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ARTICLE INFO ABSTRACT

Article history: Traditionally Pakistan and China enjoy very cord&htions, China now is Pakistal
Received 26 July 2016 Accepted 21 largest trade partner. In 2013, China and Pakiatared to create one road one
September 2016 Published 30 project known as China Pakistan Economic Corridinking north western in Chir
September 2016 Kashgar to Pakistan Gwadar Port via railway, roadd Gas Pipeline network,

Gwadar where China is constructing the Special Beoo Zone. South and East A:
are two sub regions of Asia and the conceptualizighis project is connectivity

Keywords: between South Asia and Central Asia. During theeaesh, the focus was on t
China Pakistan Economic Corridor, internal and external challenges on proposed CRiéistan economic corridor a
issues on CPEC, internal and external Gwadar port. This paper attempts to explain thdlemges, due to surity issues,
challenges culture difference between China and Pakistan,ggnissues, political issues, confl

in Baluchistan and Kashmir area, tribal issuesaiughistan and Khyber Pakhtunkhy
and external pressure. This research attempts plaiexthe conteiporary issues of
ChinaPakistan from a rational perspective, the qualiattudy explores the multip
internal and external challenges that both cousitan face during the project, are
only the empirically identified but also comprehigrfy addessed in term of the
policy. However, this project is a game changerictvlwill transform the fate of bof
countries, especially Pakistan. This study helpsnlyze specific issues, strategic
on the corridor and at the end suggestions foretichglenges

INTRODUCTION

China, Pakistan economic corridor forms an integaat of the “Silk Road Economic Belt”. Silk road
Silk route is a connecting network of roads railways of culturaltransmission and trade routes ¢
communications. That was central to cultural intéoa through regions of Asia, which is connectthg East
and West areas. (wikipediBpkistan and China have a long historycooperationin almost all aspects.lIt
doesn’t matterits defense, economic, tra politics or diplomacy. Both countrieckave a long history of
cooperation for mutual benefit from defense cootp@mao trade partnership, and both countries Haarefited
from this coopration. In 2008, Pakistan singeFTA) Free Trade Agreement withhina. First time China
Pakistan Economic corridor (CPEC) discussed in -May and signed a (MoU) memorandum
understanding to construct the economic corridemfKasghar to Gwad.

The successful agreement on the visit of Chinessigent to Pakistan from -21 April 2015 provided the
New Strategidartnership Framework for Ch-Pakistan cooperation for the coming decades o€®EC. The
singing of economic project worth 46 bin US$ in infrastructure, energy sector, communicaetector, e. It
is Starts from, Xinjiang province Kashgar (Chitand passes through Pakistitnconnects tr ports of Gwadar
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and Bin Qasim port Karachi (Pakistan). The initiabperation structure of CPEC is growing as (a)dlmyng
and operationalizationof Gwadar port (b) Creatingergy, solar energy, oil and Gas, wind (c) Building
infrastructure (d) Enhance Chinese investment ikisan (e) Export minerals & Livestock (f) Touris(g)
Goods and services (h) Transportation.

China Pakistan economic corridor will benefit méman 3 billion people in these local regions thitotige
regional connectivity. It is not a single road aadway track, it intends to create the socioecoicosynergy
between the development of Pakistan territory wheyeld be projects taken. These strategic corridakgsage
a multibillion master plan to construct until 20@®eking University, 2015). China Pakistan Econo@acridor
is geo strategically important for Pakistan as waslichina. CPEC is very important in Geo-stratsgitse. It is
close to Afghanistan and Central Asian statesutaré, the corridor will prove an economic hub a@ndill
provide an easy access in the central Asian stakescorridor will design in the Indian Ocean, AmbSea and
Persian Gulf. Most of the oil routes pass through Arabian Sea, in addition, CPEC has a direct laute
access to the Central Asian states, which Iranladé Don’t have. Words of Chinese president “th t
countries are presented with a great opportunithuild the China, Pakistan community of commontidgs
and set a great example for efforts by China adatghboring countries” (Akhilesh Pillalamarri,1X)

Pakistan would be a conduit for the export of Chineroducts from the western and central regiods an
alternate route to receiving petroleum suppliesnfrine Middle East, minerals and new raw materiafr
Africa and other products from Europe. The CPEQ wgitluce the travel distance between china and ianab
Sea by 85 % when compared to transportation thrdbglstraits of Malacca. China will construct 400
long railroad network from Kashgar to Gwadar, tbastruction of 12-13 special economic zone, newgzb
pipelines and cable projects along the proposeddoor In addition, China fulfills 60% of its engrgieeds from
the Persian Gulf countries. The proposed oil arelpeline along the corridor will solve the energises of
Pakistan and China. The corridor can change thgliBh, Pakistan, and India) gas Pipeline into I@n,
Pakistan, China) gas pipeline. The oil and gas Isegpo China through Pakistan will save billiorfsdollars.
China’s Xinjiang province will be linked to the Aran Sea through this corridor. It is the shorfass$sible
route. The distance from Xinjiang to Gwadar is 028500 KM. The Theory that describes the benefit of
Pakistan China Economic corridor is the ClusterAgfglomeration theory. According to the theory, the
development of a cluster of interlinked businesd &mdustries facilitates economic competition irrieas
ways(Amy Cogan Wares, 2008). First, it multipligs fproduction of the industrial unit, secondlyiiings new
ideas and innovative technique in the field, andibh it generates new business activities. Thereidespread
consensus that such cluster brings innovation astéf competition among the companies, which iessary
for economic growth. Such cluster invites more andre and investment.The CPEC passes through the
epicenter of enormous supplying and consumptiortecenof the world that will transform the economic
fortunes of Pakistan. Baluchistan will get the mauim benefit from the corridor. It will transform Bahistan
into economic hub and it will bring peace and pestg in the entire region. It will bring the (FDBoreign
Direct Investment in the infrastructure developmemning and processing field in the province (Yafii2014).
The proposed gas pipeline will solve the energgexiof both countries. The Geo strategic locatibthe
project will provide an opportunity for China todgeclose surveillance over the Indian military @tgs in the
Indian Ocean. China will be linked to the warm wsatef the Arabian sea through this project, anig ithe
shortest possible route from Xinjiang to Gwadarcasipared to Chinese ports in the eastern parteotiina
and to the Indian ocean for Afghanistan and thett@eAsian states. This project is best alternagimergy route
to states like Azerbaijan, Kazakhstan, Turkmenistach Uzbekistan.

Route of CPEC
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Internal Challenges:

Pakistan is passing through a very difficult peribtvestment has dried up in Pakistan due to badaled
order terrorism, energy crises in Pakistan, pdalitiostability, conflict in Baluchistan, tribal ises, and after
Panama leaks.

Pakistan is the lack of unified national identigck to say, “Some people think let first get riche great
rhetoric of politics, lack in the quadratic assigmmto do transfer payment function of the cergalernment.
According to the 18 Amendment in constitution, 1973 has transferredigroto the provinces, which has
become more autonomous in their respective arezspif@ the formulation, change of east and wedf is not
rigorous, but around this project has acore dispdtethis issue need to pay more attention on dvereerage
during the project. The economy of Easter Pakigaelatively developed as compared to western sfdbe
Pakistan. Role of balance of this project in thenenic layout, development of the backward aresesgthe
correction of care, it will cover the gap betwe@opand rich, but maybe the output and efficiendy mot be
same in Eastern and Western Areas. Claims,giviegtlorities of construction powers to western [mdtill a
ton of bricks, the provincial committee councilaased ultimatum “Will not allow to start any prdjée the
province “ just because of east and west constmigiroprieties. The project become translocatiotwéen
political parties. &, 2015)

Bad law and order in Baluchistan and Khyber Paktiwa, lack of proper infrastructure because ofrthei
mountains terrain is a hindrance for the smootlttioning of this project. Pakistan should provitie tequired
peace and stability for the completion of Chinaiftak economic Corridor. In insecure and violentkireg
environment, it will be hard for the Chinese workecomplete their tasks. In Pakistan, some Majotofa
project cannot meet their deadlines such as Caompnepotism and inefficiency impediment to launch
successful projects (Ahmar)

Four provinces respectively, there are living witleir own main ethnic groups with huge differendes,
language, culture, personality, and communicatigh @hinese is also a big hindrance.

Energy is the soul of modern machine age. Thess tlshnology has been changing day by day, the
machine has automated human life. However, witlautinues and reliable energy supplies to maintiaén
process of development are impossible. Shortagdeatricity is getting increase day by day, and ghiee of
electricity isincreasing day by day. Governmentsdoet know how to control this, and especially exdé
factors effect on this, so management cannot cbtiis. Figuratively, this is another factor wilffect the
performance of work, in 2015 two Chinese comparmjae the projects because of electricity shortages
shortage of power created more limits toward them@ab production and life.27 December 2007 on the
assassination of Benazir Bhutto has highlightethéomajor issues that are facing Pakistan todakisa may
face an energy crisis by the year 2007 followingltiy growth of 13% in electricity demand duringe tkast
session, which will erode surplus production ineadz® of empowerment of any new power generatioje@ro
during this year. The report maintained that thiéedince between the supply of electricity and dednis
estimated at 5900 MW by the year 2009-10 when @&tectricity supply will stand at 15,000 MW agaipstak
demand of 20,500 MW the country needs a quantunp junelectricity generation. Rawalpindi and Islamdp
both cities are facing 14 to 16 hours load sheddiepple in rural areas are suffering from 18-2@r&doad
shedding (Sarfraz Hussain, 2010). A short-term &genis not possible to reduce the possibilitieslazd
shedding, in future due to the contraction gap betwdemand and supply of electricity will be at higghest
point of consumption.

Pakistan, with a population of about 20 million plohas experienced a remarkable macro-economic
growth during the last couple of years, but the angiroblems of the Pakistan economy are still ureshl
Inflation is also a biggest problem in Pakistane Thovernment has been taking various measuresgthnooit
the year to keep control in the pricesof essemtiemhmodities but often it isuseless. Inflation regéers to a
general rise in prices calculated against a stanidael of purchasing power. The well-known meamert of
Inflation is the CPI, which measures GDP deflatawd consumer prices. GDP measures inflation inhele
economy of the country.

Government is not well aware of the present comgiof the country. A Team of government is notl wel
educated, and they are not technocrats in own rsedibe governmental policies are based on theestiggs
of government officials, which do not have propaaeeness about the problems of a common Businesanthn
common people. After implementation, the policiesrobt get effective result, and no one checks titpud.
After the collapse of one policy, government otilsi do not consider the cause of failure, announaed
implement other policies without studying the cansence of last one so new policy also fails. Heaxgs and
unemployment crush the people and they are livielgw the poverty line. The suitable medical fai@Bt not
provided to people even basic facilities are natilable in government hospitals and Doctors arstoke every
day, so the common people are getting treatment fmavate clinics, which are too expensive.

There are no disputesabout the south tail of threez8ut inside the way of a corridor which provisce
cities come up with circle,media and politicianstthdnave own set of claims and certainty.but alsdj
concocted accused the federal government withoet abthorization consent of the relevant provincial
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government changed the route of project from weestistern affairs. The domestic dimension of thigegt are
being fiercely debated in Pakistan, Major Politigerties of Khyber Pakhtunkhwa and Baluchistan have
challenged the route of this corridor. Their mapbjection is power project that ought to be insi@lin their
province have been drifting into the Punjab (pione&916).However, assume that CPEC will be able to
overcome the problems and barrier it faces. Thet inggortant issue is surge in Baloch militancy, ls@s in
August, heavily armed militants stormed an air@orl destroyed its radar system, killing two engisée the
coastal town of Jiwani in Gwadar district. The antpis located strategically near the Pakistan-lcaastal
border (Kiyya Baloch, 2015). Previous analysis shdhat the Pakistani Taliban has such heavyweight o
strategic problems.

Another issue is corruption. There are two typesafuption. There is not morality. Everyone wha ha
power is trying to earn more and more money byaifiir and unfair ways. Officials wastes their tilmes low
efficiency and less output. Only one connection &xasts in society is money. There is nothing morportant
than money can solve any issue with money, evencgouget justice after paying. One has to pay ayheast
to get his right. Situation of law and order aré ofucontrol and institutions are not able to powvjustice to a
common person. Justice can be gotten by money ibrdgmeone has money. However, the government is
unable to control such type of things; even govemmtmmachinery is also involved in this kind of tipén In
these circumstances, some corrupt people have demipying the main resources of the country and the
common person is living in miserable conditions.

Dispute since the Partition, is claimed by Indialsas Gilgit Baltistan or the Northern Areas. Chinzes
expressed concerns about the legality of any worllettaken across territory, that is the subjectanf
international dispute.

A senior Chinese official toldthe Pakistani medi@hina cannot afford to invest billions of dollaos a
road that passes through a disputed territory”tilmAhmed, 2015)

However, behind this enthusiasm, the real gamens to bring the dividend distribution of the ecoriom
corridor. Another tail of this project is locatetl kashgar. Kashgar is located at the centre of &hionly
Muslim-majority, Turkic-speaking Xinjiang regiort is populated mainly by ethnic Uighur Muslims, amaks
been home to a separatist movement since the ndis19here has been a recent upsurge in violerftehw
China blames on separatist "terrorists". (BBC, 20Hy 22)

The proposed project will also result in environta¢pollution, like contamination of bottom sedineiby
harmful and toxic substance, and will generate enqusllution, massive road traffic, ship traffic andrgo
operations, as it will generate massive industiglivities in the region. It will be a big challendor civil
societies, political and social organization at thgion and global level (Nolintha, 2012)Apart fraath this,
there are other factors related to this projecrgsed by Pakistani writer.

“Beyond governmental capacity, another dauntingllehge projects under CPEC will face is the
availability of local financing. Even if externainfincing is fully arranged, the CPEC portfolio wilave a
substantial local financial component. With the ggmmment unable to credibly broaden the tax basability to
provide funds for development spending is seriousinstrained. In addition, the failure to reformblic
finances also means that the government borrows ofidke available credit from the banking systésaying
little or no room for financing of private infragtture projects.” (Sherani)

Mechanisms of implementation are an additionallehgk. There are almost 358 joint agreements t. dat
Joint declaration and agreements covering almostyesector of civil society, lack of political imest and
implementation has failed to fully materialize theshdeavors (Center for Pakistan and Gulf Stu@eis4).

There are bundle of complaints about lack of transpcy in the term of contracts and observers ts@sy i
not clear which projects will go ahead and whichéendeen shelved.Local labour leaders have spoken
uncertainties over a decision by Chinese contradtbemploy Chinese nationals at construction .ske®port
by the Pakistan Labour Institute said many of thebinese workers are members of the People’s Liioera
Army. Pakistani officials have not commented orsthallegations. (Imtiaz Ahmed, 2015)

External Challenges:

On Geopolitical level, one of the perceived threatBakistan is raisingthe status of India.The mjotor,
in closer China-Pakistan ties is that it provides tounterbalance to India in the regional balasfcpower,
Pakistan feels safe and secure with china by iteelfiromote as a regional power.Since 9/11, Indoim
cooperation is growing in different fields, incladi naval cooperation in the Indian Ocean. CPEC stdft
competition with India and Iran. The growing Ind&Welations after the nuclear deal and the growiagian
influence in Afghanistan are a cause of concernFakistan and China. United States may also jodo-In
Iranian nexus to encircle China.lt's hard for Ptlisto encounter these issues alone. China shotildygs on
growing Indian influence in the Arabian Ocean (CGR$ort, 2014).

Presence of US in Afghanistan and the influenc®udsia in the central Asian republic may hinder the
development of the corridor. The proxy wars foughthe region by Iran, Russia, India and US israpadrtant
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implement in the development of the corridor. ImdRresence in Afghanistan and Pakistan hostiledla¢ions
with its western neighbor is the biggest challerfgeshis project.

Pakistan economy is dependent on the regional isgeund vested interests of international play&wcial
unrest and political instability in Central and sowountries will become barriers to the regionabremic
integration.A big contradiction among Central Asiemuntries, such as ethnic issues border, dispudéer
issues, and local territory issues. Pakistan adéhjrand Uzbekistan and Tajikistan have straindatiom one
factor due to water dispute.

There is also international pressure on Chinafahk line for which are concentrated in the neigtimod.
In India Dalai Lama is employing the Tibetan caadd other who are playing the Islamic Xinjiang cagainst
China given the situation here.

Russia wants status quo as far as the construatitire new pipeline in the Caspian region is conedr it
has a monopoly over the existing routes from CasfmaEurope and beyond. In CPEC project, constynabif
the gas pipeline will challenge to this monopoly.

Russia is exploiting these states like Azerbaifaagakhstan, Turkmenistan and Uzbekistan but trogept
will influence Russian monopoly, so Russia and dndill try its best to stop this project which wilasily
achieve after the completion of the corridor. Tjmisject will reduce the influence of India in ther@ral Asian
region. Some experts in the US have referred to&ficooperation in sea (SLOCSs). This strategyrelddrom
mainland china to Pakistan to straits Malacca stafr Hormuz, and straits of Ba-el Mandeb. Indialiso
apprehensive of Chinese design in the Indian OcBa&.Proposed project is a challenge to Indo-U&t&gy of
encircling.

In order to counter Pakistan China Economic Cortitltdia has developed economic and strategicioalat
with Iran and Afghanistan. India is developing Chiadr Port in Iran to get an easy access to CeAsian
states (Mullen, 2012). The project will face remmste from India and Iran. Geographical location Sodio-
Culture of Iran is similar to Central Asia, addedrmadvantage to Iran.

China Pakistan Economic Corridor may challengestiggemacy of the US interests in the Middle East, t
Persian Gulf and the Central Asian states. The WSrwto destabilize the proposed project.

Pakistan’s new elected Government would continuesupport the US in the terror war. It would
simultaneously strive to ensure that, Xinjiang (uig is neither afforded any help and never be safe
Pakistani soil.In addition, another aspect under ghesent circumstances, Pakistan cannot affordistance
itself either,so Pakistan Government would adoptiddle of road foreign policy aimed at accommodgtine
needs and requirements of both countries US anda@ishraf, 2015).

Solutions to Identified Challenges:

This section of paper seeks to propose solution®rim of policy guidelines for Chinese and Pakistan
address the identified through mutual cooperation.

The success of China Pakistan economic corridoem#pon its usage by other countries in the region,
should convince India, Iran, Afghanistan, US, alnel other stakeholder in the region that China aadsan
cooperation is not meant to counter their intergstie region.lIt is very difficult to convince the countries to
involve in economic activities. To begin with, @yl makers in both countries should come up witioirative
techniques to overcome the challenges posed bgnalgand international environment. (Hussain EXA,5)A
comprehensive and long-term economic policy shbaldrawn, which shouldn’t be changed with the clkaofg
government. They should convert the potential oECFnto a sustainable economic and socio politicaivth.
Both countries should pay attention to infrastruettdlevelopment. A peaceful secure environmentté for the
construction of the project. In addition, Pakistdnould get into SCO (Shanghai Cooperation Orgainizatnd
CAC (Central Asian Cooperation). It will empowerkizian to Convince Central Asian States to become
partners in the development of the project.

The increasing globalization in economic field aggewith an agreement between countries to create a
international standard reporting form that appkesally in all countries as well as high qualitydacan be
applied globally. International Financial Reporti8tandard (IFRS) is a financial reporting standasdaed by
the International Accounting Standards Board (IASB)d answer to an agreement between countries in
reporting of international standards. One by onenty in the world began to adopt IFRS (Tantri Baha
2016). However, unfortunately in Pakistan orgamizes are still using a manual record keeping. Tierfsinds
are a big issue, and Banking system in Pakistaoti€nough good, Pakistan should adopt new techgifpr
improving the banking system and for the qualitwses. Maybe both countries should drive a medrarfor
the banking system and make common banks. Paldstaud obtain the expertise from China to imprdwe t
banking system. Globalization is advancing the dddvelopment and effects on a wide range of fields

The necessary instrument to enhance trade anddsssis Visa facilities, should be provided to emage
people to build the relations, and it will increasarism as well as the country. Government of §taki should
pay attention to the tourism industry, by promotihg industry of tourism, government can generdliem of
dollars, and it will create the jobs in the locaéa Local communities have the opportunity to branarket,
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and advertise the local tourism attractions aredpoing in northern areas of Pakistan, nature tradture
tourism in Pakistan (Rodolfo Delgado, 2016).

Shortage of Power, including electricity, Oil, gagl clean water are the biggest hot issues in Rakiisese
days, Pakistan should overcome the problem of pshvertage and clean water.

China Pakistan and Central Asian states should joaid exhibitions to promote trade ad industriak.
All the economic activities along the corridor shibbe tax-free.

Law and order situation should be improved. A splesecurity force should be created to guard thgpt.
Pakistan should have proper laws and regulatiopraétect the local and foreign investment, and airitre
smuggling between both countries,such law will hdbeir confidence to invest in Pakistan. A peatefecure
environment is vital for the construction of therraaor. In addition, Pakistan should get SCO (Sthmang
cooperation Organization) as well as CAC (CentrsilaA Cooperation). It will empower Pakistan to dane
Central Asian states to become partners in theloewesnt of the corridor.

Security and stability of CPEC should also resa toigh degree of enhanced cooperation betweeratie |
enforcing authorities of the two countries, boaeddxl security cooperation between two sides isaiunedhtal
importance. The Baluchistan and Khyber Pakhtunkgaxernment should develop infrastructure, keepmg i
view the potential divided from the corridor. Gowerent should adopt new technology, start biomslygtem,
and keep proper online record of criminals.The gorent must stop manual record, and start mongattie
area with web cameras not with the human eyes.

Issue of Baluchistan is very critical and hard ésfar the government of Pakistan. Government oidtak
may lose control on Baluchistan that is correctcBk are very slow, quarrelsome and stubborn byraatu
Government of Pakistan should take seriously theashels of Bloch's and uncertainty about China Pakist
Economic Corridor because when it comes to warpm® can defeat Blochs, they are very good in e
world’s eyes on Baluchistan issue, everyone wanexploit the mineral resources in Baluchistarhatdost of
little positive impact on their life. (Dwan Newspap 2015). About Baluchistan issue, the governnant
Pakistan and law enforcement agencies they didundéerstand the difference social and the politisalies
there, these both issues are treated in one taoléic® issues are created from those leaders wnéner
accepted Pakistan as their homeland and Studieshagyabout social issues are with those poor lpeop
Baluchistan who have been discriminated againsesstiies of life. Therefore, the national economiian
should cover the basic and social needs of BlodiliguHolistic solutions on Baluchistan issue irgéuthis,
national unity, Reconciliation (Government of P#kisand the army both should effort to accommotiate
livid and afflict among them). Bloch Aspiration (@Bloch sense of injustice should be removed), @cin
cycle (Baluchistan has numerous treasures, Blodplpeshould be the first who benefit from this) c@ety,
information warfare and blocking foreign interfecen

Local population should be involved in the econoagtivities alongside the corridor.

In addition, training institutes should be estdi#id to equip the people with the desired skills.

Local people of area claims about there is achantiee Project route, but according to Federal btari of
planning and Development Ahsan Igbal during the radd in the convocation of the Rawalpindi Medical
College in the garrison city, the minister assuted "not a single inch of the originally proposedte has been
changed" and that "such baseless allegations" marim the nation's interest. (DAWN Irfan Ahmed 130.

Conclusion:

CPEC benefit the interconnected countries and o ways of economic development. This corridor
will provide an easy access to the oil rich co@striThis project is expected to benefit not onlyn&hand
Pakistan, but also the regional countries. Chinedasafe, shortest and competitive route, whichossiple
through Pakistan. This factor becomes more sigmificince China become the biggest exporter innibrdd
and the second largest importer of oil.

The success of CPEC depends on certain factorgshwstiould be handled carefully. The Potential
challenge is the bad law and order situation iruBaistan and FATA, which may influence the growthhis
project. The Government of Pakistan should takes@keholders on board like, local tribal in Balistdn,
Government of Khyber Pakhtunkhwa and Baluchistaticoal people along the project.

The improvement in socioeconomic condition and g8cituation, because of the CPEC cooperation
would contribute to the peace, security, progressposperity of all the regions interconnectedtigh it.
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