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The world trade gtatistics for the last two decades
rﬂv&al a mounthh iremd b;uér&uheconorléﬁrég*onallum. Théq
lnt%a-trdde of Lue‘d;volopod malket écénomjeo #ﬁd ceﬁtréily
planned eéonbmles has ris ﬁ at an extremely fdater:rdtc than.l
thé;inéeritrédenuin co;traél tlnctlon, the I@latlve lﬁulgnlflcanoe
5§f‘the‘intfa—traae oé LDCs is welluknowno The 19th Century straltw
jacket‘ﬁf international épecialisa£ion,‘basedton the cléﬁéibai
theory of compdrdtlve advantage, w:th indus triéliéed-Wesﬁvés the
centre and th@ primary producer& as 1ts perlphery, has beén allowed
to spill over to the 20th Century in thp vain hope that the growth
An the workshop” will be.adequately transmitted to the "granary'.
In‘point of fact, the low income and price elasticity of demand
fqp primgry ppoductsﬁ increasing low material ~intensity made
posgible by technological advancement, growth of competition with
.cheap synthetics, direct competition from industrial countries
themselves lead one to conclude that iurthcr productlon for agri-
cultural exports wnll only contrloute to the detelioratlon of terms
of trade, lnternatlonal action for commodi%& stabiliéationkana
compensation may at best freeze exchange earnings at present levels.
‘In the field of manufactuers, exports from LDCs facc high tariff
walls and a mix of insuperable non-tariff barriers. Indeed, the

degree of protection is directly correlated with the degree of

processing.

Under these circumstances, the course left to LDCs is
no different from that adopted by the Germany of Fredrich List

and the United States of Alexander Hamilton against British trade



' h;gemony, The LICs have cndeavoured to raise thé ratio of domestic
produétion té total supply through consistent import substitution.
However, import substitution is limited by the extent of the market.
M@st of the LICs have Limited domestiq_demando This is precisely
;the point whoré'ré@ionul finfanﬁgﬂ may héve to he nurtured in the
~context of én integration plan. Tﬁe UNQTAD has.alsb'recommended
.Q;éhat regional groupings e promoted among developing countries as
.a.méénénof'expanding their, intra~regional and oxtra-regional trade

and encouraging their economic growth',

. Regional Qooperétion for Development (RCD):amongs£ Turkey,

" TIran iand Pakistan is onc.suoh rogional grouping. The présont study

“ concerns itself Qitﬂ the promise and performance of RCD during 1964=
21971, and a critical'appraisal of the methods of cooperation followed

wand 'suggested iwprovements to move towards an intcgrated framework.

It goes without saying that the responsibility for the

. views cxprossed in this study is entirely author's.

P.7.
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Chapter One

THE, GENESIS

A Variety.of Approaches -

Anj“éearcg fof ££§”eigments inﬁthe genésis qf RCD brings
éut fwo extreﬁe views. Onao is‘symptomatic of the usuél opfimism of
an oferly pbliticiéed and propagandist approaéh aﬁd tho othér
indicates the pussimism tﬂat ﬁust stem from an OVerncmﬁh&éié of
!QconomiCQrealismo Both are'miéleading; Acco?ding to the first

.approach, RCD grew spontaneously”outyof the agg:g%@w%iﬁk§vinbthe

history, geography, faith and culture of'the three's It was even E
wondered why RCD has not heen carlier than 196#1 Its birth was é

viewed as a real first step towards the ultimate goal of Afghani's

i
Pan~Islamism. As such, the organization manifestcd the patural and %
S )

deep-going process of historical continuity.

y_important,

While the) non-cconomic factors are .unden

‘the major issue that could be taken with this approach is its
implication that econonic forces would automatically and necesaarily
follow any political institutionalization of the obtaining harmonies -

ical, Such a view might satisfy some

social, cultural and hist

s MM rin s gt £

“ipnorant enthusiasts found mostly in Pakistan, but'it is evidently
falsc in the scale of rcalism. In the first placc, fundamental
politioal changes are not easy in these day of seCulér nétioﬁélism,
‘Seqondlyy the removal of economic bottlenecks is a functio£3 £6t of

*political praxeology, but of the ecgnggggwgggggijx;yqig' v together

and the socio-political with to initiate and sustain such collective

growth,



The = pcopd approach, with its origins in Turkey, was. ‘that
:fhe case for any collaboration among the three countries must rest
:ﬁalnly on the max1mlzatnon of écanomlc gdlﬁuo Sinec the existing
:eéonomlc structurcs failed fo point towards such a p05ulblllty, the
5ﬁf5;ﬁéé£s for s meaningful grouping were meag‘ren The flaw in this‘?

approaCh is that it igmores the dynamlc Can1d€ratlons of economlc

glntegratlon which are specially relevant to LDCsp

- The mid-position in views, as in geography, was held by
“Iran. She was prepared for & comprehensive regional grouping. But
she would want sufficient safeguards to prevent any tendency

“towards the draining away of its balance of payments surpluses.
y ‘ et =Bt it b 2 hidtegi

Hore, the task is not to align blindly with any of these
.épproachesq but fo sort Qut the grain of truth iﬁ eaéh and dis~
cover thelr.lnter~rolat10n ships, so as to be conslusive to the
;ppssible extent in regard to the strength (or weakness) of various
;éléments in the formation of a regional grouping amongst Turkey,

Iran and Pakistan.

;gigféficdéQpltural Backlog

. The ties between Tran and Pakistan can be traced back

'3entury B Cu when Trans—Indus areas of Pa{lstan

-const;tu ed an econ”n;cally adVdnced tllbutary to the Per%lan

3,stdn° Tho uoL of Pers1an Mhecl in the Indus Valley



bears testimony to the fact that the increasgd‘intoraction between
the three peoples lod to this advance in meﬁy9§§79;M%r?;g§§§9n,

The Islamic dawn fostered a new and stronger clement of cohesiveness.
After the Arabs, the Iranians, Turks and Afghens became the torch-

‘bearers of Islam. They were responsible for the creation of Delhi

e aa——.

Sultanate and the spread of their faith as far as Bengal.

Most of the rulers of the subcontinent ever since Lahore

fell to Mahmud of Ghazna in 1020 A.D. to the last Mughal King in 1857

ey

were Persian-gpeaking and of Turkish origin. Uyﬁgmig”ng;QQHct of
this socio-~political millieu..The comparable instinctive responses of
_thovpéoplos of Turkey and Iran have_stemmcd'fromvthe cultural ianter-
Udgurses ovey ceﬁturicavbetween the historic Ghagng_agd_Kopyg; The
'qﬁéiity of a culture is, wore often. than not, a roflecﬁipn¢bf the
uétate of the economy. Beneath the process of cu}tg;31 ffqﬁ$mi§§ion

'lay a continuoug trade flow betwcen Iran and Ottoman Empire which

rot only initiated it, but alsc caused its sustained acccleration.

The struggle for independence of Turkey as well as Muslim

India is replete with memorable instances of cogprit de corps.

Sultan Tipu's endeavours to conmclude a military pact with Turkey,
the secret movement of the Shaykh-vl-Hind of Deoband, the episode

of Ghazi Oswman Pasha, the Khilafat Movement, the influence on Sir
Sgyziﬁgggﬂ?gyhiah reform movément, Hij§%Y§§§}way, thé expression

:Of reﬁéscent*pagsion £9r ﬂuslim sglida&ify durihgﬁthe.warS'pf
Tripoll and Balkan$ are guccessive links in the chain df ?§§:?g{¥ésh

amity.



Pre<CENTO Entente

'The establishment of Pakistan ga&e a new vent to the Pake.
Turkish relations as‘the_cordiality oxisting between the two peoples
was- for the first time reflected in State policy. These relations
:wore concretised on Julyvaé?”jﬁﬁj'when the Trog?y»gquriggéghip was
signed with a vicew to broadening the ‘scope of cooperation in the
fields of po}igé?s, 8CONOMLCS soqigﬁy and cg}fqyoo The two countries
recipyocatcd each other's stands on Keghmir and Cyprus. The all-
embracing Agrecment for Fricndly Coopgration was conclued on April 2,
1954 -which inter alia, included Defence. It is this Agfgement that

prepared to ground for a morc comprehensive military pact later.

The relations between Pakistan and iranl_ the land of the
Lion and the Sun - have right from the béginning been a perfcét
okample of good-po@é@bqqr}y_ﬁjp}imacyo The'first formal step in}this
direction was the conclusion of & Treaty of_fﬁégggsgiykgp_ngruary 19,

1950 to accord most-favourcd nation troatment to each other. It further
provided for the subsequeont negotiations of agrégmgnts on trade and

commerce. Pakistan stounchly supported the nationalization of oil -

industry by Iran in curly fiftiesj;

The‘community‘df approach boetween If@nmapd Turkey in
regard to relations with each other as -well as the policy vis-a-vis
rest of the world dates back to 1937, when the Saadabadf?gct was

signed. According to this pact, the QontraCting parties ~ Turkey,

1 Pakistar, Ministry of Information, Twenty Years of Pakistan,
seel-algo, Iran, Ministry of Information, Iran-Pakistan Ties
of Brothirhood, ppe 7=12% Abbas:Khaleeli, "Some Aspects of
Iran's Foreign Relations!, Pakistan Horizon, First Quarter,

1968,
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Iran, Iraq end Afghanistan - had agreed on collective security of the

2
region®. Since 1943, thore also existed a Trade figreement between

Turkey and Iran.

[

Anarchronisu of CHENTO ' 8 SR W i

e

The strategic 1mportanco of the Plddlc Eabt due to goograph1~'
cal proximity to UBSR has alway& 1nv1tpd a Clﬁuh of 1nterests betwuem
Big Powpfsu“Unitod States, by exploiﬁing Tyrkey’s-”traditional sus-~
piciou/df‘Russia o and external vulnerqblllty of. Iran - and by keeping
out Is raol to attract the Arﬂbm;g1Wdyﬂ Doupht to guxtnpo e the countrice
of this area 1nuo_a “NorthgrEJ?ler” of her plans for thc.m111tdry
developﬁéﬁﬁ of Russia9 Lonsonantly'she, in league with Britain, France
and_Tgrkey,.plécéd‘the propaéal of a‘Middle~Eastern Command before
Egypf on Octobgr 13,;195’0 It did:ndﬁ materialise, and obviously sé, L
since the lafer‘couid-nevar thiﬁk of it unless Britain evacuated the
Canal Zoue; The idea was abandoned for ‘the time being, .though not the
hopa. TheAAﬁdficéns studies.the developients in the arga;cargful}y de

introduced a Stratogic shift in their policy: they now planned to

_build up a chaln of qlllances betWOGn ‘the non-neutral countrics o

Tn 1954, as already notcd, the'Agrcément of Friendly Cooperation was

!

sponsored between Turkey and Pakistan. Oue ‘can't fail to notice the |
!

i

$

SignifiCance of the‘Afticle 6 of the Agreément which stated:

s

i Any state, who e partlclpatloﬂ is convidered by the
contracting parties useful for achieving the purpose
j of the present agreement, may accede tothe present
I agreement under the same conditions, and with the same
1 obllgattonﬁ, as the contracting partics, .

2 Donald N, Vilber, Cont@mporary Iran, ﬁ.BOé, o

3 Tlrouz Bahrampour, 1u1kcy. Political” and ‘Social Trﬂnuformatlon, Ps79s

4 Geoffrey Lewis, Turkey, De161-68.



'5Anothérﬁtfeaty of cooperation was arranged between Turkey

}:and Iraq on February 2k, 1955 which developed into Baghdad Pact in

. 105u than an year. Brltaln joined on 4 April, with Pakistan (23

joeptembcr) and Iran (3 November) following suit. United States'hgrm

self chose tc stay in as an observer. Iraq quit after the coup d!

etat of July 1958 and the organization had to be réenamed as Cvntral

'Trbaty Organluatlon (CENTO).

For' the most part, CENTO failed to come up to the expect-

~ations of the regional members. Their disillusionnent continued -to-

) B ) o PR B
- inercase as the divergonce between their interests and those of the

- Big ‘Poviers bhecame more and more conspicuous, Lran has. always. been .

.. skeptical ‘about the adequacy of the organization as a defence

P

mechanism unless United States joined as a full member. Since the
later decmed expedicnt not to do so, Iran tricd,to find out the

ipossible al: ernatlvo courses. LThe most lmportant plank of this policy

".

Cwas to nr- -?E; On September 2?,'19§§1,the Shah
suggested an “%?yan'ConfedératiOHS”, inélgding ﬁfghgnistan. In spite
of the fact that the then Pflmo Ministers of Turkey and Pakistan
were -quite’ énthusiastic about it, there were real obstacles tq its
formation. The foremost Qas tﬁat Afghanistan was not prepared to
compromise her nonqi%gpmgﬁto Fﬁrthcr3 the Pakhtunistan stunt
pravented any cordiality in tho.PakpAfghgn relations. Thus, it took
the Shah a PDOd two years.befére.his mediafory efforts could.restore
the dlplomaulc relutlob» botwcon Pa&lutan and Afghanistan on; May 28,

1963, Furth rostill, thore ex1stod a water _disputec between"lran and:y

Affhanlgtan Then the for01gn pOllClLS of Tuxkcy, Iran and Paklstan

o ot TR ey e 207 S o crtwmacs.

5 Wilber, ¢ cite




were by no means identical. President of Pakistan, though approved

of the pro;os&l in 1962 nnd again in 1965, visualised these impediments

and warned

workqblllty

orientation

a next-best
it, "we can
development

the east',

At
of course n
of conflict

not enmth

agalnst any' hasty decigion. . Novcrthelyss, the immediate un-

of the confederati idea onl sorved to ZntenSif 'Iran's
ation i y, i N

§9wardsvthe refiono The appro ch of nuccu51ty was cautious:

Bl

arrangenent hﬁd to b@ thramheq out bofore,:ds the Shah put

b1

assist even verb lly in ‘the fune ral of CENTO®M, A major

in this_direction was the opening up of Iran's 'window to

a great setback to thé”véry raison d' etre of CEN‘I‘O°

the same time, opinion in Turkey had also been mount1nb,
ot on the sane: scale as in Lran, that a-more”rational way
resolution vis-a-~vis Russia would bo to promote amlty, and

through alliances with cold-war origins..

~The Turks' crazce for ”Luropoanlzatjon" bogan to be erodnd

aftor NATO Let thom down over prruQ. The consciousness that they :

were individually rrostrate to the Europoan giants was not hard to

ohserve, To

top it all, the irreconcilability in an oriental envire

omnent of wany a concomitant of secular modernisation lent great

strength to

the proponents of pan-Islamism. The slogan of '"Come

back, Turkey" now fell on inercasingly reccéptive ears,

The bittercst OppOBLtJOM to Ch NTO came from Paklstana

"Indian Challenge'", if that is the correct phrase, caused in

Pakistan an

urge to exit, as it did to enter, military alliances.

With the Indian Democles' sword not only still over head, but also

uharppned b

y a country to whom she was the most "allied ally',

R ...-—-._:_..-,-.-.-._._.1__.-

6 Quoted in Economabt Intclllpcnco Unlt Quarterly Lconomlc

Review of

Iran,No.2, 1967, pe2
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Pakistan paid an extra price in the form of Russian misgivings and
Arab apprehensions. And this

“More than nullified whatever economic and
military adventages we gained from the pact’.

It was in ?akistan_that the iﬁdonsiétency between the
objectives‘pf élobal Powers aﬁd smallef counfries proved to bé the
greatest. india, along with Japan,nhad éiways.figured MOst'prominently
in'thé plans of Apmerican strategisﬁslin South-East Asia. Nehru's
negtralism, however, thwér£ed these plans and Pakistan was accepted

as an unhappy substitute for the timé being, The unilateral cffoets

in the form of highor allocations o}'economic aid and technical
assistaﬁc;”éé Indié.tﬁaﬁ Pakistan continused until it had to lean
towards United States after the dofeat at the hands of the Chinese

in Ledakh and NEFA in October 1962. India was nov a fecipient of
massive military aid without any. obligation“for;an“aWKwQ;d_rociprocityo
In response to Pakistan's repeated protests came. only a warning from
Mr. Ggorge Ball, the'U;Su'UhderwSocrotary ol State, in March 1964,

that Pakistan

'will not carry relations with Red China to a point
where it impairs a relationship which we have.

A1l this wag, of course, in line with the change in
American attitude towards alliances, caused by a hipaly dynamic
military technolegy, and adopted by Prosident Kennedy who regarded

Baghdad Pact an unhappy wonument to Mr, Dullcsgq

As a consequence, the nced for a bilateral approach to
foreign policy,. diversification of sources of aid and partners in

trade and, what was more siguificant from our standpoint, some

? Mohahmad_ﬁyub:Khan, Frionds NotQMastcrs; P 156
8 Z,A,'Bhutto, The Myth of'Independence"chapter 5.




multilatera. arrangemenit dmong the neighbouring Muslim countries

had begun to dawn.

:This rather’éxtonéive unalyéis-of the political and
.military devélépments'in the region hringé to- the fore certain
similar tfcnds in thé throe countiieso For one thing, groving
,diSé§§QEHE%9nthith the West suggested the need for a reapproach-
mcﬁt-ﬁith USSR, of course with a varying degree and without a
mnjor:realiénmente For another, it Hnd begin to be understood
that an 33ﬁ99%§ﬁiQE~Qixggpq@_@géingtfngﬂﬁ and‘withodt any extra
regional control, might be o be“‘:“-5‘.%1.Eiiv?&%,,,_fQ.lf__.__JFl}e.lFf‘?%i_on()'_
Negatively, therefore, the formation of KCD was fﬁe:diropt result
of the failure of CENTO, ?o;;;;yg;y, it was the CENTO framework

which made possible a high degree of rapport and understanding

among ''the three" that led to RCD,

It is undeniable that the idea of such an association
emerged directly out of the high level of rapport and understandi
made possible by the CHNTQ framework, said Ayub Khan:

-But for the Eaghdad Pact we would not have had the

necgssary expericnce of é¢ach other which helped us
to evolve the RCD pattern of association.10

11

. .

ng

o

? It is well %o note here that "U.S.5.R. and other socialist
countries favourably regard the idea of developing countries
setting up their own economic associations'. See, G. Seleznyov,
Trade: A ¥ey to Peace and Progress, p.55. o

"Ofyub Khan, opecite, p.157.
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In this regard, Hre Zoae Bhutto renarks were more candid,

He: wrote:

! Relations between Pakistan, Iran and Turkey have remained

] cordial since independence, but the RCD did not come into

E boing until 1964. It came into existence only when CENTO

j weakened, Had CENTO remained active, its shadow would have

| proevented the growth of a natural development like the RCD.

| Once the large shadow of CENTO was removed, a-more harmon- 11
} ious arrangement was found betwcen Paklbtan, Iran and Turkey.

To the extent that CENTO furnished the requisite spadework
in the form of road, rail, air and telecommunications links, it is the

most important procursor of RCD, By the time 1t becawe a mere an-

achronism, the three lost no time in agreeing in principle to work out

an alternative pattern consistent with the changed circumstances., In

————— s T

prqctlce, however, the nature and scope of such a pattern of associ~
tation could not have been. dutermtneﬂ without taking. cognlzance of

obtﬂlnjpr economic realities,

e e s s

Beonomic Realities

,Cultypélﬂhgmpgquiﬁy,and absence of scyergupp}?ﬁégal
cgnflicﬁ ara impoptagt“byt‘n9ﬁu§2§fégieqt conditions to form a
comprehensiveiy defined regional g;ggp}pg unless the net economic
benefit is greater than maintaiﬁiné the status quo. This scction
pruports to dwell at some length on the prevalent trading arrange-
ments and problems arising thereby at the. time of ostébliéhing RCD

with a view to aSQ‘solng the extent to which they bore upon the

e s At & st o e = e

definition of the concept of RCD,

I, ImHﬁFtw9§.@@Cﬂ

11 ZoA. Bhutto, Pakistan and the flliances, pe63e
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With the inception of EEC, the three countries were
el A et RN : _
seriously cxposed to the danger of a sizeable cxport recession.

Threé types of cffects can be distinguished:

(1) Income effect,
(i1) Diversion effect,
and . (qt) Terms of trade effect.

With their tongne in cheek, the protagonists of BEC
npue i elieck, The protagonlsis ol -
maintained that ‘thore would be an income effect in the sensc
that integration would stimulate growth within the community and

henee a rise in importst:

The pie to be sharcd will grow bigger and bigger

Cevery vanp e
every yoar .

Tuis argument io h;ghly”uhtonﬁbiea Firsf{:given that
incéme levils rise, the riégliﬁTiﬁﬁéfﬁAqqgagity is - most likely
to induce o grqqﬁggwiqf}gwiéﬁﬁpfiﬂgrx ﬁroduéts which are already
subject to ZQKQHQQTQQQ“Egt@inq;_?gpiff,.Secondly, even these: .
‘primaries would be imported preferentially from "associated!
cquntrios to the detriment of other LDCS,’Findlly;'no:matter how
large the income effect, its general'impact'isfundosirgble ingofar
as it resultsiinto a continuation of the Third World aé the
"wé;ld'é.§illagé“;

. Of greater conqefn ta'the'LDCS'is the ‘diversion cffeet,
imp}yingﬂgrteydency to domgstically produce .that was imported in

the . pre-BEC period. The RCD products seriously prone to this effect

12WalterﬂHﬁiistéin,'Thc European FEconomic Communitj, PP« 48«9,




1k
»inCludedvcottonﬁand.jutp textiles from Pakistan, céfpets from Iran

ﬁnd tobacco from Turkby, the 1ater as a consequenCG of Commcn hgrl—

cultural POllCJo In addvtlon to closurg of LEC markht, tbeso'

countries algo faced discrimin Ligg igW§hefa§gociat ) mw;;&tories.

It was held thﬂt 1ncone effect will SUbbtnﬁtldlly offset
the diversion cffcct 1% Tho fﬂcts prove the contrﬂry.vuccordlng to
QECD flgure:; thu growth rate in BEC fell from 6 per cent in 19505
.to 4 6 por cont in 1960s, The reason was tae insignificantly

realised economies of hcale and spec:l.'xllzauono

The terms of .féde of the producto'that could sﬁééessfully
jump‘over‘th- tariff brrriers would deterlorate bécauoe fﬁo increased
communitygdvmwnd would tend to raiso the relative'price of exports
and lower tlie prlcerf fallznb :mportsc Beuxdog thl primary deter-
1orat10n the con bequenf balance of pa&mepts‘pre ssures would cause &
éecoﬁdary d tbrloratlon% The trem?ndouuly 1ncroaocd bqrgalnlﬁg power

after 1ntbgratlon Lnabled BIC countrles to dlctqte terms of tradea

liéa@iq@s’ofvﬁhlargggwgﬁc'[

Qa . Im
hb.‘Paki;tdn wag'aoubly'thféatenedvby EEC. Her manufactured

cyportu,vappr001dbly rlslng ‘as’ the. ‘process of duvolopment agceler-

ated, were,. on the one hand, subjcct to_Eng90mm0nfExtérnal Tariff;

on the other hand, . the pog 1bllity of Brltaln 8 entry posed ;a real

dangcrn Paklstan ‘depended | for oneathlrd of hor bXpOTtS on the

e claed

enlarged LE@ The socond BIltlEh appllcaflon for membershlp after

the unsucces sful Heath ncgotlaflons of. 1963 (anlrmed that the later

13 Em1le Ben01t Eurqpe at Slxcs atd Sevensi7p°175°_
% Isian Frank ‘The European Common Market, pp.151- 6.
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market the beginning, and not the ond, of afforts to "return! to
v 3 Ey b} o o
Europe. In Britain, the Lobour Government went back on its own

"five principles’, which.inqorporatedaguarantees,ﬁpr-CbmmOnye71th
th

‘trade ‘- most’ important from Pakiston's standpoint. Her role as

. L
Phimerican Trojan Horse in Burope! was on the wanc. In BEC, the

principal hurdle had:been-fqmqvcd with the exit of de Gaﬁlié; 

Economically, a clear balance of advantage was envisagéd for British

‘industrys, Kitziuger fruly voiced the prevailing British sentiment

‘when he.statedt v

A stronger Commonwealth, Looks a poor bet, when British
trade with Overseas Sterling Arca has been stagnant for
eight ycars while our trade with the Six, in spite_of
our remairing outside BEC, has more:than;doubledoj5.

L

15 a consequence of the enlargement of BEC, Pakistan would
lose Imperial Preferencss enjoyed under the Ottawa Agreocment of 19%2
and " face Common Uxternsl Tariff of 18-%2 per cent, import-discouraging

taxabion and roverse preferences.

The cconomic ropercussions of LEC thus clearly suggested the
fneed for some action on the part of Turkey, Iran and Pakistan in

economic selfi-~defence,

3. Asian Common Market ~'An Illusion

o . e -
- The “immediate selution that came to the mind without thought

Was to pay the BEC back in its own coin. i.c¢.. by unitiss into Asian
p y T g 1 ) J N tal -

Common Market (iCM), It was belicved that formation of 4CM will

compensate for the loss in exports to EEC. But the stigma Of'ebonomic

15Uwe Kitginper's Introduction to .intheny Monerieff (ed.), Britain and
Common Market, 1%7, p° 5« '
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and politico-cultural forses in (sia is that they are centrifugal
_rather than centripetals The EC4FE, which pioncered the idea of a

regional cconomic grouping in Asia, found it. Hopelessly infeasible.

This was explainad in more ways than cne. First, fisia is a scene of

gome.of the most irrecgnqi}qb%?wyol@tiqéi“pﬁﬁhqs and jqé}gﬁ%ies
whiqh, combined with an unuégally'dispersed geography and di%erse
cu%ture, preclude any sense of-roéional togetherness. Consequently,
Asiqns have failed to accumulaﬁe a fund of experience that could
.adequately furnish‘the basis for a commoﬁ oéonomic'sﬁbcrstvuétufco
Postwar reconstruction, nocegéiéating cooporatioﬂ, was aﬁ eiélusively
Eurppeqn phenomenon, Sﬁggmd;y,'thu sacrifice of s&vereignfylrequirod
,bj;a,suﬁr@ngtional body like &QM,ig npf-possiblﬁ amgng the national-
.is£ic éndﬁiﬂd?ﬁ?nggqggfgggﬁgigQﬁwwgﬁéyﬁwgﬁgﬁgﬁoTTﬁ; logical outcome

of nationalism is the gursuance_of autarkic economic policies ~ the

very amtithssis of in*ég;&tibn, Thirdly, the-cémparability of levels
Qf_govolopwont_~ a very important precondition to intcgration - is
conspicuoué by its absence. ""The big brother takés it'all” iésson

from Bast African oxporimonf in integration seems to haVe béen We Ll
learned by smaller countries -in Asia. Morecover, a uniformly protccted
région'with widely disproportionate growth is likely to lead to a
wasteful allocation of resuuroe526 It should be remewberced that this
disproportionality is in no way a reflection of economic complementarity.

Fourthly,,the emergence of a large economic bloc like 4CM might induce

a series of retalintory moves the world over, conflicting in this way

b e,

Mgir Roy Harrod, "Economic Development ond -isian Regional Cooperation,
~Pakiston Development Revicw, Spring 1962, p. 69.
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with the lorvnrun 1ntere>to of dsians whose extra-reglonal trade is

more important than intramregionai trade. This is ih spite of'high
1ncomc elasticity of demand for #sian goodnbgﬁd the tcndency to
pr*fer cheapcr consumer Goods and olmpler Capltél goods.7 Fifthly,“
trade~diverting cffects Wlll outweigh the trade;creating effects
gince not only the industrialization is in éariyistages, but also
the natural resources exert a dote£m1n1ng JvfluenCL on’ productive
activity. Finally, freeing of faqﬁgymmqu@gnﬁﬁugi%l'become a

olitical '"hot potato" as most countries are overpopulated and
» QL _pota : rpopulat

capital=hungry.

On'the‘whole, éonditions in fsia are noﬁ\ripe for a .
.pppppehensiVe economic grouping, though itlis not Suggeéted éh;t
it should not be retéiﬁed éé'a~long¢tormigoélolln thewméantimé; the
need for smaller groupings among geograpﬁically oontiguous‘éoﬁhtries,
" showing greater sense of subwregional solidarit& and with objectives
”fhatAare not ové%ambitjous,ﬁcan hardly be exaggerated. The grouﬁing
suggested for South 4Lsia comprised of ?fan,J%fghénigtan,'Pakistan,

India, SfihLanka and’Nepalj8 The suggestion went unheaded; and for

between the two L&r”OSL mcmbers, Pakistan and India, did not exista
iiny economic arrangemeut W1thout Indla would not be of much beneflt

to Nepal. nfghanlsfan also falls in thc Ind1an Sphero of 1nfluence.

g o = 2 e oot

17 1. T. Lakdawala, "Irade Cooperntlon within the ECAFL Region',
Pakistan Development Review, Winter 1962 p. 516,,

|18
* Lim Tay Poh, "Reglonal Trade Cooperwtlon among iAsian countries',

Pakistan Development Review, Spring 1962.
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It was only between Iran and Pakistan that a good community of
interests existed. Together with Turkey, they joined under the .
‘banner of RCD, h Sri Lanka daily, The Sun, onee reported about

Sri Lanka's intentions to join RCD, but it could not be confirmed.

' In the sum, the immediate impracticability of the ACM
idea was an important event in the process of evelution of the

cencept of RCD,

L, Turkish Model of Association

Turkey had negotiated the Agreement of Assog%qﬁ}gy with
EEC when .the idea of RCD was put before her. Before the extent of
the bearing of this &greemént on the scope of RCD can he scertained,

it is necessary to throw some light on its contents.

Turkey has to_depend on EBG for one-third of her cxports!”

‘She had been trying to secure her position right from October 31,

‘195 when she flrst appllcd for a55001at10n. The fAgreement, 'however,

S

gcould not be signed before ueptempqgwjg,w19§3, entering de jure

and de facto into force on'December'1, 196430»'"

The scope of th@ asquiatiGn'wsS'limited, though an

eventual membership through thrcr cru01al_utu5 was env1saged

1% A A
Gl 83038

m £ ~ 3 ORI ¢ L |
Y L LA 18] a1
Turkish Fconomic Review

tions © N

qu-June 1966

i Ral
HILV MO0
¥,

20 Turkey, State Planning Organization, Second Five Year'Deﬁelopment

Plan P 136,.
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The flfst stap e'wﬁs at"Propﬂratory Period" o five  years

in whlch Turxey was ruqulrod to strenythen hor conomy and co%nerce

Voo "

th@,gs

purposo,

ISRREN

[agag

S

y Period"

RENAE

i custQm% unlon wxé)qéﬁtemp~
..?‘:L‘ 4 %"i N f L‘.‘l"‘i

lated to b@ gradually dovelopod over the "rang 1tory Purlod” of up to

|.||‘ . ?

Mrkey would adopt the Comimon

Customs Tarlff and harmon:ze ¢ts pOllClQS for transport COmpetltlon
B ST "i L . et
and labour ﬂovements. ho the full ouatoms unlon crybtallloed w1th nere

and riore polxcy ooordlnatlon dnd a(optlon of Common uxtornnl Tarlff,

“the SOhéallcl ”Def1n1L1VL Stnﬁe“ would be rcached whercby she could

apply for full umbOTshlp of uPCéqiﬁz::ﬂ.7 ¥ i{\

Thu great Truklsh 1nturout in mLC mely refluctcd her

41 SRR ".. . N

'

attempt to stlck to ccononlc ratlonalltyo Whlle 5he burned eastwardo

=

- 'T‘ w(‘",

clearly lay in the

‘;ther, two frlnqé "QﬁAngiiQ'§QWere applying:gfeat,pressure for

a'bpoqdubased regloqal;grdgping wiﬁh’nb.eXtraregional inf;uenceﬁ.

21 A,B, Walsh. and . John Paxton, The Structurc and the Development of
the Common Market, ppe175-7.
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:The modua V1vend1 workcd out as:a result, full far short of the

expectatlons of Iran and Pdk16t0n§: Turkoy succeecded in keeplng

thexayrangewept lou 5e and any coopgr tlon under 1ts ausplceq

could be bqrried out nut-w;th-btandlng ‘he:

¢

E#s the . Istanbul oummlt Conf@renCu noted, ;3“; T fﬁﬁ.- SR

7’Thls new collahoratlon hould be- carrltd out
in a spirit of rcgional cooperztion notwlthstandlng
i their (Turkey, Iran and Pakistan) activities as

i members of other org uatlons of a regional
' characterq" B

,.p-v’"‘"

: »T% is "o'ﬁ fre“dérd ‘thats o o
' | One member, at least beoiev, was unwilling, to.digcuss,

fln any grcat_gotall, proposal "for a more. formal
} organlzwtlonﬁl structure sasoc0enBe

. » g T S L S St "3,\r h
gThe point that needs emphasis is that Turkey had great stakeg
[in 50001atcd status and eventual membershlp of DLC. Anyth né

tha% becaxe 1ncompqt;bl wiyhkﬁhisfépgegfiyéfip ﬁvfﬁﬁ§§ﬁéntglf

~sgp§grin;thq~cgurﬁg;o§~time;woaldvﬁo$fhavé béeﬁnaécepthbl to

b@ru?Tpegimpaqp,gf‘ﬁhiﬁ attxtudo lS reflectcd 1n tho llmlted

ebjectives of RCD. . L

5ﬁfiny Brltloh ncgotlatlons fur nwé$;  FGdeEC'in'1963;

1 \

certzln prov1slons were mnde to_gafeguard the tradxng 1nterests
of the countriegﬂof "ecategory one'', including Pakistan, India.and

Srl LankaatIn the Tirst place; a tr ransitionnl period was allowed

il ek

2ZIran, Imperlal Ulnlwtry oi Borelgn “ffalrs, Tr artite Summit
Conference Istanbul, Documonts and Communlquo on RCD.

3RCD Secr@taylat monthiy Bulletxn,November 1965, P'18°=1haw
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£111 1966 with a view to (1) staggering the dismantling of Common-
wealth preferonces and theif replacenent by Common External Tﬁriff
 5ﬁd (2) prov1d1n rcciprdcal‘tarifi oductlon on sorie productso In
:thé'cecona plaéu, a comprnhcﬁ51ve lrﬁde.upr sement for the long run
was cdntempluted, COVerln”'tﬂTLjf DOlle, quAntlf“tlvo restf:ctlons,
volﬁﬂtafy lihitation agroelonto; etc. In case the pqrtlns falloi to
reach.any agreement tlll 1966, the trqn51t10nal pcrlod was propoaed

to be extended until 1970 when the Treaty of Rome would be OpelﬂLLVb

in its .entirety>

Pakibtan, on its part demanded adequate compehéatiéﬁ

for the- expected worsenlné of bnlunce of p&ymunts under the GuTﬁ
rules. RpClplUClty in tariff reductlonu,‘to quote Gunnar Myrdal is
nothing but a “false principle of equality among the unequal"° Mutual
tariff réductioﬁénbotween thé #5150 and Paﬁisténlwould‘be suicidal for
later's indunfrial development, Pakl-tan prcsued iﬁr alnonwfecnprocal
redﬁotion of tariffe on her manufactures, tqtqllabolipigp_Qfmguanti-
tative restrictions and tariffs on products whosc importance for
Pakistan was substantial and for #lC infinitesimal, and postponement
of Common External Tgriff.until the conclusion of Comprehensive Trade

Agreement.,

The BEC retorted with the usual tactics DJ delaying to

declare the intents of the Comprchensive Trade Apreement. The European

Eeonomic Commission probably wanted to retain this weapon in its

2k

Pakistan, Ministry of Financey Pakistan Fconomic Survey, 1962-63
and 196364, pp.80-4 and 84-5,
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armoury to use as a preas button, not only durlng any sub&equent
negotiations w1th Brltntn, but alqo when bargnining dlrectly w1th
”Categdry one! oountriebo In Janu ry 196% "Pakistan hent & dele~
gation to Brusslesa.Thcso.discussions with the Buropean Qommission
foered'no way out of the unéeftaihtyiprevailing-about the future

trade prospects.

Tran safeguarded her interests by enfering ihfé a trade
dgreement with LNC on Oclob_r .4, 19%3, providing for temporary
tariff concessions for CQPpCt (Persian rU””), carpet@ng_and
“knotted rugs, dried grxpos,‘dried'apricots and caviar, Also provided
‘were the no¢disoriminutory tﬁriff'quotas fdr.raisins.‘The agreement
wes renewed in June 1967 dfter praﬁf&cted deliberations between the

Europenn: E¢ »nomic Commission and the lranian Ministry of Economy.

RCD Lombs into d“lnr

g i e e e

The discussion thus far has brought to fore the complex

of developments that had been taking place before the>advent of
RCD, The initiative came from Pakistan who had been hard hit by

these devolopments. Iran, though only marglnqlly ufiocted, supported

Pakistan in the hope that a laruar”mg;@gy might help accelerate her

1ndustrial'transformatiopu It was, however, the inadequate flexibility

' . .

demonstratéd by Turkey on "firm econom ounds' that defined the

pe

aCLual scope of. ?FD,‘dub for the troucnuour Cor%'ﬁWiﬁy4ip nens~:

sy <

economic relations, Turkéy woulﬁ'not havemagrséd to any such arranfes-
ment at all. Morcover, Turkey was not willing to make a hasty

decision about the futurc of CENTO.
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The Tripartite Summit Conference, held insIstanbul during

\:.

20—21 July, 1964 revzawod thb Report of the I1 1stbr1al PresSummit

)

Meetlng (Ankara. July 18—19, 1964) on Economlc and Cultural

,Collqbo:atlon between Pdklstﬂn,_lran and Turkey and aprhed 1n

P RV

_prlnclple tn form what cane to be known as Ppglonal Ooopcratlon for

qDevelopment (RCD) amon;st Turkey, Irun dFd qulot?nn Ehn ob3uct1vos
: - :
were 1rr1tdtlnLly 11m1tod The requlslte organlzablonal r~fructure

"‘.'n 1!.

was not clearly defined, Indeed, the ch01ce'of a cumbersome name
like Regiconal Cooperation for Development ‘fitself was indicative of
. ‘e L ’ " . N : o eTe v A S s

the m arglna¢ -economic significance of the organisation,



Chapter Two

. THEORY 4ND FuCTS

Défining'e?onomicl%gﬁggggﬁgpn ié a pretty c¢. i ive proposiw
tion due mainly to fhe angrm;ygﬁof;itg.degrees and fofms; Hé'a point
of depéfhuré,'it ié conceivaglg-a$ é;c¢nsbibué attempt to devise a
-framework for{thowfainnaliZQtionTpffcfeatiOn'of sconomie infer-
1conﬁexi6ﬂ'gé£Wéeﬁ%£wo of.more.coqntries Qifh a view to maximizing

xééonomic.gaiﬁsg

i Summary View of Existing Theory

" The received theory of economic integration1 has'ceﬁtred
round the proposition that a geég&a:.f:ally discrimiﬁafory disturbance
of existing obstacles to trade affords a second=-best arrangement for
the improvement of static efficiency. The welfare of the partners in
a union will, it is maintained, increase as a result of economies of
scale and specialization, greater competition, higher productivity
and improved terms of trade. Whether this will actually happen depends
upoh the relative strength of the opposing forees of trade-cfeation
and trade-diversion, the former being defined as displacement of an
expensive home source of supply by a cheaper source from the parther
and the later as the displacement by an cxpensive partner of a cheaper
foreign souvrce. Formation of a unicon is saild to be beneficial if the
trade-creating effect outweighs the trade-diverting effécf, Figurés 1 &nd

2 help explain the two effects.

1 Jacob Viner, The Customs Union Issue, Chap. %, pp.tt1-78; J.E. Meade,
The Theory of Customs Union, pp.3i-41; R.G. Lipsey, "The .The :y of
Customs Union, it General Survey", Economic Journal, September 1960,
ppe 496~5133 Harry G, Johnson, "The Economic Theory of Customs' Union',
in Money, Trade and Wconomic Growth, chap. L, pp.t6-62. '
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In figure 1, Dh and Sh are respectively the home démand and
supply curves. Sp is the partnor supp1y curve without tariff énd Sp
is the same curve with tariff in Figure 2. In the”pre~union period,'
the home country demands 0B, of ﬁhich Oi is suppliea by the home pro-
ducers and 4B is imported. After the abolition of tariff in the post-
union period, the home production falls\to QL and consumpticn rises

' : - Lo
to OB, The total trade creation is given by,

- . ! '
CDE + FGH = % [(AA' + BB) (TT)7-'

- %z[w(.miﬂ GH) (CE/EEGZ]

Trade diversion effeéct is shown in Figure 2 where Sf is the
foreign supply curve. Before unicn, the home country imports OJ from
the foréign source at a total cost of(xkﬂh After union, she imporis
Oa from the partner countrys The original consumption of Oi? however,

1] .
now costs OADR. The loss from trade diversion is thus given by
OA'DR «~ OA'CT = TCDR

It is this loss that has to be balanced against trade creat-
ing effect as the criterion of uniting into an integrated economic

bloce

A

Besides this inter;country substitution, there cpuid also be
{

an inter-commodity substitution whereby a change in relative prices

causes consumers to substitute one ‘commodity for ahother, at least at
. ; o

the margin.



27

The Need frr a Dynemic Interpretation

Such .a theory -of economic integration, with its objective
funoti%ﬁ_hﬁ:welfare,:failg:éo ;ffef any‘gétisfadtdry explanation of
the regiondlogroupings nmong I@Cs.like‘thc RCD mdmbersn‘Théﬁprqb;em‘
in the later is econowmic suf?icignéy, and:not economic efficiency ig
the sensc that the -emphasis is'dn érehfing useful employment OPPOL-
tunities for their“ever-multipiy;ng‘numbergnon the basis of what?v§r
capacity can be built up in the gphére of production.: Yhat is requirec
in such countries is not economié iﬁfegratién rgnggj but aS‘a means -
to accelerating their structural trénéformatién. Econemic integration
is ‘desirable to the extent it heips achieve this objective. As such,
‘the théory needs. to bhe olabpréted‘to inolude dynamic considerations

of sustained economic growth,

The criteria for judgement in RCD countries, therefore, is

not the balence between trade creation and sradé diversion, but growth

ereation cad a net exvansion of intra regicnal trade. Thus if the

P e e T

effect of integration Zg to substitute a high-cost partner .country
for a low-cost third ccuntry, it will be négotiation-worthy insofar

as it iwplices the utilization of idle capacity and a transaction
. P T e ey

dnvolving no use of scavce foreipn exchange. It might even result in

some increase in efficienoy as the scope for realizing economies of

scale becomes greater. dgain,: this inter-country substitution should

— B e - e e P

be viewed together with a special type of inter-commodity substitution
the post-union increase in the consumption of a commodity in a country
= ase iu the consul .

.imported from the partner, making way for more investment in that

commodity as a result of enlarged market, will (1) after consumption
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pattern tending towards greater wolfare: and (2) induce new invest-

m‘“
Dﬁ;

ment in the productioﬁfbfkéFcbahdﬁ{fy“iﬁ;ﬁﬁ ﬁ

less 1nefflclent. [n a stqtic\ggn&eg_therefore,heoonomic integro-

-
S e Tl . ey
i . ‘ . R

tion among xCD cwuntr ¢s fails, at least in initial: phases; to

Ve

brlnw qbout a onerwl o tanlzatlon of rices of idomestically and
S g P b

. international1y tra@gd gggds%;ﬁut in a:moré i@porﬁant.sengé; icee
inrq dynaﬁzé scnoe?lit.is a second«bcst.solution in that-intra-
lruglonal &ét%ld Jatan 1uitlﬂt0".ﬂ tendeney towards optimum by
'.altefing prq@uctiqn patterns and relative priccs. It must,-however
belféﬁémbeféd:that an inoomﬁatibilit& between intra~regional trade

expanuann anu cqpaclty to 1mpo;t capltwl Uocd should be carefully

- ey

uardcd qgaxn t?

The discussfon s6 far boils down to this fundamental
hypothe of the dynamic theor?'ﬁ? economic integration @ the

rowth pro'pectu for LPCM 703n3ng an onlarred market 3ro prcntor

th an. theﬂsum uf thelr “cparato rlowth pro%poc%u, cntrls parzbuso
| ,

o,
e - |
In other wcrdu, it denls wlth the complcy of :Lnteractlnb llnkq

betweén structural flexibility;_gize ﬂnd exn<nt of the mﬂrkot and

degree of its liberalization and tgchnologioal possibililities

The relaticnship between @conomlc 1nfegrat10n and economlc
growth unfalds itself in a nmore perceptivu manner when Viewed with

particular reforenge to the choice of Sﬁrutogyo

v

L

Balancod growth strategy ,idefincd as the Synchrdnous
devélopmont of mutually CDnSlStht and organlcally unlfled 1ndumtr1dl

structure, is 31m1tud by the dbi]ClUdCl S on uupply sides’ ObV1OleY1
2 Hiroshi Kitamura, Gonomic Theory and Regional Beonomic Integro-
tion of Asia', Pakistan Development Review, Winter 1962 ,po 4964
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lities of making up these deficieneics are likely to be
’ ‘ ' 1y AR TR

tho:pqgsip%
S e .
DU Fovion

mord; when ;the resources of a region are pooled than within the
L R B U = LT T . LT
‘national fronticrs. But it is under an unbalancod growth strategy
that market limitaticrs play a greater role. The. development of a

few leading sectors with strong backwnrd and forward linkages and

N
1 0

b%séd:bn thé-Crcaﬁiqn‘oi prossures, tenéions, incentives and
;cﬁailénges involves an iﬁbaldnce in supply:and demand which 6ould

be adequatcly corrceted through integ:rationu Hence, regional groupings,
.b& eniargeméﬂth@f.markét and greater spGCializatibn, are greatly
'rGSponéible for éccelu‘éting the rate of econowic growth, whatever

the strategy of econonic growth.

An intercsting case can oo made fof combinfﬂg fhe virtues,
and minimizing the‘illééffects; of both‘balanéed and unbalanged growth
vstrategios in an inte;rated markct. The essence §f’éﬁ0h a¢§tfategy is
to crcate certain highly dynamic growtp“poinﬁs on the basis ?f the
economiés nf scale;ahd technological poséibilitics available in a
regional market and in gccordanco with some agreed pattern éf speciali~
zation, The growth points, and the radiation of growth from them, are
krought into balance by coérdina?cd planning. Eopnomiqlin{egration
thus leads to a mutually supportihg and C5hplementaryiindﬁstrial

structure.

The RCD Deonony ¢ Initinl Conditions

The structurc f the RCD economy at the time of its formation

needs to bo investigated before assessing the dynamic possibilities of

cconomic 1ategration in the regicn. In countrics lacking a long-stand-

P

ing tradit.on ol an appreciable level of mutual economic cooperation,
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.

;thé;dearth of comparable dota itself is a bottlencek in the way of
working out a practicable integration scheme. Although the data
~used in the following analysis leaves much to be desired, it docs

‘serve YhHe useful furction of piving an idea of the broad orders of
- R : ' S .

magnd tudes .

‘!The'RCD’countriés’embarkedf@ﬁ,fhérfda&{ﬁé“aevclopment by

pushing up industrialization as the léading scctor. By providing

PP E— o mam 1n = T st

internal congessions and extérnal protection, "the three' have

pursued a vigorous and consistent policy of import substitution.

Import substitution enjoys the natural srotection of distance and
P 1 :

) o Co Cah.
transport costs, makes fower demands on standards of cfficiency,

.

- service an:l quality. #pain, it is facilitated by familiarity with
the formerly imported products. Thus, immediately before the RCD
~came into being, the industrial output execluding petroleum and

minerals). constituted 18:per cent of the tetal in Iran, 15 per cent

. . I
~in Turkey, and 11 per cont in Pakisten. All the. three countries had

beecome more or less selfepufficient in.most of the cssential consumer

s00d8,. Theurh the rates of industrial growth were slightly disproport-
. 0 ; o B -
ionate, the pattern of industrialization had much in. common.

~Table 1 indicatcs this fact,
PLBLE 1
N
COMPOSITION OF INDUSTRIAL QUTPUT

( % distribution)

Comr

Food 219 19.0 8.0
Beﬁeragos e e E::' | f‘-‘gZB‘ vvvvvvv 0
Tobacco : S 12.3 .. 1040 8.8

?7.4

| Téxtile S 2he 2946
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E;Austry T - jffan Turkey P?kistan
- 1962 1962 19630k
Footwear and VWearing Apparel 3.4 - 104
Hood products : o 1.2 : -
Turniture and Fixtures - 0.7 . 0.5
Paper and Pepor Products 0.7 EEJ‘ 2.4
Printing and Publishing, ote., 0-6 SR PUo R 2ot
Leather and Leather Preducts 165 - 1.7
Rubber Products 0.8 12 0.7
Chemicals 37 7~ : bho2 5.1 8.3
Nonwmetalliu Miﬁcjdis 1.8 S 5.5
Bagic Metal Iﬁéﬁs%fieé=_' 0.3 8.6, 6.2
Metallig Pr<du5%g 73 657 521
Machinery (Hon~electrical) 0.2 Ta? 2.8
Eleétri;al Jquipment and Machinciry 0.7 a5 ;ZA*
Tﬁﬁhéﬁért Eguipmént ' halt 2.1 2a3
Miscellanco: s Mannracturing Tndustrics 0.8 2.0 2.8

e, v ceer S—
*

Bxeluding - etroleun ard coal

Source @ LCKF Secretariut, YSub~regicual Plan Harmonization: A Case
Stiey of the legional Coopcration for Development", iconcmic
Buyletin for figia and the Far Fast, June 1967. p. 33.

It would be scen that wmore than 60 per ceﬁf"bf'tye'industrial
output was contributed by fuod, beverages, tobacco and textile {industr-
ies. As 1s typicoal of most LICs the greatest advance had been made in
marke t~oriented industrics like textiles, sugar, edible ocils, canned
féod;.beVCrages; cigaretﬁos and footwear. Not only iuwport substitution
of'%ﬁdée lighﬁ manufactures was complete, but Turkish sugar and
Pakistani textiles came to be regarded as sufficiently competitive

exports. B

The large extent of import substitution in light manufactures
was also verified by the pattern of imports of RCD countries, as shoun

in Table 2.
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TAPL &
PATTERY OF TMPOITS
(% distribution)

Impéftsi& B P??;gtan Turkey Iran
5 o6k 106k
Food e T
Beverégeg-gnd Tobacco F. . 0,3 fﬁﬁ  | -
Crude Mafcrials o ' o 490_'” 6.5 _ 5.0
Hineral Fuels = - 7.0 A5 ok
Animal anéuyegetabigfoils ' ?_4o7lug. 5.1 L 2.2
Chemicals . . U UBe L e 2l
Basic maﬁgfactuxes 3 s e .{féﬁéﬁé | 18 9 28,3
Machinesléﬁd Transport BEquipment E R U 40 O?' 3301
Miscellanééﬁs Manufactures @ 7 ° PR 2»5:' = 20 im 35

“8etivee ¥ United Nations, Commodity Trade Statistics, 1963, 196k.
S hThejpdttérn_bf imports ¢learly shows that light manufactures
figured Tees promindntly in the three countrics. There existed, how-

ever, a considerable scope for. import substitubtion in food in Palistan
SYEREY sttty _ AR L

~and Iran. Pdklutdn was endeavouring to achieve' food, autark§'5y 1970

Cedu

and plans were_algo_afgot in Iran to boost up the production of refined

N

uumar, conthtutlnp 8 5% of her inports. More 1mport 'ubatitutibn was

requlred_ln_the.productamn gf vewetablo-alls in all’ the thiiee countrlo&o

‘“Thé:fdiﬁkrhf.the dféﬁ%éﬂéahithérégﬂiéﬂthg}lwhi;e the ratioc of
'dbméétid”pﬁgﬁﬁééﬁgn £$ltotﬁlléufﬁiy'bf.}iﬁ%l-goudl had risen appr901dbly,
the.progress in the fields of intermediate and caoitallgodda had nct at
all been satisfactory. A glance éfktéﬁle'1-revma15 th;£ the iqter'
vontribution.:to the toétal manufactufingnoutput was 1eqs than 40 per

cent in the threc countries. The region heavily déponded on 1mports !

to satisfy its nceds of basic metals, fertilizers, chemicals, machinery :



33

and tr;n;poit cequipment. Morcover, thesc input imports were more
likely to inercase rather than‘deorease as nore was invested for
greater outouto This had ué%astedrthg'neod to accordqyighest

priority to 1ntvrmud1atc and capital qoddé;rTable 2 is indioative

of this b;as, TABLE 3

PeTEM OF INDUSTRTAL INVESTMENT

(% distridution)

Industrv : : Pakistan . . Turkey
Tood, BCVU]dbLu and Tobqécé . “ a2 ‘- | 10.2
Wood and Cork Produc%s  n o .2 : B 1.0
Textiles . L ' b o e i 20,6 00 . - T 9,0
Paper and Papcer Products o R L)
" Rubber Products 'qr-'OnH“ L ?{ h”72°5
- Chemicals o 3ﬁ'ﬂ :7 "” .”tiééﬁiy' 2741
Nonemetallic Products fGa;, Petrochemicals f
cafid Cenignt) R “or S s 6,7 3.0
Basic: hchal Jndystry oo 1209 0 201
Motallic Products o | 3.8 | 263
Machinery (uxéludiﬁf eloé%rio-machinery) - BEE: % ':”"liggé,
Electric Machinery —_— , 3.3 R
Transport Baquipment Co 5”8 . L,2
Other Industrics - R ' ‘ 6°d 0.9

., Bource ¢ Turkey, State Plauning Or ranization, Dlrst Dlve Year
B Development Pliui, 1QGJ«6/

Pakistan, Planning Commission, The Thivd Flvg Year Plan,
1965~70. -

The pattern of future industrial investment in Pakistan and

Turkey showed a marked bias tawards”intermodiate,and capi&al—goods,
~accounting for 60 and 70 pér cent respectively of the total in the
‘twagQﬁgﬁrggggwﬁhQ1Qata'on’theppattern of induStrialVianébmeﬂt in

Iran was not available according to the above descriptions. But it
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“was not hard to discera a major shift of ogphqgis in planning
industrnial devolqpment, The most mignificant plans of the
industrial degelopment strategy inrlrants_Thirq P;an (Septémber
1962~March 1968) wag the |

introduction of new products suitable to
Iran's needs and resources,

For this purpose, 64 per cent of the total allocations
for industry and mining was carmarked. Table 4 portrays the

pattern of investment in these, 'mew industries's

TABLE b

PATTERN OF NBW INDUSTRIAL INVESTMSNT IN TRAN:

Indusffy +i % allocation
Steel . + R S - 5.7
Southern Fishery . - 5 :  ?91
Sugnr VI ' " \ %?.1
Petrothemicals ¢ . . _ - 3547
Othors, (Fertilizer, Foundry, ctce) . 13

Sourcet Iran, Plan Orpanization, Outline of the Third Plan, 1962-68.

-
o I

"Thg ab&ﬁéxtﬁgiq-hears ouf.that Capital;goédé and inter-
-médiafég had ‘boen “alteqhately strcasedrand_thﬁt‘lran waé beginﬂing £o
move on thoe road to scphisticated ecoﬁéﬁic development, fccording to
table kb, more than 70 ver cent of new investuent was to be made in

steel~making and petrochemicals,

Thus the most important conclusion from the study of
patterns of industrial output, imports and investuent at the time

‘of establishing RCD ias that the three countries had reached the
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stage where what are known as ''process industries! needed to be
developed. The slow movement towards this end, thdugh with varyging
degrees, was explicable in terms of limited-national markets. It

is at this point that the need for a regional . grouping arose.

. ¥ - - . RN .t
T R UL AT S SO

Po?tfﬁgpggconomic:ﬁtyuctupgg;nﬂ.;;.;'.-' e er e En

CrUei s The RCD was sel wp int 1964, By'1§66,“ﬁdid¥amafi5'6hanges
cbuld'be:exp@cted.'Héwevér;"thiSEyeéf is beiﬁg’sfudied béc?use

compaiable. Tipures aré available for all three of the membérs;

CPABLE 5

BECONOMIC STRUCTURE OF RCD COUNTRIES, 1966

Pakistan * Turkey™ = Iran RCD
Hiiqg Population (millions) © 1186 R - 25g87* 176 .6
2. Gross Nétiénal,Product ) C L Lo e
(Million US §) O 12,674.0  9,379.0  6,345.0 28,398.0
3. Per Capita Produet (US-#) "~ 107.3 292.2 48,0 -
k. Relativc contributipn to GDP (%) . E
| a. hgriculture - Wi o8 ' 32,0 _,29;8 -
b:.Iﬁéustry o 121 | l“15;87 , 33;21 -
of which.- . : N A
marufacturing (11.9) (4,2} (13.2) -
c. Construction - 7 3,9 5925 '— :'6¢3 | -
. de Services3.:_._' . 29,2 32,0 39.7 -
Vrﬁss-Fi#cd capital formation as -
percent of GNP 15,2 18,0 19.8 -
6. Foreign Trade (million US §) .
. a. Bxports S 52,0 490.5  1,456.1 2,698.6
L:be Tmports, . 1,366,0. . 718.0.  954.9 3,038.9
 c. Total. ’ . 2541800" 1;é08.5__ 2,411.0 5,737.5
7.ﬁfoféign Trade as perceﬁt:of-GDP. P ‘
a, EXports.‘ i S gL ?502 21,1 -
b. Imports . ; © 1249 o 7.6 13.8. -

cs Total, : 20,0 12.8 34,9 -
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RTINS
'

' '“'ﬁé”is.etid;ﬁt from'Tdble&S*abovéa‘Phkisfan'was thﬁhmosiﬁ
‘p0pulousvof’the three RCD cnuntrles. In- fact her pupulat¢on,
estimated at 118 6 nlllicn wib dnuble the comblned population of
Iran and Turkey; i.ca 58 million. Although Iran was: the {eadt
?populated the per capita product of Turkey at # 292«& was the
ihlfhest in the reglon. Howevery Pakistan had the larveét gggoluto

‘slze of GNP 1ndlcat1ng the extent of the market DOSSlblllt]eS if

offered, I

-ﬁﬂivﬁéfﬁfaliy;uwhileﬂﬁhere were wide variatfons in the

ey ?cuntrlbuted by agrlculture,vthe deferences -4 - the contribution

iof»manufacturlnifuerp only marglnal Mdnufacturln? beLng the most

dynamlc arca of rcv1onal cooperatlon, tho oomparablu levels of

.,\‘,.
RS R A

7developmsnt in thmq sector fulflllo a n00ﬁ5°ﬂryv00ndition for an

equltab]e regional fntostment pollcyo The 15w20 por cent of flxed

Acagltal Lormatlon genppallyvrefer to a stap@*in'development when
iﬁdugfrial'climate start creatlnr pres ur@& for greatcr sophls-
'tlcatléna This . fulillled yet another pracondltwon For regionally

based inveﬂtmentsq}"

'”<'Due to it8 0il reveénues, -Iran had thevbiﬁ?est“foreipn

B

trade- osctor. Its pror sy glven at § 1 456, mllllon were the
1argest in the repgion, With the smallest level ofllmports; 1t had

a balance of trade surplus the Value of which was hlrh“r than the
-apgregate value of the Turkloh exports, Turkcy and Paklstan thh
fspffgrej_a dO?lQlt in the ba]ance of Trade. Hnwever1 thewsituation of

uEakfstan was worse than that of Turkey, wlth an import levcl tw1ce

that of expofﬁs.:
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- Overall, the.RCD region enjoyed a surplus in the balance
of trade., Such a global surplus, contributed by onc member (in this

case Iran), gencrally makes the surplus country averse to entering

a comprchensive trading arranpement with deficit ccuntries.

Table 5 alsc shows the foreign sector and its-COmponents in
soterns of fﬁé{f:pérc ntual CDP chareu9 Wlth the porccntabeu of fuzclﬂn
-trade in the ranye mf 15—35, desplte the fact that Tranlan figure

'“consld@rqbly dependu on 011 alone, allowa a CUHoldPrdblé arca of

negotmated cooperatlonq

* It may be noted that the tﬁréq cQuhﬁries”hadfstarted planning
their nationa%{@gvelopment we}labefdne_thijCD was established. In
Jqu 1964, Pakistan was.in the last year of_its Sccénd_Fivg}Yggy
; Plan, During thenpefiod under‘study 6?964—71>, it‘cémﬁiéﬁed th?,
Third_FiVO Year Plan,.and,attempth_abortiyely,thevinauggration of
the Tourth Five Yeaff"bj,zmo At thgtlmc of the formation of RCD,. Iran
was in ?té Third Plan (1962-68). She started her Fourth Plap‘f%om
21st March, 19680‘Turkey hadrstarted five-year planﬁihp about the
time RCD was constituted. 1964 was the second yedr of her First Five
Year Dovelopment Plan (1963-67). Her Sccond Elve Ypar Dovolopment Plan

was to extend over 1968-72.

. Gains from Interration

As is evident from the above ‘Statemont of the initial
economic conditions, the RCD countries were ready in the'ﬁidu1960s
to enter thc tabe of roilonal 1mp0rt subqt1tut10n. Generally, the

_galns from xeglonally 1ntograt01 development 4nvoch the':xplqltatlon



of thé cconomiéé“bfhscalo. oconomies'ofildéﬁtidﬂ'and”specialisation{

1nten51flcatlon of cgmpetltlon, ro duccd external vulnerablllty and’”
y e

a boost to the bargaining powero Th iS'HEW“ﬁfop ed to d1 scuss these

advantages separately in the context of the RCD reglon.

1. Bconomics of Scale . et
L h ST e
Economies of sgcale or mass production arise when effiqiency

can bhe 1ncr“asoa and unit cost docr aed ﬁnly at a very. larpb outputa
As Lord Frank put it

”Thp plain fact is that world is too big and the
,1nduutrldl nation is.-toc small. Regional group- -
inpg are natural occurreanOB T
Wlth the approachmng of the stapge of "process lndUBtrlcS“
T :r
eV
“the chain cf ‘industrial productlon is lcngthcnpd and the quostlbn of

an opt1mﬁm~51ze of the‘mq?kot{assumoS real's;gn;flcance Modern
” proﬁhétive’tgchﬁiques.reqPi?: éfminiﬁum.bfﬁﬁu#put bgfofé.;“égﬁﬁiétime
laiéd'induStry‘cén be econumiéglly set upﬁfFor ngmpl§,.tﬁ;%ﬁatfh“
'”AhbricénéiﬁﬁvéjQStimatcd that in é:régidnalura£her than.hafidnéi
'”ﬁgékéfvwfhéir-deméﬁd'for steel préﬁuctioﬁgwoqld;béjSa%iéf{édhgfth ,
. a saﬁing of $ 2,7 billion of ihveétmentﬁbaﬁitél'aﬁd.é'diréétvéﬁﬁual
‘veduction in cost of more than # 400 miliioﬁofgiﬁilér”égpiféi:éhd

. . S . o g
cost savings would accrue in RCD countrics as they are attributable

to prbdﬁétionn L large market also providcs Qutlet for subétantial

excess capacity that LklotF e¢ven in products chqrmoterl stic of carllc

stages of growth.

Quoted by Sindncy Dell, Up 01t°, p°46 CE o I
Sce also JeolNe A Contribution to Bconcmic Intbﬁratlon Policy in Latin

hmerica, ‘E/CN, 12/728), p.99 ff.
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S0 the market has to be large enouph o Supporﬂ a-nhmber of

i ‘“ I ADRT ST L T RN S A '_n!f EEeRY 1“}!,] B TECIS IS T L RS o ‘1.11-3_1" Tt
b
optlmum plantb, Thu "1ur e en uugh” market is uﬂld to exlut when an

1{%uw‘fﬁ 00

1ZP C@;@hQUKNJﬁmrkﬁp,T%
' ti{KI J“” Tjgﬁi’? LN e 1 .

B3 i il T

Sk T I J/:;
Populatlun (Mllllonc
AT I R S R Sk L2 ¥ KA TARNAS i
r&rosngomusr:@wPrbuhbtsf a7

DO ll-s \S:.)
Per’ Caplta‘Product (@)

o ,;'av [ W u,,,_{ "JH :::_‘ s

population of RCD ezidn, it willobe. séen, théush three

‘times:that ¢f 50 million limit, cculd by 'no means be prouped, as:

. . R i b S e T T TG

. L . . . RS
”high—incomc”u.'hisysize nf_population is«compardblégtb%USA,and.USSR,

hnwher than bur0pean PPOu ilqdo uauorixtlun dnd Central ‘Amerigan Common

:Mafﬁéﬁ;fbuﬁ'GDPQig“lOweﬁ ﬁhaﬂ thé;gdmbihed fliﬁré”fbrTﬂétheflanas and

i i

Belplumn Thc ¢S tlmatos of these marnltudo howovur, do not &ppuar to

'be muan by the LD@ ‘s?qnuard 'thcy are con51dorably hlghur when

. ‘
,.

coh ared w1th th cdrreapondlny ostxmateﬁ fov he soolat:on of South
ast ﬂ51a (ASA), w1t1 a 16310na1 prodnct of J 10 OOO mllllon and a

. i

f~populatLon of a llttIO‘OVOr 70 mllllonoiunu ance the nurpnso 15 the

[ T

;ﬂdxverslfloatlon uf economlc structures, thp hum of Thn separatp

o

abllltl@s of thc RCD countrles to do 50 would 1n any case bo consldur-

ably leus than the overall r@glonal abllxtyn

4 Beld Balausa, ”Thu Dynamic Bffocts of Economic lntepratnon with
Speolal Reference to. the ECATE Region, in The Asian Development
Bank_and Trade leerallzutlon-*‘ﬁﬂuﬁa Robinson (ed.), Economic
Consequences of the Size of Nations, pe xviii. ' E




2, Beonoides of Location and Specialization

Modern inteproted heavy industry uait is @ con@erie of

related processes, .vi_ . stesl furnaces, chokiﬁ; plantu and chcmlcal

e

works, confainihgigﬂpgmmlpx of joint d(mnnd and supply r“ldthnbo
Thus the “final ﬁfbducef Would purchase the Ma{iCHS;GGmponents,

accessorics - and parts of his product fr“m ilrm édﬁCQntratinﬁ.on
f ,-’- AT

4tho:r pxbductlon pather than prcuu01nr‘uvbry th1nh all by 1tselfm‘;

’
v ‘ oo me el s
e

In a r=;nonal murkct the possibilitics ofiréalizing the

-unrealized economies of poc 1llznt?(n increase substantiallyn The
"going it alone' awproach to industrializ atlon is fraug ht W1bh wauto«

ful duplication, which the'LDCs w1th scarce re sources idan 1ll~afford

t e
l‘-

‘_to adopta up001a11zatlon ‘here 1my11es that productlon in each memb

of a regional greouping is bascd“on a consistuncyfbetwoéh factor

B

cndowmcnts and factor 1nteu51t1eug In the RCD'reﬁiph,:thére existed

inmense Syopewfor'horizgntal &pecialization,in<th§uprodﬁ¢tion of

stgel,‘potroghemlc<1s7 Alyninium, paper and semente .

7 o s ¥ - ; i

. J . '
EARC I AN . . . . [ L H B

::3;:Gréa£ér C0mpetiti5n_

o I . .. " i . . s
U S P S S A LTt . : LR L

. The. précess of import. substitution® 1n RCD 0puntr es led to
monopolistiqiﬁiﬁtcrtiﬁﬁs_in.their,chnoﬁiés? lniményzcases,xthe paing
" of Minfanticide!" have becn inflicted on the‘égﬂéﬁmers beyond limit.

A regional afrahwémunt may pr ovide a ébmpe£i£i§e pur to tha nultlp]yn

ing high—cwst ﬁroducers' 50 as to 1mproVﬁ thelr productlve eff101ency.

o " R o

The comput¢t10n 10 neces ary to kccp the producor on thtlr toes, and

stlmulate thc splrlt of 1n1i1mt1ve; ﬂFDln,.lt checkS balance of pay-

4 .
i '>|. . i I

mento pros ures that mlght result’ from monOpoly pains: by forolrn capltaL

b S A e S e S
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It is not clear whether the effect 0f the économic. Darwinism,
i.0ae climination of inefficient firms by efficient ones, would not be

once and for allh MoreoVer thg arquQnt applles, 1f at all it does,

ol
B |

enly to the alreldy eqtnbllshod indus trios,'viz.ftextiles in RCD regione

R Y

But the problem in this regien is'ﬁo»incrcaS; production and
employmuntﬁrath.r than' product1V1ty. Thc soclal costslof inefficicnﬁ
production offering some employment are lower than the alternative of
né’production and nc employmont.bInténSificatiQﬁugf coﬁpééi}ion mdy well
:distufb’ﬂho investment prioritioslby-induoing additional investment

towards the modernization of cxisting industries rather than setting

~ap mow industries.

.On“ cannot arree to the arwﬁmcnts for allow;nﬁ~q marglndl

- competition in casc of scophisticated industries requi}ﬁﬂﬁra rerional
'rathur than national market for optimal 1nvvstmant The o tVPUu of
industries arce the principal motivation for regionalization among

L LDCs and lottihg_the impersonal eompetitive forces looge, even on a
smaller scale, will hiﬁder, aﬁd*ﬁbt’hblp, their optimal.developmont
becausc -

(a) the cn,th of the construction porxod qnvallrztes
the market-oriented decis 1mns~

(b)  the hupe capital.invéstmert nwcvssary for invest-
ment will never be forthcoming except when a planned
banlance between supply and demand is contcemplated;

(é)‘vthu market mechanism is unable to optlmﬂlly locate
heavy industry,

5 Jan Tlng‘rﬁan7.'ﬂoavv Industry in the Latin American Common ™
Marknt", Economic Bulletin for Latin fwerica, March, 1960, PPo1=5

6 [, H.M.N. Chowdhury, Resional Cooperation for Develcpmont‘ Its
Nature and Significence, (PLDL Mimeographl), pe18.
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4, Reduction in . Extcernal Vu]nbroblllty

RSN

The pattern of cxports of any rééibn furnishes a fairly
dependable index of the extent to which it is externally vulber-
able. Table 7 prevides such an index for RCD regions-

AT o : _ AN
TABLE 7

- PATTERN OF GXPORTS

(% distribution)

——. i A it 7 g -

" Ttains i ' Pakistan Turkey Iran
' 1963 1964 1964

TFood and Live finimals : _ 1.8 7.1 . 2.7
Beverages ané Tobncco | : o 1.0 2240 -

Crude Materials . ' , 6241 32.7 5.7
Crude Petroleum o 7 - 242 2040
Chemicals | B 0.3 0.5 0.7

Miscellaneous Manufacturcd Goods 3.0 0.1 061

Source ¢ Sqme ag of tnblg j“

‘rThe-table diﬁcloseé ‘the hea?y depcnéenéc of RCD countries
oh primary producis. Pakistan'and‘Turkoy prépoh&gfantly rély'on
agricultural exports. The fluctuations in the earnings from-thesc
exports render tnom oxtromly vullcrablu bxtcrnﬂllyo There is a dire
lneed to diversify thu 7tLuctuxe and dlfpctﬁon of exports. Regionali.
zgtibn‘gould provide A fraQGWOrk whoreby industrialization for
export;to less deve ]m)ud pxltnexu wng macte pOthbJ&. The greater
Sét? indusg trlaIIZ‘thQ, the lower- thu'vulnurabllltv to the vicissi-

tudes charaoteristic of intéxnation&ifocgnomic relations.



The situation in case of ‘Iran is different, She tog
predominantly-depends on petroleum exports,‘but it finds regular

export outlets Leading -to a stable external sector.

' .
5. Enhonccd Bdrpalnlnl Powor
J.E, Meade haL stated @

Lol

The ldrger the tradlng area which is negotiating
“as a single unit, the better-the commercial policy
treatwent which 1t can hope to extract in its
© bargains from other countries, and the better,
therefore, its terms of trade with the rcst of the
world are 11kn1y fo be?,

In a world wheresevery thing has to be'mahééuvféd;‘fhe
trading intgyggﬁﬁucannot be safeguarded unless tremendous bargaining
ééyer céﬁld be mobilized in an orpanized manner, This is all the more
ﬁécéssary:iqr LDCs who have to bargain with strong economic blocs
llkL EEC, O the import side, the economic bloc may bu able to reap
the vsual alvantages of bulk buying. On the 9xport ulde, it is

possible to exploit exclusive positiom as supplicr.

Certain” quartoru8 arc sktﬁtical about the terms of trade
benefite as a result of rogionai grouping éﬁéng LDCs. The argument
parficuiarly applies to RCD region; Ls. seller tthRCb:offéfs no advant-
age at all. Thorévis_no product for whiéh_Turkéy,'iran and Pakistan
could together throw into balance their position'dsiézsinglc supplicre
Pakistan's duopolyvin'jutgagpd'Turkcytsmvirtual monoﬁbly'in hazelnuts
w&s, in sﬁitevof RCD, not because of :it. In the capécity ﬁfva Eompound

demander, the major. 1mpurts of tho ‘region inclﬂded'foéd,vintermediate

79P Cit., o 96 ﬂ
8

C A. Cocper and B.F. Massell, Toward a General Th@ory of Custons
Union for Developing COHHtPlPu, Pela




a d capltaT poods, L sipnificant. portion of these imports came under

tled ald. Furthermore, highly favourable commergial policy treatment

R GieroTh
is meted out to the input imports. The imporf potential would no
wen Doyt . L R R AT

doubt incrcase as econowic development proceeded on, but its size

v

would be an infinitesgimal portlom of ICs total exports, ruling thereby

out any pgain in bqrua1n1nﬁ pOWGI, On the wholb, the disparties in
bargafhing poxgr are cann&ctud in a 31rn1flcunt viay with the general
P . ’I_'

problem of disproporiiohaﬁé”hrowﬁh_in the world economys in as much

ds this tendency poralstod the bqrgainihg power;of LDCs would

continue to he weake

To sum up, the;intonsification,of=c@ﬁpetition and improved
barg aining powor are ultogeth9r=irrslevant tothie RCD region. The
priqqipalhingredients of a dynamicigase fornintogration-are-the
ecoriomics of scale and reduced extermal vulnerability and, “to some

extent, the economics of location and specialdzation.

‘Barriers to Integration

Economla 1ntxrr1tlon anong LDCBo Some of them are real,

. G
B

others ima@inary aﬁd their idcntification becomes imperative in view

of “the limitations placed by them on the concept of RCD,
1a Baleance of Payments Diffioultius

Turkey and Pakistan suffer frow chroiic bélance of phyments
diffigulties. Any attempt at trade iberalization is unlikéiy to be
Wellgneceived unless it striptly,ensures>the egﬁalization,of accountsa

Although Tran maintaines o rerular ald sizeabl, surplﬁs, due mainly to

0il exports, it can not be made available to ‘correct-any regional
: = avai, .

i 0

disequililbrium, ¢ —



45
TLBLE 8
RCD TR.DE WITH REST OF THE WORLD

(% of ‘tol‘tal)

Year | o Expofts to RoW. Im?érts»froﬁ R.W,
1958 S 9902 9875
1959 T 9Bm . 97,95
49607 98 ot 97465
1961 98477 98,05
1962 | 97465 . 97.57

Source ¢ A H.MoN: Chowdhary, Repional Cooperdtion for Development:
‘Tts Nature and Significance. ‘ ‘

- The fipures in Table & show that’RCD region as a whole
‘enjoyed conﬁiétgnt balance of payments surpluses vis-a~vis rest of
. : : S

the world. This of course mystificd the fact that Pakistan and

Turkey generally run deficits.

2a wa’Intra-regiénai'Trade

Benefiﬁs‘of economic integration are said to be éreafer,
" the higher the proportion of intraregional trade to total trade in
competitive soods, as the potentialitics of creating cgmpleméntarities
would be pgreater, |
- TBLE ©

JIHTRA - RCD TRuODE
(% of total)

- Imperts

Country o Bxports d
Y 1956 1959 1960 19671 19621 1958 1959 1960 1961 1962
| Paldstan 1.0k 0,57 “0.49 0.25 1,13 12.75 635 5,19 3496 3.52
Iran - 12K 2,71 1.87° 1,46 3,601 0.75 0.34 0,99 1.01 0.96
Turkey . - - 1073 147 - 10.03 0,68 0,09 1.52 2.2k

h Spufce :5Saﬁe as of table 8;
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Tanle 9 sﬁdwshthﬁ relative insignificaHCG of intrarcgional
trade at ths time of cwnsti%utiné RCD, The average comes out to be
less“thﬁn“z“pchcent'of the totalgg‘ThiS low flow is the .result of
”the colon1 o«ﬁ u1 Lntﬁrﬁatg;nal division~of»labouf~whefeby
tra@é flourished oniy be tJ een the centre and peripherics and not
betwéen the peripheries, dgpital goods are inmported from;PCs and
tﬁgfe is little surplis niprimary sector. Nothing, however; would

»

be -more illogical than talking low 1ntrarvg1ondl trn le au'aﬁ'argu~

_ment against integration in ILDCs. For one thing, the wide differences
between intra<trade of DCs and LDCs are merel§ a‘réf1ection of the

. . N ; _ 10
differences in their economic development levels . For another, the
alternative to greater intra-regicnal trade is the suffering from the
“pangs of "infanticide!" and not low extra;regibnél trade. YMoreover,
the region could be mase potentially complementary, even if it was

not competitive initiaily, through an intellipent regional investment

policy.

3 Equltablc Distribution of Benefits

Comparability of the 1e€uls of development of integrating
countries is an essential prerequisite for liberalizafion of trade.
Otherwise, the benefits of integration will accrue mostly to the

advanced partner where relurn on capital is highest due to the

9 For a detailced analysis of low intranrcrional trade, see Nurul
glam,r”P“klutan and Free Trade-Arca .among’ B&gndau qut Countrlqv“,
Paklstan l~onOM1c Journal ,meptonMer 1930.‘ -

1OR Py Miket 1Y, "'Thé Thborj of Cdmmonﬂﬂdrkbtsra Apnlled to Regional

nrrangemerts amonz Devoloping Countries'; in Rdy Harrod (ed.).,
Internaticaal Tride Thoory in a Developing Horld p. 212.
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existencs of ‘infrastructure, social, ctonomic and 'financial.
Not only ‘dées it attract ‘scarce factors, but it gets additional

tax revenue from the increased production.

The integration:experiment-in- Past-Hfrica failed hecause
development concentrateéd in‘Kenya, the most developed partner.

Fortunately, the RCD céountrics were in a more or less similar stage

P L
R

of economic developiicrt,

TABLE 10 |
SECTORAL COMPOSITION OF GDP, 1963

e (% of topal)”

BRI

Pakistan  Turkey . Iran

e bgriculiure - ho 38 25
2o Industry, 7 o 2 o7 . %0
< of which manufacturing - 15 A8
3 Services . e 39 - b5 e b5
Source ¢ Seme as of teble 1. |

. Rotice tha£ whg}eﬁs agricultufe'ﬁ-confihution %o‘ébf
indicatcé wide variatione, they arc less important incase of services.
From the point of view of stage of development, ﬁhe relevant factor
is the contribution of'hdhﬁfactu?ing-in{the'thréé countries. it can be
‘scen that the difforencés w?re ﬁét signéficanf;yﬁvarying.“Again, the

patterns and rates of growth had becn quite comparable.

~.The real problem in the context of RCD region was that

similarity of lcvels of development would not necessarily lead to



b

equitably diffused benofits of interration. The fear of potentially
lop-sided prowth could not be entirely ruled oute. és a result, the

partners would scek a balance of industrializetion and a visible

2

quid ipro. 'qud before any scheme of economic intégration ‘was politically

s

negofiah15:4

L, Higher Proportion of Customs Pevenue
b

f

'Cﬁé%é$s duties'géﬁeraliy reproéeht aiéubstantial portion
of ététe raveﬁﬁé in_LECs owing tgtthe administrative and political
'éomplicati«ns‘involvoc in alferﬁdfivé S0Urces, Traﬂeslibérﬁlization
means customs disarmament which explainé the commonly experiéhced

reluctance of Tinance Mirdisters in regard to intcegration proposals.

“a RCD vegicn. the role of customs revenue is exaggerated.
The tariff structures in Turkey, Tran and Pakistan were desi

protect th¢ local industries against the competition from DCs. In
" most cases. the impact of tariffs among thomselves was nil as they

.
' ! :

did not even produce the goods involved. The question. that deserved
attention wvas to devise u mutunally acceptable mechanism of distribue

+

ting the revenue from conmon external tariff,

5., Prevalence of Underenployed povpulation, Anything that might worsen
the problem by increasing. uncmployment without providing for necessary

adjusthnts would. natvrally be not wellmrecei?eda

i 6o+ Tear of Déﬁ;hation by Foreipgn Capital

A large protected area; with immense scopé for: réalizing
economiés -of scale and specialization, might become-"the sifmal of

huge take-over bids from the developed countrids since they are



49

;bbﬁter'equippgdrthan the Logal entérﬁriséé-to‘eXploit the new investe
ment'éﬁpor%unifiﬁé% The experienga of maﬁy LDés shows that legislation
is noﬁ:enouﬁh £§L¢h@c§.the videspread tax‘e?asiéns_and unneticulouy
exploitétigﬁ SylforoignTewterpfiscsn:Moreovér, fhe decisionmaking in

R ‘ - .
inféfnétibnul corporations is on the basis of their own worldwide

intercsts and mot nécessarily in the interest of the host countries,

Economic intepration amonp RCD countries, thereford, would
have to ensure that the wltimate sim of proveiing localk dnitiative ves
o .

adequately'ﬁﬁtonded to and that only that foreign capital which helped

achieve this objective by providinﬁftechnical know-how was welcome,

7. Bulcés of Internitional Economic Gaine

C:TT rules wore formulated by the LCs for themselvesy with
almost no rogard for the special requirements of LDCs. Inthé first

place, the unconditicnal most-favoured nation clause can be eddaped

[

under article xxiv, only if the degree of preference is 100 pei cent,

R R

,gstin case of a éustomu unicn, free trads arca or an interin-agreement
which:includeéﬁ a plan or schedule for the formation of such & ‘customs
union or free'tfddo arca within a reasonahle lenisth of time". For the
third countrieé,ltﬁo restyictions” shall not on the wholg'be highor or
more resfrictif; fhan the genorailincidence” in the preintéération
‘périodg Practically, an ”all—ormnothing” rationale is provided in
’reghfd ¥o the degree of Jdiscrimination in intevnational trade. The

common external tariff is generally taken as the arithmetic average of

the scparate pre-~existing tariffs.
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-N“ﬂ'The operation df.tho-ﬁrinciplefof=”equality of treatment
A ol o o S

;isféﬁuifabié on;ylampnﬁfequéls” Like DCs. In-LDCsllikQ:RCD members ,

& total abolition of intrarepional trade barricrs may be an economic

superfluity as well asva political inexpediency. bLeacking o tradition
of significant econemic cooperation, a partial or sectoral integration
is likely to be a more realistic way of breoding regional "infants'.

Again, the incidence ‘of the arithmetically averaged common external

tariff is insufficient to insulate-rémional infants.

T
R

The tariffs of capital and intermediate imports are
: vy IR

generally vory low and their pgodqct§én to exploit regional economies

Ation nqe@s;protectibn,4whiohféhoulﬂﬂbeihi@h

of scale anl specializ
enough, since imports from DCsnmay still be‘mor? attractive due to
bétter tranuport‘facilifios, ponerous export credits, preferéﬁtial
gféatment and-tiad~aid afrangoments.'Théia?éﬁﬁent that the aVérage
'oduid he maintained by some:major tariff realiénméﬁt could not be
'énfértainéd as 4t would cripple the hard estaﬁiiéﬁédlﬁaso of light
‘manufactures.

In ﬁhé';echd place,'ﬁhe priﬁciple of nondiscriminqtgry
aﬁplicatidn Of.qHéﬁﬁitative regtriotibné (article xiii) cép_beu
Iwéivod tempora?iiy foy balﬁnég of pa&m;nts reasons or dejolqpmgptal
requirements. Bui this is not permitted unde;'article xgiv,‘;mp}ying
lthgt in an RCD cg;tom;iunion?lTurkey, Iran and Pékigtan‘would

continue:to maintain quantitative restrictions against each other.
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Methods an’ TForms of lotepration.

ileretofors, an attempt has been made to ?legrly outline the
theoreticar undorpinninggs, possible benefits and the &ifficulties that
an economic integraticn provosal. was lik:»ly to come by in the RCD region,
The problem to b2 discussed now s the actual form that sconomic inte-
gration can assume as o result of baloncing these forces and, more

importantly, the choice of the methods for its concretisation,

The casc for au integrated development in the ECD region
rests mainly on economies of scale, reduced extefnal vulnerability and
cconomies of location nnd speeialization. It was also established that
most of the difficulties. in realising these gains of integration turn
out to be imaginary when-viewed in the dynamic cantoxt of economic
crowth. More correctly, balance of payments difficulties, low intrae
’reéional trade and Widesprénd’ﬁnderacmployment present themselves, not
~as hurdles in the way of cconomi.c ihtegration, but. as. economic ailments
to.be healed through integrated'devéiopmentu The problémsuof.aﬁ equi te
ably b;lanccd regional dovclopﬁent and ﬂoavy rélianco on'customs
revenue . were not insuyméuﬁtabla in viéw of fhe political solidarity
and genersl goodwill prevailing in the BCD countriese. There is a..
pressing need to change GATT rules, or at least a differential
‘treatment‘be‘accprded tQ~LDCsjj Névortheless, the concern in this
repard nced not'ge seriéusq ifJGATT'dbuld:agp5mﬁodaﬁélé 6léar vidian

tion of article xxiv by Buropean Coal and Steel Cémmunity, the

o

Lincolr Gordon, '"Economic Regicnalism Reconsidered", World
Politics, voli xiii, pe2ltt9. For a detailed snd lueid
discussion of the question of adapting GATT rules, see,
UuNo' Trade Bxpansion and Economic Intepration among Develop-
ment Ccuntries, chap, Xie, ppe 90=99a ‘
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automcbile "Arca  botvweon USA and Caﬁﬁdd}fYaddnda*GoﬁvéhﬁiéﬁﬁfTurkﬂsﬁ
Wsreemont 54 assobiation with -FEC and’ Latln Amerlcan Tree’ Trqde-ﬁrea

ALAFTLY, 1t shtila” th prineipld have W objection to any sich attefipt

by RED: oduntride, ihid in case ot article xiii, the'whlver tlause holds

for TufkéyﬁaﬁaiPékiéfaﬁ4éS'thh?Sufféf from ach¥dnic balanceof: Yay-
. o M"w“ , . RN . .
menisiﬁrobldm;“Thc fOTGlPﬂ inv btment would uot hqvé ue'n Frud rcd’j

L
"\4 i 1 -(,

'f 1nbofdr as i

- ol - 3 I + N
8 ) the trqdc 7ap resultlnﬁ,from
”‘ ‘!-,_4' k PR ) : 1 L

IR IO T .|4.1 L

[ [T T -.'1.;I‘j TR

could bo mlnlmlz d by undgnVnurlnf‘

to establish or gradually to;evolve a -
©omedug’ vivendi between the. lepitimate
political and cconomic objectives of
“ithe developing countries. concerncd dni S SRR O
the conditions under which foreipgn capl 1
eculd be mobilized to serve-:Developmente”

= Ori 5alancé, intogratod dovelopment is an objectivé which
céﬁld‘be=desirably.pursuéﬁ.tﬁnﬁékeg not only for the lost time, but
also,_andmmoréusignifiqantly, to raise-the sights of .futire in RCD
regiona‘;‘ P O et S T

. S A RO
. ‘ R b ‘ -

legn thtt fnn oba CtiVﬁ of_u Vulopmont through 1ntﬂrra«

s

tion is- uoqxrable tﬂL prchlpm to be. Liscus sed, noxt 15 tho form thqt
economio ;ﬁteﬁrqtlon CUJLD ass umc; w;tﬁ gdftlculnr rxference to tho
choipexéf?hgp§0¢é fofi%g}céncretisgﬁign; and‘?bemqumpéreggtftd thc
ons that, DD ‘shoriza ot Tstaioul 50 ao to Ascurtaln the cxtont
which thé conceptiof-RCD deviétéd fLom ecdnomic”ratidngiitg for

extracconomic rensons.

12 United Nations, Trade Expan ion and Economlo Integration among
Developing Countries. p.43
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In formal terms, economic integration is a process

whereby a ropion moves from lower to hisher forms throurh a progross-—

ive functional or institutional development of existing cconomic

structure, Or it is a sState of affairs when a particular form is

shosen onge and for.all. Generally, the range of the spectrum is

very wice, taking notably these forms : :,
1, Preferential Area’ -

It provides for a margin of prefevence among: the contrncting
parties wﬁthino oblipation for their further reduction or harmonigzation
of tariff rates. Imperinl Preference Systew of 1932 is one such arca.

¥

It clearly violates,GﬂTT'rQIOS as the degree of . prefercnce is not 100
‘per cent.

2. Free Trale Aréa - : BT

- A free trade srea regquires internal tariff diSarﬁémont, bt
no Qommqnﬁqgtorhal'%arjffq'An ihheféht_conﬁradiétion cropsﬁup:sfﬁce a
membar can ulwaysgécqpfdlm commercial policy_tréatment to third -
countrics to g‘discriminéminﬁ extent against ﬁaftnersﬁ This'ﬁas”the'

main French arsument against the British free trade proposale: -

3, Customs lnion

The customs unicn resolves the inherent contradiction of a
free trade srea by combining the dismantling of internal trade barr-

iers with a common external tariff,

L, Common Market

This stage is reached.when, in-addition to goods, labour

and capital and services also iidve frecly. Such fundamental changes

"

arc, no boubt, unthinkable without. a synchironization of all e nomiq
POTECEGE, . s T e e e e e i e 3




54

5. conomic Union
45 the common market develops and consolidates, the ideal
of cconomic union is ncared whereby the political demarcaticns

become redundant in an economic senseé..

In DCs all these forms mi@ht cénstitﬁte he ‘successive
stagés.iﬂ:the process of intogratioﬂ, reached through a progra@med
estabiiégﬁgnt of a frec trade regimé,'Not 50 in.LDcs like tﬁ;HRéD
méﬁ%éféo-These c&untrius thcﬂ‘for a planned féad to ﬁ?ﬁgresg,
Mmrkét mechanism, which is rejoctcd as an o¢xclusive méa#éiof
resource allocation nationally, cannot‘be expacted to fair any
better on o regionnl level. The operation of '"junple warfare econo-

: = . PR N
mics!! would expose the region te the ususl risks and uncertaintics
of market forces. While they would cure the defiecicncies of demand,
the problem of supply Hottlenecks remaingdjz Morcover, the cxtens-
ion of the lobally rejectoed comp1rativé‘ﬁdvantage doctrinc to the

recion could cause serious industrial polarisation. Hence the need

.

to weld trade liberalizution with a regional investment policy in

LICg,

+

13 ECAFE, Report of the First Workinm Group of Planning Experts on
Repional Harmonization of Development Plans (E/CH. II/L. 170), para15
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Chapter Three

TRILATERAL POLITICAL ECONOMY

No Integration Plan

Where do

ACD stand from the standpoint of economic
integration ? At the very outset, it muet be made dlear that any
lnte;ratlmn vlan is conspicuous by its absence in the declaration

of intents after the Instanbul Summit in 1964, althourh not a few
- R

reéponéiblefpefsoné‘hnﬁe rxprossed thc:hopc:fhat ﬁCﬁ WUuld\éVon-
wally develop into a common warket, The chorug'was opened by
ﬁf, GhﬁlemaFarﬁqae; aklutan‘ Commuzc ﬁinister;-iﬁ'ﬁés atﬁment
wner RCD daé-ﬁafdly two year‘old:

Oncae the RCD nations achicve a sort of uniformity in
in their trade policies and succeed in creating a -
proper climnte for joint investmonts across their
- frontiers, it shonld net be difficult fo proceed more
vigorously with the actual project of » common markct.

He wont on te cladw, without elahoration, that

Cthe prospects of setting up a comion markct of

the MCD perber nations and other Muslim States had
brightentdess.s Preliminary plans were therefore
forrmlated by the RCD partners in last December to
create n comon mvrkctponnnoa To make it really

- effective, the scope of the RCD comuon market should
be expandded so that it ulwht embrace countries like
Afphanistan and Indones co

Prosicdent aréef of Trag visited lyan in March, 1907
bmidst specnlations about Irag's entry into RCD, Iranian Foreign

Ministry contridlctod the idea, describing it as "premature'.

Muslim Common Market

Towards the endAof July, 1967 the Ramsar Summit Meeting

.

emphasized the nged to btrcnrth(n RCD, What iz known as Ramsar
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Working Grcup of Planners was sct up with a view to finding ways
gnd.mcqns Yopy ecunomlc collaﬁorqtlon An a W1drr basis. During his
State visit to ' Turkey in Dec|woer 196?, Pr051‘ent hyub of Pakistan
thcdkthat'RCD wauld“gféw"into é cormmon markct,_leadlng eventually

to a Musllu Oommon Maricet.

i n,ar~crL5,u Tevoloped when in carly 1968, Hr. Khosrowa-
: ! ]

shaﬂi,-Pregidcnﬁ of Tehran Chamber of Comwmerce dnd Industry, held
Pakistan's participation in Commenwealth Prevercnces ond Tuckish

associatior with ULC responsible for the low intra-trade amons the

three cown rics. Swkistani businessmoen, on their part, thousht Iran

should proidse corpensntion out of her Wure payments surpluses for
digloecatior s resulting Irom a major realipmment of trading rela-

‘tiong in tie region§3ﬂince Pakistan and Turkey - depending heavily

|-
N

. customs fovenue -~ would be unable to survive

on foreign'c chwn;"“cuf

them all a:r thémsslvor

c2i%he crisis was hushbd up at tue hlphtL Scssion of the
RCD Council of Ministers (uprll h-15, 1968) which recommended
a meeting of ROD Commerce Ministors

1
to discuss and make recommendations for removing

) - » N M 4
as far as possible barriers to intraregional trade.
hCD Common Market
shafter Prosident uyuo, another alr of

tholRCD common warket propou‘l oﬁme from Shah of Iran in ausust,
1968 just before the mecting of the RCD Commerce and Economy

Ministers. This méetiné was held in Tehran in September, 1968.

Sﬁeaking at the inﬁugurml ssioun, Pa klhtun s Commerce Minister

stated
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We have been greatly heartened by the statement

made by His Imperial Majesty the Shahinshah of

Iran in a recent’ Press Conference that he farours

the establishment of an RCD common market. It is

in that direction of regional preferences and a

common market that we must ultimately move forward

if our aims are to be realized in the future

This statement, topetheor with Shah's declaration just
before the meeting, lod many to believe that a comprcehensive trading
arrangement was in the offing. -But all that happened was thet Turkish
and Iranieun Ministers complimented Pakistan Commerce Minister for his
initiative and drive in discussion the problem of intraregional trade,
but shelved the common market issue by agreeing

to the carrying out of a study for identifying

all barriers impeding intra-regional trade; and

naking recomendations for the liberalisation

md expansion of such tradce. This study will be

sntrusted to an international orpanisation, and

tts report will be considered by a group of

axperts composed of the rewresentatives of the

pember Governments, who in turn will make their

cecommendations to the Commerce and Bconomy

dinicters.

In the wmeantime, the RCD Chamber of Commerce and Industey
was asked to make concrete recommendations for expansion of intrare-
gional trade and romoved of difficulties in respect of specific
items. The Chamber, meeting at Karachi in December, 1968 apreed in

principle to the common market idea, but concentrated largely on

ordinary trade promotion dovices.

The Revort of the Ramsar Working Group was examined by the
Third RCD Summit (Karachi, December 25-27, 1968). The doint Communigue
issued at the end of the Conference contained no decision about the
organigzational changes required for a free flow of intraregional tradee

The Workins Group had recommended that
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(i) A study should be undertaken on the coonodities
which are available in the three countries for
intraregional trade, taking into account the
possibility of preference to wember countries;

(i ) Another study should bhe undertaken for a phased
- programme of liberalizaticn of trade and removal
of barriers and r>strictionsiimpedin” trade;

(i) Some admlnlutrqtlve qot1ons shou]d be. tqken for
the increase of trade which should: 1nclude bﬂrte
arrangementse.

UNCTAD Stully - '

'Ehe Summit thus did not indicate any real progress
towards the launching of n common harket. It merely‘rg mpha51zod
what Commerce Ministers had already recommended. Thglprpposed tudJ
was éﬁ{rustéd-té-UNCTAD, and financed by UNDP, Thq experts started‘
investigation into thrée hreas :

(i) the prebent tradlny arrangoment among;.
"the three'

o 4

(#) the naturc .and scopce of fiscal obstacles to
‘trade;

(ﬁi)'the structurg of nonﬁariff barriers &ﬁd,the
- extent of their common surability w1th‘rggiona1
free trodes '

Initially, four exchangeables were 5010cf6d from cach
countfyo Turkey, Tran and Pakistan provided the UNCTAD‘experts
with ;ists of commoditics out of which four would be selected,
Pakisfaﬂ's list included lipht enginecring roods and paper and
paper producté, Tran's included buses, air-conditioners and
refrigerators and that of Turkey sanitory equipment, air-
conditioners and refriperators. It was said that the preliminary
report would be available towards the ond 1969. The report was to
be subsequenfly consiQered at a joint mceting of Commerce Ministers

and Regional Planning Councile.
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Lt the tenth session of the Ministeral Council, the
Turkish Forcign Minister emphasized that the UNCTAD study should

not ignore the "existing citdaomic and commercial commitments of

]

the members’. Opening the same session, the President of Pakistan

made an important observation:

fietually, cooperation under the aepis of RCD does
not involve any real sacrifice on the part of any of
its members, asince, 1 am told, exchangés of all
roods and services are made at internationally
competitive prices and conforming to acceptable
specifications. AL that we do i to try awnd bhuy
from one ancther what we would in any case purchase,
from abroad. o

In the end of December, 1969 the UNCT:D Report was
ready. {i% the 11th Session of the Ministerial Council, the Turkish
Foreipn Minister rciterated his previous stand when he said about
-the UNCTLD  studys

Tt the recommendations contained in the study,

waich however,; are not yet finalised, are

implamented in harmony with the existing inters

national commitments (italics added) of all our

mombership, we bhelieve they will help promote
trade in the Reyion.

- Bofore making any Spwéific recommendations, the ﬂNCTAD
report had to be discussed at the expoerts level, in the RCD
Committee on Trade, at a Joint Session of the Commerce Ministers
and Regional Planning Council and, finally, by‘thc RCD Ministerial
Council - the highest decision-making body. Until June 1970, the

matter could not go béyond the committee stare,

Meantime, the Fourth RCD Summit Meeting was held in
Izmir in May 1970, It zave a clear~cut directive in regard to the

UNCTAD study ¢
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The UNCTSD Roeport, which is currently under study
icentifices the nrrlor .to, and makes useful
recommendations for, the expansion and liberalisa--
tion of tradc amon;: the member.countries. They
instructed their. Ministcrs concerned that at their
meeting in June they should take effcctive decisions
towards the rbductlon 0f tariff barriers and
relaxation of auantitative restrictions and other
ncn~ tariff obotrcless ThHe Ministers were further
irstructed to cstablish a programme for the early
implementation'wf the ahove decis ion. '

Eggfer&ntiol Trado'RCrimgj

'MrgiQaﬁafﬁI Tslam, Loadél of Pakis tan'deleémtion at the
12th session of tho_Rumiohai Planhiﬁﬁ Couggil, requivocally pleaded
for a PRHFARENTIAL TR DI RuGIME. He Btatéd:

The analysis of the current trade flows in the region
‘hris convinced us that we will have to take decisive
Steps i we Vl.h to exploit fully the trade potential of
the région csee A basis (the UNCTAD report) exists for
the three governments. to move Lorwﬁrdg Lt is our strong
he pe that we will soon commence neép otlatlons ‘and before
1 . npy establish a preferential tra uo replme (e emphagsis

¢ a‘ded) among the three countries.

Ty was in this backnroumd Ehit the RCD Ministerial Council,

as'indiq&t_@bjn*thu Joint q;@@uﬁiQ?Q issued aiter the conclusion of
Twalfth Segsion in Jun:-1970,'§ike& a tiﬁghtabie for the consideration
of the UNC“&D Stud _ut arl stoges of thb-hCD decision-making process.
“ccord*nbly, theu rounds of discussion and proceqsing were.supposod
to have beon completed by the end of 1970,_At th1 seséi@n, the leader

of the Fakistan deleyntion suprorted in no uncertain terms the idea

»

of a preferential trade regime. He was

convinced thot the establishment of a mutually
advantageous prefercential trade recime (emphais
author's) among our three countries is an essential
pre requisite to the expansion of our intraregional
tratle. Experience all over the world has shown' that
a preferentinl regime is the heart of. any re&lonnl
economic cooperative arrangement. It is the pre~
ferential re;;ime which frencrates the force.that
propel countrics towards ever-increasing cconomic
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.

cooperaticn. [t is my sincerc hope that we will I
succecd in buililing an effective praferentidl
arrangement before long.

Iranians displayed a keen interest in the UNCTAD report

I

and its specdy. examination by the three Governments so as t§
reach, some. concrote proposals on the question éf di&méntling:
barriers to intraregicnal trade. Mr. firdeshir Zahédi; the Foreign
Hinister of Iran, expressed his s di ‘1pprovkl of the "rathe v slow"
propress and the obsession of experts with '"too much Qetaillt, He

went on to strike a notec of warning':
eoase W do not have all the time in the world. We can
not afford too many studics of the report and reports’
- of the studies, ' S

The Turklsh stand remained unchnntc‘ In fact the Government

.

oflTufkey ﬁevcr devinted from the way it arpued in 1964 at thc I tanbul
Suﬁmi£.Conforénée? hs waé cxplained emriiur, Turkey had 301nud thc
tripartito RCD»&iliance on the express condition that 1t uou]d noL

come 1ntoAcun flict with ber ass@ciatc stgtus with the'EEC ihe

UTCT“D re poft, ﬂeolaro1 Forceipn Minister Capla 3hgil, categorically,

- A

allows us to bear hopes for a promluln" future in
“our intraregional trade, provided proper account ¢
] is also taken of the LXlaLlH“ 1ntornntlonnl economic
-and commercial Commitments (italics added) of our
memhers. : o

[¢2]

uch wWas the staté of affairs ’in mid=1970, There were nll
apparent indicqtions that o trade liboeralisation proposal viould
emergo;out ofbthe dsliberations of the uﬁperts groups, spOCialﬂ 
sesSioﬁé, mcetings of Committee on Trade, Second Meeting of-the
Commerco Ministers, an: at the end of the year or early nokt_ygarg

the 13th scssions of tho RCD Ministerial Councils The only problem

visualized was th\L the Turkish offorts to lkeen their associntion



with BEC intact would leave some loose ends in the RCD scheme of

trade preferences,

Bureaucratic confrontations on the issﬁe'éf'trade liberali-
sation have invariably ended up by stating iﬁitial posifions,;To
stote positions in the bepinning is perfectly in keeping with the
norms of international nerotiations, But mmvééoﬁt‘towards‘én arrecmont
reqﬁircs the identific=tion of anreas wvhere mutual aécdmﬁodatién‘ia
possible and the ﬁousibili%iGS*foi working out @ common stand exist,.
A common stand is not the'sum of pationald stands;:buﬁ'an aﬁrcéd,

common approache. In the absence .of .such an approachy-an international
Pr . : ]

~

meeting cannot but be described as having reached ‘a deadlock,

hccprdiﬂg-to the original'scheme of thiﬁgs, the Commerée
Ministers were supuoscd to have ﬁct.first to disbuss the UNCTAD'study,
followed by a joint session of the Commerce Mi@is#ers and the Regional
Planning.Council; The rccomméndations of this éering Qould have then
gone to the RCD Ministerial Council for taking specific decisions. The
proposed joint scssion could not be held. Inétemd,'the Regional Planning
Council met first for its 13th sessién'in Dacca dﬁfing Janvary 24-26,
1971, Thi§,@ﬁs ﬁolloweq_by the 2nd session of the.Commerce/Economy

Ministers on the 27th Janvary and the 13th scssion of the RCD

Ministerial Council on 23th January, 1971.

The Commerce/Tconomy Ministers, though all praise for the
UNCTAD report, could not do more than recommending further study.

This was to be done by ~ ;roup of senior officials and experts, who

;

would report back to their respective Governments within six months.

Thercafter, the Commercc/Bconomy Ministers would hold their 3rd



63

session to consider concrcie proposals. The proposed experts group
was specifically directed to go into _thres questions:

(a) Structure of the current trade regimes in
" member countries

{b) Nature of the present foreirn exchanpe repulations

(c) Collection of information to supplement UNCTAD study

) it its thirteenth session, the RCD Ministerial. Council-~ the
highest decigion-making body in the RCD hierarchy, described the

meeting of the Commerce/Economy Ministoers ag "important", and decided
{ : Y 1 )

what the later had decided to do ¢ further study.

Balance of. Concessions

The leader of the Turkisk delepation at the 13th session of
the Regional Planning Council expressed his dissatisfaction about its

failure to jrepare an acceptable report on "he uajor issues',

Cowing as it Jdid frbm Turicey , Qhﬁse-interest in the RCD trade
liﬂeralisation had so far been miﬁimal, thiQ‘promouncement WAS SONew
what surprising. The Turkish representnﬁivé rejected ”ﬁureaucratic
tools! énd emphagized the need to adhere to ”pfindiplesfof economice'l,
He went on to add:

Joint:purpose cnterprises, harmonisation of the
development plans, enlarpeument of the socio-
cultural activities, and such other well conceived
ideas.or practices can only he térmed as piece-meal
measvres in achiceving our goal, but, on the other
hand, the gradual elimination of the trade barriers in
an intenstive manner in accordance with' the principles
of "palance of concessions' is the single meaningful
“puide of operationa )

Before this, Turkey had consistently stood for an intre-

repional trading arrangement whereby the premexisting international



commitmentsrwould remrin un-influenced. But now she was willing to
consider prcferential trade and pradual abdlifioh of barriers to it
on the hasis of the "principle of balance of concessions's This is
peffoctly jué%ifiedu Non~-reciproeity in‘mattofs of trade concessions
can bé defendcﬁ only with fhe DCQ_Because of the impossibility of
ensuring equality botween the uneounls. Bétﬂeéﬁ}LDCs themselves, a
jreciproéal balance of concessions is not only realisable, but also

in the interest of stabilising a regional sroupinge

The Foreign Minister of Turkey, in his opening statement at
the 13th session of the RCD Ministerial Council, also refrained from
making a mention of his country's existing international commitments.
He noted :

The fact that trade among our countries remainced very

low.in spite of our efforts deployed during the past

years with best intentions in the world, was necessitat-

in~ the adoption of such a scheme of work (Decisions of

CH Cowmerce/Economy Ministers reparding UNCTAD study)

“in order to switch our trade relations from a stagnant
fruitful resultse.

At the b4th session of Regional Planning Council held in

sugust, 1971, the leader of the Turkish deleration further elaborated

ERd
.

on-the question of balance of concessiongs. He said i

Balance in concessions is a ;ood rule, howcver,

{

the desired poal must be to raise the balanced
level and to incrvease the volume of 'actual trade!,

Turkey had now gone ﬁ stép,furthpr in fnvuufinﬁ trade
1iberqlisation, Balaﬁcinﬁ cut the cohcessions wés all right, but this
was no arguinent ﬁot to expand'the.commodity baée of this balance,
Tﬁis favourcble shift on the part of Turkey, if_it‘éould be s0 descri-

bed, of cmphasizing the specifics of trade liberalisation without even
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mentioning the meed te reconcile it with the other international
arrangenents of the membor countrics aupured well for the RCD, But
whal was the explanation ? This was provided by the Turkish Foredisn

Minister in hic opening statement at the 14th session of the RCD

Ministerial Council. He disclowncd

The Burepenn Leonomie Community has declared officially
that it ceonsidoers favourably the promotion of Turkey's
cooperation with Iran and Pakictan within the framework
of 1CD, This declaration has made us hopelful that the
Community would et oppose the implementation of certain
exceptional srpangoments withiin the RUD contexzt of the
hgsocintion acreement between Turkey and the LEC,

This wae a mort lwporlant stokement for many reasons. For

the first time, Turkey admiticd officially, and in unequivocal terms,
that it was her asuociﬁtioh with EEC which had hitherto gonstrained
hor attitude towards trade Liberalicalicn in the RCD regiﬁno Once she
had it clarified, théry wns nothing te stop her from considering a

proposal for liberalising the intea-dCD Trade.

The inaupural messape to the Mith scusion of the RCD
Ministerial Courcil by the Shahnishah of Iran provided further
encourapement. The Shaiinshah obsorved:

Since the Istonbul Summit of 1964, RCD has made
singificant strides. & useful programme of social,
cultural nnd cconomic cooperation lhias heen developed.

It hns enjoye! a larre mvasure of success in bringing
the people of the three countrics closer to ceach
othere RCD low prusued its objectives with a spirit
of understandivg snd realism.

In‘eedy it has not been dishenrtened when certain
projects were not implerieated, as rapdily as it was
or’Finnlly anticiprted, The throe countries have been
cor:scious of the fact that, as witnesscd in similar
or:anizations in other perts of the world, successful
premotion of trode and irdustry on a regional scale,
witt 21l dits. inkerent complexities, require more time
as well as suctained effort.
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Héwévcr, this should not menn that immédiate

pains and transicent circumstances should be

allowed to provent the Council from taking

hold and inaginative decisions to ensurc the

future success of this cooperaticn.

To recapitulate, the idea of an ®CD common market of free
trade area found poyularity more in rhetoric : nd l ess in fact.
Further, while Pakistani and Iranian pronouncements were clenrly
in favour at the hirshest level, Turkey was tight-lipped on the
issue for quite sometime. iowever, a slipht shift inm the Turkish
attitude was digcernible at the advent of 1970s. But the political
will of* the three' to trade amons themselves preferentinlly wns
not yet potting a matchin~ cconomic-institutional response at the
experts levels. In the words of Iraninn Forei;n Minister guoted above,
these

experts wore usy making too many studies of
the report anc reports of the studics.

01
SRR

Beprional Plin Harmonis: Ui

In less developed countries treadind: on ﬁﬁe rond to
development through econoric plannin., an integfﬂtibn scherie has
of necessity to hHe an o,{urmm 111 harmonising national plans on a
re“ional basise Lt the time of the establishment of PCD in 1964,
there was no mehfxmn of this aspoct of r,{lonnl relations. For the
first time, this issue wns coﬁsidoroﬂ by the Ramsar Working Group.

The Third RCD Summlt Comfwrcnc at Kavachi 't:TDGE,doCiﬂcd that

. Industrial ;rUJubtu had heen examincd dnd
“approved by the Hember Governmeats in the
light of their respective national develop-
ment programmes. It is appropriate that at
the time of preparntion of national vrogpra~’
mmes, adequate consiceraticn should he
given to propesing industrial projects with
resicnal sicmificance in adlition to those
which have becn approved.



Nevortheless, only Pakistan announced: that joint-purpose

enterprises would form anliﬁtégrdl part of her;Féurfh Five lear ?lano
There was no such indicéﬁioﬁ on the ﬁgrf of Turkéy and IranalThe
leader of the Pakistan dologution at tﬁe Tenth Session of the Regional
Plannipg Cgunéii stated that his country would;

include in-the Fourth Plon concrete proposals
for regional cooperation within RCD. It is our
helief that projects for cooperation should be
built into the ddvelopment plans of the three
countrics so that a preater measure of plan
harmonisation is sccured mnd projects do not
have to be accommodated at a later stuge on an
ad hoc baois,

The President of Pakisten hing

iself commented on the subject
in his inaugural address at the 10th Session of the RCD Ministerial
Council in Junw, 1969. 'le said :

I obgerve that a decision has been taken to
harmonise futurce Plans of the three countries

and to prepare a joint Plan-in the field of RCD
Trongport and Communications system which would

be incorporated in the Development Plans of the
three countrics. There are obvious difficulties

in the dove~tailing of nationald'plans, and they are
not a1l of a technical nature. Some of thom might be
overcome by allowing a desree of flexibility™in the
mnational plans and by dmarsinative perspective planne
ing. Others will eall for a certain amount of giyemm
anc-toke on the part of national planncrs.

'uhs-the Fcurfh Five quﬁ Plan of Pukigtan could never pet
off to a stért; thc»question_Qf’interregional7hafmonisation did not
arise. It is intérestigﬁ to note that the 10th éession of RCD
Ministerial Céuﬂeii, the hiﬁhcst doéision~making body, did not cven
consider the question of nlan harmwnisation.‘ﬂt the 11th Sessivn of
the RCD Ministerial Council, Palistan once again came out with
support for plﬁn harmonisation. The leader of her delepgation

suprested.:
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We could make a hepinning by inter-change of
informntion and detnils in respect of ouw
plans. This siould be followed by frequent
consultation amoas the planners of the
Memher Countries at various levels. i compara-
tive study of the Development Plans of the
three countrics will alse have the advantapge
of opening up new fields of cooperation and
suptesting: new projects for partic -pxtlon on
a joint venture bazis. The annroved RCD
projects and proposals should, as a motter of
fact, be incroporated straicht away with a
h?uh‘prinritj»ﬁh'thc respective plans of the
thice countrics.

Once again these pleadings by Plklﬂtﬂn te immedintely

start harmonisins national plans could not find place in the joint-
communique q‘ cd at the end of this meeting. The didea of plan
harmonisation, mooted at the Third RCD Summit in Karachi, had to
wait for tho Fburth RCQ Summit Conforonce atlIzmir, which directed
the Mombers to reflect RCD activities in4their national plans. It
also directed the setting up of a sub~comirittee to investipate the
iééues‘iﬁvotvedwiﬁ refional plﬁn:hafmoniSationa"Consequently, the

investigations began in the followins directions:

(a) kg a mlnluwl conlition to initizte conncptuqlly
clsar anc Opexatlonally offective plan harmonisation
work in the RCD context, a sufficiently comprehensive

-preferential trade scheme amony the Member Countrics
which is compatible with their other intcernational
. commitments must be apreoed upon at an early date.

e Such a scheme should at least cover a medium-teorm
perspective and include a time tablic for the progressive
relaxation of nll ¢ffective barricers to intraresional
trade in the region. ‘

(0) Qualified intornational consultants with specinl
expertise in A apital poods industrics should
be commissionsd if possible througsh the World
Baak Group to undertike o thorough study in 197ﬁ,
aiaing at producin: an ‘intérim report on the
rosional industrial invostment porspectives,
preforably for the period 1973/1977 indicating
th2 posgsibilitics of inter and in tra-industry




spucinlization in the RCD region. # comparative
anclyesis of incentive mechanisms nnd instru-
mer talitieas enployed in the Member Countries
should also be covercd in the stwly. The scr-
vices of the conguld tant should be supported wy
quedificd representntives noninsted by the
Plennin: Oranisations of the Mewber Countrics.
Suﬁwleﬂvntﬁry studics required {o produce a
broadly arreed set of muidelines for industrial
1nveJthdu“ in the rerion in the mil 70s should
aloo boe conductoed, ' '

(¢) Thc establishment of @ srecialized rogional
dovelopment ogency o pramote and finance
r“"’vn(L ”MterplluuaﬁohOulU be gtronzly

consilderad,

»

It is self-ovidont that thos> Propos 2ls can not be

considered in isolation: their coordination with the trade liberalie

I3

sation proposals ig egszential, As the later were being studies
separately, plan hormonization had to wait until a comprehensive
intra~trading arrangemncnt could be worked out. The argument on the

subject ERES aptly surmicd up by the loader of the Turkish delegation

at the 13th Sc~“1on of the Rebloﬂ“l ’1ann : Couucila Ié declareds:

If we would like to gee thot the trade rulailons among us
ig increased in ihe spirit of Izmir Summit Conference we
are under the necessity to ;o beyond these pieco-meal
approaches.,

If we achicve o common wderstanding on thi igsue, which
menns reaping jmmediate bonefits of expanded 1nt3a-rcglona]
trode, then tho harmonizotion of the development plans which
by noture is o procass yielding bounefits only in the long
run, may gain a meanincful definition. Otherwise, the idea
of plan harmeriscticon can only be interpreted as the harmo-
nization of the investmont projects which have already bheen
a aractice in RCD ag the joint purpese onterpirses.

A State~of-iff- irs Coopers dion .

¥hile a decision on the results of the UNCTAD study is awaitec,
RCD continu:s to hu whot it was envisoped to be at the Istanbul Summit.
In the abscnce uf s intesration plan, RCD has beoen roaucud to a state

of affairs, as apposed to a process. Yarious cooperative measures
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adopted undcéy RCD. did mark a bepinning of the process of economic

1ntepr ttion, but it wes not 35 conceived in»the jdint Communique of
the Istnnbul Sumnit héli in 1964, The lqﬁer arreed in principle on

these bbjectiveso

1o  Free or frecr movewent of reods through all
proctical monng such ns the conclusion of
Ctrade o, reements,
2e  Bstablishment of closer collahoraticn among
existing chambers of comuerce aad eventually
a joint chamber nf commerce

3, Formulation and implemerntation 5f jolii-
purpose projects.

L, - Reduction of the postal rates betwoen the threc
countries to the level of internal ratesa

50 Improvement of the air transport scrvices within
the region and the eventual establishment of a
strong and competitive international airline among
the threc comntrics.

6. Investipation into the possibility of securing a
close cooperation in the Tield of shipping including
the cotablistment of a joint maritime line or
MCoaference arrangermts.

Ve Undertaking necegsary gtudics for construction and
improvement of rail and road 1inks.a :

8s Simning at an early Jate apreement with a view: to
promotxnr tourism,

9. hholition of visa formalitics among the three
countrics for travel purposas.

10, Provision of technical assistance to cach other 1n
the form of experts.nad trainins f nc¢11t1b“o

11  Cultural cooperation to crinte mass consciousncss
of the coumror cultur:l herite ;e threush the ‘
dissemination of infermation about the history,
civilization and culturc of the threo peopless

<

L critical leok at the above list of objectives reveals that
the emphasis 1o on trade cooperation, not trade liberalization eme—
the basic foature of any propesal for 2conomic integration. The move-

ment of pools was intended to be 'frecr' rother than ""free', Since

the means to this "frecr' trade are reguired to be M"practical'', the
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objective indeed implics an ¢ffort to dlsmantle: the barriers that
the opening up ol normcl trade chonnels penevally ‘come up asainst

on o non=traditional route. The berriers didentified are

(1) Lack of Dusiness Contact: The husiness coummunity

in the three countries had hitherto bben interested

in the trac,litimml trade channels and there was o
‘grcat informetion sap abqut the structure and volume

of supply and demand for poodse. The Joint Chamber of

Commerce was desicned to bridge this pomg

(i1) Lack of Physical Infiﬁigggﬂlgﬁé~The development of
uny husinesr'contabt'Wﬂs precluded by inadequate
means of fransport and communications. The instances
arc not few when a distant industriol countfy is
phygically more accessible than a noighboufing*under—

. ' developed countrjg'It wag, therefare, believed that
the mere wmprovement or establishment of cheaper and
cfficient m@nns,of physical contact mijht brihg in

its wake u substontinl expansion of intraresional

trade,
(i) Lock of Finmacinl Infrastructure:  The availability

1
H

of an casy payment mechanism and banking and insurance
fncilitiow}is an unavoidable orecondition to o gpreater
flow of cocts beyond the national frontiors, The
signifioancé of, this fact guincd recognition in the
soetting up of a.sepnrate Committes on.Bqﬁking and

Insurance,

Thus, the provision of points of contact. busincss and
physical and financinl, would catalyesc the movement of goods within
onfines of the hilaterald or trilateral trade aprcements betwecn
the confines of the hil 1 brilateral trode apreem bhotw

the member Goevormmonts. It need not be reminded here that trade

apreements influence trade flows only indirectly.
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The second, and doubtless the most importnntz'area of
coopuration is induﬁtry. Whorgas trada cnoperntiop ombracas the
promotion of intrarcgionnl movement of existing traditional iLtems,
the scope of industrial cooperation is wider in that it envisares
the produotién of now items to be exchanped subseqﬂently, Formula=
tion of joint-purpose cnterprises, however, should not be confuscd
with plan harmonization. These enterpriscs were given an ad hoc
treatment and were never quite integrated into the national plans.
Their off-take had been insured throuph trade agreements. For all
practical purposes, thereforc, RCD remained iﬁ tholstage of
cooperation, the only differcnce being that it evolved an institutional
machinery as well., It'may well be noted here that Joint Chamber is not
only of eoﬁm&rcc, but nlso of industry. It is supposed to ﬁromote
industrial cooperation as well as promoting the interest of private
ééqtor in joint purpose cnterprises. In addition to trado.and
industrial cooperation, ftechnical, cultural and ftouristic cooperation

was also envisamed.

To join the threads of discussion, ®CD can be dofined as a
state of affairs in contradistinction to n process, whereby an
3
institutionalised decision-making: mechanism has becn worked out with
a view to providing a framework for repional cooperation, but without

fundamental changes in the existing and future intraregional and oxtrea-

regional trading arrangements.
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Chapter Four.

INTERN:T, DYNANMICS

-VAS a cooperative repime, the HCD has shown not inconsider—‘
able internal dynamic@,:which should not be clouded by the static
and state-ofeaffairs nature of its concent from the standpoint of
models of wrowth throu h rcgi5nal intorration, ﬂﬁe instrument for
repional cooperation in indusley undor the RCD is tho'fmrmuiation

and implerantation of Joint Purpose Enterpriscs (JPEs), in public

as well as in private sector (through the Joint Chamber of Industry).

on the basgis of apreements on assured off-take.

iconomics of JPDLy

o0ling of industrinlization effort constitutes the
strateric plank of the RCD plan. To begin with, the Comsittee on
JPEs (now Cormittee on Incustry) identificd, in 1964, 19”éreas of
cooperatinn, with the subscguent addition of two more groups of

industries. “he selected aveas ranged from light manufactures to

interhediate and jnvestment poods,

Then came the alloeation of studies to "the three' so as
to judge the fitness of the areas sclected for regional cocperations
4 three-way criteria govoerned the .allocation of studicss

(i)  Tactor endowment and comparative advantage
(ii)  Share in the regional market

(#ii) Demonstrated ability to plan and implement a
nrojecte
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o Various difficultics and inconsistencies can be peinted
oute Firstly, hdherongo to the plobally rejected cnmpﬁrat1§¥
advantace doctrine in resional industrialisation is not under-
standable., In practice, the comparative advantape turned out to
he absolute advantage as the HCLouJ\ﬂp taskrof mgﬂsurnni the =
_vgpipus.compﬂrativo advantaﬁéé“could ﬁdt ;~so1bly have éeéh
_un@grtﬁk@ﬂu Secondly, it is hard to reconcile (i§ wiﬁh (iii),
InJLﬁCé; if is nbt'ﬁnusuﬁl-toihnvo qccumulﬁfb\ |iﬁnn1nr 0Y5ortlsk
ln pTOClbklb ‘the fields wiere QOmpmraﬁjvc.adQHnﬁﬁgé is.lackihgo

Thlrdly, the aharo in the repional market presumably fiplies the

o

sharo in tho canncity of supplicr, ipnorving thus the more importe
o . :
ant fact of thb shore as demonder,

il
ThuSe}oquptignS wéﬁid'hﬂvé“ldgt much éf theirvvﬁlidity

it the allocation of a stﬁéy héd'notjimplied;an ipso facto
allocation «f location. But that is cxactly what bas happened. Most
of ‘the St@digs,_g%lgoated mainly on the basgis of @'mémborfs
position ﬁs,sypplierj 5#5@;étéd allobational pattern that favoured
the coyntry of study. Whiio fﬁc uﬁifbrm and standnrdisqq.proforma
contained que%ulorﬁ bOuh nbout nbrizohtal and Vgrticgl sﬁgqializam

'tions,nas—also.about optimum size5:the results of the studies tended
towards tying the region to an exclusive s&ufce”of supply. Not

only the benefits from p?t tial’ oomplcmcntirltluﬂ were éyer_
looked;”ﬁut also theré.waﬁjno.offorﬁ cn the p&r£ of m;mbéfs to
no“u+1ate a balanced 1nvostment puckope. ‘Evoﬂ_so, the production
fians che not harioniouss the TurkLsn aiuminiﬁﬁ plant ik clearly

parallel to the RCD plant in Irane Such disharmonics continued to
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occur. in the absence of an obligation to  consult beforc entering
: B R

an RCD arcs of production.

Fitcl

Operational Machinery

Jter the Ministerinl Counell has approved the sctting up

Ly

of a parti:ular JPE in a country, tho.participatinn countries sign
a Memorancam of Understanding in the lipht of thoe RCD Aprcement for
Prowotion :nd Operation of JPBEs sicncd on November 6, 1967 to
devige o Ifrmal machiiwerye. Here are ito salicnt foa}ures:

1. The JPEs can be jointly owned by public and/or
private soector of one or mors countrics through
equity perticivition. They are "joint-purpose!
in the sense that the raw material of ohe country
could be utiligzed to create productive capacitby
in another on the basis of long-term off-thke
arrrecricnts.

2. Recipient countries will provide all the
facilities to the JPEs that are normally
available to domegtic conceims.

%o Repional skills, spares and equipment will be
preferred if available (a) at internationally
competitive prices (b) arc of acceptable
standard and (c) compare favourably with
financial arrangements from extraregional
BOULCES e



Ly The employces in on KCD venture shall be allowed
to transfer their savings from net income to the
country of origine '

The investment can take place in torms of any
mtually acceptuble currency, kind or service,
though the investing Cruuiry shall not withdraw
her equity capital bhefore 5 years.

Ot
'Y

6. The recipient shell provide fnacilities for
repatriation of capital. and remittnnce of
dividends after taxes in the curroncy of
original investment. '

7. The fApreoment for aveidance of double taxation
with vespect to income, if sipned, shall also
o applicable to income derived from joint.
purpomc enterprises,

8o The prrticipating Governments sholl undertake
to review their feveign trade repulations to

ensure the implementation of the Momurwnda of
Uniderstanding e

In addition, the Karechi Summit cecided that the JPEs

should generally conferm te the following puidelines:

1o They sheuld e internationally coupetitives

2, Moy should be industrics whose cconorices
are viahle on a regicnal rather thoan national
bnsise

Ze They should he dinductrices contribubing to
improvenent in balance of paymentoe

he Thoy should be large scnle iadustries, the
prowuct of wkick could feed 2nb311"1y and
subaidisary lundustrics orn o national basice

s

uophluLLC\Lﬂd Incdhugtric:

The Tiret five years off RCD had geen the planning of
exchange~soving enterpriscas. The propramme for the next five
years almed ot implasenting the approved JPBs and planning en

adequate portfolic of sophisticated industries. As a first stop,

the assistance of UNIDO (United Haticns Industrial Development
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Organisation) was sousht in 1969 to study the possibility of
setting up an_RCD_Hoqu Engineering and Electrical Corporation
and to evolve a rational and integrated approach. A preliminary
report was submitted for the consideration of the member Govern—

ments before the end of 1970,

Alzo, UNIDO rubnitted a preliminary rveport proposing
the settingup of an KOD dndustrial Information and Documentation

Centre.

In casc of iron and stezl, all of the threo momﬂer& were
turning out output far short of ﬁemnndo Sulf-suffiéiency in stecl-
meking was an impoertont objective in the natienal plons of Turkey,
Tran ugd Prkistan, The need #or plenning and dwplementing o JPE
in_this fipld was abed lute. In 1067, the agsregate demnnﬂ for iron
and steel ‘n the BCD repion wns cstimated at less than half a
million.toms, the respective conteibutions of Turkey, Iron and
Takistan boing 42 percent, 25 per cent mud331 p&rcentn A 20 year
projection into 19567 showed that the RCD dewmand would jump up to 32
million tons, but of wirich enly 10 miliion tons would be prcducod.

within the region.

Petrcleum and Petrochermicals

The most important project planned in this field was

the construction of a 1080-mile oil pipeline from Southern Iranian
o0ilfields to the Mediterrancean or Black Sea Coast of Turkey. This
strategic link would have nn initial capocity of 0.8 million b/d,

with possibilitics of raising it to 1.2 million b/d later. Known



78

ag Ahwaz-Tukendrun pipeline, its completion dependied on the extont
to which a winiowsi level of thorouplput could he achicved: through

mutual agrooment.

Other arens of cooneration in this Tield included csnetruc-
tion of fillinr staticas in berder arcos, supply of natural pos ond
of aviation fuels qnd fucling in Irene A jdint-Iren-Pokiston Coupero-
tion was apreed to in principle in Februory, 1971. It could not,
however, inpedintely lead to a definitive aprecacnt. 4 ucteworthy
project wag the Izmir 041 }LilnLlyo However,  the nepotintions resnrd-

. N > :
ing crude supplics and priccs hnd not been concluded till dusust 1971

between HIOC mm! PPAO, Digcussions were alse taking place for supply

of natural pas from Iran te Turkeye

Stlnd ardis.ation

Standardization defines the extent of product differentation.
Formulation of RCD strpderds is o pre roequisite to fruiti/ul industerisl.
cooperation rnd prector 1ntlwrb5“uH A trnde. The undficotion of

standards roduces ceots, making the preducts conpetitive. Iy June

I

106) prm wanle were mnde ro

ting cormion prececure for stoandards

izing exports, cortificition marks and cormodity inspection. A seminar

was also held, making the following recomuendations 3

1. te study tho ways nnd means to hoarocenizoe the methods
~ nd practices of standardization by dovetailing the
prevelent procedural snd orpmnizational differeonces:

2. to cocpoerate first in sclective items with proprosuive
addition “ta the list of itenss
%e to accord matual recornition to the oxis tln, standards
and certification rarkes '
b, to provide.reciprocal labora tnry fa 0111t105 in case of
certadn items, if necusanrys
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5. to provide training fodilitica within tho
-~ framework of ICD Proframme of Technical
»Coopmratlon’

6. to regularisc “the exchange of information,

© eppécially ‘the lists of cortified products,
between national standards 1nut1tuteﬁ
“through RCD Secrctarlat

7 .to progressively adopt metric system.

MOut of thesc rcconnonﬁﬂtlons Were 1°°ODtad and the e%tﬂbllsh»

ment of ~nn RCD Advisory and Desipgn Contre rocommended

RADL huD CLHMETCE

Trnde cooperation wnder RCD began on a bilateral baﬁis, ™
agrecement on domiciley conmerce and tranult trade and ﬂnofhur trqdc
agreenent for the annual wxohﬁnge of additional poods vworth Rs.k5
lakh between Iran and Pakistan existed even boforu RCD war hoin .
Iranian potroloum.oxporté‘to Pokistan were nade thrduéﬁ‘dﬁ‘inéer”
-national consortiun. Aftor:tlic inception of RCD, bilateral trade
agreements between Tu rkey 1nd Iran (Septerber 22, 1964) and Purkey
and Pokistan (Decemher 19, 1064) werc concludcd Thu akaurk—
agrecnent waa ;e encral goodwill typo, providing for 105t-Ffavou-ed
notional treatmont, transit facilitics, re-cxport restrictions and
participation in fairs and exhibitions. Unlike Pﬁk-Irﬂn dprcement,

{t did not specify the list of exchiangeable items and their voluc.

Exchangeable Iteus

A Ylist of oxchanpeable items was prepared in March 1965

The possibility of joint publicity and markctihg‘pol{ciég

" pest of the world was also being; studicss '



In 1969, the LDUs initinted a round of trade negotingions
under QATT for the mutunl grant of concessions in regard to tariff
Las well as nontariff Lnrriers on a product.-by~product basis. Since
‘thesc concessiohs would be available to alil né@ﬁbi&tiﬁg 1BCs, their
‘impact on intra RCD trnde wos unlikcly to be significanto However,
the lists of itohs of concermsion submittod.hy RCD partners te cach
other fcf the purpose oif these ncmotiatioﬂé throw considerasbhlo Liglt
on the poccibilities of intra-RCD trade. Thus, Pokistan sougsht
concessions from Turkey on 16 itenms. In return, Pakistan was asked

by Turkey to pive concessions on 24 items and by Iran on 61 items,

Pak-Iran Commodity BExchange dgreement

Trading Corpovation of Pakistan (TCP) and the Forcign
Transactior. Company (FIC) of Iran signed o commodity exchange agree..
ment on 30 June, 1969 for a ¥ 520,000 worth of commodity oxchange.,

Later, 1t was extended up to March. 1972,

Turkish fnimal and Mest Fxports to Iran

Iyan purchasc 1 sheep and sheop meat from Turkey valued at
$ 645 million during July 1968 to April 1969, Townrds the end of
1971, however, the Iranion imports declined because of non=competitive

prices.

Pak-~Iran Border Trade

Th'e proposal for cxpanding Pak-~Iran border trade, made by
Iran in 1969, had not been finaliscd by 1971 A number of difficul.-

ties arose in the course of negotintions. First, zeera exports nre



vitally imortant for thoe ccoﬂomy of the people on the Iranion side
ldf the horlers YWhile Iran ﬁrcssed for accoleraticn:of éxports of
zeara by 2F per cent, Pakistan did not find it pogzible to oblige,
there beins n conpiderable domsstic production of zecra in Pakiston
ng well. Socond, the guestien of the peyment mechaniss alse prosen-
ted prent difficultics. The burder trade, involving Iranian zcera
and Pmki#tnni Jute moods and hides and skins, wae not governed by
RCD Union for Multiloteral Paynments drrangemesnts. Thum,vin the
absence ofv#‘suitahlc payment mechaniom, many anti-~social practices

flourished,

Iran's Transit Trade throush Trolzon

The investipation of the possibilitics of Iran's transit
% i i

trade throuszh the Turkicsh port of Prabzen had beoon started soon

after RCD came inte boingse. In 1971, the matter was still at the

stage of prepnring the necussary feasibility study.

Cocrdination hetween Fxport Promction quycies

Is Novcmbﬁr 1970, a jeint session of cxport promotion
agencics in the member countries was held iannra§hio It recopnised
the nced for closur collaboration Lotweon the- hroo‘dgenciésg
regional fairs and exiibiticons, joiut publicity, exchange df lists
of importers and oxportoers, and market surveyse hlso considered was

the possibility of cooperation between Turkey and Iran in marketing

of pistachioc.
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Howcver, the iost import-nt decicion wai that each agency
would corry cut a study of export procedurcs impoeding intra-RCD
e

trade and suggost simplifying modificaticns. By end 1971, no signi-

ficant step had been taken in this dircetion.

Fairs. and Exhibitions

Prkdistan and Turkey parﬁioiﬁntéd in the Sccond Intefnational
Asion Fair heled in Tchran during Ocﬁohor 1969, The‘mdﬁbors set up
their pavillions in the sano buildihg the commercial soliddrity of
the RCDQ‘Th; RCD countriés also pﬁrticipatud in the Izmir Intor-

national Fnir during August-Septerber 1971.

Iran's Participation in Sultana Aprcecorent

Since 1969, the Iranion Driced Fruit Exporters Association
was negotioting to participate in the Internaticnal Sultana fgreement,

greenment had net bheon finalisoede

Oy

By 1971, however, the n

Studies on lovement of CGoods and Freipght Rates

The RCb Sumit at Karachi had recopmonded the'ﬁrééaration
of (i) a prgliminnry study on the moverient of goods hetween Enst
and West and vice versa throush the region; nnd (ii) A comparative
study of frcight rates through various modes of transportation.

(air, sea, roads and railways.)

- It took threce years hefore the draft terms of reference,
prepared by Turkey for conducting these studies,.could be circula-

ted amocnpst the merber sovernments,
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Tripartite Agrcement on Demicile
2XOCUONT aeLle

The question of drawing up a tripﬂrtitc agreenent on

domieile was taken up in thc bonnnnln but was formally droppod

oE ]

~ e
in June 1969,

Multilaternl Pnymcnts»hrranmement

dbsence of a payuents and credit mechanism scverely

irhibits the growth of intrarcsional trade of LDCs like the KCD

mombcfs. What'is sﬁn;gj‘ﬁ¢f0 is the ﬁaidnéc bf'pﬁymoﬁté;;Thié
prcblcm was taken c&n nlaahce of on July?ﬁ; 19€7 ﬁhen’théfRéD Unicn
for Multiliteral Pa Jm(ntJ”Arrangemen%svstartgd fﬁnctioning,"ﬂnder
this systedj'each Ccﬁffdi Bank maintadns a disintofeé%odrénd‘freen
of—bank;Ehdige'éécoﬁnt‘Wifﬁ its mthor‘twO-cnﬁnterparts; Tﬁevhccounts
(aré doﬁémiﬁatedgin acbontoﬁ Qonﬁertibié” curr ouclau, Thb mutual]y
granted credit line is i m1teﬂ up to ¢ 2 mlLllun, Evury year on 30th
June, which narks the §nd of nccmunting‘period, the apcquntg are

settled according to this formla @

>

(a) SOp of debts to hc clearcd within 30 days in
o Cterms of a convertible currcney dernnded by, -
he c“*ditors; e -
(b)  the remaining 5OV to he duhltvd against the
credit of the country in question for tho
coming ﬂbCuWHltllV‘ ntrl 3

(c) 11 payments heyond the fixed credit lipit- to
be made in hnrd currency.
Annual trwn wctlonb are re vicwed at the moetlng of the
Tochnical Bonrd, held a month bofore'tho canolusion of'thQ:QOCOuntn

ing period. The debtor ccuntry can outtlu an outstnnding bhalance

by increasing its exports to the creditors within 6 months of the.
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date of expirty cof the dprecncnt. wry failure of cxports to prow ot

the required rate within the specified perdied will make the country

liable to pay the renninder ot once in hard -currency.

The Aprceement is not a pnynents union in the strict sensc
of the term, bhut it dees afford an automatic cloaring mechanism for
RCD paymentse Further, it indicates sohé} if not substantinl,
propgress toward correcting intraresional imbalances. Further étill,
it multilat#raiized éhu pre~existing bilateral approach to payuents,
the later being inconsistent with the tripartite concept of RCD,
Finally, and notnﬁly, the three nonetary authoritics have in the
frreoement a repular peint of contact - o hitﬁerto ignored fncet of
rcgional'Coupefation;'Thc Arrangement is limited to the balance of
visible paymontsloxciuiinm border trade and warﬁaterialso It operates
sunject to the commercinl policies, customs rules, oxchange control

and other laws nad regulntions of '"the threc.

Tripartite Trade &sprecment

The multilateralization of payments nQCQSSitnted pari
pPAssu a roview of the éxistin@ bipartite trade apreencnts. Consequen-
tly, a Tripartite Trade 4greement was signed in September 1968 hy
Commerce/Beonony Ministers at Tehrane. The new hpreement provided for
wmost-faveured national treatment with repard to customs rules and
regulations, single-country license system, prefercntial treatment
to RCD sources for puhlic‘secfor-ﬁurchascs when competitive with
oxtra~-RCD aoﬁrcos, froguent @xchanﬁe.of trad@ dologdtions and check

on the illepal traffic of poods.
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By 1971, this ngreemcent had heen ratificd by Turkey. and

Pakistane. Tie Iranian instrumcnts of ratification wore still awaited.

Tripartite Acreement oi. Transit Trade
Jrip be_s\iroement or L

Considuration of the conclusion of a frinartité’agreémont on
transit trade started qﬁito earlys Like tie proposed ﬁfreeméh% on
trade, thié agrecoment too turned out to Le a matter of hard nepotine-
tions; Thers were differcices ahongst»the nember rovernments.  There
were differences amenrst the muﬁﬂcr pevernmonts on tripartifo cnaracter
of the agrecment. Tran alrendy had o ﬁi;artitﬁ trdngit trade aproc-
nent with wakoya Tt wos finally decided towards the end of 1971 that
similar aprscments should be ronched Letween Ipan and Pakistan, and

Turkey and “akistan on a “i-partite basis.

Exchanrpe of Surpluses

Towards the ond of 1970 the need for working out special
arrangements for the disposal of the surpluscs of snecific commodi-
ties like Tertilizer, =i nnd  foodstuffs ~yininest the deficits

had been recnpniseds Nevertheless, no concrete steps were taken in

this regarde.

KOLE OF PRIVLTEL SECTOR

Untill 1971, private sector was the maj-r source of 1-ree
scale induetrinl investment in the member countrics. In fact in mid-
sixties, the time KCD wns born; the privote investor in his ros-

.

pective country enjoyed a sizeable does of official patronnge and

concessions. dowever, the private scctor did not show much interest

in regional investment, JPBs and introrepional trade,



The nonwtraditicnal nature of the rerional investment

portfoliv, thu extended senle, lnck of infrastructure, relative
inadequacy of the regional incanfives as comparéd“ta &omcsfié
incentives and, mest important, the equiveocalism of the concept of
integration involvaed in_tha_RCD gchumo’are some ¢f the reasens for

N

the shyness.of private initiative. o R

D Chamber of Commeres and Industry

attompts o netivise the privntQ é;étor had_bééﬁﬁ'ﬁc ehrly
as March 1065 when the constitution of joint RCD Chamber of Comnmerc
and Industey (RC?CC & 1) wﬁ; ;pprovodaf The Chamber was officially
inausurate.’ in hsugust 1965 in Tehran, its iead Officc. It has its

<

regicnal offices at Knrachi and Istanbul. The Chouber was expected

to perform n preat fent indeed. 45 Dr. Alikhani, the Iranian fico-
nomy Minister, ncoted ot its inausuraticn:

It will he essentinlly threoush the Jeint Chambor,
and the private scetor it represcnts, that the

intraresgiennl trade and jointepurpose industrinl
enterprises will have to be developed for the
comien benefit of the Member countrios.

The formation of RCD Chrmber was expected to help shake
of the uwsunl shyncss of the private sector in nun-traditionn
trade and investment, Its arca of operation included intraresional

trade as well as jointepurpose industrial entorpricscse. The function

assigned to the Chambor werc outlined s under:

1«  To establish the hitherto lacking contnct in
the business community of the three countrics
through cooperations among the nationnl Chambers,

2 Toradopt n cummon aprroach in discussions of
cooperation at the international level,
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2. To collcct, and process the requicite data on
the volume, structurc and dircction of trade,
export surpluses and production potentinls so
as to prﬂmoto intra~RCD trade.

L, " To estab11 h.commonvShmwroéms;and.hnlls; to
arrange seminarg , expositicns, fairs and
wuhllc1ty 0qmpulmn ; nd to exchange trade

lelozntions. o .

5 To present the views of the private secctor
on the impnct of eofficial policics and to
make concrcte recommendntions for the expan-
sion of jntramrob'wnal trade and removol of
.dlfflcultLbo in respoect of specific items to
the throe Governmenteo,

6. T6 help settle intraregional busincss disputes

g P 3
if the disputants under ,nkn, to comply by the
Chamber's. decision. '

7« In the ficld of industry, to cncourage privatoe -
capital by giving wide publicity to (i) the
approved JPEs and (ii) to the fact that regionally
sultable and viable joint venturcs are permissiblc
even at the privato initintives

Originnliy, the Chomhoer functioned through a Supremo

Councile iowover, since Junc 1969, the RCD Scerctary General and
Cocrdina tlan Committec hnve kept o er w~tch on its working
~nd budn’tlnqa It wns hoped that this neasure Ulll surflclcntly

fill the crponisaticnal and fina 10111 rnops experienced by the

RCDCC & I in its infaney.,

The'RCDCC & I has beon instrumental 1n the flnalluation
of livestock nnil pistachiovdoals, oxchange of chemicals and joint'
film-making¢ fmong its positive pronsqlo for rygluaql cocperation
were o "clearing hous set oredit arrﬁnrcment, identification of arcas
of fruitful trade and industriml cgopqrntion on £he basis of wmarket
and investmcnt surveys, sctting up‘of a Regional. Trading Coopera-

tion and Leglﬂn.l Investment Banka .
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The First Moeting of the RCD Commcrce/Beonomy
Ministers asked the RCD Chamber of Commerce mnd
Tudustry  to nake concrete recommcndations for
expansisn of intrarepional trade - removal of
diffficulties in respect of specific iteoms.

In its mecting in Karnchi in December 1968, the RCDOC & I
anreed in prinéible te. an eventual transition tewards an RCD Common
Market. . For the present, it recomwended the SCtting up of an Bxport
Mnrketinm'ﬁéérd to eliminate Mharmful competition, froater exchange
of trade delegutiuns,'bfoadeuing the list of itcms'for sinple cruntry
licensing, woidance of double taxation and facilities for repatrii-
tion of capifal and remittance of prvfits'and dividends from one

member country 0 another,

T Third RCD summit held in Karachi in 1968 recommended

the ernsiderction of the setting up of a Regivnal Bank. The Summit
alsc recomwn .nded thnt

the private scoctor shoulll He mers clogoly
assecicted with the planning and the

execntion of joint purpdse enterprises ond
that projects which have boen aprrvoved should
e siven wide publicity in Member countrics
with n vicw to inviting the private scctor to
toke up the promotiun of these enteryriscs.
The 1CD Chrmibor »f Commerce ond Industry, in
collaboration with its national constitutents
should give wider publicity te such enterprises
and to the frcet that 1t is permissible for the
private seetor itself to initinte industrial
ventures on o joint purpose entorprisc basis
provided of course thnt they arc suitable and
have regional signitficancca

Apart from some interest in the nlready lew level of intro-
regional trade, the private sector did not come forward to take up
any of the significant JPE from the approved list, wmuch less puppest

new JPhs of its own. Tic HCDCC & T itsclf lacked dynamisme For about
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threc yeare, the meceting of its Council wes not held, although the

terms of the office beorors had expireds

A Seminar on Frivate Investiuent

A fullefledped Semin;r was.holﬂ in bhnkara from 3-5 Novenboer
on "The Role of the Privnto Scetor in Industrinl Develcopmont with
particular Referonce to RCD Joint Purnese Bnteryriscs". It was here
that specific concessions were sowrht for private investment in

JPEg .

The mest impertant recopmenditions were as under:

1o The approvel procodure of JrBs he simplified,

2. In consvliation with RCDCC & I, an RCD. industrinl
investnont schedule sheuld be prepared,

3.  Fomsibility of ~m oCD Development Bank should
he seri usly leokaed into.

b, The facilitivs for underwriting the capital

issnes nd the uniformity of statutery

provisivn covernin: privete capital dnvestnent
shovld he cngured. : '
5ea arecnerts should B coneladed on aveidance of

double toocbion, ropateiation of capital and
remittance of profits ~nd o wultilateral invest-
ment insurance schowe to cnsure the sceurity of
private investwent in the host ccuntry.

However, even this incentives packape would not attract
the Pakistani investor, who wns born with the PIDC spoen in his
mouth: this corporation would o into srcas whore private capital

dreaded to troend, perforn the risk-minimisation function at public

expense, and privatise the venturc the mement it achieved a profit-

maximising scalee and this type of suppesticn did come from the

joint mecting of the Inlustrial Development Bonks of the throe

countrics in May 1971 in Tohrone It was recommended thats
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~details of the already approved and/cr approved in
principle "jeint purposc enterpriscs® should be
ma'c available to respoctive Development Banks. The
Banks can then evaluats thesce projects according to
their appraisal methods and when feound expedient
they would submit them with their reccmmendations
to possible invectors in the private sector, or,
thoy could themsclves participate in such Jjoint
ventures - with the understanding of . selling their
shares to the. private sector in some future datae

fnother proposal was to collaborate with Multiaational
Corporations in projocts divisible into variocus wnits to bhe lozated

in the member countrics sc as to develop rupiconal cemplementaritics.
; it I

Ti1l late 1971, however, the privite sector and the foreign
investor and not begun to enter the RCD mnrket in any sipnificant
MaNNer o

PROGIESSS TN TDUSTRY AiiD COMMERCE

e N ikt R 3 ) iR e [P i e

By dsugust 1971, 15 cut of the 55 approved JPEs hal gone into
production. On this bhouois, thc implementation fipure works out at 27
per cent, or on average ~f 2 units per year. Three JPUs were found
infeasible and, thersfore, dropred. it lcﬂsﬁ 10 fonsibility studies
on JPEs were far from being complieted, The tollowing toble gives

detadls in this reparl.
TABLE 1

_JPEg : STUDIBS NOT COMPLATED

Joint Furpose Enterprisc o Country
1o Carrier Telephone and Tolegraph Equipmente . Pakistan
2.  Fabrication of Stainless Steel & Noneferrous

Chemical Bguipment. o Pakistan
o  Pumps for Chemical Industry ' Pakistan

hao  Specinl Valves _ ' Iran
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Joint Purne se bBpterorise Country
5. Zinc Plant . _ . Iran & Turkey
6. Conl | ' T : : Turkey
7. \Vheels | " o  Turkey
8s  Brokes : : : - Turkey
9o Sﬁqciﬂl Type of Dry Cells '_Tdrkey
10. Shiﬁnbuildiug _ h Tufkéy

By the end of 1972, another 6 JPHEs were expected to start
commexrcinl operntionss Rest of the JPis were in various Stage of
development. On the wholey the progress in the field of JPBs had not

heen yery encouraginge

In the period wnder study (1964-~771), intrarcgional trade
remained uninfluenced by the formetion of ROD. Tt continuéd te be
roushly 2 per cent of the asgresite foereipn tyade of the region. The
same percentape held trnb for the wei ht «f the trade with RCE
partners in the cverall {teade of eoch momber separately. Tablé 2 and

3 throw some lisht or the progress in the ficld of trade,

eI i -
‘l?LI._BJT_u-'_J L':'

PLE-ICD THADE

U (RSathﬁﬁsand) -
1963-60  1064et5  1985-66  1966=67  1967~68  1968~69  1969-70 1970-71
Luperts freom » S
Iran 167779 66899 28883 12ka72 157281 150450 120588 101068
Importes from . ' |
Turkey 956 142 747 10229 1692 1573 1373 2678
Tmports from . P
CD 168735 67041 29626 134501 158973 152023 121961 183746
Exports to . o 7 ) —
Iren 9732 - 12118 12637 15597 21105 24139 25672 22109

"Exports to :
Turkey . 2920 6835 . 16290 23147 48963 12651 19850 16772

E
XBEEES YO ocss 48953 29927 h8phh 70068 369790 45522 38881

Source : C80, 25 Years of Pakiston ir Statistics




it willhbg scen L£rom Tnbl@'énéhatithélpfu;RCD»leVeLxdf
importé.frou Iran (1963-6L) could not be excceded -hefore 19?5%71,
In fact, imvorts declipned sharply in the yeariRCD WS inﬁugu;ated,
loGey 1964=€5, continuing well inte 4965-66. This wns, however, the
pcriéd of the Septenber War hetweon Pakiston ond India; s for
Turkey, imprrts inched from an dnsignificant level to a little less
insiynificant luvels Oversall dwmports from RCD to Pakistan set a
pattorn sinilsr to that with Tran alenc. Bxports te #CD depict o bripater
picturce, with a stendy;risé'botweun 1903-64 to 1969-00. But there wos
a levelling off after 196?-68, theush the absolute quantities were
higher than the pre-=RBCD year. Bxports to Iran rose stondlily between

1963-64% to 1969-70.
During 1964-71, the Iren-~Turkey trade displayed nn erratic
pattern. This is evident from Table 3.

TuBLE 3

ThaDE B iWwEl TG LHD TURKEY

S . S (Bs.thousnnd)
1 Turkey's Exports to Iron

Year Iran's Buperts te Yarkey

s, e n [N . v - =

i

1964 - 55759 27579
1965 o 2359 R : NS
1966 1704 281
1967 700 543
1968 5236 1347
1969 14 _ 17212
1970 24 16897
1971 524 25276 feo

e 11 A e 7 AR S S L SRR ) ) 2 e, LM . W TR A P AR A sk T Ty TS . U =, 0¥ At

Source 3 U,MN,, Year Book of Forcimm Trade Statistics




It will be scen that Troaian exports £o Turkey slumpled
from RS-?Jﬂ?,Sé;OOO in 1964 to o onltry mamowat of Rs,.5,24,000,
although the Jdecline is not 18 gharp in case of Turkish.cxports
to Iran, the luvel nchieved in 1971 was still lower thgn that in

1064 ,

PTCT L TNTL. TRUCRULE

The flow of introresionnl trade is dctérmined in a siﬁni:
ficant way by the size of the financial infrostructure aveilable in
the form of integrated and drﬁnnisod money and capitnl markets for
financing investmuﬁt, payments avcanrements anl banking: facilitios
for commercinl financing and insur-nce facilities to coﬁor any risks
thereoé. While payments arranpement Las beon discussed inlthé previous
scetion, a resume of hanking and insurance in the conteéext of RCD

followse.
Sanking Facilitics

Tac mensures in the field of Smnking include a reciprocal
opening of branches of naticnnl banks with facilitics f&r capitnl
repotriation and prnfit remittance; the use of 1moalrbanks as Corres=
pondents to the possible extent and accerding them afproféruntial
treatment in the form of concessional ratus and chnrgos§ anc o
procramie for the cxchanﬁé of banking know-~how, especinlly the
expertise accummuloted in the formation of specicdised credit
instituticase

v

The State Bank of Pakistan has printed the RCD Manual on
Banking. It contoins a comprohensive account of the laws, practices

and statictics of RCD bonking,



L sibjeet of continucus a

establishin  an RCD Commercinl

o single ingtbitution with bot
A concrete vproposal could only

three central hrmks. This hnd

Insurance and Reinsurance

Insurance by its very
greater the numher of

risk and hence lower the rates

tions form the basis of

policies,

ascoertaining
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udy hag been the question of

Bank and an RCD Deve lopmunt Bank, or

1 cormercianl and devolnmeﬂtal functions.

cmerme after o jeint mgeting of the

not been held 111 1971,

char-~cter is a mltilateral affair:

tha preater the sproad of probable
of premiwum, sinco.adturial compu o
| As

riske guch, insurancc and

reinsurance arce ideal sphercs of repional cocperationa
The RCD insur-nce h3c0t1vgu are thr nful
()  teo prosressively diminish the cutflow of
searce forciim exchonse on lnsurance and
reinsursnce nccount;
(b)) to make sy prosress tows the ncittevenment

of dinterns

fonally competitive stan

inrss of the

RCD insurance services:

(¢) "to posl
threetls
Rcav“urtvce L((l o aetuieve

insurance Pools, n

werce established in 1966 in Iran, Poakiston and

The actual functioning:

Avintion Pocol in Pokistan started cperaticns in 1

pocly proposed to be set up in
ment of the:Aviation Pocl, was

January 1971. ‘A marine foreipm

the teelmienl cuperionce

the

¥, accident,

strrted

by 'the

sodned

first objective, three RCD Ree

Marine (Hulllnnd Cary:e) and Fire
Turkey respectively.
en January 1, 1967 Consequently, an

$65, An Enyinecrin:-
Iron immedintely after the estahlish-
at lenpgth launched into operation in

currcacy pool is being planned. The

Pools are desipned to crcwto additicnal underwriting capscity on the
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basis of the repional merket to (1) prescrve the new reinsurances

within the recion (2) divert the existing RCD reinsurances with

the pxﬁrnru;imnal crmecras to the rcgion‘aﬁd'(})“éecufé reinsuranCO
from extra-RCD sources.  Thus the Pools ﬁre gcnred; not only to
preserve antt save férgign excﬁaﬁno, hut alsc fto carn it. The tochni
cal an: managerial ﬁi!nirs arb'imokoi after by n Teéhnichl Ceormd tta
aﬁd»ﬁﬂnaﬁeﬁént Bnnrd,‘oaph congisting of twe members from cach
countrys Initinlly, the contributions to Firé,nﬁﬁring mma acecident
Pools .frcem the three nntional reinsurance corporations were fixed
at ¥ 75,000, which left in tho business pipelihe of each pool a
minimum of ¥ 225,000 with additicns of veluntory cessions from
private national concurns. The business was-dividcd a%mng the

1

members in consonance with o preletermined formuln. Table 4 pives

F

mewmbership-wise projress. These figures reveal sntisfactory, 4f et

spectacular, dmprovemsnt.

T4LBLE 4

MEMBERSGTP 0F RCD HUsTHSURMAICE POCLS »

- i N B N R, B

1967 1968 1969 1970 1971

Fire Pool : 25 30 39 b2 7

inrine Pool 25 X 26 - b by -
Accident Pool- 1% w18 19 - 20
Aviation Pool - 19 19 25 ey




96

Tabhle 5 portrays the business-wise proiress of the RCD Pools

TABLE 5

'GROSS PREMIUM B.RN LD

R e, A ML At A o 5y

) ) o e N (U8 &)
1567 1968 . 1969 1970
Fire Pool 576,566 sho0,260 678,803 781,333
Marine Pool 377,478 466,912 517,795 578,750
Accident Pool 395,728 493,452 548,000 600,000
dviation Pool L - 21,596 45,703 45,000
Total 1,349,772 1,552,720 1,791,189 2 005,080

the

It is clear from T~olb 5 that the busincss Joubled during

perind under reporba.

RCD Insurance Centre: To translate the objectives (b) ~nd {e) ints

practice, HCD Insurance Centre was institute? at Karachi on July,

Dy

1965, One has only te slance at its functicns to knew the pivotal

position that the Centre occupics in the RCD scheme of insurance.

The functisng are as under:

1« to furnish a bhrain-trust for the conception of
inproved wnys am! means of ropional cooperation
in insurance;

‘2, to serve as an instrumont throuh which national
concerns exchange business;

3. to complle an RCD Insurance Manual;

he to provide a point of contnet for the RCD insurance
men and companiess

S5« to coordinate the technical cooperation in the field
of insurance and to orpanise joint progucts, seminars
and short, intermedinte courses. -
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Tho RCD Insurnnce Monual bepnn to bhe published regulorlye.
Insurance bicame an important part of the RCD Technical‘Excha?ge
Programme. The first RUD Insurnce Seminar was held on april 15-20,
1968 in Karachi. The following recommendaticns of the Seminar sained
the approval of the RCD decisin-mnkers.

(i) The scwintes siiould bz orsanized oncs a yoar
only for the nresente

(#) The RCD Dnsurnnce Fanual e published twice a
yoeor and the rogular supnly of dnformgticn be
mode eblisatory for the oridinal insurence
otencivs. ‘

(#i) DBimea Iran should study the feasibility of an
- 1CD Insurance Training Institute

(iv) Pakistan Insurance Cerporation should study
the desirability of cronting » subsidinry pool
within the RCD Morine Pool to tronsact marine
foreipn curroncy business.

(v) Tarkish ‘dctor Durenn should prevare o feasibility
stuly on introducir . the Green Cﬁr” System in RCD
countrica.

{(vi). Logislative cover Le given Lo tho rotention of
loss rescive nt 1000 of tho cutstanding claims
in addition to the usunl promium rescrves,

PUYSICAL TURGSTRUCTULE

distorically, the traditicon~l flow of trade between DCs
and LDCs develoned due to the evailability of hiphly éfficieht
mecns of tronsport ant communications. 4 reversal of the frend,
implyine greater intro-trade Lotween LDCs, thurefove, prosumes

sn improved whvsi011 infTrastructure. Due L\ the indiscriminate

W

policy of external insulaticn for industrind developrment and for

brlance of ayments reasons, there is o substantial disprope crtionalit
et ] 1 by y

hetween the cconomic distance and pespraphic dis qncep In the RCD

.

region many projects hove heen started te minimize this cispropor-

.

tionality.
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Post and Teiocommuniations

The bresd objectives Laic acwm by the Instanbul Summit in

the field ol cormunicntions’ can ba cnumernted ns unslers

o

1o Trameddnte roduction of jostal rates to
internal lovel

2e Studios inte the possibility of reducing
raphide and telewcommunicntive x rotes

3&

Ly Trnorovement of the services i

& T officos in hrodor arecas

A
i ely

Vi

4 Mhog t11 area' has come inte beins for non—-nir postase.

.

Its trade~promotin effect can;bc judeet from the frct that wniforan
postal ratos cn pavcels in cortain casces arce cven lower than the
present inlandfratoso in case Jf adr 1noud"o, the frecuency has sous
'upvds a resalt cf the maximnl vse of nutionul airlines the purpesc,

The ultimnt: aim is to catablish o untr,c_ﬂJ Pogtnl Union withia the

frwmuW(rk of Univerenl Losto 1t heon Arapped,

Tho telephenic rates were veduced o the level of lron,
implying 51% reduction »n Pok-Iranica and Sﬁ%voanakaurkish traffic,
The telephenic rates were also reluced by 1% between Turgey and'
Pakistan, Since 1965, Tvrley reduced the transic charpes Tor manually
opuratéﬂ calls from Gold ¥roancs 5,30 1o Gell ¥roncs H;SOQ Peokiston

! ’ i ,v'/.“
followed sult shortly. lu the meanwhile, Turkey and Pakistan finali-

zed an asreement for "Sender Keep A1 arrcn-oment foo télephonic

traffic.

Iran has Qpened five P & T offices near Pakistan border, The

proposed Office nt Kapikoy on Turco-Iran horder will have to wait Tor
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Coat
Coat

the completzon of the radl Link Detween the twe countrices. Propress

o Pakistan side hos by ne means been satisfactory.

e The @irvectizng that thﬂ c. mmnplc“tL~vw duvolonMént in RCD

repden wonlt bhroodly Lfolley are inlicated ! y thg iﬂl¢uw1n*'pltn, !
- notitns ¢
’ N .. . i ‘ .

" 1e  The t\ree Tostal gﬂ1fLﬁ°u; ts»r“ ~re studyinge the
wUUQWW111LV of e wiion dn plaming and phasing
thg nechan Wl oomeraticns. loe. concrete

R tolen e this regard by 1971,

¢

t

nrny Tehran and Xarachd have boen 11nkbu&5y
. operator brunk Hallin s system. o

ER Studtieg uro'afoot'tf JHVQGLJ[iLP» he utLll sation of
satellite communicnticns focilitics in the rejfrion.
ran has set up on International Centrol Centre in
Tohran to improve the eofficiency and scope of the

resional microwsve systom. This system, it may be

pointed cut, keeps developing scricous defectse oo

: b, The memher countrics awve providing fran&lt 1301~
‘ litivs te cach other's telo-traific,

50 To encournge the renting of Lease:d! circuits
- cthe ropgien, Mhe throe? agrced te n C(n;ldernblv
~rent reductioma

i

6. Earth stations have seen set ubh in dssadabad (Tran)
and Karachi, Turkey ig likely to follow suite

3

7« Purkoy is
uf_ ‘hrnis

Cmns’”ering to establish o tele-link with
roush Pnkistan.

o+ Z"
]

=]
o
—

=

=

8a The three countrios hove agreed to coopcrate
1_1 ;TElle tT 3

9o The guesticrn of cooporation in rescarch and
dovelopment of telocommuriention is also under

. stuly.
Rodn Rail Links
e e

H '

Repiionnl cocperation-in the iwul‘ of tzwn»v rtotion
u

emhr’CLS ronds, railvays, shippin: ond adr transportations In view
RN o P :

of the temerdous role thnt these RCD links can play in removing

'

+

the intra-rc-icnal immohilitics, n separate discussion of planning

and propresa in each ficld is fully justified
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The major turden of intra-rogional traffic has te be horne
by ronds and railweys. for one thing, the sen route 1s 1ung§r, the
léngth haviné further incrznscd nftof tho closﬁretgf Sﬁez Cannl, and
the air rout coctlicr. For another, thoe 1qndbrout wculd promote not
only intrarcgionnl wmability, hut may well remove the grentest miss-
bing iiﬁk in the East-West tronsit., Speeinl sigﬁificnnco attoches to
the later in view of the vagarices thot hove gencrally come to
conjoin the Suez reute ~nd timesconsuming onl urec nrmicnl. plying

rowrl! the cape of Geod ilope,

“The RCD objectives in the area of land-route transportation

‘dre stated s under

Te  Bxpeditirus corpletion of road and rail links
according to unifurm standards and specifications.

26 Provisicn of additional links, if necess ry.
3¢ Uniform system of read signs and signals.

b, Prepoaraticon of a gtudy on the novement of goods
hetween linost.nd West ant vice-versa through the
regiona:

‘ The pace of prepress townrds the nphiovgment of these
'ohjoctiﬁos has Leen much helow thce cxpcctnﬁions, delaying thoreby
the explceitation of poteﬂtialiﬁios invelved, Thé 75 per cent of
5,400 kms RCD dighwny, Linkirg inkern and Tohran with Karachi,
‘required the completion of nissing links and impfovement“of sub=
standard portions. Originally, this works vwas sehedule:l £t have

completed by 1968, Later, the target was advanced to 1972« This,

too, appears to be an ambiticus target.
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In rveogord to 2 undiform systom of rond signs and singalss
the threce cruntrics are goecdily moving townrds the adoption of

Viennn Conventions witia suitalile modificaticns, The question of

A
@S

steblishing o Joiat Reod Transport Compony is also being considereids

Phe torget of on:,' the rrdl linke hy 1968 has also

s

proved wmireolis~hle. By 1971, the Tran-Turkey link had neared

completion, nmwever, the progresc on the Troan-Pald ston section is
cxtromnely slow.. Vhile the existing wactla-Bonedon scetion is in
operation, through BUD teofiic will hows to welt until the cunstruc-

tion :,F Vrzi-Kermon~aoie ' nn seetion.

dn BCAFE document submitte? to the THCw,D-T .JL e s.

Phe Jeveloping countrics in the region have pein t-. out
that Ly renscn of the virtual smonopolintie control exoer-
ciset by the conferonces, and the tying arrangements

er tered dnto by thom witn the shippors, BCall countrics
cand thoeir shippers hove ittle say ia the” determinaticn
‘w: the freight'ratosj

THig lends to cortain fere-ronching resulis. In the first
nloce, much L the [oroign oxchrnge carncd My the LDCs like RCD
memhers is onten up by high invisible chorgos. Secorvily, it serves

"a denth-bDlow to the o for regional cw:‘.;-.scr-ﬂ.‘t:l(.un arong LDCs

since the fredght retes for the iod LrowLDCs 1 mtm are un“-cllt vnhly
higher than those for the qu:Lv.‘lo;d: Jistmees on the traditional
routes. Thercefore, it heccmes necc;-s:?ﬂry for LDCs “to \\mrk out some
_‘ L‘_L"{ﬁl"lﬁ“ A Ocenn l‘l"t.._}_P‘}l'L R'-te in the EC.FL
ory ’IJI., 964 L/Crm;.’46/2“)‘0c48 '

2 lnr,;.n at: ncr, tmo fr L‘ll_ht g can" "rrrc’- corried from Libcria to
other Wes t African Torts is alwost cqual to. tnﬂt charged on
Buropean an:! J.8. routes, g
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conntervailling mechhism Ly exmaniing their oun merchant marines,
preferably in a regionsl frnmawork3° The Istanbul Summit teook due
notice of theso prebloms anl agrecd in prineiple to the formation
of a joint maritime line cr "eunforence! arrangements. Initiiily;f
a confercnce known ng RCD shipping Scrvices, hes been establizhe:d
which, given sufficient oxﬁerience,‘will eventually he converter
inte o joint mnritimoviinon o begin with, the confoercnce was
composed of 3 Tufklhh and 3 Pnkictani companies nnd cnollraninn'
company. The Aryn liaticnal Shipping Lines tock some time before
formally joining RCD Shivping Scrvices to give it a multilateral
chnracter:.Thg dri&iﬁg force for cocperaticn in shipping is the
nced to evolve o common appronch to tonnnge, freightage aud routo-

determination, and the requisite wmanagerial nnd cperntional poli-

cicse The two declared objectives of RCD s 1131N§ nre

1o To promete -md fostor the shipping industry
of the mephor countirics. Lo

2o Ty provide « depend-ble and cheap tromsportation
for the movement of crrpe,

In point of faet, the tws objectives erobine the saving and

warn]n of foreign cxchnngee at prescnt, the emphusis assured corgoes
128 A I al

Any.additiongl C‘va01ty results. from the very fact of éxpnnsionf now
demand is satisfied unly in the s;tuution whera it is suffiéiontly
nceompnniocd hy new earnings. 4 pormqment AT “mknt is ‘unlikoly
before fho”prcpnrntiﬁm of the Turkish study to oullcét dﬁi'omllate

information. on. thb prbseni Jn] prtuntlll longuttrm roqulromont

o

7 . )
7 Beonomist Intelligence Ule, Impruvymbni of the Invigible Trivle of

Developing Countrics, Ducurient proparod fur U]LT;D L (hor SENENE

28, 1964 B/Confb6/27), a0,

I
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E

"the three!, os als. thcir jroesent nn! nlnnned shiw—%uilﬂing cw;dcity

andlote make apecific roocmmcniatifns i T tku KQVUL nnunt ui saln-hulld—

ing industry on o regisnal “rslno Tr begin w1Lh, thc RCD bhlUb yly 51
US-RCD and intraregional routes. Tn the extra-regicnal operations, the

RCD shippiny is ossurcd of these cargoes from UsAs:.

1 50% of US-4ID cargoe The conditicn is inapplicable
to Iran as she is ho longer an AID recipient.

2o ALL project carpgoes ewtjcct to any tying by, the

donor 0gencCye

3, A1l wilitnry cargoes, il as well na cwn gnlcllqu,
©osubjuct to any mutunlly ugrcu” condition Jctween

the USA and %hé recivient. : S
by Private scotor issobiiged to prefer RCD uhlpwlng
<= Bervice i spoce ds avnilables _
5. Iran is making necessary arvangements to dircet its
public and, where peosible, vrivate sector cargoes
~frem US4 through the RCD Shipping Servicoes

8 }

bThQ_ihtrd—regimhnl'sorvicoa sﬁﬁr%eﬂ towards - the cnﬁ'éféMay,
1966 whon M/V Padme nfrivéd iﬁﬁiétnnhﬁi froﬁ ﬁé5£;bQ&ié£én Qith.400
hales ef jute; The assura nce.of regional cargees in intramregidnal
operations is alwost  100%. In addition to “ﬁ ing iopondap}@!iptnormalcy

v

as well as eicrgencyy - the. toriff rate of RCD Shipping is. 10% lower

than. the Conference Lines ro tes. The bonofit-sharing is p'l;oy'}‘dr’(;:"ions.-zte
to the relative share ~f the members in total trudé,‘us depiﬁt%d by
Tablo 6« The participation porécntagos wore determined on thﬁ;bdsis of
1964 figures. Thisrdnnchronism:must now he remoVédﬁas>S00njh; bOSSihleo
Difficultics have also arisen'iﬂﬁregnrdgtbgta;iffipglicy, The RCD shipp-
ing tariffs,automﬂtlcully rose AftPP the recent -ihcrcascs in Confercnce
:Lin0$ rQ§? to koep tho 10% llfﬁcfyﬂCwnlBut qh1np>rs in, Curtaln metiher
countries iﬂSiﬁt to maintnin thomtnrlff at lmﬂﬁt at the 1evol prevailing

bafore RCD Shipping Services was 05iﬂ3115hud The 10/ dlfforcnce will
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have to be dtored to cccomuodnte overnll intercests of the member
companics aud shippers. Thore is alse o pecd to revise cargo tax in
! ‘ ‘

the general fremework of avoidance of double taxation.

) TuBLE _ 6
- PARTICIEATION PERCENT.LGES OF RCD-SGIVPING SERVICES

Total Percentage ?P
§

o ercentage of Trade to bhe carried b
_of Traffic of | & ' y

RCD Trade

Juint Scrvices | Turkish Irnninn Pak
. i Tlng . flag flag
! cnrrier Carrier Carricr
- - S . . .

Turkish Trode 35 8o > 18
Jranian Trade 15 5 : 80 . 15
Pak Trade 50 12.5 L.s . 8%

TUBLE 7
PROCRUSS OF RCD 8.T-EING. SURVICIS

Year ) Mytrovopicoal sadlings  Iatraregionsl sailiug:

- PR

1967 (May 1u66-Dac .67 e : ‘ 20
1968 . _ .‘ 54
1969 | |

1970 -
1971(Jan.~March)

"l
WO
SO0 W

JEN
0

PTotal o .2 . ‘ LB

PN B T

Tghle 7 serves to verify the facﬁ thﬂt‘extraregiénnlstrqdo
of RCD is ﬁore important than the intrartradé; The sea=horne- trndée’
,petwgeudlran and Turkey is practically ncn éﬁistent.ns therseanrout
is feur times longer than the overland route. The Turkey-Pakiston™
services have sericusly been criprled after théwclo;ﬁre of Suez Cannl.
The ecconomic operation of n few vgssels that do ?lyAié not possibie

1

unless RCD cargoe is supnlemented by Bulgarinn and Romanian cargoes



from their Block Sea ports. The recent commencement of a regular
Bulgarion scrvice is o sericus thrent te the alrendy tiny intra-

regional services. fn Iron-Pakistan service will lack commercinl

I
L

viability. It is, thorefore, self-cvident thet the 1ife of RCD
Shipping Services prependerantly depenids upon regionnl cooperntion

in extraregional shipping. Dven these services are not fully

coordinated and integratel as provided by the Basic ghipping hAgree-

nling

ment., The joining of the Irmndon fleet for. froight qs AYTIAnEe-
ments will net go much fare The real snag is the closure of Suez,

something beyond the control of RCD Shipping Scervicos.

Thu trth;thdtion of Iraninn sophisticoted cargoes from
Qést Eﬁropsﬁﬁ‘puffﬂ'ﬁhrﬁﬂﬁh Trdbénn,lniTurkish port_@n Black Sea,
anﬁ‘ﬁveflaﬁvxto Tehrdh, ig hoing7?tﬁdiedo”Thévplaﬁ iéﬁpﬁop¢Sod to
gé MdioAdﬁmercidily vinble by a 30/ cut in tariff., If implgm@nted,
tﬁe iﬁ¢ﬁnVéhiéncé'Causéd;hy the closure of Suey will be relaxed to

some extent.

fir Transportation

The Istanbul Summit set the following objectives for

regional cooperation in the field of air transportation

1e To improve the transport scrviceés within the
region sc that quick and frequent movement of
pagscngers and freight is facilitated withjin

. the regiona . '

2. To establish n strong and compétitive intornational
“alrline among the three countrioss

3, To foster cooperation among the civil and commercinl
aviation cuthorities of the three countries and
cevelop common approsch at international forums,
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The: first objoctive was proposel to bu_ycalizoﬂ thrnggh
establishing nir‘links Hetween the main cities of the rugimhq
Measurcs actuvally wicrtaken fall for short of the pronohnceﬁén%se
Karachi -wd Tehran werce alvendy linked through the ?Iﬂ.qnd iRANAIR
jet services. vin istan%ul. TUY has friled to introduce an RCOD
Mighte Moreover, ¥Li's Ilight has becume unecuiomical as Tufkoy
has nnf renewed certnin troffic privileges since Lpril 1968 Thé
structure ¢f the margincl intearcgiconol trade in the RCD regiﬁh:is
such ’1'% e limit the rele of air I‘z*uip;hﬁ. The demud Tor alre ‘trc{nsm-
portﬂtion inrtho region is mndnly fcp passenpger traffic, porticularly

I3

the business ‘delegntions, -tourists anl those visting holy ploces.

The iden of oaﬁnhlinhing a joint airlines has run int@
serious difficultics. The idea was dropped in 1967 in favour of
forming a new adrline in addition te the existing nnticnol ﬁirlincs‘
to he boased exclusively cn supcrsonic airerafts. Lo 197&,-th0 matter
was still being stwlicd. One cwm't questirn the neced t”;iﬁ???@“CU
supersonic planes. In tﬁu next few yonrs, thg.nntiunml qirlinus shall
have to face sewvire Compéti{i@n from thoe intesrnaticnal 1inoslintrodu~
cing Juuho andt cther EUﬂOTSCﬂ%C jgtsn The ecemomies of onteriﬁé"fhe
supersonic age are truly regional, tht nesds to be emphasized is

that the unrenlize!l econtmies in the existing adrlihes are by no

means Mell.

As for the copperation emdng the avintion authorities, an
agrocment on the reciprocal genercl snles agency scrvices has been
concluded, though the guesticn of divigion of spoils between the

selling nirlines and traasporting airlines is presenting some
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difficultics. No doubt the natienal airlines have agreed on an
chligation te consult cach other JeforeAtaking a stand at international
forumg, the interesting Inet io that Turkey and Iran are not among the
signatories to internnticunl conventionsa. The subject of RCD air code
is still under study. fAnother proposal is to exchimge the following

technicnl data on a'vonrl basisé
, yearly

(i) .Lutbvnutlonﬂl 10nf110 dnta

(ii) FESL Dlishment of new iuCLlltleS
(##) °  Purchase of:ncw equipment

(iv) Training facilities

(v) TFubure plans

TEC:I{ICAL COOPERATION

The functien of technicrl cooperation is toiapprise each

memher of a regional grouping of what is being done by other members
in the field of research and development so as to (a) aveid duplico-

tion (b) £ill the gaps Hy th¢ exchange of information, trainces and
o\pﬂrtu anl (¢} establish now, regional or nationnl, facilities

Mherﬂyer nagcessary. The clearance and the promotion of technical

know-how is a nccessary cooperant of industrial collaboration.

3

The RCD Agreement on Technical Cooperation is heing
executed since 1965. Bvery year, a Technical Exchange Programme,

‘including the exchonge of Lx(lnews andd exports andl opganization of

seminars, is prepared, The subjects encomp ;5@0 by the Progrqmme
have a wide range: public administration, health, and social welfare,

famlly plannlng, qgrlculturc water nesources. development, peaceful

.
i

uses of ut)MlC encrgy, educdtion, vocational training, banking and



insurance ond rural atioirs, industrics and wines, public works,
notional and regionnl planning, housing and rescttlewent, labour

cemmunication and transportation, tourism and informations

Th: programme for the exchange of trainces is not proceeding

satisfacterily and carey-over frowm the provious yoars has been sizo-
able. It is becoming increasingly difficult te absorb this backdron

with all its frustrating influence on the current and fubture offorts,
Table & brings out the surplus capncity pilod up by the cachange

programme (uring 1965-70,
THBLE &

PERCENTACE O URUTILISED VACILITIES

e

LS T S T | s Wa Y i R b 1. WD e e E - ECEE

Year -+ Trainces © Experts

1965-67 | B ST 0
1568 68 70
1969 I us 65
1970 : o 7 Gl
196570 B 61 . 7%

ok e Miks S P TSR, i A T ),

It will Dbe scen that the surplus facilities were as high as
i 5 .“l- oo } ’ . ,. PRV N ‘ ) P i
77% in the case of trodinees nwil 8155 dn the cuse o f exports. ror the

period as a whole, the respective Figures stdod at 61% and 3%, How-

every a progressive declince was registered on an-annual basis.

The mslow progross of technical exchange is attributable to
many a thinge For. one thing, considerable parﬁllelismrexists hetwecn
thé fraditionalrsourcés bf_técﬁﬁicnl:éxdhange'and_the RCD sources,
Some.thought should hoe givgﬁ to make them Cumplomenﬁqry as the stage

of "regiconal technical import substitution' is not yet, For another,
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language bhaoricr, wfaniline envivonment, poorspublicity and lack of

‘recognition of gunlificaticns qhtained are nc less dmportont. Finally,
the availability of tochnical expertise in the form of Mgrantsg’ from

extraregionnl sources jut the real Msand in the oil'' of RCD Technical

Iixchange Programie,

‘Seminnrs furnish “elearing hoeuses® for technical informations
So far 32 seminars on a wide range -of subjects have been arranged under
the auwspicies of RCD Technical Frogromme. Alsc held were joint courses

on public alministrotisn andinsurance,

The establishment of an ECD Rescorch Endewment, backed up by
public as well as private scctor, anl pcssililities of cooperation for
peacefvl usces of neuclear energmy arc heing studied. lealth and family

hlanning has also Secotie an RCD activity.
I 12)

Cooperation in Agriculiure
I Lot 1R LUre

Thz RCD regiecn is predominontly agricultural and the arrange-
ment to cocperate in tuds field under the RCD Programme of Technical
Cooperation serves only to de-emphasize this fact, It is necessary to
note that the success -f any regicnal scheme presumes some sort of
parallel in agricultural and industrial cooperation: rcgional industrial
development is likely tc fail unless something is simultaneously done

about easing the inelastic agricultural supnlics and thus to aveid the

consequent price, incene and halance of payments pressures.

In the initial stapges, the hest form that agricultural coopera~
tion can take is that of oxchange of agricultural surpluscse. The object.

ive is te sibstitute n reogicnal scurce for an extrarcgional source so as



110

to savé scarce foreign coxchange and promote regional ngrjculturwl

producticne The problem of disposal of agricultural surpluscs in

the RCD region was not considered until the Karachi Summit recommen-

¢él the initintim of stwlics on the suhject. Perhops the PL-480 is

too hard to get rid of. It has c lrbury tar'*‘ Turc>— ok barter .

denl to exchange Pak wheat for Turkish sugnv.

TOURISTIC COOPLR. TFGT

Tourigm has fast become an incustry with o preat development
potentials, It now claims nbt a small- chunk of pglohal consumer cxpenditurcs
Most imbwrtantly, it is tﬁg ideal instrument, and in certain édscs the
chief m;tiVQtion,‘for rcgiunnl/eoﬁnomicmcultural ceoperntiéhn In a ]buu
Ceveleped grouping like RCD, the _'.L%;':lc of tourism is manifest: it hrings
in scarce Toreing exohfngo, imfroves the éhrvnicnlly'ﬁcficit 5a1nnce of

payments and promotes understanding and drect contact Anmcng the threo

peinles.

TJurl stic dovelopmont is'a functicn of fonristio'potentialities

_wyich_in turn.depeni! on the avadlability nf»tguriq@ spots, historical
ane nﬁﬁural ani <th\ra;'hnd'faciliti05 nrevided for troavel an’' entor-
tainment. It wiil not he true to maintain that RCD countrics, with the
vossible excepticn of Tufkey;“han,grc&t tourist attfnctionso As in
other aééﬂa of cocperation, the need is to pocl the régiﬁnﬁi.effﬁrt to
develop @homﬂto be so. This is all the mere necossary in view of fhe
fact that intornﬁtiohdl tourism is heginning tu ;OfluCt towards "off-

track' spots and viewing of “unspoiled«nnture”.
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The adms wal cojestives o touristis levelopment of RCD

L
region are as un.lerid’

1s  To dncroase internnti-w 1"1,.intr:‘.rcgi«t:n.ﬂl anc
youta tourist trnliic '

2y . Mo tiomnile all possible offbicinl huitles n

. 0 the way ef fouristic development.

%,  To work in = ”j'"Tn'l'-‘-\rvi'ltur'u spirit! to compete in
the intern: t1rn1] tourist morketsy

by T collancente iﬁ'plnnﬂlﬂg anit implementation of

"tﬂuristic rrojects and dnfrostruccure by taking

aneeial stensy ‘

5. Yo fully expleit lhe economic-socic-cultural
benefils thal ensure in the woke of rapldly growiug
tourisn. :

The Folicy Insiruments

An Lgreemout on Tourism wes cencluded on October 18, 1964,

x

September bipnrtite agrecnents were conclwled for the abolition

viss for a ftny of uﬁ o thyce mﬁutnﬁ. In JpﬁL 1965, thé”{ﬁfi
tie n of RCD “urist Car: to I‘(Z'].}:.l.-'ICl.' the Intornational Paassport, with
all the oxchonpge, cug ;'i;cn, Elriving T,icuz_"m"tl: At other facilitics was
prﬁpﬁéedl Th;IRCD hrnucife-cum~rna: map VAO ﬁoch orlntvﬂa again, RCD
Ch&mfcr of Cmeorca e rogomméﬁﬁe; the elimination of the necl for

currency conversicne. It nlso keops a clogse liadscn nmong the trivel

agents and hotellicers of ROD rogion,

In eddition, international, dntrarcgional amd youth tourism

-

is being plmumed in the following directions:

(a) Internutionnl Tourism

(i) Infrastructural projects for touristic detelopment
“shionld }orm an integral part of thu cevelopment planse

b, e

o W v 1A

i AMA ARSI AR A A AT T el

4 Tungy Alsop lu, “Develeopment of lnalwﬂw” RCD Socretarin t, Fourth
bnniversary Pu)lil.tL>n,pna1O7—;a .
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(iv)

(v)
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The three National Tourist Organizaticns should
mutually cexchange the fund of kneowledge aud experience
accumulated and the facilitics available. After that,
n Reconnaisance Bxperts Group, if necossory, could he
appointed to undertake a comprehonsive study of ‘
facilitics and possible 1 1nrov0munt.°

The three Naticnal Tourist Orgﬂnxzatlons Shﬂulﬁ
arrange perivdic mectings among the InThenpproved
tour operators of the region to promote business
contacts.

il

in elaborate publicity programme he orgnnize’
Joeint invitation to travel writers and
Tcurlstnsupulvlng countrics.

including
agents in the

ln attractive and CUHtMCnmputitive puckige tour of
the repirn ghould he introduces through active
covperation of Governments, travel industrics, hotel
associntions, travel associations, and national aire
lines of "the threel,

(1) Introrepional Tourisn

(1)

(i)

(c) Youun

Sinee commen discounts and robates, as
have been found
Members should try to take the following

streamline youth (practically it means

(i)
(3

( s
(3+)

The threc Organizotions

The Notional Tourist Crgonizations should approach
the dnstitutions wvhose cooperntion is necossary to
malze the intrarcgional tourdesm more attractive,
especinlly Tor the potentinl. extraregional tourigts.

should wlso furnish, on
damand. ALl The requisite information about costs,
infrastructure, existing and planned nccommodation
and teurist scrvices.

Uul'lul!‘

proposed earlier,

diffdcult to agrec to, it hﬂs been deoided that the

steps as far as possible to
stulent) tourism.:.

secommodation in hostels during vacations.

Building up of youth hostelling projects
into national planse.
Free access to places of touristic interest,

A Family Guest Exchonge Programme.
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Group tours, chartered flight, a jgiﬁb travolbgue £ilm, a
Jjoint tourism hooklet and o joint brochu e are al o helng considerada
In" 1971, it was decided to commissi ion & U Na study on the potcntlal

of internationnl tourism in the RCD rcglono Ah is eVlULnt, tourluflc

cooperation under RCD has not yet gone beyond the stago of studieso

e

CULLURAL COOPBRATICN

To say that the strongest pillar of RCD is a sense of
cultural tcgetherness is by no means an exercise in overemphasis.
The cultural side of the cooperation undern RCD assumes a

speeial significance. fs the common nest of civilization,'culture

.z R v

and faith wns a basic clement in the genesis, 50 s tho o“Jectlvc of

creating a mass conscis wusness of the common cultural heritage through

regionnl cooperation o strategic factor in the sustenancé of KCD.

RCD Cultural Institute

'.An,impoftnnt ovoﬁt in this area of cocpération is the
establishment. of ﬁhe RCD Cultural Inotltute in June, 1966 at Tehran,
with branches at Istanbul and Lah>roo Th@ Artlcle 2 of the constitu~

tion of the Institute descriles following aims anﬂ objoctsa 4

1e to nrry out systematic rescarch in the common

L wwao Ccultural-heritagé of the countries of the region
for the purposc of ;L“°ngtncn1ng thc .awWarness of
v »;.;;thelr dndivisible unity; ‘

2 ;to 1n1t1ate studies and rescarch for. clearly bLringing
’*”“,out those tradlulon, whlch bind the people of the
.rcg1un togetbor, i '

jountrlﬁs'

fhthe,mOMbgr_
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4. to arrange and encourage contacts among Nnon-res sident students

UL Uadd scholars 'from the RCD countries at the ‘Headquarters of the

» Cultural Institute and at 1to branches. By 971, the: Institute
w074 had published 28 books And btarted a journal of its own.

L

RCD CulturaliExhhahge’Progfam@g‘J'"

s
l
! i ‘

Thl& annudl Programne th be@n 1nqt1tuted to exchange 1ntellectua15,

Lt
o K

artisteg stﬁdents, bo&‘scouts and girl guides; to hold art and cultural
exhibitions, sports tpurpgmeggﬁﬁggdf?p establish chairs in the universities
and grant ocholqrsh:l,psc The Yrogramme provides a regular channel for the
1mprovement of the "1ntapg1b1e llnkﬁ“vamongst Lhé éulbOHS halllng from
vafioﬁs‘wéiﬂé bf iifévih;the:régiogg o o .

RCD Collepe of Beonaouics and Political Science

In 1969 1+ wau dpp1040d the mo“t Lnno:+;uf project 1n the flold oi
cultural cooporatlon' the e tablluhment of pCD College of Economlcs and

P011t1ca1 oclon(e at I 1am bade It was claimed:

it is the shortage of qualified Rconomists with higher professional
ability which creates serious difficulties in the promotion of a
variety of economic organizations that are esséntial for maintaining
the pacc of economiz end social development of Iran, Paldstan and
Turkeyocacoaolt is of great importance.....in their nascent stage of
development that therd should »e an adequateé nuiber of better
qualified EBconomists capaolo of col]eotmnp oollat1n5 and analysing
~, economic data and’ applying their minds to Jbap

I o - R - B ld

It was ,Lated that tho Collwﬂe would functlon on the pattern of
London School of Econom1c and. P011+1ca] SblPHCG. Plll 79”1, no concrete

step had been taken in this direction. Some other facoté“df éultufal

cooperation. 1nclude develonment of Jnformatlon medla, women s cooperation

and the e*tale hmont of many prOJesolondl aSuOCldtIOHS dt the regional

level.

> Report of the Worklng Group on RCD Colle e:bf EobnomiCSiand Political
Science. L B .
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Chapter Five

T4KING OF DECISTIONS

Beonomic collahoraticn emong LDCs requires a degree of
institutionalisation considerably higher than siiilar efforts among
DCs owing to imperfections of market and thoe absence of a tradition
of regulariscd cconomic vapport. O hiernrachy of institutions to
gﬁudy the new obligatinas, process their implications and for talcing

o . i : . - 1
of decisions is the foremost condition to a potont cooperative effort.

The Decisicn~making Procesg

Tbé RCD proviiles for a threemtier dcaisionfmaking pfocess,
pased onla Ministerial Coﬁncii coﬁﬁoéeﬂ of foreiéﬁ ministers, Regional
'Piunning Cé1nCi1 Composeﬂ”of heads of the plan organisations and per-
manent comrittecs nnﬁsvécialised Slhjoctsa Originﬁlly séventeen, the
number was reduccd in 1967 to sevenes They aré v

(1) Committee on Industry

(2) Committee cn Poctroleux and Potrochemicnls
(2) Committee on Trade

(4) Comwrittec om Trensport and Commnications

(5) Committec on Technical Cooperation and Public
administration

(6) Comriittec on Social affairs |

7 Coor@inationbcommittee.

3 ECAFE, . "Organisational Forms of the Machinocry for‘PldnLHarmOnisation”,
 Beonomic Bulletin for Asia and for East, June 1967, ppe 37-30.
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Lring at the bottomy these Porwanent Committces are the
”operationni components“2 of RCD hicrarchy. The role of cach of
them, oxcepting Coordination Committee, is functional in the sense
that it is the basie thinking anc confrontation cell for formﬁlutiﬁg"
proposals fof further collaboraticn in a specified arca. The task
Qf Coordination Committee is to resolve the incensistencics and
organic‘disunitius'that might arisc in regafd"to a proposal by
quCtionalﬁCommittces to devel s an overall tettern.

The budgetary nnd other organisational matters of the RCD
Sceretariat also fall in the purview of Coordin&tion Chmmigtce,
Originally, each membor was appointed to chair two Commlutees, the
Chairman i Coordination Committee heing the-hnaticouptryo The term

S . Y
of chairmanship_gxfenied for throc years. In Janunry 1971, however,
it was decide!l thnt a'dl the Commitiecs were to be chqlrc by the

host count: yo

The coordinated pygposals are roeferred to RPC, which has
the deads of threce Plan organizations ns its constituent members,
It considers the“prhpmsals in thoe ﬁerspeétiﬁé.of the varded fcalities
of the plammed naticnil efforts for sustained cconomic growth, The
RPC is also authorised to appoint ad hoc sub-committecs and experts
or working groups in swecialized fields. In the cnd, the ﬁroposals
cleared by RPC are placed befere the Ministerial Council for final
approval. Composcd of the Foreign Ministers, it is the highest

executive hody dn the PCD decision-making process. To ensurz. the

Lawrence erln "The Bstablishment of the RCD Secrbtarlat“
Pakistan Ahm1nlbtrdL]VL Staff College Quﬂrterly, September-
Decembor, 1965, pehila
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strongest naticnal support for rcgionnal ceoperation, the decisions

making congnrms to the principle of unanimity.

v

The.frequ:ncy Ny fhe RCD decisio@—making is twice a yecar.
At the Rﬁmsar'ﬁummit, the Heads of State dnd Government cecided to
meet at least  ce a yers, upgrading thereby the loevel of official
contact, llowever, there is ne overlap between the Ministerial
Council nectings and Summits, the cdistinction between the two being
the usual “istinction hetween economics ani politics. & new point of
ruppﬁrt has emerged out of the RCD Commerce and Boonomy Minister's
ﬁocisiun at their Seprember 1969 meeting to regularise théir

meetings. Chart 4 depicts the ftalking of decisions under RCD,
& ¥ ! &

Role of Secrcetariat

The Istanbul Surmmit 4id net provide for any formal
Sceretariat. It ohserved that the Plan Organizafion of the host
country would provide secretarial facilities and that Secretariat
would rotate among the three countries from year to year. lowever,
it was realiged within a year that this type of a rolling Secre-
tarint would be suboriinote to the Government concerncd and hence
without a regional orientation. Horeover, the yearly rotation of
the Secfotﬁyint would introduce a discontinuity in its function to
keep a-liaisﬁ#.ih the three tiere of the decision-making processe.
On the thié,'q kind «f institutional imbalance would tond to hinder
the progress of RCD. So, a permanént Secretariat was established at
Tehran, with a Sccretary General appointed for a three year terma

The Sceretiry Gencral participates in the meotings of Ministerial
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Council an.” RBEC and sonds his rerreseatatives to the other meetings.
ile is respunsible for the preparation of the budget and internal
working of the Secretarint. It is through him that the memher Govern-

ments the relevant RCD agencics gend and receive proposalss

In the heginning, the Sccretary General was helped in the
discharge cf his functions by two dircctors end ome assistant directo
from each member aal_mtryo In‘1971, the posts of assistant dircctors
woere abolished and three senior vosts of Deputy Sceretaries Genoral,
onojéach from the member countries, crceated. Chart 2 displays the

intérnal organisation of the Secretariat.

While ﬁﬂe‘Secfetarint itself was now to be permanent, its
1OCatioh in Toh?an was note The first session of tﬁe Ministerial
Council “in-October 1964 had recommenda the settiné up of the head-
quarters of ﬁhc.Seéretariat in Tehran for o period.of three yearse.

In 1970, the life of the Tehron hzadquarters was oxtended up to

February 1974,

A regional scerctariat is generally supposed to collect,

érggnise, integrate and coordinate the plans, suggestions and
rpg%ﬁmpndutionsﬁof member governments. Tt has to kecp a liaison
betwéen #hé\varéOus regional agencies, provides secretarial facilitic
such as draftihg; documentation and its timely circulation. It is in

a better position to adont a regiomnl stand

fic formulas, rather than the uninteresting sum total of national
standpoints. In short, the function of a regional secretariat is to

assume the role of what Myrdal describes as the effective Mtechnical
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representacive of cominen intercst', The role of the RCD Secretariat

P

wns lefined )J ite f14k# Seeretory Genoral in thesce words:

Tae role of thﬁ BCD Secretariat is to provide nll the
nrcessary osorvices and cnsure gll proper cocerdination

in respect n:.’.‘ the work of the tuchnical oxperts from the
taree countrics who will he brouglt tepether to put intoe
gxecution the projects which shall havu beoen approveds
Thus on the prepcr organdization oFf the RCD Sceretariat
will doepensd the implementation of mensurcs for pooling
the resources of the three countrios and reaping the
LaneTits of Jmui, cconomic undertalkings.s

More speeifizally, the First meeting of the RCD Ministerial

Council assigned the foll swing functions to the Sceretariat:

“w  To follow up the implementaticn by the RCD
Conui ttecs an! Sub-Committees of the decisions
of the Regionol Planndng Council, and t¢ report
in this regard to RFC, - : :

ta To DTC”lT” onec o year r(poct of RCD activities
for submigsion to the Ministerial Council through
the Reglcrnl Planning Council.

o Mo nct as Tnformation Ageney for the RCD,

Ly - To functicn as custolinn for documents, studies
and royorts of the RCD,

Yo To make scerctarial arrangements including the
preparation of provisional agenda for the
mectings of the Ministoerial Counull the Regional
lernlnb Council, and its su sidiary Committeec

cand beddlosa

3 Fouﬂd Rouhani, "PCDLTha Role of the Secrctariat', RCD Anniversary
Publication, 1965, petia
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Chapter Six

The future prospects of o repional grouping among LDCs arve,
more often than not, determinéd cn the basis of'a dynamic projecticn
of its inherent capability to graprle with the problems thnt arise
in the course of time. Unfortunately, it is not se in the COHtoxf of
RCD. In the procos; of its eveclution, the groupdng is morc sucentihla
to extraregional considerntions as comparcit to the regional obstacles,
though- the role of thc'latef is net to be denieds, Specifically, the
future of ECD hinges on four principal factors.

~ The performence and promisce of RCD itself

—~ Tuture of CENTO

— Yhe problem of Turkish Association with BEC

«~ The Russian Flan for Regional Econcwic
Cooperation in South hsiz. :

The progress towsrds the realization of the limited ohjectives
of cooperation under RCD has by no means been satisfactory. In an
attempt to take a stance in every possible arca, the net of RCD activity
has been gpread to an wwianagzeable cxtent. In the situation where the
concept of cooperation is limited right frem the Leginning, a hetter
approach is concerted action in some sclectod arens to prodﬁce visible
results which, in turn, should signal the yossibilities'of further_

expansion.

.
Nt i

In the ficld of JPEe an overemphasis on planning, without a

respectable record of cimultancous implewmentation, has led to a (
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cradihility gap. An dmportant reason for the delay in implementation
is the officicl hope that private sector would come forward to take
2 gooil chunlk. This ie a misconception. What is perhaﬁs required is n
Regional Industrial Devolopment Corporation on the paftorn of PIDG
in Pakisten. The private capital is especially shy in the regicnally
bhased investment becnuse the risk involvel is very large. The Regin-
nal Corporation will estnplish these jointeventures with a view to
disinvesting them subscguently. Such a policy of disinvestment
cannot, however, be extended to sophisticated indusfries. Hegional

stment

industrial development is unthinkable without a Regional Inve

3

mk, designed to give priority to the regionally significant

projects. The Bank weald he responsible for the feasibility studies

1

and thus Lelp avedd the. 1 Bias™ that has been experienced

in the sticlics conducated by RCD members. Furthermoro, lending
policies ¢f the Bank could he gearel to promote halanced regional
development. A suggesticn being studicd currently is that the
wroposed legicaal Bank should perform commercial as well as devele
opmental runctions. It is Jifficult to eantertain this suggestion.
Bank orthodoxy, which forces the establishment of specialized %
: ST “ }
‘ i
credit institutions within o country, is more deep-rooted on the |
: v v {
regional level. The marriage of orthodoxy and progressivity is
3 !

certainly going to be unhappy.

The Memoranda of Understanding signed for ventures that have

=t

at length reached the stage of implenmcntation points un tc man
" o o h

First,

practices that arc ag

¢

nst the spirit of regional cooperationa

the joint-purposiveness of the enterprises has been expresscd in
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worids, but not in doo! since (1) no agreoe

P

ent provides for vert

tion and (2) tuae “hcrtntcrm nﬂtur of the offw-take

speci
ments, i.¢e, 5 years, is n shaky basis for horizontal sy

In fact, the later amounts to accumulatiag surplus capacity for the
1

future. The pessimism about a complementary industrial structure is

reinforced hy the setting up in Turkoey of an 1um1m1um plant which ig

clearly par kistan venture in the same field,

Sindilarly noth Irmn and Turkey are setiing un vordllel carbon black

Eree——

unitsa In practice, cven the limited five yoenr off-talke agreements take
teo much time to conclwle. Once concluded, there is the problem of
elayed honouring of commitments. Scecondly, the bipartite nnture of

the mest enterprises oos againat the tripavtite spirit of RCD.

ly competitive prices will

W e e £ sy

Thirdly, the insistence on internatic

hinder the pgrowth of regional infents. Fourthly, cquity participaticn
L e 2 ¥y ©4

s heen provided witaout attempting an equitable investment package to
avold net capitol exvorts  and the rosulting holance of payments.
problemes Finally, no asasures have boen taken to harmonize -tax
policies to even out wrtifical cost difforentiaisa The agreément on
avoidaice of double taxotion is.heing Tecommi tteced”™ for a consitlerable
length of time. On the whole, the policy towards joint V;ntupos needs
an overhaul if they are not to meet the fate of Pak~Turkish jute
venture in the not top distant p&ﬁtj loreover, the sophisticated
industries, possessed of truly regional cconomics, have been pain-
fully absent in the first five years of RCD. It is only recently

that an ROD ileavy Bpgineering antd Mechanical Coorporation has been

proposeda

1 Reporte | in Paki utdﬂq Nlnvcfrw of Finance, The Economic Situation,
Septemh v 1064,
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JurEBe were nroposed and ddentificd with proat canthiu
- Lo - . LS

the main RCD ivitye. An uawiclly portfolio was prepare:dl, without

LI

coherent planning ond o systematic monitoring rachincery. o wondoer,

there nre now traces of lack of enthusinssm in regnrd to many a

project. )

There has been a sad noglocf of the Jifs in the field of
potroleun and peirochemicolse The Committoe on Petroleum and
Potrochemicale hns Soon the lenst busy of the RCD Committees. The
Iron-Turkey oil pipoliﬁe plan is extremcly important hecausce it
will provile an alternative to the Suez route whioh is not only
costlier, hut also unsailable for huge tankers. Its implementntion,'
however, hinges on the guarantoé hy the International Consortium for
an ennual flow oFf 50 1illion tons of oil. This the Consortium is
wilikely to ¢ for twe reasons: (1) the capacity is much higher than

the actunl exnorts (%37..1 million tons) to Western Europe (2) the

fenr that surplus may be exporte” o Eastern Burope.

The introrcgional trade has almost remainel stagnantlesc
than two por cent of the total, four-fifths of which is potroleﬁmn
The hope that JPBs will provide goods for'intrﬂregionql cxchange has
not come truc hecause of the continued existence of ohstacles to
trale. In Tact the RCD ball heeorings, designed to provide for the
‘whole of the RCD regicn, is frciig a crifis.”uu to the ahsence of a
preferential tariff, L joint export and warketing policy in the
extraregiOLai trade is unlikely in the forcseenble futurc. RCD
Chambor oflCommerQG is taefe, pocrly budgeted and less. than scmi-

autonomous making sussestions that oftoen go unheaded. Even the



Maltilater=1 Pnyments drvangement 2id not go much far in promoting
intrarcgicanal trade. The automatic credit line providced has proved
to be lower than total. setilements. It has failed to corrvoect
regional trade imhalence, in spite of the fact that it is hosed on
intraregional pesitions rather than overall balnnce of payments.
The 400% hard currancy payiment heyond thoe credit limit is too

restriclive. In a worl, the fgreement is fny awny from furnishing

o very impertant institutional foeosl point for
startingee.e the mutval roview, cenfrontation
and ultinately cooxﬂination ol the member's
monctary policiins.s

Insvranc: is perhaps the only cooperative activity where

the progress is not too uniwpressive. Yet, it will not he hefore

long that an efficicny system of export and industrinl cr
insurance zan be developed. There scem to be no chances for the

formation »f a Region ) Rleinsurance Company,

Completion o) the infrastructural links has proceeded at
a lamentably low pace. Construction of road anl rail links ghould
be hurried since the transit is certcoinly more economiical than sear~
or air-horne trade in the RCD region. The present state of the RCD
Highway is not satisfnctor& for'hOAVy ransits, In road transport,
not much attention has heen paid to cstablish a Joint Road Transport
Corporaticne While the IraneTurkey rail link has been completed,
though not undér RCD aegis, Iran-Pakistan link remains w~made, The

Shipping "conference' is currently facing a two~prong crisis: the

- e s . e

2

UoNyy Trade Bxpansion nnd Beonomic Integration among Developing
Covntrics, Foot note. plbit, :
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question of tariff rcaligoment and the threat of Bulgarian competition
on the intraregionnl route, the traffic onkwhich is alrcady limited
gver since the. closurs of Sucz. in eventual transition to a Joint
Shipping Company is. pulled: further apart in future for want of the
operationel coordination and ffeight pooling. The‘progressltowards
the Joing Shipbing Compnny may bo quickened in cnsc an BCD Shipowners
Associéti(n is formes to promete, through the RCD Chamber of Commerce
and Industry, o regular contact with the shippers in general. What
happened in shipping was repeated in air tranépbrtdtiono National
considerations porvaded regional walvantage wheﬁ, inatend of A Jdeoint
iﬁtorhaticnal Aifiiﬁu,.ﬁgreamont wa roéched to limit regional
coopérhticn to thé oneration of Superscnic airerafts only. At a time
when even the bipgost of the airlines are forced to form coalitions,
bthe attitide of the KCD decision-makers in this rogard is hard to

acquiesce.

“he main purpose of Technical Corporction under RCD should.
have been to establish some Regional R & D (Rescarch and Developuont)
hgoncy to Till in the technological aspect of industrini cooperation,
rather than overemphasizing seminﬂfs» 4 new repional arrangement is
immensely necessary in view of the fact the préssing 1bcal,ne@&s
inofféctunte the littlc technological cumpl&mcntarifyuthat ros
exist in the ﬁarullél RCD economicse Of late, an RCD Rescarch Bndow-
ment ha$ hoen proposed which, despite a limited scope, is a good
bominninﬁ towords the formation of a. technological pool. One only
nopes that the supply of requisite inputs does not become an

phstacse om tje way of an agrceenent in this connectione
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The step-motherly attitude towards agriculture needs to he
abandoned Ly setting up a separate pormanent Coummittec on fhgriculture,
dealdng with thc possibilitics of specializaticn, disposal of apri-
cultural surpluses, jaintmprodudticn_of arricultural inputs and

coordinaticon of rescarch.

Tourdsm also needs to be allocated to a separate perwancnt
Commnittee to avold tho overlap between the Committecs on Trade and
Socinl Affairs, tourism being an economic-culturai caterory. “he only
real advance in interrational tourism is the sugpestion for a packaso
tour. However, it invulves questions like uniform hotel rates,
provision of travel discounts, joint publicity abroad, ete, which
could be st done hy a Resional Tourist Corporation. Intrarepional
tourism or. a sclf-balancing brsis too nceds some such framework.
herecnent o a Regional Teorist Corporation, nevertheless, has not

been entertained cven in principle.

In the field of cultural cooporation, one fails. to unrler-
stand how on earth woulll the excaange of dancers o tfﬁﬂslntions
of gonerally un-road becks promote tbé promiged Y'people-to-peoplo
relaﬁion” andd YMices conscicusnaess of commén cultural horitqﬁu"H
Comuon oculturce is roing to he the strongest cloment in the perpetuat-
ion of RCD and cooperation in this arca should have heen taken a hit
more seriously. The comstitulion of the RCD Culturxdl Institute linle
it tetally with the past, ignoriné, thus the necd to huild up cultural

bridges at intellectual and mass levels in a scientific wmanncr.

The performnnce of RCD ove the seven years under study fails

to point up the way towards the full rcealizntion of even the limited
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promise that RCD offors, This, however, proves nothing against the
concept of coopcration as suche In point of fact, it is roflective
of the confusion about the. future of RCD which, in turn, depends

to a significant deprec on extrare

[

picnal factors.

Future of CENTO

Though there is not wuch £ruth in the jest that RCD ig s
"office copy' of CENTRO, the fact remains that the side hy side
existence of the two has somoﬁhing te do with the loose concept of
cooperation under RCD, RCD is primarily an economie. orpanization,
But CENTO docs not ignore economics either. As 1s evident from the
statement by British Minister of State for Foreign Affairs, made at

the London mecting:

CENTO in its militnry aspect hns achicved its
ahjactive and the regional countrics have
achieved a satisfactory deprce of detceente with
thcir adjacent neighbours. It was, therefore,
considered degirable and natural to increase the
cmphasis on gecnomic aspects and industrial
oovperation.-

The programme of the bconomic Committee of CENTO covers
multimillion dellar communication projects desipned to link the
three regicnal members by road, rail, air and teleeommuniations;
acrioultural extensicn; health; sciontific coomeration and technical

v . Y
assistance and industrial cooperation. It is a wide coverage,

differeont from RCD only in one, thoush vory important, respect— the

JPEg. While the militnry-oriented CENTO has been easily Yeeonomicised',

e . o 9 P o

3 The Pakistan Times, April 26, 1068.
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, .- , . . L .
the economic~oricnted RCD could not he mllltarlsedo A1l that it

.

implics is that Turkey wonts to o taln the Cﬁ”mp frumcwork to

obtain aid, military ns well as cconomic. In the precess of makins

it wore "agroeshle', the jurisdiction of RCD is heing encronched
upon,.The restlt is the ridiculous phenoncnen of same countries
coopurating in same arcns under two different frameworks, unleashing

forces of mutual weakening.

The Frebler of Turkish bdsscciation

“Turkey is now in the provation of the "preparatory period™
for associmtien with ¥WSC. The owﬁclusion of an agreemoht will mnke
her membership of RCD incowmetihls with the EEC associntion. For,
in cconowic intcgrntion,“poljglmy” is impfucticnhlo. Turkish acmbassador

to BEC unlcrlined his countey's interest in an agreement of associntion

when the stated:

Turkey is hopefully prtrmrlne for n transiticnal poeriod,
which will a real contact with the Commen Market

CCONOIY o .
@ &

The hope is hased on the extensive studics that were carried .
in Turkey taroughout 1967. A& mention-worthy development during the

. G 3 0y e
same year was the grant of markntlnn opportunitics within the framework

of the Article 6 of ¥Frovisional Protocol, On sapril 1, 1967 the hssocia~
i .

o

tion Council permitted the incrense of marketable goods from four to
I

th1ctucn§ While the pattern of trade with BEC will t-ke time to alter,

Ao ot . s it

e S— o =

L Bconomist Intelligence Unit, Quarterly fconomic Review of Iran No.2,
1C)67’ lJoCo

5-4in Muczzinoplu, "Purkey's Relations with EECY, Common Market
Bullctin, Fobruary 1768, p.51.

6 Ibid., PPaD2~34
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the immedinte Turkish interest lievs in the huge amount of § 175
million in add from the Buropean IUVLatmunt Banuk. The notablc

fenturcs of Turlkisn terms for ncjotinticens that bepan in Brussels

on Fehruary

Te Grouping of iwmports into two catepgurics to
crodually Xiboralize travle, the firet I(quiring
2 yueoars and the second 22 years for o 100%
bolitian of tutics.

fj RN

2a Turkey'shull be free to determine the itews falling
in each caterory.
B The poods antofing catopory 2 shall not ?
Smore than 50% of 1967 1kuorqu
L Trade liheralization should prnmﬂt( ant not
hinler e CQI‘;OmJ. C prog C."l’\k B3Sa

5. Harmonization ‘of Turkish Agricultural Policy
‘ with Cﬁwmun A0T10“1tUP“1 Policye.
6a 'lrcferenoe shouldd be given to Turkish labour
over nonmembers and egual gtatus with EEC
SWOrkers.

v

Vo . Sigoing of a Flasncial Protocolo?

o the BMC side, while considerable financinl and technical
L ' ' I
aid for the ¥ 105 million Baspurus project will bhe available, views
diverge on many points, notably, Common Agricultural Policy and trade
liberalisation whose “epth is unl kely to he morc than 5 to 10 per
cent, During his visit to Erussles in September 1969, Turkish
Foreipn Minister, however, insisted { nﬂt iscussions, shaald Be over
and Turkey should definitely cater the gecond period on Deecember 1.
'Ue arpued that dnkara Apreemont between Turkey and BEC should be
1mplcmuntcd in its.cntirety to eaﬂ,l“ her to 1LJVU the period on

< -
schedule.” ' .

7 Daily News, Ank;ra,_ﬁqrqhv28,-1969a
8 Dawn, fpust 11, 1969,

9 The Pakistan Times, Octobur 1, 1969




132

A1 thisz shows prent Turkich interest in BzC, adding an

. . - 10
element of uncertninty about the future prospucts of RCD,

The Russinn Plon

In June 1969, Soviet leader Hr, Brezhnev susgested a Remional -

Cooperation édrrenpemcut amongs Pakistan, Inlia, Irsn, Turkey and Afghoni-
I & { ’ ’ ] £

stan. That the Russian Plan can seriously tell upen the future of RCD
can he julesd by the fact that Turkey and Iran have nct oppescd the
idea, Opinion in Pakistan is determined by the atfitude towards Indin.
On the one hand are "confrontationists', who Nelicve in a policy of
friendship with China and confrontation with India. According to the
chief exponont of this schocl, repional ecoronic cooperation with
India is possible only if (1) it is procoeded by the resolution of
outstanding disputes (2) it is not a "harbinper" of or Ycurtain-raiscr!

. . , . . ST . .
te sowe collective security synsten ngainst China,  This schoel of
thousht holds the deminant pesition in the mattera

On the other hand are "cooperationists" who assert that by
accepting the plan, Pokistan could maintain its political argument
with India nnd still resume trale relations which, according to them,

are five to six times more important to Pakistan than to India. Further,

e i e - A s P e

0 .. ot TR . s e .
A dialegue between Prime linister Demricl and a Pakistani journalist:

Question: What do you prefer, ECM or RCD ?
fnswers The comparison is meaningless.
See Urdu Digest, January 1969, p.18.

Dve= T N

1 4edia Bhutto, Pakistan and the allisnces, ppe38~Ja
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friendship with Chinn will not be impairced ss Pakistan should join,

< s

not any new security systom, but the transit and trade arrangement.
Further still, the plun oifers prospects of large scale trade and
txﬂn51t in South Asin, with Paldstan occunying a key positions Bast
Buropean, and to some oxtent West Buromenn, goods shall move overland
through Turkey, Iran, afehaniston an? Pakistan to India and onwards.

Froximity o7 Yeshowny

ac uetta to the transit to and freom Asiatic
Russin and the economy of 40 to 60 nercent resulting from a fine
heavy duty roasd from Urals throvgh afpbonistan to South Asia are

. - .12
stated to bo the sipnificant advantages nrengst many other.

.

The Yecoperationists’ in Bast Pakiston, who have always

0]

for the opening up of the river tralfic between West Bengal

anl hAssam and parbatiper rail link, censider RCD a purely West Pnkistan

. o

affaire. According to tihewm, foilur: of Iu|onom1a_Pq&1stan Lbonomlc and

: - R S, . . . - , c s
Culturnl Co'leaboration - LIVECC) 1o malntmln an inter-wing “parlty” in

Regional Conperation in a factor piving s strength to their argument,
To surt vp, the sigms of o major realign nt are not indise-
cernible in Scuth asin, is {or Pak istan, the safe presumption is that
- . i } . : B

she will nov enter uny allisnce membored by Indin, The guestion is one
of ideology not ecgnomiCSVin’that,argumentﬁ for cooperation with India

are by no mezans difforont from the arpuments agninst pqrtlilonn

Whether k”k“sthb kueps rloof or not in no way Jdispels the mncertninty

12
. hskar ali Shah, "Beonomic Coopergtlup in South hsiall,
‘The Puk1~udﬂ Obsorver, dugust 1., 1969+

1 L L . . ' )
3It is 1nt;rest1nr to noi »vthat lndonesla too has supported
the Sovies Plans o 3 :
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thnt surrounds the RCD pnttern of association, insofar as ner
partners have supported %ﬁe idens & major crisis can develop if
India an:l Afghanistﬁi jdin RCD to transform it.into the groﬁpigé
suggested by Russi&]4 nn& cven i€ the Russion plan_&oes not nater-

ialize, the possibility of Turkish association with BEC will

continue to hang over PRCD like Democlef~ sword.

=

In the course bf our previous discussion, an argunent has
been huilt up that the propensity to regionalize for induétrializa—
tion in LDCs is a légicnl outcome of the present welter of aid nnd
trade scuff.cs on the ome hand an! their inability to launch import
suhstitution single handed in the "process! industries on the other.
It wos arpu-d in the Asian chtoxt that the proesent pelitical and
eooﬁomic contditions refuce the ilca of an dsian Comnon Market to a
long-tern poal, if nol to a mere "phanton” 15 or to Mspinning

S (A . . | .
fantasice, As an imdedinte altornative, therefcre, an RCD-sized
prouping, with fewer intercsts to he halanced, is the natural
first choice. For thé integrated Jevelopment of the region, a dynamic
casc, resting on the corrclations bétween structural transformation,
size of the market an the depth of trade 1ihcralisation in the
successive stages of cooperation, cocrdination and ﬁltimatcly
integration, can be made.

14

The Shahinshah declnred in New Delhd that RCD merabership is open
to all, . ' : '

15

Gunar Myrlal, Asian Drama, p.12h.

16 David Wightman, Townrds Beovnomic Cooperatien.in fAsia, chapter 13.




Tr"koy s extrawremional ohlifations hawve "eonditioned! RCD

to the Jt gejof*cOopcruniona Nevertheless, this does not disprove

the fact that the regional prospects of 1nuu t ialisation exccesl the

sum of tho:u@p wrate prospects of the mGM‘PTEo hssuming rationality

N . o ¥

in thc appronch. towards othae \Jl tical O)Utacleo, a pood case exists
for an RCD Conimen Narkota’Tuo'at%itﬁdc of Turkey is govorned’by

strict cconowmic onnullnrxt onug, IE 3t can hie demonstrated that her

share of the reﬁional ‘(D progpects will exceed: the economic benefit
from hssociation with SEC, she is likely to he more active in RCD.

S0
n workable way out is chuL Prkistan an:l Lrany who have, time
and again, cxwrcqs & their wililngncss for a comprchensive arrangement

could form o customs union and ke LD the contagt with urkuy throu ~h
. . JE T SR 1 1? Is&l J.' . g .-.k'b"i.

some sort oi VMspegilal 'cl\tlon ship's vince the two countries are
o “ g :

larpge enoup Lo expleit fiwe dynomic potentialities of cconomic
integration, the wunien is lakely Yo demenstrate succoss very soon,
Ag the undon do olopa ondl congolicantbos, Lts gal st¢Lat1mn clasticity

in demnn? ve lucs will he Larce coiative to ly clnsiicity.Tusofax

as this happens, tho rod

caring countidos, vize. Turkey cnid Afphanisdeon,
will tend to enter the woion te share the pndns, just as Britain and
EFTé menbers can now iil.afford te koep out of the BEC, So & comnon

market of RCD is not a but a renlistic long-torm "011 achicovoe

ahle by adooting wroach that meles it

.17 Turkey should be quite willing to have this arlﬁnFCmenf to f“ll”
back upon in casce the hSDOLl)TLOh ‘Council plays its delay1n8 ‘
tactics CXCOSSquly on hor, o

18

- The ‘5176 of thc-markvt of Palkdston and Irxn ;s
of Central American Common Harlet (CACM) .
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pessible to share the ultimate beliefs of the
clasgics without sharing their faith in the
methods, 19 :

In other words, the approach will not entail a functional
liberalization of trade, but a dirgistic plan for inteprated

development of Turkey, Iran and Pakistane

his o first step, the three countries should sipgn an
interim agreecment, committing them to o blucpeint of ceonomic
integration in the reeion which, thoush subjent to alterations as
practice so demands, will introduce o measure of stuﬁility and
sense of direction, oo ladly wanting in ad hoc arrangements. Its
characteristis fonturs should be & go=slow  time table of the
mechanics of transition from the lowest staye of onopcrdfion to

coordination and unltimately integrationa

The need for a go-slow approach arises from the fact that,
preater the product coverage and depth of trade liberalisation the
greater the fear thatl the dangers of o frec trade regime, enumerated
carlicr, will matcrinlize and lesser the motivation to negotiate.
The initinl difficulties are usually very large, and cven massive
efforts yield molest results. There is, hewever, no room for
demoralisntion as the ohject is not to reap some immediate reward,
but to maximize long-run gains through intograted developmoente

vl

Caution and gradualism is all the more nccessary in the RCD region

as any de_facto intepration is totally absent, although a good

e

19 , . : . .
J Paul Streeten, Beonomic Intepration: Aspects and Problems, De16a
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sovernnent-to~pgovernment rapport has been maintained in: the past in
1k =

fields other than economy.,

Ecanomic coopcration marks fhé be@inﬁing of inﬁrgrégional
interpenetration in its most naive forme. The purpese is to put an
énd to the hitherto wator-tight ¥clations: fo hfcak the vicious
¢ircle of lack of contact - auterkic and perallel policies - non-
cooporation; The methods employed are indirect, vize. bilaturul and
multilateral trade. agroeonentsz, for the ¢isoosnl of‘agricultuyal and
industrial surpluscs. The agreements way be short run as well as
lbng fun,ispocifying the structure anl/or volume“pf éxchangé,and
generally. inveling. divect clenring or Yswing' creditss Other forms
of coopcration include exchange ol lasiness leleprtions, technical
and cultural cooperntion, Wien cocperantion is viewed as a dpfihitivo
stage in the dynamics of ecemomic intepraticn, the improvement of

physieal infrastructure Ty wroviding the sissine Links assunecs ranl

iy

significancc. A a habit of ceoperaticn uilds up, the existing
Andireet methods outline their utility nnd the pround. is well set

for direct and institutionclised metods.:

Coordinaticn or harmonization of Jevelopment plans does

not envisage a uwni-plonned region. This is neither possible nor

tlesirable as no countfy ;ili ho propﬁred'to-sacrificc nntioﬁﬁi
priorities. 411 that is required is that plan formulation in one
country should take into account the targets for production, exports
“and imports in the other countriese Ip the underdcvelopéd'economieé
,§f.BCD'typq with little traditional frﬂ&e, the role of;plgh coordinam

tion should he manifdst ‘as the oljective.is. to influence the structure
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of new investment. The stratepy is tu select regional infants™ on the
basis of "agreed specialization' and rear them up in a protected
.

regional mavicet. rlan coordination will thus lead to ¢

(i) exploitation of externalitics and internalitics
and other bencfits of integration;

(ii) removal of critical scarcities on supply side by
preventing wastes of cempetition and unnecessary
duplicrtion through specinlized ventnres and
that of investment through jeint-purpose entere
priscs;

(iii) expansicn of the scovwe of useful exchange and
stzbilize the pattern resulting therefrom;

: . Vo - o . s 20
(iv) equitable diffusion of the benefits of integration.

Comprehensive »lan coordination is likely to fdce various
administrative and technical (ifficultics. Since the iﬁstiﬁutiqn of
any superanational authurity is promature, the structurce and locations
cof now iHVUStmcnt-anﬂ.itS “permissng:circumstance” i.€0, ftrade.
Cliberalization, have to Lbe decided through inter~government negotio-
ticnge Sﬁch anegotiations aro-genernlly time~consﬁming and hiased
towards sélqctivity for woant of an casily agrecd investment and
locational criterin. Oporaticnally, therefore, plan_qoordination will
proceed item-or industry-wisc. For fruitiul integrated develgpment,
however, nothing shert of 2 customs union is required in the item
or inﬂusfry 20 sclected. & roﬁ'onal infant con grow into maturity
only‘if an &ssufuﬂ réﬁionnl market is provisded. In RCD region, these
inféﬂts wiil.most liluly.bc investient and intormedinte qéodso Due to
a poliéy of providing chenp capital nnd tééhr'iﬂput iﬁportéwto import-
sﬁbstituting iﬁﬂusfrios, the toriffs WOrb kept lcwa'Thé_rcsult.is

likely to be insisnificont for the well-estiblished industries of DCs,

[PPSR

T e A A e PA A S A oAS et . i

20 ifiroshi Kitamara and 4jit Bhogat, "Repiohal iHarmonizaticn of
National Development Plans -n! Trade Cocperation', Economic Bulletin
for fAsia rnd the ar Sast, June 1967, pe15.
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but substantial for the output of regional infants. Hence the nced,
not only for a substantinl (about 30%) degree of prefererse, but
also for a common external tariff whose incidence is higher than

arthmetic average of the pre-existing tariffs.

A frece trade arca may'not Jdo the triok,21 In the first place,
the regional infants will he still-Dborn as a member which does not
produce the prﬁduct_in question might find it ndvgntagenus to import.
from third countrics, It‘miﬁht Le nske! us o why should, say,

Pakistan subsidize Turkish steel while choe coulsd) always get it more
choaply from extra-RCD sources. The answer is that in the item-by=iten
approach suggested herce, thoe forgone advantages willlbe adeguately
compensrtod ns Turkey mijsht also hhve to subsidize, say, poetrochemicals

L a}
i
ER

from Pakistane. These are the sncrifices that the region will have to
make for the structural transormation of its members. In the second
place, locatioﬁal decimions wight “e distorted By the differential
cost structures that result from diversent commercinl policies of the
memhers towards the third countrics. Finally, a free trade orea among
the RCD memhers will only lend to large-scale smugpling as customs
controls are too weak to enforce any criterin of origin. (lowever, if
an agreement on eustoms union is politically difficult to conclude,
free trade area should he accepted as o seconi=Lest solution. For,
custons uricn is hetter than free trade area, but free trade area iz

hettor than no free trade,)

4 partial cusgtoms union, thorcfore, holds hetter prospects for

CD region than o partial free trode ovea. dowever, o full free trade

D e = A At 2 e o

21 fkbar odil has susmested o free trade arca with o nnticnal value
content of nt least 60%, Background Paper on RCD, poi3e
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area may outweigh in advantage a partial customs union. 4us the

succass of wnion in a particulnr items is catablished, there will

e a toendency to form such a unicn in other items. What is more
. N : ! .

iwportant is that

with the cxporience mnd habits of mutual cooperation
irplanted during the preo otiations, the -
cammodity or sectornl coordination ot the suh=regional
level micht lenl to a rocopmition of the need for over-
=1L plen hermonization el thus pave the way for
cuorﬂinntimnﬁof the Jevelopment plans of the subropion

as o wholo,ss

a5 of

By that time, a working basis will have leen laid for th

eventual birth of an RCD Common ¥arket.

22 o i = ‘ i T v' . R
ECAFE, Report of the IMirst Werking Group of Planning Experts on
Regional larmonisation of Development Plans, para 20.
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