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ln“many respect Pakrstan has ha’dlmore v.Xtensive relatlons wrth the M 1ddle
; Eastthan \[mh anyother regio ; ' ! de "
Tl N A
15; Thc Mlddle Ea;t accounts for about 40 perccnt (1.9 btlhon last year) of
i Pakistan's total fomgn exchange receipts (and trade. and labor remit-
| tances) Exports to the Mrddle East account for onc-fourth of Pakistan’s .
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8 total, ahd 'mddle East economtc aid was abcut 20 percent of total foreign

; " aad..More than B 000 Paklstam military personnel serve in’ Mtddle Eastern
; untnes, espee}rally in leya and Saudn Arabta and there are also 600,000
cwnltan workers throughout the reglon, with 200 000 to 250,000 in Saudl
’Arabla. et b *[ ARSI N S AR
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b natlor-s has strengthened and ta».en on new |mportance smce the Soviet -
' mvaston ofAfghamstan. { A5 |:‘ ST Lol [ Lo }&:-v: t ﬁ
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‘ In parttcular. Pakistan has sought to enhance and protect its links wrth
.Saudi Arabia, its most important aid and trade partner in the Middlc East.
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|In the past. Paktstan s search or {riends among the Western nations, the

JHe
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A USSR,land Chma has f reqntently caused its Middle East ties to loosen.

| ; General Zia! wnll no doubt' tread carefully. |trytng to'explont[Western intcrest
in Palustztn s secunty but avotdmg too close an tdcntlﬁcatxon wrth any pohcy
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The external relanonshnp bctween Paktstan and theI Mlddle Bastern lslamlc “




i'Paktstanslongstandmg. stated
4 *, i been the building of an Islamtc

b lgovernment did not view lslamlc umty x Land H

LT ] their own national concerns and refused to become

] ]; :embronled in lndo-Paktstam dtsputes.
) At

| ; 48! rsuppottm the 1950s. Citing the need for protectton
i+ | |l|. against India, Pakistan joined th¢ Baghdad Pact of

EallE Dtstllusionmelnt with ita es
71960s led Pakistan to seek, support from both China |

t'romSaudlAraJia.-_ N | .
. ! I ST ;‘ t "i

Forelgn Policy Sinoe lndcpendenoe ey o
‘From its beginning as a 'nation injl 9471 Pakisfan has |
'sought close tm!w:th the Middle East Muslim nations,

t'oreuzni pohcy xoal has
[bloc.,lts unstated aim
o has been to use Whatever friendship and : support it
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‘ _ {icould obtaia from the Mlddle East agamst its pnncxpal

}enemy, Indta.| Paktstan qutckly,found however. that -
: ‘the other Mushm statea thh hlstones of secular oo

1l Islamabad’s self*-mtereot—-las oompelltng a force as

i N

H'lll

i
tlod pohcy oi‘l lslamtc unity

I
: i The dtsappomtment of its fa
: :q was a key i‘actorl in Pakistan’s turnmg to ‘the West for .

.|

| Western powers|(CEN’ i'O) and later the Southeast

E!Asna Treaty Organization (SEATO). moves which

f, Middle East nations mterpreted as a, "stab in the heart
of Arab and Muslim states” and whtch gatned ,

i Paktstan the label camp follo\- ‘er of Western/imperi-
altsm." During the 1958 Middle Bast crisis, Paktstan
i'urthcr incensed Arab natlono-—and ‘much ot the
Palustam populatton—-by baelung US and UK mii: -

', tary action in Jordan and Lebanon.

i e

g the '
jand the Soviet Union, wtthout severing its tieefwtth the’
e §,]United Statee. Once agatn lndtari-Palustam relations :
. | |tv"re the crux—Pakistan was disappointed by the lack

" ||| of Western support durinx the: 1965 lndo-Pak stani
war. In addition. Pakistan renewed ei‘forts to develop b
ibetter relations throughout the Middle East, which
paid off with Arab support durinz the 1971, srparatlon

s : ,

N ' iof West and Ea t Pdlttstan.
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: [ l‘:‘v..w H I
Tt was not unttl the ohansmati!o Prime Minister Bhutto
Igamed office in l97l however. that Pakistan ituocess
fully cemented closer ties wrth the Mtddle East. Bhutto
lag:;reaatvely refocused Paltistan s foremn poh:iy on the
Mtddlo East by sendlng technictane throughout the
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Perstan Gulf statest and by reafi'irmmg support i'or

~ Arablcauses. The extent to Whnoh Bhutto succeeded in
rebuildtng Middle East relattons is cvident inover
$2.5 billion in aid disbursements that Pakistan has

received from Middle East OPEC nations since 1971. .
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General Zia's relatlonshlp \vtth the Mlddle E.ast has

.been more ienuous. Initially, Zia moved quickly after

assumtng power in July 1977 to nourish these impor-
tant aid oonnectnons by making personal vnsrts

- throughout the area. He also reaffirmed support for
" the Arab position against Israel and for recognition of

Palesttman mdependence Pakistan was n.oderately
cntieal oi' Egypt's peace overtures toward lsrael but,
smee 'the Camp David aooords. has avo:ded condemna-
tton oi' Prt.mdent Sadat and mamtamed good relations

B wrth Cairo. On the other hand, considerable resent-
” ment rematns among M|ddle East countries over the -

lexocutlon 'of Bhutto, espectally after Zia indicated to
many Arabs that the well-liked leader might be spared.
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FIJom the Mtddle Eastern rspecttve. most Arab
nattons fes] that after 32 years Pakistan has yet to
create a credible natton-state out of i its collcction of
self-servmg i‘actnons and is a ‘part of' the problem of
rezlonal instablltty Nonetheless, the presence of

L Soviet troops on Pakistan s border has improved the“ :

prospects for extr.asive Middle East support, espeually
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The Islamic Connection .| . | i

= lslam emerged irom the Arabian Peninsula over, 1 300
| years  ago; Pakistan was created as an Islamic state -~
o only 32 years ago when Musltm-dommated arcas of

' lndta separated into West and East Pakistan, Desptte

ithe common bond oi‘ Islam, Pakistan's asr-rations to
leaderahio in the Muslim world have at ttmes led to .
friction between itland Middle East countries. Out of

ita split from Hindu India, i’aktstan in 1947 declared it

intended to forge worldwide Muslim unity. Pa kistani
cials zrandtously referred to their nation as the

I

ia zest Mualim on'mtry and _hence the natural leadevof .
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13 (all I!\dusllms Pakxstan prOposed an “lslamlstan
ik extcndmg from Pakistan to Turkey,‘ostensrbly wnh
‘ Palustan at the head.. f»t sl } ! ’, bir
I R
| j‘No LArab Pakistan's pretentionsl’ of leadcrship did not
I 8it well with the Arab states because of thelr centuries
(i fLof lilamle history and tradition. Middle East countries
Ji feared that Pakistan’s close ties with Britain portended
3 a Westem plot against| the1 lslam:e w-)rld Nonetheleh.
! i;' the hndcrlymg lslamtc connectron between Pakistan
' and|the Middle East' has rcmamed strong for three |
‘ E ecddes even though state—to-state relations may have
wavered in deference to Pakistan" ] searf°h for ns own
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! securé place in the world - | ; .k "l a
I he recent lslamrc Forelgn Mrmsters Conference held
‘in ..'. “abad demonstrates the sngmﬁcance Pakrstan
placesl on its Muslim ties. The 26-29 January emer- |
gency meetmg attended by reprmntatww of 35
lslamlc states and several Mushm orgamzatuons wa§
At called by Pakistar
i s Syna, Soltir TCHer, auwnn;uamamu——d"
il (closely allied with the Sovnet Umon——drd not send "
i dellegates- | 1 f l l ’ 1 f M l}
e BRIl BLA s , i
nee lsla'mabad initially hoped to restnct l}he dlscu ons ito
i thcI Sovret invasion bf .‘Afghamstan The govemment[
i :;l! reportedly sought to use this mternauonal forum *0 {
fike strongly condemn Mosoow s actxons. gamer dddmonal
it  economic assistance and moral support in the face of
1 the Sovnct threat, and gaina brond consensus on |
i Pakisian S rencwcd need to lmproVe its tm wlnh the
' Umted States and theIWest The dmsnve. often’ [

; ,conﬂxctmg interest of the member statw. ho'wever.'
il i[multed inan expanded azenda ii 2l 3:
s e éw £l 1
Y The;conl'erence did condcmn thc fet mnliwry
i intcrventron. suspend Afghamstao s mcmbersHipm
liitd 10 the orgammuon. and declare “eompletc solrdarity with
115 the; lslamlc countries nexghbormg' Afghamstan. *ln l'
il addmon. it enmuraged member stam to deny recogm-
e uoﬁ' of the new regtme in Kabul Iand stop all ald to ]

j ii Afghamstan. Other issucs were also discussed bul al

" fochs on the US role in the: Middle East and Iran

; ,demed Pakistan the public mandate it sough

,‘ rod Jcrauon with tlle United Statés |
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lndmdual states,
wnh which Paklstan
has close bilateral relatnons. will probably playa
suppomve role and be more forthcommg in their

ic ta o
'econorlm assls nce. _ ’
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Pakxstan became a major recipient of aid from the .
Middle East after the 1973 /74 OPEC price increase
smousl}J degraded its economic performance. Middle
Fust OPEC nations have provided Pakistan with |

t
i

5 roughly 52 billion in economic md commitments since

the beginning of 1974. In addmon. Pakictan has '

recewedlSlSO million from the Islamic Dcvelopment
Bank and the OPEC Special Fund, some of whlch was

. used for petroleum purchasw'-. R

o ; : | no f
. Iran. lran under the Shah was Paknstan s major |

" benefactor. lThe Shah viewed Pakxstan as a potential

market for Iraman goods and as a'source of i |mportant
agncultural raw materials. One of the Shah's ambn-
tions was’ to link Paklstan. Afghanistan, India, 2nd |
Turkey i m a regional common market. To that end, he
fostered the Regional C00perauon for Development

- (RCD) orghmzatlon compnsmg lran. Pakistan, and

Turkey. IAlthough little progress was made, we believe
that the new government of Iran \Ibants to maintain or
cxpand the RCD format/and improve cconomic . |
relations wnh Paknstan -

ST o

'The lslamne Developmem Bank was establnshed in l973 wnh funds.

from 22 (no\v 33) Muslim countries to promole economic :
cooperation among Muslim countries by financing development |
projects and foreiga trade; The bank is dommaled by Saudi Arabia,
Libya, the United Arab Emirates, and Kuwait. The OPEC Special
Fund was emblished in 1976 to finance dcvelopmem projects and
foreign trade as well, Its clients include all, [but the richest of the less
developed countries; Saudi Arabia, Iran, and Venczuela have been
the major contributors. - { | |
1n many ways Pakistan is closer to Iran lhan the Arab Mvddle East
For examplé, the Urdu and Persian alphabets are identical, and |
Persian is lhe dominant second language in Pakistan, .
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din ' and other radical movements in| the afea One of Zla s
ibE ﬁr&t feactions to the Soviet troop presence in Afgham-
£1'} stan'was to travel to 3audi Arabia for'a meeting ‘with | 1
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i 1974-79 || i J
; Commiued Disbursed | | |

2,056
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11‘3; Pakxstan recewed a[bout one-quarter all lrama’n | Thus far. Saud. Arabla as generally concentrated its
3“}}5 i ‘ aid to Paknstan on specnﬁc projects—fertilizer and | |
ji':f: }{ mcludmg a loan _granted in l9m|.cr cement plams and various projects associated with the

ba!ancc-of-payments support, Repayment ofl theloan, $1.3 billion Tarbela Dam In addition, the Saudis have
5 " ‘ originally scheduled to begin in 1977 was extended\ gwen_for an Islamic
u  until. 1980 by the Shah when Pak stan failed, to make center and mor.;uc in Islamabad.

%‘! ! the mmal repayment l97i7 lraman a|d to; “
0 : Paknstan has dropped off sharply | An appeal made to
Tehran last year for more than $100 ‘million in loans
[y has apparently been held |u;:» by (helchaoilc sﬁﬂxatlon
y L g |
o
Saudc Arabia. Saudi Arabia now' ranks as the Iead ng
; Arab' source of econonuc aid xand is llkely to emerge as
i Paklstan s major source of funds dunng Ithe next few '
; iv‘cars; Saudi aid goes mainly to Muslim cduﬁtrm. and T o '
i i primarily to the confrontauon st ues. 'Riyudh has been' Condmons are ripe for massive Saudn Arabnan support
1 especlally aggresswe in using aid in an effort to | 'l ¢ of Paklstan

i ma'mtam regional stablhty and io forestall Commumst

I ng‘ Khalid in late December.
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‘.y I"I'temporary—one 1o six years.on
AER bas"’s‘-band sustained

i i (hc Persian Gulf nnd rémmmg a large portion of
‘§§7 thcir carnings to their homcland The latgm number
At of Paklstams. some 200,000 to 250 000, are in ' Saudi |
e Arabia. Approximately 60, 000 are'in the UABland §
0 50}000 in Bahrain; thc rest are in Kuwalt. Libya. :
Oman. Qatar and lran. . |
IR HE T Paknstam workers mlgmtlc wit
e range from common laborers to moderately skllled
The mngrauon to the Gulf statu is:| ;
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: Paklstahi cities and consndcrably Iess in rural areas.
| Annual remittances from workcrs have grown from

| $145 millionin 1973 to thc current level of $1.6 billion, -

At th'is level, rcmmanccs are cqual to 80 percent of
Paklsmn s merchandise! jexport enrmngs. Given the.

. sizable hnd worsening forelgn trade deficit, the rcmn-.
tances have been crucna! in alleviating the pressuve on
Paklstain slexlernal acet:um G .
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. An estimated 600000Pak|stan cmhans are workmg . to $200'per month, oompatcd 10 $20 t0 $30 in most
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decline.

For both poutica. and econor
gEast states have sealed do\\gn tlmr, develoon)lenlt plans |
‘and cut back the/ number or size of proj
rl'orergn labor. lran. since the
to the extreme and expelled mosl l'orel
| Pakistani laborers in the Mrddle East are also meetmz
mcreased eompetlnon l‘rom lndnan, South Korean. and’
[Phlllppme firms,’ whlch tendito use lhelr own nationals
2s workers. Moreover, as the Mlddle Eastern states

?place more emphasis on sophistleated and hlghly

sslnlled jobs the share of ernploymem zomg {o the lees
iakilled Palustanla and otllel'

|c’reasons. many 'Middle '

foreuzn natlonals wrll

It!

g

jects usmg ,
‘ran of the Shah Has gone
gn| workers. ‘

gcnerally use the hlgher incomes earned abroad to
purchnsc luxuries such as lavish wedding and other
)} real estate and comumer
goddsi Last year Islamabad elrmmated many ol‘ thc
| legal and administrative obstacles to domesuc invest- .
ment by expatriates. Workers abroad now have the
dption through Pakistani banks ol aliocating part of -
their foreign carnins,s toward shares in investment
Wemes when the earmngs are repamated Spcclal
incentived are offered for mvestment in small-'and
, medulm-scale lndustnes in underdeveloped arcasof
s Balu‘chistan and the North.Weat Fronne!r Province.
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lPaklstam workers employed abroad could tum 'down. | int productnve channels. Pakrstams and their families
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Smcel the hegmmrhg of 197
: ‘ll’}al‘ustan has purchased $1.6, brllron of t'orergn mnhtary
eqmpment from more than a dozen supphers. Better
than 80 percent of the orde were, placed in. France,
tlhe United States. aud West Germany. w‘th mtast of
the remamder gomg ta Chl : I BRI
prmesons SR ) |1
Adn'.rer.r. The Mrddle Bast states raw heavrly on
Pahstan S hrghly tramed——-Py Asiah standard l’l‘llll-
tary establnshment. India’s Bntrsh oolomal heritage
left Pakistan wrth an appreciatlon*for formal nphtary
tralnlng. Pakrstnn has an extenstve System of mtlrtary
servrce schools‘ and has écnt ofncers for’ tramin‘z tothe
United States, the United Kingdom, Australia the '
|| USSR; and China. More than 3,000 Pakistani hilitary
advisers are scattered throughout }the Mtddle East
'l'he bulk of thesc Pakistanis are provrdr ng
instruction and techme*al services
r)narr;atenancc.-“ i { l
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 ment to “Islamic socialism” and
i :e'ectton victory. Popular doubts about the senousnees based on the kind of crop, productlvtty of the land and
, |W|th which Bhutto pracpeed Islam nonethelees re- |
iimained, and his failure to move, the promise of an.
llslamnc state beyond polltlcal symboltsm partly ex-
Gen ral Zta in'1977 - X

lannounced, wrth much | fanfare, the imposltlon

| K :
||1{|Zakaz, as one of thé “five llars of of Islam,” isla
gl mdnspensable requirement for anillslamie state ’As

!' l 3“(‘ et ,.'; ;, v 5;-

Is ot : eachmz
Prophet Muhammad) has been.‘ the byword of|

1t

R R
‘The idea of an Islamnc stat‘e

i

Uy |g\lthough leam-l-lslam at first was used agatnst
1!l Bhutto by opposition rehgtous leader_s and devout .
itted his govern: -
W on a sweeptng

; Musltms, Bhutto expednently com

rplams hts ovcrthrow h

.}1, | .‘ :l l}'

: Zia, a devout, orthodox« Musllm.

.Ito the Islamic pattern.‘ In February 1979, z.a

basic Islamic:fiscal measures slated to go into
the start of FY 1980 (ll.luly l979)—-zakar (a

[|w\[|< ‘ “.":“‘{f ;,"-»-
i & | i«

| ' The ather four pillnrs are fasting during the Ramadan, praying five,

| 3stam polmctans snnce indepéndence more than 30
by Hl Years ago. Nfzam-l-lslam lay dormant as apoli
RiRilt: after the death of Pakistan’s founder, Muhammad Ali
! a’.lmnah in 1948, Postmdeplehdonoe prohléms of eco- |
nomic development that faced Westerrl-educated ;
f!Palnstam leaders overshadolved the rehgtous and |
I socnal needs of Pakrstan S Musltrn commumty‘.[ which . property. the govemment mll levy a|2 S-percent tax

i oonstltutes _97» pereent of the 7 mtl|lton populatlon

- election campangn of Preeldent Zulf’ qar -Ali Bhutto

halr. used his martlal
law powers to try to move 'the Paklstam eeonomy closer equlvalent. Landowners, tenants. and sharecroppers

wealth). and ushr (a tax orl azncultural productlon). |
:|Both taxes are tradmonal lslamtc tools for the i
1 redistribution of wealth and for the diseourag

tnmes a day, maklna a pilgrlmage to Mecca durln[ one's lifetime. b

i | et
A and profeesingthefaithverhﬁlly.- sk ,. |

' speéi fied rn the Koran, zakar isa vol"ntary annual levy
on personal wealth! According to lslamrc law, it can be

S of the
Paki- l

icy issue  of lsla'n 'Zakar clcarly fits in with Islamic cui.cepts of
state ana :nd:vndual social responsnbtllty for the basic .
humdn needs of disadvantaged Musllms. Zia, however,
has proposed a zakat that |s‘more than voluntary.
Besndes a 2 S-pereent self-assessed tax on personal -

collected at the soxlrce on bank deposits,’ stock
holldmzs, 1nsurance polltclee. and retlrement f tltnds -
ls .(“ o ,; ' !
Ushrlts of less symbohc importance than zakat L
Nonetheless, it has a long history as a source of | *
revenue for lslamlc treasunes. Tradmonally. ushr was
eollected from Muslim farmers at harvest time on crop

output m excess of' xproductton costs. The levy 'was "

qiaojst fprod
A 'f
ZlL
farmers The tax will apply to each crop a farmer
ows; for example. ifa farmer grows wheat, beans.
anll mlllet. each crop will be| separately taxed to the -
extent its output exceeds 948 kilograms of wheat or its

uctton. . vl ”'"| SRR

.l-.

ot

‘ 1

“are all subject to tlte tax. Farmers of ram-fed land wnll'

be|requlred to pay an addmdnal S-pereent land tax

of two I

effect at’ slnee they are now exempt from paying water taxes. A

tax on l -
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Lment ol' Zia 30 far has been unable to formulate the most ‘

) difficultdnd contentious reform proposed for a fully
©o lslamlo economy-JIthe abohtlon of all interest'chargss -

l and. associated reform of the |l)ankmr; system. Thus far,

1 Zla'has only implemented interest-f rec housmg lzan

- for lbwer grade ‘civil servants, and interest-free loans for

btcys.le purchases. Although |both programs are tonted

" as lnterest free, in practlce they are not. As is common

‘ lnstde Saudt Arabla. the pl'O]\lblthl‘l agamst mterest is

' l

used only for the benefit of the poor and the promotion

rsions of ushr isa 5~peroent mandatory tax on
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g c:rcumvented by the borrower maktng a supplemen‘
U tary

achlevement of Zia's goal of an, linterest-free economy
¥ by! 1982 Islamic scholars are drvtded onthe tnterpreta-

* |Even;if agreement: can be reached on a standard

the problcm of restructunng the banlung system |
i 4y wrthout seriously dlsrupttng productron and'trade. |
e lUnder the Islamic, model of an 1nterest-l‘ree£bankmg
lsystem. depositors. would purehase equrty shares rn' ‘
K thetr ‘bank; the bank would both mvest in productuie
L entsrprtses and offer shor\'-term.;mtercst-frce credit
k2 repayable on demand. Dcposttors would share in the

L, profits—and Iosses—7|n proportton to thexr equtty 1
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zrft" when paying back tlte loan| ll
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Senous conceptual problems wrll oomphcate the |

'l

-
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' tton of the Prophet Muhammad‘s proscrtptton aoamst
mterest payments. Some mterpret the Prophet S com-
I mentartes on the financial abuses of his. aze as | (]

prohibttrng all charges that chn iremotely resemble
o mterest others interpret the doctnne more loosely,!_as
! the prohibition on usurlous charges only TR

R B

‘Il |l 1.

|nterpretatton of lslamtc law. of ficials would then face

Pakistani economrstsihave yet to |kvork out the mechan-
ics of adopting such a system inan ecdnomy already
opcrattng witha Western-style]oommerctal bankmg
system. Even if they succeed in domg S0, Pakrstan faces
drf ficulttcs in mtegratmg an mterest-free system wnth

' hc oonventlonal mternattonal fi nancral eommumty. on

hich the country ‘depends for uch of t'ts development
ncmg i ' i
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. lmpa}ctol'theTaxes N . [E
! ' Islamabad had expected that the new. taxes|

p laenerate about $300 million lanY 1980.! Land and

wealth taxes now yield about S?S million |

annuaﬂy|

The burrent low yield reflects extenswelex.mpttons
; and w:despread tax evasion, Under Zia's Islamic ar
1 system. Pakistani Mushms will be expected to volua-

[
L for examtnatton. The ncw tax revenues, in conjunction

1
v |
",jl_:i.ili-a
., I:’ : '
' t’ l':lf

to enforce collection. For example. government inspec-.

Nonetheless. Zla has set up a oommtttee wrth powers .

tors will have authority to order bank accounts opened

" withan' linitial contnbutton of $225 million from Saudi

’ 11 tanly meet their reltglous requ rements ‘of zakat and X

ll"

i

i i. 1
;‘ll o . ‘:‘. l“"'t-
i ! |
‘ ’ Total eentral government tax reve'nu are now npproxlm »

' billion annually. an ernount equlvelent‘
' i 1
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Arabia and the United Arab Emirates earmarked for
the zakat fund would be used to improve educatron
and health care for the most destltute of Pakistan’ s
poor. Even if zakat revenues reach the level antici-
pated by Islamabad, théy will be stretched thin. At
present! the poorest 40 percent of the population |
amounts to roughly 30 million people The $525
million ‘zakat fund—if efficrentlyJ and equrtably dis-
tnbuted—-—-would translate tnto per caprta ‘outlays ol‘

less than $20 for the pooi . + ;
Netther the zakar program nor ushr taxes have gotten

off the ground . The business commumty has criticized
Zia harshly on the zakat issue because of the
compulsory nature of what should be a voluntary |
program. Shortly after the zakai was seriously pro-
posed, many businessmen wrthdrew their:potentially
taxable "unds from the banking system On the other
hand, the | poor ‘have been highly critical of Zia l'orl
failing to |mplement a workable welfare program.
Local reltgrous leaders bomplamed of the centralized -

" zakat l'und’s htgh admrmstratwe costs which left little ‘

for distribution to the needy, and of the government’s
use of the Saudi contribution to tl.‘I fund for balance-

of-payments support.- L |
[ lj i o |

Ushr wnll have an adverse but as :yet unmeasurable

ls"|

tmpact 'on/farm output. The agrrcultural sector is now

only. hghtly taxed yet little margin exists to absorb
taxes among most of the Pakistani l'armers We thus
expect the new taxes to'reduce tnccntrves. morale, and
purcha!sesi of n)eeded tn?uts to agrtculture|
Lona-Term Issues | | B
Zia' s lslamnc measures will do httle to solve Palnstan s
underlying economic problems. whlch stem from a

l'
|
l

| ‘”- | combination of caprlclous government policies and
{ ] .
o1l pereent of GNP

longstandmg institutional barriers to efficient mobili-

zation ol‘ eapital and labor. Among the basic economic -
o problems are the sizable foreign debt and burgeoning

debt< payments. the low product:vnty in agriculturc
(relatrve to avallable resources), | and a commitment to
a number of costly capltal-intensive investment |

projects such asa $2 btlllon steel eomplex. |
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