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SCOPE NOTE

This Special National Intelligence Estimate was prepared
to set the stage for President Zia's forthcoming visit to
Washington. It assesses the domestic and foreign policy pros-
pects for Zia's government over the next one to two years.

KEY JUDGMENTS

Pakistan's President Zia-ul-Haq faces growing domestic problems
but no immediate threat to his rule. His largely benign authoritarian re-
gime has given Pakistan general political stability and substantial
economic growth. Zia lacks an organized constituency outside the
Army, however, and he could find his hold on pawer challenged should
a strong opposition emerge.

Zia's visit to Washington will be paralleled by the arrival in
Pakistan of the most visible symbol of the new US relationship—the
first six of 40 F-16 fighter aircraft. Islamabad is aware that only the
United States can offset Soviet pressures and provide Pakistan with the
sophisticated weapons it believes it needs. The US-Pakistan deal on
economic aid and weapons sales undoubtedly has strengthened Paki-
stan's international position and restored some of its self-confidence.
The relationship faces several difficult hurdles, however:

— The Pakistanis continue to doubt the reliability of US commit-

ments and US steadfastness in times of crisis. These doubts—
= based on earlier disappointments—color current Pakistani con-
cerns about the funding of the US arms package and the precise
equipment to be supplied.

Pakistan's leaders believe that the Soviet invasion of Afghanistan

fundamentally altered the balance of power in South Asia, and the Zia
government has strongly apposed the Soviet occupation of Afghanistan.

b/}
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But Pakistan also views the indefinite presence of 2.5 million Afghan
refugees on its own lerritory as unacceptable. Pakistan therefore has
pursued the UN-sponsored indirect talks on a settlement on Afghani-
stan. Istamabad might accept some conditions, such as accepting a new
Kabu:i government closely tied to the Soviet Union—which the United
States would not favor—as long as maost Soviet troops left and the
refugees returned home. Major concessions, such as recognition of the
Babrak government and acceptance of a continued Soviel troop pres-
ence are unlikely in at least the next year. even if the US relationship
should falter. because of concern over the reaction of conservative
religious parties and well-armed Afghan insurgents at home and vital
friends abroad, such as Saudi Arabia and China.

The primary [actor in Pakistan’s foreign policy is suspicion of
India. Pakistan is aware that it cannot count on US support against

India,

Indo-Pakistani relations are unlikely to improve
“substantially, despite the ongoing talks on a no-war pact.

Zia and his opponents will plan their current actions with an eye to
the Washington visit. Zia may announce a date for nonparty elections,
while the political parties plan a series of protests. Terrorist groups may
attempt spectacular actions, such as the hijacking of a Pakistani airliner.

_ Zia's hold on power remains firm for now, but his failure to fashion
acceptable political institutions and win broad popular backing leave
him vulnerable should he blunder, the economy stagnate, or a popular
leader emerge to unite the opposition. Although the opposition parties
so far remain ineffective, there are signs of increased impatience with
martial law and stronger calls for a return to civilian government
through elections. When change comes, it is likely to be abrupt and
violent. ,

The most likely event leading to Zia's downfall would be mass
public unrest in Pakistan's major cities, probably stimulated by econom-
ic problems. The Army would move quickly to remove Zia if strong dis-
content should develop. His likely successor would be another general,
ruling with civilian support based on the promise of future elections. A
new regime might change domestic economic policies, but would be less
likely tu alter basic foreign policies, including relations with the United
States.

Ethnic tensions, especially in Baluchistan, will continue to be an
irritant, but do not threaten Pukistan's national integrity. Random
terrorist actions are unlikely to bring about the downfall of the

2
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government. Terrorism weakens the Zia government to the extent that
it undermines public conflidence in the regime's ability to maintain
public order.

Relatively good economic performance has been an important
element in the stability of Zia's regime to date. The potential for
continued strong growth exists, but it is threatened by serious structural
problems. especially government overregulation. Zia will have to walk 1
narrow line to carry through on necessary reforms without triggering
public discontent over rising prices. Failure to make these reforme will
eventually heighten economic problems; making them too abruptly
could have adverse. perhaps latal, political consequences.
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DISCUSSION

Background—The Past as Constraint on Zia

1. Pukistan has sought in vain thraughout its history

for politicsed stability. Periods of ineffective civilian
wovernment have alternated with martial law. Paki-
stat never developed a national consensus or general
aceeplance of a political order. Divisions between
ethuic groups led ta the seeession, with Indian aid, of
Bangladesh in 1971 —the only successful dismember-
ment of a national state in the pxstwar era.

2 The debacle of the Bangladesh war brought ta
pawer Zulfikar Ali Bhutto and his Pakistan People’s
Party (PPP). Determined to stifle sl oppasition,
Bhutto turned increasingly to dictatorial methods that
heightened rather than healed Pakistan's political po-
Jarization. Large-scale nationalization and a lack of
rational planning led to a virtual halt in private
investment and to economic chaas. Charges that the
1977 elections were rigged brought about three
manths of public violence. That sparked an Army
takeuver, led by Gencral Zia-ul-Haa. who imposed a
sell-procliimed “caretakee™ regime, and promised
clections within 90 days.

3. Revelations of extensive wrongdoing by the PPP
administration. coupled with a belief that it would win
even a fair election. led Zia to postpone the promised
palls and to embark on a "pracess of sccountability”
designed to cleanse the body politic. lections prom-
ised for November 1979 were again postponed when it
became apparent the PPP would be the probable
winner. The relutive stability of martial law, coupled
with careful cconemic planning and some cautious
relorms, led to renewed economic growth,

1. Pakistan's relations with the United States have
had a scries of ups and downs. Pakistan signed a
military assistance agreement with the United States in
1954 and a scewrity agreement in 1959. The relation-
ship was never smooth, however, and was plagued
from an early point by disputes over the type and
quantlity of US equipment to be supplied. Pakistan lost
faith in US reliability when the United States cut off
arms supplies to South Asia during the 1965 Indo-

5
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- Pakistani war, a feeling heightened by the US failure
in Pakistani eyesto keep Pakistan from being dismem-
bered by ladia in 1971.

US-Pakistan relations warmed after the Soviet
invasion of Alghanistan in December 1979, After
rejecting a Carter administration economic and mili-
tary package as insufficient, Pakistan agreed to a
Reagan administration package—but with the caveat
that this did not affect Pakistan's new nonaligned
status

The Current Domestic Scene—Zia in Charge, But
for How long?

5. President Zia is generally respected. or at least
‘tolerated, in Pakistan, but he arouses no strong enthu-
siasm. The political parties are in disarray and unable
to muster any significant opposition. There is diffuse
dissatisfaction. however, with martial law, which has
continued uninterrupted for over five years. Zia thus
finds himself with no direct challengers, but without
any braad-based popular support to protect himself if
unrest develops.

Zia's Supporters

6. Zia does have the support of Pakistan’s strongest
institution, the Army. Zia has adroitly manipulated
senior officer appointments to ensure a loyal senior
officer corps. The Army’'s influence now extends iuto
almost all areas of the society, as serving and retired
Army officers have been appointed to fill positions in
the bureaucracy and state-run industries. That occa-
sions some resentment, particularly among line offi-
cers, about the Army’s continued martial law responsi-
bilities, and the attendant corruption. But the military
realizes that its interests are bound up with Zia's, and
chances that a sudden coup will depose Zia are
minimal.

7. Zia also appears lo have the general support of
the urban lower middle classes, the “Islamic middle
class"--shopkeepers, clerics, bazaar merchants, and
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snall-seale industrialists, amaong others. The support of
these groups is crucial to the maintenance of peace in
the large cities. Any reversal of their support would
swoell trouble  for Zia. Pakistan's traditional  elite
sroups—agricultural lundloeds. large industrialists. ur-
ban professionals—have seen their influence dimin-
ished. but have been largely nentral toward Zia, Some
impartant groups, such as lawyers, are adamantly

oppxsed.

Zia's Opponents

K. Zia's mast important opponent remains the PPP,
which has joined other oppasition parties in the Move-
ment for the Restoration of Democracy (MRD). The
MRD culls for an immediate end to martial law
followed by apen elections. Mast observers agree that
the PPP would win at least a plunlity in a free
clection, due to its continued popularity among ihe
urhan poor and rural peasanis. The party’s organiza-
. tion has suffered because of its inability to function

apenly, bat it is essentially intact]

—
9. Governments traditionally have fallen in Paki-
stan when urban violence becomes so widespread that
anly the Army can control it. Unwilling to shaot down
its own countrymen for very long, the Army then
replaces the leader.

Zia's Plans for Change

10. Zia's mission has gradually :hanged from that
of a “caretaker™ to that of a builder of new institu-
lions, indeed of a reformer of Pakistani society. He has
made it clear that there is to be no guing back 10
Pakistan's previous parliamentary democracy. This is
due both to his knowledge that the PPP would regain
power in such a setup and (o his belief that “"Western
democracy ™ is unsuited %o Pakistan. Zia's attempts at
remodeling Pakistan have taken three main forms:

— The downgrading of existirg institutions. The
power and independence of the judiciary, the
civil service. and the press have been severely
reduced. Numerous provisions of the constitution
have been suspended.

~— The invention of new instizutions. Zia has cuu-
tiously brought into existence local government
councils. “Islamic™ courts. and a nominated Fed-
cral Advisory Council in place of a legislature.

— The strengthening of Pakistan’s Islamic ¢harac-
ter. This has hoth restrictive aspects—the ban-
ning of aleohal and restrictions on women—and
innovative ones—the attemipt to create Islamic
indicial and financial institutions and, altimately-
to set up “Islamic democracy.”

Zia made his intentions specific in an address to
the public on Pakistan's Independence Day in
August 1982. He proposed a plan for sweeping
social reform and promised that he would reveal

* the outline of an Islamic political system within
one year.

{slomic Democracy

11. Zia has never clearly defined his concept of
“Islamic democracy.” In its most radical form it seems
10 be a system in which there are no palitical parties,
for there can be no divisions among true Maslims who
accept God'’s ward. A ruler will be chosen, seemingly
by consensus. The chief, and perhaps only, qualifica-
tion for his rule is that he be a pious Muslim. He will
be advised by a council of pious Muslims.

12. Zia seems to be aware that such a Utopian
scheme is not practical in present-day Pakistan, and he
has suggested various less radical schemes at times.
Prominent among their features is a call for nonparty
elections with a requirement that candidates be sin-
cere Muslims. There are two basic flaws with this
scheme, however, and with Zia's entire Islamization
program. First, the mere imposition of an “Islamic™
system will do nothing to fuse the divisive nature of
Pakistan’s politics or provide a sense of national
cohesion. Second, Pakistan’s Muslims have never been
able to agree on what an Islamic system is. Zia will
have difficulty in coming up with a scheme that will
satisfy even a majority of the populace.

Ethnic Tensions and the Threat of Terrorism

13. Zia is a Punjabi, the dominant ethnic group in
Pakistan, comprising approximztely 60 percent of the

secret”
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population. The smaller ethnie groups—Sindhis. 20
pereent: Pathans, 17 pereent: and Balich, 3 percent—
are all disallected to some eatent I\y what lhey S us
Punjubi rale through the Army and civil serviee, The
Sviet Union has made oontacet with the dissident
geoups in Balochistan, and a small group of rebellious
Balucihr tribesmic:. has sheltered in Afghanistan since
1978, The historic Fathan cell for an independent or
autonomous homeland. egeed on by Kabul, lost its
appxeal when the Soviets moved into Afghanistan, New
troubles have arisen. however, because of the presence
of 2.5 million Afithan refugees in Pakistan, There has
Ixen remarkubly little friction between the refugees
and the natives, but-it has increased recently, Alghan
agenls probably play some part in fomenting such

discontent.

Easy Solutions
Present State of the Economy

15. Pakistan’s economy has turned around. with
annual GDP growth averaging over 6 percent for the
past five years. Agriculture. which remains the foun-
dation of the economy, has benefited from favorable
weather conditions and has responded 10 helty in-
creases in procurement prices. Pakistan in 1951
reached self-sufficiency in wheat for the first time in
its history-. :

16. Industry stili suffers from lizbilities inherited
from the Bhutto years—notably overregulation and an
incoherent labor palicy—but still has achieved an
average annual growth of 8 percent since 1977, lnvest-
ment has been partidftarly strong in the private small-
scale industrial sector. Industry represents only about
15 pereent of CDP but is of special importance in
vroviding urhan jobs and in expanding nontraditional

exparis.

17. Export performance had been impressive be-
tween 197K and 1981, 11 1982 growth leveled off as a

fhe bEc;nén‘\yA—-—Hcrd Choices Ahead, With No
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result of the global recession and an increasingly:
avervalued nwee. Rice, cotton. and cotton textiles
remain the mainstays of Pakistani exports, but nogtra-
ditional manufactured goccds are rrowing in inipar-
tance. Expatriate worker remitlances have become
anather major factor in the balance of payments. At
over $2 hillion last year. remittances alone covered
well over a third of commadity imports.

Economic Qutlook

18. Pakistan should be able to sustain recent trends
for at least the next year. Assuming reasonable weath-
er conditions for agriculture, overall ecanomic growth
will probably exceed the 6-percent trendline for the
fiscal year ending june 1983. For the longer term.
however. praspects are clauded by the serious structur-
al flaws which remain imbodded in the economy.,
Some of these problems, such as rapid population
growth, are cultural as much as economic in nature

- and at best can be resolved only over decades. But

others, such as low productivity, excessive industrial

-regulations. inadequate resource maobilization, and
. consumption,/savings patlerns, are more dire-clly sus-
" centible to government policy.

19. The maost visible syriptom of these problems has
been chiomic pressure on Pakistan's balance of pay-
ments. Current account deficits in the range of $1
billion per year since 1978 were manageable for a
time, but the Zia regime has heen reluctant to take
correclive actions, including a currency devaluation.
In Pakistan’s fiscal year 1981/52 the deficit jumped to
$1.4 billion. There is no praspect for significant im-
provement this year.

Impact of the IMF Progrom

20. The Government of Pakistan (GOP) began to
respond to these balunce-of-payments pressures in
1959 by undertaking a three-year structural adjust-
ment program agreement with the International Mon-
ctary Fund (IMF). In return, it obtained $1.5 billion in
support from the IMF. and an 18-month official debt
rescheduling from major bilateral creditors including
the United States..

21. Pakistan’s performance under the program has

been mixed. Progress hus been made in budget and
monetary restrainl and in adjusting administered
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Economic Indicators

Million US S8

19762 1977 1978 1979 1980 1951 1942 1953
(preliminaryt  (praided)

Real GDP growth (percent) 3.3 25 74 47 7.0 5.7 6.0 . K1
Teack- halance =975 —1.286 — 1464 =2.170 -2516 —2365 -3.194 =32

Eaports. f.o.b. 1.163 1.132 1287 1,646 2341 2794 2,427 2,790

Tmparts, Lob. —2.138 —2414 =275 -3.816 —~4 857 —5.56% —5.621 -6.020
Net services and transfors 3 205 %34 1.044 1471 1774 1.770 1.483

(Warker cemittances) (319} (37K) (L1561 (1.395) (1.7431 2.0971 (2.2151 2,370
Current account balance =978 =1.081 -630 -1.126 =1L145 =991 -1.423 —1.345
International reserves and

bank assets © 3K6 377 0 459 882 1.200 R{5 L1530
External debt service payments © 248 347 379 496 502 T2 T 993
Deln service ratio {(percent)? 4.1 154 1.2 12.3 11.3 10.9 127 6
Foreign aid disbursements 1.059 961 K56 944 1.470 972 1.113 1.220

+ Fiscal vear ends 30 June of stated year.
* Facluding 1.846 million az. of gold worth $638 million at June 1982 market prices.

¢ Excludes repayment of IMF facilities, military debt. and debt with up te onc year’s ma
which could increase debt repayments for 1953 by at least 20 percent.
4 Expressed as a ratio to current account reccipts, including remitlances and nonfactor services.

turing Does nat reflect impact of the currency devaluation

long-term debt. which is growing rapidly due to
excessive public-sector borrawing in the past and to
present military purchases. It does not ease the imme-
diate payments squeeze nor the political complications
that arise from the current economic situation. For this
reason the GOP has been emphasizing the need for
greater proportions of aid in the form of untied
balance-of -payments support. A related issue is netl
resource flows. Growing debt service payments now
absorb about 80 percent of gross foreign aid receipts. As
a result, the COP has been pressing for additional deb!
rescheduling as a means of increasing net [oreign aid.
23. The US six-year, $32 billion economic assisi-
ance/military sales package for Pakistan was a result
of the security threat crcated by the situation in
Afghanistan. The $1.6 billien in Forcign Military Sales

prices toward more realistic levels (zlthougth producer
prices for natural gas and nil remain too low) The
CGOP has dane little, however. in the key areas of tax
reform and import liberalization. The abrupt leveling-
off in export earnings in late 1981 finally forced a
rupce devaluation, but the new rate was considered
still too high by the IMF. (Under continued IMF
pressure, the exchange rate has been further adjustex
in several steps. The aggregate devaluation against the
dollar is currently over 20 percent.) Relations with the
Fund have been strained at times due to disagree-
ments over such issues. but a continuation of the
program as it goes inta the third year does not now
anpear to be in serious jeopardy.

The Role of Fareign Aid

29 Foreign economic aid to Pakistan has increased
substantially since die Soviet invasion of Afghanistan.
The commitment level for 1982 was $1.3 billion.
excluding large but erratic Arab inputs. This aid has
enabled Zia's regime to sustain respectable growth
rates and to maintain the momentum of its develop-
ment program in spite of domestic budget restraints.
Aid tied to development projects may help eventuzlly

to generate the resources needed to service Pakistan’s

(FMS) credits will be a significant addition to Paki-
stan's long-term debt burden. Therefore, the economic
portion of the package was designed to provide hoth
immediate balance-of-payments support and an even-
tual stimulus to Pakistan’s longer term productive
capacity. US assistance is an important but not domi-
nant clement in overall foreign aid te Pakistan. it

‘presently conslitutes a little over 10 percent of the

total and will probably rise to around 20 percent by
the mid-1980s.

}Ecxa/
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Relationship of the Economy to Political Stability

24, Grawth of real per capita income has benefited
mast elements of Pakistans complex sociocconomic
structure in varying degrees. The luck of economic
“rut issues” has been a major factor in the inability of
the plitical apposition to generate popular dissatisfac-

tion with military rale.

25. However, given the serious stractural problems
that remain, the cconamy’s prospects {or sustained
vigorous growth are depeodent on the government's
suceess in carrying through an agenda of relorms such
us preseribed by INMF oand the Woarld Bank, The
sercalest abstacle to these reforms is GOP reluctance 1o
risk serious discantent among the urban masses,

26. To date, the public has accepted gradual recluc-
tions in food subsidies and increases in energy prices
with little evident complaint. On kalance, mast sle-
ments of society probably have experienced real in-
come growth, Employment abroaad has been an impor-
tant safety valve by casing domestic unemployment
and supplementing income levels. But substantial ad-
ditional price adjustments are necessary. Rapid further
price increases, by erading real income levels for
urban dwellers. could provide potent ammunition for
the political opposition. Yet failure to make these
chunges will ussure an eventual balance-of-payments
crisis that would force even more drastic adjustmencs.

27. On balance. the Zia government has fair pros-
pects for ficding a pace of economic adjustment
consistent with political stability for the near term.
Pakistan’s long-term stability. however, will continue
to be threatened hy fundamental social problems—
dangerously high population growth (currently 3 per-
cent). an inadequate and misdirected educational sys-
tem, and deep-seated regional and class rivalries.

Pakistan’s Foreign Policy

28. Islamabud's foreign policy aims at maintaining
Pakistan’s national secyrity in the face of the Soviel
invasion of Afghanistan, the growing military power of
India, and the aftermath of the revolutiun in Iran.
Pakistan is concerned that a weakened Iran will come
under Soviet influence, but its worst fear is of future
Soviet and Indiun collaberation ta dismember Paki-
stan, or turn it into a weak buflfer state under Indian
hepemony Islamabad does not see this as an immedi-

ate theeat, Hut it feels vulnéerable o diredt Indian or
Saviet military pressure and Lo outside meddling i its
potentially unstable domestic polities!

29. Pakistun views Ching as its maost- relialle ally
and has depended on Beijing for mast of its arms,
Islamabad knows that in any major showdown with
India, China probably woeuld be able to offer only
limited help since Beijing would I constrained by
Soviet support for India and by enormous logristical
difficulties in bringing its military power to bear.
Pakistan has strengthened its ties with the Muslim
world. particularly Saudi Arabia, and continues to
emphasize its nonaligned status—moves which serve
Pakistan’s security by reducing its exposure and giving
it access la the financial resources needed to purchase
madern weapans.

Pakistan: Narcotics and the Golden Crescent

Since 1979, Pakistan—along with Iran and Afghanistan—
has supplicd more than half the opium for the Western
heroin market. Mare recently. illicit labaratories in Fakistan
have hegun producing significant amounts of highly pure
opium for the Western market. Health and law enlorcement
authorities are becoming concerned ahout expanding heroin
abuse in Pakistan and senior officials. including President
Zia, are beginning to regard it more seriously. International
assistance 1o help Pukistan cope with narcotics is limited.
Local authorities are reluctant to enforce the ban on poppies
widhout substantial incame substitution programs or to move
against heroin laboratorics that may be operating in politi-
cally sensitive tribal areas. .

Ounce current apium stocks are depleted. prices will rise,
setting off a new round of preduction. We doubt that the
government has the resources to keep production at its
present levels or successfully interrupt the flow of opium
originating in eastern Alghanistan and Pakistan's own tribal
areas. Impoverished Afghan refugees or insurgent leaders
needing money for weapons may in time become involved
in the lucrative trade. For these reasons, we expect Pakistun
to remain an important source of supply for the Western
heroin market, and an issue in US-Pakistan relations.

30. Islamabad is aware that only the United States
can offset Soviet pressures and pravide Pakistan with
the kind of sophisticated weapons it balieves it needs.
The new US-Pukistan deal on economic aid and
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weapons sales undoubtedly has strengthened Pakistan’s
international posilion and restored some of ils self-
conlidence. Nevertheless, the Pakistanis continue to
question the durability of US commitments and US
seadfustuess in limes of erisis. The Pakistanis worry
about the long-term impact of several irritants, includ-
ing the narcotics issue (see inset). Most importantly
Islamabad believes it cannot enuat on US suppart in
the event of a conflict with India. an adversary whose
conventional military power Pakistan cannat hope to

match

Relations With India

31, Relations between Islamabad and New Delhi
remain marred by deep mutual suspicions. The Paki-
Janis continue to believe that India intends to secure
its resional dominance by breaking Pakistan’s ability
to conduct an independent foreign policy. Islamabad
is concerned that tadia’s com entional military power
liais szrowen beyand its need for self-defense. Pakistan’s
leaders believe their country will be vulnerable to
tudian military and political pressure as long as they
lack a credible nuclear delerrent.

32. One of Pakistan's responses to these perceived
threats has been to engage New Delhi in talks on a no-
war pact. These talks. begun at Pakistan's behest. are
scheduled to resume early next year, but their scope
hias Ien braadened by India’s counteraffer of a treaty
of friendship and the establishment of a joint commis-
sion. According to Pakistani Foreign Ministry officials,
the tndian draft Treaty of Friendship watains clauses
that aim at circumscribing Pakistan’s foreign policy
and compelling it to aecept India’s predominance. The
tnzdian draft would require that Pakistan and India
settle all unresalved issues—including Kashmir—bilat-
erally and that each would renounce the right to
peemil outside powers aceess 1o bases on its soil. India
attaches importance to }tes druft for a joint commission.
which it believes would provide the framewoark for
expansion of trade and cultural relations, improved
communications. and greater movement of people

hetween the twa countries.

33. Islamabad. we believe, would like to draw out
its diplomatic dialogue with India at least in part lo

distract New Delhi from Pakistan’s nuclear weapons
propram. Pakistan recognizes that it cannod give up its
claim to Indian-held Kashmir for domestic political
reasons, but would agree to put the matter aside and
concentrate on other problems. 1. as expected. the
talks remain on track. the Pakistanis da not expect
more than modest. incremental progress. -

34. The stopover by President Zia in New Delhi on
1 November refllects the improvement in the tone of
the relations following the two meetings between the
Foreign Secretaries this year and holds hope {or
further progress toward normalization. Pakistan is
maderalely encouraged by New Dethi's cecent effort
ta assert its nonaligned status. perhaps from a reassess-
ment of Indian-Soviet ties in the aftermath of the
Saoviet invasion of Afghanistan. New Delhi’s decision
to diversify its arms suppliers, to undertake a dialogue
with China on their disputed border, and 1o seek
improved relations with the United States are seen by
Pakistan as welcome steps that reduce Soviet influence
in Sonth Asia. Islamabad realizes the Soviels have
impartant economic and military leverage on India
and that New Delhi will scek Moscow’s support in any
major confrontation in the region. but it believes it has
no better vption now than cautiously to pursue better
refations with India.

Relations With the Soviet Union

35. Since the Soviet invasion of Afghanistan. rela-
tions between Islamabad and the Soviet Union have
remained strained. Pakistani leaders believe that the
advent af Soviet power along Pakistan's border with
Afghanistan fundamentally altered the balance of
power in South Asia, making Pakistan a frontline state.
They view the Soviets as actively hindering better
relations between India and Pakistan. Zia and his
senior generals fear the Soviets will not leave Afghuni-
stan and believe Moscow intends to eventually reach
the Indian Ocean by creating further client states in
Southwest - Asia. Although they se¢ no im: .ediate
threat of a Soviet invasion of Pakit~z ¢ _  believe
Pakistan needs time to strengthen itsel{. They support
the Afghan insurgents in order to make it more
difficult for the Soviets to consolidate their hold on
Afghanistan. In addition, it burnishes their Islamic
credentials.

36. Islamabad would, however, like to reduce the
strain that has characterized its relations with Moscow
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sinee the Soviet invasion of Alghanistan. Given the
power and proximity of the Soviet Union., Islamabad
realizes that it can neither ignore the Soviets nor
unnecessarily  provoke them, Pukistan aceepts that
Moscew will always choase Indin as 2 partner over
Pakistan in South Asia. Islamabad may calculate that
the Soviets will maderate their pressure to accommo-
dute to Soviet aims in Afghanistan for fear of driving
Islamabad mare fiemly into the US embrace.

37, Pakistan keeps s channels open to Moscow:.
welcomes Soviet economic assistance, and emphasizes
areas of common agreement. These efforts are aimed
at reassuring Moscow That Pakistan has not closed off
all its options in dealing with them. Islamabad will
attempt to avoid a break with Mascow because it
worries that the West will in time forget about
Afghanistan or may reach an agreement on Afghani-
stunt over Pakistan’s head as part of a larger interna-
tional settlement. Of more immediate concern in Zia's
inner councits, we judge, is the possibility of a cutoff of
US aid

38, Moscow has pursued a carral-and-stick diplo-
matic approach to Pakistan, but also has tried to
explait Islamabad’s fear of internal disorder by devel-
oping contacts with_ _political and ethnic opposition

groups in Pakistn.

The Scviets also
have old Iinks to Pushtun and Baluch separatists and
may be funneling funds to the left wing of the
Pakistan People’s Party inside I'akistan. These groups
are too weak at present to threaten Zia's tenure, but
their potential for dramatic acls of lerrorism and for
subversion—particularly that engendered by growing
teusions between Puakistanis and the large population
of Afghan reflugees—deeply warries Islamabad.

The Taiks on Afghanistan

39. The Afghanistan problem will remain the cen-
tral issue in Pakistfn-Soviet relations. Although the
Sovicts are no closer to solving their problems in
Afghanistan, the refugee problem in- Pakistan has
become a major concern to the government in Islam-
abad. Local resentments and concern in the Army-that
the Afghan refugees will become a permanent prob-
leetn fior Pakistan much like the Palestinians in the

Middle East have added 4 note of urgency o Paki-
stan’s scarch for a political settlement on A Gehatistan,

40. Zia and his advisers will have to balance these
vressures with the strong support their Afghanistan
policy draws from conservative religious parties and
well-armed  Afghan insurgents @t home and  vitul
friends abroad. such as Saudi Arabia. China. and the
United States. While they doubt that the Soviets are
ready for a political settlement acceptable to Pakistan.
Pakistan’s leaders believe they have na choice but to
probe for any flexibility in the Sovict position. Islam-
abad’s primary aim in Afghanistan is the creation of
conditions there that would permil the refugees to
return, but the Pakistanis know that the refugees will
not return as long as large numbers of Sovietl troaps
occupy the country,

1. Some serior Pakistani officials believe ruajor
progress on Afghanistan is possible in the coming
months. They aver that Afghanistan, largely because
of Soviet pro:npting, had shown considerable flexibili-
ty at the UN:sponsored indirect talks in Geneva last
June. They regard as major concessions Kabul's agree-
ment to permit Soviet withdrawals and the views of
Afghan refugee leaders to be included in a settlement.
They also are encouraged by public Soviet support for
the UN-sponsored talks and the distinct impression
gained in Moscow by both UN Secretary General de
Cuellar and Cordovez, his personal representative on
Afghanistan, that the Soviets are looking for a political
solution to their Afghanistan adventure. They believe
that economic problems at home and continuing un-
rest in Poland have put the Soviet leadership under
growing pressure to find a political solution to the mess
in Afghanistan.

42. Zia and his senior advisers probabiy view signs
of Soviet {lexibility more cautiously. They seem to fear
tha: signs of Soviet flexibility may be ploys to persuade
Pakistan to engage in direct talks with the Babrak
regime in Kabul and to slacken in its elforts to gain a
strong resolution on Afghanistan in the UN General
Assembly this fall!

[slamabad
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Western arms technologies acquired by Pakistan. Paki-
stan s aware of US concerst about anauthorized
transfers of US weapons technology to China, but
considers its security relations with Ching more dura-
ble than thuse with the United States.

Laoses et recoenition of the government in Kabul is
ane ol its tramp cards 1 is douabtlul that Zia would
plia iU until a pullout of  Soviet troaps s larsely
completed. most of the refugees have returned to
AMehanistan. and Kabal fas aceepted Pakistan's ver-
ol the long-disputed  border between the twa

o

countries,

Relations With China

43, The close relations between Islimabad and Beij-
ing are rooted in a common perception of Saviet
strategy and Tadian policy in South Asia, Pakistan sees
China as a deterrent to Indian—and more recently,
Soviet—aggression and believes Chinag would be the
most likely state to act il Indiz maved to break up
Paukistan. Islamabad regards Chinag as its most reliable
ally. having given Pakistan strong diplomatic support
in the fast twa wars with India. Islamabad appreciates
the fact that Beijing supports Pakistan in order to
frustrate Soviet designs to encirele China and to gain
for China an outlet to the Middle East.

44. Although China cunnot provide Pakistan with
the most up-to-date weapans systems. Chinese-sup-
plicd tanks and aireralt constitute the bulk of Paki-
slan’s armaments. Pakistan _has been a source of
mudern Western arms and technology for China and
there are indications the two countnies have joint

defense production programs based
F 5, PR TS RE

nologies &

45. Pakistan's close military relations with China
sugizeest that Islamabad may at some point give Reijing
access to new US weapons it receives. despite having
signed a General Security of Military  Information
Agreement. For the near term, however, we believe,
Pukistan probably will safeguard the new US arms it
receives to protect the arms supply relationship. But
major strains in relations with the United States—
reinforcing tslamabad’s doubts about US reliability—
could cause the Pakistanis to show US arms to China.
C:hina has obtained French weapons—and possibly US
air-to-air missiles—{rom Pakistan and has negotiated
asireements on joinl weapons development based on
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Outlook
Prospects for Continued Rule by Zia

51. Barring an assassin’s bullet, President Zia proba-
bly will maititain his hold on power over the next year.
We believe, however. that increasingly open public
dissatisfaction with martial law and au  uncertain
ecomomic climate could—over the next one to three
years—conlront Zia with the choice of facing serious

“unrest or opting for a civilian regime under Army
tutclage. Although such a regime would lack a popular
consensus. it might attract enough of the moderate
appasition to give Zia more time.

32. The opposilion remains ineffective and lucks
public respect. Its divisions have ouly been papered
over by the Movement for the Restoration of Democ-
racy and it has yet to find either a major issue or a
leader to galvanize the broad dissatisfaction with Zia
into active oppesition. Most educated Pakistanis are
still reluctant to confront the Army in the streets for
feur that the Soviets or Indians will exploit internal
uniest or that separatist leaders will use an opposition

movement lo make major gains.

53. Nevertheless, recently there have been sizns af
incereased impaticnce within key pro-Zia constiten-
vies over the continuation of martial kow sud strongeer
calls in the country for a return to civiiian government
through clections ¥ the
major appasition leaders are convineed the time s ripe
to move against Zia. Some senior security officigls
believe the tide of pablic opinion is runnime against
Zia and are increasingly skepticul abe ut -the regime's
ability to contain possible internal disorders. Should
the economy falter and alfect the interests of the
urbar middle classes end their clerical allios oppPasi-
tion to Zia could caalesce rapidly.

34. tis highly unlikely that Zia's leadership would
survive prolonged disturbances. particularly if the
Army is called cut to put down violent disorders in
Punjab’s cities. Unwilling to fire on its own people. or
to allow radical leaders to seize contral of a movement.
the Army: prabubly would quickly remove Zia from
office and install anaother general. It is not possible to
predict when such an outbreak might occur, but if a
broad decline in the economy should occur there
probably would be serious unrest. Palitically difficult
structural adjustments in the economy. particularly
thase required by the IMF, could set off urban unrest
over increases in food prices. We do not know when
political change will come. but when change does
come it is likely to be both violent and abrupt. As a
result. we would prabably have litthe warning of an
impending upheaval.

53. The continued presence of Al-Zalfikar und oth-
er lerrorist groups makes assussination for Ziz and
other leaders an ever-present threat. An attempt on
Zia's life reportedly was made last spring when a
missile was fired at his aireraft. Pakistani authorities
arc alert to the threat. but Al-Zulfikar is difficult to
eradicate.

5G. Terrorist violence, such as the hijucking of a
Pakistan airliner in 1981, has so far helped rather than
hurt Zia. He claims that it is foolish to talk of elections
when Pakistan is under assault internally. Dramatic
acts of terrorism are widely condemned in Pakistan's
conservative society. Bul a cuntinued upsurge of ter-
rorisin could contribute to a willingness 1o confront
Zia. One of the chie! claims of the martiul law regime
has been that it has protected life and property., in
contrast to the Bhutto years. A continued inability to
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rool ont lerrorism may lead ta a demand for a new
gavernment that can do so.

37. Fthnic unrest in an arca such as Baluchistan, if
it seriously threatened the dismemberment of Paki-
stan, also could lead to Zia's downfall. This possibility:
seems unlikely. however. The Baluch simply do not
have the numbers to defeat the Pakistani armed
forces. The Soviet Union has been in contact with
dissident Baluch groups. and with other oppesition
groups throughout Pakistan. Its financial assistance to
these groups appears aimed more at pressuring Isiam-
abud and perhups winning a change of regime, than ai
promating the breakup of the country.

38. All of the players in Pakistan’s political scene
are casting their current actions with an eye on Zia's
December visit to the United States. Zia himself may
announce some new move—perhaps a date for non-
party elections—before he comes. The legitimate op-
position hoped to orchestrate a series of demonstra-
tious that would force Zia to arrest thousands, thus
damaging his imaxe on the eve of his departure. This
plan seems to have been dealt a scrious blow by the
recent terrorist events. however. The opposition fears
that demonstrations now will cause it to be associated
in the public view with the terrorists. Al Zulfikar itself
would no doubt like to increase the incidence of
terrarism, or perhaps pull off a major event. to
coincide with Zia's trip. Dutch authorities recently
arrested a group of Pakistanis planning to hijack a
Pakistani airliner.

39. If Zia should fall through public unrest. the
most likely outcome would be a brokered solution
involving the Army and the opposition groups. Anoth-
er general would probably take over, at least on an
interim basis, with the promise of elections in the
futre. Most of those generals close to the top at

" present seem to be less intent thun Geaeral Zia on a
strict Islamic program and some are less enthusiastic
aboul strong opposition to the Soviet Union in
Afghanistan.

60. A successor, regime will have little room to
maneuver on foreign policy, however. All political
factions except the small radical wing of the PPP agree
that Pakistan must have some type of US connection.
This, plus the necessity of support frem China and

Saudi Arabia, and the difficult domestic consequences,
will militate against a dramatic shift in Pakistan’s
Afghan policy, such as recognition of the Babrak
regime and acquicscence in a continued Saviet troop
presence.

61. A drainatic change would be more likely in
domestic policy. An interim military regime ruling
with the suppart of the PPP could well turn to a type
of leftist populism involving new nationalizations of
industry and a turning away from the structural
reforms promised—although not yet achieved—by the
Zia regime. The result would likely be economic
stagnation and the eventual weakening of Pakistan
internationally by diminishing its political and eco-
nomic strsngth. No Pakistani government is likely to
drop its plans for the development of a nuclcar
explosive capability—and a weakened Pakistan would
probably feel a2 greater need to go ahead.

14
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63. The prospect facing Pakistan, therefore, is one
of longer term instability. No leader is likely to be able
to heal the divisive and fragile nature of Pakistani
politics. At the same time. Pakistan will continue to
lose its facade of Western values. The Weslernized
elite which has played a poweérful role since Pakistan
came into existence will become less and less powerful.
Pakistan's future rulers will have a different world
view and share fewer assumptions with us. They will
place more emphasis, and have more extreme views,
on issues such as the Arab-Israeli dispute. US-Pakistan
relations will probably be move contentious, even if
basic agreement on issues such as Afghanistan
continues.
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