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EXECUTIVE SUMMARY

Pakistan is blessed with adequate Human, Natural and Physical resources, required to put her on
a sustainable growth trajectory. Besides other initiatives, China Pakistan Economic Corridor (CPEC)
project opens a unique window to achieve growth and development goals along with challenges in
socio-economic, political, industrial, and legal fronts. The following document presents key messages
having policy relevance and actionable policy options, emerging from the 32" Annual General
Meeting (AGM) of the Pakistan Society of Development Economists (PSDE) held on December (13-
15), 2016, on the theme “China-Pakistan Economic Corridor and Regional Integration”. The messages
have been organised in the framework provided by the sub-themes of this year’s AGM:

The Chinese Economy

China’s big state owned banks work with the aim of curtailing poverty and unemployment.
Since China’s financial integration with South Asia has increased, which is mainly driven by
economic integration, Pakistan needs to further strengthen its financial sector. Since the existence of
private banks depends heavily on explicit support provided by Central Banks, there is a strong
argument for public banking, as in China. At the same time, public banks in Pakistan have displayed
some inefficiency, as well as corruption. Stronger integration of public & private banking, perhaps on
a Chinese Model, would be very desirable.

Domestic and Regional Political Economy

China has emerged as a key economic and political player in the region and Pakistan stands to
benefit from its alliance with China. At the same time, Pakistani firms will face increased competition
from their Chinese counterparts. The effectiveness of the existing domestic training and vocational
institutes must be increased. Incentives given under the framework of CPEC must be clearly tied with
tangible performance and efficiency targets to limit the adverse effects of rent-seeking. The evidence
also suggests that actual implementation of bilateral agreements do not reap their full benefits due to
lack of effective political leadership, institutional weaknesses, and capacity and resource constraints.
Consultation with the federating units is a must to ensure uniformity of gains and increased stability
within the region.

Role of Connectivity and Infrastructure Development in Regional Integration

Pakistan is located on a very important corridor joining China, India, the Middle East and
Africa. Pakistan can take the advantage of it location through bridging the spatial divides. Further it is
important to integrate domestic value chains with global value chains by harmonising customs
procedures and transit rules to ensure smooth flow of road container traffic. Steps should be taken to
promote intermodal (truck and rail) transportation, from port cities up north because intermodal
transportation is more efficient, and green, compared to only trucking. Studies to improve efficiency
of transport sector are required. Also regional barter agreements, bilateral or trilateral, can
substantially help to eliminate problems created by shortage of foreign exchange.

Dynamics of Labour Markets With CPEC

Several economic zones are planned in the CPEC that are expected to create million-plus jobs in
new and diverse economic activities. These jobs would require wide-ranging technical skills. Thus
there has to be a focus on imparting skills to the local workface to work even in the Chinese managed
projects, ensuring legal cover for the workforce through making direct reference to ILO obligations in
FTA, adding non-lowering of labour standard clause in the FTA, and developing a Labour Market
Information & Analysis System (LMIAS).






