This development was
not accepted with good grace by
other countries, developed or
developing. .

Though both India and Pak-

istan are more or less self-suffi-
cient in food production, the
economic conditions of their
common people are far from
satisfactory. Billions of dollars
have to be invested simply to
Ermri_de the bare necessities of
ousing, sanitation, education
and health care facilities to
their people. Except for acquir-
ing some prestige as nuclear
Eowe:-s. these countries will not
e benefited in any way. With
all her nuclear capabili ty, Rus-

- sia cannot face the current eco-
nomic crisis without help and

Kargil Bites

ABMS Zahur writes on India-Pakistan flareup and its
impact on the other SAARC countries

cooperation from the western
POWETS. ¥ |

Her weak economy com-
pelled her to remain ineffective
in the Kosovo crisis.

The economic strength of
both India and Pakistan does
not enable them to continue a -
full-scale conventional war for
a month even.

— Any reasonably prolonged

war will bring immense misery
to their peoples. Their economic
crises will make them more
dependent on the wealthy
nations who would try to dic-
tate terms (o gain economic
concessions. It has now been es-
tablished beyond any doubt
that economic success ulti-
mately raises the status of a
Euuntlg' [ e.g. Japan). In these
days, developing a state into a
nuclear power may not be too
difficult. A number of even

semi-developed states are ca-

“pable of converting themselves

nto nuclear powers within a |
short time. '

In the nuclear club, only
china became a nuclear power
because of its isolation and fear
from both Russia and the US.
India does not have such rea-
sons. She remained at the fore
front of non-aligned movement
and the promoter of peaceful
coexistence. _

- The reasons for her unsatis-

factory relations with China
and Pakistan are mainly ill-
defined border with China and
faulty partition plan of the
British regime in 1947. Thus
acquisition of nuclear capabil-
ity by India appears to be more
for raising her international
prestige and less for any other
consideration,

Not enough progress could be
made in attaining the objec-
tives of SAARC mainly because
of inadequate interest shown by

Time-out in the front?

“India, the largest and thé

strongest of the members of the

' SAARC.

Without peace or political
stability in the region, no mul-
tilateral cooperation can bring
about any-positive result. Apart
from the common problems of
poverty, health, population in
the region the critical problems
such as political crisis in India,
economic crisis in Pakistan,
political instability in
Bangladesh and Tamil rebel-
lion in Sri Lanka are positive
hindrances to rapid economic
development of the region. It is
difficult even to make an intel-
ligent guess about the time that
may be necessary for achieving
a reasonable level of solution to
these problems. People of India
are so much. frustrated at the

political instability that some
businessmen even prefer mitlf:
tary rule to such democratic

fall of dictatorial regi

- government so long

rule. Pakistan is maintaining a
much bigger armed forces
(active 587000 plus 513000 re-
serve) than its economy can
sustain because of India-pho-
bia. This crushing financial
burden due to military spending
is depriving its common mass
from appreciable advancement
in health and education. In
Bangladesh, there are two ma-
g}; dg)outlcal parties and thou
of them are credited for the

me of Er-
shad through a long struggle for
establishing democratic rule
and both the parties include an
apgrtciahle number of freedom
fighters, they have so far failed
to come to a good understandin
because of mistrust and lack o
confidence.

Time is the greatest healer.

'We hope BNP and Awami

League, sooner or later, will
show better understanding for
the sake of strengthening the
base of democracy in
Bangladesh.

In Sri Lanka, one may not
predict the time to be taken for
a better understanding between
Tamil rebels and the Sinhalese
government. Establishing a
strong democratic government
may not be possible for Sharif
as it cannot
diminish the influence of.
armed forces and the political
bickerings in the provinces,
particularly Sind. It may not be
incorrect to assume that politi-
cal problems are relatively less
intricate in Bangladesh among
the SAARC countries.

As long as Kashmir dispute
remains unsettled, ﬁﬂﬂd neigh-
bourliness is not likely to de-
velop between Pakistan and
India. although common people
appear to be eager to develop
good relationship between the
two countries. India as the
largest of the SAARC countries
must give leadership for ensur-
ing a peaceful SAARC. An inter-
esting development is emerging
from the recent Kashmir crisis.
India has successfully started
persuading the major powers to

ressurise Pakistan to take

ack the Pakistan infiltrators
from the Indian side of Kash-
mir for the sake of ending hos-
tility in Kashmir. On the other
hand, she does not like to in-
ternationalise the Kashmir is-
sue. What does she want then?
Is she convinced that military
solution or bilateral dialogue is
no more appropriate for Kash-
mﬁ* solution? Only time may
tell.

The author is retired joint
secretary to the government of
Bangladesh.
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Fighting Goes on...

Sharif-Clinton deal has little effect in the battlefront,
reports Binoo Joshi from Drass

HE news that Pakistani
Prime Minister Nawaz
Sharif has agreed to with-
draw troops and guerrilla fight-
ers from the Kargil sector of
Jammu and Kashmir has had
little effect on the battefront
here.
Soldiers were still fightin
in the heights. The boom o
ns was as furious as it was a
ew days ago. The sky was still
periodically lit up b{; artillery
t

shelling in the heights over-
InnkinF Mushkoh Valley,
which Indian Army field com-

manders say is the next target.

Sharif, who flew to Wash-
ington for talks with U.S. Presi-
dent Bill Clinton, is reported to
have agreed to respect the Line
of Control (LoC) and call back
the intruders.

The same questions were
still being asked of Indian
Army officers -- how far is the
LoC now; how many intruders
remain in Indian territory; and

questions irritating and refuse
to answer. "We are making
Erugrcss." Col. Aviar Singh

eeps telling journalists, mak-
ing a mention of several suc-
cesses that have come the In-
dian Arrni;s way in the past
seven weeks.

Every day Indian soldiers go
uP the mountains and return
atter fighting, some in body
bags carried by their colleagues.
At times, descending from the
heights means an uninterrupted
trek for seven to eight hours.

The scenes are tragically
familiar. "How can you escape
such scenes in a war?" asks
Subedar Major Ved Prakash of
JAK Rifles whose units had re-
captured Point 5140. He refuses
to ﬁive details of the operations
and how many bodies the sol-
diers are bringi
the heights every

If there is no change on the
front, there is no change on the
ground either, The residents of

cf' down from
ay.

started towards the beginning
of May -- come back only to
tend their livestock and see if
there is anything left of their
crops.

"l am here to find out what is
going on,” saﬂs Shahid Hussain.
He knows the strategic Tiger

Hills have been captured I:Lv the
Indians. But he says “that
makes no difference to us as the
shells come from across and
continue to hit and there is no
end to that."

But the residents’ worries go
beyond an end to the hostilities.
Most of the houses have lost
their roofs while their timber
and mud plaster lies scattered.
The homes in this area have to
be built again, but hardly any-
one has the money.

By evening, when the orange
streaks of shells shoot across
the sky, the residents are back
in the refugee camps. Nearly
25,000 people have been dis-
placed by the fighting. The area

P

l

L___ ,The army officers find these

~ there is no

when will Indian troops push
Eék the intruders to touch the

villages close to the LoC -- who
fled to Minji and Sankoo after
their homes were shelled when
firing from the Pakistani side

boom of guns reverberates.

is once again deserted and the |
--India Abroad News Service

- Dispensing
Justice

by Brig (Rtd) M Abdul Hafiz

N April last a Pakistani court convicted the
Iieadcr of the main opposition party, Benazir

Bhutto, of corruption. She was sentenced in
absentia to jail for five years. But the significant
part of the verdict had been Ms Bhutto's disqual-
ification from holding public office. The mood
was obviously celebratory in the camp of ruling
Muslim League party which was at least twice
trounced by her People's Party. So the ouster of
Ms Bhutto from the country's political arena as
per the judgement was a great relief for the in-
cumbent government — notwithstanding the
verdict's uncertain fate in a higher court.

The public in Pakistan was hardly surprised.
During her second term when Mr Asif Zardari,
the prime minister's spouse, was inducted into
the Cabinet and was known as Mr Ten percent
for his lucrative share in all government con-
tracts — the audacity, brazenness and the extent
of Ms Bhutto's corruption was an open secret. It
was during this period that Pakistan had the du-
bious distinction of being the world's second
most corrupt nation.

As the transparency international (TI) of
Berlin released its finding based on the survey of
business executives of the multinationals deal-
ing with politicians and bureaucrats of 54 coun-
tries, Prime Minister Benazir Bhutto, promptly
dismissed the survey as rubbish. Hard on the hub
of the TI report came the news item in London-
based The Sunday Express which reported on a
secret purchase of 395 acre mansion at a cost of £
2.5 million in Surr?. England by the Pakistani
Prime Minister and her spouse.

A gleeful nﬁpnﬁiunn capitalised full
reygate’ as t
brought a reference against the Prime Minister
and Mr Zardari seeking their disqualification as
National Assembly members on the charges of

on 'sur-

concealing the l1:)1..1r'|r:h;;1ls-.e: and not making known .

their source of income for it. The government
leebly reacted to The Sunday Express report and
denied the news. But in spite of Bhutto's dis-
claimer the paper stood by its story.

Frustrated by this plunder of Ms Bhutto and
Mr Zardari the public who reposed its faith in
them was expected to rejoice over the court ver-
dict. On the contrary, the public perceive the jus;
lice to have been dispensed by those who, if there
was any true justice in the country, would have
given their deserved company to the Bhuttos to
gaol. The trial was carried out at the behest of a
government widely regarded as corrupt itself.

This public perception is precisely earning Ms
Bhutto a measure of sympathy which she does
not otherwise deserve. If an accountability is to
be established in public life why is this onesid-
edness of the process, the people wonder. While
gushing support for a convicted
Bhutto and no cries of outrage that she has been
treated badly — it is also true that her conviction

* has not been hailed except by official media as a

triumph of unqualified justice. The
tion is too obvious to be ignored.

It seems in hindsight, that Ms Bhutto's crime
was not that she embezzled the public exchequer
or pocketed commissions from the state deals. If
this was a punishable crime, at least half of the

country’s political class and an equal number of

contradic-

“ments for so long that it

. clearly pinpoint the
e affair had been dubbed and’

bureaucrats would have been sent to jails with

their Erupertles confiscated. Ms Bhutto's crimes |
er arrogance offending friends and foes

were

alike and her amateurism in pursuing her
avarice for wealth leaving sufficient telltale ey-
idences for her subsequent detection. Others
whose hands are equ ly soiled handled those
matters adroitly and professionally with the
best of the counsels available. They left no

:n_:: chance and have far lesser chances of detec-
ion.

But before the bar of the public opinion both
are considered guilty. So the masses of Pakistan
are less than convinced about the impartiality of
the process bringing Ms Bhutto to her doom.
They see the show more as a power lay than the
gu::.-:-ujt of justice. Such notion is algu reinforced

Ehtisab bureau's" brand of selective account-
ability. According to observers, Pakistan has
ﬂ.lﬁgn run by such dreadfully corrupt govern-

seems barely lpussiﬂbrfe;‘tﬁ
sift the cases as per their seriousness for trial.
Whereas the previous government was care-

less, chaotic and clueless in their plundering, the °

present one is systematic and circumspect. Even
if the present rulers are corrupt there are few ev-
idences to legally implicate them. In their pro--
cess of enrichment the caution has been the key-'
word whereas Ms Bhutto threw it to the wind.
The legal requirements of bank and other finan-
cial transactions were so meticulously adhered
to hg Mr Nawaz Sharif and his family that even
the BBC documentary released recently could not
direct involvement of the
Prime Minister in corruption. It could only focus
on the loopholes of the system that Mr Sharif
and his family fully exploited in building up the
empire of the Ittefaq Group of Industries, the
family's business empire.

At the instance of the former President Fa-
rooq Leghari., Mr Sajjad Ali Shah, the sacked
Chief Justice of Pakistan had agreed to hear the
corruption charges against Mr. Nawaz Sharif —
the incumbent Prime Minister, but was removed
shortly afterwards. Yet Mr Sharif has been

- tainted by a High Court Judgement in London

against his father and two brothers in March,
ordering them to repay $ 32.5 million in loans
taken out from a Saudi Financial House for a pa-
per mill owned by the family. Mr Najam Sethi, a
reputed Pakistani journalist earned the gov-
ernment's ire for, among other things, writing a
sharp editorial on the judgement. The govern-
ment's wrath also fell on a Karachi magazine
The Newsline when it published an investigative
story on Sharif's famiﬂr firm in Raiwind devel-
oped with public money.

A political vacuum is created when a political
choice is eliminated in Pakistan. But with her
Pursuit of self enrichment, Ms Bhutto's fate is no
onger of any concern to ordinary Pakistanis.
There was no one with greater promise than Ms
Bhutto. There is no one who has fallen harder

~ than her. Almost the similar prognosis can be

made about Mr Sharif and his companions. Un-
less there is a process of accountability which
treats all the defaulters equally, the public would
continue to view selective justice with sceptism.

HE Kargil operation, it is

now official, is likely to be

prolonged. With the imme-
diate shock of being dragged
into a "wvirtual war" having
waned, attention is increasingl
being focussed on the interna
consequences of the war-like
situation.

An area in which the fallout
is of obvious concern is the
economy, since diversion of fi-
nancial and material resources
is inevitable in a military oper-
ation conducted in demandin
terrain. Needless to say, wit
even the intensity and duration
of the operation being any-
body's guess, the quantum of
such resources required can
unl{ébe a 'guesstimate’,

inancial estimates there-
fore vary. The cost of the basic
operation has been variously
estimated at between Rs.10
crores and Rs.30 crores a day.
To this must be added the cost of
equipment which would have to
be acquired to continue with
this operation as well as guard
against future infiltration of a
similar kind. Based on extrapo-
lations of different kinds. ex-
penditure estimates going up to
as much as Rs.10,000 crores
this fiscal year are being circu-
lated through the media. What-
ever be the exact sum involved,
it would amount to a large in-
crease in defence-related ex-
enditures budgeted at
8 45,700 crores in this year's
e real issue, therefore, is

the consequence of such spend-
ing. A cursory examination of

economic conditions suggests’

that the fallout could in fact be
positive from the point of view
‘of growth. Indian industry is to-
day in the midst of a recession,

Military Gains and Economic Losses |

An accelerated movement down the 'liberalisation' road India has traversed ever

saddled with considerable ex-
cess capacities. Foodstocks
with the governmen! are com-
fortable, and the current
dilernma relates to how the ad-
ditional amounts that are being
rocured can be disposed of In-
tion, at least as measured by
the wholesale price index, is afy
an 80-plus-week low. And, if the
overnment is to be believed,
ndia’'s foreign exchange re-
serves position s extremely
comfortable.

With no material bottle-
necks and with foreign ex-
change available to deal with
any specific shortages of trad-
able commodities, additional
expenditures on commodities
which are being virtually
‘blown up' in Kargil and its
neighbourhood should stimu-
late demand and spur growth,
without leading to inflation.
That is, a series of blunders
committed by the government
that have led up to the current
wasteful and dangerous con-
frontation could turn out to be
an advantage for a coalition
which bears the burden of in-
cumbency when returning to
the electorate.

THERE is, however, one
hitch. This relates to the fact
that, influenced by interna-
tional finance and its backers
(in the G-8, the Bretton Woods
institutions and the media),

- liberalisation and fiscal-deficit
| 1::‘:11'gu&tinﬁ_l have in official eco-

nomic thinking taken prece-
dence over other objectives like

since Pokhran-II is likely

growth. So whatever the mate-
rial consequences of the n-
diture triggered by Kargil may
be, the primary concern and
fear appears to be that the oper-
ation would result in an ‘'unsus-
tainable' increase in the fiscal
deficit.

This is not because such an
increase in the deficit cannot be
prevented. Since any "war-like
situation” calls for austerity on
the part of the nation as a
whole, the most obvious way of
meeting the cost of Operation’
Vijay is a progressive direct tax,
either in the form of a hike in
rates of taxation or of a sur-

thﬂr_ﬁe.

his, of course, cannot be
implemented by a caretaker
government, But there are still

its

ment has already displayed
wﬂlin%mss to stretch its defini-

tion of 'caretaker' responsibili-
ties to great lengths whenever
convenient. So the reason why
the tax option to finance expen-
ditures is not being mentioned
lies elsewhere. To start with,
the Bharatiya Janata P -led
government, which has a lot of
explaining to do on why the
present situation has come to
pass, would hardly want to risk
its popularity by touching the

- Pokhran-I1
“in fiscal terms. And makin

C.P. Chandrasekhar writes

wallets of the well-to-do in the
country.

Secondly, if instances like
the telecom licence fee contro-
versy are any indication, in the
run-up to the elaction, the gov-
ernment a_  -=-s keen to "pay
cif” big business =i any cost
rather than tax it. And, finally,
an understated assumption be-
hind the reform strategy that
the BJP backs is that tax con-
cessions are a crucial compo-
nent of the effort to unleash
private initiative and growth.
As a result, there can be no dis-
cussion of the possibility of ad-
ditional taxation.

It is for this reason that
there alppcars to be an air of in-
evitability about an increase in
the deficit on the government's
budget to the tune of somewhere
between Rs.5,000 crores and
Rs.10,000 crores, despite the
government's effort to quell all
such speculation. Having made
'deficit management' one of the
indicators of his sell-pro-
claimed competence as Finance
Minister, Yashwant Sinha
would hardly want to admit
that strategic blunders since
ave tied his hands

any such admission woul
d tely create a stir in inter-
national financial circles,

which could influence the atti-
tude of the United States.

Since the government has
been desperate to win the favour
of American officialdom and
has made much of every Eiﬁf‘
that official U.S. opinion’ is bi-
ased in its favour and against
Pakistan, anything that could
adversely affect such opinion is
anathema. So the- 'caretaker'
Finance Minister has gone on
record, without any explana-
tions provided, that the Kargil
operation would not upset his
deficit calculations. This is
merely a continuation of the
situation ever since the nuclear
tests, wherein the BJP-led gov-
ernment has bent over back-
wards to please international
capital and through them win
back the favour of the U.S. gov-
ernment and its allies,

However, whatever the
rhetoric, the reality is that
given the optimistic estimates
of tax buoyancy and proceeds
from disinvestment, realising
the fiscal deficit ta:get of 4 per
cent of GDP for 1999-2000 was
an impossibility even without
the present conflict. This im-
plies that Yashwant Sinha's
claim that Kargil would make
no difference to the deficit is
nothing more than an unavoid-
able pretence.
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dations,
make India more dependent on
foreign finance and therefore
more vulnerable to the whimsi-
cal demands of foreign finan-

which would only

J

- i

to be the most significant economic fallout from Kargil.

His calculation probably is
that this is a problem best dealt
with later. After all, if the BJP
does not return to power, he
would not be called upon to de-
fend the revised estimates for
1999-2000. But what would en-
sue if his party does return to

*power and he remains the Fi-

nance Minister? With the elec-
tions behind him, it is in-
evitable that he would try and
shore up his deficit figures by
cutting social and capital ex-
penditures, on the one hand,
and disposing of the more prof-
itable sections of the public sec-
tor, on the other. With social
and capital expenditures al-
ready under squeeze for the last
few years. it is the disinvest-
ment initiative that would be
more crucial.

If there are few takers at
home, sales to foreign buyers
can be experimented with, on
Ehe grounds that the domestic

market may not be able to 'bear’
a large-scale retrenchment of
public assets. Even if this only
partially helps him rein in the
deficit, these policies would win
favour from international cap-
ital and the Bretton Woods in-
stitutions.

As South-East Asia has
made clear, the International
Monetary Fund and its backers

can forgive a rising deficit so
long as liberalisation that al-
lows cheap acquisitions of
valuable assets is adopted.

Expenditure estimates going
up to Rs.10.000 crores during
this fiscal year are being men-
tioned for the Kargil operation
and its follow-up. However,
even in this scenario the prob-
lem of a larger fiscal deficit is
not likely to go away. Nor,
therefore, would the problem of
how to finance it. Since bor-
rowing from the Reserve Bank
of India through the issue of ad
hoc Treasury Bills has been
foreclosed by the process of fis-
cal reform, other forms of debt
are the only option. However,
turninﬁ to the open market
while keeping money supply
growth under control can
tighten money market condi-
tions and lead to an increase in
interest rates. This would only
worsen the recession, forcing
the government to consider se-
riously the option of borrowing
abroad. :

This is something the pri-
vate sector would push for too.
In fact, the Investment Infor-
mation and Credit Rating
A%lﬁncy (ICRA), a rating agency.
whose role is not to advise the
government on policy but assess
the creditworthiness of its

clients, has reportedly come out

with a gratuitous recommenda-
tion that the government
should issue sovereign bonds
denominated in foreign ex-
change to finance its post-
Kargil deficit. Such recommen-

just as In

cial interests, are bound to in-
tensify.

And they are likely to be ac-
cepted by the government, since
they serve to win G-8 apprecia-
tion as well. If the government's
recent record is any indication,
initiatives to appease private
foreign capital seems to be the
bargain Chiﬁ used most often in
its post-Pokhran diplomacy.

Thus an accelerated move-
ment down the 'liberalisation’
road India has traversed ever
since Pokhran-II is lkely to be
the most significant economic

fallnut_; from Kargil.

There are lessons here for
both Pakistan and India. It was
not India alone that paid the
price of diminished economic
sovereignty in the wake of
Pokhran-1I. Responding as
Pakistan did, it too faced both
the sanctions and the subse-
quent compulsion to compro-
mise on the economic front,
Unfortunately, Pakistan learnt
little from the experience. Its
misadventure in Kargil is
bound to ﬁggravate the problem,

la's need to respond
infiltrators would

to the

weaken its economic indepen-

dence in the days to come. In the

end no real decisicns would be
made in the course of skir-
mishes along the Line of Con-
trol. The two governments
would have to turn to the third
Fmpire ensconced in Washing-
on,
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