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Henry Kissinger ; 

The Rearming 
While Washington has been preoccupied 

with the Iran-contra affair, an event has 
occurred in Asia that will have I far more 
profound effect on the iut..-e: Japan's deci
sion to breach the budgetary ceiling of l 
percent of its gross national product on ita 
defense expenditures. Th& removal of the 
tacit budgetary barrier coupled with the 
increase in defense spending produced 
by the growing Japanese GNP makes it 
inevitable that Japan will e!llerge u a major 
military power in the not•t~istant future. 
At the same time Chinese economic mod· 
ernization is proceeding, if in fits and starts. 
All this imposes on the United State, 
the need to undertake a long overdue reu
sessment of its security interests in Alia. 

For more than a genera
tion, the United States bas 
50Ught to match Soviet power 
in Europe, but at the same 
time has accepted a steadily 
deteriorating regional balance 
in Asia. Soviet deployments in 
Asia are spreading along the 
coasts of Indochina and ilto 
the South Pacific, while 
American forces have been 
withdrawn from Southeast Asia and thinned 
out even in Korea and Japan. That America 
must not be militarily involved an the mainland 
of Asia has become an axiom of American 
foreign policy since the war in Vietnam. 

It is a strange concept. By any rational 
calculation, the United States has as vital an 
interest in the equilibrium of Asia as in 
Europe. Hostile hegemony over Asia would 
have at least as grave consequences for 
America as the occupation of Western Eu
rope . . To be sure, Asian realities differ from 
those of Europe. In Europe, security begins 
with two opposing alliance systems. The Sovi
et Union is perceived as the potential aggres
sor. A large American military presence, an 
integrated military command and a NATO 
council of ambassadors underline America's 
determination to support its allies. 

By contrast, the nation., of Asia do not 
acknowledge a common threat. Some coun
tries-for example, Japan and China-fear the 
Soviet Union; others-like Indonesia or Malay
sia-worry about China; still others-like ~ 
rea or China-are concerned about a resur• 
gent Japan. Some nation., of Southeast Asia 
con.wer Vietnam the principal threat. India 
and Pakistan are obsessed with each other. 
· The alliances that exist are quite different 
from NATO. The U.S. alliance with Japan, 
not buttressed by formal machinery, is in 
the nature of a urjlateral guarantee. The 
American military bases in the Philippines 
have not precluded that country from mem
bership in the nonaligned group. Only in 
South Korea are the lines drawn as in, 
Europe, though with a much greater reli
ance on indigenous conventional forces. 

From a security point al view, the nations al 
Asia live in two different worlds. With respect 
to the global balance of power, they are in the 
nuclear age, and in the name of nonalignment' 
they rely on an equilibrium maintained by the 
United States and the Soviet Unioo. 

On regional issues, however,_!ltey are 
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and the Rest of Asia 
~o use force than the nations of 
Europe, which have been chastened by two 
world wars. Therefore, any increase in 
strength by one country produces almost' 
automatic adjustments by all other nations 
in a position to see to their own security. In 
that regard, the conduct of international 
relations among Asian nations is analogou.. 
to the conduct of the European balance of 
power in the 18th and 19th centuries. 

As for Japan, American leaders seem to 
believe that growing military strength will 
ease America's defense burdens. They hold, 
too, that a larger Japanese defense effort will 
dull Japan's commercial competitive edge. 

But enthusiasm for quick fixes is a danger
ous guide for foreign policy. Japan, with a 
history of self-govenunent nearly as long as 
China's, will rearm for its own purpoees. Major 
rearmament would set in motion developments 
and temptations not deducible from contem~ 
rary pronouncements, and, far from leading to 
an economic slowdown, it could, on the ain
trary, spur new technologies and encourage 
pressures for protected marl<ets on the basis ci 
national security. At a minimum it could lead to 
destabilizing compensations by other Asian 
nations. To be sure, the United States cannot 
stop a major ally from pursuing its national 
objectives, but it must be careful about forcing 
the pace. 

Japan's increased military contribution is 
largely unnecessary to maintaining global 
equilibrium. Modest self-defense forces 
alone can make a Soviet attack on the 
Japanese homeland extremely costly, and 
such an attack would bring the American 
alliance into play. Japan could make a more 
significant contribution to global peace by 
increasing aid to developing nations than 
with a large military program. Japanese 
rearmament will therefore inevitably be 
driven by considerations of Japan's role in 
Asia. When Chinese and Indian modernin• 
tions are well advanced, Japan will properly 
insist on playing at least a regional role with 
its own military forces. 

It will make a huge difference whether Japan 
increases its defense effort gradually or sud
denly, whether it stresses defense as an out• 
pouring of a new nationalism-political and 
mercantili,tic-or as a contribution to a ~ 
erative world order. Thus a key objective of 
American foreign policy soouJd be to draw 
Japan into larger political relationships befe,t its 
military might develops its own momentwn. 

The evolution of Japanese powet will be 
watched nowhere more intensely than in 
China. For the greatest part of its history, 
that country flJtU the Asian equilibrium. It 
would be reckless to forget that in an 
important sense, World War II started with 
the Japanese invasion of Manchuria in 1932. 
Today, once again, the subjugation of China 
or even its humiliation would have conse
quences for the global balance difficult to 
distinguish from the collapse of Europe. 

The proud Chinese leaders often proclaim 
that no such danger exists. But long-range 
planning must consider possibilities, not cer
tainties. And 1'1e contingency is surely the 
Soviet reaction when China's modernization 
becomes self-sustainint and irreversible. 
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The Kremlin may then conclude that it 
cannot allow the emergence of a major 
power along a disputed frontier where a 
billion Chinese face 40 million Soviets. It 
may seek to destroy China's industrializa• 
tion and create a buffer along its Asian 
borders on the model of Outer Mongolia or 
the satellites of Eastern Europe. 

Whether this is more or less likely than an 
attack on Europe is a matter of judgment. 
But in Europe the risk, however slight, of a 
Soviet attack has evoked the deployment of 
substantial armies. Is it too much for West• 
ern policy makers to reflect on their attitude 
in case of threats to China's territorial 
integrit, and political freedom of action] 
American plaMers must understand that in 
such an event the United States cannot 
possibly remain aloof. 

To be sure, the United States can have no 
interest in i11·~• :19ing Chi"- perils by 9ro-' 
vocative acts or pronouncements. It is neither 
neces.,ary nor desirable for either Washington 
or Beijing to agree on day-to-day policies. But 
in the end the policies of both Washington and 
Beijing must be constrained by the knowledge 
that they have a common interest to resist 
"hegemonial" designs in the Asia-Pacific re
gion. Hence they must be careful not to push 
disagreements to a point where the other 
feels the purpose is deliberately and consi.t
tently to weaken it. 

A wise U.S. policy wili understand that 
China achieved the longest uninterrupted 
history of self-government of any nation 
above d because of a sophisticated under
studing of its national interest. China's 
leaders need no instruction on the proposi• 
tion that a change in atmosphere or even 
limited agreements with Moscow will not 
shorten the common frontier with the Sovi
et Union. They will not lightly risk their 
American safety net by staking China's sur
vival entirely on continued Soviet goodwill. 
So long as both Beijing and Washington 
understand the objective limits of each of 
•. aeir relations with Moscow they can both 
benefit from a relaxation of tensions. If either 
aide permits itself to be lured into a race for 
Moscow's favor, all restraints by the other 
will be eroded; the security of both the United 
States and of China will be impaired. 

Should China navigate the 'passage to 
modernization without Soviet aggression or 
domestic turmoil, a new situation will arise. 
Such a basic change in the balance of power 
is likely to bring about a substantial reas• 
sessment of Soviet policy. It will also trans
form the security problem of Southeast 
Asia. Vietnam would need such large forces 
on its Chinese border that it would be 
obliged to modify expansionist ambitions. 
Nations such as Indonesia, suspicious of 
Chinese designs, would look for additional 
reassurances. A triangular competition 
among Japan, India and China could well 
develop in Asia. 

For by that time India, too, is likely to have 
made major progress toward modernization. It 
will then be tempted to pursue the old British 
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MILITARY MEDICINE 

Breaking a promise? 
S hortsighted and faithless are two of 

the adjectives that U.S. military per
sonnel may find appropriate for a 

proposal buried in the Reagan administra
tion's fiscal 1988 budget to charge military 
dependents ar.d retirees "nominal" user 
fees for some health-care services. Unless 
the administration can provide a more 
convincing rationale for the idea than it 
has to date, Congress should be prepared 
to kill il 

The administration's plan, described 
in a brief paragraph in its budget proposal, 
is "to collect, on a test basis, nominal fees 
for outpatient medical care provided to 
non-active-duty patients to determine 
whether such fees can reduce costs and 
improve the quality of care in military 
medical facilities." That sounds reason
able. 

But its reasonableness depends upon 

what constitutes "nominal." If the nominal 
fee is similar to a deductible fee that pri
vate insurers charge their customers, 
which is designed to discourage unneces
sary use of medical services, then it's 
worth a try. 

But if "nominal fees" turn out to be 
major expenses, the plan could well be 
counterproductive. Active-duty service 
members volunteered for the armed forces 
with the explicit understanding that bene
fits such as free health-care for their fam
ilies and for themselves when they retire 
would be a part of their bargain with Un
cle Sam. Morale is likely to plummet if the 
user-fee plan is applied across the board. 
Moreover, if implemented, the user-fee 
plan could make retention of senior, 
skilled service members a tough task. How 
many civilian workers would want to work 
for a boss who rene~es on a promise to 

provide certain benefits? Given the normal 
hardships of military life, personnel who 
see their benefits eroding would be less 
likely to stay in the military. And reduc
tions in re-enlistments would compound 
the problems the Pentagon faces by the 
end of this decade, when a declining de
mographic pool from which to draw volun
teers begins to drain. 

To sway the critics, the administration 
will need to define "nominal" as merely a 
token fee and to show that the test will not 
harm retention of active-duty troops. To 
date, the administration has not presented 
a detailed defense of its proposal, and the 
Pentagon says that the reason is that no 
defense has been prepared by the Office of 
Management and Budget, which came up 
with the plan. 

Cutting defense budgets by reducing 
unnecessary medical costs is a sensiale 
move. If the administration can show that 
its user-fee idea could serve that goal 
without endangering the ability of the mili
tary to attract volunteers, then the plan is 
worth a trial. Meanwhile, the administra
tion has a lot of explaining to do. -DES MOINES REGISTER 16 JAN 87 (29) 

Hidden military spending 
TIME 2 FEBRUARY 1987 (29 JAN) Pg.59 

ROCKETS up to 20 ro:kets to lift military 
satellites into orbit. 

The contract means that · 

I~ 

When the Department o! Energy and Star Wars nuclear-powered 
was set up 10 years ago, its man- • 
date was to coordiilate-l compre~_X,ny laser devices. In 1981, only 
hensive energy plan for the nation. 38 percent of the DOE budget went 
But today the departm nt . b • for such programs. 

Boost fora 
Space Racer the firm will not have to spend .. , I 

its own money to develop a 

' e 15 e Th . . DOE ·1· coming a mask for militacy spend- e_ mcr~ase m m1 1tary 
ing, as its budget is turned over to spending will be offset by a 36-per
nuclear-weapons projects at the cent decline in spending on solar
expense of conservation and re- and renewable-energy projects 
newable-energy programs. and an 18-percent reduction in the 

The White House budget pro- budget for fossil-fuel research. 
posal for 1988 includes a request This is nothing but a poorly 
for more than $8 billion in military veiled attempt to hide actual mill
programs for the Department of tary spending in civilian programs. 
Energy. Approval would mean that If the White House budget is ap-
65 percent of the total DOE budget proved, total Department of Ener
will go to weapons programs, such 13 and Pentagon military spending 
as developing nuclear warheads for 1988 will be $320 billion -

Since President Reagan closed 
the space-shuttle program to 
most commercial cargo last 
summer. several U.S. aero
space firms have taken aim at 
the satellite-launching busi
ness. Last week McDonnell 
Douglas got a big boost in that 
race by snaring a 5734 million 
Air Force contract for a fleet of 

ro:ket that can compete with 
Western Europe's Ariane pro-
gram. which has a virtual mo
nopoly on private satellite 
launches. McDonnell Douglas 
will also be able to go nose-to-
nose with Martin Marietta. the 

· maker of Titan-class ro:kets. 
which has signed an agree
ment to send up a Federal Ex
press satellite in J 989. 

JAPAN ... fm P.9.. 17 

policy east of Suez. Its major theme of prevent
ing Russian domination over Iran and great
power hegemony over Southeast Asia is likely 
to be no different now that policy is made in 
New Delhi since it was always driven by the 
geopolitics of Indian, not British, security. This 
evolution is likely to improve India's relations 
with the United States. For it is not natural for 
India to treat the most remote superpower as 
the most immediate threat to the indepen
dence of South and Southeast Asia. In the long 
run Washington is more likely to appear as a 

counterweight to the expan
sionist tendencies of more 
nearby states. 

Two conclusions follow: 
■ With respect to aggres-

about $1,300 tor every man, 
woman and child in the nation. 

In cont!Lct, of'.ly $17 per J>fll"!ll\n 

will be spent on working for secure 
sources of energy for the future. 

sion that threatens the glob
al equilibrium, most Asian 
nations count on American 
support. They assume, how
ever, that American assist
ance will flow from an as-

sessment of common interests, not formal 
commitments or troop deployments. There
fore, continuity and bipartisanship in the 
elaboration of American foreign policy are 
essential. Constant changes of position are 
dangerous enough in the Atlantic area, 
where there is the safety net of institutions 
elaborated over decades. They are even 
more demoralizing in Asia. where few for
mal commitments exist and nations must 
gear their policy to America's capacity to 
define its permanent interests. 
■ The United States in pursuit of the global 
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equilibrium must be extremely sensiti"ve t~ 
how individual Asian nations perceive the 
local balance of forces and their own role 
within it. It cannot be in America's interest 
to have one Asian power or group of powers 
so strong that it can dominate the rest. The 
U.S. weight should be on the weaker side, 
especially with respect to matters that can 
over time affect the global balance. 

A great deal depends, therefore, on Ameri
ca's understanding of intangibles. No one has 
expressed this better than Japanese Prime 
Minister Yasuhiro Nakasone when, in a a>n
versation a few months ago, he rontrasted 
European and Asian notions of security: "In a 
European painting every detail is filled in and 
very little is left to the imagination. In a 
Japanese painting the empty spaces define the 
design; perception is therefore decisive." 
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MALAYSIA 
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IT SEEMS 
WE HAVE THE OLDEST 
AND LARGEST CONVENTION 
CENTRE IN THE WORLD 
It's by the happiest circumstance that Malaysia is situated where the 
tides meet. For along with them came the different peoples of the 
world, even as long ago as 40,000 B.C., as ancient writings in the 
Niah Caves confirmed. And where speleologists are continually 
making new discoveries about our Mulu Caves, the world's largest 
underground caves and the most stupendous caverns ever visited 
by man. 

People are still meeting in Malaysia today, for so many reasons. 
We have some of the finest meeting venues in some of the most 
c::xulk sc::Ltings. Our wurist attractions art: indeed rich and 
colourful. And the gentle charm of our country never fails to weave 
its special magic around our visitors. 

On Malaysian Airline System too, you'll find an abundance of this 
natural charm. Which together with the luxury and comfort of our 
well-appointed cabins, whether on MAS First Class, Golden Club 
Class or Economy Class, add up to an experience you'll surely want 
to come back to. 
For reservations , contact your favourite travel agent or any Malaysian 
Airline System office. 

~ n:!~rN§ ys,~E'LL TREAT YOU LIKE GOLD 
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The struggle for survival 
Malaysia is a shop stocked with things that nobody much 
wants. Its once incomparable range of products-rubber, tin, 
oil, palm oil-are having to be sold at give-away prices. Yet 
not long ago Malaysia was a wonder of the developing world. 
Can the Malaysians, asks Keith Colquhoun, find new ways to 
earn a living? And what will be the social consequences for a 
racially divided society if they can't? 
The Europeans who first sailed to the 
East generally had little difficulty estab
lishing their trading settlements. Any lo
cal opposition was soon put down with 
astonishing ease. Dr Mahathir Mohamad, 
the prime minister of Malaysia, some
times ponders why the Europeans were 
able to succeed so easily. They were few 
in number. The countries they invaded in 
Asia were populous and civilised, unlike 
the African territories also conquered by 
Europeans, yet the Asians were unable to 
defend themselves any more effectively 
than the Africans did. 

Consider Malacca, now a pleasant 
tourist town in southern Malaysia but 
once the most important commercial cen-
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tre, in South-East Asia, where traders 
from India, China, Indonesia and the 
Arab world met to do business. The local 
ruler had a large army equipped,- Dr 
Mahathir believes, with fighting ele
phants. The Portuguese captured Malac
ca with a handful of men in 1511, and it 
remained in European hands , with the 
Dutch and then the British succeeding the 
Portuguese, until this century. 

Dr Mahathir's explanation for the con
spicuous lack of success of the eastern 
armies is that they were badly organised 
and poorly disciplined. The army that 
fought .the Portuguese at Malacca had a 
general, but he did not have a definite 
hierarchy-captains, lieutenants and ser-

geants-to ensure that his orders reached 
the soldiers properly. Asian armies tend
ed to be led by example rather than by 
specific command . When the king of Bali 
died while fighting the Dutch , all the 
surviving Balinese soldiers committed 
suicide although they were perfectly ca
pable of fighting on had someone given 
them orders. The Europeans were organ
ised to act as a team. The Portuguese 
explorers setting off in their little ships 
into the unknown , attending their own 
burial mass before they set sail, could 
scarcely be thought invincible. But when 
they had to fight, they fought as a ma
chine, not as individuals as the Asians 
did. 

Organisation and discipline can give 
strength to the weak and the small, Dr 
Mahathir says. His preoccupation with 
history is not an academic indulgence. He 
is worried that, as a result of their culture 
and inheritance, the Malays, who are the 
largest group in Malaysia , are still not 
organised or disciplined. Nearly all his 
adult life , since he stopped practising 
medicine as a young man and went into 
politics, he has been trying to persuade 
the Malays to do better , though not these 
days by emulating Europeans, particular
ly the British , whom he thinks have lost 
their sense of discipline . The qualities of 
organisation and discipline, he believes, 
are now better practised by the Japanese 
who assimulated them from the West so 
successfully that they have become a 
world power , without losing their own 
identity . They in turn can teach the Ma
lays . This was the reasoning behind Dr 
Mahathir's injunction to Malays to "look 
east", and, especially, to look at Japan. 

It is , at least when you first encounter 
it, a persuasive line of thought. Dr Ma
hathir has many critics in Malaysia . He 
does not have the easygoing charm of the 
three prime ministers who preceded him, 
all of whom, unlike Dr Mahathir, were 
educated in Britain and brought a Dritish 
style to their administrations. But it is no 
fault not to be British. The prime minister 
is both a magnetic personality and an 
intellectual , a combination that is found 
only rarely among Malaysian politicians. 
He tries to make sense of Malaysian 
problems by seeing them in the perspec
tive of history . 

But if his solution to Malaysia's prob
lems is correct it should be showing a 
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Mahathir wins all the problems 

convincing result by now. He has been 
badgering, cajoling, shaming and nagging 
the Malays for some 30 years-the past 
six as prime minister. .It has to be asked 
whether he is getting anywhere in trans
forming their easygoing attitudes into 
bare-knuckle competitiveness. The an
swer is: probably not. 

It has never been essential to be disci
plined in this naturally favoured country 
of fertile abundance, with a climate of 
plenty of rain and sun, in which nobody 
went hungry and a peasant had to work 
only two months of the year to grow all 
the food needed to feed his family . So 
what's the urgency? Leave it until tomor-

row, or perhaps next month. But the 
Malays' sense of un-urgency is now being 
seen as something more than a charming 
quirk of their cultural background, be
cause, for the first time , the country has 
fallen from economic grace. The previous 
survey on Malaysia published in The 
Economist in 1979 painted a cheery picture 
of a not-quite-Utopia in which the Malay
sian economy was growing by a steady 
7% a year, mostly as a result of the world 
demand for its rubber, tin and other 
commodities. That happy state of affairs 
no longer operates, which is one reason 
for having a new survey eight years later 
to take a look at what has happened. 

Buy a bargain Rolls ... 
... and much else in a depressed economy 

Malaysia is no longer a thriving country 
getting richer. The economy actually 
shrank by 1 % in 1985 and last year grew 
by less than 1 %. In the capital, Kuala 
Lumpur, the decline is not immediately 
noticeable. There is an articulate consum
er movement and concern about the envi
ronment, two indicators of a society that 
believes it has satisfied some of its purely 
material needs. The town looks show
room-new. Glittery high-rise buildings 
give the impression of having sprung up 
suddenly like exotic trees from jungle 
compost. In the interminable traffic 
queues there are not only the locally 
made Proton Sagas but more than a flash 
of Mercedes and Rolls-Royces, on which 
there is a 300% import duty . But the 
buildings are emptying. The splendid ho
tels of Kuala Lumpur count themselves 
lucky if they are half full. A one-year-old 
Rolls, just run-in, can be bought for a 

third of the price it cost new. Prices of 
houses and flats are falling , particularly in 
the plushier suburbs. The pawnshops are 
doing well. In the great shopping malls 
the sales season never ends as ever more 
ridiculous bargains are offered to ever 
more wary shoppers . 

This is not a town gone bust, but it is 
counting its dollars. The auguries are 
gloomy when measured by the markets 
for rubber (Malaysia has 35% of world 
production) and palm oil (60% of world 
production) . The market in tin (35% of 
world production) has collapsed. The 
market for oil, the country's largest for
eign-exchange earner , is weak. Pepper, 
almost alone of the country's exports, is 
doing well. But Malaysia's principal com
modities may never fetch high prices 
again . Few people believed that there 
would come a time when Malaysian tin 
and rubber would be a drug on the 

market. But synthetic rubber has cap
tured two-thirds of the world market, and 
cheap and efficient substitutes have been 
found for tin, partly as a result of Malay
sia's greed in trying to manipulate the 
market in an effort to make it a semi
precious metal. 

Falling commodity prices, together 
with a fall of 40% in the value of the 
Malaysian dollar against the yen, has 
drawn unwelcome attention to a country 
that not so long ago was considered a 
model for the developing world. Com
mercial disasters, of which there have 
been a number over the past year in 
Malaysia, are seen as more than financial 
hiccoughs and individual tragedies. They 
are examined morbidly to see if they are a 
sign of national sickness. 

Last August the government borrowed 
$500m from commercial banks in Britain, 
Japan, the United States· and elsewhere. 
The apparent ease with which the loan 
was raised was said by bankers in Kuala 
Lumpur to show what a good credit risk 
Malaysia still was . So it is, even though 
the terms of the new loan were marginally 
worse than those Malaysia could have 
expected a year or two ago. 

Malaysia is not going to sink suddenly. 
It is experiencing the tiny agonies of a 
slow decline. But it is not pleasant to get 
poorer in a world where you are consid
ered nothing if you are not going up . The 
middling-class Malaysian faces the pros
pect of less real pay, fewer luxuries , a less 
tempting diet, clothes that have to last 
longer and a car that he cannot afford to 
replace. The roads will have holes in them 
longer than they should have, power cuts 
will become commonplace , bills may nev-
er be paid. · 

Living without the dole 
Take a town like Ipoh, the tin capital of 
the world , with a population of 400,000 
people, most of them Chinese. It is a 
clean and approachable town, with none 
of the extravagances of Kuala Lumpur. It 

A touch of spice 
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Good planning and a shrewd investment 
policy have helped this country become the 
world's number one palm oil producer. 

Last year alone the overall yield increased by 
I I .2 3 % over the previous year. giving Malaysia 
a 60. 5 % share of the worldwide palm oil market 
- three times that of its nearest competitor. 

Parallel with that success is the commitment 
of Chase. 

Our financial involvement increased in 1985 by 
67 % over 1984. And the Government's long-term 
confidence can be gauged by its recent granting 
of licences for six new mills and one new refinery. 

CM38186 

The Chase Partnership is at work at every 
level of the industry. 

In fact it begins even before a seed is 
planted. It carries through to the point where 
the oil drums start rolling onto the cargo ships 
and until the final collection is received . 

In some cases, it even carries through to the 
finished consumer product. 

We've been instrumental in financing new 
technologies such as the innovative 
Fractionation Membrane Filter System from 
West Germany which can extract 8% more oil 
when compared to conventional methods. 

We've also financed the introduction of a new 
cleansing and deodorising process for the pure 
end product which results in the oil - like wine 
- 'travelling better'. 

The great advantage for the overseas customer 
is that he now has no need to re-refine it himself. 

We're supporting all sectors of the industry, 
from harvesting to refining. as well as furnishing 
Trade Finance for exports. 

In a nutshell . the future looks bright and 
there's every reason to expect that the 
Partnership between the industry and Chase will 
continue to bear fruit. 

~a.CHASE ~, 



Doing business in Malaysia is so much easier 
when you work with a partner who knows the 
country. A partner like the United Malayan 
Banking Corporation Berhad, Malaysia's third 
largest banking group. 

and in many other ways help make business in 
Malaysia profitable for you. 

For further discussion, please contact our 
International Division - Tel: 03-2302560 -
at our Kuala Lumpur Head Office. 

As one of Malaysia's oldest local banks with 
established international links, UMBC is perfectly 
placed to tailor a programme for your needs. And 
a majority of our vast network of local branches 
are thoroughly familiar with handling inter
national business. 

We will put you in touch with the right 
people, arrange for the ideal financial package 

t r0(f),r' 
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UNITED MALAYAN BANKING CORPORATION BHD. 

Senring through progressive banking 

Head Office: Bangunan UMBC, Jalan Sultan Sulaiman, P.O. Box 12006, 50935 Kuala Lumpur. Tel: 03-2309866, 2305833. 
Telex: MA 30484, MA 30662. 
NegaraBruneiDarussalam: 141 Jalan Pemancha, Bandar Seri Begawan. Tel: BSB 22516, 23687. Telex: BU 2207. 
Sin~apore: Singapore Main Office, No. 01-00, 150 Cecil Street, Wing On Life Building, Singapore 0106. Tel: 02-2253111. Telex: RS 20309, RS 22205. 
Thailand: UMBC Building, 149 Suapa Road, Bangkok. Tel: 2219191-5. Telex: TH 81172, TH 81042. 
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The tin that nobody wants 

has not quite lost its air of prosperity. The 
miner's wage, the equivalent of about $70 
a week for an average worker, is a decent 
one in the developing world. But there is 
now a blight on Ipoh. More than two
thirds of the town's 40,000 tin miners are 
out of work. Many of the engineering 
firms that lived off the mines have gone 
bust, so their employees are without jobs 
too. All the services that relied on the tin 
money-shops, restaurants, taxis, even 
buses-are feeling the pinch. The unem
ployed are so far mostly ta1cing their 
hardship with dignity, hoping that the 
government will find a way of selling 
more tin. But there is no dole in Malaysia 
and they are living on their diminishing 
savings and the social security of the 

extended family . The state's government 
is enouraging the jobless to turn to agri
culture or to start fish farms on former 
mining land. A hawker's licence is getting 
easier to obtain. But Ipoh is a town under 
stress. Burglary is its only growth indus
try. 

A lot of Chinese money is moving out 
of Malaysia in search of more promising 
homes: the rudimentary exchange con
trols are said to be easy to evade. Some 
wealthy Chinese have taken the precau
tion of preparing a possible bolthole. 
Those with mobile skills, such as doctors, 
are able to find work elsewhere. But most 
Chinese, like those in Ipoh, do not have 
the option of pulling up their roots, even 
if they wanted to . 

Pieces in a jigsaw 
Will the country stand the strain? 

Malaysia is a jigsaw of a country, and not 
all the bits of the jigsaw fit neatly togeth
er. The jigsaw began to be assembled by 
the British in the early part of the nine
teenth century. It started out as three bits 
of reasonably inhabitable territory, the 
islands of Penang and Singapore, togeth
er with Malacca, and was administered 
undyr the truly colonial name of the 
Straits Settlements. By the time the jig
saw was completed in 1963 it consisted of 
11 states in the Malay peninsula , plus two 
(Sabah and Sarawak) in the north of what 
used to be called Borneo, together with 
Singapore. In 1965 Singapore went its 
own independent way. What remains is a · 
collection of thoroughly awkward-mind
ed states that, for convenience and advan
tage, just about tolerate being in associa-
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tion with each other and perpetually 
grumble about the bossiness of Kuala 
Lumpur. 

More equal than others 
That is the geographical jigsaw. There is 
another, racial, one. Nearly half the peo
ple ( 48%) are Malay. The rest are Chi
nese (34%), Indian (9%) plus some 16 
other ethnic groups. The Malays do not 
like the Chinese and the Indians very 
much, 'ry'hile the Chinese and the Indians 
feel deeply resentful because in their view 
they have been badly . treated under a 
predominantly Malay government. 

First, the Malays. The prime minister 
may be critical of them, but he loves 
them. He wants them to do well, and he 
feels perfectly entitled to practise what in 
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other countries would be called racism in 
order to push and encourage them to 
better things . The Malays and a number 
of tiny ethnic groups are known as bumi
putras, which translates roughly as sons of 
the soil. Call them the natives . 

Being a bumi is a great start in life. The 
bumis have four out of five places at 
Malaysian universities. The bumi gets 
priority for a job, even if his qualifications 
for it may not match those of a non-bumi . 
If he wants to start a business he gets a 
cheap loan. The overstaffed offices of 
government until recently always seemed 
to have a job for a bumi, who might find 
his or her most onerous task was keeping 
boredom at bay. One office is famous for 
its knitting productivity. 

The Malays are defensive about their 
privileges. They claim that they are 
merely trying to right the wrongs experi
enced by the Malays when the country 
was run by the British, who they say 
favoured the Chinese and the Indians. 
Most important, they were in the country 
first , and this, they argue, entitled them 
to lord it over the "newcomers". Malay 
politicians are moved to near unbeliev
able wrath if it is suggested, as some 
Chinese from time to time slyly do, that 
all Malaysians were immigrants at some 
time or another. Last year a Malay politi
cian seriously suggested that , if the Ma
lays felt that their dominance was being . 
questioned, why not merge with their 
fellow Malays in Indonesia? However, 
this improbable notion has not been pur
sued. Malaysia may be in a pickle , but it is 
not yet desperate enough to make or 
accept a takeover bid. 

Uneasy mix 
The Chinese and the Indians are indeed 
newcomers but only relatively so. The 
Chinese were brought in by the British in 
the nineteenth century to work as tin 
miners , while the Indians were brought in 
to work in the rubber plantations. Thus 
the newcomers were the key to the coun
try's two foundation industries , tin and 
rubber. Many of the descendants of the 
Chinese have become captains of indus
try. Upwardly mobile Indians have be
come engineers or doctors, or make 
enough money in business to move to 
mother India, where their wealth will be 
proportionately greater. Suddenly a small 
Indian establishment will close down. 
"Where's Patel?" " He's gone home." 
Even the least-ambitious Indians prefer 
to work alinost anywhere except in the 
rubber plantations where pay is a pittance 
and living conditions sordid . Although 
around 9% of Malaysians are unem
ployed, and the figure is rising, thousands 
of jobs are going begging in the planta
tions. 

The Chinese will say, even to a foreign-
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er, that the Malays are lazy. But surely 
working in the rice fields is hardly a job 
for lazy people? All they are good for , 
comes the reply. But, you persist , is 
physical exertion a good thing in a hot 
climate? The colonial British were not 
particularly energetic. A planter got up 
early but by ten in the morning had 
succumbed to the heat of the day and, 
often, the consolation of the bottle. 
That's the point, say the Chinese. The 
Malays are not intelligent, like the Chi
nese or the Brits, or shrewd, like the 
Indians. In every Malay village, however 
small, there will always be one Chinese, 
they say. He runs the village shop. 

The Malays may not be the Japanese of 
South-East Asia, but such talk is at least 
partly a reflection of Chinese resentment 
of the bumiputra. policy, particularly its 
educational bias in favour of Malays. The 
Chinese have even been forbidden to 
establish a Chinese-speaking university. 
They believe their traditions are under 
attack too. The lion dance, practised with 
enthusiasm by Chinese communities 
throughout the world, is said by some 
Malays to conflict with "national 
culture". 

In search of unity 
The first prime minister after indepen
dence, Tunku (Prince) Abdul Rahman, 
tried to reconcile racial differences by at 
least encouraging a political unity for the 
country. His Alliance party was a spectac
ularly successful fixer, making electoral 
deals throughout the land , putting up a 
Chinese candidate where there was a 
majority of Chinese voters and a Malay 
candidate where there was a majority of 
Malays. In the first general election of 
1955, the Alliance won 51 seats out of 52. 
It was an impressive coup, even though it 
gave an artificial impression of political 
unity. 

The tunku was the best sort of leader to 
have at the birth of the state. He is 84 next 
month and remains an active and articu
late promoter of reconciliation between 
the races. But his Alliance party is long 
since dead. The federation these days is 
run by a 13-party coalition known as the 
National Front.The main party in the 
coalition is the United Malays National 
Organisation (UMNO) . 

Malaysia is not a democracy in the 
exact sense of that word . Every adult has 
a vote. The elections in most places are 
conducted almost fairly, although there 
are grumbles about the way the constitu
encies are arranged, allegedly in favour of 
the ruling coalition. The UMNO coalition 
may win easily, or not so easily , but it will 
always win. The opposition can never 
expect to form a government, although if 
an opposition party does well it may be 
invited to join the coalition and take part 

That sinking feeling 
GDP % change on previous year 

i 
% 

6 I 

4 

~ 
+ 

1980 81 82 83 84 85 86 est 

Sources: IMF; Wardley Investment Services 

in the decision-making and share the 
perks of office. 

In the most recent general election, last 
August, the main interest lay in whether 
the coalition would retain its two-thirds 
majority in the federal parliament, which 
gives it the privilege of amending the 
constitution, should it wish to. It got its 
two-thirds majority and in doing so had 
the bonus of beating off a challenge from 
what has become the most vigorous and 
determined political group in Malaysia, 
the Islamic fundamentalists. 

Islam is the state religion, but the non
Muslims-the Chinese Buddhists and 
Christians, the Indian Hindus , together 
with the animists and others-prevent 
Malaysia from being an Islamic state. 
Parti Islam, which wants to turn Malaysia 
into an Islamic state in which only male 
Muslims could vote, and which would 
take a dim view of cakes and ale, had 

Abdul Rahman: prince of unity 
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before the general election been gather
ing a lot of support in the west of the 
country, where it has always been stron
gest. Partly this was a result of the period
ical swing of the Muslim electorate away 
from the government to the opposition. 
Partly it was because of the rise of funda
mentalism throughout the Muslim world 
as a result of the Islamic revolution in 
Iran in 1979. Fundamentalism is strong 
among young, educated people, who of
ten completed their education in the 
United States and are now, rather to the 
surprise of their parents, rejecting west
ern values. Parti Islam's message of sim
ple living, self-sufficiency and making the 
country less dependent on foreigners is a 
powerful one. 

Particularly alarming for the govern
ment was that Parti Islam seemed to be 
winning support from Chinese who had 
previously supported one of the Chinese 
parties, usually the Malaysian Chinese 
Association, which is the second largest 
part of the ruling coalition after the 
UMNO. Parti Islam was arguing that as 
Islam does not discriminate between 
race, creed, colour or region of origin , the 
Chinese would be better off living in an 
Islamic state. Discrimination against Chi
nese would be scrapped. The Chinese 
would be free to pursue the education 
they wanted. Mandarin could become an 
official language. A Chinese could even 
become head of state, although he would 
first have to become a Muslim (not im
possible: there are already a number of 
Chinese Muslims in Malaysia). This 
tempting feast was put before the Chinese 
by Parti Islam's passionate vice-presi
dent, Ustaz Hari Awang. 

In the event, Parti Islam was not clever 
enough. It had hoped to win as many as 
24 seats, compared with the five it had 
won in the previous general election. It 
ended up with one. The Chinese were not 
silly. They know that in practice some 
Islamic states are far from free. The many 
Chinese who are fed up with the Malay-
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sian Chinese Association, which has been 
hit by financial scandal and whose former 
president is in jail in Singapore for finan
cial fraud, decided to give the govern
ment a jolt in another way. They voted 
for the Chinese-dominated opposition 
group, the Democratic Action party. The 
opposition now has more Chinese sup
port than the government has, not a 
comforting development for a racia11y 
divided country. The Democratic Action 
party has a skilful leader, Mr Lim Kit 
Siang, who gives the governing coalition a 
hard time in parliament and seems unlike
ly to give up this enjoyable role by joining 
the government for , as he puts it, "a few 
ministerial seats". 

Neither has the Islamic threat_ gone 
away. Parti Islam collected more than 
15% of the vote and 22% in the seats it 
contested . In 30 seats it finished close 
behind the winner. After retiring to lick 
its wounds the party is regaining its confi
dence. Next time, the Chinese, if they 
feel sufficently discontented, could vote 
in some strength for Parti Islam, in an 
anarchistic gesture . "We are patient", a 
Parti Islam official commented. "That is 
something we learnt from the British, 
who took a hundred years to mould the 
country to their way of doing things." 

I spy Zionists 
So fundamentalism will continue to be a 
worry for Dr Mahathir, who says that the 
Islamic party is not only fundamentalist , 
but extremist . The prime minister claims, 
reasonably, that he is fundamentalist , as 
any good Muslim should be. But in dem
onstrating that his fundamentalism is in 
no way inferior to Parti Islam's , he has 
helped to move religion into the centre 
stage in Malaysian politics . The govern
ment has become virulently anti-Israeli. 
"Zionists" are accused of sabotaging the 
economy. Malaysia temporarily withdrew 
its ambassador from Singapore when the 
Israeli president visited there in Novem
ber. A representative of the Palestine 
Liberation Organisation told a respectful 
Malaysian audience that Israel was plan
ning "military action" against Malaysia, a 
feat of arms that would amaze the world . 
It is difficult to believe that most Malay
sians can possibly take this nonsense 
seriously, but there seems to be nobody, 
in politics or the press , with the inclina
tion to ridicule it. Worse, religion and 
religious bigotry have detracted from the 
problems of the economy, ·which are 
more important to Malaysians' earthly 
existence than how they worship God . 

I 
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Busy fingers, but not for long 
Malaysia has done something to provide for its future, but it may not have 
done enough 

Malaysia is the world's largest exporter of 
semiconductors, the marvellous "chips" 
at the heart of most electronic equipment. 
Until 1985 its semiconductor industry had 
enjoyed annual growth rates of 20% for 
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more than a decade. Since then, world 
demand for chips has fallen, partly be
cause of the fall in demand for personal 
computers and other electronic delights. 
Malaysia built up this impressive modern 

MALAYSIA SURVEY 9 

industry not because it is skilled in hi
tech, which it isn't, but because it could 
offer cheap labour to assemble semi
conductors from the sophisticated bits 
shipped from the United States and other 
hi-tech countries. It no longer has this 
advantage . Any new foreign company 
seeking cheap labour is more likely to be 
attracted to Thailand, where wages are 
about a third of Malaysia's. The relatively 
simple operation of assembling a semi
conductor (or, as in the picture, laborato
ry parts) can be done just as well by Thai 
fingers as Malay ones. 

But assembling the bits is becoming less 
and less a job for nimble fingers, whom
ever they belong to . An automated ma
chine can do the job at least five times 
quicker than a manual worker. One per
son can monitor a row of machines. So 
who needs people , even low-paid ones? 
The world of technology moves fast, and 
low-tech Malaysia may be left behind. 

The threat to the semiconductor indus
try is bad news for Malaysia's free-trade 
zones. The free-trade zone was invented 
in Ireland as long ago as 1959. The idea is 
to lure in foreign companies, offering 
them low or no taxes , freedom from 
government busybodies and low labour 
costs. In return the company is expected 
to export nearly all its products , bringing 
foreign currency into the country, and to 
train local people in the company's exper
tise (known as technology transfer) and to 
buy as much material as possible from 
local firms (known as linkages) . 

The island of Penang in north-west 
Malaysia has prospered from its free
trade zones. Drive past the customs 
check-point and you feel you have left 
Malaysia, with its petty quarrels of who 
was first. You are suddenly out of a 
developing country and into a developed 
one. The great factory edifices look as 
though a computer designed them, as 
perhaps it did. Nobod'y is knitting. 

This infusion from the developed world 
has put money in the purses of the 40 ,000 
people, mostly young women, who are 
bussed in daily from the local towns of 
George Town and Butterworth. But it is a 
diminishing prosperity. No more nimble 
fingers are being recruited and some are 
being laid off. The fate of these people is 
ammunition for critics of the zones who 
say they are just cheap outposts from 
which to make a quick profit . Those firms 
that move into the zones, it is said, have 
no real interest in furthering the econom
ic interests of the host country. There is 
little technology transfer, and the link
ages are mostly utilities , such as electric
ity and water. 

Yes , maybe. In Penang some firms 
have gone because they could no longer 
afford to stay . But most intend to soldier 
on, if only because they are there and do 
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in common besides their choice of . 
international bank. They've learned how 
to learn from their successes, the way 
everybody else learns from mistakes. 
The reasons why something goes right 
are just as important as the reasons 
why something goes wrong, and may be 
even more rewarding (and elusive). 
When nothing succeeds like success, 
it's because nothing works like work. 
Incidentally, when our customers keep 
coming back to us, we do know why. 
And so do they. We're one of their 
professional secrets. 

Even if it works, ask why. 
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not want to abandon a huge capital in
vestment. They will retain their more 
talented local staff and train them to be 
more clever. They concede that they are 
unenthusiastic about transferring too 
much technology; in a backhanded com
pliment they say that the Malaysians are 
not expert, or are uninterested, in steal
ing the technology, which is a big problem 
in Taiwan. The great international com
panies that operate in the trade zones 
would claim to be socially responsible. 
They have a reputation to protect. 

All the same, some Malaysians find it 
difficult to see much difference between a 
foreign company squeezing what it can 
from a zone and the British companies of 
the old colonial days running a planta
tion , except that the Brits were more 
involved in the country. What will happen 
to all those young women when they are 
no longer wanted at the semiconductor 
factories? Will, as the cynics say, the 
pretty ones become bar girls and the plain 
ones turn to Islam? Will their families, 
deprived of their incomes, have to move 
to Malaysia's squatter settlements, which 
already house 750,000 people whom the 
boom years passed by? 

As in Kuala Lumpur, Penang is to 
some extent still living in its easy-street 
past. It possesses Malaysia's most spec
tacular folly, the extraordinary 65-storey 
Komtar building, one of the tallest in 
South-East Asia. It was started in the 
buoyant days of 1974, and is still not 
completed. When, and if, it is , much of its 
huge amounts of office, hotel and shop
ping space will probably not be needed. It 
has been delayed many times, once by a 
fire on the 44th floor , which could not be 
put out because the fire-fighting equip
ment would not reach above the seventh. 
The idea behind Komtar was to "symboli
cally represent the restructuring of Ma
laysian society" in the ill-chosen words of 
a minister . The people of Penang loath 
Komtar and hope that Malaysian society , 
restructured or not, will never look like 
this. 

Tickle my tummy 
All in all, despite its flirtation with elec
tronics, Malaysia has never been one of 
Asia's innovative countries-like South 
Korea, Singapore, Hongkong and Tai
wan, which used superior technology and 
get-up-and-go to establish themselves in 
many of the world's markets . Malaysia 
likes to think of itself as a tiger, the 
animal fiercely featured on its coat of 
arms. But tigers, once fed, are dozey 
creatures that like nothing better than to 
roll on their backs and have their tummies 
tickled. Yes, the future had to be provid
ed for , but the commodities were always 
there. As a result Malaysia is changing 
only slowly from being an agricultural 

So, what's different about the Proton? 

country. 
In one respect, it has actually turned its 

back on innovation . It has invested mod
estly in heavy industry: steel , cement and 
cars. It has been much criticised for doing 
this . Its critics have included this newspa
per which has said, to quote one of its 
leading articles, that the way forward for 
Malaysia is " a competitive move upmar
ket, into the scientific , technical and 
information-processing skills typical of 
the advanced economies of the West" . 
But Dr Mahathir says that Malaysia can
not afford the new technology, which gets 
newer, more expensive and more expert 
every moment, so it has gone back to the 
old, which it can afford . 

One bit of the old technology is making 
cars. The Proton Saga, first wheeled out 
in 1985 , is polished with pride by Malay
sians. A national car is something of an 
achievement in a developing country, 
even though the Proton, although assem
bled in Malaysia, is essentially a Japanese 
saloon. It has been kept cheapish , and 

. duties and taxes keep up the prices of its 
foreign competitors. There is vague talk 
of selling the Proton abroad , but it would 
probably be unsaleable in most devel
oped countries because it would not meet 
their safety standards. Malaysia looks 
hopefully towards China; but the demon
stration models sent there in the winter to 
chilly Peking did not have heaters, and
a salesman's nightmare-were reluctant 
to start . 

How old is new? 
Malaysia is never going to get rich selling 
cars . Can it come up with workable new 
ideas to regain some of its economic zip? 
The biggest old idea, the New Economic 
Policy , and its frankly racist corollary, the 
pushing of the bumiputras , is in need of a 

replacement. In 1971, when the New 
Economic Policy was inaugurated, the 
biggest chunk of the Malaysian economy, 
62%, was in the hands of foreigners. The 
Chinese and Indians who lived in Malay
sia controlled the next biggest piece, 
34 % , while the bumiputras controlled a 
mere 4%. When the Chinese (and the 
foreign) hold on the economy was bro
ken, the bumiputras would, the govern
ment promised, become rich , or at least 
they would no longer be poor. The aim, 
by 1990, was to put the bumis in charge 
of, or at least participating in, 30% of 
domestic business, limiting non-bumi ac
tivity to 40% and foreign involvement to 
30% . It worked in a sort of way all the 
time the economy was growing, when all 
could have prizes . By 1985 bumiputra 
ownership stood at 18%, up five points in 
five years, although non-bumiputra own
ership by Malaysians had also risen dur
ing the same period from 45% to 57% . In 
some areas controlled by the govern
ment, the bumiputra stake was dispropor-

Going native 
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tionately high: about 75% in banking and 
some 80% in the plantations. 

The gravy days for the bumiputras have 
come to an end , as they have for all 
Malaysians. Last year the government 
faced the fact that there could not be 
redistribution of wealth if there was no 
growth , and it largely suspended the New 
Economic Policy. Market forces , even 
those directed by foreigners, were back in 
Malaysia. 

The trouble with the bumiputra policy 
is that, where it has worked, it has created 
a small Malay business elite which is 
heavily dependent on official favours. In 
the difficult times now facing the country, 
these artificially created businesses are 
unlikly to have much resilience. Even 
when the going was good, many compa
nies set up by government agencies for 
bumiputras went bust. Dr Mahathir him
self has complained of the inadequacy of 
some bumipuitra businessmen who, he 
said, ask him for licences and permits 
"while they sit in air-conditioned rooms 
with one-inch thick carpets". 

The forecast now is that in 1990, at the 
end of the fifth Malaysia plan , the bumi
putras will have about 22% of the econo
my, rather than the 30% aimed for. But 
even this figure is suspect. Much of the 
business claimed to have been transferred 
from the Chinese and the Indians to the 
bumiputras has been transferred simply 
on paper. The Chinese and the Indians 
have retained the real control, even 
though a Malay may have his name on the 

All together now 

notepaper . 
It is doubtful whether the New Eco

nomic Policy has contributed a jot to the 
wealth of the country. Indeed, with its 
message of Malaysia for the Malays it 
may have put off some foreigners from 
investing in the country. It was thought 
up following riots in 1969 between Malays 
and Chinese of a ferocity that is still 
recalled with a shudder. The Chinese can 
be wickedly effective fighters , as they 
showed during the Japanese occupation 
in the second world war, while the nor
mally gentle Malays have a tendency to 
go beserk when under stress-amok is a 
Malay word . The panacea was the New 
Economic Policy which promised to make 
life better for the Malays , but without 
screwing the Chinese too much. Its most 
useful function, not to be underrated, has 
been as a peacemaker. 

Malaysia remains an uneasy racial mix , 
in which the tensions have perhaps been 
kept in check only because there has been 
high employment and more money in the 
pay packet each year. You do not have to 
be a clever sociologist to predict that 
nasty things could happen to the commu
nity as these palliatives disappear. Man
aging a prospering country has been rela
tively easy. It is going to be far more 
difficult to manage a country of gradually 
lowering expectations without the people 
getting upset . One of the consequences of 
racial unrest would be a more authoritar
ian tone in the government. Some opposi
tion politicians say they already detect it . 

Can Malaysia help itself by helping, or at least co-operating with, its 
neighbours? 

Can the Association of South East Asian 
Nations (ASEAN) at last start to justify its 
long existence? Although ASEAN 's fate 
has been to become a regional debating 
society, it was conceived in 1967 as a free
trading group, along the lines of the 
European community. It could still use
fully become that. Its six members , Ma
laysia , Thailand , Singapore, the Philip
pines , Indonesia and Brunei , do fit 
logically together even though the group
ing may not be quite as geographically 
tidy as Europe's. The problem is that they 
fit too logically together. 

They are tropical or equatorial coun
tries , with lots of heat and rain . Each has 
an abundance of warm-weather products 
that none is able to sell to the other. 
Indonesia is now self-sufficient in rice, so 
does not need to import rice from Thai
land, which has a surplus . Malaysia, Thai
land and Indonesia all grow rubber. Indo
nesia 's low labour costs enable it to sell its 
rubber cheaper than Malaysia does. All 
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three have oil , as do the Philippines and 
Brunei. At the meeting of the associa
tion 's foreign ministers in Manila last 
June a number of ideas were put forward 
to boost trade between the partners : that 
there should be a "barter accord", and 
that cartels should be formed in commod
ities in which the association 's countries 
were dominant. But nothing so far has 
come of it. Preferential trade among 
members , the key to Europe's cohesion , 
has been ignored . Some ASEAN-made 
products are supposed to qualify for low 
tariffs when one country in the associa
tion is importing them from another. You 
can import a snow plough into Malaysia 
almost duty free. But there are many 
exceptions to the low-tariff list, making it 
practically meaningless . 

Vacant paradise 
The ASEAN countries do combine togeth
er for tourism, although not , it seems, as 
a result of ASEAN's initiative. It is just that 
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tourist firms have seen that a package 
made up of, say, Singapore, Penang and 
Bangkok , looks good when written up in 
a brochure. But this is petty cash . Malay
sia needs more long-stay visitors. Various 
reasons are given why it is not getting 
them. One is that tourists are put off from 
visiting what they believe is near a "war 
zone", meaning Kampuchea. Although 
Kampuchea is the other side of Thailand, 
most tourists have only a vague idea of 
geography. Europe suffered last year be
cause American tourists, believing that 
every country was threatened by terror
ists , steered clear of it . It has also been 
suggested that the growth of Islamic ex
tremism has put off some tourists , who 
enjoy unlslamic things like drinking alco
hol and leering at girls in bikinis . 

Whatever the reason, average hotel 
occupancy rates have slipped from a high 
of 85% to around 50% last year. Malaysia 
now almost certainly has too many hotel 
rooms: 32,000, double the number it had 
three years ago, when there was still some 
optimism left in the industry. It is hard to 
imagine now the happy days of the 1970s, 
when tourists were actually turned away 
from full hotels. 

Malaysia must take some of the blame. 
The island of Penang, as well as having 
free-trade zones, is Malaysia's foremost 
holiday resort, and at one time was that 
for the whole of South-East Asia . The 
long strip of beach where the big hotels 
are has some of the tattiness of the Costa 
de Sol, which is not necessarily a disad
vantage for many tourists, but the sea is 
polluted, which must be a put-off. Incred
ibly, sewage from a pig farm is allowed 
into the sea. 

Understandably , nobody is building 
hotels in Malaysia at the moment, except 

Escapism 
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in distant and still prosperous Sarawak 
which believes it needs to catch up with 
the rest of the federation and have empty 
hotel rooms too. Last year work on a 
tourist complex of five hotels (2,500 
rooms) in Langkawi Island, north of 
Penang, was abruptly, and understand
ably, stopped. 

Nevertheless, Malaysia is a splendid 
country to explore. The advertisements 
do not exaggerate when they promise 
mystery and adventure. The mainland 
has a huge and superb national park, 
Taman Negara, created in 1939 out of 
virgin territory and sprawling across bits 
of three states. It attracts about 10,000 
visitors a year who, in return for a bit of 
walking, see an extraordinary range of 
tropical beasts and vegetation. In the 
densest and least -accessible bits there are 
tigers, like Malaysia itself struggling for 
survival. The government started to build 
a road through the forest, with the good 
intention of making it more accessible to 
more people, but with the probable result 

that much of its richness will be de
stroyed. Malaysia needs to hold on to its 
tigers. The creatures that tend to prolifer
ate in the tropics are rats and 
cockroaches. 

Malaysia's Friends of the Earth (yes , 
the environmentalists are there, too) 
want the road to be stopped, and it has 
been, at least temporarily. Anyone who 
has seen how some of the safari parks of 
Afric;:i h;:ive heen exploitecl ,ilmost to 
extinction will acknowledge that the 
Friends are probably right. But probably 
what Malaysia mostly needs to help its 
tourist industry is, to use a hackneyed 
word, an image. Hongkong is associated 
with cheap shopping, Bangkok with sex. 
Singapore calls itself the gateway to the 
East . None of these descriptions is entire
ly accurate; each belies other attractions 
in the place. But each of them is better 
than what some people think of when 
they come across the name Malaysia: 
racial strife and the scaffold for drug 
traffickers . 

Wobbling in Sabah 
. . . and in Sarawak too 

The state of Sa bah is the wobbly bit of the 
federation. Great stretches of the South 
China Sea separate the Malaysian main
land from Sabah. By jet from Kuala 
Lumpur to the Sabah capital, Kota Kina
bulu, takes 2½ hours. Arriving there is like 
entering another country. Your passport 
is examined and stamped. A mainland 
Malaysian has no automatic right of entry 
to Sabah: in this respect Malaysia is one 
of the few countries outside Russia to 
operate an internal passport system. 

Sabah, with its timber, oil and natural 
gas, is perhaps potentially the richest 
state in the federation and for this reason 
alone is of prime importance in a time of 
recession. In 1985, the state's Malay-run 
government was turfed out, seemingly as 
an anti-Kuala Lumpur protest, and has 
since been run by by a multi-racial gov
ernment (Christian , Malay, tribespeople) 
under a Roman Catholic chief minister, 
Mr Joseph Pairin Kitingan. The central 
government does not like a Malaysian 
state to be run by a non-Malay party. 
Only .one other state, Penang, has a non
Malay chief minister, a Chinese, but in 
Penang a majority of the people are 
Chinese. Kuala Lumpur has had to accept 

· the Sabah "coup" with as good grace as it 
can muster and has taken Mr Pairin's 
United Sabah party into the federal gov
ernment coalition. 

The central government's worries do 
not end there, as the neighbouring Philip
pines formally claims Sabah for itself for 
historical reasons. Huge numbers of Fili-

pinos, perhaps as many as 250,000, have 
settled in Sabah, usually illegally-and 
the total population of the state is only a 
little over Im. The Philippine government 
believes (and Malaysia denies) that Sabah 
is a sanctuary and supply base for the 
Muslim separatist guerrillas in the south
ern Philippines. If Sabah were restored to 
the Philippines, it argues , the rebellion 
would soon be quashed. 

Another worry for the federation is 
that Sabah and its neighbour Sarawak 

Pairin: thorn in the flesh 

have long been coveted by Indonesia, 
which has the rest of Borneo ( called 
Kalimantan). For several years in the 
1960s Indonesia waged undeclared war 
on Malaysia a9.d Britain in the hope of 
grabbing the two states. 

It is difficult to see how Sabah could be 
removed from the federation, either by 
force or because it wanted to· leave (and 
Mr Pairin's government has given no sign 
that it does) or by a bit of both. The 
central government keeps a neck-lock on 
all the states, allowing them freedom of 
action only on land and religion. A war 
between Malaysia and the Philippines 
seems unthinkable. But the people of 
Sabah have no love for Kuala Lumpur. 
Despite Sabah's riches they are poor. 
Kota Kinabulu is shabbier than a state 
capital should be. The Sabah people look 
with envy at the prosperity of neighbour
ing Brunei (which, they say, had the good 
sense to reject an invitation to join Ma
laysia) and of Stngapore (which had the 
good fortune to be expelled). Sabah is a 
frontier state and has something of the 
wildness of a frontier. Its politics, excep
tionally for Malaysia, are raw, with in
timidation and blackmail commonplace. 
It will continue to worry the central 
government. 

White rajah's legacy 
Sarawak is at the moment less of a worry. 
Its oil, natural gas, timber and agricultur
al products (pepper, cocoa) contribute 
huge revenues to the federation, although 
it is the least advanced of Malaysia's 
states. Adventurers can, and do, disap
pear into the jungle for a couple of 
months after a night at the Holiday Inn in 
Kuching , and then write derring-do 
books about their lives with the Dayaks, 
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B A N K B u M p u T R A M A L A Y S A 

WEKNOW 
MALAYS A BEST 

Malaysia is an investment landmark in 
the Asia-Pacific rim. Increasing techno
logical involvements are rapidly opening 
up new avenues of growth. Bank 
Bumiputra, Malaysia's established 
financial partner, continues to play a 
leading role in large scale funding and 
lead-managing of financial packages. 

Bank Bumiputra has the keen insight 
and knowledge of the marketplace. The 
policy trends, development emphasis, 
national prerogatives - that continue to 
define Malaysia's prosperity. Our 
forward-looking professional approach is 
backed by our vast resources and an 
asset base spanning a large network of 
branches - domestic and international. 
Our extensive market presence gives us 
the special perspective that can help turn 
in profitable returns -whether you're a 
seasoned investor or tapping global 
capital for the first time. We can help your 
investment portfolios gain extra ground in 
achieving their targets - after all, we 
know Malaysia best. 

A NEW COMMITMENT 

e 
==;!4.w;l.1~1! ~ 

BAIIK IIUJIIPUTIUl MALAYSIA IIEBJlllD 
Menara Bumiputra, Jala'1 Melaka, P .O. Box 10407, 

50913 Kuala Lump.x, Malaysia. Tele 03-2981011, 2988011 
(60 1""5). Telexc PIJTRA MA 30445. 

Bonk Bumiputro Malaysia Berhod • Bumiputro Merchant Bonkers Berhod • Kewongon Bumiputro Berhod • Bumiputro Lloyds leasing Berhod • Bumiputro Heller Factoring Berhod 

MALAYSIA SETS THE STANDARD 
FOR NATURAL RUBBER 

Sustained effort and .investment by 
the Malaysian Rubber Research and 
Development Board has trans
formed natural rubber: the yield has 
been increased, processing has 
been modernised, for over twenty 
years SMR (Standard Malaysian 
Rubber) has provided natural rubber 
in the precise, technically-specified 
grades modern manufacture 
requires. Exciting new thermoplastic 
and oil-resistant natural rubbers are 
now coming into practical use. 

The world's most advanced 
industries depend on Malaysian 
rubber for a multitude of applications 
from tyres to swim caps, from anti
vibration mounting and earthquake 
protection to household and 
surgeons' gloves. Our worldwide 
Technical Advisory Service stands 
ready to play a key part in solving 
new problems. 
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There is also dynamic growth in 
the manufacture of rubber-based 
products on the spot in Malaysia. 
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Already many factories are in 
profitable production, supported by 
our technical know-how. The 
Malaysian Government is committed 
to major financial incentives for 
industrialists from abroad. 

Prosper with Malaysian natural 
rubber - in your own factories, or in a 
joint venture in Malaysia. We are keen 
to hear from you. 

MALAYSIAN RUBBER RESEARCH 
AND DEVELOPMENT BOARD 
Wisma Getah Asll 
PO Box10508 
50716 
Kuala Lumpur, 
Malaysia. 

~SIAN Rl!~~ 

ti ~ ~,~ 
C11 C 

Telex: ,., i 
MA 30953 MRRDB I_ !,.. 

Head Office: '".;:,~ ..... ~ 
Kuala Lumpur, Malaysia ~ /)£V[\.\lf'. 
Regional Offices: 
America, Australia, Britain, India, Japan, 
S. Korea. 
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All round the world, changes in the political and economic climat~ will 
affect your business. The impact of every new development - oil prices in 
Saudi Arabia, inflation rates in South America, sanctions in South Africa
can be dramatic! 

Businessmen need reliable and regular intelligence briefings on the 
business prospects for every major sector in every economy. 

That's why The Economist Intelligence Unit publishes 92 Country 
Reports every quarter (formerly Quarterly Economic Reviews) to help you 
stay in touch with what's happening in all your main international markets. 
They give you facts and analysis -designed specifically to meet your 
business needs . 

They save you time and money on research by giving you accurate and 
easily accessible business intelligence. 

Reviewing important political and economic developments, the 
Country Reports examine their causes and the implications for the future . 

By evaluating growth prospects, investment and consumer spending trends 
and by assessing opportunities and business problems, the Country Reports 
alert you to changes in the business environment and indicate others on the 
horizon while the annual Country Profiles provide essential background 
information. 

There is no comparable service anywhere in the world supplying such 
accurate and reliable business forecasting on so many countries. 
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they of the longhouses. 
It is easy to take a paternalistic view of 

the Dayaks , a name that covers a range of 
indigenous peoples . That was the attitude 
of Britain 's Charles Brooke, the " white 
rajah" who ran Sarawak as a private 
state, and it permeates the present Malay
run administration. But the Malays are a 
minority in the state . The Dayaks tend to 
be Christian or animist rather than Mus
lim. When enough of them become edu
cated enough to care, they will, as in 
Sabah , want more say over their destiny . 

Sarawak was to have bet:n the unfortu
nate site for a civil-engineering monstros
ity, the Bakun dam. An area the size of 
Singapore would have been flooded, dis
placing some 5,000 Dayaks. A huge lake 
would have been created, which would 
probably have become·a source of water
borne diseases. Environmentally, dams 
and their lakes are considered a bad thing 
at the moment, as a result of some 
disastrous projects in Africa. 

Even if the environmental problems 
had been solved, and the Dayaks reset
tled happily, there were a lot of question 
marks over the dam itself. It Would have 
been extremely difficult to build because 
Bakun is in an inaccessible area, which 
can be visited at the moment only by 
helicopter or boat. It would have involved 
questionable technology. An undersea 
cable to take three-quarters of the power 
to mainland Malaysia would have been 
400 miles long, by far the longest in the 
world (the present longest, 80 miles, 
carries power betwen Denmark and Nor
way) . The cables have not yet been devel
oped. But the chief objection was the 
cost, perhaps as much as $6 billion. Bor
rowing all this money and meeting the 
service charges looked tempting in the 
optimistic growth days of 1981, when 
Bakun was first mooted. Like the Komtar 
tower in Penang, it was a rich man's 
extravagance. It does not look so appeal
ing now. 

A final decision to scrap the dam has 
not yet been taken. The anxious Dayaks 
recently sent an anti-dam petition to the 
government, with 2,000 signatures and 
thumbprints . But it looks as though the 
dam will be shelved. Malaysia is thinking 
small these days . It has an abundance of 
natural gas to be turned into electricty in 
conventional power plants. Better to 
build those than end up with a white 
elephant in the jungle. The project 's 
probable demise is one of the few good 
things that have come out of the slump. 

Hanky-panky 
One subject that dubiously unites all 
Malaysians is an obsession with corrup
tion. The common euphemism for it is 
"hanky-panky", an archaic term that in 
the West in less explicit days was used to 
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refer to sexual lapses . Perhaps there is a 
connection: Malaysian newspapers are 
prim in matters of the flesh, but provide a 
voyeuristic coverage of court cases in
volving crooked businessmen. Is there 
more corruption in Malaysia than else
where in the East? It is easy to point the 
finger, hard to establish the facts. What 
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can be said about Malaysia is that there 
seems to be a reluctance to stigmatise 
those caught at hanky-panky. Rather 
there is envy of those able to profit from 
it. "Why do you want to go into politics?" 
this correspondent asked a student. "To 
get rich," he said, seemingly unaware that 
he had defamed a whole profession. 

So what is to be done? 
Conventionally, there are three ways in which a country without the natural 
resources that the world needs can make a living 

Malaysia has tried one of these ways- anywhere, not just from Japan. It is at last 
labour-intensive manufacturing for ex- reducing the number of people on the 
port; is trying another , the manufacture state payroll. The state in all its forms 
of import substitutes ; and has rejected the employs 1.2m people, a quarter of the 
third, hi-tech, as being too expensive. workforce and the highest proportion in 
Some influential Malaysians believe the South-East Asia . The government is go
sensible course now may be simply to ing to be hard pressed in the future to pay 
make the best use of what the country its 860,000 civil servants . It hopes to 
has, even if this means following the line unload some of its huge responsibilities 
of the Islamic fundamentalists. Malaysia -1 by privatising a number of state indus
does not feed itself, importing $1.2 billion tries , wholly or partly . Civil aviation, port 
worth of food a year. But it could if it services, telephones and toll roads are top 
tried. This will not enable it to soar of the list. It would gladly hand over the 
ahead, to become one of the new beacons railways for a nominal dollar if a mad 
of the developing world, but at least its benefactor could be found. The medicine 
people will not starve. may work , although the plan has a cross-

But the government believes it can do your-fingers-and-hope-for-the-best quali
better than that. Its policy for the imme- ty about it. Bankers are worried that 
diate future seems to be this . Buckle Malaysia is borrowing too much and that 
down for the next few years, borrowing the bill for servicing the debt will be more 
enough money to keep the wolf from the than it can reasonably bear. The debt
door: public-works schemes should help service ratio is expected to be 19.5% this 
to keep unemployment manageable and year, up from 7.3% in 1981. 
this in turn will keep down social unrest. Malaysia is beginning to feel lonely and 
Meanwhile, it is hoped, commodity prices unwanted and a bit sorry for itself. Singa
will creep up a bit-oil especially, but pore preens itself on being the great pivot 
there are hopes that technical develop- of South-East Asia (and has reinforced its 
ments in natural rubber will make it more advantage by upgrading its airport into 
competitive with the synthetic stuff. one of the world's best) and gives the 
Some optimists even believe that Malay- impression that Malaysia is just a turning 
sian tin will do well again once the low- up the road. Malaysia is not considered of 
cost Brazilian mines pass their peak. much strategic importance, unlike Thai-

Malaysia is making a big effort to land , which has the Vietnamese over the 
attract more foreign investment- from border in Kampuchea. That succour of 
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developing countries , an aid-attracting 
communist threat , does not exist: the 
communists were clobbered by the Brit
ish long ago . 

Malaysia is small, with a population of 
only 15m. The government sees the popu
lation rising , in an alarming projection, to 
perhaps 70m in the year 2100, to provide 
at least a reasonable domestic market for 
its goods . The government is not encour
aging large families , but neither is it 
discouraging them. Indonesia is giving 
away condoms by the lorryload to its 
fertile people , but birth control seems as 
little publicised in Malaysia as it was in 
Victorian England . The idea of a natural
ly expanding market sounds plausible , 
but who wants to be a big poor nation 
instead of a small poor one? 

The crows of Klang 
Experiments , especially social experi
ments, rarely turn out the way their 
originators forecast. Remember the 
crows of Klang. Back at the turn of the 
century, the administration of Klang , 
now Malaysia's main port , imported 
crows from Ceylon to clean up the edible 
refuse that littered the town . The crows 
grew in number and seemingly in size too. 
They became increasingly bolder, not 
content only with the garbage thrown 
away, but prepared to harass anybody 
carrying food. They have soiled the town 
with their droppings and disposed of most 
of the smaller birds that were there·before 
they came. Simply to keep the numbers 
down , huge flocks have to be shot from 
time to time. All in all , the crows have 
cost the town more in money and worry 
than employing a team of dustmen to do 
the job from the start. 

Keeping away the birds of prey , both at 
home and abroad , is going to test the will 
and the skill of Dr Mahathir. He is not a 
world figure like his neighbour in Singa
pore , Mr Lee Kuan Yew. But he domi
nates his country as firmly as Mr Lee does 
his . To some Malaysians he is " that 

Indian", a not-very-precise reference to 
an ancestor in the subcontinent. A senior 
member of Dr Mahathir's own party 
could not bring himself even to utter the 
prime minister's name, simply calling him 
" the man" as he listed to this correspon
dent the defects he saw in him. But Dr 
Mahathir is admired for his strength of 
purpose , the originality of his ideas and 
his sinewy use of language, both by the 
Malays who have felt the whip of his 
tongue and by the Chinese who havt: bt:t:11 
the victims of his bumiputra policy . He is 
given the credit for making Kuala Lum
pur a well-kept city and for insisting that 
the previously indolent civil service be 
both civil and serve the public. 

Some members of his party believe he 
will be challenged for the leadership (and 
thus the prime ministership) at the party 
elections this year. But should this hap
pen- and it would be most unusual in 
Malaysian politics-he should easily beat 
off the challenge. 

He takes all the big policy decisions and 
many of the small ones, and does a lot of 
his own research, although not always . 
with happy results : he supported a secret 
deal aimed at keeping up the price of tin , 
which not only failed to do that but cost 
Malaysia M$209m ($Sim) , according to 
the government's own estimate. There is 
a touch of the feudal lord about him . One 
of his grievances about Britain is that , at 
independence, it imposed a system of 
government on Malaysia that did not take 
account of the country's feudal traditions. --.. 

He probably gained some waspish satis
faction from his instruction (now 
scrapped) to Malaysians to " buy British 
last" , as part of his look-east policy. 

He does not take kindly to criticism , a 
failing he shares with Mr Lee Kuan Yew. 
He does not get much criticism from 
Malaysian newspapers , which are well 
produced and newsy but whose staff do 
not want to commit suicide by endanger
ing their papers' licence to publish. He 
appt:ars tu have ignored their justified 
grumbles over a new law, passed by 
parliament in December, under which 
journalists will be jailed for publishing 
any material that a federal minister says is 
secret. He gets no criticism at all from 
television , whose coverage of govern
ment affairs is sycophantically boring. 
Foreign publications that displease the 
government are first given a warning; 
then , if they persist in applying western 
standards of impertinence, are not dis
tributed , and may finally be banned and 
accused of " Zionism" . 

But abusing your critics does not ma.ke 
them change their mind. Rather they will 
tend to look at Malaysia with the kind of 
.unhealthy fascination that a patient at
tracts when it is in need of intensive care. 
Malaysia is not in that grim condition , 
and need never be. But its condition is 
such that its best friends are those who 
are candid with it . The doctor is going to 
need all his considerable skills in nursing 
his ailing and divided country through the 
difficult years ahead. 
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You need to carry 
a fair amount of weight 
to make an impression 

in Asian markets. 
Sheer bulk is not everything but then 

again there are times when it helps. Who ever 
heard of a 128Ib Sumo wrestler or front 
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People in the Asean region tend to think of 

Sime Darby as "the" multinational - which is 
flattering . We never contradict them or allow 

ourselves to think otherwise but we also know 
that in the fast-changing world of international 

business there is no substitute for know-how 
and talent. 

At Sime Darby we believe that in the Asean 
region and Hong Kong we have what it takes. 

So if you are looking for a partner and a 
friend, come to Sime Darby-someone with a 

presence who knows his way around 
the region . II 
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SAIPEM. MEETING THE DEMANDS OF 
A CHANGING WORLD. 

A changing world makes new demands 
on any company providing complex contracting 
services. With our people, skills and equipment 
Saipem continually meet that demand. 

You'll find us drilling, laying pipelines, 
building power stations, aqueducts and industrial 
plants, installing sealines, offshore platforms, marine 
terminals. We're spanning deserts, crossing 
mountains, descending to the ocean's depth. 

Using our skill and expertise we're ready 
to solve the new problems of a changing world. 

Saipem contracts worldwide 
In the South of Italy Saipem drilled a well more than 23,000 
feet deep. This contract, like many other Saipem contracts 
the world over, witnesses Saipem's high technical skills. 
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Living on the edge 
A psychoanalyst would tell Pakistan that it had an underdevel
oped personality. Materially, it has grown much faster than India 
since the two went their separate ways in 1947; but its political 
and civil life has been stunted by a series of authoritarian 
governments, and the social glue that keeps a fast-moving 
country together is weak. Our South Asia correspondent, Emma 
Duncan, looks at a country stuck in a crisis-ridden adolescence 

Pakistan has the dynamism and insecurity 
of an Israel. It is a country of migrants 
with a common religion, divided by their 
origins, languages, sects and regions. It 
has built much of its industry, roads, 
power stations and dams in 40 years. On 
two of its borders it has large, unfriendly 
powers-India and the Soviet Union
and troubled Iran on its third. · 

In what is now Pakistan, successive 
waves of Muslim invasion in past centu
ries created a new population mix. In the 
nineteenth and early twentieth centuries, 
the British shifted peasants from the east 
to farm western Punjab. With partition in 
1947 came 8m Muslims from India, many 
of whom were already speakers of what is 
now Pakistan's national language, 
Urdu-which was originally the language 
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of the Moghul armies. 
The movement of people continues. 

Punjabis, Pathans and Baluchis are mov
ing to Sind and Karachi as labourers or 
businessmen. The intelligentsia goes to 
Geneva and Washington; the business
men to anywhere in America or Europe 
where there is business to be done. And, 
in the past ten years, millions have gone 
to the Gulf oil states to make their 
fortunes. 

The Pakistanis' easy mobility has made 
their country. At the time of partition, 
when India had a solid industrial base, 
Pakistan had nothing. The refugees (mo
hajirs, as they are still called) arrived with 
their bundles in Karachi and built fac
tories making textiles, leather goods, ce
ment, fertilisers, steel, chemicals. In the 

past ten years, the money sent home by 
Pakistanis abroad has helped finance the 
country's development and the prosperity 
now visible in even the poorest areas. 

Pakistan's GDP per person is now $390, 
compared with India's $260. It has better 
road, transport and telephone systems 
than India. It has 450,000 cars, compared 
with 1.5m in India, which has eight times 
as many people in it . Colour television is 
common in areas called slums. The peo
ple are bigger and healthier-looking. You 
do not find the hopeless poverty of lethar
gic, underfed people that is still common 
in India's backward areas. 

But colour television sets do not en
hance a nation's self-esteem, particularly 
when they are imported. Pakistanis de
value their achievements and speak of 
India's economy-its self-reliance, its 
heavy industry-as somehow more adult 
than theirs. The Indians have a corre
sponding sense of superiority. They dis
miss as mere prejudice any assertion that 
the Pakistanis are richer than they are, 
and view their neighbours more with pity 
than with hostility. 

Politically, India has made it. Its de
mocracy may be flawed , but the system 
has solid roots. Pakistan is a political 
failure: it has spent 27 of its 39 years 
under martial law or emergency rule. 

To apply the standards of western de
mocracies to a third-world Muslim coun
try is to invite complaints. Yet in Paki
stan's case it is justified. Although the 
country was created because of Islam, it 
was intended to be a more or less secular 
democracy. Its founder, Mohammed Ali 
Jinnah, said in 1946 that Pakistan "would 
be a modern democratic state with sover
eignty resting in the people and the mem
bers of the new nation having equal rights 
of citizenship regardless of their religion, 
caste or creed". 

Educated Pakistanis, victims of a wes
ternised education based on Locke and 
Bagehot, spend long evenings staring into 
glasses of forbidden alcohol and wonder
ing why their country has failed to live up 
to those aspirations. Many answers sug
gest themselves: that Jinnah died too 
soon to get the country established the 
way he wanted it; that Pakistan suffered 
from the absence of a middle class which 
in India built the foundations of demo
cratic politics; that the army is too big for 
the country. 



4 SURVEY PAKISTAN 

Pakistanis want democracy not out of a 
vague desire for political freedom , but 
because the alternative scares them. They 
remember the disastrous experience of 
East Pakistan, where the army held on by 
force until the place split away to become 
Bangladesh. Talk of "disintegration" 
drifts easily into visions of Pakistan as a 
future Lebanon. The country's patheti
cally low investment rate is an expression 

Two strong men 

of the businessmen's lack of faith in the 
future . Many people keep money abroad, 
just in case. 

Each coup, each period of martial law, 
compounds the failure, and makes it 
more difficult for Pakistan to become the 
country it was meant to be. Democracy is 
a habit, and so is dictatorship-one which 
Pakistan's two most recent rulers have 
helped cultivate . 

One is dead and one alive; but the fight between them goes on 

tion his Pakistan People's party (PPP) 
swept to victory. The businessmen hated 
him: he was the workers' man. He nation
alised heavy industry , light industry , the 
banks and the life insurance companies. 
The foreigners stopped giving aid , the 
economy slumped. He offended the reli
gious lobby: he drank, womanised and 
was proud of it. 

Once in power, he attacked anything 
that looked like a threat. He sent the 
army into Baluchistan to crush a national-

ist movement. He sacked civil servants, 
university teachers and army generals and 
put his own men in . He jailed trade 
unionists, opposition politicians, left
wingers from his own party and religious 
lobbyists . He allowed the security forces 
to behave with a random brutality they 
had not shown before. 

When he was overthrown by a coalition 
of the hostile and the disillusioned, he left 
behind him a sense of betrayal that partly 
explains the political lethargy of the liber
als. "In 1970, we had a chance," says a 
disaffected professional man. "That is 
what I can never forgive him for. " 

After this, President Zia was, in many 
ways, a relief. He is a pious, unassuming 
man, where Bhutto was licentious and 
arrogant. He is a conciliator rather than a 
combatant , and he does not harm those 
who do not threaten him. 

His pro-private-sector economics reas
sured the businessmen and the aid do
nors. He sacked no bureaucrats (Bhutto 
had got rid of 1,800 top civil servants 
within six months) . The army, which has 
had the perks of power as well as first call 
on government spending, has little to 
complain of. 

Even the style of President Zia's re
pression is less offensive. Under Bhutto, 
individuals were randomly victimised and 
humiliated. When their quarry escaped, 
the police would arrest the man's parents. 
President Zia has been more predictable. 
Only those who actively oppose the gov
ernment ·are prosecuted and jailed. There 
are still plenty of political prisoners; but 
since President Zia let civilians into the 
government in 1985 and lifted martial law 
in 1986, Pakistan has been freer than it 
ever was under Bhutto. 

The two men appear to be at opposite 
poles ; yet their strategies for retaining 
power have not been radically different . 
Both have used force ; both have insisted 
on strong centralised government and 
sought to weaken any elements that might 
aspire to regional or professional autono
my. But President Zia has two powerful 
camps of supporters that Bhutto had 
alienated: money and mullahs. 

"The man rules this country from his 
grave", · complained a Pakistani . Zulfikar 
Ali Bhutto, executed in 1979 on a ques
tionable murder charge after six years as 
the country's elected prime minister, is 
still the most important political figure in 
the country. Bhutto's failures are Presi
dent Zia ul Haq's strengths ; but his hold 
over the national imagination is the presi
dent's weakness . Bhutto survives not only 
in the minds of those who were adult 
when he was in power. For many young 
Pakistanis he is the people's martyr, and 
his daughter Benazir holds up a torch to 
his memory. 

The illegitimate child of a family of 
Sindhi feudal landowners, Bhutto rose on 
a wave of protests in the late 1960s against 
the martial-law regime of Ayub Khan and 
the concentration of wealth in a few 
hands. Bhutto took Pakistan by storm. 
He told the poor that they had rights and 
should demand them. He gave the down
trodden a self-respect which they have 
not lost: since Bhutto, nobody dares treat 
servants badly. He annoyed the Ameri
cans, berated the Indians and the Paki
stanis loved him for it . In the 1970 elec-

For the moment, prosperity 
The economy is buoyant but nervous 

The businessmen's hatred of Bhutto 
made them President Zia's natural allies . 
They financed the movement which led to 
the coup against Bhutto in 1977. They 
have not regretted their investment. 

The economy has been growing at an 
average of 7% a year while President Zia 
has been in power , compared with 4% in 
the Bhutto years . With a population 
growth rate of 2.9% a year, the net 

growth rate is four times as high as under 
the previous government. 

A series of good harvests was broken 
only by a disastrous cotton crop in 1984; 
but production in 1985 reached record 
levels . Pakistanis have been slower than 
Indians to make use of green-revolution 
techniques-foreign advisers blame illit
eracy and lack of research and training
but they are learning. Fertiliser consump-
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DESCON-THE NAME FOR ENGINEERING 
EXCELLENCE IN PAKISTAN 

DESCON OFFERS 
ENGINEERING, FABRICATION, 
CONSTRUCTION & PLANT 
MAINTENANCE SERVICES. 
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Engineering, Fabrication, 
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Water Management. 
Agrobased Industries. 
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Management. 
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facilities: 
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Computer aided services. 
Engineering Works with modern 
Fabrication & Machining 
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Fleet of Mobile Cranes, including 
Cranes with capacities 300 & 112 
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Well experienced team of 200 
Engineers and Professionals 
assisted by a large Work force. 
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LAHORE OFFICE: P. 0 . Box 1201, Akhavan House,38- Sir SMS. Agha Khan ill Road (Davis Road) Lahore. 
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tion has doubled since 1977, and six times 
as much agricultural credit is being used. 
Yields per acre of wheat and rice have 
increased a little but cotton yields have 
doubled . In all, agriculture has been 
growing at around 4 % a year. 

The unusual prosperity has come from 
the flows of foreign money. Remittances 
started arriving in a big way when Presi
dent Zia came to power; they reached 
their peak of $2.9 billion in 1983, and 
have since fallen slightly. The aid money, 
which was cut during Bhutto's period
the donors did not like his policies
boomed again, particularly after the inva
sion of Afghanistan. The biggest chunk 
came from the Americans, who provided 
a $3.2 billion package for 1981-86, and 
are now debating whether to hand over 
another $4.2 billion . And, in the past 
seven years, incalculable millions have 
flowed into Pakistan from the profits of 
the heroin trade. 

As a result, trade and manufacturing Enough said 
have blossomed. Since Bhutto's nation-
alisations, however, businessmen have 
been reluctant to invest their own money. 
So, in order to boost Pakistan's low 
investment rate , government financial in
stitutions officially provide 70% of the 
money for developing industry. By cook
ing their books, entrepreneurs need put 
up no more than 10% themselves. Most 
of the investment goes either into areas 
where the public sector is already operat
ing-on the assumption that those indus
tries will always be protected-or where 
the government is the main consumer. 

The aid donors insisted that trade 
should be liberalised. So in 1983 the 
government by lifting quotas allowed the 
import of almost anything. Heavy protec
tive duties and a falling exchange rate 
keep the prices of some goods up, al
though the smuggling boom means that 
many goods are cheaply available. 

Karachi's business community finds lit-

Keeping pace 
GDP% change on previous year 

.. 
Developing 
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tie to complain of. Some of the "22 
families" who used to run Pakistan in the 
days before Bhutto's nationalisation pro
gramme are fading out; others, like the 
Habibs, have held on . But new million
aires are made almost every week, and 
men who were unknown 15 years ago now 
own commercial empires. 

The government has ensured that la
bour gives the businessmen no trouble . 
The trade unions were already in a sorry 
state after Bhutto's attack on them; and 
the two remaining big ones, in Pakistan 
International Airlines and the railways, 
have been banned. Contract labour
employing workers for only three months 
at a time, so that they have no job security 
or entitlement to insurance or medical 
benefits-is on the increase. 

But demand for labour has pushed 
wages up . A servant is paid twice as much 
as in India: there is a boom in cheap Sri 
Lankan maids . One industrialist has tak
en to importing managers from Britain . 
British workers are quite disciplined , he 
says, outside their homeland. 

In the past two years, however, the 
return of workers from the Gulf has 
pushed unemployment up . Though the 
slump has not yet hit Pakistan as badly as 
was feared, there is a tendency in the Gulf 
to take cheaper Indians arid Bangladeshis 
instead of Pakistanis, and there is a net 
migration back to Pakistan. Even if the 
Gulf market for labour does not sink 
further, the boost it has been giving to 
Pakistan's economy will lessen over the 
years as Pakistan's population grows. 

Domestic demand for unskilled labour 
is also falling. The textile industry, its 
biggest market, is reviving its fortunes by 
investing in smart new machinery which 
produces better yam and employs fewer 
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people . There is still buoyant demand for 
skilled labour, but businessmen complain 
that they cannot get enough educated 
people. 

The government's indebtedness is be
ginning to cause problems. "In India", 
says a businessman, "the government is 
rich and the people are poor. Here, the 
people are rich and the government is 
poor." But the poverty of the govern
ment, which, despite the blandishments 
of the aid agencies, seems unable to cut 
its spending or increase its revenues, is 
already hitting the people. 

In its search for credit, the government 
is crowding the private sector out of the 
capital market. Development projects for 
which foreign finance has been provided 
get shelved because the government can
not find the rupees to match. This is 
hurting the companies which produce 
development hardware. Some business-

~·~ 
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men privately wish that defence expendi
ture would be reduced from its present 
(official and understated) 40% of central 
government spending; but that is not a 
subject people talk about too loudly. 

The immediate worry on businessmen's 
minds, however, is political. Given their 
experience in the 1970s, they are a jumpy 
lot, most of whom have a financial "para
chute" stashed away abroad. Seven years 
of martial law calmed their fears; but 
since the establishment of a civilian gov
ernment, they have become uneasy about 
the future . "Nobody knows who is run
ning this country", one of them com
plains. The recent violence in Karachi 
and Sind has compounded their nervous
ness. Investment is lower than ever . 

The fear at the back of their minds is 
that Miss Benazir Bhutto might come to 
power. They suspect her of socialism. 
According to one of Karachi 's biggest 
businessmen: "She will take everything 
away, like her father did. She would sell 
the country if she could." 

Miss Bhutto is at pains to reassure the 
businessmen of her good intentions, but 

Steady going 
GDP growth 
% inc rease on a year ago 
Years ending June 30th 

1980 81 82 83 84 85 86• 87' 
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that does not wash with them. They 
remember New Year's Eve in 1973, when 
her father made a speech full of warmth 
towards the private sector, which was 
interpreted as an assurance that there 
would be no more nationalisation . At one 
minute past midnight, the banks were 
nationalised. He said it would help the 
businessmen get rid of their hangovers. 

Governing with God ... 
.. . does not make for earthly peace 

"In the time of Mr Bhutto", said a 
Karachi taxi-driver , " there were many 
things going on openly which were against 
my religion-whisky , drugs, prostitutes. I 
like these things, but I do not like them 
openly. President Zia is same as me." 

President Zia's attempt to Islamise the 
country has given him a reason for retain
ing office. He assumed power in an un
godly country , and committed himself to 
turning it into a state whose laws, politics 

and morality would conform to Islam. 
That sort of thing takes time. 

The policy is not generally liked : Asked 
to vote on it in a referendum in 1984, only 
5-10% bothered to go to the polls . A 
common response is: "Who is Zia to 
Islamise me? I was Islamised centuries 
ago." 

As a legal and political system Islam is 
divisive , not unifying. Apart from the 3% 
of the · country which is Hindu, Sikh , 
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Christian or Ahmadi (a sect which claims 
to be Muslim but which has been declared 
non-Muslim because it believes that the 
Prophet was reincarnated in the nine
teenth century) there is a menagerie of 
different schools of Islam with different 
legal systems and beliefs. 

President Zia's Islam is close to the 
Saudi Arabian brand-Wahabism, the 
most puritanical form of the religion. The 
two main schools in Pakistan are Barelvi, 
which believes in the intercession of 
saints, and Deobandi, a more purist form 
that nevertheless is at odds with Wahab
ism. The religious parties of those two 
schools-respectively the Jamaat-e-Ule
ma-i-Pakistan, and the Jamaat-e-Ulema
i-Islam-therefore oppose the present 
policy of Islamisation. The Shias, who 
make up 15-20% of the population, hate 
it. 

Only the Jamaat-i-Islami, supporters 
and beneficiaries of the president's poli
cy, are happy. They are rich on Saudi 
money, well organised and well armed. 
As Islamisation makes inroads into the 
judiciary, the universities and the media, 
their rower increases. 

The laws of God 
Pakistan's two most recent governments 
have played havoc with its legal system. 
Bhutto started the practice of sacking 
judges and replacing them with his men. 
President Zia has continued it. During 
the period of martial law, judges who 
would not take an oath based on the 
president's Provisional Constitutional Or
der were sacked. The martial-law courts' 
judgments could not be challenged in the 
civilian courts . 

Pakistan's law is still basically British; 
but Islamisation is creating a parallel 
system. Laws passed in 1979 prescribe 
Islamic punishments for certain hadood 
offences: stoning to death for fornication, 
amputation for theft, the lash for drinking 
and so on. Cases are tried in ordinary 
courts, but by judges with special 
training. 
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National Bank of Pakistan has been associated with almost 
every development activity since 1949, when it was 
established as the first state-owned bank. It has played a 
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world. 
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These laws have resulted in some ab
surdly inhumane judgments. A blind girl 
who had been raped and was pregnant 
was sentenced to be stoned to death. She
could not identify the rapist, but since she 
was pregnant she was held to be guilty of 
illegal sex. The sentence was commuted 
on appeal. Such sentences always are , 
with the judges finding some technical 
reason for letting people off. 

Special Islamic courts are supposed to 
be set up for trying Islamic crimes, but 
nobody has any idea what the scope of 
their jurisdiction will be. A constitutional 
amendment going through parliament 
will ensure that all existing and future 
laws are vetted by the Islamic supreme 
court , the federal Shariat court, to re
move any unislamic content. 

The Jamaat-i-Islami, however, feels 
that the programme is moving too slowly. 
One of its men in parliament has tabled a 
private members' Shariat bill which 
would abolish all laws not in conformity 
with Islamic law. In its present form, 
lawyers say, it would deprive religious 
minorities of the right to vote . 

President Zia apparently likes the 
Shariat bill. In November a rally , which 
according to a member of the government 
was arranged by the president , brought 
10,000 Jamaat-i-Islami members on to the 
streets outside parliament demonstrating 
in the bill's favour. The government op
poses it, but does not dare reject outright 
anything that purports to promote Islam. 
So it says it will offer an alternative, 
watered-down draft. 

~l~e~!c~ ~!!t;a~!a~~~fx~J~~e-
year plan, " is a blot on our social image, 
and the chief impediment to our long
term economic and technological ad
vance." This thought has not much affect
ed government priorities: although only 
24% of the adult population is literate, 
the share of GNP allocated to education 
fell from 1.8% in 1977-78 to 1.5% in 
1982-83. The average literacy rate for 
low-income Asian countries is 53 % , while 
education's share of GNP is 4-5%. 

The sort of education schoolchildren 
and students get in Pakistan is changing. 
There is now more emphasis on religious 
education. Arabic is compulsory because 
it is necessary for reading the Koran. 
"Pakistan studies" were made compul
sory for all degree students in 1981. 
According to the University Grants Com
mission, the course is intended "to guide 
students towards the ultimate goal of 
Pakistan-the creation of a completely 
Islamised state". 

History is being rewritten . According 
to a standard textbook , Jinnah "said in 
the clearest possible terms that Pakistan 
would be an ideological state , the basis of 
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whose laws would be the Koran and 
Sunnah, and whose ultimate destiny 
would be to provide a society in which 
Muslims would individually and collec
tively live according to the laws of Islam". 

Candidates for university jobs-includ
ing those in such faculties as engineering 
and medicine-have to be able to show a 
knowledge of the Koran. The Jamaat-i
Islami now has a stronghold in the univer
sities. It is rich enough to buy loyalty by 
financing students. But it also gets official 
patronage : its members harass academics 
whose teaching they disapprove of, yet 
Jamaat-i-Islami misdeeds are rarely pun
ished by the administrators. 

The Jamaat-i-Islami is well armed
with Kalashnikov guns, not knives-and 
has heightened the level of violence in the 
already chaotic universities . Gun battles 
between its supporters and Bhutto's fol
lowers, the Baluch Students' Organisa
tion, the Pathan Students' Federation, 
Sind's National Students' Federation or 
the Black Eagles-anti-Jamaat-i-Islami 
vigilantes in Punjab--are commonplace, 
and killings frequent. At Karachi univer
sity , Jamaat-i-Islami members have taken 
to throwing acid at immodestly dressed 
women. Students have started to bring 
weapons, along with cribs , into examina
tion rooms , and threaten invigilators who 
are bold enough to ask them not to cheat. 

These days, few really bright Pakistanis 
teach in the universities. Those who want 
to teach do so abroad ; those who stay at 
home are the dedicated or the second
rate . 

The state of Pakistan's schools and 
universities has led to a boom in the 
private sector. English-medium schools 
are starting up in the countryside as well 
as the cities; businessmen have launched 
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a management university in Lahore to 
provide them with educated recruits . 

This boom will divide the country intel
lectually as well as socially. The private 
schools do not have to teach Arabic or 
correct Islamic ideology. They will rear a 
future elite on Locke and Bagehot, and it 
may find itself at odds with an Islamised 
Pakistan. 

Thinking Islam 
Pakistan's intellectuals are a depressed 
bunch . Art and writing have suffered not 
only from the usual problems that intel
lectuals face under authoritarian govern
ments, but also from the need to avoid 
being unlslamic. 

Newspapers are manipulated by a sys
tem set up by Bhutto: government adver
tising, which makes up around 30% of 
their revenue , is channelled through the 
Ministry of Information, which nudges 
editors who are getting out of line. Since 
the lifting of martial law, the. newspapers 
have more freedom to criticise the gov
ernment than they had under Bhutto; but 
the Jamaat-i-Islami cannot be touched. "I 
wouldn't dare ," said a newspaper editor, 
" they would beat us up." 

Pakistan's few theatre groups get away 
with a surprising amount . One group in 
Karachi managed to stage a street perfor
mance of "Galileo" . The censors appar
ently failed to spot the relevance of 
Brecht's observations about religious ob
scurantism in seventeenth-century Italy 
to modern Pakistan. But new plays may 
have to be performed privately in peo
ple's homes; classical dancing is out, and 
Pakistan's excellent dancer Nahid Siddiqi 
is living in Britain. 

Television shows soap operas , but they 
must be decorous. Until the lifting of 
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martial law, men and women ( even moth
ers and sons) could not be seen to touch. 
That kind of thing has eased a little . But 
the mullahs still monopolise around 20% 
of television time. According to a produc
er, "some of their sermons are quite 
inspiring, but it's a pity about the 
beards". And every day there is news in 
Arabic. As an irate viewer said: " It's like 
putting news in Latin on the BBC." 

Public life is becoming more puritani
cally pompous. Take as a sample the 
reports in one issue of the Pakistan 
Times . The deputy chairman of the senate 
called on people "to crush anti-Islam 
elements impeding the implementation of 
Nizam-i-Mustapha" (the way of the 
Prophet) . Punjab's minister for irrigation 
said that no foreign unislamic "isms" 
would be allowed to enter Pakistan . The 
president insisted that excellence in sci
ence and technology should be pursued 
within the framework of Islamic ideology. 
A group of ulema (Islamic scholars) said 
that material success can be achieved only 
by following in the footprints of the Holy 
Prophet (PBUH). The name of the Proph
et can be mentioned only if it is followed 
by the incantation "Peace be upon Him", 
which for brevity in an English-language 
newspaper.becomes PBUH . 

Those who claim Islamic credentials 
can be criticised only on the ground that 
they have misinterpreted the Koran . Tol
erance of fools and crackpots has there
fore increased. At a conference on Islam
ic science in' 1983, an employee of the 
Atomic Energy Commission read out a 
paper arguing that, since djinns are spirits 
created by God out of fire , they could be 
tapped as a source of energy. The man is 
now employed designing a control system 
for a nuclear reactor. 

Sensible scientists carry on with their 
work. But some worry about the longer
term effects of the growing power of 
groups like the Jamaat-i-Islami. "They 
are pushing us back into the Middle 
Ages," says a physicist, "there is a tre
mendous amount of anti-rationalism 
around these days ." He quotes a book by 
the Institute of Policy Studies (IPS) , an 
organisation which is run by the Jamaat-i
Islami ( and which , incidentally, carries 
out Pakistan's Gallup polls) on the teach
ing of chemistry. The IPS believes in the 
need "to free chemistry from the godless 
western civilisation and to infuse in it 
Islamic ideology and culture and to re
create chemistry in the light of that". 

But living the aood life 
Seven years after the lslamisation cam
paign started, the lives of the Pakistanis 
are not noticeably more Islamic. More 
people go to mosques , perhaps; but in-

*$1 = 17 rupees, £1 = 24.5 rupees. 

We're not much changed 

grained secular ways of life and thought 
are hard to destroy. 

The Islamisation of the banking system 
has hardly affected the banks' operations. 
Now they call interest profit-and-Joss. 
"There was a dangerous body of bearded 
men who had to put their thumbprints on 
the final documents ," said a banker , " but 
the Ministry of Finance and the central 
bank had no intention of Jetting this place 
fall apart ." 

In 1984, the government sent mullahs 
round to houses and offices to check that 
people were saying their prayers. The 
people laughed at the mullahs, and the 
government gave up. 

There is as much drinking as ever, but 
the liquor has got harder. Prohibition 
normally has that effect: people buy high
alcohol-content , low-volume drinks. The 
bootlegger delivers to your door, charg
ing 400 rupees* for a bottle of whisky in· 
Karachi, the port of arrival of smuggled 
goods, and 650 rupees in Lahore. 

The local hooch in Sind, ghur jo daru, 
is made from molasses; and rough barley 
beer and rice wine are fairly readily 
available. One of the commonest drinks 
in Punjab is made from the sap of the 
acacia tree , though watermelon is said to 
be a new favourite . 

In the old red-light district of Lahore, 
the nautch girls dance on, licensed until 
lam. After that, the policemen patrolling 
the area go inside to watch them. Prosti
tution has been cleared out of the district, 
so it now permeates the whole city. 

Liberals who find Islamisation intoler
able still hold a lot of the smart jobs in 
Pakistan. They usually outnumber the 
Jamaat-i-Islami men on the appointment 
boards. But, as one academic says: 
"These days it requires a Jot of guts to 
confront the humbug." 

Islamisation , as President Zia recog
nises , is a long process. It can be done 
thoroughly only by ensuring that impor
tant positions in the universities, the civil 
service, the army and the judiciary are 
held by its proponents . 

For the moment, the liberals are hold
ing the line. But they worry that the 
feeling in the country is changing. "Peo
ple are getting intolerant," says a newspa
per editor. "They are fed intolerance on 
the radio and television all day Jong. In 
the end, the propaganda seeps through. 
Goebbels knew that ." 

Keeping politics tame 
Ask a Pakistani who holds power in the country and the name of the prime 
minister, Mr Mohammed Khan Junejo, will not spring to his lips. Mr Junejo is 
popularly known as jo na jani, one who knows nothing. The civilian 
government exists at the president's will, and the opposition stays out of jail 
so long as it does not do too much opposing 

Pakistan's government has responsibility 
without power. Consequently, its nation
al stock is low, and those who had hoped 
that the civilian set-up would edge the 
country towards a stable democratic fu
ture are depressed. 

President Zia prefers his politics apolit
ical. He believes that political parties are 
unislamic, and therefore banned them 
from taking part in the parliamentary 
election in February 1985. So the parlia
ment is a tame one; the opposition is 
outside official politics. 

Parliament includes a few middle-class 
members from the Punjab, but the bulk 
of its members are feudal landlords and 

tribal leaders-the old elite whose power 
is crumbling as prosperity makes others 
rich. Most of them are people who need 
the government more than it needs them, 
as their compliance has shown . 

The parliament risked a bit of indepen
dence, when it first came into being, by 
choosing its own Speaker, who was not 
the man the president wanted. Mr Fakr 
Imam, a young Punjabi Shia, was sacked 
a year later for questioning the legality of 
the prime minister's Muslim League 
party. 

That episode exposed the prime minis
ter's dependence on the president. Ac
cording to one of the president's ordi-
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Habib Bank 
THE LARGEST BANK 

__ OF PAKISTAN __ 
Habib Bank - the oldest and the largest bank of Pakistan -

embraces a broad spectrum of modern banking services and serves as a vital link 
between East and West. 

With a wide network of 1806 domestic and 66 overseas branches in addition to 
affiliates, representative offices, subsidiaries and foreign correspondents. 
inland and overseas telex lines and computer services, it is fully equipped 

to provide expertise on local currency synd.ications, projects 
and commercial financing of all types. 

Habib Bank is the first Pakistani commercial bank selected by World Bank 
and Asian Development Bank to provide their foreign currency credit lines 

to industrial private sector projects. 

With over 45 years experience in the dynamics of national and international banking, 
Habib Bank is in a unique position to offer banking services of all description 

in Pakistan and around the world . 
, __ .;:~•.1~l•. ~;;;:,::'·· itii:~ _,_, ::·.::~ •H b.b B k L. ·t d ... 1m1 . ,. a 1 an 1m1 e _ 

11111!~ Head Office: Habib Bank Plaza, Karachi-21, Pakistan. Telex: KAR 2786 

LONDON OFFICE: 

12, Finsbury Circus, P.O. Box No. 555 LONDON EC2 P 2JL. 
Cable: UKHABIB Telex: 885565 Telephones: 01-588-7881, 01-638-4775 

Overseas Branches in: 
□ UNITED STATES OF AMERICA □ UNITED KINGDOM 
□ FRANCE □ BELGIUM □ THE NETHERLANDS 
□ TURKEY □ SUDAN □ LEBANON □ KENYA 
D SINGAPORE □ BANGLADESH □ SRI LANKA 
D REPUBLIC OF MALDIVES □ MAURITIUS □ PAKISTAN 
□ REPUBLIC OF SEYCHELLES □ SULTANATE OF OMAN 
□ UNITED ARAB EMIRATES CJ YEMEN ARAB REPUBLIC 
□ BAHRAIN 
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Innovators in a 
Changing Market 

Place, Karachi Port 
now a Shippers 

Paradise Cotnmitted 
to Service of 

International Trade 
& Cotntnerce. 

Providing a New Generation 
of Maritime Services 

Attracting World Trade and Commerce 
Building the Economy of Pakistan 

All this has been made possible by 

• ENGINEERING EXCELLENCE 
• EFFICIENT SERVICES 

• SUSTAINED HARD WORK 
• MODERN TECHNOLOGY 

• ECONOMIC COSTS 

NOW SHAPING FOR 
THE 21ST CENTURY 

With 
Modern Integrated Container Terminals 

New Marine Products Terminal 
Port of Karachi Forges Ahead 

Location: City Centre . 

Rooms: 470 luxury rooms 
and suites, (all with private 
bath and adjmtable AC/CH). 

Facilities: include Balcony, 
T.V ., phone, radio , in-house 
movies. 

Amenities: Shopping 
Arcade, Swimming Pool, 
Bank, Airline Office, 
Parking, Courtesy Bus to 
and from the Airport. 

Restaurants: Five exclusive 
restau rants each with its 
own distinctive atmosphere . 

Meeting Facilities: Extensive 
conference, exhibition and 
banquet facilities catering 
from 10 to 1,000 persons . 
Our meeting rooms are 
backed by the latest audio/ 
visual aids and simultaneous 
translation into four 
languages. 

For reservations at any Sheraton 
Hotel call : 800 -325-3535. 
FOR TRAVEL AGENTS only 
call Agent : 800 334-8484 
(Use your ATC/1ATA number every t ime you ca ll ). 

~ ... .L...11 . .. , ... d~~ @ .. ~0§,1~ ~ 
Ku"W"ait Sheraton Hotel 

Hotels, Inns & Resorts Worldwide 
The hospitality people of IT1 

~. 

Knownothing premier 

nances banning political parties , the 
Muslim League was indeed illegal. The 
president had to bail out the prime minis
ter by changing the law retrospectively 
without referring it to parliament. 

Since then, although a tiny group of 
opposition members-led by the former 
Speaker-soldiers on, the parliament has 
lost spirit and significance. There are 54 
ministers, ministers of state and parlia
mentary secretaries , but even so the gov
ernment finds it difficult to muster the 
quorum of 59 required for a vote . 

Conspiracy theorists in parliament say 
that the president wants to discredit par
liamentary politics, so that he could justi
fy a reintroduction of martial law. They 
point to his frequent statements con
demning "western democracy". But par
liament is doing the job for him. Power
less, it has become trivial : in one debate , 
the question of whether trousers are Is
lamic or not occupied it for several hours . 

The government, however, has found 
itself in the firing line. In August 1986, 
when Miss Bhutto launched her campaign 
for mid-term elections, President Zia 
went off on pilgrimage to Mecca, leaving 
the prime minister in charge. The day 
before the campaign was due to start, the 
government panicked; within two days 
Miss Bhutto an9 most of the leaders of 
her Pakistan People's party were in jail or 
underground. There were riots in La
hore, Karachi and rural Sind. The army 
was olit in force; in Sind, it has not yet 
returned to the barracks . 

So much for civilian rule, the opposi
tion jeered. Say boo, and the government 
runs back to its uniformed nurse . 

THE ECONOMIST JANUARY 171987 

Keeping Benazir 
out of power 
The opposition has proved itself worthy 
of the government. Its parties divide and 
multiply like cells , wasting their energies 
attacking each other rather than the gov
ernment. Years of martial law have taken 
their toll : politicians tacitly assume that 
they will be put in power not by votes but 
by powerful interests. 

The only party that seriously worries 
the government is the Pakistan People's 
party, the PPP . Miss Benazir Bhutto re
turned to Pakistan from self-exile in Lon
don in April 1986 to lead it to victory. She 
is brave, beautiful and wildly popular. 
"You wouldn't believe how many men 
are in love with her ," says one who is not . 

Many people assume that she would be 
voted into power , mainly thanks to the 
memory of her father , if there were a free 
election. But they also assume that Presi
dent Zia would never allow the daughter 
of the man he had executed to become 
prime minister. 

If the PPP were a stronger organisation, 
it might be able to force the issue by 
mobilising the country against President 
Zia and persuading the army to abandon 
him. But Bhutto , who saw any organisa
tion as a threat, ensured that the party 
remained an amorphous movement, and 
his daughter has failed to strengthen it. 
As a result, its protests and meetings 
cannot be thoroughly organised: people 
assemble spontaneously or not at all. And 
when the army wishes to squash the 
party, it can do so by rounding up a few 
hundred leaders . 
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Miss Bhutto has some of her father's 
faults , as well as his merits. Arrogance is 
one which has harmed her cause: she is 
unwilling to listen to criticism or advice, 
and reluctant to let any other leader raise 
his head above the crowd. Those who do 
are liable to get the chop. 

Miss Bhutto's high-handedness has lost 
her the support of most of the smaller 
parties in the movement for the Restora
tion of Democracy, an alliance of ten 
parties , which held together during the 
years of martial law. Two of her father's 
colleagues, Mr Hafiz Pirzada and Mr 
Mumtaz Bhutto (a cousin), have aban
doned her to start the Sindhi Baluch 

· Pathan Front, a party which wants Paki
stan to be a loose confederation of prov
inces. Mr Ghulam Mustapha Jatoi, for
mer chief minister of Sind, who ran the 
party there in Miss Bhutto's absence, has 
launched the National People's party, 
with nationwide support from the rich 
and powerful who will accept Miss Bhutto 
in power only over their dead bodies. 

The PPP has an identity problem. Miss 
Bhutto's support is left-wing-from the 
poor, who think the party is anti-rich
and her party workers are by and large 
fiercely anti-American. When the party's 
vice-president, Sheikh Rashid, said at a 
meeting in November that "we must be 
entirely clear who our enemy is: it is 
America" , the crowd responded by 
chanting an incantation that started with 
the words: "Bhutto's murderer, Ameri
ca" . Miss Bhutto, on the other hand, had 
said on Swedish television a couple of 
days previously that "Russia as an enemy 
is on our doorsteps ... close military 
affiliation with America is the need of the 

Benazir on the move, when the government lets her 
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day". Party workers were unable to re
solve this contradiction for your corre
spondent: "Somebody", one of them said 
cheerfully, "is being cheated". 

This apparent conflict of views elicits 
little surprise in Pakistan. Most people 
think it reasonable that Miss Bhutto 
should be at pains to say warm things 
about the Americans and to promise that 
there will be no more nationalisation or 
land reform. It is assumed that people do 
not become prime minister on the basis of 
their popular support, but because pow-

erful interests have decided that they will. 
If she ever does come to power, it may 
well be not because of her popularity but 
because, as a trade unionist said, "she is 
the last hope for national politics". The 
rest of Pakistan's politics has shifted to
wards separatist and sectarian anarchy
parties for the Baluchis, the Sindhis, the 
Pathans, the mohajirs, the Barelvis, the 
Deobandis, the Wahabis, which quarrel 
and split and reassemble. Only the PPP 
might-at least temporarily-span those 
divisions. 

Punjab-and the others 
"Lead the Punjabis, crush the Sindhis, befriend the Baluchis and bribe the 
Pathans" was one legendary British formula for ruling the areas that are now 
Pakistar:i. The formula has not changed much, but the circumstances have. 
These days, it is the Punjabis who are seen as the occupying power 

After centuries of being walked over by 
invading armies on their way to Delhi, 
Punjab has learnt to keep its head down. 
It produces no political leaders and stays 
out of politics until unreasonably pro
voked. Its prosperity during President 
Zia's rule has so far ensured its 
quiescence. 

Punjab is Pakistan's Prussia. It is mod
ern, military-minded and, in the eyes of 
the less populous provinces, imperialist. 
With 56% of the population, it would 
dominate the country even under a demo
cratic system; but since it provides most 
of the army and the civil service, its 
profile is higher when the military are in 
power. 

The British made Punjab what it is, by 
building a huge canal system. The newly 
fertile land was chopped up into smallish 
blocks that could be farmed efficiently by 
one family. From areas farther to the east 
than Pakistan now extends, engineers 
were brought in to help with the canals, 
farmers to farm the canal colonies and 
artisans to service the farmers. 

Agricultural surpluses brought the cash 
economy to Punjab early in the century. 
New market towns grew up and with 
them small industries. Cotton spinning 
and weaving developed around the area's 
main cash crop. Growth generated 
growth and Punjab now has a broad
based, small-scale industry. 

Punjab developed a middle class. It 
sent its children to universities, and even
tually dominated the Pakistan civil ser
vice. Its bigger businessmen have been 
taking over Karachi. 

As agriculture becomes more profit
able and more mechanised, big landown
ers are throwing tenants and labourers off 
their land. At the same time, small peo
ple, rich on Gulf money or trade, have 
been buying land while the growth in 
industry in the market towns and the 

demand for labour in the Gulf have 
absorbed many of those who have left the 
countryside. 

Punjab's less fertile north provides 
much of the army. Punjabi Muslims (PMs) 
were among the British army recruiters' 
favourites. After independence, PMs 
(such as President Zia) continued to re
cruit PMs, and today the army is around 
80% Punjabi, most of the rest being 
Pathans. 

President Zia has kept his soldiers 
happy. Officers get land grants in town 
areas on which they can make a quick 
profit. One piece of land in Lahore, for 
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instance, was acquired by a general for 
72,000 rupees. He sold it the next day for 
1,172,000 rupees. 

Soldiers sent on loan to the Arab Gulf 
countries get paid around ten times Paki
stani rates. With some 40,000 Pakistani 
servicemen in the Gulf, rotated once a 
year, around 70% of the armed forces 
could have a chance to cash in on the 
boom. 

President Zia's government has put 
more effort into Punjab's development
roads, electrification, canal maintenance, 
schools and health centres-than did 
Bhutto's government. Bhutto, a Sindhi, 
spent more on his own province. 

Lahore, Punjab's capital, has benefited 
from the attentions of a former military 
governor of Punjab, General Ghulam 
Jilani, who went to the Shanti Niketan 
school for classical music and dance in 
West Bengal and has a taste for good 
architecture and pleasant townscapes. 
Lahore now has the best-restored colo
nial buildings in the subcontinent, a grand 
new library, an arts centre and a plethora 
of new parks. 

In Lahore, however, as in the smaller 
towns, the number of unemployed young
sters with useless degrees is becoming a 
worry. People reckon that these young
sters have something to do with the 
increase in robberies and kidnappings. 
They are not a political force. They have 
no views, and nobody to lead them. Four 
nicely spoken young men who robbed a 
bank in Lahore last November did, ad-
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Muslim Commercial Bank 
... growing fast, nationally and internationally 

• I , , .. .... ... ...... 
• • , _______ .... __ , 

One of the oldest-established banks in Pakistan, Muslim Commercial Bank is 
known for its high standards of professional banking services. A modern, 
fast-paced and efficient institution, it is growing steadily in the national 
and international spheres of finance. 

In addition to 1271 branches in Pakistan, the bank operates 
2 branches in the United Kingdom and has Special 
Agency arrangements in Saudi Arabia, Kuwait, 
U.A.E., and correspondents all over the world. 

~► 
ACS Muslim Commercial Bank Ltd. 

NAB-84 PIO( I I 

Head Office, Adamjee Hou1e, I.I. Chundrigar Ro.:j, Karachi (Pakistan~ 
Phone: PABX 224091·5 & 238535-9 Coble: COM BANKO 
Telex : 2887 & 2388 MCB PK - Poot Box 4976 

U.K.: 2 Branches 

Regional Office: 

69/70 MARK LANE LONDON EC3R 7JA. 

PHONE: 01-481 0149, 

01 -709 9255ll Ex. 1. TELEX 883377 

4 
11J a country with 

som'lthing for 'lV'lryonc 
Intensive research and innovative 
technology have helped Pakistan in 
diversifying her exports. The home of 
handknotted carpets, cotton fabrics, 
fooc:t-stuff and handicraft today also 
exports sophisticated machinery, 
engineering and electrical equipment. 
Ship-building, architectural 
consultancy, turn key projects in the 
Middle East-Pakistan offers the world 
an impressive range of products and 
services to satisfy the exacting 

:"'1"' ~ • u -· 

demands of an international clientele. 
Concrete Mixers, Road Rollers, 
Transmission Towers, Power Presses, 
Lathes, Diesel Engines, Electric 
Motors, Transformers, Electrical 
Appliances, Building Material, Tiles, 
Sanitaryware, PVC Pipes, Aluminium 
and Wooden Door Frames, Nuts, 
Bolts, Screws, Wire Ropes. 

We, at Export promotion, help 
demand meet supply. Drop us a line. 

' . . , 

We will spread your l'!lessage to all 
exporters and you'll be surprised 
how soon you start receiving rates 
and samples. 
EXPORT PROMOTION 
BUREAU 
Government of Pakistan 
Press Trust House 
I.I. Chundrigar Road, 
Karachi - PAKISTAN 
Phone: 210505/9 
Cable : EXPROM, KARACHI 
Telex: 23877 EXPOM PK 

MCB -23 
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KARACHI EXPORT PROCESSING ZONE 
,KEPZ 

76 INDUSTRIAL UNITS ALREADY SANCTIONED! 
Situated on international shipping route, offering close proximity to the 
markets of the Gulf, the Middle East and Africa. 
Excellent investment opportunities for overseas applicants. 

JOINT VENTURES WITH 
PAKISTANIS ALSO POSSIBLE 

INCENTIVES 
• No custom duty or any other tax on 

import of machinery, raw material, 
packing material etc 

• Exemption from Federal, Provincial 
and Local taxes. 

• No income and corporate tax for first 
5 years. For next 5 years 75% tax 
waived. 

• Repatriation of capital and profit of 
foreigners. 

• All facilities like water, electricity, 
gas, telex, telephone etc. immediately 
available. 

• Import and Export permits to be 
issued by Export Processing Zones 
Authority and not by normal 
government agencies. 

• Liberal Labour Laws inside the Zone 
(Unions and Strikes prohibited) 

• Offshore banking and insurance 
facilities. 

• Ware-housing and standard Factory 
Building possible subject to 
availability. 

• Simplified procedures - one door service. 

For details please contact investment division 

Landhi Industrial Area Extension, Mehran Highway, P.O. Box 2022, Karachi- 54 (PAKISTAN) 

Telephone: 211177 and 219394 Telex: 25692 EPZA PK, 25762 KEPZ PK 
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United Bank Limited 
with a network of over 1600 

Branches/Offices in Pakistan and 
abroad offers a complete range of 

banking services. 

UBL is geared to meet all your banking requirements --
imports, exports, home remittances, foreign currency loans, 

IDA loans, small loans.agricultural loans, foreign 
and local guarantees and expert advisory service 

including computer service. 

OVERSEAS BRANCHES 

• United States of America 
• United Kingdom 
• United Arab Emirates 
• Bahrain 
• Oatar 
• Yemen Arab Republic 
• Export Processing Zone, 

Karachi, Pakistan 

JOINT VENTURES 

• United Saudi Commercial Bank. 
Riyadh, Saudi Arabia. 

• Commercial Bank of Oman 
Muscat, Sultanate of Oman. 

R.EPRESENTATIVE OFFICE 

• Cairo, Egypt 

United Bank Limited 
at your service 
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Do you have the expertise and the experience 
to develop beaches? 

The natural beaches around Karachi are amongst the most 
picturesque in the world. They have all the potentials of being 
developed into the finest tourist resorts on the foaming Arabian 
Sea: warm sunshine, cool breeze and easy accessibility round the 
year. 

If you are a national and international agency specialised in 
recreational and amusement projects, the beaches of Karachi offer 
golden opportunity for investment. The Brochure prepared by 
the Karachi Beach Development Board, giving the salient features 
and the requirements for proposals is available on payment of 

Rs. 150/- or U.S.$ 10/- from the following address: 

Secretary, Karachi Beach Development Board. 
Director,Master Plan & Environmental Control Deptt., 
Karachi Development Authority, Civic Centre, 
Gulshan-11-lqbal, Karachi-5, Pakistan. 
Telex : 25744 KDA PK.\Phone: 421448,422974. 

The proposals complete in all respects as per requirements given in 
the brochure may be submitted at the above address. 

Beach Development Board 
KARACH _J;l.,,-f..::.;~..,.::.,,vl>\ 
DEVELOPMENT AUTHORITY 

Get the power of Metropolitan Wigan 

behind your business. They're a tenacious 

pack with the right sort of attitude and 

industrial background to make things work. 

Whether it's High-tech, Manufacturing 

or Engineering, your business can go from 

strength to strength - with easy motorway 

access, generous grant packages and prime 

accommodation, whatever your size. 

Drive hard into a stronger future -

send for our informative brochure or call 

John Robinson, Head of Economic 

Development on Wigan 827166. 

METROPOLITAN 

WIGAN 
WORKING HARD WITH INDUSTRY 

WIGAN METROPOLITAN BOROUGH COUNCIL · CIVIC CENTRE · MILLGATE · WIGAN WN1 1YD · TEL: WIGAN 827 166 TELEX: 677341 
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mittedly, use the opportunity to make a 
mild statement of unislamic defiance: 
they left behind four empty beer bottles. 

Sind against 
President Zia's government is following 
the recommendations of the British on 
how to govern Sind ; and the Sindhis hate 
him for it. Rule by a Punjabi army has 
given new life to a moribund Sindhi 
nationalist movement ; but even the army 
cannot keep order in parts of the country
side and in the provincial capital , Kara
chi, Pakistan's industrial and commercial 
centre and only port. 

Sindhis are a minority in Sind . In 
Karachi (with a population of 7m that is 
growing at 6% a year) the mohajirs used 
to be a majority. Now they make up half 
of the city's population. Around 1.5m 
Pathans have come to seek work there . 
Biharis (that is people from East Pakistan 
who sided with the West Pakistanis in the 
1971 war), Baluchis, Punjabis and the 
Sindhis themselves make up the 
difference. 

Most of the Pathans provide unskilled 

labour for the textile mills, but heroin 
money has set some of them up in a big 
way in the past five years. Heroin comes 
down from the North West Frontier to be 
shipped abroad, so most of Pakistan's 
drug barons are based in Karachi. They 
have taken over money-lending, develop
ment of the township areas and transport. 

Clashes between Pathans, Biharis and 
mohajirs have shaken Karachi during the 
past two years. In the latest rounds, in 
November and December, more than 200 
people were killed . The government im
posed curfews in much of the city , but 
they did not stop the riots. 

Usually they are started by an accident 
in which a Pathan bus driver kills pedes
trians or passengers. Pathans make par
ticularly bad drivers. Their drug-financed 
employers can get them licences and 
route permits even though they cannot 
drive. 

The mohajir political party , the Moha
jir Qami Movement (MOM), has recently 
been in the forefront of the feuding. It is 
funded by the rich mohajirs, who feel 
edged out by the Punjabis, but it is 

Where have all the singers gone? 
When Amir Ali was arranging the enter
tainment for his son's wedding, he had to 
get singers from another Punjabi village. 
Although there are 30 households of 
Mirassis, the caste of entertainers , in his 
village, they have given up their tradi
tional calling. Television has reduced 
demand, and since entertainers are any
way looked down on , they have taken 
jobs as maids and clerks in Lahore and 
Faisalabad. 

The wedding, complete with singers, 
dancers and fairy lights, went on for 
three days and cost around 150,000 ru
pees ($8,800)-the combined annual in
come of Amir Ali and his son. The 
smartest girls changed their clothes-all 
synthetic, although cotton is Pakistan's 
biggest industry-three times in one eve
ning, and had haircuts and make-up that 
would have looked good in Chelsea. 

Amir Ali , a farm manager who has 
agencies for pesticides and fertilisers and 
15 acres of land , was an orphan from the 
lowly weaver caste. In theory , Islam 
does not have a caste system, but centu
ries of coexistence with Hindus created 
one. It is nothing like as rigid as the 
Indian system , however; and the mobil
ity that economic growth has brought has 
eroded most of its influence. 

Shah Jewna, Amir Ali's village , has 
8,000 inhabitants, most of them working 
in agriculture . The local landowners are 
Sayyeds, Shias revered because they are 
supposedly descended from the Prophet . 
Two generations ago, the head of the 
family owned 10,000 acres. These days, 
his granddaughter, Mrs Abida Hussein, 
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a member of parliament, has 850 acres, 
and cousins have smaller lumps. 

Mrs Hussein gave up 600 acres in the 
1972 land reforms . Since then , she has 
sold around 250 acres . She has a stud 
farm , established by her father , which 
was a highly profitable enterprise until 
Bhutto, as a concession to the Islamic 
lobby, banned racing in 1977. The stud 
farm has survived by exporting horses to 
the Gulf states. Mrs Hussein has now, 
with money and advice from Denmark, 
started a demonstration dairy farm . 

Other Sayyeds have done less well. 
Families who failed to go in for high
input farming , and have lived off their 
capital, have had to reduce their hold
ings from hundreds of acres ten years 
ago to a few acres now. Some have taken 
to begging: locals give them money be
cause of their religious credentials . 

As the rich have sold land , so the 
number of small landowners in the vil
lage has gone up. Thirty-five families of 
tenants benefited from the 1972 land 
reforms; another 70 have bought farms 
since then . 

Mrs Hussein employs half as many 
people per acre as she did ten years ago . 
Former labourers have gone to the local 
town , Jhang, and got jobs in the govern
ment or in the expanding rug-making 
and power-loom industries; some have 
gone to Lahore, some to the steel mill in 
Karachi ; half a dozen went to the Gulf, 
but have returned . There are about 40 
educated boys in the village without 
work. 

Ten years ago 10% of the homes in the 
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manned by the poorer ones, whose quar
rel is with the Pathans. The MQM now has 
an alliance with the Sindhi nationalists 
and the two groups make common cause 
against the most recent immigrants. 

The Biharis get the rough end of the 
fighting . Their part of Orangi, Karachi's 
biggest township, is the only area not 
controlled by the drug mafias. The Biha
ris, who learnt to fight in the 1971 Bangla
desh war, have so far resisted being taken 
over; hut since their area dominates the 
main road , the drug barons want it. 

The drug mafias appear to get protec
tion from the local administration. Anti
drug demonstrators were shot and killed 
in 1985, but nobody has been prosecuted. 
The findings of the tribunal that investi
gated the episode have never been 
published. 

The main cause of the violence, howev
er, is the abundance of weapons. The 
arms which have flowed into Pakistan for 
the Afghan resistance have permeated 
the whole country. In Sorabghot, Kara
chi's main drugs depot, you can buy a 
standard home-made Kalashnikov for 

village were pukka (brick or concrete) 
and the rest katcha (mud) . Now 50% are 
pukka . There are around 200 television 
sets in the village and a couple of video 
recorders. Ten years ago, there were a 
dozen cars ; now there are around 25, six 
Suzuki vans and six private buses plying 
to Jhang , Faisalabad and Lahore, and 
around 200 motorbikes. Two English
medium schools have started up, charg
ing 30 rupees a month: buying an English 
education for your children is a sign that 
you have arrived. 

A doubling of cotton yields has 
brought most of this prosperity. But 
state-financed development has changed 
the village too . Roads have been built-
150 miles have been built in the Jhang 
district by the local council since it was 
set up in the elections held in 1980-and 
a health centre and a girls' school have 
been established. 

Shah Jewna's people do not thank 
President Zia for development , since the 
local politicians are seen to do the work. 
But they recognise that they have done 
better while he has been in power. 
Martial law meant little to them. Al
though they are not pro-army, they are 
proud that one of their boys is soon to be 
a colonel. 

They do , however, blame the presi
dent for the growing hostility in the 
village between the Shias and Sunnis. 
Shah Jewna is 50% Shia (Amir Ali has a 
pin-up of Ayatollah Khomeini in his 
smart new drawing-room) and they feel 
that the Sunnis want to stop them prac
tising their religion . In Jhang in the past 
couple of years, there have been-previ
ously unheard-of-fights between the 
two sects . 
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How long will tradition survive In Orangi? 

9,000 rupees, and a rocket-launcher with 
a range of a mile and a half for 30,000 
rupees. Those weapons were used against 
the Biharis in 1986. 

Rural Sind has been similarly militar
ised. The big landlords who have exer
cised feudal power under both the British 
and the subsequent Pakistani govern
ments are losing their grip. New wealth, 
the movement of people and the growth 
of a middle class have diminished their 
power. In an effort to retain it, they have 
increased the size of their private armies. 

Their .retainers freelance as dacoits, the 
local name for bandits. Kidnapping has 
become a huge problem in Sind: industri
alists are no longer willing to set up in 
rural areas for fear of it , and in some 
places it is illegal to drive at night. As with 
all violence in Pakistan, dacoity has be
come a high-technology business. Kalash
nikovs, not shotguns, are the standard 
weapon. One band of dacoits living on an 
island in the Indus river is equipped with 
speedboats and radio communications. 

The areas in which the administration 
cannot operate and into which the police 
dare not venture are growing. The army 
has been deployed since the PPP raised its 
head in August 1986; but many officers 
are not happy about having to clear up 
the civilians' mess. 

The Sindhi countryside was the only 
part of Pakistan in which people got 
themselves killed for Miss Bhutto in Au
gust. Sind is the Bhuttos' home, and she is 
the Sindhis' woman. But the support she 
gets is not so much pro-democratic as 
anti-Punjabi, and the nationalist groups, 
like Jiye Sind and the Sindhi Awami 
Tehriq, are getting stronger. 

Karachi was anti-Bhutto. He was the 
bold bad baron who swaggered into town 
with his posse of fellow-landlords and 
made the administration work for them. 
Miss Bhutto might do well among the 
youth and the working classes, but Kara
chi's politics have become unpredictably 
sectarian-hence the rise of the Mohajir 
Qami Movement. Pathans will vote for 
Pathans, mohajirs for mohajirs and so on. 

The road to the Gulf 
Both the Pakistani government and the 
western aid agencies are spending a lot of 
money to keep the Baluchis friendly. This 
barren province of 5m people covers 
nearly half of Pakistan and offers the 
Russian invaders in Afghanistan a direct 
route to the Gulf. A four-year communist 
and nationalist insurgency in the 1970s 
stopped when President Zia came to 
power and made a deal with the leaders; 
but there are still 3,000 Baluchis in Af
ghanistan waiting to "liberate" their 
province. The Russians' enemies are pre
pared to pay to make sure that never 
happens. 

The leaders of Baluchistan's biggest 
tribes, the Marris , the Mengals and the 
Bugtis, were at loggerheads with Bhutto. 
Within two years of coming to power, he 
sacked the provincial government run by 
Mr Ataullah Mengal. He pushed ahead 
with economic development in the prov
ince-building roads, putting in electric
ity and schools-and thus threatened the 
tribal leaders' traditional hold over their 
people. The insurgency was a strange 
mismatch of revolutionaries and oppo
nents of change. 

Many people feared that the Russians, 

after moving into Afghanistan, would 
promptly stir up Baluchistan. But the 
province has been quiet while President 
Zia has been in power, and most of the 
leaders of the former insurgency are 
dead, abroad or reconciled to the 
government. 

The Afghan war has brought the prov
ince around lm refugees. Non-Baluchis 
(including a few Punjabis and mohajirs, 
as well as the Pathans) are now reckoned 
to outnumber the Baluchis. As in Kara
chi, the Pathans have taken over trans
port and a Jot of commerce. In some areas 
the refugees seem to be living better than 
the Baluchis. In the past two years Quetta 
has seen several clashes between Baluchis 
and Pathans and Pathan shops and trucks 
have been burnt. 

Money has poured into the province. 
Baluchistan's annual development budget 
has increased from 402m rupees a year in 
1977-78 to 6.9 billion rupees a year in 
1985-86. Quetta, the capital, has become 
a little Geneva, its roads lined with the 
notice-boards and jeeps of the whole 
range of aid agencies. Its shops are full of 
medicines and food supplied to the refu
gees alongside the smuggled goods. 

Most of the development is happening 
around Quetta and in the Pathan areas in 
the north. Along the coast, ports are 
being developed and 30 airstrips are being 
built-not, claim the Baluchi leaders, for 
the local population but for the American 
Rapid Deployment Force. The rest of the 
province is too barren and thinly populat
ed to develop; and the tribal opponents of 
central government still prevent the ad
ministration from working in some areas. 

Slowly, however, the hold of the tribal 
leaders is weakening, with migration, 
new money and the growth of a middle 
class. But the rising political forces in 
Baluchistan are not as friendly as the 
government would wish. The Pakistan 
National party and the Baluch Students' 
Organisation are in favour of more re
gional autonomy and are pro-Moscow. 
Along with the PPP, which is strong 
among the Pathans, they would dominate 
free elections in Baluchistan. 

Not so quiet on 
the frontier 
The North West Frontier Province has 
two old industries, guns and smuggling, 
and two new ones that have grown up 
during the Zia years, drugs and migra
tion. All are flourishing. But it is a 
dangerous kind of prosperity that the 
province enjoys. 

The frontier is only partly under gov
ernment control. The tribal areas which 
border on Afghanistan were set apart by 
the British, who found the unruly Pathan 
tribes impossible to administer. The 
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COUNTRIES/COMMODITIES 

D Wheatto 1991 
Adapting to oversupply 

Glut characterises the wor ld wheat 
market. How and when can adjustment 
be achieved?This report analyses 
regional prospects for wheat 
consumption, production and trade to 
1991. Growth markets are identified but 
total world imports are forecast to 
decline. Prospects for all major exporters 
are evaluated against this background, 
and likely policy responses and their 
impact on prices are assessed. No. 1070. 
Price: UK& Europe£95; 
N. America US$180; Rest of World £98. 
Published October 1986. 

□ The Lebanon Conflict 
Political shifts, regional impact and 
economic outlook 

Is a final showdown in Lebanon in the 
offing, brought about by a dramatic 
combination of regional and local 
events? What would be the implications, 
political and economic , of a possible 
power-sharing agreement?This report 
evaluates potential outcomes of the 
conflict in the context of Lebanon's 
unique structure and regional role. 
It looks at what is involved in 
reconstruction and the likely cost. 
No.1067. Price: UK & Europe £75; 
N.America US$145; Rest of World £78. 
Published October 1986. 

□ India to 1990: 
How Far will Reform Go? 

What are the results of the recent 
economic liberalisation in India? 
Can it continue, and what would be the 
outcome of a sustained commitment to 
such policies?This report studies these 
questions, examines the new Five Year 
Plan and sets out growth projections to 
1990. It includes details of the 
liberalisation programme and analyses 
prospects for key industries. 
No. 1054. Price: UK & Europe £95 ; 
N. America US$180; Rest of World £98. 

□ Kenya to 1990: Prospects for 
Growth · 
Kenya is poised to overcome recent 
economic difficulties. Can it reassert its 
position as one of the most successful 
economies in sub-Saharan Africa?This 
report combines detailed economic 
analysis with an assessment of the social 
and political trends over the next five 
years. It also draws some provocative 
conclusions about the lessons Kenya 
has to offer for World Bank and IMF 
policy in Africa. 
No.1052. Price: UK&Europe£95; 
N. America US$180; Rest of World £98. 
Published August 1986 

MANAGEMENT 

□ Job Creation in the UK 
A National Survey of Local Models 

The Buckhaven Parish Council 
created 900 jobs in three years. Small 
businesses launched from BAT's 
Liverpool workshops have a far better 
survival rate than average. Direct public 
job creation or retraining schemes 
appear to work less well than initiatives 
through local enterprise agencies. This 
survey, commissioned by the OECD and 
The Economist Publications Limited, 
examines the mushrooming private and 
public sector employment initiatives in 
the UK to say which are succeeding, 
and why. 
No.1075. Price: UK & Europe £25 ; 
N. America US$45; Rest of World £28. 
Published December 1986 

□ Motivating Management 
Rewarding Executives with cash 
or shares 

Share option plans for management 
are now booming on both sides of the 
Atlantic, with UK companies 
encouraged by new tax reliefs to fol low 
the wel l-established US practice. This 
report analyses the benef it packages 
offered to executives and assesses real 
returns from both the individual and the 
corporate viewpoint. 
No.1053. Price inc. postage: UK & 
Europe £85 ; N. America US$155; 
Rest of World £88. Published June 1986. 

BUSINESS GUIDES 

□ Guide to the Business 
Expansion Scheme 

The Business Expansion Scheme 
(BES) has been the UK's most 
successful recent job creation scheme. 
Since 1983 it has attracted venture 
capital worth more than £500m and 
created over 20,000 jobs. This new guide 
explains the advantages and pitfalls of 
the BES for businessmen, financial 
advisors and investors. The report 
clarifies the tax and legal issues, shows 
how to draft a prospectus and how to get 
the most out of professional advisors
sponsors, accountants and solicitors. 
This indispensable how-to-do-it guide 
tells you how to use the scheme to your 
maximum advantage. · 
Price: UK & Europe £65; 
N. America US$105; Rest of World £68. 
Published December 1986. 

□ Guide to Management 
Buy-outs 1986 

Management buy-outs continue to 
grow in size and number. Their value is 
expected to double in 1986 from last 
year's total of £820m. In this third edition 
the report has been enlarged to appear 
in Guide form. Designed to steer buy-out 
teams through every stage of the 
operation, it offers major sections on tax 
and legal aspects,.a directory of 
institutions willing to provide finance, and 
the case histories of all important buy
outs so far. Price: UK & Europe £45; 
N. America US$80; Rest of World £48. 
Published August 1986. 

FINANCIAL 

□ Japan's Next Export Success 
The Financial Services Industry 

The world's biggest bank and biggest 
securities company are now both 
Japanese. This report examines the way 
iri wtIich Japanese financial institutions 
are seizing new opportunities in global 
financial markets, not only competing on 
price but also designing highly 
innovative financial packages. It predicts 
further rapid development of their non
Japan related business in a wide variety 
of areas. 
No.1066. Price UK&Europe£150; 
N. America US$240: 
Rest of World £153. 
Published November 1986. 

D The International Investment 
Banking Revolution 
Strategies for Global Securities Trading 

As the banks face the threat of 
overcapacity in a global marketplace, 
this report looks at the prospects for 
survival of those who fail to make the 
superfirm league. Alternative niche 
strategies are available, but whose 
corporate cultures are sufficiently flexible 
or creative? 
No. 1065. Price: UK & Europe £95; 
N. America US$145; Rest of World £98. 
Published November 1986. 
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tribes were, and still are , allowed to 
govern themselves so long as they do not 
annoy the government . It is only in the 
frontier's "settled areas" that the govern
ment's writ runs. 

Some 2.2m refugees from Afghanistan 
have swollen the province's population. 
Most of them are Pathans, some of whom 
have tribal kindred in Pakistan. Tribal 
rules of hospitality have helped Pakistan 
to survive the influx. Forest and pasture 
areas have been denuded by an extra 2m-
3m animals; refugees compete with locals 
for jobs; the guerrilla leaders, subsidised 
by American and Saudi Arabian money, 
are ostentatiously prosperous; yet there 
has been little trouble between refugees 
and locals . Russian attacks , however, are 
worrying the frontiersmen . With an aver
age of 15 bombings a month in 1986, the 
locals feel they are being pulled into a war 
which is no business of theirs. 

An economic boom has helped keep 
the frontier peaceful. Pathans supply 
about half of the Pakistani migrant labour 
in the Arab Gulf countries , almost all of it 
unskilled . They have brought unheard-of 
riches home with them (including refrig
erators and television sets brought to 
villages that are still without electricity), . 
and an increase in land prices has helped 
to circulate the money among those who 
stayed at home. 

Growing wealth has boosted the de
mand for smuggled goods throughout 
Pakistan. The biggest smuggling route is 
from Japan and Korea, by ship to Russia, 
thence by truck to Kabul , by donkey to 
Landi Kotal at the Khyber Pass, and by 
truck to Peshawar, Lahore and Karachi . 

Peshawar's macho image 
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Islamabad's worst image 

Cheap Soviet goods sent through Ka
bul are flooding Peshawar's markets . You 
can buy a Russian air-conditioner for 
3,500 rupees, compared with 8,000 ru
pees for a Japanese one. There is Paisley
print Russian cloth for sale at six rupees a 
metre. Some locals swear by the excellent 
Soviet cheese. 

Pathans have been making their own 
guns for centuries, but until the war in 
Afghanistan they were stuck with old 
British technology. They have moved 
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with the times, and these days you can 
buy a locally made Kalashnikov for 9,000 
rupees, a Chinese one for 16,000 rupees 
and a Russian one for 30,000 rupees. 

The biggest business, however, is her
oin. After the Iranian revolution and 
tough action against producers in the 
Burma-Thailand " Golden Triangle" , the 
business moved to Pakistan. By the early 
1980s Pakistan was reckoned to be pro
ducing 800 tonnes of opium a year, which 
refines down to a tenth as much heroin . It 
had become the world's biggest producer 
and exporter of heroin . 

Three years ago, after pressure from 
the Americans, the Pakistani government 
tightened up on the trade. Production in 
the settled areas fell-nobody knows how 
much goes on in the depths of the tribal 
areas or in Afghanistan-but has risen 
again since then . Anti-drug campaigners 
blame the civilian government for the 
revival. Some of the politicians are in the 
business themselves, others protect their 
drug-producing constituents. 

The Pakistani government has agreed 
to start spraying poppy fields in 1987. 
Frontiersmen are nervous that this will 
put the central government at odds with 
the local tribes, whose loyalties tend to 
vacillate, anyway, between Kabul and 
Islamabad. 

The frontier tribes have always played 
a game with the neighbouring govern
ments , selling their temporary loyalty to 
the highest bidder. Kabul has been suc
cessful of late, winning tribal leaders over 
not just through the provision of money 
and arms ("Many guns, many, many 
guns" , laughed an Afridi tribesman, his 
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eyes wide with delight) but also by send
ing youngsters who would not have a 
hope of entering a Pakistani university off 
to Moscow for an education. Mr Wali 
Khan Kukikhel, one of the leaders of the 
Afridis-the main gun-trading, drug
manufacturing and smuggling tribe, 
which controls the road from Landi Kotal 
to Peshawar-is now living in Kabul with 
thousands of his fellow-tribesmen . 

Prosperity is helping to weaken the 
Pakistani govt:num:ut's hull.I un lht: 
tribes. The political agents whose job is to 
keep the tribal areas quiet have always 
worked through the traditional leaders, 
the maliks. But the newly rich and edu
cated no longer listen to the maliks, who, 
in the present arrangements, are the only 
people who have a vote. 

In the settled areas, the religious lead
ers of the Jamaat-e-Ulema-i-Islam have a 

hold in the south of the province , and the 
PPP gets scattered support . Left-wing Pa
than nationalism, however, is strong. 

The National Democratic party of Mr 
Abdul Wali Khan , a grand old Pathan 
leader, is moving farther left. He is now 
outspokenly pro-Kabul and anti-refugee. 
The left sees the Afghan refugees as 
stooges of the Americans , the Pakistani 
government and the Jamaat-i-Islami and , 
therefore, as a fundamentalist army of 
u<.:rnpaliun whkh " patriots" will have to 
fight some day. The frontier 's other grand 
old man who could well become a politi
cal force is the former military governor , 
General Fazle Haq. He is a popular man 
who ran an efficient administration that 
got a lot of development work done . He 
was dismissed in early 1986 and by law 
has to wait two years before entering the 
political ring. 

Oh for a quiet life 
The fever has to abate if Pakistan is to realise its potential 

Pakistan is getting harder for any govern
ment, military or civilian , to run. The 
forces in the three less populous prov
inces that do not want to be pushed 
around by a Punjabi-run central govern
ment are getting stronger. The old power
brokers-the feudal lords and tribal lead
ers-are getting weaker. And keeping 
order is difficult in a country where the 
civilians are almost as heavily armed as 
the soldiers .The present semi-civilian ad
ministration is an unsatisfactory compro
mise which pleases nobody except those 
who hold office. It provides the country 
neither with the order that previous mar
tial-law governments kept nor with the 
outlets for discontent that a political re
gime offers. 

It is , of course, possible that this ar
rangement may lead to a fully fledged 
political system. The president now says 
that a fresh election will be held in 1990, 
and, in theory , there is nothing to stop 
Miss Bhutto and her people contesting it . 
But it is remembered that , when Presi
dent Zia took power in 1977, he said he 
would hold an election within 90 days. 
And, anyway, are elections really likely 
to decide the fate of Pakistan? 

Miss Bhutto appears to believe that the 
army will eventually ditch the president 
and opt for her: that, in other words , at a 
time of crisis the soldiers might decide 
that only she could keep the country 
together. Her problem is that many pow
erful people persist in believing her to be 
a socialist: among the army officers, the 
religious lobby, the businessmen and the 
bureaucrats , she arouses feelings that 
range from suspicion to hatred. 

A third possibility might be a return to 

martial law without a civilian face-possi
bly with a different general in charge. For 
the moment , President Zia has no appar
ent rivals. But if his civilian experiment 
fails, he might go down with it. Pakistan's 
army is big and disciplined , and therefore 
better equipped than most third-world 
armies to run a country. It has done it 
before, each time it reckoned that the 
politicians had made a mess . It may well 
do it again .Soldiers are good at managing 
unmanageable places in the short term, 
but military intervention rarely , if ever, 

Which is it to be? 

solves long-term problems. For that , the 
country needs a period of boring, predict
able politics. 

Pakistan has to decide what Islam 
means to it. Religion was Pakistan's rai
son d'etre; but that does not mean it neeci 
become a strictly doctrinaire Islamic 
state. Faith can be a unifying force ; but 
imposing one variety of Islam on a diverse 
lot of Muslims will not necessarily bring 
them together. 

Pakistan needs to work out the rules of 
the political game. Its governments have 
treated its constitutions and laws with 
cavalier disrespect . Yet respect for sys
tems and procedures is essential for the 
peaceful achievement of political change. 

Elections would help Pakistan to find 
out how badly its provinces want more 
autonomy. Its governments, like all au
thoritarian regimes, have centralised pro
gressively; military governments will con
tinue to do that , because they only know 
how to operate through centralised 
hierarchies. 

The Karachi riots are another reminder 
to the government and everybody else
of the edgy, violent nature of Pakistan's 
society. That prompts its businessmen to 
seek quick returns , whatever their 
source; it inhibits them from making long
term investments. It has led to a religious 
policy that is supposed to unify the peo
ple , but which may divide them further. It 
produces factions that stand in the way of 
democratic evolution . Pakistan needs
and deserves-a tranquil respite; but how 
is that to be achieved when its people , 
fearful of the future, live in a constant 
state of excitement? 
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For those who have 
had more than enough 
facts about doing business · 
in Pakistan, and would 
now like to get down to 
some number-crunching, 
here are some numbers. 

54954, 511732, 25620 
CHASE PK. 

The first is the telephone number of Chase in Lahore, the second our 
number in Karachi and the last our telex there. Contact us if you're thinking of 
doing business in Pakistan and need advice, assistance or both. .1111111a.. 

Of course, you can also contact us through any of our offices in ■ ■ 
the U.S.A. or overseas, should you decide not to wake us up in the ..._,, 
middle of the Pakistani night. CHASE 
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SCIENCE/SCOPE® 

U.S. Army Cobra helicopter pilots will be able to fly round-the-clock combat missions, thanks to an 
advanced night targeting system. The new COBRA-NITE system, called C-NITE, augments the existing 
Airborne TOW anti-tank missile system. It includes a forward-looking infrared sensor which permits 
gunners to see through darkness, smoke, haze, and bad weather to fire TOW missiles. The sight also is 
equipped with a laser rangefinder which directs cannon and rocket fire with increased accuracy. 
C-NITE fires and guides the TOW 2 missile which features improved IR guidance and a more lethal 
warhead. Hughes Aircraft Company will deliver the first C-NITE systems under a preproduction 
contract to the U.S. Army. 

Cable TV subscribers in Northern California will get improved service with a new microwave system 
that distributes 40 channels from one centrally located site, near Davis, to hub sites in four non
contiguous communities. The new Amplitude Modulated Link (AML) system, developed and built by 
Hughes, makes it feasible to cluster Woodland, Winters, Dixon, and West Sacramento, each ranging in 
size from 900 to 13,000 homes, into one system serving nearly 30,000 homes. The array handles video, 
FM radio, and signal control data without the expense of cable trunks and other equipment and building 
facilities. Sonic Communications, the second-largest independent operator of multiple cable TV systems 
in California, expects that the system will bring both capital cost savings and operating economies. 

In its first launch at maximum range, an AMRAAM missile scored a direct hit on a target drone to 
continue an unbroken string of six successful guided launches in the full-scale development program. 
The Advanced Medium-Range Air-to-Air Missile carried instruments rather than a warhead. It was 
fired in a slightly offset head-on attack by an F-15 aircraft flying near the speed of sound about 36,000 
feet above the ground. The QF-100 target was traveling at the same speed and altitude. Using data link 
commands from the F-15, the missile made a mid-course heading change to compensate for a turn 
made by the drone. As it approached the target, the AMRAAM automatically switched to its on-board 
active radar to guide itself to the intercept. Designed and manufactured by Hughes for the U.S. Air 
Force and Navy, AMRAAM is slated to replace the heavier Sparrow missile now in use. 

Hughes has donated a trophy for excellence in air traffic safety. The trophy, named for the pioneer Air 
Traffic Controller, Glen A. Gilbert, has been donated to the Air Traffic Control Association and will be 
presented annually by the Association to an individual for a lifetime commitment to excellence, 
professionalism, and outstanding achievement in aviation and air traffic safety. The trophy stands 
almost three feet high and is made of crystal and silver. Hughes is a corporate member of the Air Traffic 
Control Association. 

Hughes Research Laboratories needs scientists for a spectrum oflong-term sophisticated programs, 
including: artificial intelligence knowledge-based systems and computer vision; applications of focused 
ion beams; electron beam circuit testing; liquid-crystal materials and displays; nonlinear optics and 
phase conjugation; submicron microelectronics; plasma applications; computer architectures for image 
and signal processors; GaAs device and integrated circuit technology; optoelectronic devices; and 
materials and process technologies for high-speed infrared detection and optoelectronic applications. 
Send your resume to Professional Staffing, Hughes Research Laboratories, Dept. S9, 3011 Malibu 
Canyon Road, Malibu, CA 90265. Equal opportunity employer. U.S. citizenship required. 

For more information wr ite to : P.O. Box 45068, Los Angeles, CA 90045-0068 
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© 1987 Hughes Aircraft Company AIHCRAF Tl OMPANY 
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INTERNATIONAL 

'SOUTH KOREA 
/~ 5 I~ 

Don't be afraid of democracy 

South Korea's industrial success has been widely applauded. How is it 
doing politically? Our special correspondent reports from Seoul 

The first president of South Korea was 
forced out of office by riots. The second 
was shot dead . The third was deposed by 
the army. The fourth, Mr Chun Doo 
Hwan, says he wants to be remembered 
as the president who · transferred power 
peacefully to his successor. The sort of 
government that will follow him if he 
keeps his promise to step down next 
February is the issue now dominating 
South Korea's politics. 

South Korea is not a democracy, but 
friendly westerners trying in their pre
sumptuous way to nudge it more clearly 
into the ·free world are reluctant to call it 
an authoritarian state. That is what it is. 
Parliament has a opposition, but its mem
bers tend to watch their language for fear 
of being accused of being disloyal to the 
country and ending up in jail. Foreign 
newspapers are allowed in uncensored, 
which is not all that common in Asia, but 
local newspapers have to follow govern
ment "guidelines". Speech is free, in 
private. Koreans at a lunch party, even 
those working for the government, will 
talk frankly of policies they call dictatori
al. Outside in the street a gathering that 
the government disapproves of is being 
suppressed with truncheons and tear-gas 
by the alarmingly efficient police. 

Since the president has almost total 
power, it is not surprising that he gets the 
blame for blooded heads and smarting 
eyes. Koreans, especially the young, 
touch the top of their head when they 
mention his name, to indicate that he is 
stupid; he is not, but this is the most 
disdainful of gestures in a society where 
the scholar is esteemed. His predecessor, 
the assassinated Park Chung Hee, who 
ran a far more repressive government 
than Mr Chun's, is now said to have been 
the more able president. Even Syngman 
Rhee gets a nod for his patriotism before 
he became corrupt. 

Mr Chun is said to complain in private 
that his achievements have not been re
cognised. This may be true, although the 
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fault may be his own. He comes over in 
public as cold and aloof. When he visited 
London last year, he declined to meet the 
group of journalists who had been invited 
to hear his plans, and sent his secretary 
instead. But being aloof is no crime. Mr 
Chun may be remembered, and envied, 
as a Korean Henry VII. The king got his 
crown in the medieval equivalent of a 
coup, having defeated Richard III at the 
Battle of Bosworth, and fretted about the 
legitimacy of his rule. Yet he brought 
peace to the country, and his successor 
was able to take over a stability that had 
not existed in England for 100 years. 

Whether this is the way Mr Chun will 
pass into history does, of course, depend 
on what happens during the remaining 
months of his presidency. Before he goes, 
he wants to reduce the presidency to a 
mainly ceremonial role, so that executive 
power passes to the prime minister. He 
says it is bad for a country to be run by 
one man in power for a fixed term. Better 
to have a prime minister who can, if 

More give and take? 

necessary, be-thrown out by parliament. 
This at first sounds plausibly inviting, 

especially to a visitor from a country 
where such a system is in operation. But 
South Korea is not Britain, with its long 
history of civilian rule and the unques
tioning willingness of its governments to 
give way if defeated in a free and fair 
election. Soldiers have had ' the last say, 
either directly or indirectly, in the way 
South Korea is governed for most of the 
39 years of its existence. Their intentions 
have been patriotic, but that is not the 
same as democratic. Mr Chun encourages 
the belief that he wants the military link 
to continue after his own going by letting 
it be known that his choice for prime 
minister would be Mr Roh Tae Woo, 
who, like Mr Chun, is a retired general. 

Critics of Mr Chun's plan say that the 
country would end up with another strong 
man with military leanings, not very much 
different from himself, even though he 
had a different title. A prime ministerial 
system is not in itself a guarantee of 
democracy. One was tried between presi
dents in 1960 but was thrown out in a 
military coup after a few months. 

Most opposition politicians want power 
to remain with the president, but one 
elected directly instead of, as now, indi
rectly though a "college" system of some 
5,000 elected delegates (which, says the 
opposition, favours the government par
ty). For months the government and the 
opposition have been tediously arguing 
about what changes should be made to 
the constitution. This week the govern
ment, by a process of verbal attrition, 
seemed to have won a number of opposi
tion politicians to its view, splitting the 
main opposition party, and Mr Chun may 
be able to claim the consensus he seeks. 
But in democratic terms the argument has 
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been largely meaningless. 
Either system, whether run by a prime 

minister or a president, could produce a 
decent government if the will is there. 
Free the press, empty the jails of political 
prisoners, give the opposition parties the 
same opportunities as the government to 
explain their policies on television, keep 
the bureaucracy neutral and limit the 
army to its task of defending the country. 

There is a widespread desire in South 
Korea for an unambiguous freely-elected 
civilian government. It is tempting to 
ascribe this to a "middle class" of rising 
expectations. But there is little evidence 
yet of a bourgeoisie of the sort that, in 
Europe, became the main force of demo
cratic change. Ask a Korean with a de
cent standard of living what class he is in 
and, when you have tried to explain what 
you mean, he will say, "upper class". A 
vigorous working class, only one genera
tion away from the peasantry, has been 
created by South Korea's sudden indus
trial revolution. It is literate, and recep
tive to political ideas, but it has few ways 
to express them. The trade unions are 
small and officially discouraged. 

It is these people who have excited the 
attention of clandestine left-wing groups, 
which talk of them as the min-Jung, 
roughly "the proletariat". A lot of the 
left's propaganda draws on the outmoded 
ideas of Herbert Marcuse, the Lenin of 
the 1960s. But it frightens the govern
ment, and this may account for the savage 
treatment of left-wing students who dare 
to carry their message into the streets. 
Privately, the government is worried 
about the possible emergence of an urban 
guerrilla movement, but security is such 
that if one were formed its life would 
probably be brief. 

The real opposition is not covert, at 
least no more than it needs to be. The 
best known of its leaders are all confus
ingly called Kim. Mr Kim Young Sam is a 
courageous politician who has swallowed 
his share of tear-gas and once went on 
hunger-strike for nearly a month as a plea 
for democracy. Mr Kim Jong Pi! is a 
former prime minister who is said to be 
trusted by the generals. Then there is the 
formidable Mr Kim Dae Jung. He is a 
former industrialist who stood for the 
presidency in 1971. He got 44% of the 
popular vote, and claims he would have 
won if the election had been fair. 

This Kim has spent five years in jail on 
various political charges. He was sen
tenced to death for alleged sedition, but 
the sentence was commuted into life 
imprisonment and later suspended. He 
was allowed into exile in the United 
States in 1982 and returned in 1985. He is 
not supposed to take part in politics. His 
home, in a western suburb of Seoul, is, he 
says, bugged, his telephone is tapped and 
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his mail examined before delivery. Visi
tors are photographed by the security 
police, who occupy four houses in the 
street. 

Much of the time Mr Kim is under 
house arrest. When he isn't, and he goes 
out, his car is followed by three police 
cars. His is a famous name in South 
Korea, but few Koreans have much idea 
of what he looks like. Visitors to the 
country unfamiliar with its restrictions on 
the media may be puzzled that pictures of 
Mr Kim show him -only from the back. 
Don't blame the photographer for incom
petence. Front-view pictures of Mr Kim 
are forbidden. 

Despite his ordeals, Mr Kim Dae Jung 
retains a sense of restraint, thereby at
tracting abuse from radical students. 
However, he knows that the army dislikes 
him and would probably refuse to allow 
him to be president. He has said that if Mr 
Chun agreed to a direct election for the 

Chun has his eyes on history 

presidency he would not stand even if the 
ban on his political activities were lifted. 
Undoubtedly he would like to be presi
dent, and it is a commentary on the state 
of the country that such a man has to 
accept that he cannot be a candidate. 

Few conversations in South Korea get 
very far without a reference to the Olym
pic Games, which take place in Seoul in 
September next year. The Koreans are 
immensely pleased, and still slightly sur
prised, that they have been given this 
lollipop. They are planning an extrava
gant party and are worried that the jeal
ous neighbours will spoil it. North Korea 
is capable of any villainy, even flooding 
Seoul by opening a dam it is building just 
over the border. A state of almost-war 
still exists between the two countries 34 
years after the shooting war ended. The 
sirens wail across Seoul in a strictly ob
served practice alert every month. 

A less advertised worry about the 
Olympics may be the presence of 12,000 

INTERNATIONAL 

foreign journalists in the country. When 
they get bored with yet another display of 
synchronised swimming, they may look 
around for some stones to turn over. 
They may compare South Korea with 
other societies that exist in freedom even 
when there is an enemy at the gates. West 
Germany manages it. So does Israel, the 
threat to whose existence is far greater. 

Of the foreigners with an interest in the 
country, the most interested and perhaps 
the most concerned are the Americans. 
South Korea would not exist in its present 
form but for the United States, which 
contributed by far the largest number of 
soldiers to the United Nations force that 
pushed back the North Korean invaders 
and their Chinese helpers in the war that 
ended in 1953. More than 33,000 Ameri
cans were killed in the war. America 
maintains a garrison of 40,000 soldiers 
there now. America takes some 35% of 
South Korea's exports. South Korea is 
one of the bits of Asia that the majority of 
Americans feel they know something 
about, even if it is only from watching 
"Mash", the ever-running serial about 
the Korean war on television. 

Nevertheless, American influence in 
South Korea is probably exaggerated. 
Older Koreans are weary of being grate
ful. Younger ones find it smart to be anti
American. Mr Kim Dae Jung says he is 
disappointed that the Americans have not 
put the same pressure on Mr Chun that 
they put on Mr Ferdinand Marcos, the 
deposed president of the Philippines. But 
Mr Marcos was tottering, his economy in 
ruins, his army in revolt, a million people 
in the streets: even God seemed to be 
frowning before the Americans gave Mr 
Marcos the thumbs-down. The rumblings 
of discontent in South Korea are not 
comparable. The United States would 
like its little friend to be free, but knows 
its limitations. 

So far this article has almost managed 
not to mention the economy. This is a 
much-told rags to riches fable, much of it 
surprisingly true. All that need be said is 
that the Koreans are chirpily optimistic 
that for at least another dozen years, say 
until the year 2000, they will stay ahead as 
the bargain-house of the world. Anyone 
who wants a cheap but well-made looka
like of a western product will beat a path 
to their door. After that, they will have to 
think up some ideas of their own. That, 
they think, should not be difficult for the 
country that used movable type before 
Gutenberg, had an observatory in the 
seventh century and built an armour
plated warship in the sixteenth. In their 
patents registry they say they have ideas 
that would knock you back. 

There's nothing much amiss with Kore
an commerce. Politics has a long way to 
go to catch up. 
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Cambodian farmers loading a cart during rice harvest. Because of bad weather coitditions, a shortage in the harvest is expected this year, 

Cambodia Is Short of Everything but Vietnamese 
By BARBARA CRQSSETTE 

Speci•I to The New von: nmn 
PHNOM PENH, cambodia - Even 

a powerful private or "parallel" econ- uncollected, prompting a recent chol-
omy, Phnom Penh residents say. Al- era scare that led lo sanitation assist-
most anything in the capital can be had ance from an international agency. 

th.e weather conspires against the bat
--~-'-=•,.,=======,i,-,,=Tl I lered natJon of Cambodia, which ls al-
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for a price, Including a "ticket" to Electrical services continue to 
Bangkok on a Thai fishing boat for ~ngkok degenerate, while corrupt officials,Jap 
$400. supplies to sell privately. Others just 
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lowed by late heavy rains In Asia may 
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, exact the worst natural toll oo food pro-
\ ductlon since the Vietnamese-backed 

the black market; they finance exports· At the small Psar Depot soap facto-
and Imports ; they dominate and ry, a model technology project -being 
manipulate the exchange rate.'' Cholon assisted by the Mennonite Central 
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regime came to power in 1979, officials 

Ster ' g F heresay. 

Y . lll ~om The influx of thousands of Vietnam-
J.' ese Immigrants has also distressed 

Is the Chinese section of Ho Chi Minh Committee of Akron, Pa., plant man- · 
City, formerly Saigon. . agers say they have frequent power 

The number of Vietnamese who have cuts, amounUng on average to three 
moved here since Hanoi's forces over• days' work loss a week. Those who can 

many cambodlans. And Cambodia Is In '•rb - B ' trouble with its major. aid donor, the 1 n a. ,. onus. Soviet Union, for reportedly "wasting" 
, assistance from Moscow. 

threw Pol Pot in 1979 is a mafter of con- afford it tum to private generators, 
troversy In cambodla. giving the city a misleading look of Im-

The Government insists that the n.Nnvonnmn10ec..ii,iN1 provementatnlght. 
Vietnamese, numbering no more than c;:ambodian officials say the coun-
60,000, are retu·rntng families who had Phnoff:\ Penh's free-trade market try's iSolation - outside the Soviet 
be_en expel1ed in the ~arly 1970's In a haa many We■terri and Thai bloc, only India recognizes the Govern
wave of Cambodian nationalism. Offi- good■. · ment Hanoi installed .- is causing its 
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,The country's Deputy Planning 
Minister, Nhlm Vanda, told reporters 
with unusual candor that Cambodia 
was not turning Soviet investment Into 
exports to Moscow fast enough. He im
plied that -Soviet aid was given only for 
the sake of procuring tropical goods, 
especially timber and rubber. 

Rice Shortage Preclicted 
Although green rice fields seem to 

blanket the countryside, a shortage of 
200,000 tons Of rice is predicted for this 
year. In 1985, a 400,000-ton shortfall 
was forecast but did not occur, prompt
Ing skepticism In the region about this 
year's prediction. · · 

In addition, the prices· of some staple 

~~; ain::i;~e~v~~:!fae~ fe':1~o~~: 
tor a variety of reasons including loca_l 

cials say the newcomers, many born _____________ ~ people to suffer. But some develop--
here, represent Only one-tenth of the Pot regime so decimated the country ment experts question whether the 
population of clerks and bureaucrats and its people that development can be- country could absorb much aid, given ~rinl~:i1 t!ro:~:;~n~

8
~~~1al gov- gin only slowly. ~~o;~i::ls.of managerial skills and 

Some resident foreigners disagree. Public Services Deteriorate In addition, some experts say, the 
One described the Vietnamese now ar- Residents 'of Phnom Penh ~ay, how- thinking of development planners Is 
riving as a "new tribe" coming to set- ever, that the Government, preoccup- possibly a decade oul of date, still 
tie the land, fish the waters and profit pied with political orthodoxy, allowed rooted in the age of big projects that 
from the markets. the already minimal public services to are not appropriate to Cambodia's 

100,000 New Vietnamese deterlorate .. Garbage rots on sidewalks s~aller-scale needs ~nd skills. 

Foreigners say that while the pres
ence of the Vietnamese Army has been 
much reduced In Phnom Penh, there 
are probably more than 100,000 new . 
Vietnamese civilians concentrated =• \ 
here, In the. eastern provinces and in ~ ~ 
Kompong Som. ,-, • 

A stroll along Phnom Penh's Mool• 
. vong Boulevard and nearby streets 

The regime has 
failed to improve 
food. services and 
skills. 

, confirms this lmpressloo. In a newly 
opened beauty salon, the manicurist 
and hairstylist were recent migrants 
from Ho Chi Minh City. The shop man-

~:;:~ ~.~:~a!~~w~:1== ~h 
, could not find locally. _.-~,,~ 

Around the corner at a well-equipped -~ •:J,,,;.._ 
dental clinic, the family in charge was ~;. 
Vietnamese, and In other shops the 
story was the same. 

corruption, officials concede. Prices, Most foreigners questioned in 
may rise higher i_f and when the Phnom Penh rejected the assertions of 
drought's effects are felL Prince Norodom Sihanouk and other: 

Ofllcials say the Cambodian people Insurgent leaders that Hanoi ls Intro-I 
are already getting less than the mini- dl:lcing hundreds of thousands of Viet-: 
m·at nutritional requirements recom- namese as a matter of policy to change' 
mended by international org~nizations, the demographic and cultural charac-, 
alth~gh their country is fertile and un- ter of cambodla through settlement'. 
derpopulated. . and Intermarriage. [ 

The population was decimated by up- Nationalist Feeling Emerges · 
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who heads the main guerrilla group· and isolated country said their impres~ 
fighting the Vietnamese-Installed Gov- slon was that the growth of Vietnamese 
ernmenL . . businesses at the expense of Cambo-

But Cambodia is lacking not only in, dians did exist and was fueling some 
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Cambodian farmers loading a cart during rice harvest. Because of bad weather collditions, a shortage in the harvest is expected this year, 

Cambodia Is Short of Everything but Vietname 
By BARBARA CRQSSETTE 

Special to The New Yori; Tlmu 

a powerful private or "parallel" econ- uncollected, prompting a rece 
omy, Phnom Penh residents say. Al- era scare that led to sanitatior 

PHNOM PENH, Cambodia - Even 
the weather conspires against the bat

-------~'--,-,========.,.,.,,==-11 te.red nation of Cambodia, whlc.11 is a1-
. ,'\_JTof c oiN1Nc; ca~ss w.o~Ks s1Nn 1~u. ready short Of money, expertise, labor, 

most anything in the capital can be had ance from an international ager 
for a price, Including a "ticket" to Electrical services conth 
Bangkok on a Thai fishing boat for degenerate, while corrupt offic 
$400. supplies to sell privately. Otho 

COLLECTION OF EUROPEAN MASTERPIECES. ' :;i~~::i~~!c!i~~-communlcatlons 
A foreigner based here summarized steal power. Elevators have a 

it starkly, saying: function In hotels. The waters· 
"The merchants from Cholon control unreliable. 
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A longer than usual dry season fol
lowed by late heavy r"ains in Asia may 
exact the worst natural toll on food pro
duction since the Vietnamese-backed 
regime came to power in 1979, officials 
here say. 

The influx of thousands of Vietnam
ese Immigrants has also distressed 
many Cambodians. And Cambodia is in 
trouble with its major. aid donor, the 
Soviet Union, for reportedly "wasting" 
assistance from Moscow. 

M~:ter~~~~~f tan~~~~d :;~~~~~ 
with unusual candor that Cambodia 
was not turning Soviet investme~t into 
exports to Moscow fast enough. He im
plied that Soviet aid was given only for 
the sake of procuring tropical goods, 
especially timber and rubber. 

Rice Shortage Predicted 
Although green rice fields seem to 

blanket the countryside, a shortage of 
200,000 tons of rtce Is predicted for this 
year. In 1985, a 400,000-ton shortfall 
was forecast but did not occur, prompt
ing skepticism iri the region about this 

ye;:~fJ;~~.t~:· ~rices' o~ some staple 
foods and other consumer goods have 
risen abruptly over the last few months 
for' a variety of reasons including loca_J 

the black market ; they finaoce exports· At the small Psar Depot soa 
and imports; they dominate and ry, a m0pe1 technology proje< 
manipulate the exchange rate." Cholon assisted by the Mennonite 
is the Chinese section of Ho Chi Minh Committee of Akron, Pa., pla1 
City, formerly Saigon. . agers say they have frequen1 

The number of Vietnamese who have cuts, amounting on average t 
moved here since Hanoi's forces over- days' work loss a week. Those , 
threw Pol Pot in 1979 is a matter of con• afford il turn to private gen 
troversy in Cambodia. giving_ the city a ml~leading loo 

The Government insists that the ThcNewYOBTirne,, 0ec. u.iM, provement a~night. 

~~~~!~ie~~rr;::::iragm~~e:~~o t:~ Phnom Penh's free-trade market tJ:n:~;~~n o~c:~~si~~y t~~ 
been expeUed In the early 1970's In a has ~any Wcsterri and Thai bloc, only India recognizes the 1 

wave of Cambodian nationalism. om- good.a. , ment Hanoi installed .- Is cau 
clals say the newcomers, many born,_ ____________ _, people to suffer. But some < 
here, represent Only one-tenth of the Pot regime 50 decimated the country ment experts question whetl 
population of clerks and bureaucrats and its people that development can be- country could absorb much ait 
~':1rim~\~:St!ro~~:~nta:~:~nlal gov- gin only slowly. ~~o;~i~~~.of managerial sk 

Some resident foreigner's disagree. PubUc Services Deteriorate In addition, some experts ! 

One described the Vietnamese now ar• Residents 'of Phnom Penh ~y, how- thinking of development plan 
riving as a "new tribe" coming to set- ever, that the Government, preoccup-- possibly ·a decade out of da 
tie the land, fish the waters and profit pied with political orthodoxy, allowed rooted In the age of big proje< 
from the markets. the already minimal public services to are not appropriate to Carr 

100,000 New Vietnamese deteriorate . . Garbage rots on sidewalks s~al1er-scale needs and skil1s. 

Foreigllers say that -while the pres
ence of the Vietnamese Army has been :<' 
much reduced In Phnom Penh, there · ,\ 
are probably more than 100,000 new · '. \ 
Vietnamese civilians concentrated -~ 
~~~~~~i~~~stern provinces and In r ~ \ 

A stroll along Phnom Penh's Mani
vong Boulevard and nearby streets 

The regime has 
failed to improve 
food, services and 
skills. 

r confirms this impression. In a newly 
opened beauty salon, the manicurist 
and hairstylist were recent migrants 
from Ho Chi Minh City. The shop man
ager said she had hired them because 
they were "very mod," with talents she 
could not find locally. 

Around the corner at a well-equipped 
dental clinic, the family in charge was 
Vietnamese, and in other shops the 
story was the same. 

corriiptlon, officials concede. Prices1 Most foreigners questioned in 
may rise higher if and when the Phnom Penh rejected the assertions of 

drgf~~~:~:f::~t~::~d:~bodian peopJe rn~~~;e~
0
1~c:13e~s ~~ha~n~~~o~~~ r~r:! 

are already getting less than the mini- ducing hundreds of thousands of Viet•: 
m·ai nutritional requirements recom- n8.mese as a matter of policy to change' 
mended by International org1_mizations, the demographic and cultural charac-. 
alth~gh their country is fertile and un- ter of Cambodia through settlemen~ 
derpopulated. . and intermarriage. I 

The population was decimated by_ up-- Nationalist Feeling Emerges ' 

~~~i-~:~1 :C,~~ea~~;~!~d:{ ;~f i~~~ But some diplomats in this secretiv~ 
who heads the main guerrilla group· a!1d isolated country said their lmpres~ 
fighting the Vietnamese-installed Gov- s1on was that the growth of Vietnamesei 

ment : businesses at the expense of ~ambo-
er:ut cftmbodia Is lacking not only in! dlans did exist .an~ was fueling some 
numbers but in the "technological and· nationalist str~ms m the Government. 
entreprenurfal skills needed for devel- Many Cambo~:hans seem to~Ueve t~at 
opment. Hs 1l·teracy rate is about 20 ethnic Vietnamese or Chmese-V1et-
percent, one o the lowest in the region. namese get preferences in rentin~ 67 \Vest 47th -Street·,, NYci:·, .. ,.;12 

Unlike Vietnam, · Laos and other shops or in other dealings with om-; , 4 
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changes. Almost all industrial produc- Cambodian produce IS bemg bo~ghtlt..-•o-u_,_-o_f,._,_•t•e------m·•-=="'• =-=·=· =;=l·\';=·' =~:4tf',,., =· ·=,-11C=cept=' ==ed='= 
lion remains under state control, che~ply or commandeered by Hanoi. . 
though family businesses are encour- Vietnamese are reported to be buy.-
aged to Increase consumer goods. ~~!nss~:~ l~tac~is~~n~o ~h'f M~~~ ------------------------

Some Smuggling Tolerated City, where It is processed and ex

The Deputy Minister acknowledged 
that a certain amount of smuggling 
was tolerated by the Government be
cause it also met consumer demands 
and until recently kept the inflation 
rate low. Cambodia 's currency, the 

ported for profit. 
Rice may also be leaving the country 

in significant amounts, becoming a hid
den contributor to shortages here, refu. 
gees reaching Thailand say. Vietnam 
has chronic rice shortages. 

riel, ls much stronger than its Vietnam- Empty Trucks From Vietnam 
ese counterpart, the dong. The two cur- Travelers along the highway from 
rencies were at parity in 1986, but the Phnom Penh to Ho Chi Minh City, for
riel is now worth eight dong. merly Saigon, recently saw large 

The city's largest free-trade market trucks, bullock carts and even bicycles 
is fuJI of Thal and Western goods, many loaded with rice near the border cross-· 
of which enter the country through Koh ing at Bavat, all headed tQward Viet• 
Kong, an offshore Island in the Gulf of nam. Empty trucks were coming back. 
Thailand, or through the port of Korn- For Cambodians international aid 
pong Som. Reporters who p~id a rare workers say, the daily struggle for sur
vlslt to the southwestern port town .re· vival may have Intensified, not less
cently saw large new houses rlsmg enecl, over the last few years. 
everywhere. "Most Cambodians eat only a bowl of 

But luxury consumer goods are not rice with a little fish for lunch a:nd din
distributed widely. Children in the ner" a resident of Phnom Penh said 
countryside want to look at and touch a Th~ average government worker's sal~ 
visitor's wa_tch. Aid workers say there ary ti8s dropped to less than $2 a month 
are few ra~10s._ at the unofficial exchange. rate most 

Economic f1gur~s here are nearly often used. A good bicycle, the stand
impo~sible ~o obtam, apart from those ard mode of transportation, costs more 
enshrme:d m the national plan ; the than $100. 
Plannln~ ~inistry has no statistics on "We realize that the purchasing 
Camh?dia s forelg_n debt, for example. power of people on fixed salaries is not 
So It 1s hard to fmd out exactly how quite up to the mark," Mr. Nhim Vanda 
large some shortfalls are, or the rea- said But he ruled out pay increases 
sons for them. sayl~g what the country needed to d0 

"The ne«;~s of Cambodia cannot be was to get more ·consumer goods Into 
calculated, Mr. Nhim Vanda said. circulation to reduce prices. 

With more and more of Its function- The Government's inabiJity lo re
ing businesses controlled by black- start the Cambodian .economy in nine 
marketeers, many of them Thai and years is thought to have several 
Vietnamese, the ~ountry Is dev~loping causes. The Government says the Po! 




