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PAK-CHINA ECONOMIC CORRIDOR:
THE HOPESAND REALITY

AARISH U. KHAN

Introduction
Regional connectivity is an important element of tiecently unveiled

Vision 2025 of the Government of Pakistérnlhe Pak-China Economic Corridor
(PCEC) is mentioned as an integral element inziegithe potential of regional
connectivity and trade with the South Asian Asstierafor Regional Cooperation
(Saarc), the Association of South East Asian Natipksean), the Central Asia
Regional Economic Cooperation (CAREC), and the Boan Cooperation
Organization (Ecoy

On his part, Chinese President Xi Jinping also psed forging “China-
Pakistan Community of Shared Destiny” during hisetitey with President of
Pakistan Mamnoon Hussain on February 19, 2®1According to Chinese
analysts, the Pak-China Economic Corridor (PCEQyeseas the backbone of
President Xi's propos#&) President Xi’'s foreign policy concept of “Communit
of Shared Destiny” is predicated on cooperationnmartual benefit with certain

key characteristics; the most important one beimg pursuit of common of
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interests through mutually beneficial partnershifpaother important aspect of
the concept is that it embraces incongruence oéraests but calls for
strengthening of trust among nations through muturalerstanding?) China’s
peripheral or neighbourhood diplomacy, as explaibgdPresident Xi Jinping at
the Conference on ‘Diplomatic Work with Neighbowi@ountries’ in Beijing in
October 2013, is based on four principles: amitincexity, benefit, and
inclusivenes$)

A major milestone for establishing the “China-P&kis Community of
Shared Destiny” was achieved in May 2013 when aeeagent was signed to
establish the Pakistan China Economic Corridor (EBC#® connect Pakistan’s
Gwadar Port with Kashgar in the western part ofn@hclose to Pakistan’s
border(” China is developing a Special Economic Zone (SBZ&ashgar, which
would mean rapid development of the area requirsupstantial external
resources from or through Pakistan — utilizing theveloping port city of
Gwadar. Pakistan’s Gwadar Port provides this les®ldped western part of
China an easy access to the warm waters of theigkrebea and considerably
reduces the time and resources required for tratisgdrade goods to and from
western China and West Adfalt is argued that the development of the PCEC
would bring unprecedented economic rewards forRakias well.

Questions regarding the on-ground pace of develapined the contours
of the PCEC after its completion are essential.wars to these questions would
determine how effective the PCEC could be in furtigethe economic objectives
that it aspires to achieve and in supporting tlmmemies of Pakistan and China in
the long run through Pak-China and regional conviectas envisioned in the
Vision 2025 document. This paper attempts to anshese important questions,
especially whether the short-term or early harpesfects are on schedule or not,

because progress on the short-term project woule s a decent barometer for



the timeline for the long-term ones. Additionallihe paper also critically

analyzes the dividends that the PCEC is expectbdng to the country.

Community of shared destiny: High hopes
In his speech at the Opening Ceremony of the THAiakk seminar on

“Building ‘China-Pakistan Community of Shared Dagtiin the New Era” on
August 5-6, 2014, Chinese Ambassador to Pakistam \®'eidong made his
government’s commitments with respect to Pak-Chelations amply clear. He
said:
China hopes that Pakistan plays a greater consteudle in regional and
international affairs. We would like to work withalstan to safeguard
peace, stability, development and prosperity inwheld... We need to
transform deep friendly emotions into tangible tsuof cooperation to
consolidate the foundation of bilateral relationaise up the level of
cooperation and bring more benefits to the two fEip
Another Chinese scholar who has also served a€ltheese Ambassador
to Pakistan, Zhou Gang, went a step further bynzafor Pak-China cooperation
as a means of guarding against international heggriod unilateralism. He said:
China and Pakistan must guard against hegemonyaiteteralism, and
safeguard their own sovereignty and security istsreThey must learn
the lesson of turbulences from West Asia and Ndkfhica, firmly
safeguard their domestic security and stabilitgadily promote their
reform, and oppose the interference of foreign deran their internal
affairs(10)
Chinese scholars have used terms and phrasesddmanion interest”,
“shared responsibility”, “common affection”, andhé&ed intellect” for the

community of shared destiny between Pakistan andaCh)



The importance of the PCEC is amplified by the fhet it is also going to
link up with the greater Chinese plan of the Sitkal®@ Economic Belt (SREB) that
would connect China with Europe through CentralaASihe “five connections”
proposed by the Chinese leadership for the SilkdRe@onomic Belt are: policy
exchange, road network, currency circulation, argbpe’s friendshift?
Connecting with the SREB, the PCEC is of immengmiBcance to China as
well. Therefore, we can say that with serious lterga focus on the project by
both Pakistani and Chinese leaderships, the PCECiHea potential to further
cement the close bonds between the two countriggeidays to come.

Linking Gwadar with Kashgar and onward with Centhasla is aimed at
improving Pakistan’s trade and investment relatiite China as well as Central
Asia(d It is hopedthat at some point in time the IraniB@k gas pipeline project
could be extended to include China in it as WéllThe importance of Gwadar
seaport for trade between the Persian Gulf anavéstern part of China — which
includes the Middle Eastern oil—is also underscdogdthe fact that it could
reduce the time taken for goods transportatiomad part of China by around two
weeks® In terms of distance, the PCEC would reduce ttgetraute distance of
16,000km between the Arabian Sea and the SouthaChea to 2,500 ki#o)
Construction of an oil pipeline from Gwadar to Kgahthrough a distance of
around 2,500km to carry Middle Eastern oil is adswisioned!” The PCEC is
also considered important for China’s trade withgl#dnistan as well as its
strategic projection into West Asia and Afri¢d.

Kashgar is destined to grow exponentially after dperationalization of
the SEZ in the city. If the development of Shenzltae city that pioneered the
concept of SEZs, could provide us with an insigitb ithe growth patterns of
SEZs, we could expect Kashgar to grow at the ratwver 20 percent per annum,
because Shenzen grew at the astounding rate ofp2bc&nt from 1979 to 2009,
and a 4,176 times increase in 30 yd®rsPakistan could, thus, enormously



benefit from it during its development as well apetional phase. The
development of communication infrastructure wouldoahelp the tourism
industry of the picturesque Northern Areas of Pakidbordering Chin&9

There is a perception that Pakistan’s potentiaxport to China is rather
limited. It is argued that China already exportgaety of products that Pakistan
could export to it. There are however, avenue$tkistani businesses for export
business in China. For instance, China is the #&rg®nsumer market for
gemstones, which is an opportunity for Pakistakid®an has a potential yield of
800,000 carats of Ruby, 875,000 carats of Emeradl 5 million carats of
Peridot, which remains under-utilized. Accordingtioah Faisal Afridi, President
of Pak-China Joint Chamber of Commerce and IndustGJCCI), China being
the world’s largest consumer market for gems andeljery, could help in
utilizing Pakistan’s full potential through investmt in the sector and promoting
exports of gems to Chirt) Pakistani and Chinese business communities also
hope that the PCEC will enhance cooperation indtpeculture sector as well
through greater transfer of technology in the fi&ddThe establishment of the
PCEC is expected to not only enhance existing tratigions between the two
countries but also boost transit trade opportusitee the western part of China

through Pakistan.

Foundations of cooperation framework for PCEC
There are strong bilateral trade relations betwbenPakistan and China.

Currently around $12 billion per year, trade betwd®akistan and China is
estimated to reach $15 billion in the next couglgears. The volume of bilateral
trade between Pakistan from January to May 2014 $6abillion, exhibiting a
12.66 percent growth rat®) China also has substantial investments in Pakistan
with more than 120 Chinese companies operating h@ ¢ountry?® The
importance of Chinese investment in Pakistan isl wweknowledged by the



leadership of Pakistan. For instance, during hig 2013 China visit, besides the
government-to-government interactions, Prime MarisNawaz Sharif held
meetings with the Chinese business community towage them to invest in
Pakistari?)

The high-level state visits of the leaders of the tountries have assumed
great significance lately for their role in carrgirthe shared perceptions of
development forward and also for signifying the artpnce the two countries
attach to their relations with one another. In legpwith the spirit of the
relationship between the two countries, severahdagel official visits have
taken place between Pakistan and China since shemgsion of office by the
current government, In May 2013, Chinese Prime #@ri Li Kegiang visited
Pakistan to sign the landmark PCEC agreement. Rvimester of Pakistan Mian
Muhammad Nawaz Sharif visited China in July 2018 finst official visit abroad
since assumption of the office. In February 20Xésklent of Pakistan Mamnoon
Hussain, visited China wherein Chines PresidentJMdping put forward the
proposal of forging “China-Pakistan Community ofa&d Destiny”. President
Hussain visited China once again in May 2014 terattthe ¥ summit of the
“Conference on Interaction and Confidence-BuildMgasures” in Asia. Prime
Minister Sharif visited China again in April 2014 attend the Asia Forum in
Boao in April 2014. President Xi Jinping was scHeduto visit Islamabad in
September 2014, but the visit was postponed dysolitical crisis and protest
demonstrations in Islamabad. The postponement wwaspensated for when
Prime Minister Sharif visited China again in Noveml2014. Several important
agreements have been signed between the two ainirihese high-level state
visits. According to one estimate, the total numbfeagreements signed between
the two countries exceeds 250 with the “Treaty wérkdship, Cooperation and
Good Neighbourly Relations” signed in 2005 provglthe foundation for recent
development€&5)



Quite a few important agreements of this longwste signed during the
recent visits of high-level state leaders mentiordxbve. Eight cooperation
agreements were signed during PM Sharif's Julytviei China. A broad
agreement for the Pak-China economic corridor waasrg them. Another of the
agreements was for laying a fibre-optic cable frtime Chinese border to
Rawalpindi for improving Pakistan’s access to in&ional communications
networks with 85 percent financing coming from Ghover the three-year period
of the $44 million projecg”) Pakistan and China signed five agreements in the
fields of economy and trade, regional connectivégergy and people-to-people
contacts during President Mamnoon Hussain’s Chisé m February 20149
The agreement on “early harvest projects” in thenemic corridor included the
upgrading and realignment of the Karakoram Highwgy to Islamabad, the
construction of the Karachi-Lahore Motorway, thenstouction of new Gwadar
Airport, and finally the establishment of econonziesnes along the PCE&)
Nineteen different agreements related to the implgation of the PCEC were
signed during Prime Minister Sharif’'s China visitNovember 2014.

The PCEC is a multidimensional project encompassitak-China
connectivity through road and railway networks, ingy down of fibre-optic
cables, the operationalization of the Gwadar Pam several energy projects.
Under the PCEC, China has committed to helping$akiwith: the construction
of a fibre-optic cable from the Chinese border lte tapital of Pakistan; the
upgrading and realignment of the Karakoram Highviaking Kashgar with
Abbottabad; the construction of the new Lahore-Kar&otorway, and an early
completion of pending work in nine power projed@inese cooperation for the
construction of the Diamer-Bhasha Dam and the cetigni of the Nandipur
power project are also part of the PCECImplementation of the projects under
the PCEC has been divided into three phases. &hantprojects are estimated to
be completed by 2017; medium-term by 2025, and-teng by 203031



Oversight of the implementation of the projects emthe PCEC was
given to a high-level Joint Coordination Commit{d€C) on implementation of
the agreement on July 20, 2033.The JCC met for the first time on August 27,
201333 On the very same day, Pakistan’s Federal MinisberHlanning and
Development, Ahsan Igbal and the visiting Chinesee\MChairman of National
Development and Reforms Commission (NDRC), Zhangaoiiang, in
augurateda new division in Pakistan’s Foreign @ffexclusively dedicated to
Chinaand taking into account the increasing codjmrabetween the two
countries34

The second meeting of the JCC on the PCEC was dgldar later in
Beijing on August 20-21, 2014. The focus of theoset meeting was on early
harvest projects, particularly: the rehabilitatiamd realignment of the KKH, the
construction of the Karachi-Lahore Motorway, Orangee Metro Train in
Lahore, and projects related to the Gwadar Port, @mpacity building and
training®% The third meeting of the JCC followed the second the very next
week, on August 27, 2014 wherein the focus, oncanagvas on short-term

projects(ss)

The plan and progress
Early harvest projects related to transport and mamcation

infrastructure under the PCEC include: the reh@iin and realignment of the
Raikot-Islamabad section of the KKH; the constrmuttiof Karachi-Lahore

Motorway; the construction of Orange Line Metroiiran Lahore; the upgrading
of the existing railway track from Karachi to Pesha; the development of dry
port and cargo holding facilities in Havelian; tl®nstruction of Eastbay
Expressway in Gwadar; the construction of Gwadaerfrational Airport; the

construction of breakwaters at the port; the desgrof berthing areas and
channels at the port, the infrastructure for Exgémbcessing Zones and port-
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related industries in Gwadar;the construction ofessary facilities for fresh
water treatment and supply in Gwadar; and the coctstn of a hospital and a
vocational training institute in Gwad&r

The overall scope of the PCEC is much broader thanearly harvest
projects. For instance, as mentioned above, thetaation of the Diamer-
Bhasha dam is part of the PCEC in the field of gneooperation. There are also
two other coal-based power projects under the P@E&addani and Sahiwal. In
the field of transport infrastructure, the constimt of a new rail link from
Gwadar to Jacobabad via Besima and Khuzdar is @dsb of the PCE®?)
Establishing Special Economic Zones along the radt¢he PCEC is another
important element of the corridor. In his speed¢itha Opening Ceremony of the
Think Tank seminar on “Building ‘China-Pakistan Qoomity of Shared
Destiny’ in the New Era” on August 5-6, 2014, Ambador Sun Weidong
mentioned the RuYi-Masood Textile Industrial Park Raisalabad, and power
projects like thermal power plant in Port Qasim aonthr power plant in Quaid-e-
Azam Solar Park in Bahawalpur as part of the PGBGNhile anMoU has
already been signed for the RuYi-Masood Textileustdal Park, several other
special economic zones are planned on the PCE@ciallp in Gwadar, South
Punjab, and Sind#9

Following is an overview of the recent developmentthe fields of road
construction, railway lines, and Gwadar seaposteel projects under the PCEC

(energy projects are not under the purview of shisly):
Roads

Improving the road link between Pakistan and Chiaan important
element of the Pak-China Economic Corridor. Improgat of the existing road

link all the way from Gwadar on the southern seatoé Pakistan to Khunjerab
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Pass in the north on the border of China involvegesal road construction
projects.

The Karakoram Highway (KKH), that connects Pakistaith China
across the over 15,000 feet high Khunjerab PastherPak-China border, was
completed in 1979. Rehabilitation and realignmdrthe highway is an important
component of road construction projects under lGE®. Starting from the town
of Hasanabdal in Attock district of Punjab adjacenRawalpindi, the 806 km-
long KKH goes all the way to the Chinese border.

The rehabilitation of the Hunza-Raikot section lo¢ tKkKH had already
been completed before the signing of the PCEC aggre The PCEC envisages
the rehabilitation and realignment of the Raikd#isabad section of the KKH.
The focus of the PCEC is on the rehabilitationhaf éxisting route of KKH with
only minor realignments to avoid certain landslgene areas or some sharp
turns at least up to Mansehra from where the BuMansehra Motorway would
connect it with Islamabad as an alternative réteOn November 29, 2014,
Prime Minister Sharif performed the groundbreakicgremony for the
construction of the first part of this 110km foark motorway. It would start
from the town of Burhan on the Islamabad-Peshawatodvay (M-2) and would
end at Mansehra via the town of Havelian whereyapdrt is planned under the
PCEC on November 29, 2014. The project is scheduadae completed by the
end of 201742 The Raikot-Thakot Section is also scheduled tadrapleted by
the same timé&3) Since the sections from Raikot onward to SostMadsehra to
Thakot are already rehabilitated, and there is @om@ay from Burhan to
Islamabad44 the completion of the other two projects, thathisRaikot-Thakot
Section of the KKH as well as the Burhan-Manseh@dvivay, would complete
the rehabilitation of the KKH upto Islamabad by 201

At one place called Attabad in Hunza, a realignmehthe KKH is
required because a lake was formed in January 2620 a massive landslide,
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which submerged 19km of the highway. A tunnel isngedug with Chinese
assistance at the site of the Attabad Lake foKiKE to bypass it. In his meeting
with Prime Minister Sharif, China Overseas Port ditay Company Limited
(COPHCL) President Sun Ziyun said that work on Bdth Lake would be
completed by 2016 with assistance from China Deraknt Bank4>) Bypassing
the Attabad Lake is not part of the PCEC per sedhpsince work on it started
before the inking of the PCEC agreeméft.

One strange anomaly of the PCEC is that while thesttuction of the
Diamer-Bhasha Dam is part of it, the required lesgale realignment of the KKH
due to the presence of the reservoir is not beorsidered at the moment. The
7.5 million acre feet water reservoir of the DiarBérasha Dam could submerge
100km of the highwa{t”? The Ministry of Planning, Development, and Reform,
which is taking the lead on the PCEC, insists thatcost of any realignment of
the KKH caused by the reservoir will have to bengoby the Ministry of Water
and Power that would in turn take the lead in cmesing the dam, as and when
required“d) Therefore, the current plan of the PCEC does ratbfan that aspect.

It was reported that in a meeting presided ovePhgne Minister Nawaz
Sharif in August 2013, the realignment of KKH alahg Chilas-Naran-Mansehra
route was discussed to provide a shorter routetarmypass the section of the
road affected by the future construction of the niea-Bhasha Darft9 It is
pertinent to note here that as per the current @dlara-Thakot-Besham-Dassu-
Chilas) alignment of the KKH, it hardly ever shutswn completely for traffic
during winters all the way to Gilgit because of utsique low-altitude trajectory
(except for the last part of it near the Chinesedbowhile crossing Khunjerab
Pass at the altitude of 4,693 meters (15,397 féet)ealignment of the KKH
along the Chilas-Naran-Mansehra route would makeoite susceptible to closure
during winters because the 4,173 meters (13,691 fegh Babusar Pass that
divides Mansehra district from Gilgit-Baltistan reg is closed for traffic
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throughout the winter due to heavy snowfall in #rea®® The Chilas-Naran-
Mansehra route could result in a halted flow ofl&-goods in the summer as well
because of heavy tourist traffic on that route miyithe season.

The KKH would be connected with the road networkPakistan through
the existing Islamabad-Peshawar Motorway (called)Nat Burhan. M-1 connects
with the Islamabad-Lahore Motorway (called M-2) {ghanother network of
highways and motorways will connect it with Gwadard Karachi. Another
important element of the road network of the PCEQhus: the Lahore-Karachi
Motorway that would connect Lahore with Karachi Wdanewal, Multan,
Sukkur, Khairpur and Dad&b Work is already near completion on the Lahore-
Multan section of the motorway, while land has beequired for the Multan-
Sukkur and Sukkur-Dadu sectiof8.There is an existing motorway (called M-7)
between Dadu and Karachi that would be connectdd tve new Multan-Dadu
Motorway. During a meeting in August 2013, the priminister also asked for
the provision of interconnectivity between variaosd networks of the country,
i.e. between the Motorways, the Indus Highway, tn@dGT Road for instande)
Interconnectivity projects are not part of the PClBGugh. Sed-igure 1 below

for the planned alignment of the PCEC road network.
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Figrue 1: Pak-China Economic Corridor Road
Network Map
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Railways

Supplementing the road link between China and Rakiwith a rail link is
another essential ingredient of the PCEC. Theraoisdoubt that this added
connection will greatly benefit the connectivityopct. On June 21 last year,
Prime Minister of Pakistan Mian Muhammad Nawaz Blualled for ‘out-of-the-
box’ ways for building a rail-link between Pakistand China at a meeting in his
office.>¥ He proposed starting work early on the upgradihgxsting railway
tracks up to Havelian in Abbottabad distfit. The keen personal interest of the

prime minister is, perhaps, one of the reasonstti@upgrading of the existing
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railway track from Karachi to Peshawar, and theettggment of a dry port and
cargo handling facility in Havelian are two earriest projects of the PCE®)

A 23-member delegation of Chinese railways expediged Pakistan in
October 2014 to assess the feasibility of $3.%dbillnvestment and complete the
rehabilitation and replacement of tracks from Kardo Peshawar. The feasibility
assessment was aimed at the prospective investofiesbout $3.5 billion for
“replacement of rail tracks over 375km, deep sareenf ballast over 1,260 km,
conversion of un-manned level-crossing into undesps at 50 places, conversion
of manned level-crossing into flyovers at 250 ptaceealignment of 40 big
curves, strengthening of 500 bridges and doublia88km track at various places
between Shahdara and Peshav@rThe feasibility assessment is scheduled to be
completed by the end of February 20%bA medium-term project for a new rail
link from Gwadar to Jacobabad via Besima and Khuezdanection is also on the
cards but its implementation has not been stared%

While a lot of excitement has been generated in riedia about
establishing a bullet-train link between Karachd dfeshawar, it is not planned
under the PCEC. Perhaps, the upgrade of the KaPRedhawar rail link (called
ML-1) would help in slightly improving the speedbtrains plying on that route.
As the Director/General Manager of Sinotec Song aBpping, a Chinese
company operating in Pakistan for about a decaaesiened electric passenger
trains running up to speeds of 180 km/hr and gdaaias with speeds of 120

km/h in an interviewgo
Gwadar

Development of the Gwadar seaport is the foundadiorwhich smooth
functioning of the PCEC would depend. Thereforé,tla¢ projects under the
PCEC related to Gwadar are priority projects. Adoay to the PCEC plan, the
construction of the Eastbay Expressway, complediothe Gwadar International
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Airport, construction of breakwaters, and dredgi@erthing areas and channels,
are to be completed by 2017. Similarly, the integgtadevelopment of Gwadar,
that includes: infrastructure for the export preeg zone and port related
industries, necessary facilities for fresh wateeatment and supply, and
construction of a coal-based power plant, a hospmiad a vocational training
institute are to be completed within the same tim@ne®d In March 2014,
Gwadar Port Authority (GPA) Chairman Dostain Khamaldini shared with the
media after a three-day visit of CEO of COPHCL, @eing Song, that the
company was planning on investing $775 millionhe tity. He added that China
would invest $1.8 billion in nine development pife in Gwadar, including
expansion of Gwadar Port and construction of apo&ifs2 On the occasion, he
also claimed that construction work on the Ratodewmadar Highway would be
completed by 20183

It was reported that at a meeting with senior Rakisauthorities in
August 2013, “a delegation of the China NationafdRes and Development
Commission offered assistance for the developmeltiani dam command area
in Kech district and execution of a solar energpjgut in Gwadar, besides
bringing investment in other sectors in Baluchistéh The Planning
Commission denies any of these projects being undasideration within the
framework of the PCEC thoudf?)

Thereal and present challenges
According to Dr. Luan Jianzhang, Vice Director Geheof Policy

Research Office at the International Departmenttied Central Committee
Communist Party of China, some of the greatestl@hgés in the way of
successful completion of the PCEC are: the secsitiyation in Pakistan, political
unrest, administrative issues, and the skill-leeél the Pakistani workforce

working on the projed®)
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The security situation in Pakistan would remain ganissue in the way
of realizing the full potential of the PCEC. Sincbave extensively covered the
guestion of security in some of my previous wdfKsl, would only point out here
that such is the level of anxiety in China vis-a-Wakistan’s security that the
Chinese authorities closed the Pak-China bordetréate and traffic owing to
security concerns during China’s Independence [@#gbcations in the first week
of October 2013%9) Therefore, if any trade will take place betweeniftak and
China or between China and the rest of the worougph Pakistan, security of the
PCEC will have to be a priority.

As far as the security of the PCEC’s connectivityfrastructure is
concerned, the motorway from Gwadar to Ratodere ({th8) is particularly
tricky. Work on the project has halted a few tinneshe past because of the bad
security situation in the restive areas of Balumghat it passes throug®.The
trickiest leg of the PCEC road network with respgecsecurity is the link between
Gwadar and Ratodero that passes through a largsesp@opulated territory of
Baluchistan experiencing an active insurgency. F&Q7 to July 2014, 1,040
terrorist attacks—that is 23 percent of the togparted from Baluchistan—
occurred in Awaran, Gwadar, Kech, Khuzdar, Lasbala] Panjgur districts,
which are on the route of the PCE@.Taking cognizance of the additional
security measures required for the PCEC in Balt@hjsPakistan’s top project
sanctioning authority, the Executive Committee bg tNational Economic
Council (ECNEC) approved Rs.5.2 billion for recmt 6,000 new personnel,
who will be joined by 4,000 reserve police persdrtnemake a 10,000 strong
constabulary force for protection of the PCEC inuBhistan(’l)

Violent incidents reported from other districtsRdkistan in KPK, Punjab,
and Sindh, which will be home to the PCEC are moy\high in numbef’? The
planners of the PCEC have actually opted for adoraignment of the road
network, avoiding the relatively shorter trajectar linking Gwadar with the
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KKH via the Indus Highway that goes through Khyb#akhtunkhwa (KPK),
because of security concerns. Some analysts hacedvtheir opinions against
bypassing the shorter route. They argue that itldvdeprive these marginalized
areas of Khyber Pakhtunkhwa and Baluchistan fronthmoeeded economic
development’™ There was also a debate in the Senate in June &0dut the
PCEC route in which certain senators criticizeddjeassing of the “Pakhtun and
Baloch areas” in connection with the PCEZ A leader of a regional political
party from KPK recently announced in a public rahgt his party would take to
the streets if the under-developed areas of Badtenmiand KPK were ignored for
the PCEG” Whether avoiding the marginalized areas of thenttgubecause of
security concerns is the right choice or not, thera serious need for improving
the law and order situation in the country in gaheBesides, sooner or later the
shorter and more economical trajectory will haveb® incorporated into the
PCEC.Figure 2 below shows the planned alignment of the PCEGmparison
with the shorter but insecure route that could Hasen adopted if security in the

areas was not a big concern.
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Figure 2: Pak-China Economic Corridor
Comparison of Planned and Alternate
Alignments
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Although there is a political consensus in Pakistéwen it comes to Pak-
China relations, political instability in Pakistaan and has affected the smooth-
sailing of the PCEC. Very few would have guessetthatinception of the current
parliament and government — having taken charge fanother democratically
elected government through a smooth and peacefositron of power — that
there would be a serious political turmoil in theuntry in about a year’s time.
Yet, there was a political crisis in the countryhwserious consequences for some
of the projects under the PCEC. A very glaring eplenof how it impacted the
Pak-China relations was when the Chinese presitghto cancel his scheduled

visit to Islamabad for signing several agreementgdahe political chaos in the
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capital. With long-term plans like the Vision 20@6place, there is a serious need
for political stability, and a continuity of policend planning, especially in
connection with foreign relations.

Making use of the existing physical and instituabnnfrastructure is
different from building it. Pakistan has not beeaking very good use of the
land-based route between Pakistan and China oreket®akistan and any other
regional country for that matter. Despite an ind&ional road transport agreement
between Pakistan and China in 1993 that becamextopeal in 2006, the land-
based trade between Pakistan and China is onhadidn of the total trade
between the two countri€®) Similarly, while Pakistan has transit, transpartgd
communication with a host of regional countries,tiade with them still remains
miniscule(’) While a variety of reasons are given by Pakistdficials for the
under-utilization of the existing institutional ni@mism for intra-regional trade,
they fail to alter the disappointing realit{.

With respect to China as well, Pakistani officigisint toward certain
administrative procedures employed by the Chinaghoaties, such as: the
requirement for Pakistani truckers to offload asflaurgan instead of Kashgar as
per the agreement, delays in the issuance of tesaisvers as well as clearance of
passengers at Tashkurgan, and heavy quarantingesheid’ Chinese officials
contend, however, that Pakistan is not singledfoutsuch quarantine checks.
They maintain that trucks moving within China fr@mme parts of the country to
the others are also subjected to such measurey. agree, however, that these
procedures need to be reviewed and that the stuatould improve for
transporters in the futufe)

As far as railways are concerned, although hundoédsillions of dollars
are planned to be spent on rehabilitation of theaklai-Peshawar rail link, there is
a big question mark on the capacity of PakistaniwRgs for utilizing the
infrastructure it already has. With 94 percent assenger traffic and 97 percent
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of goods transported by road within PakistAnmprovement of a railway line

does not seem to be the only requirement of PakR&always. There are serious
capacity issues that would need to be addresse®lag-or instance, the ongoing
feasibility study would only assess the infrastuoet requirements for the
upgrading of the track. It would be worthwhile tookv how much value would

be added to the goods transport in the country dffte upgrade is complete,
keeping in view the abysmal state of performanciefinstitution.

Although the projects related to the Gwadar Povehaeen given priority
by the government, the Chairman of the Gwadar Rathority, Dostain Khan
Jamaldini, recently told the Senate Standing Cotesiibn Ports and Shipping
that delay in various projects related to Gwadat imezreased their costs from
Rs8 billion (around $79 million) to Rs100 billiomround $992 million) in six
years. He specifically mentioned lack of progresste construction of a power
grid, the failure of Pakistan Railways to acquaed for the railway lines, and the
failure of the Civil Aviation Authority (CAA) to aguire land for connecting roads
for the airport82

The difficult geography of northern Pakistan thammects it with China is
another major challenge. Some of the geographizstbcles are being overcome;
for instance, the bypassing of the Attabad Lakehilie help of a tunnel being
dug through an adjacent mountain and the widenimd) r@habilitation of the
KKH all the way from Chinese border. There are sa@vether issues that remain
unaddressed; for instance, as discussed above, ithap clarity on the contours
of the KKH in case of the construction of the DiarBdasha Dam that would end
up submerging a good 100km of the newly rehabédatoad. Moreover, the
Khunjerab Pass remains closed from November to Bigh year because of
heavy snow. The enormous 4,693 meter (15,397 &ttiyde of the Khunjerab
Pass presents truckers with another challenge:hheg to offload 30 percent of
their cargo for the crossing because the dieseiheagf their vehicles cannot
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operate at the optimal levels due to low levelsxafgen at that height and low air
pressure. In addition, the KKH is susceptible ttura calamities like quakes and
slides, as was the case when a massive landshid® lthe creation of Attabad
Lake in January 2010 and the subsequent submerganee portion of the
Karakoram Highway (KKH¥®) Will an upgrade of the highway resolve all of
these problems related to the rugged nature of¢ography that the KKH has to
traverse? Nobody is really sure. There is no denyhe fact, however, that
improvement of the highway and motorway networkth# way from Gwadar
and Karachi to Gilgit would substantially reduce thme taken by trucks from the
coast to the Chinese border.

There is also a need for greater clarity on how RGEC would affect
trade patterns between Pakistan and China; woutdedn even more imports
from the latter or the other way round. Some obemsnare already pointing out
that free trade with China has affected certainossdakistan’s economy because
of competitive imports from China, such as: papaperboard, and ceramiés.
Being mindful of the concerns that greater conwégtiwith China could
potentially result in greater imports from it, KthMehmood suggests that China
should relocate its intermediate level industryakistan while focusing itself on
the high-tech side, which would provide Pakistathwndustrial investment from
China in the form of joint ventures with guarantdmd/-back arrangemer(€s)
Except for the RuYi-Masood Textile Industrial Partre- contours of which are
not very clear yet either—nothing of the sort istbe table in the PCEC at the
moment. Hasan Askari Rizvi calls for linking Soutkia, Central Asia, and West
Asia. For that, however, he rightly points out tRaikistan will not only have to
take care of its domestic economic and securityasiin, but it will also have to
normalize economic and diplomatic relations witHi&i) This is a very realistic
way of looking at the potential of the PCEC for icg@l connectivity, and
regional connectivity in general as enunciatedhi@ Yision 2025. Direct trade
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with India and Afghanistan will have to be improvém realizing the goal of

regional connectivity under the framework of Visi2d25.

Conclusion
The Vision 2025 document rightly calls for regiosahnectivity, not only

through the PCEC, but also through other such gements with regional
countries. President Xi's idea of a “China-Pakist@ommunity of Shared
Destiny” for the pursuit of common interests thrbugnutually beneficial

partnerships has the potential of taking Pak-Chglations to an even higher
level. While the PCEC actually preceded “China-Bi Community of Shared
Destiny,” the spirit of the two, however, have béles same.

For China, the PCEC links up with its more ambiio8ilk Road
Economic Belt (SREB) project, thereby adding tositgnificance, especially in
the backdrop of the development of a Special Ecan@wone (SEZ) in Kashgar.
Moreover, Gwadar is important for China to conniéxtiess developed western
part with Persian Gulf and beyond for trade. Th&EBCould also be instrumental
in western China’s trade with Afghanistan, and ewdia, transiting through
Pakistan. Pakistan would also benefit from theditaof Chinese trade goods via
Pakistan. The PCEC also increases the market padtémt Pakistan’s exports to
China in the field of textile, agricultural prodsctand minerals, besides adding a
boost to tourism in the northern reaches of thexttgu

Developing on a strong foundation of friendly redas between the two
countries, the multidimensional PCEC is receivinge thighest level of
government interest in both the countries. Witreagrents already inked on road,
rail, and fibre-optic links, the development of Giaa port, and a host of energy
cooperation projects, the PCEC is very much onvag in realizing the goal of

bringing mutual prosperity to the two countries.
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When one looks at the progress on various infressira projects under
the PCEC, road projects appear to have taken tts¢ pnomising start. The KKH
is already rehabilitated up to Raikot and wouldcbenpleted all the way up to
Thakot by 2017. The first leg of the Burhan-Mansekiotorway up to Havelian
would also be completed around the same time. Bypgshe Attabad Lake is
likely to be completed before that. Work on the duiaKarachi Motorway link is
also on schedule. The only gquestion that remairmmswered is the substantial
realignment of KKH that would be required after ttwmstruction of the Diamer-
Bhasha Dam; and also the fact that a substantiabatof money would be spent
on a road that is likely to be submerged under whte another project also
incorporated into the PCEC. At some later point —estmprobably after the
security situation would have improved in Balucamstnd KPK — the relatively
shorter route of the Indus Highway connecting WitkH on the one end and
Gwadar on the other, would need to be made pattieoPak-China connection.
This would be crucial in dispelling the grievanaéshe people of those areas for
being neglected with respect to this project. As thoint, however, the security
situation is dictating the route options, whiclgiste understandable.

Railway is one aspect of the PCEC where a lot dfimopm is rather
misplaced. From the dreams of bullet trains betwé&amachi and Peshawar to that
of railways overtaking road network options fordeathe expectations seem quite
inflated. Given the prevalent inefficiency in Pd&is Railways, it is difficult to
assume that even the pumping of millions of doliate the upgrading of the
Karachi-Peshawar connection would bring any sulisiabenefit for the PCEC
unless some tough managerial decisions are tak#reimstitution regarding the
improvement of its working. While the governmentshgiven priority to the
projects related to Gwadar, slow progress on tlogepts has already increased

their costs by a dozen times.
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Although the security situation in Pakistan hasriowpd considerably, it
could still put a question mark on the developmaatential of the country in a
variety of ways. For Pak-China cooperation on tlk&E to develop smoothly, a
consistent improvement in the security situatiothi& country and the safety and
security of Chinese nationals working in Pakistaould be a must. The recent
political unrest in the country has also had adfiteearing on the PCEC — the
cancellation of Chinese President’s visit in Seftenfor the signing of several
agreements being one glaring example. The hostirofrastrative issues pointed
out in the previous section would need to be adeekas well in order to reap the
full benefits of the project.

While the establishment of Special Economic Zoneserrtain areas along
the PCEC alongside the relocation of some interatedievel industry from
China will help boost Pakistan’s export potentie-&-vis China, the PCEC will
not be fully utilized unless it will be connecteelgronally as envisioned in the
Vision 2025 document of the Government of PakisRakistan’s location at the
cusp of Central Asia, South Asia, and West Asiaesakideally suited for inter-
regional trade. The infrastructure developed unideCEC would help Pakistan
realize the dream of becoming a regional trading, Haut for which Pakistan,

Afghanistan, and India would need to improve tldgatomatic relations as well.
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