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To
the hope in my life, Sohalil,
and
the wretched of my land

We shall live to see,
So it is writ
We shall live to see,

The day that's been promised,
The day that's been ordained;
The day when mountains of oppression,
Will blow away like wisps of cotton;
When the earth will dance
Beneath the feet of the once enslaved;
And heavens'll shake with thunder
Over the heads of tyrants;

And the idols in the House of God
Will be thrown out;

We, the rejects of the earth,

Will be raised to a place of honor.
All crowns'll be tossed in the air,
All thrones'11 be smashed.

And God's word will prevail,

He who is both present and absent
He who's beheld and is the beholder.
And truth shall ring in every ear,

Truth which is you and I, We, the
people will rule the earth Which
means you, which means I.

Faiz Ahmed Faiz
America, January 1979
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Introduction

The military is one of the vital organs of the state. However, in some countries
the military becomes deeply involved in the politics of the state, and dominates
all other institutions. Why some militaries become key players in a country's
power politics is an issue that has puzzled many Numerous authors have used
various methodologies and paradigms to understand the military's
praetorianism. Besides looking at the imbalance between military and civilian
institutions, or the character of the society, as causes for spurring the armed
forces into politics, the existing literature has also analysed the political
economy of the military's influence. Powerful militaries allocate greater
resources to the defence budget and force civilian governments to follow suit.
However, the defence budget is just one part of the political economy.
Commercial or profit-making ventures conducted by the military, with the
involvement of armed forces personnel or using the personal economic stakes
of members of the defence establishment constitute a major part of the political
economy that has not been analysed systematically. The present study aims at
filling this gap. It looks at the political economy of the business activities or the
personal economic stakes of military personnel as a driver of the armed forces'
political ambitions. This is a peculiar kind of military capital, which is
inherently different from the defence budget, and has been termed here Milbus.

Milbus refers to military capital that is used for the personal benefit of the
military fraternity,! especially the officer cadre, but is neither recorded nor part
of the defence budget. In this respect, it is a completely independent genre of
capital. Its most significant component is entrepreneurial activities that do not
fall under the scope of the normal accountability procedures of the state, and
are mainly for the gratification of military personnel and their cronies. It is
either controlled by the military, or under its implicit or explicit patronage. It is
also important to emphasize that in most cases the rewards are limited to the
officer cadre rather than being evenly distributed among the rank and file. The
top echelons of the armed forces who are the main beneficiaries of Milbus
justify the economic dividends as welfare provided to the military for their
services rendered to the state.

Since this military capital is hidden from the public, it is also referred to as
the military's internal economy. A study of Milbus is important because it
causes the officer cadre to be interested in enhancing their influence in the
state's decision making and politics. Its mechanisms and manifestations vary
from country to country. In countries such as the United States, the United
Kingdom, France, Israel and South Africa, it operates in partnership with the
civilian corporate sector and the government. In other cases such as Iran, Cuba
and China, Milbus is manifested through partnership with the dominant ruling
party or individual leader, while in Turkey, Indonesia, Pakistan, Myanmar and
Thailand the military is the sole driver of Milbus.

1



MILITARY INC.

An inverse partnership exists in these countries between the civilian
players and the military because of the armed forces' pervasive control of the
state and its politics. This military capital also becomes the major driver for
the armed forces' stakes in political control. The direct or indirect involvement
of the armed forces in making a profit, which is also made available to military
personnel and their cronies, increases the military's institutional interest in
controlling the policy-making process and distribution of resources. Therefore,
Milbus in Turkey, Indonesia, Myanmar and Pakistan is caused by the military's
involvement in politics.

This phenomenon intensifies the interest of the military in remaining in
power or in direct/indirect control of governance. This does not nurture the
growth of democracy or rule of law, and makes this kind of Milbus the most
precarious. The fundamental research question that I believe deserves analysis
is whether, when the military echelons indulge in profit making and use the
armed forces as a tool for institutional and personal economic influence, they
have an interest in withdrawing to the barracks and allowing democratic
institutions to flourish. I have sought to find an answer through a case study on
Pakistan, which is a militaristic-totalitarian system where an army general is
the head of the state, unlike in Turkey and Indonesia.

The case of Pakistan provides an opportunity to understand the issues that
emerge from the financial autonomy of a politically powerful military.
Pakistan's military today runs a huge commercial empire. Although it is not
possible to give a definitive value of the military's internal economy because
of the lack of transparency, the estimated worth runs into billions of dollars.
Moreover, the military's two business groups - the Fauji Foundation and the
Army Welfare Trust - are the largest business conglomerates in the country.
Besides these, there are multiple channels through which the military acquires
opportunities to monopolize national resources.

The book puts forward three arguments. First, Milbus is military capital
that perpetuates the military's political predatory style. The defining feature of
such predatory capital is that it is concealed, not recorded as part of the
defence budget, and entails unexplained and questionable transfer of resources
from the public to the private sector, especially to individuals or groups of
people connected with the armed forces. The value of such capital drawn by
the military depends on the extent of its penetration into the economy and its
influence over the state and society. Consequently, profit is directly
proportional to power. Financial autonomy gives the armed forces a sense of
power and confidence of being independent of the lincompetent' civilians. The
military, it must be noted, justifies Milbus as a set of activities for the welfare
of military personnel. However, the military alone defines the parameters of
this welfare. The link between economic and political gains compounds the
predatory intensity of such capital.

Second, the military's economic predatoriness increases in totalitarian
systems. Motivated by personal gain, the officer cadre of the armed forces
seek political and economic relationships which will enable them to increase
their economic returns. The armed forces encourage policies and policy-
making environments that multiply their economic opportunities.

2



INTRODUCTION

Totalitarian political systems like Pakistan or Myanmar also have precapitalist
socioeconomic structures. As these economies are not sufficiently developed,
the militaries become direct partners in economic exploitation, while in
developed economies the sale of military equipment and services generates
profits primarily for the private sector that invests the capital. The military, of
course, is one of the secondary beneficiaries of these investments.

The argument that the military are predatory refers to Charles Tilly's
concept of the 'racketeer' or 'predator' state which existed in sixteenth and
seventeenth=century Europe.? The ruling elites in Europe extracted tribute
from their citizens in the name of providing security against threats. The rulers
maintained large militaries to invade foreign territories in order to increase
their power and expand markets for local entrepreneurs. The military was thus
central to the system of resource generation, externally and internally. The
money for financing foreign invasions was raised by the monarch from the
local feudal lords and other concerned parties such as entrepreneurs.
According to economic historian Frederic Lane, these individuals paid a
tribute’ as a price for the financial opportunities created by the military's
foreign expeditions.®

Other commentators like Ashis Nandi also view the state as a criminal
enterprise which uses violence against its citizens in the name of national
integrity.* The common people tolerate the state's authoritarian hand as a price
for its maintaining security and cohesion. The price that citizens pay for
national security is also a form of ‘'tribute’. As Lane emphasizes, the state's
predatoriness varies with the nature of the regime: a civil or military author-
itarian regime is more coercive in doubly extracting resources from its own
people. The 'tribute’ paid by the citizens for the military services provided by
the state increases, especially when the government is controlled by managers
who have a monopoly over violence, such as the armed forces.

Lane used the concept of tribute to explain the interaction between the
state and society in sixteenth-century Europe, when the French and Venetian
empires extracted money from the public (and especially those with significant
amounts of capital) to build a military machine which, in turn, was used to
conquer and create markets abroad. To restate this in domestic political and
economic terms, it means that militaries or states can exact a cost from their
citizens for providing security and an environment that facilitates the growth
of private enterprise. Milbus is part of the tribute that the military extracts for
providing services such as national security which are deemed to be public
goods. Since the armed forces ensure territorial security, it is necessary to
allow all those measures that are meant for the welfare of military personnel.
However, at times militaries convince the citizens to bear additional costs for
security on the basis of a conceived or real threat to the state.

Third, the military's economic predatoriness, especially inside its national
boundaries, is both a cause and effect of a feudal authoritarian, and non-
democratic, political system. In a similar way to other ruling elites such as the
feudal landowners and large entrepreneurs, the military

3



MILITARY INC.

exploits resources for the advantage of its personnel. The exploitation of
national resources by the elite is a result of the peculiar nature of the pre-
capitalist politicoeconomic system. The historian Eric Hobsbawm describes
this political economy as one where assets are not only accumulated for
deriving capital: rather, they are acquired for accumulating power and
influence. Consequently in a feudal setting land and capital become doubly
significant. The acquisition of assets signifies the increase in power of an
institution or stakeholder compared with others. The feudal structure thrives on
the accumulation and distribution of capital and assets to those in authority,
and leads them in turn to compensate their clients in return for their support
and greater political power.” Hence, the accumulation of capital or assets is not
just to gather wealth but to buy additional power.

In the process of seeking benefits, those in power give carte blanche to
other elite groups to behave predatorily. This nourishes the symbiotic rela-
tionship between the armed forces and political power. The patronage of the
military as part of the ruling elite becomes necessary for the survival of other
weaker players, thus creating a strong patron-client relationship. Hence, any
calculation of the net worth of Milbus in a country must include the value of
the resources exploited by the military and its cronies.

The nature of military-economic predatory activity, and how it can be
seen as 'illegal military capital’, are questions we consider later.

DEFINING MILBUS

| base my definition of the term Milbus on a definition in an edited study on
the military's cooperative and business activities, The Military as an Economic
Actor: Soldiers in business, carried out by the Bonn International Center for
Conversion (BICC) in 2003:

economic activities falling under the influence of the armed forces,
regardless of whether they are controlled by the defence ministries or
the various branches of the armed forces or specific units or
individual officers.’

The authors describe military economic activities as:

operations involving all levels of the armed forces. These range from
corporations owned by the military as an institution, to welfare
foundations belonging to different services, to enterprises run at the
unit level and individual soldiers who use their position for private
economic gain.’

This definition is not, however, entirely appropriate for my purposes here: it is
both too narrow and too broad. It includes the defence industry as part of
Milbus, but the defence industry is excluded from the definition used for this
book, since defence industries are subject to government accountability

4



INTRODUCTION

procedures. BICCs definition is also limited by its exclusion of non-
institutional benefits obtained by the individual military personnel, and its
failure to focus on their lack of accountability.

I define Milbus as military capital used for the personal benefit of the
military fraternity,® especially the officer cadre, which is not recorded as part
of the defence budget or does not follow the normal accountability procedures
of the state, making it an independent genre of capital. It is either controlled by
the military or under its implicit or explicit patronage.

There are three essential elements in the new definition: the purpose of the
economic activities, the subject of Milbus, and accountability mechanism.

Milbus refers to all activities that transfer resources and opportunities
from the public and private sectors to an individual or a group within the
military, without following the norms of public accountability and for the
purposes of personal gratification. The unaccounted transfer of resources can
take many forms:

» state land transferred to military personnel

.. resources spent on providing perks and privileges for retired armed
forces personnel, such as provision of support staff, membership of
exclusive clubs, subsidies on utility bills and travel, and subsidized import
of vehicles for personal use by senior officials

» diverting business opportunities to armed forces personnel or the military
organization by flouting the norms of the free-market economy

e money lost on training personnel who seek early retirement in order to
join the private sector (in the United States, for example, the government
incurs the additional cost of then rehiring the same people from the private
sector at higher rates).

All these costs are not recorded as part of the normal annual defence budget,
despite the fact that the money is spent, or the profits are appropriated, for the
benefit of military personnel.

The military organization is central to the concept of Milbus. Therefore,
the primary players of Milbus are individual personnel or groups of people who
form part of the military fraternity. It must be mentioned that the stakeholders
are not limited to serving members of the armed forces (or to the military as an
organization). They also include retired personnel and those civilians who
depend on military-business associations. The primary beneficiary of this
capital is the officer cadre. Because they have greater access to policy makers
than lower-level employees, officers are in a better position to generate
economic opportunities for themselves, and negotiate perks and privileges with
the state and society. The volume of benefits, or the degree of penetration of
the military into the economy for the purpose of economic advantages, is
proportional to the influence of the armed forces. Greater political power
allows the officer cadre to draw greater benefits. This system of benefits is
given the misnomer of welfare. However, it must be noted that such welfare is
largely supply-driven. The financial
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burden of the welfare is not defined by the society that bears the cost, but by the
recipients - that is, the military.

Finally, one of the key defining features of Milbus is the nature of
accountability. Milbus-related activities are not publicized in most countries. In
military-authoritarian states in particular, discussion about these operations is
off-limits. Any major disclosure or debate is regarded by the armed forces as
questioning and challenging their authority. In Turkey, where the parliament
cannot question military spending, Milbus is completely out of bounds for
civilian players. Consequently, no questions are asked despite the fact that the
Armed Forces Mutual Assistance Fund (popularly knows as OYAK) is one of
the largest business conglomerates in the country. Similarly in Pakistan, one of
the leading military-business conglomerates is the Fauji Foundation (FF). In an
inquiry in 2005, the elected parliament was snubbed by the Ministry of
Defence (MoD) for inquiring into a controversial business transaction by the
FF. The military's welfare foundation was asked to explain to the parliament
why it had undersold a sugar mill. The MoD, however, refused to share any
details concerning the deal.” Factually, resources categorized as Milbus-related
generally do not follow the procedures and norms of accountability prescribed
for a government institution, or even a military project or programme financed
by the public sector. The inability to apply government accountability
procedures to Milbus itself increases the possibility and magnitude of
corruption.

Purely in terms of the nature of work, Milbus comprises two broad but
distinct sets of activities:

»  Profit making through the privatization of security. This trend is followed
in developed economies. Instead of becoming a direct player in the
corporate sector through establishing commercial ventures or acquiring
land and other resources, select members of the armed forces offer
services such as training or weapons production to generate profit, which
is shared with the investors who provide capital for the venture. This
approach is highly capitalist in nature, with a clear division between
capital and mode of production.

» Military engagement in non-traditional roles such as farming, or running
business like hotels, airlines, banks or real estate agencies: all functions
that are not related to security. This occurs mainly in developing
economies.

What differentiates the two types is not just the volume of financial dividends
earned but the extent of penetration of the military in its own society and
economy. In the first category, the economic predatoriness is conducted
overseas; in the second, it takes place in the country to which the military
belongs. The kind of activities a military organization chooses to undertake
depends on the nature of civil-military relations and the state of the economy,
issues which are explained in greater depth in Chapter 1.
It is important to remember that irrespective of the category or nature
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of activities, Milbus is predatory in nature. Since this kind of capital involves
the transfer of funds from the public to the private sector, as was mentioned
earlier, it operates on the principle of limited transparency. Hence, there is an
element of illegality about this type of military capital The underlying illegality
is intensified in pre-capitalist politicoeconomic structures. In such systems,
which are known for authoritarianism (especially military authoritarianism),
the armed forces use their power to monopolize resources. Since a praetorian
military inherently suffers from a lack of political legitimacy, it has a greater
interest in hiding wealth accumulation and expenditure on privileges for its
personnel, which are achieved at a cost to the society. The deliberate
concealment is meant to project the military as being more honest and less
corrupt than the civilian players. Furthermore, because the economic structures
are less developed and streamlined in countries where this activity takes place
than in more devel-

. pped economies, there is a greater element of Milbus operating in the illegal
segment of the economy. This type of military capital broadly has an illegal
character, and its illegality increases in an underdeveloped political and
economic environment.

It is impossible to assess the financial burden of Milbus on a national
economy without emphasizing the significance of the military as a fraternity.
The military is a disciplined bureaucracy that extends its patronage to its
former members more than any other group, association or organization. Thus
the most significant group involved in Milbus are retired personnel,
especially former officers, who are an essential part of the Milbus economy.
The retired officers act as a linchpin for the organization, serving as tools for
creating greater opportunities for the military fraternity.

The military's expertise in violence management gives the military
-m' profession and the organization a special character. A military is a formally
,. organized group trained in the art and science of war-making. The armed

forces as an institution are known for their distinctive organizational ethos, and
their members have a strong spirit of camaraderie, which develops during the
months and years of working together in an intense environment where people
depend on each other for their lives. The allegiance of the retired officers to
their organization is relatively greater than could be found in any other
organized group, particularly in the civilian sector. Moreover, because retired
and serving officers have trained in the same military academies and served in
similar command and staff positions, they are part of a well-knit 'old-boys'
network whose members tend to support each other even after people have left
active duty. Seniority is respected, and interests are mutual, so the retired
personnel do not feel out of synch when they move to the civilian sector.

Even when retired military officers enter politics, the connection with the
armed forces remains strong. The fact, as mentioned by political scientist
Edward Feit, is that generals-turned-politicians retain their links with the
military.*® Military politicians depend on the military institution both directly
and indirectly, and thus can be considered as part of its network. Senior
military officers-turned-politicians also tend to create their own

7
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political parties or provide patronage to political groups. This fact is borne out
by several examples in Latin America, Pakistan, Indonesia and Turkey.
Political governments recognize the retired military officers as a crucial link
with the organization. The former officers are inducted into political parties,
given responsible positions in the cabinet, and used to negotiate with the armed
forces. This phenomenon is more acute in politically underdeveloped systems.
The patronage provided to the former members by the defence establishment is
a two-way traffic. The formal military institution provides the necessary help
for retired military personnel to grow financially and socially, hi return, the
retired personnel, especially the officer class, create through political means
greater financial and other opportunities to benefit the organization and other
members of its network.

Considering the fact that the number of beneficiaries of Milbus is rela-
tively large, and the details of them are mostly hidden or not available, it is
difficult to carry out an exact assessment of the financial worth of the military's
internal economy Such a calculation is vital to evaluate the monetary burden
that Milbus places on a nation's economy Ideally, the cost of Milbus should
include the net worth of the assets of the military fraternity. However, this
level of detailed data cannot possibly be obtained. This inability makes it
difficult to conduct a statistical analysis. Given the dearth of complete,
transparent and authentic data, the present study will restrict itself to defining
and describing Milbus, identifying its areas of activity and highlighting its
consequences.

LITERATURE SURVEY

Interestingly, social science research has not systematically looked at the
Milbus phenomenon despite the availability of rich anecdotal information
(although admittedly this information does not allow for statistical analysis).
Perhaps the deficiency of organized data has not encouraged economists to
analyse the genre of military capital, and nor does the existing literature on
civil-military relations and democracy analyse the link between Milbus and
military authoritarianism. Most coverage of the subject comes from those
working in the area of security studies or international relations, in a number of
countries, but even they have failed to present a cogent and systematic
theoretical analysis, although a series of case studies are available, describing
the military's business operations or the internal economy in different
countries. There are basically three book-length studies - of the United States,
Canada and China - along with minor works on Indonesia, Pakistan, post-
Soviet Russia and a cluster of Latin American countries."*

Caroline Holmqvist and Deborah Avant's studies, which are thematic
analyses of the subject, deal with the issue of private security. The two authors
view the rise of the private security industry as an expression of the systemic
shift in the security sector in the developed world. A number of developed
countries such as the United States, Canada, France and the
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United Kingdom sell military goods and services to security-deficient states in
Africa and states carved out of former Yugoslavia. The military-related goods
and services are not sold directly by the states but through private companies.
This led to the burgeoning of the private security business, which increased the
demand for retired military personnel. Incidentally, the increase in the private
security business took place at the time of military downsizing in the West
especially after the end of the Cold War.

Subcontracting the sale of security-related goods and services allowed
western governments to downsize without entirely losing their security
capacity in terms of human resources. The retired military personnel engaged
in the private security business had links with the government and could also
be depended upon as a reserve for future deployment if the need ever arose.
Moreover, downsizing resulted in a reduction in the state's military
expenditure. Some non-western countries such as South Africa have also
downsized their defence sector. Holmqvist and Avant evaluate the underlying
concept behind private security.

These two theoretical works came later than empirical studies on the
private security industry in the United States and Canada, by P. W. Singer and
James Davis respectively Peter Lock, who has tried to problematize Milbus in
his paper presented at a conference in Indonesia on 'Soldiers in Business',
expressed his discomfort at including writings on private security for the
literature survey of this book.*> Lock's paper looked at the military's commer-
cial activities using the developmental, predatory and state-building paradigm.
He was of the view that since private security pertains to the sale of military-
related goods and services such as training, providing security for VIPs and
strategic installations, and in some cases even fighting wars, these roles are
different from the commercial activities usually undertaken by the civilian-
private sector. Lock's argument, however, does not take into account the
common denominator between the two sets of activities: the military's
involvement in both cases is meant to be for the benefit of a select few, and
results in costs for the public sector that are usually not included in the defence
estimates (see further discussion in Chapter 1).

Other works discuss the sale of non-traditional products by the armed
forces. The key study here is the BICC's compilation The Military as an
Economic Actor: Soldiers in business. As mentioned earlier, the theoretical
framework of the BICC study is limited to describing Milbus as a budgetary
malaise that happens only in developing or economically troubled states. This
is only a partial explanation of Milbus as | define it, a gap that the present
study ventures to fill.

In addition, there is a monograph by James Mulvenon about the
commercial activities of the Chinese armed forces. Analysing issues of
command and control of military-controlled commercial ventures in China and
the efficiency of the sector, Mulvenon limited himself to a case study. The
book did not evaluate the opportunity costs of Milbus or look profoundly at the
theoretical aspects of military capital. The study discusses corruption in the
People's Liberation Army (PLA) *s the only major ramification of the
military's commercialization.



MILITARY INC.

The present study seeks to fill the gaps in the theoretical understanding of
Milbus by analysing all types of activities, and providing a link between all
those functions carried out by the armed forces that have financial implications
for individual members of the forces, the organizations as whole, and the
economy at large.

WHAT DRIVES MILBUS?

Militaries engage in civilian profit making for several reasons, ranging from
providing a system of welfare or a social security net for retired and serving
armed forces personnel, to contributing to national socioeconomic
development. Of course, the basic greed of the top echelons of the officer cadre
is part of the explanation. Senior generals use their authority to create
economic opportunities that will last them post-retirement. However, this kind
of military capital cannot simply be explained as an outcome of personal
individual greed. The movement from establishing schemes for personal
benefits to increasing the power of the organization is neither simple nor linear.
In most cases militaries initially sought financial autonomy to meet the
organization's needs, especially personnel costs. It is considered vital to
provide for the welfare of armed forces personnel whose typical remuneration,
all over the world, is less than the private sector norm. Governments feel
obligated to provide extra cash or resources for people who guard the frontiers
of the state.

Indeed, the search for financial independence is not a new or unique
phenomenon. During the Middle Ages, mercenary militaries or their leaders
were the 'first real entrepreneurs' to gather resources for fighting wars."® The
European militaries before the French Revolution lived off the land because the
state lacked the strength to subsidize war, and depended on resources exploited
by the feudal landowners who formed partnerships with the monarchs.**
Mercenary militaries were part of the European monarch's coercion-intensive
paradigm, which encouraged military force to extract resources for the state. As
was previously touched upon by Charles Tilly, countries such as Russia,
Sweden and the Ottoman Empire used force to extract taxes from the public so
as not to jeopardize their long-term capacity to raise finances for war-making.*
The method was to assign 'some military officers and civilian officials the rents
from crown lands ... so long as they [the officers] remained in royal service''®
This happened in other parts of the world as well, with militaries fighting for
feudal lords and potentates who also looted and plundered to finance
campaigns and meet their financial needs.!” In more recent times a number of
armed forces (for instance, in Indonesia and China) have depended on their
internal economies to meet their personnel and operational costs. The internal
economy is one of the sources of off-budget financing of defence requirements.

In developing economies, militaries engage in money-making activities
with the objective of contributing to national development. Keeping in view
the lack of alternative institutions that could undertake development, some
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armed forces take upon themselves the responsibility to build and sponsor
large industries or resource and capital-intensive projects. The Chinese military
for example, initially set up commercial ventures and undertook farming to
contribute to self-reliance and national economic development. The PLA's
special ‘war economy' groups manufactured a large array of products to earn
profits. The 'guerrilla industries’ donated these profits to war efforts and for
financing the welfare plans of army units.™®

The fact is that most generals view the military's internal economy as an
expression of the organization's superior capacity at managing resources, and
providing for the overall socioeconomic development of the state. The
economic ventures, especially commercial activities, render profits because the
armed forces are more disciplined, better organized and less corrupt than the
civilian corporate institutions. The military's sense of superiority intensifies in
less developed countries which are politically weak and where the civilian
institutions do not perform well.

Interestingly, the military's comparative superiority is upheld by a number
of western academics. Morris Janowitz, for instance, believes that third world
militaries are ‘crisis organizations' capable of meeting diverse challenges.
Janowitz recognizes the superior capacity of non-western armed forces to
deliver results. Samuel P. Huntington, Alfred Stepan and David Mares also
subscribe to the view that third world militaries act as socioeconomic
modernizers.’® Manfred Halpern adds to this view through his research on
Middle Eastern militaries.?’ The author has labelled such militaries as a case of
progressive militarism.

Most of this literature clearly considers the armed forces as products of a
specific social milieu. Fragmented or praetorian societies give birth to
politically dominant militaries. The present study does not challenge that
analysis, as the scope of the study is not a comparative analysis of various
institutions of a state, but the study of the impact of the economic interests of
the officer cadre in the armed forces, as operationalized through Milbus.

The literature on military corporatism and bureaucratic authoritarianism
discusses the strong role of the armed forces, particularly in weak states. The
military and development literature written mostly during the 1970s and 1980s
endorsed the military's multiple roles in developing states. It could be argued,
however, that the acceptance of the military's development and modernization
roles belongs to the cold war paradigm, in which the western approach to third
world militaries was driven by the logic of the military-strategic partnership
between the North and South. Given the political fragmentation of the
developing countries, partly as a result of the communist versus capitalist
ideological divide, the military appeared as the only credible institution
guaranteeing stability and better governance. The armed forces were seen as
instruments of domestic stability and as partners that were depended upon for
achieving US security objectives, especially regarding communist powers.
Various authors have written about the US security agenda of strengthening the
military establishments of developing states. Ayesha Jalal and William
Robinson, for instance, argue that the US
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security agenda determined the significance of authoritarian military regimes
in Pakistan and Latin America.?!

The issue, however, is not US interests defining the political agenda of a
state. The fact is that territorial or military security is one of the prime products
offered by authoritarian or politically underdeveloped states to their citizens.
The significance of military security is paramount in 'security’ states that are
intrinsically insecure. Under the circumstances, the military benefits from its
image as a guarantor of national security This particular role enhances its
political influence too. In her study on Myanmar, Mary Callahan discusses the
link between the military's role as a provider of security and its sociopolitical
influence.”? In such politically underdeveloped environments the militaries
further enhance their reputation as the only credible institution on the basis of
their superior knowledge of, and exposure to, modern technology and foreign
cultures. Huntington's concept of the 'soldier-reformer',? for instance, is based
on the perception of third world militaries as carriers of western cultural norms
in otherwise underdeveloped societies. It is noteworthy that the military
corporatist literature defines modernity in terms of exposure to bureaucratic
systems, centralized control, technology and the ability to bring political and
economic stability

The militaries of western countries also engage in Milbus, however. Some
of these armed forces are involved in profit making, especially by individual
members, to cater for the resource crunch caused by sudden and drastic
organizational changes. For example, the drop in the defence budget after the
end of the Soviet 'empire’ left the military and its personnel in dire straits. The
members of the post-Soviet Union Russian armed forces often engaged in
illegal money-making ventures to meet financial pressures. On the other hand,
defence restructuring in countries such as the United States, France, the United
Kingdom and South Africa forced retired officials to form companies which
offered military training and equipment for sale to their national and foreign
governments.

Whatever the logic for developing hidden and less-accountable means of
financial resources, Milbus ultimately enhances the influence of the armed
forces in politics, policy making or both. This kind of military capital
encourages the officer cadre to perpetuate their organizational influence to reap
financial benefits. One of the impacts of the Turkish military's financial
autonomy, for instance, is the enhancement of its power. Since the defence
establishment is one of the key political and economic players, Turkey's
capitalist elite built a partnership with the military to jointly exploit resources.
Such a coalition is detrimental to the interests of a restive proletariat.
Meanwhile, it gave legitimacy to the military's role as an economic player,
especially in the eyes of its fraternity and civilian clients. Milbus, particularly
in pre-capitalist socioeconomic and political structures, denotes crony
capitalism. The armed forces use their political power and influence to win
allies in civil society and generate benefits for the military fraternity, including
their civilian cronies. There is further discussion on this issue in later sections.
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This military capital is lethal not only because it increases the armed
forces' penetration in the economy, but also because of the power it gives the
top echelons of the security establishment. The senior generals (both serving
and retired) are the primary beneficiaries of the internal economy. The whole
economic process of benefits is structured in such a manner that those at top
received the bulk. So Miibus cannot be held as benign financial compensation
to the guardians of the state's frontiers,

Nonetheless, the military often justifies its intrusion in the economy as part
of the overall cost of national security, in which light it is classed as a public
good. The cost of Milbus remains excessive in comparison with the services
rendered by the armed forces to protect the state and society against external
and internal threats. In politically underdeveloped societies in particular, the
armed forces project themselves as saviours: protecting the state against
corrupt politicians and other exploiters. The building by manipulation of the
impression of external and internal threats is central to the structure of the
military's economic stakes. The general public is made to believe that the
defence budgetary allocation and the 'internal economy' are a small price to pay
for guaranteeing security. Threats are often consciously projected to justify
spending on the military.

The elite groups in the society have their own reasons to turn a blind eye to
the military's economic interests. In military-dominated polities, other dominant
groups often turn into cronies of the armed forces to establish a mutually
beneficial relationship, as is proved by the Indonesian example. The political
leadership and the business sector in Indonesia shared resources with the armed
forces, which had established stakes in the . economy. The political and military
leadership allowed Miibus and encouraged each other's financial stakes to
facilitate the perpetuation in power of a certain group. Jakarta never seriously
attempted to remove the budgetary lacunae that allowed the armed forces to run
their internal economy. Since the Indonesian government could not provide
sufficient funds to the military for weapons modernization or to meet personnel
costs, Jakarta allowed the armed forces to run commercial ventures through
which it could fill the resource gap. Over the ensuing years need was replaced
by greed, and the generals built an economic empire in collusion with the top
political leaders. Thus, the prominent players had a stake in allowing the
military to continue with its profit making.

CONSEQUENCES OF MILBUS

Illegal military capital has a far-reaching impact on the economy, society,
politics and military professionalism. To begin with, there are obvious
financial costs such as creation of monopolies that cause market distortions.
The military fraternity and its civilian clients have an unfair advantage in
winning contracts. Second, Miibus often places a burden on the public sector
because of the hidden flow of funds from the public to the private sector. Since
the military claims that Miibus activities are legitimate private-sector ventures,
funds are often diverted from the public to this particular
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private sector, such as the use of military equipment by military-controlled
firms, and the acquisition of state land for distribution to individual members
of the military fraternity for profit making. The military establishment,
however, refuses to add the cost of its internal economy to the defence budget.
Of course, these hidden costs are found primarily in countries where the
military has greater political authority.

In other ways too the state wastes resources, as in the money spent on
training personnel who leave military service prematurely to get employment
in the private sector. Since these trained people resign, the government ends up
paying higher amounts for hiring the same services at higher rates from the
private sector, so it loses twice over: once on training, and once on rehiring
these people. This type of activity takes place in developed countries and those
falling into the first type of civil-military relations. The military, of course, is
not the driver for privatization of security but a beneficiary. In the United
States, for example, there are strong corporate interests that benefit from
privatizing security. This movement of military personnel from the public to
the private sector is referred to in the literature on private security industry as
the ‘gold mining' attitude.?* It has dangerous consequences, in that the
corporate sector supports policies that would result in higher profits through the
privatization of security services. The senior officers become willing partners
of the corporate sector, and this threatens the quality of professionalism in the
armed forces. Milbus creates a system of patronage that intensifies in
praetorian political systems. In any case, as Ronald Wintrobe argues, military
regimes distribute resources more than democracies do in order to win
loyalty.”® Military dictators both punish and reward to win loyalty. Hence,
resource distribution is central to coercion.

In socioeconomic terms, Milbus has a profound impact on the relationship
between various key political and economic players. One of the consequences
is a kleptocratic redistribution of resources. Such a redistributive relationship
operates at two levels: within the armed forces, and between the military and
its clients. At the first level, economic and other resources are distributed
within the military to win loyalty. Higher echelons of the defence management
that remain in power or constantly return to power seek additional national
resources, and redistribute them to win the appreciation of other significant
members of the armed forces. Outside the armed forces, at the second level, the
senior military management also distribute resources to win the loyalty of other
groups and to divert the attention from the military's financial predatoriness.

In Pakistan, for instance, the government encourages other prominent
players from the corporate sector, key political leaders, members of the judi-
ciary and journalists to acquire land or build housing schemes. Consequently, it
weakens the criticism of the military's land acquisition, especially by those that
have benefited from similar activities. In this respect, as mentioned earlier,
Milbus is both a source and beneficiary of crony capitalism. Such
redistributive processes encourage both authoritarianism and clientship. The
internal economy in fact consolidates the military's hegemonic control over the
society through direct and indirect
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means. While direct means of imposing hegemony involve the military
dominating key administrative and political positions in the state and society,
indirect methods relate to encouraging the perception that the armed forces
have the panacea for all ills of the nation. The indirect control is exercised
through strategic partnership with other players.

It is noteworthy that the military builds partnerships both locally and
internationally. A glance at the military's commercial ventures in countries
such as Pakistan, Turkey and Indonesia bears witness to the fact that inter-
national business also builds corporate partnership with military-run busi-
nesses. Since the military dominates the state and projects itself as the most
credible institution, international players find it convenient to operate through
the military-run companies. Senior generals often draw on the military's better
image than civilian competitors to attract international business. The effort at
positive image building of the defence establishment was obvious in the speech
delivered by Pakistan's military president, Pervez Musharraf, at the
inauguration of a desalination plant for the Defence Housing Authority (DHA)
at Karachi. According to him:

Then, we have army welfare trust, we have Fauji Foundation. Yes,
they are involved in banking ... they're involved in. ... we've got
fertilizers ... we are involved even in pharmaceuticals. We are
involved in cement plants ... So, what is the problem if these
organizations are contributing and are being run properly? We have
the best banks. Our cement plants are doing exceptionally well. Our
fertilizer plants are doing exceptionally well. So, why is anyone
jealous? Why is anyone jealous if the retired military officials or the
civilians with them are doing a good job contributing to the economy
of Pakistan and doing well??°

It is not surprising that the DHA soon found an international partner to invest
money in setting up a new housing project in Karachi.

The partnership with international players has a political dimension as
well. The military in frontline states (a strategic connotation) offer their serv-
ices to major geopolitical players. The United States has often become a patron
of military regimes, with the aim of achieving its geopolitical objectives in
return for political and economic support to military-run governments.

Clientship is one of the obvious consequences of Milbus. Numerous
domestic players see the efficacy of partnering with the armed forces to gain
political and economic dividends. Such partnership strengthens the armed
forces. The added power increases the military's appetite for power and its
economic predatoriness. This means that the military's political clout is not just
based on its own strength but also on the financial and political power of its
collaborators or clients. Hence:

Political power + economic power (military fraternity x cronies) =
military's political capital
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According to this equation, members of the military and their cronies benefit
from the military's authority. So while there might be friction amongst the key
poUtical and/or economic players over leadership or domination of the state,
there might be little problem regarding the use of military force as a tool for
bolstering political authority for whoever holds the reigns of the government.

The elite groups have an obsession with their own interests to the degree
that they completely fail to take into account the long-term implications of
gorging on national resources. They utterly disregard any concern for the
'have-nots' and overlook the negative consequences, such as the overall
depletion of resources. This behaviour creates a predatory environment. Such
an environment is defined as a condition where the ruling elite (both civilian
and military) are driven by short-term gains at the cost of ignoring long-term
benefits. In such conditions, there are no long-term ideological loyalties, and
the prominent players engage in compromise and adjustment based on a brutal
and singular pursuit of their own interests without any short or long-term
reckoning. This singular pursuit of power is detrimental to institution building
and to minimizing the military's role in politics and policy making.

It must be noted that predatory behaviour, a feature of Milbus, generates
friction and tension in the state and society. On the one hand, it increases social
and economic insecurity, and on the other, it creates friction between the forces
controlling the state, such as the ruling oligarchy and the rest of the society,
especially the dispossessed fraction. The implications are more drastic in post-
colonial or restructured states where, according to Vali Nasr, state-society
relations are fluid or unstructured. In such environments, politically powerful
forces like the military, political parties, religious forces and large business
interests try to shape the state according to a peculiar 'blueprint’ that suits their
personal interests. Forcing the society to take a certain direction or do the
bidding of the powerful could push the common people, or a select group of
people, in opposite and competing directions.?’ Any form of predatoriness
hence represents the interventionist tendency of the elite groups (of which the
military is one), and contributes to aggravated relations between the state and
society.

Indonesia and Turkey are key examples of political and economic
predatoriness creating a rift between the state and society, and within the
society as well. Because the redistribution is highly elitist it deepens the chasm
between the ruling elite and the masses. Lesley McCullochis report on the
violence in Aceh, Indonesia shows how political and economic predatoriness
distorts domestic ties. The paper provides interesting details of the military's
extortion in Aceh. The armed forces and the police are engaged in human
rights abuses and forcible appropriation of land for commercial purposes.”®

It seems clear that the armed forces do not think about these conse-
quences. In developing states in particular, where Milbus is found in the most
perverse form, armed forces consider their internal economy to be
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a naturally earned privilege. Since the armed forces protect the state, the
society is liable to provide for the benefits of individual members of the armed
forces. Such logic is given to legitimize the military's commercial interests,
which are acquired through the use of political power and influence. The
organization's political clout is also instrumental in keeping a lid on its
business interests. For instance, the Turkish military does not allow people to
question the defence budget or the military's business outlays. Peter Lock, who
has looked at the theoretical aspects of Milbus, says:

It is for example conceivable that the military elite anticipates a
profound crisis of the state and seeks its own productive resources
aiming at autonomy and institutional stability in the midst of the
turmoil shattering the civil society. The adoption of such a strategy
presupposes an elitist self-image of the military.?*

Such a self-image unfortunately has a high political cost. Milbus creates vested
interests that do not encourage the building of democratic norms and
institutions. Militaries that develop deep economic interests or have a
pervasive presence in the economy shrink from giving up political control. In
fact, the tendency is to establish the organization's hegemony in the state and
society. The military's hegemonic control is noticeable in the cases of Pakistan,
Indonesia and Turkey.

From the professional standpoint, the armed forces' exposure to money-
making takes its toll on professionalism. The example of China is a case in
point. The protection given to businesses in the form of immunity from civilian
monitoring and prosecution resulted in corruption.*® James Mulvenon also
mentions corruption as one of the implications of the Chinese military's
commercial ventures and the PLA's involvement in non-military activities.*!
Thus, more than providing for the welfare of the soldiers, Milbus activities
cater for the personal ambitions of the military's top elite. In any case, the
organization's higher management uses its position of being part of the ruling
elite for profit making.

Obviously, the inequitable distribution of resources in the armed forces
creates problems for the organization and undermines professionalism. Since
the distribution of economic opportunities depends on the benevolence of the
higher echelons, junior and mid-ranking officers tend to earn favours from the
senior officers. As will be seen from the case study of Pakistan, this tends to
cloud the judgement of personnel who hope to secure advantages and post-
retirement benefits. This happens in other countries as well, such as China.
However, Beijing tried to solve the problem of the lack of a professional ethos
in the PLA by emphasizing greater professionalism. The Revolution in
Military Affairs (RMA) introduced in the PLA, especially in the 1990s, aimed
at cutting down the non-military roles of the armed forces, by measures such as
forcing the military to disin-vest in the services industries sector.®’ The
Chinese armed forces still have a role in the defence production sector.
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MILBUS AND PAKISTAN

Pakistan's political future has been the subject of enormous concern and
scholarly debate since the events of 11 September 2000. Many of the questions
centre around the future of the Pakistani state. Can democracy ever be
strengthened in Pakistan, given the multiple challenges it faces? Does the
regime of General Pervez Musharraf wish to restore sustainable democracy, as
it claims? What means can be found to insulate Pakistan's democratic
institutions and political structures from future military intervention?
Traditionally, studies on Pakistan's democracy, civil-military relations or
politics have addressed these questions by analysing the comparative strengths
and weaknesses of the political forces and the military. Since 9/11, US policy
makers' generous statements endorsing Musharraf's apparent efforts to
strengthen democracy were just one example of a mindset that views non-
western militaries as relatively more capable than civilian institutions.

The fragility of Pakistan's political system, however, cannot be understood
without probing into the military's political stakes. The fundamental question
here is whether the Army will ever withdraw from power. Why would
Pakistan's armed forces, or for that matter any military that has developed deep
economic stakes, transfer real power to the political class? The country is
representative of states where politically powerful militaries exercise control of
the state and society through establishing their hegemony. This is done through
penetrating the state, the society and the economy. The penetration into the
society and economy establishes the defence establishment's hegemonic
control of the state. Financial autonomy, economic penetration and political
power are interrelated and are part of a vicious cycle.

Today the Pakistan military's internal economy is extensive, and has
turned the armed forces into one of the dominant economic players. The most
noticeable and popular component of Milbus relates to the business ventures of
the four welfare foundations: the Fauji Foundation (FF), Army Welfare Trust
(AWT), Shaheen Foundation (SF) and Bahria Foundation (BF). These
foundations are subsidiaries of the defence establishment, employing both
military and civilian personnel. The businesses are very diverse in nature,
ranging from smaller-scale ventures such as bakeries, farms, schools and
private security firms to corporate enterprises such as commercial banks,
insurance companies, radio and television channels, fertilizer, cement and
cereal manufacturing plants, and insurance businesses.

This, however, is not the end of the story At the institutional level, the
military is also involved directly through its small and medium-sized enter-
prises. This is one of the least transparent segments, which makes it difficult to
exactly calculate the net worth of the military's internal economy. Operations
vary from toll collecting on highways (motorways) to gas stations, shopping
malls and to other similar ventures.

Finally, there are a variety of benefits provided to retired personnel in the
form of urban and rural land, or employment and business openings.
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The grant of state land is a case of diverting the country's resources to indi-
viduals for profit. The business openings, on the other hand, show how certain
individuals make money through using an organization's influence. The
connection of these military entrepreneurs with the armed forces opens more
doors for them than for private-sector rivals* The individual favours also
reveal a Kleptocratic redistribution which has a financial and opportunity cost.
This kind of economic empire cannot be established, and money-making
opportunities would not be available, without the political and organizational
power of the armed forces.

The beginning of Milbus in Pakistan coincided with the military moving
into the political front. Although some of the activities, such as granting land to
individual officers and soldiers, were inherited from the pre-independence
colonial army, the post-1954 growth of the military's internal economy was
unprecedented. The indigenous breed of military officers that took over the
higher command of the three services of the armed forces around 1951 aimed at
consolidating political power through increasing their influence in decision
making and establishing the organization's financial autonomy. The need to
bring affluence to individual personnel was done through Milbus, which
became a process of granting perks and privileges. This enhanced the
organization's ability to manipulate the national resources at a systematic level,
and greatly increased the financial and economic power of both the institution
and its personnel. The latter was done through establishing business ventures
controlled by the armed forces. The rather rapid promotions of junior officers
to take command of the military in India and Pakistan had an impact on the
overall quality of the military organizations. In Pakistan there was an added
factor of lax political control of the organization, which nurtured political
ambitions among the top echelons of the army. The Indian political leadership,
on the other hand, took measures to establish the dominance of the political
class and the civil bureaucracy.*®

In consequence, the Pakistan Army pushed itself into direct control of
governance through sidelining the weak political class. Martial law was first
imposed in 1958. Since then,, the military has strengthened its position as a
dominant player in power politics. Over the 59 years of the state's history, the
army has experienced direct power four times, and learnt to negotiate authority
when not directly in control of the government. Pakistan's political history
exhibits a cyclic trend of seven to ten years of civilian rule interrupted by
almost a decade of military rule. As a result, the political and civil society
institutions remain weak.

This powerful position also allowed the military to harvest an advanta-
geous position in politics. The organization morphed into a dominant 'class'
exerting considerable influence on society politics and the economy. The
military have their own norms, corporate culture, ethos, rules of business,
established economic interests and financial autonomy, and exercise strict
control over entry into the organization. While armed forces personnel can
seek appointments in civil bureaucracy no member of any civilian institution
can imagine getting a position in the armed forces. These
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restrictions are due to the professional character of the military, and the fact that
the military jealously guards entry into the organization.

After 1977, the armed forces made a concerted effort to establish them-
selves as an independent professional and social class that had the power to act
in its own interest, like any other dominant class in the country. The army,
which is the largest service and the most politically influential, forced the
civilian regime in 1985 to pass a controversial amendment to the constitution,
which empowered the president to dismiss the parliament. This legal
mechanism was a security valve to enable the military to dispense with regimes
that questioned its authority or were not trusted by it. Subsequently, the
military regime of Pervez Musharraf formed the National Security Council
(NSC) in 2004, and this transformed the status of the military from being an
instrument of policy to a awesomely powerful organization that could protect
its interests as an equal member of the ruling elite.

The idea of setting up the NSC had been broached consistently since 1977.
Modelled on the Turkish and Chilean NSCs, the newly founded council
elevated the armed forces' position from merely a tool of policy making to an
equal partner in civil and political society. One of the key arguments of this
book is that the economic stakes of the military elite, and their financial
autonomy, played a vital role in persuading them to push for an independent
status for the organization. The independent economic power not only
enhanced the sense of confidence of senior military officers, it also gave them a
sense of superiority. Thus, political and economic independence is a lethal
combination in an army known for its ‘Bonapartist' tendencies.

The issue of the linkage between the internal economy of the armed forces
and its prominent position in politics in Pakistan remains understudied and
largely unresearched. This is true for most countries where the military has a
prominent economic role. Such lack of attention does not necessarily signify a
lack of interest. There are four explanations for the absence of consistent
research. First, commentators on Pakistan's economy, politics and civil-
military relations traditionally considered the defence budget as the primary
form of military capital. It must be noted that there is, in any case, very little
analysis available of the defence economy in Pakistan. Given the general lack
of transparency in this particular area, economists or political scientists have
rarely analysed the political economy of national security. Historian Ayesha
Jalal has looked at the political economy of the military, but she confined
herself to the defence budget.** More recently, Hassan-Askari Rizvi has
discussed Milbus without providing much detail.*® The omission, however, is
primarily because of the absence of data.

Second, Milbus grew surreptitiously. Formally established in 1953-4, the
military's internal economy did not grow as rapidly or noticeably as the
defence budget. It was after the third martial law in 1977 that the military
started to work more consistently on expanding its economic interests. This
coincided with the efforts to establish the military as an independent entity
parallel to all other political and civil society players. Contrary to claims from
the armed forces that the NSC is necessary to strengthen democracy,
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the underlying concept is to establish the military's position as an independent
entity that can present and support its interests like other members of the ruling
elite. Moreover, as the defence establishment gained experience of governance
and political control, it expanded its economic interests as well. Each military
regime gave greater advantages to its personnel than its military predecessor,
and became more accommodative of the personal interests of its officer cadre.
Each military leader, for his own survival (and legitimacy), has to reward the
senior echelons of the military to ensure their allegiance and establish unity of
command in the forces. The progression of providing more and better-quality
benefits to military personnel is only natural, especially because one of the
arguments of the military rulers is that the civilian leadership wants to weaken
and destroy the armed forces. Hence, the privileges are meant to mitigate any
concerns, if there are any, about the weakening of the military institution.
Gaining greater financial autonomy is a symbol of the organization's power.

The third explanation for the lack of research pertains to the obscurity of
military capital. Since Milbus aims primarily at providing benefits to
individuals, especially senior personnel, the armed forces tend to be highly
protective of the relevant data. Like the Turkish armed forces, Pakistan's
military is extremely protective of its interests and does not encourage any
serious debate on the defence budget or Milbus. Non-military people are barred
from accessing information related to Milbus because of the peculiar legal
provisions that protect Milbus-related information from exposure. The four
foundations are registered under laws that categorize them as private-sector
entities which cannot be examined by government auditors. Such legal
provisions hamper the government and the Auditor-General's Department from
taking any action if and when they find an irregularity in accounts or observe
an unauthorized flow of the funds.

The fact is that over the 58 years of the country's history, there has been
little pressure from the political leadership or the civil society on the military
not to expand its economic interests. It is only recently that some members of
the political opposition, such as Senator Farhatullah Babur and Sherry Rehman,
have begun to question the military's economic empire. The political leadership
did not view Milbus as threatening, or ignored Milbus so as not to displease the
generals excessively. The commonly accepted logic is that since Milbus is
central to the military's interests it would be unwise to take on the organization.
Furthermore, economic incentives were deliberately given to the armed forces
to please the generals and buy their sympathy so that they would not disturb the
regime(s). This behaviour did not take account of the fact that greater financial
autonomy strengthened the military politically, organizationally and
psychologically.

The military has been strengthened politically in comparison with other
domestic players because of its financial autonomy. As the military can engage
in profit-making ventures, which is not its primary role, it grows confident in
raising resources independently for which it would normally look to the
government and the private sector. The popular
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perception in military circles is that the various business projects are more
efficiently administrated than most public-sector industries, businesses run by
civil bureaucrats and even the private sector. Such a notion, however, is
unfounded. This book reveals the inefficiency of the military-controlled
commercial operations through empirical evidence. There are high financial
and opportunity costs in building and sustaining the military's influence in
power politics, and these burden the national resources.

Referring to the earlier discussion regarding the Pakistani political
leadership's negligence of understanding the link between the military's
political and economic ambitions, this book argues that the politicians did not
proactively discourage the armed forces from establishing their political
influence. The military is seen primarily as a political arbitrator that is called
upon to negotiate between competing political interests or factions. The
political leadership's main problem with the military is not related to the
organization's influence or political involvement, but to its dominance of the
state. Given the authoritarian behaviour of the ruling elite, there is little
reservation in using the military's organizational power to further the interests
of some members of the ruling elite at the cost of others.

Both popularly elected prime ministers like Zulfigar Ali Bhutto, Mian
Nawaz Sharif and Benazir Bhutto, and internationally trained technocrat
premiers like Moeen Qureshi and Shaukat Aziz, shirked from questioning the
perception that a powerful military has a right to snatch a comparatively larger
share of resources. These politicians are among many who have never seriously
challenged the concept of the use of military force in politics. The question that
arises here is, why has no civilian institution ever forcefully challenged the
military or its role in governance? There are two explanations for this tacit
cooperation. First, there is a symbiotic relationship between military force and
political power. The members of other elite groups in the country
accommodate the military's interests for mutual benefit. This is a case of
collective over-plundering, a concept that can be explained better through
Mancur Olson's theoretical framework of Kkleptocratic distribution of
resources.*®

According to Olson's concept of roving and stationary bandits, roving
bandits enforce a higher cost on the settled community (town or village) they
pillage. By engaging in collective over-plundering, the roving bandits impose a
negative externality on the society, resulting in a depletion of resources. This
ultimately reduces the dividends for the bandits as well. The stationary bandits,
on the other hand, are rational, since they settle down in a community and
agree to willingly protect the society against roving bandits in return for
economic gains. The entire paradigm is based on the negotiation of mutual
interests. Applied to Pakistan's case, this means that the politicians or other
dominant classes view military power as a tool to extract benefits while
denying the same to other citizens. This behaviour is reflective of the feudal
tendencies of the society, or the ruling elite. The Pakistani military is no
exception. Incidentally, it also shares this feudal attitude. Its feudal-
authoritarian attitude is prominent despite the claims that the military is a
modern institution following newer sociopolitical trends.
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Second, there is a mutual dependency between the military and other elite
groups The military regimes have been the source of power for most political
leaders and some important members of the corporate sector. The country's
history shows how a number of politicians or entrepreneurs were produced and
propelled into prominence by the military.

Hence, the dominant classes including the military are bound in a
predatory partnership that has serious consequences. Most obviously, it
undermines the interests of the common Pakistani citizen. For instance, land
distribution tends to favour the elite at the cost of the landless peasants.
Similarly, the distribution of other essential resources also favours the ‘haves'
rather than the 'have nots'. The plight of the fishermen in Sindh at the hands of
paramilitary forces, and the landless peasants in Okara after 2001, indicate the
usurpation of resources by the military. In both cases the military (including
the paramilitary) literally fought against the segments of the community
involved in order to control resources. Such events indeed create an imbalance
in society.

In spite of the collective over-plundering, the non-military elite has never
seriously challenged the military's advantages or influence. With their eyes on
getting into power, the majority of politicians in particular never question the
perception of a dominant threat that the military present in justifying their
presence. The external threat from India is used to justify greater investment in
defence rather than socioeconomic development, so there is an absence of an
active protest against the military's infiltration into the society and economy.
Over the years, national security has developed into a dogma almost on a par
with religious ideology. People from civil society such as journalists,
politicians and human rights activists who are not convinced of the justness of
the military's political and economic domination are often coerced into
submission. In consequence there is barely any institutional protest against the
armed forces' primacy.

The political silence is a cost itself. The absence of serious challenge
strengthens the military's power, which in turn further weakens civilian
institutions. With weak institutions the state and society become more frag-
mented, which is an unhealthy condition for socioeconomic development.
Moreover, it establishes an environment of patronage and cronyism that does
not bode well for the future of democracy in Pakistan. Much the same is the
case in Indonesia, Turkey and other states where militaries are encouraged to
build huge financial empires.

Despite its promises and claims to restore democracy, Pakistan's military
government, installed in October 1999, is not different from the previous
military regimes in terms of not allowing civilian institutions to strengthen.
Besides other factors, the military's internal economy is a key motive behind
the regime's disinclination to bring about a major change. Having reaped the
dividends of political control, Musharraf and his generals will only introduce
‘guided democracy' in which their interests remain unchallenged. A strong
political system also means greater transparency and accountability, which is
unacceptable to the military and the elite.
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Does this make sustainable democracy in Pakistan a tall order? Not
necessarily, but the recipe for strengthening democracy may be a strong
domestic movement backed by external pressure. The various examples from
Latin America provide some insight into how the military's influence can be
reduced. The Chilean, Honduran and the Nicaraguan militaries also had large
economic empires, but they were pushed back into their barracks. The changes
in the Latin and South American political systems, however, are attributable to
a combination of domestic struggle supported by exogenous pressure from the
United States and the international community. It seems clear that the internal
political environment drew the attention of the United States to the need to
support dissident groups in Latin and South American countries, in order to
bring change in a region considered vital to American interests. The threat of
communism played a major role in convincing Washington to facilitate a
rearrangement of relationships amongst the players in its neighbourhood.
Hence, the military in Chile, for instance, had to agree to downgrade the power
of the NSC and withdraw numerous political and economic perks. Similarly, in
Pakistan's case the recipe is to encourage a strong mass-based political
movement that aims at ending authoritarian rule, including that of the armed
forces. The potential role of external players in supporting the domestic
political forces will be invaluable.

OUTLINE OF THE BOOK

This study is both exploratory and analytical. It presents some new data
regarding Pakistan military's internal economy to explain the behaviour of
Milbus. The unavailability of data was initially a serious issue. Except for an
article-length study conducted in 2000 (the first exploratory research), and a
series of articles published in a few Pakistani and US newspapers, there is very
little that was out in the open.®” Given the sensitivity of the topic, there is also a
risk involved in conducting this research. It must be reiterated that the military
jealously guard their secrets, especially those pertaining to their key interests.
The defence budget and the hidden economy are two key areas central to the
power and political interests of the armed forces. General Musharraf's regime's
subtle management of the media has kept journalists away from probing into
the military's economic interests. The government uses both rewards and
coercion as tools to manage the media. Incidentally, some information was
made available as a result of the questions and answers sought by the
parliamentary opposition after 2002.

As a result of this, it was not possible to produce a perfect data set
regarding the actual size of the military's internal economy. Therefore, the
study uses a qualitative rather than a quantitative framework. Its fundamental
strength is in outlining the structure of the military's internal economy by
defining the areas that must be included in any research on Milbus. It also
presents a rough assessment of the financial worth of this hidden military
capital and its impact on the overall economy.
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I have used both secondary and primary sources for the book. During the
course of research | also found that one of the reasons for the media and civil
society's inability to highlight the military's economic empire is that there had
never even been a consistent effort to extrapolate the data that is available,
such as the annual financial reports of some of the companies. Out of the 96
projects run by the four Pakistani foundations | have mentioned, only nine are
listed with the Securities and Exchange Commission of Pakistan (SECP). |
have used the reports of these military companies as part of my secondary data
along with newspaper reports.

The primary data comprises over 100 interviews with individuals
including businessmen, politicians, retired military personnel, and political and
defence analysts. Some critical data was provided by sources whose identity
cannot be disclosed. | was able to piece together some of the historical facts
about Milbus from interviews with former and serving managers of the
foundations. Although their revelations were understandably selective, it was
possible to get a sense of how they thought about the military's involvement in
politics and the economy. It is not surprising that most of the former military
officers completely denied their organization's involvement in business.

It must be mentioned that defining Milbus has not been an easy task.
Extensive literature on military corporatism, bureaucratic authoritarianism and
civil-military relations has to be examined to be able to define the concept of
Milbus. An analysis of the internal economy would not have been be possible
without coining a definition that explained this segment of the military's
economy. A new definition will hopefully help those suffering from the impact
of Milbus to debate the problem with their governments. That the lack of a
clear definition impeded the political opposition from forcefully stating their
case against Milbus in Pakistan was obvious during a parliamentary debate in
2005. Despite the consistent efforts of opposition members to pin down the
army for its involvement in commercial corporate activities, a strong case could
not be made because no one could properly define the boundaries of the
military's hidden economy. Moreover, these parliamentarians could not present
a strong case regarding the opportunity costs of Milbus. The definitional and
theoretical portions of this book are therefore intended as a contribution to the
existing literature on the military's power in the political economy.

The book has 10 chapters. Chapter 1, 'Milbus: a theoretical concept’,
defines and explains the linkage between Milbus and civil-military relations.
The basic argument is that Milbus is a phenomenon prevalent in most
militaries. The extent of the military's penetration into economy and society is
however, directly proportional to its political power and its relationship with
other societal and political players. The manner in which a military operates
depends on the nature of civil-military relations and the strength of the political
institutions of the state.

This chapter outlines six distinct categories of civil-military relations. In
all these types, the power of the military to develop and protect its stakes varies
with the strength of the state. The first two types of civil-military
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relations are found in states where the political forces are relatively strong.
This is followed by three distinct classifications of states known for the
strength of their military rather than their political forces. Finally, there is a
type of military that benefits from the failure of the state. Found mostly in
Africa, such militaries partner with warlords to loot and plunder the state's
assets.

Chapter 2 is the beginning of the case study of Pakistan. Since the politi-
cal power of the military determines the extent of its economic predatoriness,
this chapter is an effort to understand the development of the Pakistan Army's
power and its praetorian character. Entitled 'The Pakistan military: the devel-
opment of praetorianism, 1947-77', the chapter discusses the gradual strength-
ening of the armed forces. Besides commenting on the political growth of the
armed forces, this chapter includes an explanation of the mandate of the
military, its ethnic composition and its organizational structure.

Pakistan's military is the most powerful institution in the country. This
relatively superior capacity can be attributed to the organization's role as the
saviour of the state. Such a role was launched soon after the country's
independence in 1947. The first war with India set the political course of the
country. Allowing the military to initiate a major operation without sufficient
civilian control propelled the army into significance. Henceforth, external
threat was used as the raison d'etre of the armed forces and the source of their
power. In fact, external threat was defined to include internal security matters
as well. Unchecked by any other institution, the military defined the national
interest.

The civilian elite of the country also had a role to play in propelling the
military to significance. The organization was primarily seen as a political
force multiplier for the civil bureaucracy, who did not realize that the military
would gain wings of its own. The first martial law of 1958 had aimed at
establishing the rule of the civil bureaucracy Instead, power was hijacked by
the ambitious army leadership. There were a number of factors that
strengthened the armed forces, the most important being the relationship
between the military and the three dominant classes identified by Hamza
Alavi.

This chapter also argues that the armed forces essentially had the character
of a military ruler. They did not intend to leave politics. Therefore General
Ayub Khan, the first martial law administrator, used the Muslim League and
the basic democracy system to establish permanent control. The takeover of
General Yahya Khan from General Ayub was not a second military takeover,
but a counter-coup that indicated a change in the army and the state's
command at the top. The army continued into politics until 1971-2, when it
was pushed back as a result of its failure in a war with India.

Chapter 3, 'Evolution of the military class, 1977-2005" continues the
debate about the enhancement of the military's political power. It also high-
lights how the growth of the financial interests of the officer cadre of the
armed forces enhanced the financial autonomy of the military fraternity, and
provided it with the clout to become independent of all other players.
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Democracy was restored in 1972, but the army ensured that power was
transferred to Zulfigar Ali Bhutto, who was closer to the military establishment
than his rival, Sheikh Mujeeb-u-Rehman from East Pakistan, Bhutto
represented the landed-feudal class, which is part of the ruling elite of the
country.

However, the military could not completely control the political system.
The 1970s was a decade of populist politics in Pakistan, which brought relative
empowerment to the masses. Given the interests of the class he represented and
his own power ambitions, Bhutto failed to institutionalize the people's power
or strengthen democratic institutions. Instead, as is argued in Chapter 3, the
elected prime minister rebuilt the armed forces. Consequently, the army
marched right back into the corridors of power in 1977.

From this point the army's top leadership struggled to strengthen the
military's economic interests and find new ways of institutionalizing the
organization's power. General Zia ul Haq, the third chief martial law
administrator, initiated the debate on establishing the NSC, an institution that
would give the armed forces a permanent role in governance. Although
General Zia did not succeed in establishing the NSC, he managed to introduce
constitutional provisions such as Article 58(2)(b) which empowered the
president to dismiss an elected government. This provision was used often
during the 1990s to sack political regimes.

The plan for creating the NSC finally succeeded in 2004 during the reign
of the fourth military ruler, General Pervez Musharraf. Although the NSC was
not established during Zia's regime, the military gained prominence and could
not be pushed back even after the military dictator's death in a mysterious
plane crash in 1988. In fact, the politicians contributed to the strengthening of
the military's economic interests. The armed forces were provided with greater
opportunities for economic exploitation. These economic interests combined
with the armed forces' political ambitions played a major role in pushing them
to institutionalize their power.

Chapter 4, 'The structure of Milbus', outlines the organizational config-
uration of the Pakistan military's economic empire. It explains the command
and control structures, and the various methods used to exploit economic
resources. The military's economic empire operates at three distinct levels:
through the direct involvement of the organization, economic exploitation
through its subsidiary companies, and by granting advantages to individual
members of the military fraternity. This pattern is similar to Indonesia’s, where
the top political leadership preys on the economy along with the military
institution.

Chapter 5, Milbus: the formative years, 1954-77", discusses the growth of
Milbus in the years from 1954A77. From the mid-1950s, the armed forces
expanded their stakes in all three segments of the economy: agriculture,
manufacturing and service industry. These 23 years have been divided into two
phases: 1954-69 and 1969-77. These periods roughly overlapped with the
political changes in the country. The first 16 years were the formative years
during which the armed forces gradually estabUshed their foothold in
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politics and the economy. The second set of six years reflects the civilian
interlude in the form of democratic rule of Zulfigar Ali Bhutto. This is the only
time when Milbus did not grow rapidly, because of the political leader's plans
to check the autonomy of the armed forces. However, Bhutto failed in curbing
the military's political or financial autonomy because of his dependence on
military force to attain personal political objectives.

Chapter 6, 'Expansion of Milbus, 1977-2005', is about the growth of
Milbus from 1977 to 2005. These are the years when the military's internal
economy grew phenomenally. After the imposition of the third period of
martial law in 1977, the military undertook various projects to support its
economic interests, including setting up new institutions such as the SF and BF
to further institutionalize its economic exploitation. The military's economic
role got a further boost during the ten years of unstable democracy. From
1988-99, the political governments gave added economic advantages to the
armed forces in return for their support. During this period, the military entered
uncharted territories such as the finance and banking sector. The last period
saw the expansion and consolidation of the military's economic interests.
Coinciding with the fourth military takeover in 1999, these years witnessed
much greater penetration of the defence establishment into society.

Chapter 7, 'The new land barons', discusses the armed forces' urban and
rural land acquisitions. Pakistan suffers from the problem of inequitable
distribution of resources, especially land. There are a few people with large
land holdings, while the 30 million landless peasants struggle for survival and
remain in search of land. However the dominant classes, including the military,
have not looked to equalize the situation, but have focused on satisfying their
own appetites for land.

The British tradition of granting land to the military for certain purposes
has been exploited for the benefit of the senior echelons of the officer cadre.
The feudal attitude of the state and its military is demonstrated by the pattern
of land distribution and monopolization of vital resources such as water.
Although ordinary soldiers are awarded land as well as officers, they do not get
access to water to develop the agricultural land. This facility is restricted to the
senior officers. Such elitist distribution of resources puts the senior officers in
the same class as the big civilian feudal landowners. The distribution of urban
land also reveals the power of the ruling elite. Instead of solving the problem
of the lack of housing, successive governments have opted to award prime
urban land to the officer cadre of the armed forces and other elite groups.

Pakistan's military, however, do not see their economic advantages as
exploitation. The various perks and privileges are justified as welfare activities.
Chapter 8, 'Providing for the men: military welfare', considers the argument of
the armed forces. The welfare programmes for serving and retired personnel
are carried out mainly to make military service attractive for able-bodied
citizens. This welfare is driven by its own politics and dimensions. At one
level, distribution of welfare funds is driven by the relative influence of the
potential beneficiaries. The senior officers tend to get a
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larger chunk of benefits than the ranks. At another level, there is inequitable
distribution of resources because of the skewed recruitment policy, which
shows a bias against smaller provinces and certain ethnic minorities. This
imbalance contributes to the existing ethnic tensions in the country.

Chapter 9, "The cost of Milbus', analyses the financial cost of the mili-
tary's internal economy. The data presented in this chapter question the
military's assertions about the financial efficiency of its commercial ventures.
Some of the military's larger business ventures and subsidiaries have required a
financial bail-out, burdening the government. Despite the military's claims that
these businesses operate in the private sector, the various companies use
government resources. This behaviour creates market distortions, increasing
the financial and opportunity costs of Milbus. The military's internal economy
also compromises professionalism in the armed forces.

Chapter 10, IMilbus and the future of Pakistan’, looks at the cost of the
military's economy on its professionalism and the politics of the state. The
conclusion, based on the evidence in the earlier chapters, is that Milbus is both
politically and socially expensive. Politically, it nurtures the military's power
ambitions. A military with such deep-rooted vested interests cannot be
removed from a dominating position until there are significant changes in the
country or in the international geopolitical environment which force the armed
forces to secede political control.

Socially, it reduces the society's acceptability of the military as an arbi-
trator and increases the alienation of the underprivileged, the dispossessed and
the have-nots. Milbus represents the institutionalization of economic
exploitation, and this has an impact on the military's character. This kind of
economy transforms the military into a predatory institution which uses power
for the economic advantages of the armed forces, especially the military elite.
Already depressed by the greed of other dominant classes, common people
even lose hope iIn the military's ability to deliver justice as an arbitrator. The
resultant alienation could push the society towards other, often extreme,
ideologies. It is important to find out whether the increase in religious
conservatism in Pakistan, Turkey and Indonesia, the three counties falling into
the parent-guardian category of civil-military relations, is just a coincidence or
a result of the changes in the character of the armed forces.
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1 Milbus: a theoretical
concept

The concept of Milbus was defined at length in the introduction, as a 'tribute’
drawn primarily by the officer cadre. As was explained, this portion of the
military economy involves the unexplained and undocumented transfer of
financial and other resources from the public and private sectors to individuals,
through the use of the military's influence. Milbus as a phenomenon exists in
many countries. However, the size of the ‘'tribute’ and the consequent level of
the military fraternity's penetration into the economy are directly proportional
to the military's control of politics and governance, and the nature of civil-
military relations in a particular country.

This chapter identifies six distinct types of civil-military relations, each
dependent on the political strength of the state. The theoretical model
presented here revolves around the concept of a politically strong state that is
known for its stable pluralist tendencies. The military fraternity's ability to
penetrate the state and society or establish its hegemony is determined by the
strength of the political system. A weak polity is a sure sign of a weakened
state, and therefore greater intrusion of the armed forces at all levels of the
economy, political and societal system. The various civil-military relations
models presented are relevant for understanding the intensity and scope of the
military's economic exploitation. Although all militaries vie for resources, their
exploitation will increase according to the extent of their political influence.

CIVIL-MILITARY RELATIONS FRAMEWORK

The state is an important subject in political science literature, and there are
numerous prisms through which analysts have looked at it. The most important
dimensions are its structure, functions and the capacity to perform its roles.
From a structural standpoint, a state is described as:

an organization that includes an executive, legislature, bureaucracy,
courts, police, military, and in some cases schools and public
corporations. A state is not monolithic, although some are more
cohesive than others.!

Like a human body, a state is composed of a set of organs meant to perform
certain functions. The link between a state's structural components and its
functions is defined as:

a complex apparatus of centralized and institutionalized power that
concentrates violence, establishes property rights, and regulates
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society within a given territory while being formally recognized as a
state by international forums.

Similarly, Charles Tilly has given a list of seven core functions that states
perform:

e  state making
» war making
e protection

e extraction

* adjudication
o distribution
« production.®

The 'statist! literature focuses in particular on the state's capacity to deliver. In
its relationship with the society or people at large, the state is perceived as a
'supra’ entity that exercises dominance over other competing institutions such
as the family, community, tribe and the market.* Hence, the state's strength is
gauged by its capacity to deliver certain services to the society. Conversely, the
state's capacity is also determined by its control over the society.

The relative strength of the various institutions and their relationships have
an impact on the capacity of the state, and this is what makes the state
relatively strong or weak. In this study, the state's capacity is determined not
only by its capability to perform these functions, but also by the relationships
between the various players. States that allow multiple players to negotiate
their share of political influence and national resources are considered stronger
than those where political debate is limited or arrested through the military's
influence. In other words, the framework does not treat the state as a monolith
that decides issues with a 'singular' mind, but as a set of relationships that
determine the allocation of resources according to their relative power.’

In fact, the relative power of the multiple players, their relationship with
each other, and their ability to freely negotiate their interests are key features of
the politically strong state identified in the theoretical framework presented in
this chapter. The relative political power that various players have to compete
for resources ultimately shapes the allocative process. The competition also
generates tension amongst the various competitors, because of the strife and
uncertainty that is characteristic of the struggle accompanying the allocation of
resources.’

In a nutshell, the state's capacity is determined by the nature of interaction
between the various stakeholders, and the plurality of the political process
determines the direction of the allocative process, and the peculiar objective of
the state. The purpose of a state is essentially that of an arbiter providing
direction to the relationships between the players. Therefore, there are four
basic dimensions in the study of the state: (a) the nature and competing
interests of stakeholders, which (b) affects the structure of the state, which (c)
in turn determines the capacity of the state, and (d) defines
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its role. This order could be reversed, creating a cyclical rather than a four-
tiered structure. To structure this in reverse, a state's role could conversely
have an impact on its capacity, influence its structure and affect the links
between the stakeholders.

This basically means that the strength of a state, or what distinguishes a
strong state from a weak one, is not just its capacity to compleie certain tasks,
but its ability to regulate relationships that can help it achieve the set of
specified objectives.” The state thus moves beyond Tilly's conception of a
supra-entity that exercises dominance over other competing institutions such as
the family, community, tribe and the market.®

It is equally important to look at the power game that is played to control
the state. Competition between the various actors and their interests lies at the
heart of the state-society relationship. It is this competition that shapes
politics.? Although there is no perfect formula for all players to get the share
they deserve or desire, it is vital to have a political environment that allows the
possibility of competition. A pluralist political system provides greater
opportunity for the state to co-opt people rather than coerce them to support the
official policy perspective. Moreover, the pluralist political structure
strengthens the larger civil society to negotiate its rights with the state. Some
authors see a state's stability in the context of its ability to dominate civil
society!™® However, in this study, state stability and control, which was the
focus of a number of authors on Latin America like Guillermo O'Donnell and
Juan Linz, is not the key determinant of the strong state. Rather, it is the
state's ability to allow multiple actors to play, and provide a relatively level
playing field for the purpose, that ensures the development of a state-society
relationship based more on consent than coercion. It must be remembered that
states use both coercion and consent to fulfil their functions.

Therefore, the present framework is centred around political pluralism as a
primary feature of state-society relations and for evaluating the strength of the
state. Established and institutionalized democracy is viewed as a basic method
of expression of pluralism and for accommodating multiple interests.
Furthermore, electoral democracy as an established norm is the basic minimum
prerequisite. These preconditions automatically exclude democracies in
transition and states where the military manipulates politics from the back seat
from being seen as strong states. Electoral democracy is primarily viewed as a
tool or an indicator of a political culture that supports pluralism. It must also be
noted that pluralism and democracy are not used in a normative sense. These
concepts are essential for an environment where multiple actors can negotiate
and renegotiate both political and economic space. The environment is geared
not to allow the military or any other player to permanently suppress any
‘competitive claimants'.*?

Nor does pluralism undermine sensitivity to the quality of power rela-
tionships in a state, since the model takes social cleavages into account. While
the framework recognizes the primacy of the state as an instrument of policy
and for delivering certain goods to civil society, such as security
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and development, it does not support turning the state into an instrument of
class domination or the supremacy of a particular group. In short, the
framework of defining a strong state makes use of the state-corporatist concept
of 'enforced limited pluralism® or finclusionary' corporate autonomy.'* This
allows for a strong state from a functional standpoint as well as admitting
multiple players or power centres.

Political pluralism as expressed by democratic political rule is essential for
two reasons. First, politically, it serves as a security valve against a military
takeover of the state and society, or the domination of a strong group or clique.
Since the military is a country's primary organized institution trained in the
management of violence,’ it has greater capacity to exercise coercion, and the
organizational capacity to dominate civilian institutions.'® Having the capacity
to coerce people, the armed forces have a natural edge over other players to
dominate the state and society, especially in a non-democratic environment.
The military are key players in policy making in all parts of the world. The
national security agenda makes it imperative for the political society and policy
makers to bestow a special status on the armed forces and their personnel.
However, if unchecked the military can dominate all other stakeholders
through their sheer organizational strength and power. In fact, the military can
become the state itself, as will be shown in the case study of Pakistan. A strong
state, on the other hand, is known for treating its armed forces as one of many
players, and as an instrument of policy that can be used both internally and
externally.

A democratically strong state is at the core of this theoretical model. As
we move away from this fulcrum, the strength of the state gradually dimin-
ishes, and the weakening political structures may be dominated by political
parties, individuals, military regimes or warlords. The peculiar nature of civil-
military relations eventually determines the extent to which a military will
exploit national resources.

ATYPOLOGY OF CIVIL-MILITARY RELATIONS

There are six identifiable typologies of civil-military relations:

»  civil-military partnership

» authoritarian-political-bureaucratic partnership
* ruler military domination

» arbitrator military domination

»  parent-guardian military domination

» warlord domination.

Since the relative power of the political system establishes the strength of the
state, which in turn determines the military's capacity to penetrate the political,
social and economic realm, each typology is distinguished by the political and
economic system, nature of the civil society,, and the level of military's
penetration into the polity, society and economy (see Table 1.1).
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In the first type, the military is subservient to civilian authorities. This is
due to the strength of the civil institutions and civil society. The system is
known for its free market economy, which allows the military to gain
advantages through partnership with the dominant political and economic
players rather than to operate independently The armed forces are distin-
guished by their professionalism, which includes subservience to the civilian
authorities.

The military of the second category is similar in terms of its dependence

on civilian authorities. However, the armed forces draw their power

Table 1,1 Civil-military relations: the six typologies

Civil-military
partnership

Authoritarian political
party-military partnership

Political system

Civil society

Control of military

Control of military:
historical perspective

Military character
Military key role

Secondary roles

Political legitimacy

Military's political
influence

Military's political
intervention

Military rule

Military's control of
state and society

Economic system

Military in economy

Democracy

Assertive

Civil government

| Civil

Professional
External threat
PK, ND, ACA

Nil

Subordinate

Nil

Nil
Nil
Free market capitalism

Subordinate

Party control

Controlled

Political party
Political party

Professional
External threat
PK, ND, ACA

Nil

Subordinate

Nil

Nil
Nil
Controlled economy

Subordinate

Key. PK: Peacekeeping, ND: Assistance in natural disasters, ACA: Assistance
to civilian authorities in domestic emergencies, PC: Political control, PF:

Policing functions
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from the dominant political party, individual leader/s, or the ruling
dispensation. Despite the fact that the economy is not structured on a free-
market principle, the military does not operate on its own but benefits from its
association with the party/leader. The armed forces are primarily professional
except that they have a relatively greater role in internal security and
governance.

The next three categories show different forms of military domination.
This is because of the praetorian nature of the societies and the historical
significance of the armed forces in power politics. The secondary roles of

Ruler military Arbitrato Parent-guardian Warlord type
r military military
Military rule Military/civil Military's Warlord/group
authoritarianism  constitutional leaders
control
Weak Fragmented Fragmented Weak
Military Military Military Warlords
Military Military Military Military/civil
Neo-professional  Neo-professional  Neo-professional Non-professional
Internal threat Internal threat Internal threat Self-protection
PK, ND, ACA, PC, PK,ND, ACA, PC, PK, ND, ACA, PC, ND, PC, PF
PF PF PF
Alternative Political arbitrator Permanent Plunderer
institution arbitrator
Primary Dominant Primary Partner
Yes Yes Yes Yes
Yes Periodic Permanent Partner
Complete Dominant Military hegemony Partner of the
war lord
Pre-capitalist Pre-capitalist Pre-capitalist Anarchic
Dominant Dominant Dominant Dominant
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such militaries include policing functions and political control. The key
difference between the three types is in what has been defined here as the
military's stated political legitimacy.

The term 'legitimacy' does not refer to civil society's acceptance of the
military's role, but to the mechanism through which the military justifies its
political influence. So while the ruler-type military presents itself as an
alternative institution that has to control the state, the arbitrator type ration-
alizes its dominant role as a political and social arbitrator that steps into
governance to correct the imbalance created by the political leadership. The
parent-guardian type, on the other hand, uses constitutional mechanisms to
consolidate its presence as a permanent arbitrator. The permanent role of an
arbitrator is meant to secure the state from any internal or external threats
posed by outside enemies or domestic actors who might weaken the state
through their indiscretion. The warlord type, which is the final category,
presents an extreme case of an anarchic society, where the military loots and
plunders in partnership with dominant civilian players.

A strong political system or political party control will force the military to
take a subservient role. In such cases the role of the armed forces will be
defined by the civilian leadership and primarily limited to external security.
The role is significant because it determines the level of the military's
penetration into the state and society. Internal security roles tend to increase the
military's involvement in state and societal affairs. The armed forces' overall
penetration, on the other hand, influences the political capacity of the state. In a
nutshell, the typologies summarize all the possible interactions between a state
and society and its armed forces. (See Table 1.2 for an overview of the
comparative types.)

THE CIVIL-MILITARY PARTNERSHIP TYPE

This type is found mostly in stable democracies known for a strong and vibrant
civil society and sturdy civilian institutions. The political environment is
known for firm civilian control of the armed forces. Historically, the militaries
are subservient to the civilian government and are considered as one of the
many players vying for their share of resources. The militaries customarily do
not challenge civilian authority because of their sense of professionalism and
restricted scope to do so. Hence, the armed forces are professional in the true
Huntingtonian sense: a strong corporate culture and submission to civilian
authorities. This kind of professionalism is inherently different from the 'new
professionalism' of praetorian militaries in Latin America, South-East Asia and
other regions.

The primary role of militaries in this category is fighting external threats.
The armed forces get involved in internal security duties as well, but that is
mainly at the behest of the civilian authorities or under their firm political
guidance. The military's sense of professionalism and restriction to an external
security role can be attributed to the strong civil society and democratic
institutions such as the media, judiciary, human rights organizations, election
commissions, political parties and government audit institutions. The media
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Table 1.2 Types of civil-military relations

Civil society

Partner Dominant Hegemonic
Civil-military USA, France,
partnership UK, South

Africa, India,

Brazil, Israel
Political China, Iran,
party-authoritarian Cuba, Sri
military partnership  |Lanka
Ruler military Chile, Haiti,

Burma,

M Argentina
Arbitrator military Pakistan (pre-

I 1977), Turkey

LI (pre-1961),

Indonesia,

T Thailand,

A Vietnam,

R Cambodia,

Y Bangladesh
Parent-guardian Pakistan
military (post-1977),

Turkey (post-
1961),
Indonesia
(post-1966)
Warlord Nigeria,

Ethiopia,

Sierra Leone,

Angola,

Somalia,

Sudan

in particular are quite strong, which makes it imperative for the armed forces to

operate in their well-defined area of operations.

Broadly speaking, the political system in the countries that fall in this
category can be termed as state-corporatist in structure, in which interests are
represented 'through vertical functional organization of officially sanctioned

forms of association'.*’ The state is capable of imposing its will on society as
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well as allowing for negotiation between multiple stakeholders for control.
Consequently, political agendas emerge through a consensus between the
players, with each one being able to negotiate its share without fear of the
military's domination. This, however, does not necessarily suggest an ideal
form of democracy. In fact, there is a variation in the quality of democracy. As
well as the United Kingdom, the United States, Germany and France, states
such as India, South Africa and Brazil fall in this category.

These other states have a different political history, culture and traditions,
and the evolution of the state and society has not followed the same trajectory
as in the western countries. India, for instance, is termed as a political culture
bordering on praetorianism.'® Bitter periods of political repression, such as
during Indira Gandhi's government in the 1970s, reflect its latent authoritarian
tendencies. However, despite this bad patch and the existing authoritarian
nature of Indian politics, the military in India has been kept under firm civilian
control. The armed forces are viewed essentially as an instrument of policy.
Such a character of civil-military relations was deliberately built into the
political design of the Indian state, and its civilian leadership has jealously
guarded its control of the armed forces. India's first prime minister, Jawaharlal
Nehru, ensured the military's subservience to the political leadership and the
civilian bureaucracy through encouraging a particular kind of a defence-
administrative culture.’® Over the years, the military adapted to the civilian
domination of the state and defence policy making, and never ventured to
challenge the supremacy of the civilian leadership.

Similarly, South Africa has a democratic culture distinguished by control
of the armed forces. Although the country is known for its history of apartheid,
a liberal political culture and professionalism in the armed forces were created
through reforms of the security sector. The restructuring was meant to
introduce a culture where the military would not dominate the political
discourse and governance.

These countries have over the years moved towards a civil-military
partnership in politico-military terms and/or in the economic sphere. In the
first instance, the military has become more than just an instrument of policy,
and has gained greater significance in the country's politics and policy making
because of the evolution in its role. The greater role in countering internal
threats has resulted in a partnership between the civil and military in a number
of countries such as the United States, France, the United Kingdom, Israel and
India.

The Israeli military's role in fighting the Arab intifada brought substantive
changes in civil-military relations, making the armed forces much more
significant for the state than in the past.’’> The new role also means that the
military cannot be overruled in the same fashion as was envisaged by earlier
Israeli leaders such as David Ben-Gurion. Similarly, the change in the nature of
threat after 9/11 altered the relationship between the military and the civilian
authorities in the United States. The changed role meant an increase in the
defence establishment's role in governance. The CIA, FBI and other agencies
play powerful roles and
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often deal with more than internal security. From a planning perspective, a
closer link between the home, foreign and defence departments, which often
happens with a rise in internal threat resulting in a greater internal security role
for the armed forces, almost always leads to a stronger civil-military
partnership. The military becomes a more important member of the policy-
making power coalition.

In the United States, the changing of the state's role - the public sector was
downsized after the end of the cold war - transformed the role of the armed
forces as well. The relative strengthening of the armed forces led to a greater
involvement of serving and retired military personnel in decision making. The
US-Israeli civil-military relations model, which is also found in other countries
in this category, is not confrontational but brokers a partnership approach. This
does not mean that the military is not controlled by the civilian authorities or is
involved in politics. However, the greater role in internal security increases the
military's influence in decision making and governance.

The civil-military partnership has in fact both a politico-military and an
economic dimension. While a closer linkage between the civilian decision
makers and military authorities is established through changes in the military's
role which lead it to focus more on internal security, a partnership is
formulated in developed economies for reasons of profit making as well. This
economy also falls into the category of Miibus. The private military enterprises
(PMEs) and private security businesses in the United States, the United
Kingdom, France and South Africa are some of the examples of economic
benefits accruing to the civilian-corporate sector and the military from a
partnership. Established mainly during the 1990s, the PME businesses
employed retired military personnel for security duties in countries like Bosnia,
Rwanda, Croatia, Somalia, Sierra Leone and Iragq.

This type of partnership allowed the military organizations in these
countries to use the PMEs for furthering geopolitical interests, much more
conveniently than by acting directly. In most cases, the private security
contractors can undertake tasks that governments or militaries would not risk
for political or other reasons. The organizational and human resource capacity
of the military fraternity, made available after 'rightsizing' (or downsizing) of
the security sector, was viewed as a potential that could be employed
effectively rather than wasted. Numerous PMEs such as Halliburton, MPRI,
Kellogg, Brown & Root and DynCorps benefited from the ongoing lrag war
The war created opportunities for a variety of stakeholders from the private
sector, political society and the armed forces. The private sector benefits were
clearly financial. The PMEs did not have to invest resources in training people,
since retired military personnel brought priceless training with them.

The politicians reaped both political and financial dividends. Most of the
top hundred companies benefiting from defence contracts had also contributed
to the election campaigns of top lawmakers, especially members of the US
House and Senate Defense Appropriations Subcommittees.?! The civil-military
collaboration provided lucrative post-retirement job opportunities for military
personnel. The 'beltway' jobs (jobs outside
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Washington, DC, and in various areas of activity) in the United States have led
to !double-dipping’, or in some cases [triple-dipping’, by security personnel.
These terms refer to military personnel having two to three sources of income
other than the pension they get after retirement.

The existing literature has not analysed the real cost of this three-way
collaboration. There are definite financial costs for the government, in terms of
resources wasted on training personnel who leave the military and join the
PMEs. Moreover, the PMEs carry out tasks at a higher price. Government
accountants would argue that privatization of security has long-term financial
and diplomatic advantages, as it actually reduces the cost of maintenance and
also saves regimes from political embarrassment at the return of body bags.
However, this leads to an increased lack of transparency and risk of corruption.
There is the threat of potential profiteers pursuing policies that benefit them in
the long run.

There were numerous references to questionable decision making during
the Iraq war. For instance, out of the US$4.3 billion worth of contracts won by
Halliburton during 2003, only half were based on competitive bidding.”
According to a 2004 Department of Defense (DoD) report, 'these were not
cases of dollars themselves being routed to the wrong company, but rather of
the Penta%on misreporting of where the money went in its procurement
database’.“® Another report highlighted the fact that a private contractor, MPRI,
wrote the Pentagon rules for contractors on the battlefield and performed
intelligence work in the battlefield. MPRI's ability to undertake such tasks
raises serious concerns about the standards of management, and the impact of
this collaboration on the overall integrity of the government and the defence
establishment.?*

The PME business creates an incentive for a more militaristic perspective
to policy making, particularly in the upper echelons of the armed forces where
the bulk of the economic dividends are concentrated. A militarily aggressive
policy, either domestically or geopolitically, will increase the significance of
the armed forces, and increase the state's dependence on the institution. The
officer cadre in a capitalist economy, unlike in a pre-capitalist politico-
economic structure, vies for greater share in capital formation rather than in
accumulating assets. This does not make this kind of Milbus benign. If it is not
controlled and monitored properly, this type of Milbus can impact the
functioning of the state and the future of democratic institutions. Those
benefiting from a partnership would, for instance, propagate a more
authoritarian political structure where questionable decisions cannot be
challenged by civil society. The threat to democratic and civil society
institutions posed by this kind of Milbus is comparable to the threat from the
military-industrial complex in the United States that President Dwight D.
Eisenhower warned his nation against in 1961. In his famous farewell speech
to the nation, the US President warned his people against the 'unwarranted
influence’ of this burgeoning sector.?

In this typology, it is the existence of democratic norms that stops the
military's influence from penetrating all segments of the economy, polity and
society.
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THE AUTHORITARIAN-POLITICAL-MILITARY PARTNERSHIP
TYPE

This type is found mostly in communist states or countries with authoritarian
political party control. Power is concentrated in a single party, or in an
individual or group of people who dominate the political system. Some of the
representative cases in this category are China, North Korea, Cuba, Syria,
Egypt, Iraq, Russia, Sri Lanka and post-Islamic revolution Iran. Contrary to
Amos Perlmutter's classification of Cuba as a military regime of the army-
party type, Cuba has been bracketed here with Syria, Irag and Egypt as cases of
a political-party-military partnership.?® This is because the military in Cuba is
subservient to Fidel Castro and his family.

As in a civil-military partnership, the second type represents a military that
is basically an instrument of policy used by the key political party or individual
leader controlling the state. This is not to suggest that the political structure is
similar to the one found in democratic states. The political system is less
pluralist, and the civil society is restricted and dominated by the ruling political
dispensation. In this type, the military plays a crucial and a far more significant
role to enforce the policies of the top leadership. However, the political
legitimacy rests primarily with the political party or a charismatic leader.
Individual rulers, such as Cuba's Fidel Castro or Egypt's Gamal Abdel Nasser,
benefit from keeping the military to play second fiddle to them. Nasser, for
instance, created alternative civilian institutions to counter the military, which
he otherwise depended upon to ensure his political survival.?” Conscious of the
organizational power of the armed forces, the political parties or individual
leaders do not risk giving the military greater authority.

The political party is a forum for societal consensus. The strength of the
political system lies in the power of the political party or the ruling civilian
elite, which does not permit the armed forces to take control. In this respect,
the political party or ruling dispensation substitutes for the strong civil society
that is found in the first category. The military or paramilitary forces are used
as instruments to back the sociopolitical agenda of the ruling party and ensure
the stability of the state. In most cases, the military's significance in policy
making is recognized primarily in its role in state formation or securing the
integrity of the country.

The political-military partnership is based on the symbiotic relationship
between the centralized political party and the armed forces. The latter draws
strength from the party as well as giving strength to it. This is because, as in
China's case (between 1920 and 1980), the revolutionary military that spread
out in the regions, operating at a regional level, provided support to the
Communist Party. In doing so, however, the armed forces also consolidated
their political position in the regions.”® The Communist Party and the military
supported each other and vied for a greater share in a cooperative framework.
The military, in a Communist Party system, is viewed as: |Janus-faced. It is the
guarantor of the civilian party regime and protector of party hegemony.”® This
makes a case for cooperation rather than confrontation.
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The militaries in this category are trained to be professional. The
professionalism includes subordination to the civilian authorities. However, it
must be noted that most countries in this category have revolutionary-turned-
professional armed forces. The one exception is Sri Lanka, where a ceremonial
military evolved into an agent of state coercion, exhibiting the praetorian
tendencies of the ruling ethnic group, the Sinhalese. Over the years, the Sri
Lankan military was responsible for killing thousands of Sinhalese and Tamils.
It butgglered 60,000 youths in the insurrection in the island's south in 1977
alone.

Such militaries are generally known for greater involvement in internal
security. There is a thin line between the military, paramilitary forces and the
police force. Therefore, the militaries of this category act as a tool of coercion
for the ruling party. It must be reiterated that the coercion is carried out at the
behest of the ruling party/leader. So, while the military has a lot of influence,
as in China, Sri Lanka, Syria and Iraq, the armed forces remain subordinate to
the political leaders or parties. Governance in particular remains the forte of the
political party or individual leadership. Civil society institutions are relatively
weak, except for the key political party or group. The political party/leader acts
not only as a forum, but also as a controller of all political discourse.

From a Milbus perspective, these militaries have a deep penetration into
the economy. The defence establishment's logic for establishing an internal
economy is not to accumulate assets but to generate capital for personal and
organizational benefit, in partnership with the ruling party. One of the reasons
for the military's involvement in the economy directly relates to the origins of
the organization. As a result of its involvement in state/nation building, such
militaries are expected to play a larger role in governance than the earlier
category. The organization's role in socioeconomic development allows it a
role in the economy This is certainly true of countries such as China, Syria,
Cuba and Iran. The armed forces are used systematically to help the ruling
party govern the state. This includes participating in running the economy.

The military is often engaged in profit making to bridge the financial
resource gap in the defence sector. In these states the governments do not have
the capacity to provide for the armed forces, or face a shortage of funds to foot
the total bill for the defence sector, so the secondary role of the armed forces is
significant. As an instrument of the political party, the military also undertakes
development work, contributing to the state's resources. The party remains
central to political and economic exploitation. The power of the political party
presents the possibility of divesting the military of its internal economic
mechanisms, as is evident from the Chinese case. In 1998, Beijing removed
financial stakes held by its armed forces in order to professionalize a 'people’s
army".®! The official order, however, did not automatically lead to a complete
divestiture. The top echelon of the officer cadre was reluctant to close shop
because of its personal financial interests. Thus, as pointed out by Frank O.
Mora, the Chinese PLA continued to have an influence on the economy despite
the emphasis on
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reorganization.® The development of a symbiotic relationship between the
military and the leadership at the top of the political party structure presented
the military with the opportunity to negotiate concessions for itself, and
dissuade the political leadership from punishing the armed forces for
'shirking’.*®

The party leadership may also be unwilling to demand a professional
cleansing of the armed forces because the political and military leadership have
shared interests. Being direct beneficiaries of the economic redistribution,
senior commanders of the armed forces are reluctant to enforce a complete
turnaround. The reluctance to contain the military's activities, as suggested by
James Mulvenon, is a deliberate design. The Chinese armed forces were taken
out of the service sector but not stopped from playing a role in manufacturing
industry.®

An authoritarian political system is geared to redistribute resources among
its own members and its allies.®® In Iran's case, kleptocratic redistribution
became sharper after the Islamic revolution as a result of the involve-ment of
vital political players such as the former president, Hashmi Rafsanjani. This
influential leader provided patronage to the Hezbollah militia to exploit
resources and feed religious charities (bonyads).*® Equally noticeable is the
joint exploitation of national resources by the dictator Fidel Castro's family and
the armed forces in Cuba.*” The Iranian Hezbollah, Cuban Army, and even the
Chinese PLA represent instruments of power, coercion and extraction. There is
a symbiotic relationship between authoritarian regimes and auxiliary agencies
like the military or paramilitary, which is often used for political suppression,
securing continuity of the regime and extracting resources.®

Some militaries act independently of the political party structure in looting
resources. However, these are instances of individual rather than institutional
involvement, such as in post-1991 Russia. Hie restructuring of the Soviet
Union and lack of sufficient funds led desperate soldiers to engage in looting
and plunder. The financial autonomy of the defence establishment can be
minimized through an increase in financing and oversight.

THE RULER MILITARY TYPE

A ruler military refers to the type that considers itself as an alternative to
civilian institutions and installs itself in direct power permanently. The defence
establishment views itself as key to the security and integrity of the state, state
building and socioeconomic development. This self-acquired role allows the
armed forces to impose totalitarian control on the state and launch themselves
into politics without any promise of a return to democracy. However, because
of its totalitarian nature this type of military is normally challenged by civil
society, especially when the armed forces engage in systematic and prolonged
human rights violations.

The primary difference between this and the other two typologies of
military domination is the control of politics. Politically, it is different from the
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other two types because this type of military tends to acquire long-term and
direct political control. The prolonged direct rule exhausts any element of
moral legitimacy that the military has, resulting in resistance from civil soci-
ety. The military's civilian partners can be among those who tend to rebel. The
resultant political chaos results in greater human rights violations, and this
further increases the chasm between the military and the wider society. This is
where this type differs from the other two military types. The arbitrator, for
instance, does not remain in direct control for long. The parent-guardian
creates constitutional provisions for indirect political control. In this respect,
the ruler type is totalitarian in character (see Table 1.3).

The typology of military rule draws upon Perlmutter's classification of
praetorian militaries into rulers and arbitrators. A ruler military has a
propensity to remain in power. The nature of civil-military relations is
inherently different from the other two types of military rule because the armed
forces in this category are averse to transferring power to the civilian
leadership, and fully acquire control of the state and governance. This model
includes Latin American states during the 1970s and the 1980s such as Chile,
Argentina, Ecuador, Nicaragua, Peru and Haiti, and others that experienced
prolonged military rule. The list also includes modern-day Myanmar, where
the military continues to be in direct control.

One of the main reasons for prolonged direct rule is the weak nature of
civil society. However, since the ruler type lacks political legitimacy, it can be
pushed out of politics and governance through a combination of external and
internal pressure. The return of democracy to Chile, Argentina and other Latin
American countries is a case in point. The years of military coercion in the
form of human rights violations drew reactions from the civil society, which
managed to organize itself with financial, moral and political support from
outside.

The ruler military is not professional or trained to deal with external
threats. Despite tension at the borders and ongoing military conflicts, there is
no major external threat to the survival of the state. The militaries relish in
large budgetary allocations and enjoy significance because of their role as
guarantors of national security. However, the emphasis on internal threat
allows for a greater emphasis on internal security and the military's link with
domestic politics. The internal security role also exposes the military more to
political stakeholders, and makes the institution sensitive to political ills.

The literature on bureaucratic authoritarianism in Latin America sheds
ample light on the rise of militaries to power. The ruler militaries are inherently
revolutionary armed forces that lack a professional ethos in terms of their
organizational capabilities and subjecting themselves to civilian control.
Huntingtonian professionalism is not the ethos of these defence establishments.
Such militaries gravitate toward politics as a result of the lack of a political
consensus and unity in these countries. The lack of an elite consensus keeps the
militaries in power. The military sees itself as an alternative institution capable
of modernizing the society and forcing it to conform through coercion. In most
of these postcolonial states there are few
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Table 1.3 The three military types

Civil society
M I Totalitarian Partner* Hegemonic**
LI
T Ruler type Myanmar,
A Chile,
R Nicaragua,
Y Haiti,
Argentina,
Peru, Sierra
Leone
Arbitrator type Pakistan (until
1977), Turkey
(until 1961),
Indonesia
(until 1966),
Bangladesh
Parent-guardian Pakistan (post -
type 1977), Turkey
(post-1961),
Indonesia
(post-1966).

In this type, the military does not exercise direct control permanently. In fact, it
controls through building partnerships with civilian players. * Hegemonic
relates to subtle but complete control of the society, politics and the economy.
These militaries establish pervasive control of the state and the society
through political as well as constitutional and iegat measures.

, people or groups of people who have an exposure to the foreign/western
concept of modernity.

Military rule takes three forms: personal, oligarchic and corporatist.*
These subgroups signify various degrees of civil=military relations. They also
indicate the extent to which the military leadership relies on partners among
civilian bureaucrats, technocrats or the political leadership for governance. The
civilian partners, however, remain subservient to and dependent on the armed
forces. In addition, these three categories are critical in understanding the
nature of kleptocratic distribution in states ruled by a ruler-type military.

The first subtype includes Idi Amin's Uganda, General Somoza's
Nicaragua and Francois Duvalier's Haiti. The political system is dominated by
the dictator / despot who distributes restrictively among his sycophants.®® This
style of rule, however, creates dissension within the military. Nevertheless,
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the military acts as a key player in power sharing. The organization's support is
crucial for the dictator, who uses coercion within the defence establishment as
well as the society to expand his political support base.

Peru, Chile, Ecuador and Myanmar fall into the second subgroup, the
oligarchic type. The ruling class relies on the support of an otherwise
autonomous military institution. The dependence is also structural, with greater
use of the military institution for governance and for political partnership. The
ruler-oligarchic type tends not to go into a partnership with a political party.
The group of officers consider themselves capable 0i governing without civil-
political stakeholders, whom the military replaces.”* In a post-colonial
paradigm, the military views itself as an alternative institution with the
capacity to build and modernize the state. In doing so, however, it alienates
other players; so it becomes like the colonial state itself, which, according to
political analyst Kalevi J. Holsti, did not hold the intention of building a state.*?

Finally, the corporatist design refers to the institutional involvement of the
military in politics and governance. It is also marked by an inverted military-
civil partnership: the military acts as a principal rather than an agent of civilian
leaders. The civil and political societies are transformed into an instrument of
modernization directed by the armed forces. Quintessential states following
this pattern are Brazil and Argentina. While the military becomes the patron
and remains the locus, it inducts other institutions and partners in policy
making and modernizing the state. For instance, the technocrats are included in
the power alliance to manage the state through a highly centralized control
system which curbs political growth.** The highly bureaucratic-authoritarian
system builds a tactical relationship with other players. The idea is to get
'technical' support for governance and the implementation of policies.**

As mentioned earlier, the distribution of resources under the ruler military
type is highly kleptocratic, The key beneficiaries are the military and its
cronies. In fact, there is greater rank-and-file military involvement in the
exploitation of resources. Since the military considers itself as the primary
institution for state building, the security and integrity of the state, and societal
modernization, it dominates resource distribution. However, this has high costs
as well. The ruler military type creates conditions that are best explained using
Mancur Olson's roving bandit metaphor.”® This refers to authoritarianism
creating socioeconomic anarchy. Roving banditry, as opposed to stationary
banditry, increases transaction costs and reduces the productivity of an
economy. Although all military-authoritarian rules have high cost the ruler type
is most expensive because of the damage it does to politics and civil society.
The anarchy is not only caused by kleptocratic distribution (this kind of
redistributive system can be found in the other two military types as well), but
is also a manifestation of the violence and socio-political chaos caused by the
armed forces. Myanmar, for instance, is one of the obvious cases of a military
generating a high cost for the economy, the politics and society.

Economically, Myanmar suffered because of the direct involvement of
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military officers in looting, illegal possession of private property and opium
smuggling. Minimizing or curbing such activities becomes an arduous task
mainly because, as Mary Callahan puts it:

States that pursue coercion-intensive, military solutions to internal
security and political crisis will likely see their military take on a
range of functions - law enforcement, economic regulation, tax
collection, census taking, magazine publishing, political party
registration, food aid distribution, and so on - that have little to do
with traditional defence responsibilities.*®

Such unfortunate conditions create economic anarchy and transform the socio-
political and socioeconomic environment into an unfriendly atmosphere for the
general public. In Myanmar's case, the military's totalitarian behaviour even
forced capable people into exile.

Some of the larger economic costs of kleptocratic redistribution come from
the creation of unhealthy monopolies. Personalized and oligarchic rules in
particular tend to breed monopolies. The ruler military tends to distribute
resources to the armed forces and its cronies. The number of beneficiaries
increases with the subtype. The corporate model, for instance, redistributes
comparatively more because of its alignment with other groups. Brazil is a key
example of the distribution of resources to the military and a group of
technocrats and businessmen who were put in charge of economic planning.*’

Contrary to the view that militaries in developing states are moderniz:
ers,*® the benefits of the military's involvement in politics and the economy are
much lower than the costs. Studying the impact of military rule in Latin
America, Jerry Weaver goes a long way to challenge the notion that military
rule benefits the middle class.*

THE ARBITRATOR MILITARY TYPE

This military type, which is derived from Perlmulter's classification, is known
for acquiring direct political control periodically but shirks from prolonging its
rule. Hence, this type has a propensity to return to barracks soon after it
appears to have solved the problem it came to fix by taking control of the
government. The arbitrator type has a proclivity to act as a back-seat driver. It
tends to remain in the back seat until it is forced by circumstances to intervene
directly. The decision to intervene, however, is based on the organization's own
assessment of the situation.

Arbitrator militaries view themselves essentially as a balancer of power
between the various competing political forces. They draw the moral legit-
imacy to intervene from their self-acquired role of providing stability and
bringing progress to the nation. Suspicious of the capacity of political players
to protect the state, internally and externally, such militaries acquire a
watchdog role to stop the corruption of civilian actors.® In doing so, they also
create the logic for their periodic intervention.
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The military's role as an arbitrator is also a result of the peculiar nature of
the society. In a praetorian society, where politics is 'formless' and ridden with
factionalism, the military get an opportunity to step in occasionally as a
substitute for social forces that do not exist.”* Some examples in this category
are Indonesia (pre-1966), Pakistan (pre-1977), Turkey (pre-1961), South
Korea, Thailand, Cambodia, Vietham and Bangladesh.

Why does the military not prolong its rule? Is the temporary intervention
an indicator of the strength of the civil society? In some cases like Bangladesh
the military is kept out of prolonged direct rule because of the relative strength
of the society. The civil society's ability to agitate vociferously against a
totalitarian dispensation forced the Bangladeshi military out from governance
and direct rule. However, such societies are not strong enough to reduce the
armed forces' role as an arbitrator. The society is considerably fragmented, and
this is detrimental to the strengthening of pluralism in the state.

Perlmutter provides a host of explanations for the military not prolonging
its direct rule. The military might remain in the back seat because of:

» acceptance of the existing social order

o willingness to return to the barracks

« the military's lack of an independent political organization
» the concept of a time limit for army rule

» the military's character as a pressure group

» alow level of national consciousness

» fear of civilian retribution

«  concern for professionalism.*?

The author's third point regarding the military's lack of an independent political
organization is very important. Since the military is trained to be a professional
force to deal with external threats, it does not have the political legitimacy to
continue in power. The realization of its lack of political legitimacy keeps the
military in the background, although in an influential position. So despite the
moral legitimacy to intervene periodically, the military cannot continue in
power for long. The civil society is fragmented but not sufficiently weak to
allow for prolonged totalitarian control by the armed forces. The inability of
the armed forces to prolong its rule as a result of resistance from the civil
society is clear from the case of Bangladesh.

In some cases, such as pre-1961 Turkey and pre-1977 Pakistan, the
defence establishments were not fully prepared to introduce long-term direct
rule or build alternative mechanisms such as constitutional arrangements for
perpetuating their influence. The military's political intervention in Pakistan,
for instance, started with General Ayub Khan (1958-69), who was followed by
General Yahya Khan (1969-71). The Ayub Khan regime in particular
depended on the civilian bureaucracy because it did not have sufficient
experience in ruling the country. Moreover, after they lost the war with India it
was impossible for the armed forces not to transfer power to the elected
civilian leadership. The subsequent regimes of General Zia ul
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Hag (1977-88) and General Pervez Musharraf (1999 to date) were more
prepared to seek extraordinary arrangements to prolong the military's
participation in governance.

As mentioned earlier, the arbitrator military is different from the rule type
because of its greater sense of professionalism. The tendency is to keep the
rank and file out of politics and economic management. There are, however,
two types of militaries that fall in this category. One is represented by the
Indonesian military, and has greater rank and file involvement in governance
and economic management. The other, exemplified by Turkey, Pakistan and
Bangladesh, seeks political partnership for enhancing its influence. In the
second case in particular, the armed forces use internal and external threats as
the main reason for perpetuating their role in governance. In Kemalist Turkey,
Ataturk legitimized the military's role in governance as a defender and
protector of the constitution and the national integrity from the threat from
outside, as well as the hazard of corrupt civilian rule. Hence, the military was
also the guarantor of good governance and honest civilian rule.”

In most cases in this category, 'professionalism' refers to a new profes-
sionalism in which the role of the armed forces extends beyond fighting wars.
This means a greater role in internal security and governance.>® Thus, the
armed forces in all these countries are involved with issues of political
instability, meeting challenges to national ideology, or countering various
sources of internal and external violence. The military regards itself as the
guardian and guarantor of national security, extending beyond the simple
definition of territorial security.

According to Perlmurter's definition, this type of military seeks civilian
partners to whom it hands over power from time to time. The military merely
projects itself as an arbitrator. This means returning to barracks as soon as the
problem is solved. The officer cadre claims to aim to transfer power to an
‘acceptable’ civilian regime at the earliest opportunity to give semblance of
democracy, but the military always operates as a 'behind-the-scenes' pressure
group which establishes partnerships with political parties and other groups or
associations.”® This is another case of an inverted principal-agent relationship
in which the military is generally in the driving seat. The military seeks out
partners among civilians such as bureaucrats, technocrats, businessmen and
religious and ethnic groups, so both parties can perpetuate the existing power
relationship to their mutual benefit.

The military seeks civilian partners for both political and economic
benefit. Indonesia is a typical example of an arbitrator military. The civilian
and military leadership have an almost equal share in Milbus. Starting with
Sukarno, and under Suharto and all subsequent political leaders, the military
was granted a share in exploiting the national resources. The armed forces were
in fact partners with the civilian leaders from the beginning of the Indonesian
state, as a result of the military's role in fighting the Dutch forces during the
War of Independence in 1945-9.°° The tension between the revolutionary
political set-up, the Partai Komunis Indonesia (PKI), and the armed forces of
the Republic of Indonesia,
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Angkatan Bersenjata Republic Indonesia (ABRI), compounded with the
problem of weak democratic institutions, resulted in the military's repeated
political intervention. The political anarchy established the military's non-
military role, which was officially endorsed through three fundamental
documents: the 1945 Constitution, the Pancasila (the state ideology), and the
Sapta Marga, the code of honour of the ABRI which requires the army to
defend the Pancasila.>” Such legal provisions enhanced the military's role in
politics and the economy.

The military's involvement in socioeconomic and political governance has
a high cost, however, especially in terms of its professionalism. The expansion
of the military's role in the economy deepens its influence in politics. As a
result the armed forces begin to face problems in the performance of their core
function of territorial security. The challenges the military faces as a result of
the fusion of external and internal security roles were sharpened in the case of
Indonesia, where the military predominantly played an internal security
function.

The fundamental question is whether a political system that engenders the
military's financial autonomy can strengthen the civil society to reduce the
military's influence. Will an arbitrator military that has built economic interests
remain an arbitrator for ever, taking over the reigns of government only at
times of perceived crisis? The military's role can only be limited to arbitration
in cases such as Bangladesh, where the government has systematically
encouraged the armed forces to look at other options for their financial
survival. One of the reasons for the Bangladeshi military's abstinence from
taking over direct control lies in the source of the armed forces' financial
autonomy. Dhaka's military depends on UN peacekeeping missions to earn
financial benefits, and as a result it has remained out of power since 1990-1.
The Bangladeshi armed forces depend on their good relations with the civilian
government to seek greater opportunities of involvement in the peacekeeping
missions. The Bangladeshi military's commercial ventures are also dependent
on the earnings from the peacekeeping missions. Over the years, Dhaka's armed
forces have built stakes in the hotel industry, in textile and jute manufacturing,
and in education. Bangladeshi civil society is, perhaps naively, not alarmed by
such developments. The political analysts see the commercial ventures as a
tradition passed on by the pre-1971 Pakistan army. Furthermore, it is believed
that the military would not risk losing its profit-making opportunities through
the UN missions.? There is very little thought given to the possibility that the
military might not be offered opportunities by the United Nations, in which
case it might be forced to look at other options to gain financial advantage.

Despite their involvement in the UN peacekeeping missions, the militaries
of Pakistan, Turkey and Indonesia engage in profit-making ventures. Their
economic exploitation is a result of their political power. These three militaries
have in fact been politically powerful since the early days of independence of
their states, as a result of their involvement in politics. The financial autonomy
of these armed forces is dependent on their political autonomy, and their
political influence is likely to grow undeterred, or at
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least not be minimized, unless their authority is seriously challenged both
internally and externally.

In analysing military intervention Perlmutter did not look at the armed
forces! influence on the political economy, especially the financial interests of
the officer cadre. Once a military is allowed to 'shirk’, it tends to expand its role
in politics and the economy. The term 'shirk’ is drawn from Peter Feaver's work
on civil-military relations in the United States, and refers to the military's
refusal to obey the commands of civilian policy makers.”® Weak political
forces, unable to play the strong principal, find it increasingly difficult to avoid
conceding greater political and economic space to the armed forces. The
Pakistani, Turkish and Indonesian militaries, for example, gradually built
political power to support their economic interests. Each successive military
dictator learns from his predecessors how to maximize political influence to
gain greater economic dividends. The militaries then find constitutional ways
of perpetuating their control of the state and society. It is for this reason that
these three cases have been put into a separate category, which is discussed in
the next subsection.

THE PARENT-GUARDIAN MILITARY TYPE

As mentioned earlier, the three countries that qualify for this category are
Pakistan, Turkey and Indonesia. These armed forces are known for institu-
tionalizing their political power through constitutional/legal provisions. Such
changes are brought about through the help of civilian partners that are
dependent on the military for their survival. So while the rank and file is kept
out of governance, a select group of top and middle-ranking officers continues
to control the state in partnership with the other members of the larger military
fraternity (see the Introduction for definition of this term).

The civilian partners play a crucial role in endorsing the political role of
the armed forces. This can be done through simple parliamentary approval, as
in the case of Indonesia, or through constitutional changes such as the
establishment of a National Security Council (NSC), as in Turkey and
Pakistan. It is important to note that the three cases in this category are of
arbitrator militaries turned into the parent-guardian type. The key argument is
that because of their growing economic interests, the armed forces tend to
institutionalize their political power to secure their dominant position as part of
the ruling elite. With constitutional/legal changes endorsing their extra-military
role, the armed forces no longer remain just an instrument of policy, but
become an equal partner, sharing power and national resources with other
members of the ruling elite. In fact, the ruling elite tends to draw its power and
influence from its partnership with the military.

The shift from one type to the other indicates a change in the thinking of
the military regarding its placement in the political power hierarchy of a state.
(This type of change, as mentioned earlier, is not documented or analysed by
Perlumutter in his several works on civil-military relations.)
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Henceforth, the military institutes itself as a permanent element in the country's
power politics and governance. The institutionalizing of the military's power is
considered necessary to protect the corporate interests of the armed forces, and
is an indicator of the officer cadre's suspicion of the political players. Since the
civil society and political actors cannot be trusted to protect the integrity of the
state or ensure that the military's interests are safeguarded, it is vital for the
defence establishment to create a permanent place for itself in politics, which
transcends all political dispensations.

The civil society has to be made aware of the looming presence of its
‘protector’ in hindering any indiscretions. Militaries in this role are intellec-
tually sharp in analysing the environment and formulating survival strategies
accordingly. Since they do not intend to relinquish control of the state, such
militaries hide their intentions by partnering with civilian players who are
usually kept in the forefront. The civilian-military relationship is a patron-
client type, which also serves the purpose of weakening any strong agitation
against the military. The military's civilian clients thwart any move towards
consolidated agitation against the military's domination. The adaptability of the
organization is almost chameleon-like.

In Indonesia's case, a permanent institutionalized role was endorsed by the
Provisional People's Congress, which recognized the dual function of security
and political control of the armed forces in 1966. According to the official
statement:

The non-military function of the Indonesian Republican Armed
Forces' members, as citizens and Pancasiliast revolutionaries to
devote themselves in. every field to fulfil 'the message of the people's
suffering’ and for the sake of the Revolution's resilience, must be
acknowledged and continuance guaranteed.®

The military's political role was added to its security function as part of the
concept of dwifungsi, or dual roles. The civilian partners, namely President
Suharto and his cabal, who had ridden to power on the shoulders of the
military, allowed the armed forces to dominate the civil bureaucracy as well as
acquire control of the economy.®*

The Turkish military, on the other hand, institutionalized its role through
establishing the NSC, an organ of power numerically tilted in favour of the
armed forces. Its composition - six officers and five civilians -gave a clear
advantage to the armed forces, which had already penetrated the political
system and had members in the civil bureaucracy and the parliament. (The
issue, however, is not of numerical strength. The military members of the NSC
in Pakistan are fewer in number - four military, nine civil - but have greater
power, which can be attributed to the military's traditional control of power
politics.) The Turkish military also possesses a huge presence in the society
and the economy. Public surveys have been supportive of the armed forces,
which is attributable to their popularity as well as their powers of coercion. For
instance, it is illegal to criticize the military in Turkey or to discuss its
budgetary or off-budgetary allocation.
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Similarly, Pakistan's military started to seek an independent institu-
tionalized presence in politics after 1977. The regime of General Muhammad
Zia ul Haqg (1977-88) initiated the idea of a NSC, and one was finally
established in April 2004 by General Pervez Musharraf (1999 to date). Unlike
the first military regime of Generals Ayub and Yahya Khan (1958-71), the Zia
government understood the significance of institutionalizing the military's role
in politics and governance, and found a recipe for achieving this objective. One
of the lessons that the military dictator Zia learnt from the past was the need to
protect the military's interests. Despite rebuilding the military after an
embarrassing defeat in a war with India, the civilian regime of Zulfigar Ali
Bhutto had relegated the armed forces to a subordinate position. The problem
of the reduction of the military's power could only be tackled through
institutionalizing the military’'s role in governance.

Having evolved from an arbitrator type, the parent-guardian military
contains some of the characteristics of the former type, such as building
partnership with technocrats, civil bureaucrats, businessmen and selected
political players. These civilian partners render support to the military
establishment, and in turn depend on it for their political survival and economic
benefits. A military-sponsored system of patronage is one of the features of the
armed forces' institutional-political power. An institution such as the NSC
indicates the military's permanent position in the country's power politics. A
realization of this power forces some civilian players to support the military,
and vice versa.

The transformation of the military from an arbiter to a parent-guardian is a
gradual process, which is attributable to the prolongation of a combination of
the military's political and economic interests. The military justifies the
institutionalizing of its power as a prerequisite for strengthening democracy.
The inclusion of senior generals in decision making at the highest level of the
government is meant to serve as a firewall against any irresponsible behaviour
by the civilian leadership. In fact, the civilians (civil bureaucracy, political
leadership or the indigenous bourgeoisie) misread the military's withdrawal to
the barracks as the organization's willingness to transfer power. The civilians
also misjudge the military's appetite for power, because they do not understand
the connection between the armed forces' financial and political autonomy. It is
generally believed that if they offer the military economic advantages, it an be
bribed into a compliant partnership in which the generals allow a particular
political dispensation to rule. It is often not realized that it is hazardous to bribe
soldiers with greater economic, political and social advantages, exposing them
to the vulnerabilities of the political leadership, as has happened in Pakistan's
case. Exposed to the failings of the political class, 'soldiers' tend to become
insecure about their benefits, leisure and income, all of which they associate
with the survival of the state; hence the need for the military's intervention.®
This perpetuates the military's interest in institutionalizing its control of the
state and decision making.

The parent-guardian military is central to the process of redistribution
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of national resources. When the military is one of the dominant economic
players, it tends to distribute resources among the members of its own
fraternity. The military aims at institutionalizing both its political and
economic control. The expansion of economic interests is undertaken through a
complex network that binds together serving and retired military as well as
certain civilians who benefit directly from the military-business complex. For
instance, the Turkish military interventions of the 1960s and the 1980s were
aimed at strengthening the oligarchic position of a coterie of senior generals,
who had forged an alliance with the business elite as well.** So an assessment
of Milbus must include the value of the military’'s economic interests and those
of its civilian partners. The parent-guardian type of military encourages crony
capitalism. The behaviour of the corporate sector is influenced by the presence
of the military, because the major civilian-corporate players depend on the
armed forces' patronage for their survival and growth. The economic partners
rarely confront the military on its share or extra-legal concessions, mainly
because (as was reported in Turkey's case) of fear, or concern for rewards that
the military could deny or ensure to them through its powerful position.®®

The redistribution mechanism has a direct bearing on the structure of
Milbus. The military's internal economy is operated through the organization,
its subsidiaries and individual members. These are not different levels but three
interconnected strands which support each other. The influence of the
institution is used to build channels of opportunity for its members to explore
and monopolize resources. This is different from establishing monopolies, as
ruler militaries often tend to do.?® Although Milbus could result in creating
monopolies in some areas, the tendency is to monopolize resources along with
other partners. Under a parent-guardian type of structure, individual members
and subsidiary organizations play as crucial a role as the institution itself.
Individuals work as drivers of the internal economy. While they benefit from
the organization's influence, the individuals also work as a source for creating
opportunities for the organization. Thus, an assessment of the net value of
Milbus needs to include benefits distributed at all three levels: institutional,
subsidiaries and individuals.

The net value of the internal economy is better hidden in this typology
than in the two previous categories, mainly because of the limited involvement
of the rank and file in economic ventures. The military institution acts as a
patron that provides opportunities and financial capital to its members. The
dividends of Milbus are highly concentrated at the top. Although some benefits
are distributed to the soldiers, the bulk of the dividends are creamed off by the
officer cadre. The peculiar structure of power and resource distribution can be
found in all the three countries listed in this category.

The combined political and economic influence of the armed forces has a
huge socio-political and economic cost. However, the military's influence
cannot be reduced because of the fragmentation of civil society, especially the
weak political parties. A major change can only be made possible through
mass mobilization combined with pressure from outside the country.
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THE WARLORD TYPE

Finally the warlord type refers to a political system where the nation-state is on
the verge of disintegration or has failed. The collapse of the state gives rise to
the power of individual leaders or groups that use military force for political
and economic exploitation. A number of African states like Ethiopia, Zaire,
Mozambique, Liberia, Sierra Leone, Somalia and Rwanda, and Afghanistan
are representative of this typology.

Such states represent a breakdown of centralized political control and are
unable to deliver services to their people. Thus, the standards of service
delivery and governance are extremely poor. The political system is highly
clientist, in which the political, ethnic or group leaders offer patronage to
groups of people, as in the feudal system prevalent in sixteenth and seven-
teenth-century Europe. Prominent political leaders depend on ethnic and clan
politics for winning popularity and controlling national resources.*” The
warlords provide patronage to the group of people who submit to their
authority. In a conflict between warlords, as happened in Ethiopia and
Afghanistan, the warring parties try to deny basic services such as food and
shelter to the rival warlord and the population aligned with him.

The warlord's power is dependent on military force, which might be either
local or bought in from outside. The use of private military contractors hired
from the West by some African warlords is an example of dependence on
externally acquired military force.

The inability to reach an elite consensus makes warlordism a preferred
method of exploitation. Sierra Leone is cited as an example of the deliberate
destruction of the state by its leaders, who later turned themselves into
warlords.®® In such cases the power of the warlord determines the extent of the
exploitation of resources. The warlords are driven by ethnic or religious
rivalry, and aim at both capturing resources for themselves and their clients,
and denying them to the rival group/s. There is, in fact, no concept of a unitary
consolidated state interest. In cases such as Afghanistan, Ethiopia and Sierra
Leone, the state is in fact unable to raise funds for its civil and military
bureaucracy. Under these circumstances, the warlord plays a key role in
projecting military power and using his military force to generate resources for
those under his patronage.

The lack of resources does not allow the emergence of professional mili-
taries, for the state to ensure the military's allegiance, or for military profes-
sionalism. The underpaid military is tempted to engage in looting resources
personally or forming smaller associations to do so. Ruling regimes often hire
gunpower from outside, as well for their own protection against rival groups or
to exploit natural resources such as diamond and gold mines. Regimes tend to
develop a dependency on foreign state and non-state allies, resulting in the
‘crowding out' of state institutions.®® The military and ex-combatants are tools
for exploiting economic resources, as are hired armed men from other
countries. The might of the warlord rests on mustering the military strength to
create a monopoly over plunder in a specific area. The tools and forces of war
are an essential component of the fragmented
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exploitation of resources. Militaries are instrumental in assisting the warlords
in robbing the state of its resources. At times armed forces could take direct
control, but instead they engage in a joint plundering of the state in partnership
with a political leader who has the charisma and power to muster public
support and following.

The militaries are ragtag, revolutionary and non-professional. These are
combatants on the loose or under the command of a warlord, who engage in
looting for survival.

While the warlord-type militaries and their personnel plunder the state for

their gains, other armed forces use institutional methods to get a greater share
of national resources. The militaries all over the world are one of the many
institutions of a state vying for influence and a share of national resources.
While some militaries are instruments of the state or the ruling dispensation,
others dominate the state to a degree where the organization becomes
synonymous with the state. Such differences in a country's political and
military structure must be analysed to understand the fundamental nature of
political and economic exploitation.
What the armed forces get in terms of national resources is directly
proportional to the political influence they exercise. The civil-military relations
in a particular state are therefore central to the larger issue of understanding the
depth of a military's internal economy. The greater the defence establishment's
influence, the lesser the transparency of its resources and the more ability it has
to exploit resources compared with other players. It is important to understand
the connection between civil-military relations and Milbus, or the link between
the military's political influence and its ability to exploit resources for the
personal gratification of the officer cadre. The fundamental argument presented
in this chapter is that despite the fact that all militaries tend to engage in profit-
making ventures, the nature of the economic exploitation is related to the nature
of the political system and environment. In states where the military is
subservient to the political players, whether these are the civilian authority at
large, a political party or an influential leader, the exploitation inside the state
and the military's penetration into the society and economy is comparatively
less deep and controllable. A pluralist political system tends to treat the armed
forces as one of the important institutions vying for political control or share of
resources. Moreover, in such a system the military is primarily an instrument of
policy, used strategically by other dominant actors to draw political and
economic dividends.

The pluralist tone of the political system, however, begins to fade in
systems where the military become influential. Furthermore, as militaries
establish political influence, they tend to penetrate the economy in a much
more intense manner. The militaries then transform themselves into patrons
responsible for, or playing a dominant role in, the distribution of resources.
Although in the three military domination models of politics the armed forces
take over governance or political control to ensure national integrity, their
economic activities are not altruistic. The economic role is part is an outgrowth
of their political influence. In fact, the picture of the military's
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political power is incomplete without an analysis of its ability to exploit
resources. The generals tend to use the logic for the dominant role of the
military as a guardian of the state to draw benefits for its members. Thus, there
is an economic logic for the continued political power of the defence
establishment.

The civilian authorities or political players tend to give less credence to the
military's internal economy, as will be observed later through the case study on
Pakistan, The financial stakes of the officer cadre are, at best, considered
critical to the interests of the generals, but are not seen as something linked
with the military’'s political ambitions. It is true that the military does not
necessarily have to acquire power to allow the officer cadre profit-making
opportunities. However, the prolongation of the military's power, or the
deepening of its influence in decision making and governance, is bound to
expose the officer cadre to the economic benefits of perpetuating its political
influence. Therefore, the more the military's influence in politics, the greater
are the economic advantages that accrue to the senior officers, and these in turn
increase their interest in perpetuating the military's influence and political
control.

The six civil-military relations typologies are also representative of
different levels of economic exploitation by the armed forces. The first two
types refer to cases where the military is used by other dominant players to
gain economic advantages. In such cases, the military is instrumental in
economic exploitation, but as a secondary player and not as a primary actor. In
the later types, however, the military is a primary beneficiary. Furthermore, the
armed forces play the role of a patron, providing political and economic
benefits to their civilian clients or partners.

It has been argued that the military's financial and political autonomy are
interconnected. While the organization's political influence may vary according
to the nature of the political system, the military's financial autonomy plays a
critical role in enhancing its desire to influence politics and policy making.
From the standpoint of Milbus, it is important to understand the relationship
between the political and financial autonomy of the armed forces. It must be
understood that even in pluralist political environments the military will lobby
for a greater share of resources by influencing policy making. Since the
military is one of the key players vying for a greater share, it is bound to lobby
for greater opportunities, as has happened in the United States, Israel and other
more politically developed states.

In less pluralist political settings such as Pakistan, the case of which will
be discussed at length in this study, the military's financial autonomy will
increase an interest in strengthening and institutionalizing the organization's
dominant position in power politics. The institutionalizing of the military's
power does not bode well for the future of democracy in a country. Unless
there are significant external or internal pressures that force the military to
surrender its power, the military will continue to dominate the state.
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2 The Pakistan military: the
development of
praetorianism, 1947-77

The story of Milbus in a certain state is primarily about its military's pene-
tration of the national economy, which is directly proportional to the orga-
nization's political influence. As was argued in the previous chapter, the power
of the defence establishment intensifies with the organization's financial
autonomy and especially its capacity to exploit national resources. This chapter
examines the history of the Pakistan military's political influence from 1947 to
1977. The historical background focuses on how the military gradually
acquired political ambitions and grew in power. This period was marked by the
gradual build-up of the army’s political clout, which is fundamentally different
from the ensuing years during which the military developed into an
independent class. | argue that during these 30 years Pakistan's military showed
the tendencies of a ruler-type military, which aims to control the state and its
governance, especially after it took over the reins of government in 1958.

Although democracy was seemingly restored in 1962, the action and
policies of the first military dictator, General Ayub Khan, proved to weaken
civilian institutions. He imposed the army's hegemony through his personal
control of the state and its politics. Ayub Khan's personal rule was interrupted
in 1969 with General Yahya Khan's takeover. This change did not indicate any
break in army rule: rather it was a coup within a coup. The actual change,
though temporary, came in 1972 after democracy was restored in the wake of
the army defeat in a war against India. The loss of the eastern wing and the
surrender of 90,000 soldiers was a major shock which forced the military to the
background for a few years, at least until the second military takeover in 1977.

One of the reasons for the prolonged military control relates to the
weakness of the political parties. The impotency of the political leadership and
the civil bureaucracy can be attributed to their attitude and composition. As a
part of the dominant classes in the country, the civil bureaucracy and the
political elite have always viewed the armed forces as an essential tool for
furthering their political objectives. This use and abuse of the military created a
unique political niche for it. The acceptance of the military as a political
arbiter, compounded with its prominent role as the guardian of the country's
security, sovereignty and ideology, added to its significance compared with
other domestic players.

The analysis draws upon Hamza Alavi's thesis about Pakistan as an
‘overdeveloped state! in which the military remains central to the interests
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and politics of the dominant classes. Alavi, a prominent political scientist
following the Marxian school of thought, wrote about the sociopolitical
dominance of the ruling classes and the power of the state's civil and military
bureaucracy compared with the political parties. The combination of factors
such as the military's dominance and the weakness of political forces nurtured
praetorianism in the country

Amos Perlmutter, an expert on civil-military relations, defines a modern
praetorian state as one that !favors the development of military as the core
group and encourages the growth of its expectations as a ruling class ...
constitutional changes are effected and sustained by the military which plays a
dominant role in all political institutions/*

THE MILITARY INSTITUTION

The Pakistan military is the most politically influential institution in the
country. Some view it as the largest political party. However, the military's
constitutional mandate as laid down in Article 245 of the 1973 Constitution is
limited to securing the frontiers against external threat, and assisting in national
emergencies or natural disasters on the request of civilian authorities. The role
given to the armed forces in this particular constitution was similar to the one
laid down in the earlier constitutions of 1956 and 1962.

The military in Pakistan is a voluntary service comprising 650,000 person-
nel. The army is the largest service, with 550,000 personnel, and politically the
most potent as well. This is followed by the Pakistan Air Force (PAF) with
45,000 personnel and the Pakistan Navy (PN) with a 25,000 workforce.

The bulk of the military personnel come from the province of Punjab. The
organization is known for its ethnic homogeneity. Approximately 75 per cent
of the army is drawn from three districts of Punjab, the area known as the 'Salt
Range.> Another 20 per cent are from three to four districts in the North West
Frontier Province (NWFP). The other two provinces, Baluchistan and Sindh,
together have about a 5 per cent share of personnel. The number of ethnic
Baluch, which is not more than a couple of hundred, is even less than the
number of ethnic Sindhis in the armed forces. This ethnic composition plays a
major role in the country's politics, since it dovetails into the tense relationship
between various ethnic communities and centre-province relations.

The military's homogeneity contributes to its corporate ethos, and provides
the essential bonding, especially among the officers, that gives the organization
the appearance of a monolithic force. The military's recruitment pattern follows
the British tradition of procuring personnel from certain key areas. The British
military, as Tan Tai Yong argues, created the myth of the !martial race' with
reference to the Punjabis, as part of their drive to restructure the armed forces.
After the mutiny of Bengal Army in 1857, the pattern of recruitment brought
greater number of Punjabis into military service.® The Punjabis were more
willing to fight for the British in return for material rewards and greater
employment opportunities. The recruiting manuals ‘closely identified ... these
"martial races" ... down to
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the relevant sub-castes and places from which they were to be found'.* As a
result, the percentage of Punjabis in the military rose from 32.7 per cent in
1858 to 53.7 per cent in 1910.

Mustafa Kamal Pasha, author of Colonial Political Economy, asserts that
the basic idea behind selective recruitment:

rested on the premise that groups that had shown a warrior instinct
during the Mughal period were worthy candidates. But a full-blown
theory of the !martial races' was still in a nascent form in the period
before 1857. It was only after the events of 1857 that the British
began to exclude certain groups from the colonial army on a
systematic basis.®

The myth of Punjabis and Pathans from NWEFP as the 'martial races' was
propagated even after the country's independence in 1947, and served the
purpose of retaining the ethnic composition and inherently elitist fabric of the
armed forces. Moreover, the British bias against recruitment of Bengalis,
Sindhis and Baluch was maintained. The continuation of the recruitment
pattern also fed into the tension between the centre and the smaller provinces,
particularly Baluchistan. As a result, Baluch leaders view the armed forces 'not
as a national military, but a Punjabi force with a mercenary and exploitative
character'.”

The Pakistan military's ethnic homogeneity also reflects its elitist ethos,
and according to the academic Eric Nordlinger, there is a peculiar social
imbalance in the dominance of the military by West Pakistanis, especially
Punjabis.? The author referred to Pakistan's example to counter the argument
made by Morris Janowitz that militaries in developing societies are more
committed to social change than the civilian members of the ruling elite.’
Nordlinger's argument is that the reforms initiated by military regimes do not
necessarily indicate a willingness to threaten the interests of the ruling classes.
The high-ranking officers of the armed forces pursue and protect the interests
of the upper-middle class. Therefore, the military's recruitment from the lower-
middle class does not translate into a preference for the interest of this class.™

The sociopolitical dynamics of Pakistan's military demonstrate that the
military uses its political influence for the social mobility of its own personnel.
Since the mid-1950s, the military's recruitment in Pakistan changed from the
upper-middle class to the lower-middle class. However, this did not necessarily
result in any social revolution inside the forces. The military's echelons pursue
policies to acquire opportunities and assets that facilitate capital formation,
which enhances the position of military officers and brings them onto a par
with other members of the ruling elite. Moreover, the senior officers pursue
social elitism within the services. A military source talked about the presence
of elitism in the army, which gives the sons of senior generals or those having
access to senior officers better career opportunities than others.'* A social
bifurcation is also encouraged in the officer cadre: it disallows free mixing
between the families of senior, mid-
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ranking and junior officers. During discussion with a psychologist working for
the PN it was found that most of the psychological problems referred to her
related to the social pressures created by the intense social stratification within
the services. For instance, the senior officers discouraged their children from
associating with those of the junior officers.*

The social stratification also has another dimension: the difference in the
significance of the three services of the armed forces. The organizational
structure of Pakistan's military reflects the continental nature of the country:
the army has greater numbers of personnel and more overall institutional
power than the other two services. The PAF and PN are much smaller than the
army, and their significance in national security plans depends on the extent to
which the army's leadership see the smaller services contributing to the larger
service's war-fighting plans.

The three main services are hierarchically organized, and the principal
staff officers and area commanders (all three-star) are extremely influential in
internal management and overall decision making. However, the chiefs of the
services (four-star) are the ultimate authority. The army chief, as head of the
largest service, is considered most powerful. The service's intelligence unit
(Military Intelligence, MI) has greater strategic power than its counterparts in
the PAF and PN. The term strategic' refers to Mi's ability to gather intelligence
about politicians or other civil society actors. Even the working of Inter-
Services Intelligence (ISI) are for all practical purposes controlled by the army
chief, despite its being an inter-services agency whose head is answerable only
to the prime minister. The control of intelligence agencies bolsters the power of
the army chief.

The head of the army enjoys even more power than the chairman of the
Joint Chief of Staffs Committee (JCSC), an organization raised in 1976-7 for
joint planning and control of the armed forces. Supposedly, the chairman of the
JCSC has greater significance because of his mandate for joint planning.
However, the military organizational restructuring carried out in 1976 did not
give the Joint Staffs Headquarters QS HQ) any control of the personnel and
operational planning of the three services.*® As a result, the three service chiefs
operate more like the pre-1976 commanders-in-chiefs of their services, with
complete operational authority.

The JCSC serves as a forum for joint discussion among the senior person-
nel of the three services, and as a 'post office’ to communicate decisions
regarding allocation of resources or other administrative matters.** The army,
however, seems to have monopolized this institution as well. The chairman of
the JCSC is no longer appointed on a rotational basis but is drawn from the
army, excluding the PAF and the PN. However, over the years the sense of
power enjoyed by the army has permeated the other services and lower ranks as
well. While the officer cadre is conscious of the military's role as guardian of
the country's sovereignty and a force that keeps the country together, the junior
officers and the ranks have increasingly become conscious of the political
impregnability of the armed forces. The organization considers itself the sole
judge of national interests. Civilians are frowned upon as incompetent,
insincere, corrupt and driven by greed.
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The military is hierarchically organized, with maximum authority vested
in the service chiefs. This power of the chiefs echoes the organization's
traditions and norms prior to the 1970s, when the title ‘commander-in-chief for
each service was replaced with the term ‘chief of stafff The defence
restructuring implemented by Zulfigar Ali Bhutto after 1973 aimed at reducing
the influence of the army chief and bringing the military under greater control
of the civilian government. These objectives were to be achieved through
strengthening the Ministry of Defence (MoD). Henceforth, the three services
were to be placed under the administrative control of the MoD, which was
headed by a minister answerable to the Cabinet Committee for Defence (DCC)
of the parliament. However, this provision remains true only in letter and not in
deed.

According to the former army chief, General Jahangir Karamat, 'the
organization does not like or permit sub-cultures. It frowns at outspokenness
and lack of discipline. You have to accept this when you join. It rewards you if
you stay in line."® Therefore, the army stringently protects its hierarchically
organized institutional structure for discipline and to maintain its internal
organizational power.

THE MILITARY'S PRIMARY ROLE

The military attained its central role in the post-colonial state of Pakistan by
being its protector. The centrality of the armed forces as the guardian of the
state was intrinsic, and compensated for the deep sense of insecurity that
infested the state after its birth in 1947. The prominence of external threat
during the early years was crucial in defining the parameters of the future state-
society relationship. As in Argentina, where the military-controlled state
defined the boundaries of the state-society linkage through propagating the
national security paradigm,'® Pakistan's military intervened to protect the state,
which had created as a homeland for the Muslims of the Indian Subcontinent.
Hence, protecting this state from external and internal threat was essential.
Achieving material development and modernization, and ensuring territorial
cohesion, were paramount, and so these were defining parameters used for
negotiating the relationships between the various players. Stephen P. Cohen's
analysis succinctly defines the Pakistan Army's multidimensional role: "There
are armies that guard their nation's borders, there are those that are concerned
with protecting their own position in society, and there are those that defend a
cause or an idea. The Pakistan Army does all three,"’

The military acquired these multiple roles soon after the country's inde-
pendence in 1947, as a result of the first war with India. The country's policy-
making elite tends to define threats to national security mainly in terms of the
perceived peril from New Delhi. India's hegemonic policies and belligerent
attitude are considered to be the greatest threat to the survival of the state. Over
the past 50 years and more, the dominant school of thought that has influenced
policy making believes that the Indian leadership has never been comfartable
with an independent homeland for the Muslims, and would not
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lose any opportunity to destroy or invade Pakistan. Policy makers are equally
uncomfortable with India's urge to gain regional or global prominence. Any
reference to India acquiring a prominent role, especially as a result of its
comparatively greater military capacity is seen as a potential threat and as
inherently antithetical to Pakistan's security interests.

This first war with the neighbouring state in 1947-8 established the
primacy of the national security agenda. From then onwards, military security
was given maximum priority, resulting in the government allocating about 70
per cent of the estimated budget in the first year for defence.® This budgetary
allocation symbolized the prioritization of the state and national agenda.
According to Hussain Hagqgani, a research fellow at the Carnegie Endowment
for International Peace, after the first war, "Islamic Pakistan" was defining
itself through the prism of resistance to "Hindu India."*°

The Indian threat had an immediate effect in making the military more
prominent than all other domestic players. This development was accompanied
by lax control of the management of the armed forces by the civilian
leadership. In fact, the founding father was unable to take firm control of the
armed forces during the early days. Mohammad Ali Jinnah could not even
enforce his decision to deploy troops in Kashmir. General Gracey, the Pakistan
Army's commander-in-chief, expressed a reluctance to obey Jinnah during the
1947-8 war for which he was not admonished. However, a prominent Pakistani
historian, Ayesha Jalal, claims that the military did not resist its orders, but
Jinnah was convinced to change his earlier decision to deploy troops in
Kashmir by General Auchinleck, the joint commander-in-chief for India and
Pakistan.’ In contrast, Cohen holds the founding father responsible for lax
control over the army by leaving ultimate strategic military decision making to
General Gracey.” In any case, the war opened a Pandora's box by defining
Pakistan as a state that viewed its existence from the perspective of its hostile
relations with India. Brig, (ret.) A. R. Siddiqui is of the view that ‘the use of
tribals that had gone into Kashmir to take control of the Kashmir valley led to
the war, thus sealing the fate of Kashmir and turning Pakistan into a rnilitary-
dominated state'.”

Since this first military conflict, Pakistan has fought two-and-a-half further
wars with India over the unsettled dispute about Kashmir. The military
establishment and the policy-making elite view the issue as critical for
Pakistan's security. In the words of Pakistan's president and army chief,
General Pervez Musharraf, 'Kashmir runs in our [Pakistanis] blood.”
However, the issue is part of a larger perception of India as being inherently
hostile to Pakistan. Military leaders such as Musharraf believe that the end of
the Kashmir dispute might not necessarily result in a complete easing of the
tension with India, so despite the post-2004 peace overtures with India, there is
no fundamental change in the military's thinking regarding a possibility of
friendship with the traditional foe.

Perhaps more importantly, the military also tends to see internal security
issues and domestic political crises as extensions of the larger external threat.
The rise in ethnic and sectarian violence in the country is a development that
can be attributed to the covert and nefarious activities of India's intelligence
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agencies. There is a popular notion that unless they were provoked and funded
by external actors, especially New Delhi, the various ethnic and sectarian
groups would not be able to cause violence in the country. This perspective is
challenged by Hussain Haggani and Hassan Abbas, who explain the rise in
ethnic and religious violence as a result of the military's policies. Religious
extremists, and the religious and ethnic parties in general, are allowed to play a
greater role in support of the defence establishment's national security
objectives.? The military allowed the religious parties to produce the necessary
personnel for deployment on any front where help was needed.

The discussion of national security as determining the army's utility for the
state also serves as a reminder of the primacy of the military's corporate
interests, which play a significant role in the formulation of state policies. Just
like in India, little attention is paid to erroneous policy making and bad
governance, which is directly responsible for domestic unrest and sociopolit-
ical fragmentation. Since the military has acquired the role of the guardian of
the country's sovereignty and overall security, the organization tends to view
domestic political crises from the perspective of the external threat.

Similarly, the military looks at internal crises such as the problems in
Baluchistan, Sindh (during the 1980s), or in the tribal areas bordering on
Afghanistan, as the results of India's hobnobbing with the miscreants in
Pakistan. Security against India, it must be reiterated, is the raison d'etre of the
armed forces. Hence, the military leadership and the overall Pakistani
establishment consider it essential to strengthen the military, and view a
possible reaction primarily from a classical realist perspective. All forms of
interaction with Pakistan's larger neighbour, including cultural links and trade
and commerce, are seen from the standpoint of national security.

THE MILITARY'S SECONDARY ROLE

Besides fighting wars, Pakistan's armed forces are involved in multiple
activities within the borders of the country, ranging from building roads,
catching electricity thieves, running commercial ventures and weeding out
corruption to running the state. The military considers itself as an alternative
institution capable of contributing to socioeconomic and political development.
In fact, such a role is now seen as part of the primary role of providing military
security.

A certain school of thought on Pakistan's armed forces, whose writings are
categorized here as 'propagandist’ literature, extols the military's contribution to
national development. Authors such as General Fazal Mugeem Khan, General
Ayub Khan, Raymond Moore, Brian Cloughly and Pervaiz Cheema view the
military as a nation-builder. In fact, the expansion of the military's influence in
politics and governance is seen as a manifestation of its ability to perform as a
nation-builder. It is claimed that the military is sucked into governance and
politics because it is the most modern and capable institution. Its role in
politics, however, is acquired grudgingly because of the incompetence of the
political leadership. The military, according to Mugeem Khan, essentially, is a
reluctant intruder that:
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is above politics and parties. The performance of its officers and
jawans and the basis of its traditions spring from their readiness to
serve the state and the nation in the best way they can do ... it [the
army] has acquired a unique spirit and sense of purpose and has
proved itself Pakistan's greatest stabilizing force.?®

The military's organizational discipline versus the inefficacy of political
institutions is one of the major justifications for the army's political inter-
vention.”” The military's positive role in non-western countries is a favourite
theme of a number of other prominent western academics, such as Samuel P.
Huntington. According to his standpoint, such militaries are generally better
placed to undertake nation-building than the ill-groomed politicians. Cheema
goes even further in subscribing to the military's perception that the lack of
literacy causes weakness of democracy. The author does not, however, explain
why the absence of high literacy levels has not weakened political institutions
in India, which has much the same history as Pakistan.

This propagandist literature naturally accepts the army's role as a neutral
political arbitrator which has a desire to protect the state against internal or
external threats. Therefore, authors such as Cloughly are dismissive of all
Pakistani prime ministers from Zulfigar Ali Bhutto (1971-7) to Mohammad
Khan Junejo (1983-5). Cloughly does not show any patience to assess the
causes for the dismissal of some of the political regimes, or the varied tones of
the country's politics.?® Under these circumstances, the army is an umpire
between competing political forces, as well as between the common people and
‘corrupt’ political regimes. Such a view is shared by the military's officer cadre
as well. Military personnel mock civilians for their inability to perform
functions meant to be carried out by civilian institutions, which the political
governments then invite the armed forces to carry out, such as weeding out
ghost schools® and cleaning up water channels. However, such secondary roles
are performed by militaries all over the world without their considering
themselves superior to civilians.

THE MILITARY IN POLITICS AND GOVERNANCE

Not everyone endorses this view, however. Some analysts of Pakistan's politics
do not believe that the military's role in politics and governance is a natural
extension of its greater organizational capacity, or the result of the weakness of
the country's political leadership. A second category of works, defined here as
the 'counter-plottist' literature, examines the military's multiple roles
critically.® Authors such as Ayesha Jalal, Saeed Shafgat, Hussain Haggani and
Hassan Abbas find the army to be extremely manipulative. The general essence
of their argument is that the military deliberately acquired its multiple roles and
weakened the state and its political system for its own interests.
Jalal, for instance, looks at the military's political influence as a corollary
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of its alignment with foreign powers such as the United Kingdom and the
United States. These two states were drawn towards the Pakistan Army
because of their larger strategic objectives. The alignment was mutually bene-
ficial for these powers and Pakistan's military, which eagerly and independ-
ently sought a strategic linkage with them in order to outmanoeuvre its
domestic competitors. The military's political influence is a direct result of its
rentier character. This means that the military sought material and general
support and approval from its strategic allies in return for fulfilling their secu-
rity objectives. The silence of external powers regarding military takeovers,
and the foreign aid received by military governments for weapons modern-
ization, strengthened both the civil and military bureaucracy in contrast to
political institutions. Jalal believes that the foreign assistance helped alleviate
the weakness of the bureaucracy which the military suffered from in 19473

Saeed Shafgat also subscribes to Jalal's views.*? He is of the notion that the
tacit support from Washington ultimately translated into the military's political
strength. The support was primarily in the shape of military-strategic alignment
and weapons transfer, which bolstered the image of the armed forces compared
with civil society and civilian institutions. The urge for weapons acquisition
developed Islamabad's dependency on the United States. The military weapons
transfers and cooperation in the security sector are the key aspects of the
bilateral linkage. The acquisition of quality weapons from Washington
significantly strengthened the military to stand up to the perceived threat of a
Indian military onslaught. Relations with China fall in the same category.

The relations with the United States, in particular, are extremely important
politically. Many in Pakistan believe that the armed forces conspire with the
United States to gain strength compared with civilian institutions and other
domestic players. However a former US diplomat, Dennis Kux, does not
subscribe to the counter-plottist theory, and sees the help provided to military
regimes as an accident of history, or an evidence of the better capacity of army
regimes in Pakistan.*®* However, the fact remains that successive US
administrations have closely cooperated with military regimes in Pakistan and
other countries without any qualms, with the aim of fulfilling US strategic
objectives. The US academic Stephen Cohen is of the view that interaction
with the United States exposes the military to better training and modern
technological concepts, which is then touted as an example of the armed forces!
greater capacity to bring about sociocultu-ral and economic modernization, and
control the state effectively through better training and technology.*

The accounts of the propagandists and counter-plottists explain one aspect
of the dynamics of Pakistan's politics, related to the military's strength, but do
not give the whole picture. Undoubtedly the military has acquired a far greater
role for itself in the running of the state. However, the power of the 'men on
horseback' has to be explained in relation to the power of other domestic
players. Moreover, an analysis is needed of why the civil society did not fight
back against the military, as it did in Bangladesh, to get the armed forces out of
politics. Apart from the populist
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movement in the country during the end of the 1960s, there are hardly any
signs of civil society making a concerted effort to push the army back to the
barracks.

It is imperative to expose the concept of weakness of political institutions.
Were the political forces inherently weak, or made weak? Pakistani political
scientists Saeed Shafgat® and Mohammad Waseem hold the civil bureaucracy
responsible for the relative weakness of civilian institutions and the increase in
the military's influence. The military rode into prominence on the shoulders of
the civil bureaucracy. The first military coup in 1958 was a result of a political
alignment between the civil and military bureaucracy. In any case, before the
coup the real power lay with the executive, which was identified with the
higher bureaucracy.*® The coup itself was a consequence of the battle between
political forces and the civil bureaucracy. In the post-colonial state of Pakistan,
the executive or the bureaucracy can be understood as 'a group of bearers of
office authority [that] ... reduces the political parties to the role of mere
brokers, who manigulate public relations in their favor and thus function as a
legitimacy factor'.*” The power equation between the executive and the
legislative during the early days of the country's independence was inherited
from the British. The colonial power controlled India through strengthening the
state bureaucracy.®® This pattern persisted in the ensuing years, and the civil-
military bureaucracy developed an interest in controlling the state and its
politics.

The weakness of the political forces is a sign of fragmentation and
factionalism among civil society and the political class.** The deep divisions
between the political leadership indicate a structural flaw in the segmented
character of Pakistani society, which will be explained further.*’ According to
political analyst Edward Feit, such societies approach a praetorian syndrome
characterized by (in Banfield's term) 'amoral familism'.** This concept refers to
a system in which each group focuses on maximizing its own interests and
forms temporary coalitions to further its interests. Such an approach is
antithetical to institution building. Given the problem of the absence of a
neutral political arbiter compounded with the issue of self-interests, the major
societal groups begin to view the military as a political referee which could
negotiate between the various political forces and help the ruling parties in
furthering their interests.*?

Such collusion between various power groups in Pakistan is explained by
Hamza Alavi, who describes the weakness of Pakistan's political institutions as
the crisis of an overdeveloped state. This is perhaps the most relevant
explanation. The term ‘overdeveloped' refers to the relative institutional
strength of the state bureaucracy compared with political institutions, which
resulted in a never-ending political crisis in the country. In his Marxian context,
the author describes the post-colonial state as an 'overdeveloped' structure
operating on the principle of peripheral capitalism, a concept that recognizes
the plurality of economically dominant groups whose rival interests and
competing demands are mediated by the state, which is composed of a strong
civil-military bureaucracy and weaker
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political institutions.*® Thus, the ultimate arbiter role can only be played by the
stronger civil-military bureaucracy and not by democratic institutions. The
state, Alavi argues, plays a central role, acting in the interests of other groups,
which the author refers to as the three dominant classes: the landed-feudal
class, the indigenous bourgeoisie and the metropolitan bourgeoisie. These three
groups constitute the ruling power bloc that competes in the framework of
peripheral capitalism.** While some form of capitalist mode of production and
economic redistribution introduces itself in the form of post-colonial capital,
the pre-capitalist system remains preserved.” The military's stakes are
intertwined with those of these three groups, making it imperative for the
military and the other groups to protect each other's interests. Thus, the
military's relevance for the country's politics is a result of the symbiotic
relationship between military force and political power, especially of the ruling
elite. The dependence of the dominant classes on the military does not allow
the civilian institutions to penetrate the military as much as the military
infiltrates civilian institutions.

According to Alavi's theoretical formulation, the political flaws of
prominent leaders such as Zulfigar AH Bhutto, for example, are not personality
traits but are caused by structural behaviour determined by the norms of
peripheral capitalism.*® Despite the reference to socialist ideology, Bhutto
could not afford to keep his politically left-leaning partners. This, as Alavi
points out, was a result of the lpull' of his class interests rather than just a
simple personality quirk.*” Therefore, the inaptitude of the political leaders in
dealing with the military, which appears to be more like political naivete or
sheer innocence in Haqgani's work, is actually a structural problem.*

The relationship between the military and the three classes gains
significance for all these players because of the importance of the bureaucracy
in this 'overdeveloped' state. The bureaucracy is trained to protect the state
from external as well as internal threats. According to Alavi, 'the [civil and
military] bureaucrats were brought up on the myth of "guardianship,” the idea
that it was their mission to defend the interests of the people as against the
supposed partnership of and personal ambitions of "professional” politicians}**
Thus, the military's role in the state was not restricted to coercion, but also
involved the legitimation of regimes, a task the organization could perform
because of its authority and standing in the state and society.” Over the course
of time, the military began to benefit from the state, acquiring various
concessions in the form of land and lucrative positions.™

Alavi's theory explicates the cooperation and conflict that could be
observed between the various players, including the armed forces. Seen from
the author's peripheral capitalism paradigm, the tension between the three
dominant classes and their bid to control the armed forces at different times is
understandable. Influenced by personal power interests and conscious of the
centrality of the bureaucracy to the state apparatus, the political players attempt
to control the military institution and tools of violence through various means.
The creation of new legal control mechanisms, buying off senior officers,
changing the army chief, and establishing
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alternative auxiliary paramilitary organizations were, and remain, some of the
many ways to exercise control over the armed forces.

Therefore, the primary explanation for the skewed civil-military relations
lies in the peculiar political structure of the state and the relationship between
the dominant classes. The military did not accidentally gain power but was led
to it, albeit inadvertently, through the relationship of the dominant classes with
force. The desire of the dominant classes to use the military as a tool for power
projection erodes the neutrality of the state and its bureaucracy, making the
military a player in political contestation. Moreover, since the civilian
leadership uses the military for its own power objectives, the politicians or
other significant civilian players fail to impose strict norms for a principal-
agent relationship in which the military is subservient to the civilian state from
the onset.

The dependence of the ruling elite on the military, which gradually
strengthened the armed forces, is analysed in the next subsections.

INITIATION TO POWER,1947-58

As was mentioned earlier, the military gained prominence in the state appa-
ratus soon after the country's birth, as a result of the first war with India. After
the death of the founding father, Jinnah, in 1948, Pakistani politics was riddled
with the problem of factionalism. The political contest took place on three
fronts:

» amongst the various political groups for the control of the state
»  between the civil and military bureaucracy and the political class
*  between the military and other dominant civilian actors.

The political leadership used authoritarian tactics and a divide and rule policy
to establish their political strength. For instance, Liaquat Ali Khan, the
country's first prime minister, manipulated politicians in the Punjab in his
interest. However, when confronted with the situation of losing control of the
largest province to a prominent leader of the Muslim League in the Punjab,
Mumtaz Daultana, Liaquat Ali Khan connived with the governor-general to
dissolve the assembly and bring the province under the direct control of the
central government. This situation continued for two years, until the elections
in March 1951.°

The friction between various factions, the urban and rural elements within
the main political party - the Muslim League - and the tension between the
centre and the federating units made it difficult for the country to acquire a
constitution. The first constitution was promulgated in 1956, nine years after
the country's creation. The factionalism inside the political parties also divided
party politics along regional lines.>®* While the Awami League concentrated its
efforts in East Pakistan, the Muslim League dominated the politics in the
western wing of the country. Such political factionalism led to frequent
dismissal of governments. From 1947 to 1958 Pakistan had seven prime
ministers and eight cabinets.>* Furthermore, the
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extravagant and viceregal behaviour of the political elite set it apart from the
common people. The issue was not just the use of colonial practices by the
political leadership, such as keeping militar%/ secretaries and aides de camp,
but their inaccessibility to the general public.”® This behaviour undermined the
image of the politicians.

Other domestic forces, such as the civil bureaucracy, viewed the political
chaos as advantageous to their wresting control of the state. The civil
bureaucracy was as powerful as in India. The main difference, however,
between the two civil bureaucracies was in their approach to military power
and political control. While the Indian civil bureaucracy recognized and
accepted the dominance of the politicians, and established control over the
armed forces through strengthening the institution of the Ministry of Defence
(MoD), Pakistan's civil bureaucracy chose to partner with the military to
further its dominance over the political leadership. The civil bureaucracy
represented by a bureaucrat-turned-politician, Ghulam Mohammad, the
governor-general during the early 1950s - viewed the military as a junior
partner capable of keeping the raucous politicians at bay. The governor-
general's trust lay more in the army generals than the civilian prime ministers.

Ghulam Mohammad asked General Ayub Khan to take over the
government, replacing Prime Minister Bogra with whom the governor-general
had had a falling-out in 1954.* Ghulam Mohammad's successor as governor-
general, Iskandar Mirza, who was also a former bureaucrat, equally relied on
the army. A close friend of Ayub Khan's, Mirza increasingly involved the
military in the functioning of the state.”” According to Lt.-General (rtd)
Chishti, the civilian government's decision not to retire Ayub Khan in 1954 but
to give him a role in the cabinet weakened the political regime.®® Such favours
to the army chief smacked of a conspiratorial partnership between Ayub Khan
and the governor-general, which was vital for the latter's survival and that of
the civil bureaucracy-dominated state.

Saeed Shafgat claims that the Ayub-Mirza alliance was the civil
bureaucracy's bid to forge a superordinate-subordinate relationship with the
armed forces.” The office of the governor-general was abolished after the
introduction of the first constitution in 1956, in which Mirza insisted on
becoming a powerful president. To ensure his army friend's allegiance, Mirza
twice gave Ayub Khan an extension as commander-in-chief, first in 1954 and
later in 1958.°? These personal concessions, however, would prove
exceedingly costly to the civilian leadership. In 1958, the military could no
longer be treated as a junior partner and the superordinate-subordinate
relationship was reversed. Although Mirza imposed martial law on 7 October
1958, Ayub finally decided to bring the military to the forefront through a
counter-coup on 27 October 1958.

The bickering for greater power and authority benefited the senior military
leadership. It must be noted that the army's earlier leadership rose to
prominence by chance. Neither Ayub Khan nor General Yahya (the second
commander-in-chief) was selected to the top rank for his impeccable career
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record. While Ayub Khan made it to the top by sheer luck, Yahya Khan was
deliberately propped up as Ayub Khan's faithful ally in the Army.®* Later
commanders questioned the ascendancy of both these senior commanders, and
doubted their professional competence.®® These men were opportunists set to
enhance their personal power. Some of these officers began to draw personal
economic benefits as well, such as acquiring large chunks of evacuee property
previously owned by civilians (and abandoned by Hindu migrants) in the
military cantonments.®® Here, the military circumvented the statels right to
claim possession of these properties.

To make itself more relevant for the state, the military strengthened itself
institutionally through enhancing its control over defence and foreign policy
making. The political leadership was far too fragmented to establish control
over the military and issues of national security. The senior generals, especially
Ayub Khan, who was the first army chief, insisted that defence matters were
the military's forte. According to Hamida Khuhro's biographical account of her
father, Mohammad Ayub Khuhro, who was a Muslim League leader in Sindh,
Ayub Khan was adamant about monopolizing all matters pertaining to the
armed forces. For instance, the general was not happy with the prime minister,
Sir Feroz Khan Noon's decision to authorize the civilian minister of industries
and supplies to procure military equipment. Ayub Khan also wanted the prime
minister to endorse his third extension as the army chief.®* The political
conflict between the political and military leadership finally ended in the first
takeover by the army in 1958. It was necessary for the military to establish
domination over defence and foreign policy issues because the defence budget
was a major share of the national expenditure, and swallowed about 68 per cent
of the central government's revenues.®® Development expenditure and centre-
province relations were held hostage to the perceived Indian threat. The central
government had to control the provinces to exercise control over the
distribution of resources and provide for a stronger military institution.

The armed forces also found other ways of strengthening their institution,
such as building an alignment with the United States. To assuage their fear of
their larger neighbour, India, the civil and military leadership sought links with
greater military powers. Starting from the early days after independence with
Jinnah|®® leaders sought the United States as a 'patron of choice! that could
provide the military with the necessary technology and diplomatic support to
keep India at bayl®’ Reportedly, the army's commander-in-chief, Ayub Khan,
visited the United States on his own initiative and without prior approval from
the cabinet to seek military and economic assistance.”® Later, Ayub Khan's
decision to join the Central Treaty Organization (CENTO) benefited the army
tremendously. Washington, on the other hand, found Pakistan's army a willing
partner in pursuing US military-strategic objectives regarding the Communist
Soviet Union. The financial and military aid received from the United States
improved personnel training and technology in the armed forces. The
technological and larger military cooperation, according to Cohen, impacted on
the armed forces' organizational structure and identity®® A better organizational
capacity
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improved their leadership confidence with other players, and gave the military
an image of being a more efficient organization. This approach reveals the
western bias of equating technological prowess with modernization.

It is noteworthy that the political leadership did not try to create an
alternative national agenda besides military security. Therefore, since the
creation of the country, it has projected the image of an insecure homeland
state for Muslims which can only be protected through greater military
security. This approach grew more popular in the ensuing years, resulting in
the further strengthening of the armed forces.

THE RISE TO POWER, 1958-71

The years from 1958 to 1971 saw a crucial transformation in civil-military
relations, during which the army established itself as the key political force.
During this period the military appeared more of a ruler type which aimed at
taking control of the state permanently. The army initially ruled directly
through imposing martial law. This status was changed when Ayub Khan
introduced the second constitution in 1962, and imposed his personal rule on
the country, first as army chief, and later as field marshal. A third change took
place in 1969 when Ayub Khan was replaced by the army chief Yahya Khan,
who ruled until the army was compelled to withdraw from politics after the
humiliating defeat in 1971-2.

Contrary to the existing studies that consider the Ayub Khan and Yahya
Khan military rules as two separate regimes, it is argued here that Pakistan's
military had become a ruler type, which had had ambitions to control the state
for a long period. The Ayub Khan and Yahya Khan governments were not two
different regimes but one continuous military rule in which the only change
was in the topmost leadership. The reintroduction of democracy in 1962 was
similar to the Indonesian concept of 'guided democracy’, according to which
the military would gently teach the people how to democratize. Perhaps this is
the reason that the Pakistani political analyst Pervez Cheema asserts that all
army chiefs have tried to strengthen elected governments,” which means that
they supported democracy. However, Ayub's supposedly democratic rule and
his replacement by Yahya Khan indicated the military's intention of remaining
in power. Under Ayub, the military had acquired political and financial
autonomy which gave it the confidence to retain its hold over the state.

The military's ascendancy to power, as mentioned earlier, was a result of a
coalition between the civil and the military bureaucracy. In bringing the
military to power, the civil bureaucracy had misread the tenacity and intent of
the armed forces= President Iskandar Mirza had brought in the army in October
1958 to restructure the political scene in his favour. Some declassified UK
documents reveal that the diplomatic services were apprehensive of Mirza's
possible use of the army to get rid of 'undesirable elements' in case the election
results were not favourable. The suspicion was that 'the President himself may
take a hand in the provocation of violence in order to clear the way for the
intervention of the army and the postponement of
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elections'.”* However, Mirza could not dictate his terms to the army, and ended

up transferring power to the GHQ. It did not take long for Ayub Khan to
assume direct control of the political situation rather than remaining a puppet
in the hands of his friend, President Mirza.

The Pakistan Army under Ayub Khan sought an equal relationship with
the civil bureaucracy, to stabilize the political situation and manage the country
more efficiently than the distraught politicians. Lacking knowledge of the
functioning of government, the military did not push the civil bureaucracy out
of prominent positions in the government. Instead, the army GHQ partnered
with the civil bureaucracy for running the affairs of the state. So the initial
coercion of the civil bureaucracy by the military administration did not
necessarily minimize the significance of civilian bureaucrats. The generals
needed the support of the bureaucracy to establish firm control over the state
and minimize the legitimacy of the political class. As in Turkey, the Pakistan
Army's officers distrusted the politicians and were keen to manage the country
themselves.

Therefore, under Ayub Khan, the army embarked upon the process of
restructuring politics to produce, through a gradual and a guided process, a
legitimate regime acceptable to the civil-military bureaucracy’® The guided
process included the coercion of some politicians and parties, and the induction
or co-option of others, as well as the creation of new political institutions and
processes that could produce a highly sanitized version of politics acceptable to
the GHQ as a system which would not hinder the organization's power
interests. The introduction of the Elective Bodies Disqualification Ordinance
(EBDO) in 1959 was meant to coerce the political class. Although this law was
claimed as a punitive measure against any public office-bearer for misconduct
in office,” it was used to ban and marginalize key political parties and leaders.

Ayub Khan's rule can be divided into two periods: the first with a military
face, from 1958 to 1962, and the second involving civilianization of military
rule (from 1962 to 1969), aimed at creating a highly centralized presidential
system and generating client relationships.” To support the argument that the
post-1962 Ayub Khan rule was a continuation of the army in power, Edward
Feit aptly says that:

if a man was a career officer immediately before taking power, if his
associations subsequently were still military, if his style remained
military, and if all indications were that his heart was still with the
army, his government is still a military government even when his
commission is laid aside .... Soldiers who act in politics through the
force of the army will thus continue to be considered as soldiers, even
when, to outward appearances at least, they have left the ranks, unless
there is overwhelming evidence of a change of view. The use of the
army as a vehicle to power is thus a major qualification.”

The military government instituted various measures to bring the political and
civil societies under its firm control, through manipulating and
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exploiting other classes, or by using pure coercion. The control over the media
and labour unions further diminished the possibility of strengthening
democratic institutions. The Basic Democracies system launched in October
1959, with the stated objective of strengthening democracy at the grass-roots
level, marginalized the power of the representative government by heavily
peppering the system with civil bureaucrats. This system of guided democracy
comprised elected and non-elected representatives, with a local administration
acting as the eyes, ears and stick for the central government, enabling it to
maintain sufficient authority over the politicians. Similarly, the shift from a
parliamentary to presidential system through a new constitution in 1962 was
based on a system of indirect elections that conformed to the principle of
guided democracy. Intrigu=ingly, this concept was being tried out by another
general-turned-politician elsewhere: President Sukarno of Indonesia. The
Indonesian president abandoned the system of parliamentary democracy in
1957, and replaced it with ‘guided democracy! in which the polity and
economy would develop under his tutelage and that of his cabal.”®

The presidential elections held in 1965 enforced a presidential system of
government that was dominated by an army general, Ayub Khan, who also
became the indirectly elected president. The change of the political system
from parliamentary democracy to presidential form was meant to legitimize
military control through giving it the face of an elected regime. The most
senior military leadership engaged with the civil bureaucracy and sought new
political partners to strengthen their hold on the state. Contrary to his earlier
policy of coercing the civil bureaucrats, Ayub Khan opted for a compromise
with the civil bureaucracy, by not curtailing the power of the central superior
service officers (popularly referred to as the CSP class).”” Moreover, the links
between the civil and military bureaucracy were bolstered through initiating
the process of inducting military officers into the civil service.

The regime also enhanced the scope of the military's corporate interests by
presenting great incentives such as awarding land to officers and gaw&ns
(soldiers), and providing them with jobs in military-run industries.”” While
there were direct benefits for Ayub Khan and his family, the economic
incentives were created to establish the military's financial independence from
the government, and other institutions perceived as inferior to the armed
forces.

Ayub Khan's takeover was not hugely resisted, because of the weakness of
the political forces to muster support amongst the masses and to start popular
political agitation. Except for the movement for the partition of India,
Pakistan's politics had a highly elitist nature. The lack of resistance against the
military's dominance, as this study tries to establish, was largely because the
ruling elite tried to partner the military to pursue their political and economic
interests. In fact, the civil-military bureaucracy played a key role in giving
birth to the indigenous bourgeoisie or the business-industrialist class, which
formed part of the dominant elite identified by Hamza Alavi. The
transformation of the trader-merchant class into the
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business-industrial class through institutions such as the Pakistan Industrial
Development Corporation (PIDC) resulted in national economic uplift as well
as creating new partners for the bureaucracy.

During the 1960s, the famous 22 families who owned about 68 per cent of
Pakistan's industries and 87 per cent of its banking and insurance assets were
sympathetic to their source of power, the army’® The landed-feudal class that
traditionally dominated politics also developed links with the bureaucracy and
the industrial class. It is a false perception that Ayub Khan's land reforms
diluted the power of the feudal landowners or were meant to bring in social
reforms. The land reforms merely squeezed major landowners by forcing them
to undertake some readjustments. The alterations in the landownership ceiling,
which was scaled down from an infinite number to a restriction on individual
land ownership of 36,000 produce index units (PIUs), forced the big landlords
to transfer land to other members of their family or clan. Thus, the political
power structure barely lost its feudal character.

The ruling military did not show any signs of wanting to disturb the
interests of the ruling elite. One of the reasons for this leniency was that the
military itself was also involved in the exploitation of the state's land
resources. Ayub Khan and the senior military generals had acquired agri-
cultural land in Sindh and other provinces. Land reforms were therefore used
as a coercive tool to win the support of landowners. India, it must be
remembered, had legally abolished feudalism in the earlier days after partition,
allowing ownership of a maximum of 10 acres per family. In any case, the
socialist agenda of Nehru did not suit the continuity of the institutional
symbols of feudalism. Pakistan's leadership, on the other hand, did not offer
any substantive sociopolitical national goal.

The three dominant classes in Pakistan - the landed-feudal, the indigenous
bourgeoisie and the metropolitan bourgeoisie - found common ground with the
military, and acted to serve their joint interests during the Ayub-Yahya military
regime. The various economic policies instituted under Ayub Khan, such as the
'bonus voucher' scheme and the devaluation of the currency, benefited
industrialists and landowners; the mechanization of agriculture primarily
benefited larger landowners at the cost of the small landholders and poor
sharecroppers, and the authoritarian economic modernization strengthened the
civil bureaucracy as it managed the process.’ The military itself started to
establish its interests in the agricultural and industrial sectors as well as in the
civil bureaucracy None of the ruling classes showed any interest in eliminating
peripheral capitalism or changing the feudal nature of politics, nor did they stop
using the military as an instrument of personal power. While the politicians
were annoyed with Ayub Khan's manipulation of power to become the
president and change the political system from parliamentary democracy to a
presidential form of government in 1962, no efforts were made to improve the
understanding of what had led to this, or to prevent politicians from using
military or authoritarian tactics as part of the political discourse.

The mistake that the politicians continue to make is not to recognize the
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fact that they were equally as responsible as the army for bringing the military
party into politics. The ultimate effort is to control the armed forces or enter
into an equal relationship, with the objective of taking complete control of the
defence establishment at some opportune time. Zulfigar Ali Bhutto broke ranks
with Ayub Khan in 1966, despite the fact that his career had been shaped and
he mentored by the military dictator, and created the country's first popular
party, the Pakistan People's Party (PPP). Bhutto's populist politics utilized
mass protest as a tool to exhibit his force. Using popular slogans like rati,
kapra and makaan (bread, clothing and shelter), the PPP tuned into the
discontent of the growing number of working-class people disenchanted with
the elitist politics and policies of the Ayub regime. Meanwhile, resistance grew
in the eastern wing of the country, where people were discontented with the
policies of the military regime as well as with the dominance of the western
wing. The Bengali leader, Sheikh Mujeeb Rehman, protested against the
Punjabi domination and demanded greater political autonomy. The military
government, however, chose to react through the use of force rather than with
conciliatory measures.®

The political unrest in the country was the military's first brush with
populist politics. In addition to the sociopolitical instability caused by street
agitation, the picture challenged Ayub's image as a leader in control of the
nation's destiny. The worsening conditions convinced the army of the need for
a change of face. However, they did not visualize immediately handing over
power to a civilian leader. The replacement of Ayub Khan with Yahya Khan
was the army's response to the political conditions, and a bid to safeguard the
institution’s relatively superior image. The economic and political crisis created
by Ayub Khan's policies challenged the military's image as an apolitical and
neutral institution.

Ayub's replacement in 1969 did not bring about any change in policy or a
reduction in the army's pursuit of its institutional self-interests. Yahya Khan
brought in more of his uniformed colleagues to run the show. The new general
failed to even review his coercive political management and machinations.
Yahya held elections in 1970 with the hope of bringing in a civilian regime that
would be acceptable to the GHQ. According to Hagqgani, the army would have
preferred to see a coalition of Muslim League and religious parties in power.??
However, the elections did not produce this result. The two parties that came to
the fore were the Awami National Party in East Pakistan and the Pakistan
People's Party in the western wing, led by the popular political agitator Sheikh
Mujeeb-u-Rehman and Zulfigar Ali Bhutto respectively. The results of these
elections showed the clear political divide between the two wings, which
expressed the ethnic tension between East and West Pakistan.

The Awami League bagged 288 of 300 seats in the East Pakistan legis-
lature, and 167 of 300 seats in the National Assembly (the total number of
seats for East Pakistan in the National Assembly was 169). This gave it a clear
majority to form the government at the centre. Its closest rival was Bhutto's
PPP, which secured a total of 85 seats in Punjab and Sindh. (The number of
seats in West Pakistan was Punjab 85, Sindh 28, NWFP 19,
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Baluchistan 5 and Tribal 7, making 144 in total).?® However, as was explained
by a prominent political commentator on Pakistan, Lawrence Ziring, 'the
Bengalis were not only distant from the Pakistan heartland,” they were also
somewhat far removed from the urgencies that influenced the leaders and
people of West Pakistan/**

RETURNING TO DEMOCRACY, 1971-7

The 1970 election results were not honoured by the military regime or the
political elite of the western wing. Their attitude and the hostile reaction of
Bengali leaders led to a stalemate which intensified further into a political
crisis. These seven years heralded a transformation in the political environ-
ment, but one which was based on tragedy resulting from the political
intolerance and short=sightedness of the leadership.

Despite the majority won by Rehman's Awami League in the elections, the
West Pakistani establishment, which included the military and other dominant
classes, was uncomfortable with the idea of transferring power to the Bengalis,
whom they considered ethnically inferior. In his book about the 1971 debacle,
an army officer-turned-intellectual, Sadiq Salik, quoted another Pakistan Army
officer as saying, {Don't worry ... we will not allow these black bastards to rule
over us.’®® Such derogatory remarks expressed the ethnic bias and exclusivity
of the army, the majority of the Punjabi population and the West Pakistani
leadership. The army leadership had to make a difficult choice between
Rehman and Bhutto, which resulted in delaying the transfer of power to either
of the two leaders after announcement of the election results.

Eager to get into power, Bhutto played upon the military's attitudinal bias
against the Bengali leadership. The PPP leader's defiant attitude caused the
postponement of the National Assembly which was to be held in Dhaka in
March 1971.2° He threatened all politicians with dire consequences if they
attended the session. This was an insult for the Bengali people and their
leadership, who had since independence experienced unequal and insulting
treatment by the West Pakistani elite.

Bhutto's stance intensified the political crisis, and led to a political
stalemate between the two wings. The Pakistani establishment clearly made the
situation in Pakistan look like an uncomfortable internal situation that
threatened the country's integrity. Islamabad saw the unrest in East Pakistan as
part of a larger Indian conspiracy to undo Pakistan. The army launched a
military operation, 'Searchlight', against the Bengali resistance on 15 March
1971 in which the army cracked down on all dissent in the eastern wing.®’
Human rights atrocities in the eastern wing increased to such an extent that
these became noticeable to the foreign diplomats stationed in Dhaka and
elsewhere in the region. The various US government departments/agencies in
Washington warned the Nixon administration of the selective genocide and
killing of Awami League supporters, Hindus and university students.?® The
famous 'Blood Telegram' sent by the US Consul-General in Dhaka, Archer
Blood, strongly dissented from the policies of the
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US government of supporting a military regime that indulged in serious human
rights atrocities.*

The Army GHQ in Rawalpindi depended on US support to secure its
position domestically. Ayub Khan had laboured to forge a military-strategic
alignment with the United States to allow the institutional strengthening of the
armed forces. Pakistan received major military assistance from the United
States during the period from 1958 to 1971. The alignment was built around
US interests in fighting the Communist Soviet Union. Washington was not
enthusiastic about disturbing the alignment nor did it wish to see the power
equation change in favour of India/ which had refused to align with it. Thus,
when confronted with the issue of supporting India or Pakistan during the 1971
crisis, Washington did not want the military regime in Pakistan to be put under
excessive pressure. President Nixon communicated to all concerned in the US
administration, To All Hands: Don't squeeze Yahya at this time/*® This move
to crack down on all dissent in the eastern wing was justified by Pakistan's
ambassador to the United States, Agha Hilaly. According to the envoy, a 'great
tragedy had befallen Pakistan and the army had to kill people in order to keep
the country together'.” Thousands of Bengalis were killed and women raped,
and this added to the general mayhem and ruckus. This ultimately lead to the
breaking-up of the country.

The PPP leader seemed to ignore these atrocities when he defended
Pakistan after an Indian attack on the eastern wing later in the year. Bhutto's
impassioned speech to the UN Security Council on 15 December 1971, in
which he lambasted India and the rest of the world, tore up his notes, and
stormed out of the meeting declaring that T will not be party to legalizing
aggression’,*? won him accolades as a nationalist leader and sympathy from the
armed forces. Earlier, in November 1971, Bhutto had been sent by General
Yahya as the government's envoy to China to seek Beijing's help in the war
against India.*®

On 16 December 1971 Pakistan's military commander in East Pakistan
surrendered to Indian forces, and a new state of Bangladesh was carved out of
Pakistan. This led to a crisis of legitimacy which made it imperative for the
army to withdraw from politics. Thus, as Saeed Shafgat states, it was not
Bhutto's election victory but the tragic conditions caused by the defeat in war,
that facilitated the transfer of power from the army to him.** The army was left
only with the option of partnering with Bhutto, who, according to Haqggani,
was seen as reasonably sympathetic to the military's pro-Islam and anti-India
agenda.®® These two issues were central to the military's conception of its role.
Besides, Bhutto had supporters inside the army as a result of his interaction
with it during his tenure as Ayub Khan's foreign minister. In the absence of a
constitution - the 1962 constitution had been abrogated by Yahya - Bhutto
assumed power in December 1971 as the president and chief martial law
administrator.

Bhutto's entry to the corridors of power did not bring about a qualitative
difference in the country's political environment, despite the fact that he
offered a relatively revolutionary agenda. His slogan of Islamic socialism,
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followed by his policy of nationalizing industries and strategic sectors such as
education, was seemingly aimed at empowering the masses and curbing the
clout of the industrial and business elite in the country. Bhutto's mass populism
did encourage a shift towards the psychological political empowerment of the
masses. However, he was unable to sustain the change despite having ridden to
power on the shoulders of popular slogans. The sociopolitical environment
remained authoritarian. Bhutto's arrival did not herald a change in the
predominantly feudal tone of the country's political structure. Bhutto's rule, it
must be reiterated, is one of the examples of coalition building between the
military and the landed-feudal class. Sir Morrice James, the British high
commissioner to Pakistan in the mid-1960s, aptly described Bhutto as ‘a
Lucifer, a flawed angel'.*® Indeed, Bhutto was a democrat and an authoritarian
at the same time. The inherent contradictions in Bhutto's personality were
mirrored in his politics. He was a truly charismatic leader who failed to
strengthen democracy, empower the masses or reduce the significance of the
armed forces.

Like a Machiavellian prince, Bhutto tried to maximize power through
adopting a dual approach of propagating populist measures and coercing other
players. The land reforms and nationalization of private business and industry
aimed at cutting down the power of other classes and Bhutto's own feudal class
rather than transferring the control of land and other resources from the ruling
elite to the masses. In fact, his land reforms were as meaningless as those of
Ayub Khan, because they were aimed at pressurizing his political opponents
rather than bringing about any substantive change.

Bhutto destroyed his chance for strengthening civilian institutions when he
mistreated the sociopolitical ideologues in his party, cracked down on his
critics, and sacked the Marxist elements within the PPP. Towards the end of his
regime, he had almost completely revised his political agenda by giving a
greater number of party tickets to the landed gentry for the 1977 elections than
the 1970 elections.?” Shafqat attempts to defend Bhutto's policies rather feebly
by suggesting that the intent behind the leader's authoritarianism was the search
for stability, while others describe his errors as emerging from the flawed
structure of the state and the influence of Ayub Khan's earlier policies.®® It was
inevitable that Bhutto would make these errors because of the larger systemic
problems.”® He was, after all, a member of the ruling class, and ultimately a
hostage of his class and its interests. Given the precapitalist structure of the
political economy, the landed-feudal and other dominant classes would not
have benefited from a metamorphosis of the sociopolitical and socioeconomic
environment that empowered the masses or strengthened democratic
institutions. The PPP leader eventually struck deals with the civil-military
bureaucracy to keep firm control over power. While he strengthened the civil
bureaucracy by turning bureaucrats into managers of public-sector industries
and businesses, he pursued policies that equally bolstered the military's
significance.

From the standpoint of Bhutto's relationship with the military, he made the
blunder of miscalculating the resilience of the armed forces in thwarting
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the strategic changes he had brought about in their management. Initially, he
seemed to have taken a major step forward in changing the command and
control structure of the organization. For example he created the Joint Chiefs
of Staff Committee which was made responsible for joint planning,
strengthened the MoD by bringing the three services under the MoD's
administrative control, granted the prime minister the position of the supreme
commander of the armed forces, replaced the designation of commander-in-
chief by that of chief of staff, and made all the service chiefs equal in stature.
Furthermore, the 1973 Constitution promulgated during Bhutto's rule declared
the abrogation of the constitution to be an act of treason punishable by death.

Bhutto attempted to control Milbus by stopping the growth of the mili-
tary's commercial ventures, which curtailed its financial autonomy. However,
these measures were reduced to nothing by the lack of change in the overall
tenor of policy making. He erred by viewing the military as a junior power that
could be controlled and utilized for promoting his interests, and so he allowed
the army to regroup. The military capitalized on Bhutto's dependence on
military force for building his personal political power. It emerged from the
ashes of 1971 sufficiently strengthened to prepare for another takeover in
1977.

Bhutto basically made the mistake of not restructuring the priorities of the
state and failing to alter the nature of his own politics. In the first instance, his
security and foreign policies remained geared to the classical-realist paradigm.
This paradigm naturally strengthens the significance of the military. He shared
the military's hawkishness on India and national security. He made every effort
to fulfil the armed forces' weapons modernization plans despite the fact that the
country was socially and financially, recuperating from the effects of its war
with India. He was also responsible for starting the nuclear weapons
programme, a capability he considered necessary to counter India's hegemonic
designs, even if it meant 'eating grass'.*®
There were two reasons for his military-strategic realism. First, Bhutto was
well versed in the discourse of state power. He valued power, and as a man
with a larger vision, he could appreciate military prowess. Second, the
strengthening of the military was aimed at giving confidence to the generals
regarding Bhutto's political leanings. He did not want the generals to have an
impression of him as a populist leader determined on bringing socialism, or
changes that would jeopardize the interests of the ruling class. Despite these
measures, Bhutto eventually failed in discouraging the military from taking
over power. This was because of the particular nature of his politics. He made
the classic mistake of letting the military look into his political affairs and note
his weaknesses in dealings with his political opponents. Available accounts on
Bhutto's interaction with the military, such as the memoirs of General Gul
Hassan Khan, show his inclination to politicize the army for personal
objectives such as strengthening his position in relation to his opponents. The
gener?(l)lmentions how he discouraged Bhutto from trying to politicize the
army.
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In his instinct for survival, Bhutto tried to partner with the military by
giving them a role in administration, imposing martial law in major cities such
as Karachi, Lahore and Hyderabad to curb the political unrest and mass
demonstrations. The army was asked to fire at the demonstrators. This was
tantamount to politicizing the army. However, senior officers felt that the
regime's policies would divide the army from within, and refused to support
Bhutto's excesses. Reportedly, three army brigadiers resigned because their
troops refused to engage in killing the anti-Bhutto demonstrators.'® It is clear
that Bhutto had failed to convince the military that the opposition movement
represented a conspiracy against the state. The incident of the brigadiers'
resignation worried senior generals: they felt that the politicization of the
military was damaging its organizational norms and ethos.

The prime minister had got into the habit of discussing the political
situation with the top generals. In addition, as General Gul points out:

his recognized link with the Army was the Chief of Staff, but every
Tom, Dick, and Harry who was a corps commander, and at times
even PSOs, were commanded to attend these [Bhutto's] deliberations.
This was a fatal blunder on Bhutto's part: he was, for his own ends,
politicizing the Army and, worse still, unconsciously furnishing the
genelrgsls with an opportunity to witness the insecurity that had gripped
him.

In addition, the tenor of Bhutto's policies was determined by his dependence
on military force and an authoritarian ethos. This was demonstrated by his
handling of a political crisis in Baluchistan. He tried to solve the friction
between the centre and this small province, which had escalated to an
insurgency, by deploying the army and by establishing (in May 1973) a
paramilitary force, the Federal Security Force (FSF) as a tool for coercion. He
placed the FSF under his direct control. The military operation in Baluchistan
in 1973 led to the killing of about 6,000 Baluch.

This was also an expression of the PPP leadership's failure to institu-
tionalize party democracy. The creation of the FSF, which operated like
Bhutto's private Savak, signalled to other political leaders the significance of
military force in the political discourse. However, the FSF also deepened the
fears of the generals regarding Bhutto's intention to minimize the importance
of the military. The establishment of an auxiliary force would ultimately
reduce his reliance on the army.*®*

Ultimately the army moved once again to regain control of the state. The
elected prime minister had failed to develop a strategic civil-military
partnership with the armed forces and harness the power of the generals
completely to the advantage of the civilian players. The fact is that Bhutto's
over-assertive instincts made coercive force relevant for the country's politics.
This attitude made him redundant in the eyes of senior generals, who regained
the confidence to march into the corridors of political power in 1977.
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The army struck hard at the roots of populist politics by assassinating
Bhutto. The prime minister was arrested; tried for murder and hung in 1979.
The Machiavellian prince had turned into the tragic character of Christopher
Marlow's Dr Vaustus, who had sold his soul to the devil for power and become
a victim of his own intellect. Ironically the military killed the leader who was
responsible for rebuilding the institution. Abdul Hafeez Pirzada, one of the
prominent cabinet members of the Bhutto government, claimed that the
military had always conspired against Bhutto and was, in fact, using him to
build back up the position of the army from the onset.'®

Bhutto's loss of power and later his death at the hands of the military
regime was an end of an era, which had represented the peak of populism, in
more than one way First, the military coup had put a sudden end to civilian
rule. Second, the takeover by the army had overthrown the first popularly
elected parliament. Third, the years to come heralded a change in the
fundamental character of the armed forces. As will be discussed in the next
chapter, the military underwent a gradual transformation from a ruler type to a
parent-guardian type in the ensuing years. Furthermore, it became much more
adept in using ingenious methods of political bargaining.

The period from 1971 to 1977 represents a lost opportunity in more than
one way. The six years of civilian rule saw the gradual shift of the state from
what appeared initially as the regime's ability for radical political thinking to a
greater conservatism. To placate his power sources, Bhutto granted greater
concessions to the religious right. The political government's tilt towards
religious ideology naturally strengthened the military's case for protecting an
ideological state from internal and external threats. More importantly, the cry
of help to the military by the ruling PPP or the opposition parties basically
inflated the army's power perception of itself, and failed to recognize the
superordinate status of the civilian government. In this crucial period the
military clearly recognized that the structural flaws of the political system
would enable it to dominate the state.

However, Bhutto alone cannot be held responsible for strengthening the
armed forces. The structural lacunae in the country's political system, which
led to the military's significance compared with civilian institutions, date back
to the early days after the country's birth in 1947. The significance of the
national security paradigm determined the organization's importance for the
state. Successive governments failed to promote a social development agenda,
and instead gave greater importance to the national security paradigm for the
sake of personal political legitimacy. The authoritarian nature of politics
compelled the civilian leadership to partner with the military, and to propel the
armed forces to greater significance than all other institutions of the state. In
addition, the lax control by a weak political leadership provided the generals
with the confidence to assert that the military was a core group responsible for
the security and functioning of the state. Hence, the seeds of praetorianism
were sown from the onset.
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3 Evolution of the military
class, 1977-2005

The military staged a comeback to politics in 1977 with the intention of
institutionalizing its control of the state and relationship with civil society. The
populist movement towards the end of the 1960s had seriously threatened the
supremacy of the military and its control of the state. The civil society was not
weak to the degree that the military could impose its rule permanently.
Although the three dominant classes, which Alavi discusses and which have
been mentioned in the previous chapter, were authoritarian and used force for
their advantage, these classes would not allow the military to play a role
beyond that of an arbiter.

The political crisis made the military conscious of street power and the
resilience of the political players. Bhutto's years in politics had made the gener-
als aware of the possibility of outside intrusion in their organization, which to
their minds had to be protected against all meddling. Hence, the defence estab-
lishment could not completely rely onithe civilian players as dependable junior
partners that would continue to accept the military's domination endlessly The
generals would have to coerce the civil society into sufficient submission, or
negotiate with members of the three dominant classes.

The period under study in this section can be divided into three phases:
1977-88, 1988-99 and 1999-2005. During the first ten years the rnilitary
engaged in coercion and human rights violations. However, this technique
challenged its legitimacy as an arbiter. From then onwards, the military
changed its approach and negotiated a partnership with select members of the
dominant classes through the use of subtle coercion and bribery. While
coercion took place during the last phase as well, the last seven years are more
noticeable for the consolidation of the military's power.

The GHQ sought legal and constitutional provisions to establish its
position in the power equation. The legal framework allowed the armed forces
a permanent place in power politics as an equal member that was not
dependent on the civilian authorities for the protection of its core interests.
This is what was referred to in Chapter 1 as the parent-guardian military type.
Under this arrangement, the armed forces no longer remained an instrument of
policy but acted as an equal partner in decision making, Furthermore, they
could determine the security and internal stability of the state without
constantly remaining in the political forefront. The military fraternity had
developed sufficient economic stakes to not want a permanent exit from power.
These interests, in fact, demanded that the class protect them through legal
institutional mechanisms, even at the cost of democratic norms and practices.

It is clear that the process of institutionalization, as has been argued in
here, could not have taken place without a commonality of interests with
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the dominant classes. Owing to the pre-capitalist or authoritarian character of
the country's sociopolitical system, the military was bound to enhance its
power and authority unabated.

THE COERCIVE MILITARY, 1977-88

The second phase of army rule in the country was known for its oppression and
human rights violations. General Muhammad Zia ul Hag, the army chief, took
over the reins of government by overthrowing a popular prime minister,
Zulfigar Ali Bhutto, who had been accused of excesses against his political
rivals and rigging the 1977 elections. The religious right and the opposition
parties took to the streets in protest at Bhutto's actions, and asked the army to
intervene. The political opposition tactfully mixed ideology with mass politics
to obtain the desired result.

The urban poor proved to be the political capital used by the opposition to
get a favourable result. The Pakistan National Alliance (PNA), dominated by
the religious parties, motivated the urban poor, the proletariat and the orthodox
segments of society, including those in the armed forces, by its call for the
imposition of Nizam-e-Mustafa (the system of Sharia law). The movement had
the desired effect because it [the call for Sharia law] started adversely
affecting the soldiers, who, by tradition, were religious-minded. Some of the
military commanders expressed apprehensions that a prolonged exposure of
troops to public agitation might erode their military discipline." Further
encouragement was provided by some politicians opposed to Bhutto, who
wanted the military to intervene.

But the opposition movement did not completely erode Bhutto's mass
appeal. By 1977, Bhutto's PPP had the status of a secular national party that
reached out to most parts of the country. Zia ul Haq basically used four options
to neutralize the popularity of the PPP.

The first methodology involved coercion of civil society institutions. The
regime's coercive measures included:

» killing an elected prime minister through a sham legal trial

* imposing media censorship

» suspending fundamental rights granted by the constitution that Bhutto had
introduced in 1973

*  banning labour and student unions

e  cracking down on all public protest.

Bhutto was rearrested in September 1977 on a charge of the murder of one of
his political opponents, Ahmed Raza Kasuri. The Supreme Court was arm-
twisted into giving him the death sentence, and the deposed prime minister
was hanged by the army in April 1979} The death of Bhutto was a signal to the
public regarding the regime's zero tolerance to opposition: it indicated its
absolute control over all national matters. The killing of the elected prime
minister was one of the draconian measures that altered the relationship
between the military and the political leadership for ever.
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Although he had strengthened the armed forces, an act that should have
made him a hero in the eyes of the military, Bhutto was ultimately punished
for breaking the most sacrosanct norm by dishonouring the army chief, who is
considered as the ultimate authority in the military circles. He had publicly
humiliated Zia. According to the US ambassador, Hummel, Zia had little
choice but to hang the prime minister, because, as the ambassador suggested,
'if 1 had been in Zia's shoes | would not have wanted a live Bhutto in some
prison from which he could escape at any time or be sprung'.?

Not satisfied with the prime minister's assassination, the military regime
undertook other coercive measures to wipe out any speck of populism in the
country, acting against both political leaders and their vote bank. Meetings of
all senior political leaders were monitored by the intelligence agencies, through
bugging devices or human intelligence. Reportedly, major political leaders of
the PNA and the Movement for Restoration of Democracy (MRD), which was
a coalition of political parties opposed to military rule, were 'wired to the
intelligence agencies'.* The Zia regime also banned all major sources of public
protest, including the student and labour unions. According to a prominent
Pakistani journalist, Mushahid Hussain, who later under Musharraf's regime
morphed into the military's client, Zia followed the Turkish model for banning
student unions. The military dictator actually visited Turkey in 1984 with a
bunch of education sector administrators to learn how Ankara had dealt with
politically orchestrated campus violence.> The regime also followed the
Turkish model in dealing with labour unions. The PPP and its support base,
consisting mostly of the urban and rural poor, primarily the proletariat had to
be marginalized and forced into submission to make way for the interests of the
military and other classes. The media was dealt with even more harshly. The
military government amended Section 499 of the Pakistan Penal Code with the
objective of prosecuting newspaper editors for publishing stories against the
interest of the regime.® Zia's rule was exceptionally bad for its treatment of the
media. For instance in 1978, for the first time in the country's history
journalists were whipped under sentences passed by military courts.’

Second, the GHQ co-opted the religious right and used religious ideology
to muster support among the general public. The alliance with the religious
parties and propagation of Islamic culture were meant to establish the military's
hegemony over the civil society.® The creation of the office of 'nazim-e-salaai’
(controller of prayers), and the introduction of Sharia law and Islamic banking
in the mid-1980s were some of the tools used to fight the secular image of
Bhutto's party. These measures gave the military dictator a symbolic
legitimacy.® The state propaganda also condemned Bhutto for his drinking.
Thus, it claimed the army had taken control of governance to clean the state of
the debauched leadership that had been taking the society away from its
Islamic norms.

Pushing the society towards social conservatism required the military to
cosy up to the religious right and the socially and politically conservative
elements. It must be noted that the Pakistan of the 1960s and the 1970s was
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socially comparatively liberal. The relationship between the armed forces and
the religious right eventually converged as a result of the war in Afghanistan.
The religious parties were encouraged to open madrassas (informal religious
schools) and recruit common people to fight in Afghanistan against the
invading Soviet forces. A relationship also developed with the urban-based
trader-merchant class, which was socially conservative.'°

The linkage between the military and the religious right also brought
sociopolitical legitimacy to the military. Like the Turkish armed forces,
Pakistan's military entered into 'a collusive arrangement with the integrated
economic elite' to perpetuate:

a super-strong executive in the tradition of Ottoman monarchic office
and ... favor quasi-fascist groups [religious groups] [that] ensured that
no liberalizing challenge could emerge with sufficient power to
threaten their [military and other groups] role as self-appointed and
sole guardians of the 'organic! nation.**

However, the partnership with the religious parties had a sociological cost for
the military, as it stimulated a religious ethos in the armed forces. Zia
introduced religious education into military training, and instructed all
commanders to ensure that prayers were offered by the officers and soldiers.*?

Third, the Zia regime created a new set of parties and politicians to
neutralize the PPP's popularity. This was necessary to downplay Bhutto's fame
amongst the working class and other dispossessed people, and to undermine
populism in the country. The PPP hallmark was that it had brought in a new
age of mass politics to the country.’® Therefore, Zia sought alternative political
constituencies and a new breed of politicians who were loyal to the military
establishment through introducing the local bodies system'. This approach
demonstrates the military's greater capacity than any other institution of the
state to penetrate civil society and the country's politics. Instead of
strengthening democracy, the local bodies system ‘undermined the PPP's
national appeal' through !localization of politics'.*

The local body elections were held on a non-party basis which undercut
the significance of the political party system and created an apolitical cadre of
political representatives at the grass-roots level. Moreover, the local body
representatives were empowered over the traditional political party system, by
giving them development funds which were used in cooperation with the
district administration. The basic idea was to create a new system of political
patronage controlled from the top, rather through the involvement of the
existing political parties. The local body elections minimized the significance
of the PPP and other political parties.

The national elections were held on a non-party basis in 1985. Contrary to
the government's claim that elections held on a non-party basis would produce
a new or better set of political leaders, most of the seats in these elections were
bagged by members of landed-feudal class,
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tribal chiefs and influential religious officials with feudal backgrounds.* The
absence of any substantive change in the quality of political representatives
was intentional. The elections were meant to wean the candidates, most of
whom were from the ruling elite, away from their parties and towards the
military-dominated establishment. Since their political survival depended on
the military, these politicians were keen to become clients of the establishment
rather than the political parties.

These non-party elections threw up a weak civilian regime. Zia hand-
picked a prime minister, Mohammad Khan Junejo. The toothless parliament
was coerced into passing the controversial Eighth Amendment to the 1973
Constitution. Passed in 1985, it allowed the president instead of the prime
minister to become the supreme commander of the armed forces and to have
the power to sack the parliament. The parliament was also coaxed, blackmailed
and coerced into agreeing to indemnify all acts of omission or commission by
Zia and his cabal of generals after the 1977 coup.*® The coercive capacity of
the military worked very well on these parliamentarians, who had major
personal stakes which they could not afford to compromise for the sake of
democracy. The military general-president did not allow the -elected
representatives to change the course of policies.

A rift was created between Zia and Junejo when the prime minister
ordered an inquiry into an explosion at a military ammunition depot at Ojhri
near Rawalpindi in April 1988, in which hundreds of innocent people died.
There was also civil-military disagreement on the Afghan policy. Zia showed
who was in control, and sacked the Junejo government in early 1988 on
charges of corruption.

The army under Zia skilfully used the intelligence agencies to manipulate
the political parties. The Inter-Services Intelligence (ISI) gained strength
throughout the 1980s because of its close involvement in the Afghan war, and
was also involved in forming the alliance of opposition parties, the Islami
Jamhoori Ittihad (1J1), and the Muhajir Qaumi Movement (MQM) to counter
Bhutto's PPP.Y” The regime's adroit use of religious ideology and ethnic
identities was also meant to perpetuate political factionalism, which had always
strengthened the army's control over politics. Sociopolitical fragmentation
would naturally result in strengthening the myth of the military as a national
saviour.®® The MQM and the 1JI were meant to counter Bhutto's persistent
popularity in his home province, Sindh, and other parts of the country. The
MQMlghas been accused of perpetrating violence in the urban centres of
Sindh.

Fourth, the military dictator reached out to other classes as well to create
greater acceptability for his regime. His coalition built linkages with big
business, which shared Zia's hatred for Bhutto and his unpopular
nationalization policies. In any case, the strengthening of big entrepreneurs was
essential for the military's external and internal war efforts. From the
perspective of Islamabad's external policy, the alliance with big business
helped muster resources for the military's modernization. Agha Hassan Abidi
of the Bank of Credit and Commerce International (BCCI) bankrolled the
procurement of military equipment during this period.?’ Another
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businessman, Seth Abid, was reputed to have helped Islamabad acquire
components for the nuclear programme. Of course, the cooperation was
reciprocated. These two entrepreneurs and many others were allowed to draw
their pound of flesh in return for their cooperation with the military-dominated
state. Zia began to undo the PPP's controversial nationalization policy, and
strengthen the business and industrial elite.

Domestically, the military regime also strengthened important entre-
preneurs to neutralize Bhutto's support base, which included the labour and
student unions. An alliance with the trader-merchant class or big business was
also sought to create alternatives to Bhutto's PPP. The rise of Nawaz Sharif,
who became Pakistan's premier twice during the 1990s, is a case in point. The
resurrection of the Sharif family's Ittefaq group of businesses and industries is
one of many cases of the army's co-option of the industrial-business and trader-
merchant groups. Sharif, the eldest son of one of the prime owners of the Sharif
family businesses, Mian Mohammad Sharif, ascended to significance in
Punjab's politics and later in national politics in the same fashion as Zulfigar
Ali Bhutto had risen to significance under Ayub Khan. He was used to
minimize the influence of the landed-feudal class, which tended to be aligned
with the PPP. All military regimes create clients who act as the civilian face of
the regime and legitimize the military's control, and are nourished by the
defence establishment as a replacement for the times when the bulk of the
military has to withdraw to the barracks.

The military's ultimate objective, however, continued to be to find more
dependable methods to legitimize its political power and role, such as revising
the legal and constitutional framework. The Zia regime also used extra-
constitutional methods, such as holding a referendum in December 1984 to
seek public support for his continuation in power. Zia used Islam as a shield in
seeking public support in this presidential referendum. The referendum
question was phrased to suggest that if people supported Islam, they also
automatically supported Zia's continuation in the presidential office for the
next five years. Like Ayub Khan, Zia sought legitimacy for the continuation of
his and the army's power through a popular mandate.

Again, the way in which the army sought a permanent role through the
head of the service was similar to the events of the 1960s. Zia became pres-
ident without removing his uniform, which showed his need to maintain his
connection with the armed forces, his main power base. The president certainly
did not intend to give up power, but his rule ended with his death in a
mysterious plane crash on 17 August 1988. Although the results of an inquiry
into the accident were not made public, there is no evidence to suggest that the
crash was deliberately caused, perhaps as a result of an upheaval in the higher
echelons of the army. In any case, the army is known for its tradition of not
visibly protesting against the authority of its chief.

Zia clearly had personal religious inclinations, but he also had political
reasons for collaborating with religious parties. He used them for civilianiz-ing
the military rule,”* and for amassing political power: for instance, by using
religion as a pretext to dissolve the system of parliamentary democracy.

88



EVOLUTION OF THE MILITARY CLASS, 1977-2005

Reportedly, he believed he could have used the Sharia law to declare a slightly
modernized system of caliphate, which would have meant the rule of an
individual rather than a group of elected representatives.

Despite these machinations, the military regime was still unable to ride the
political tiger without creating legal and constitutional ways of securing the
defence establishment's interests and its permanent role in the polity. Clearly,
the GHQ was not satisfied with its role as an arbiter, Although the client
politicians and other co-opted civil society actors provided an alternative to the
PPP, the fact was that the civilian players formed an alternative source of
power, which ultimately had greater legitimacy than the armed forces. The
army was not certain about the extent to which it could depend on the civilian
players to secure its interests.

The safeguards for the armed forces were instituted in the form of the
Eighth Amendment to the 1973 Constitution. This empowered the president to
sack a government, become the supreme commander of the armed forces, and
appoint the heads of the three services and the chairman of the JCSC. Article
58(2)(b), which empowered the president to dismiss a government, was the
most controversial provision, but it was effective in protecting the military's
interests. According to this amendment:

The President shall dissolve the National Assembly if so advised by
the Prime Minister and the National Assembly shall, unless sooner
dissolved, stand dissolved at the expiration of forty-eight hours after
the Prime Minister has so advised, (2) Notwithstanding anything
contained in clause (2) of article 48, the President may also dissolve
the National Assembly at his discretion, where, in his opinion ... a
situation has arisen in which the Government of the Federation cannot
be carried on in accordance with the provisions of the constitution and
an appeal to the electorate is necessary.”

Over the ensuing years, the law has been invoked five times to remove
successive elected administrations on charges of corruption. However, this has
never been done on the advice of the prime minister. The elected premier
represented the alternative power centre, which had to be kept in check through
empowering the president. Zia shrewdly manipulated the parliament of his
hand-picked prime minister, Mohammad Khan Junejo, to pass this
controversial amendment which ensured the permanent weakening of
democratic institutions. Such legal provisions no longer required the armed
forces to stage a coup to come to the political forefront. The senior generals
could simply prevail upon the president, if the office-bearer was not a military
official, to remove an elected government. Four governments were removed
during the 1990s despite the fact that the army chief was no longer in the seat
of power.

The further strengthening of the military's role was carried out through the
introduction of the 'Revival of the Constitution Order' (RCO) that created the
National Security Council (NCS). Similar to its Turkish
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counterpart, the Pakistani NSC was envisaged to have an advisory role in
recommending declarations of a state of emergency, security affairs and other
matters of national importance. Although Zia eventually did not establish the
NSC, the issue shadowed future governments until the matter was finally
settled with the NSC's creation in 2004. The military's officer cadre was
determined to play the role of a parent-guardian protecting the state from the
civilian leadership, at the cost of the growth of democratic institutions. The
period from 1977-88 was therefore marked by the military maintaining its role
in politics without keeping its rank and file in the forefront of state functioning.

Zia did not vociferously pursue the issue of the NSC for two possible
reasons. First, dropping the issue was a quid pro quo for the National Assem-
bly agreeing to the other controversial amendment to the 1973 Constitution that
empowered the president to dissolve the parliament. This legal provision had
already made him powerful enough to take care of the interests of the armed
forces. Second, he probably could not have aimed for such a complete
maximization of the power of the armed forces when the international
environment, which had been favourable earlier, had begun to swing the other
way. With the signing of the Geneva Accords in April 1988, which facilitated
the withdrawal of Soviet troops from Afghanistan, Pakistan's significance as a
front-line state diminished. As a result, its military did not remain vital to US
interests.

The United States' urgent move to bail out of Afghanistan without a
prolonged security commitment in the region initiated a dialogue between
Washington and the civilian regime in Pakistan. The Junejo government keenly
cooperated with the United States to facilitate the withdrawal of the Soviet
troops from Afghanistan. Islamabad's signing of the Geneva Accords did not
endear the Pakistani prime minister to his military. He had violated the
sacrosanct principle of interfering in matters considered vital by the military. In
effect, the signing of the Geneva Accords by the civilian government improved
relations between the political government and the United States, which in turn
bolstered Junejo’'s confidence. The United States for the first time in many
years gave precedence to the civilian players in Pakistani government over the
military it had comfortably shared a bed with since the early 1980s. It was in
Washington's interest to disengage after the withdrawal of the Soviet troops.
Such developments tied Zia's hands in forcing the option of the NSC on the
civilian government. It must be mentioned that Zia ardently opposed the
Geneva Accords on the basis that they did not accommodate Islamabad's
strategic concerns regarding Afghanistan's future. Thus, Zia saw the US-
Pakistan military alignment slowly wither away before his death in 1988.
During the 1980s the relationship with the United States had provided a
tremendous source of strength to the ruling military. The Reagan admin-
istration offered Pakistan two aid packages of US$3.2 billion (Rs.185.6 billion)
and US$4.2 billion (Rs.243.6 billion). Islamabad was also provided with state-
of-the-art F-16 fighter aircraft, and there was also talk of giving Pakistan the
extremely high-tech airborne early-warning aircraft system
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(AWACS). Although this technology was not provided, the overall military
technological and financial cooperation improved the Pakistan military's
standing in the region and at home.

Considering the cooperation between the two countries during most of the
1980s, the popular myth of Pakistan being run with the help of 'America, Army
and Allah' deepened considerably. This relationship was established primarily
after Ronald Reagan's election victory in 1980 augmented the military's image
as a national saviour and Pakistan's primary institution. The Soviet invasion of
Afghanistan in December 1979 suddenly made Zia, who had earlier been a
pariah, into a favourite of the United States and the western world. Before the
early 1980s, bilateral relations between the two countries were at their lowest
ebb because of various contentious issues between the two states. It was
Moscow's invasion of Afghanistan that saved the day for Pakistan's military
dictator.

To return to Pakistan's domestic politics, democracy was restored in 1988
as a result of the general elections held that year which brought the PPP back to
power. However, the presence of the controversial Article 58(2)(b) created an
abiding tension between the military and the political class long after Zia's
death.

A THORNY PARTNERSHIP, 1988-99

The elections held in November 1988 ushered in a period of unstable
democracy that has become known for a quick succession of governments.
During these ten years Pakistan saw eight prime ministers, including four
caretaker prime ministers, one of whom was brought in from the World Bank
to mind the country for a period of three months.?® The military, as the ultimate
arbiter, tweaked the political system every two years, especially when it saw
the civilian regime challenging the defence establishment's authority, or it
perceived a substantive threat to the polity.

For instance, the army was accused of forcing the dismissal of Benazir
Bhutto's and Nawaz Sharif's first governments for challenging the military's
authority. Benazir Bhutto was quite helpless against the army's conspiracy to
overthrow her government in 1990. Her government was removed in a coup-
like manner.?* She got into trouble with the military over issues important to its
interests, such as the appointment of the corps commanders and the chairman
of the JCSC. Benazir Bhutto also replaced the head of the ISI, Lt General
Hameed Gul, with a general of her choice, Major-General Shamsul Rehman
Kallu. This did not make her popular with the army, and hence the organization
retaliated.”® Reportedly, the higher echelons of the army, who were extremely
unhappy with her attempts to curb their power by interfering in internal
matters, used the ISI to remove her from power. The army chief, General
Aslam Beg, and the head of the ISI, Lt. General Asad Durrani, obtained a slush
fund of approximately Rs 60 million (US$1.03 million) from a private bank,
and used this to execute the plan for Bhutto's removal.?® The money was given
to the ISI to destabilize the civilian government.
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Later on, the army played the role of an arbiter in resolving the crisis
between the president and the prime minister. The army's involvement led to
the removal of Bhutto's successor, Nawaz Sharif. They first persuaded the
president, Ishaq Khan, to force Prime Minister Sharif to resign. However, the
Supreme Court declared the president's removal of Sharif to be illegal and
unconstitutional, and this led to a political crisis.” The army chief acted as an
umpire and forced both Ishaq Khan and Sharif to resign. This was a face-
saving solution that was manipulated by the GHQ to solve the crisis.

Intriguingly, the politicians did not seem to have learnt any lessons from
the earlier decades, or even from the manner of Zulfigar Ali Bhutto's ousting,
and continued to lean on the military. Each regime considered itself smarter
than its predecessors, and seemed to believe it could lure the army to support it
by offering the generals greater economic incentives and opportunities. During
these ten years, the military was called on time and again to tip the balance
against the regime without any concern for the country's political future.
According to Lt.-General (rtd) Talat Masood, politicians constantly requested
the army to intervene on their behalf against their opponents. Such behaviour
encourages the armed forces to play a role in politics.?® Did the politicians not
have any political acumen? Did Benazir Bhutto and Nawaz Sharif, the two key
politicians, not think about the value of mutually agreeing a political code of
conduct that would keep the military at bay? Why did the political leadership
indulge in providing political and economic sweeteners to the military? Two
explanations have been suggested.

The first argument, which is more popular than the second with the
military, views the political crises as a consequence of incompetent handling of
the situation by politicians. It holds the political and civil society responsible
for all the ills the country has suffered, and continues to suffer from. Even the
most junior officers of the armed forces believe that the army is obliged to
intervene because of the inept handling and greed of the politicians. Such a
notion is upheld by the military's civilian clients as well. For instance,
Mushahid Hussain, who was information minister during Sharif's second

tenure and later crossed over to join ranks with Pervez Musharraf, is of the
view that:

the politicians on both sides of the divide have again demonstrated
their inability to rise beyond partisan considerations. Only when they
are told to 'behave' by the men in 'khaki' do they 'fall in line' and it
would have been better for their own image that such moves for
reconciliation should have been initiated of their own accord rather
than being pushed from above.?

Although it could be argued that Hussain's statement indicates his political
metamorphosis after 1999, when he was intimidated by the Musharraf
government into abandoning Sharif, his argument is considered an adequate
commentary on the quality of the country's politicians. The
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military bureaucrats are of the view that politicians are inherently inept because
of their lack of grooming in governance and managing the state. The former
head of Musharraf's National Reconstruction Bureau (NRB), Lt.-General (rtd)
Tanveer Naqvi, elaborates this point:

During my association with NRB, | met as many people and insti-
tutions as possible to learn from best practices, including the German
Foundation. They told me that these foundations, belonging to
political parties, have institutionalised training and education of
Parliament and Parliamentarians. Every German member of
Parliament goes through a training course. I come back to that
probably the cause of it all is the fact that those who want to be and
ought to be in control are not necessarily equipped to be in control,
and therefore they are unable to assert themselves morally and
intellectually to acquire control. The more we invest into that [training
of MPs] in direct proportion will be our pace for civilian supremacy
and oversight of Armed Forces.*

Nagvi's views are representative of the military officers' belief in their own
intellectual superiority, and the civilians' perceived inferiority. The director-
general of Inter-Services Public Relations (ISPR) in the early days of
Musharraf regime, Maj .-General Rashid Qureshi, for instance, is of the view
that the average military officer is better qualified and more intelligent than an
average civil bureaucrat, and definitely more effective than a politician.*!

Given the inability of politicians to discipline the armed forces, military
officers have come to believe that their organizational training and discipline
make them more capable of running the affairs of the state. This notion is also
accepted by the civilian beneficiaries of the military regime. For instance, one
of the female parliamentarians nominated to the National Assembly on special
seats for women (created by changes brought in by Musharraf), Donya Aziz,
expressed her reservations about the politicians' ability to reduce the military's
political influence. She was of the view that the military is far more organized
and better disciplined than the politicians, who often lack sincerity of
purpose.® Others, such as the prominent Karachi-based entrepreneur Razzak
Tabba, attributed the politicians’ comparative inability to their lack of
education.®

However, this argument is highly questionable. There is no evidence to
substantiate the claim. After all other countries, including neighbouring India,
with which Pakistan has a common history, have survived political
authoritarianism and turmoil without allowing their military to step into the
politicians' shoes. Despite the fact that the Indian Army is involved in internal
conflict, often in a coercive mode, and the military leadership complains about
the civilian authority, the country's political and military leadership ensure that
the military is subservient to civilian control. Pakistan's armed forces officers
believe this difference is due to the greater sincerity and forth-rightness of
Indian politicians.** However, the Indian military officers also take
responsibility for upholding democratic principles. For instance, the
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Indian Army chief, General Sam Manekshaw, refused to assist the prime
minister, Indira Gandhi, during the imposition of a state of emergency in the
country during the early 1970s.

Another example from India relates to the issue of army chiefs granting
greater power to the army deployed in Kashmir. The senior commanders
rejected a suggestion by an army officer that this be done out of a concern to
keep the armed forces apolitical.*

Interestingly, the military pursued the idea of political training. The
Musharraf regime started national security workshops at the National Defence
College (NDC) for politicians, journalists, civil servants and businessmen, and
seriously considered opening a ‘political school' for women parliamentarians.*®
These people were lectured about various issues of strategic importance in a
sanitized military environment, which was intended to persuade them of the
grandeur of the military life. Those selected for the workshops included
parliamentarians, of whom 90 per cent were not even familiar with
parliamentary procedures, according to a member of the Pakistan Muslim
League (Q-group), Asiya Azeem.*” This proposal deliberately ignored the fact
that the military was not above board either, and bore its share of responsibility
for the intellectual underdevelopment of the politicians. In any case, the
political parties operate in an authoritarian fashion, and the top leaders, who are
clients of the military, do not allow democratic discussion. Moreover, training
cannot solve the problem of the structural flaw created by the authoritarian
nature of politics. According to Justice Majida Rizvi, the military's role cannot
be curtailed, because 'when the vested interests of the elite become common
then how can you check the military's role expansion?®

An alternative view voiced by a US security expert, Dr Ashley Tellis,
explains Pakistan's political crisis as a representation of the politicians' inabil-
ity to differentiate between micro and macro rationality. While micro ration-
ality pertains to the narrow interests of individual leaders, the macro picture
concerns the long-term vision of politics in the country, the region and the
world. In short, the Pakistani politician, being a rational egoist like his/her
counterparts in the rest of the world, thinks in terms of personal interests.
However, unlike in some other countries, Pakistan's politicians tend not to
think beyond very short-term interests.

This, Tellis adds, is a result of the continued military rule. Over the years,
the country's political leadership has lost its ability to imagine a long-term
future or think in terms of macro rationality.*® This means that the politicians
do not strategize about pushing the military back by harnessing their own
authoritarian tendencies. Tellis's argument tends to see Pakistan's politics from
a linear perspective. Given the military's propensity to conspire against civilian
authority, the politicians are not able to think long-term or stabilize the political
situation. This was apparent in the overthrowing of Benazir Bhutto and Nawaz
Sharif, as was mentioned above. Sharif, who was a product of General Zia ul
Hag, was initially brought to power with the army's help to replace Benazir
Bhutto in 1990.* His removal in 1993 was a result of differences with the
army chief over the government's support for the US
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military initiative against the Iragi invasion of Kuwait. Sharif and the army
also became estranged because of disagreements over the military operation in
Sindh against the ethnic party MQM, which was the ruling party's political
partner.** Clearly, the army's decisions prevailed on most issues and the
leaders were sacked for disagreeing with the GHQ. Therefore, political
analysts such as Zia-u-Din believe that political governments have little space
to manoeuvre.*

Benazir Bhutto returned to power in 1993, only to be dismissed again in
1996. The lacklustre economic performance of the country over the first couple
of years of her government, compounded by her poor reputation as a head of
government and her inability to prevent her spouse from indulging in
corruption, did not earn her accolades.”® She was removed despite the fact that
she had opted not to confront the military over their core interests, and had
supported them on other matters the GHQ considered important, such as the
Kashmir issue.* Hagqgani is of the view that her dismissal was more a result of
the efforts of the religious-conservative forces, and the military's realization
that she was unable to get continued US support. Washington and Islamabad
had divergent views on Afghanistan and nuclear proliferation.*® The Brown
Amendment to the US Constitution, which allowed Washington to transfer
some weapons and military spare parts to Islamabad, was passed during her
tenure, but the quality of bilateral relations remained poor.

Bhutto's removals in 1990 and again in 1996 are symptomatic of the
'divide and rule' game played by the GHQ. Even while Bhutto was the premier,
her power in the centre and in her home province of Sindh was diluted by the
army's use of Nawaz Sharif's Muslim League. Bhutto similarly
counterbalanced her political opponent by providing an alternative prime
ministerial candidate when the army was not happy with Sharif.

The military's intelligence apparatus g)layed a key role in encouraging the
divisions between the political actors.* The intelligence agencies gained
strength through their enhanced role in regional and global geopolitics, and
through greater involvement at home. Political horse-trading was rife during
these ten years, as part of the manipulative mechanisms used by the IS] and
other intelligence outfits, and resulted in an increase in political and economic
corruption. However, political governments were always dismissed on charges
of financial mismanagement. For the military, corruption served as a security
valve to be turned on and off as a means to regulate the political system. The
military basically replaced one set of corrupt politicians with another in order
to sustain its own power base.

CONSOLIDATION OF POWER, 1999-2005

The most recent period has seen the end of this period of civilian power, and
the return of the military to the saddle. These years have also witnessed the
defence establishment consolidating its power through additional legal and
constitutional provisions, and curbing the attempts of the civilian authorities to
establish their dominance.
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Having returned to power in 1997, Sharif lost it in 1999 because of his
open confrontation with the army chief, Musharraf, whom he had removed
from office. He was subsequently accused of risking the lives of more than 200
passengers of a Pakistan International Airlines (PIA) flight from Sri Lanka,
including the army chief, by not permitting it to land on Pakistani soil. Sharif
was nervous about allowing Musharraf to return to Pakistan soon after he had
replaced him as the chief of the largest armed service. However, his plan
backfired and some important corps commanders staged a coup on behalf of
Musharraf. Sharif's dismissal brought the military directly back into the seat of
power.

There had been a fierce battle for supremacy between the military and the
civilian authorities in the last days of Sharif's government. The prime minister
had gained confidence through getting a two-thirds majority in the 1996
elections, and this had helped him to remove Article 58(2)(b) from the 1973
Constitution. He also became confident of his ability to reduce the army's
power after he forced Musharraf's predecessor, General Jahangir Karamat, to
resign (replacing him with Musharraf). Sharif was unhappy about a statement
Karamat had made regarding the need for a NSC which would give a perma-
nent role to the armed forces in political decision making. Although Sharif later
claimed that he appointed Musharraf because he thought unfair the military's
policy of considering only the top three or four officers for appointment as
service chief,*’ the fact was that he was sure of Musharraf's loyalty, as was
claimed by other senior commanders at the time.*®

Nawaz Sharif opted to give Musharraf, as army chief/ dual charge of the
army and the JCSC. (In April 2000 Admiral Fasih Bokhari, who was the naval
chief and the commander in line through seniority for appointment as chairman
of the JCSC, resigned as a result.) However, Sharif obviously miscalculated his
own ability to manipulate the military. He also erred in gauging the tenacity of
the military institution in defending its political autonomy. By 1999 it was in
the process of morphing into an independent class (see more discussion on this
in the next section). When Musharraf proved beyond his control, Sharif
replaced him with General Zia-u-Din Butt. Although Butt was a senior general,
he was not from the fighting forces, and because of this his appointment
undermined the army's normal appointment process.

One of the causes of the rift between Sharif and Musharraf (and the
reasons for the army's support of him) was that the army chief appeared to have
thwarted the prime minister's efforts at negotiating peace with the traditional
arch-rival, India, without bringing the military on board. The government
arranged a welcome ceremony at the border for the Indian prime minister, Atal
Bihari Vajpai, who had come to sign the famous Lahore Declaration. In this
both countries agreed to start a composite dialogue to ensure the resolution of
all outstanding disputes, and expand contacts in other areas such as trade and
tourism. Musharraf expressed his resentment of the peace process by refusing
to attend the welcome ceremony.

Further embarrassment was caused to the political government in
Islamabad when conflict surfaced after Vajpai's visit to Pakistan. In 1999 a
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restricted group of senior army generals launched a military operation against
India at Musharraf's behest, which later came to be known as the Kargil Crisis.
There is still no definitive and acceptable explanation from the Pakistani side
of why Musharraf embarked on a war path at a time when peace was being
negotiated via the Lahore Declaration, but it is undoubtedly true that the Kargil
Crisis demonstrated the underlying tension between the civilian and military
authorities in the country.

Bokhari, the former naval chief, believes that Musharraf decided to
remove Sharif because of the threat that the prime minister would institute an
inquiry into the Kargil issue.* This would clearly have undermined the power
of the army chief. The military moved to assume direct control on 12 October
1999. Obviously, this gave it greater power to implement regulations (such as a
replacement for Article 58(2)(b)) to remove the civilian leaders of central and
provincial governments. The corps commanders' bid to protect Musharraf was
not just about defending an individual, it was a matter of upholding the
perceived sanctity of the institution. Sharif could not be allowed to replace the
seniormost general, who was from the fighting forces, with another general
who was not.

However, Bokhari's account of Sharif's removal is only part of the
explanation and not the whole. The government's talks with India are part of
the larger picture regarding the competing powers of the political forces and
the military. Three interconnected issues basically indicated the relative
strengthening of the political forces under Sharif: the forced resignation of the
two service chiefs, the reversal of the controversial constitutional amendment,
and the peace talks at almost the same time. This progressive strengthening of
the civilian prime minister suggested that he might eventually have acquired
the confidence to publicly question the army chief's judgment regarding the
Kargil operation. An inquiry into this controversial military action would have
been unprecedented in Pakistan's history. Moreover, it would have symbolized
the final victory of the civilian forces over the military.

The army would not allow its authority to be questioned. The resignation
of Karamat, in particular, had created consternation amongst the officer cadre,
who saw the move as an insult to the armed forces. Similarly, the peace talks
with India, particularly the agreement to hold a composite dialogue that would
include the Kashmir dispute but not focus on the issue, seemed to challenge the
military's raison d'etre. Removing Sharif was therefore also an expression of
the military restoring its monopoly over critical foreign and defence policy
issues.

Interestingly, in 2004 the Musharraf government started a composite
dialogue with New Delhi. However, the difference between the Sharif and the
Musharraf peace initiatives lay in the fact that the army chief was able to
persuade the armed forces that the peace overtures were part of his strategy to
secure the country's larger interests. The country needed economic and
political stability, and this was what he was trying to bring about through the
peace talks. Also, the dialogue with India was presented as a new method to
ensure the resolution of the Kashmir dispute. The army, as
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the guarantor of the country's sovereignty and national honour, was presented as
the best judge and moderator of the peace overtures.

On a separate note, it must be pointed out that sceptics question the
credibility of Musharraf's peace overtures. They argue that he started the
dialogue out of consideration for the wider political environment, which did
not support conflict on the Indian Subcontinent, and to improve the country's
economic conditions.® The dialogue has led to no substantive change in
Islamabad's overall policy towards India. It continues to peg new initiatives,
such as trade and greater people-to-people contact between the two countries,
on the resolution of the Kashmir issue. So while the army does not want an
escalation of tension or the eruption of a war with India, it does not intend to
let go of the issue when this would reduce the military's significance and alter
its image as the nation's guardian, especially when there is no indication from
India that it is willing to resolve the issue by agreeing to any minor or major
territorial changes. Even if the dispute is resolved, the development might not
necessarily result in a substantive improvement in relations. The bilateral
mistrust is far too deep to allow for friendly relations between the two
neighbours.

Unlike his predecessors, Musharraf did not declare himself as chief martial
law administrator: he took the more neutral title of chief executive. However,
the imposition of military rule in 1999 was indeed a coup. The style of it shows
the military's acumen in adapting itself and its tactics to internal and external
environmental trends. Instead of making itself unpopular through a crudely
overt method of declaring martial law, the army high command chose to
penetrate the political system and the society in a more subtle manner. The
regime was also far more tactful in intimidating the media than the Zia
government: it clearly wanted to avoid acquiring the reputation of its military
predecessor. Under Musharraf the media is considered to be freer than even
during the previous civilian government. However, in spite of this the regime is
known for expressing displeasure about news reports that create a negative
image for it, and journalists are targeted selectively, resulting in the harassment
and disappearance of approximately 48 journalists to date under his rule.’!
Seven journalists were killed after being involved in reporting domestic
conflict in the NWEP and Baluchistan in 2006. According to investigations
conducted by the Committee to Protect Journalists (CPJ), the bullets found near
the bodies were identified as types frequently used by the intelligence
agencies.*

While building its relatively positive image, the military embarked upon
rebuilding the political system through creating alternative constituencies and
seeking out a new set of politicians who would do the GHQ's bidding. This
process used techniques such as the 'localization of politics' which was carried
out by the previous military regimes. The Musharraf regime renamed it
devolution of democracy. As a result, local governments were elected both
directly and indirectly in the country's 96 districts, 307 tehsils and 30 city town
councils, and 6,022 union councils.

The local government elections, held on a non-party basis, brought to the
fore new faces in politics. This does not necessarily denote a break from the
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control of the dominant classes, as these new representatives owe their alle-
giance to the central government, especially the Musharraf regime that created
them, rather than political parties. Under the devolution of democracy plan, the
locally elected members are responsible for making and implementing
development plans, in which they are assisted by the local administration. The
members of the national assembly and the senate, who were elected soon
afterwards in 2002, do not have any role to play in the local governments
elected at the grass-roots level. According to Mohammad Waseem, such
localization of politics is !a sure recipe for unbridled centralism'.>® Devoid of
any party affiliation, these politicians enhanced the government's
administrative control of politics. The local government representatives
certainly came in handy during the May 2002 presidential referendum, held
before the general election the same year, as these people ensured that the
ballot boxes returned full and the votes were in Musharraf's favour. However,
the manner of filling the ballot boxes was questionable. Like Zia's, Musharraf's
referendum question did not leave a lot of options for the common people. The
guestion was:

For the survival of the local government system, establishment of
democracy, continuity of reforms, end to sectarianism and extremism,
and to fulfil the vision of Quaid-e-Azam, would you like to elect
President General Pervez Musharraf as president of Pakistan for five
years?"™*

Musharraf had promised to establish good governance in the country, but the
fact that the public turnout was limited demonstrated the people's lack of
confidence in the army-controlled political system. One source cites a mere 15
per cent turnout.>® The opposition parties claimed the turnout to be a mere 5
per cent.® However the government claimed it was 70 per cent, of which 98
per cent voted in the president's favour.>” Clearly Musharraf did not intend to
leave power or transfer authority completely to the politicians.

The general elections at the end of 2002 followed this referendum, and
were an example of the military establishment's mastery of pre=poll rigging.
They did not merely manipulate the election-day process, they controlled the
lead-up to the elections. They barred the top leaders of the two main political
parties, the PPP and the Pakistan Muslim League - Nawaz (PML-N, Nawaz
Sharif's party) from returning to Pakistan to contest the elections, and also
launched a massive media campaign against Benazir Bhutto and Sharif.>® In
addition, some election observers are of the view that certain key members of
the newly formed alliance of the religious parties, the MMA, were supported
by the government to contest the elections. If they won seats it would
neutralize the PPP and PML-N, which were both considered as arch-rivals of
Musharraf.*® The support included the withdrawal of lawsuits against MMA
candidates.

Although Musharraf did not contest these elections, he did not want
Benazir Bhutto and Nawaz Sharif or their parties to get a popular mandate.
Hence, supporting the MMA and the MQM (the party supported in Sindh)
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was a strategy to undermine the position of these two leaders in the general
elections. The military regime also coerced politicians through the creation of
organizations such as the National Accountability Bureau (NAB). This
organization, established under the National Accountability Ordinance of 1999,
had the mandate of punishing, arresting and disqualifying those found guilty of
corruption from holding public office or contesting elections.®® Subsequently,
the NAB was used to harass politicians into compliance. It was accused of
creating the 'king's party/ a name given to the PML-Q (Quaid-e-Azam), by
clearing its members of charges of corruption. Meanwhile, the NAB coerced
opposition members through instituting cases against them or through seeking
their disqualification by the national accountability courts.”® Among the
prominent members of the opposition who were victimized through the
accountability ordinance was a prominent member of the PPP, Yusuf Raza
Gillani, who was accused of misusing official cars and telephone facilities.®

Despite these manipulations, the government could only get a split
mandate, and had to indulge in further manipulation through forcing a split in
Bhutto's PPP. Fearful of losing perks or being involved in court cases or
victimized by NAB, 20 members of the PPP defected to form a group called
the Pakistan People's Party Parliamentarian Patriot (PPPP), before joining
ranks with the PML-Q, which enabled the PML-Q to get the majority required
to form a government. The conversion of the PPP members is an extraordinary
example of the GHQ's political manoeuvring. This was the first instance of
defection from the ranks of the PPP.

Neither the parliament nor the government were free operators. The
elected members were not allowed sufficient room to manoeuvre by the
executive, represented by the army-president. The tension in the king's party
and its strategic affairs were managed through tight central control by the
president. Like any civilian authoritarian leader or feudal lord, Musharraf
played a direct hand in settling differences between the PML-Q leaders and
their allies such as the MQM. Instead of strengthening democratic institutions,
as Musharraf claimed, he encouraged clientelism, in which the politicians of
the ruling party, especially the top political leaders, became his clients.

Yet again, the army managed to create a new set of clients who offered all
their support to the army-chief-turned-president. On several occasions the two
top leaders of the PML-Q, Chaudhry Shujaat Hussain and Pervaiz Elahi, talked
about their intention not to collaborate with Benazir Bhutto,®® who was
immensely disliked by Musharraf, and their willingness to re-elect Musharraf
as the president.®* Musharraf intended to get an extension as president beyond
2007. His power was necessary to guarantee the army's dominance, but this
could only be achieved through manipulating the political parties.

It was Musharraf's position as the army chief that gave him the capacity to
manipulate politicians. Clearly, the political system was hijacked by the army-
president, who had to be constantly reminded of the fact that his power would
not be challenged by the PML-Q. Consequently, the PML-Q's
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internal decision making reflected its authoritarian character, of which some of
its members complained.®® Some members also accused the government and
party of using them to rubber-stamp decisions.®® The internal divisions resulted
in a frequent change of prime ministers. From 1999 to 2005 the country saw
three prime ministers, including one caretaker premier. The prime ministers
were changed through internal political coups in the king's party without the
president dismissing the parliament. The continuation of the parliament was
projected as a sign of stability and strengthening of democracy. The army had
turned Pakistan into a bureaucratic-authoritarian state in which the president
was a military man and the prime minister an international banker brought in
from Citibank in the United States to ensure economic and political stability as
best suited the ruling coalition. The parliament and ruling party politics were
subservient to the executive. Such conditions give credence to Waseem's
argument that:

[the] Parliament in Pakistan is a subordinate legislature. Here, the
executive is, without exception, a pre-eminent player on the national
scene. It initiates decisions in party forums, which are translated into
law through the legislative procedure, and are then rigidly defined,
implemented and controlled by the bureaucracy. Given the
domination of extra-parliamentary forces over the power structure of
Pakistan, parliamentary institutions are often considered by political
players as necessary accoutrements of a modern ruling structure. In
other words, these institutions legitimize the existing political order.
Even if real power resides outside the legislature, the power holders
need to win legal and moral authority. Not surprisingly, each of the
four military governments tried to fill the %ap of legitimacy by
holding elections in 1962,1970, 1985 and 2002.""

Obviously, these circumstances did not leave a lot of options for the politi-
cians. However, the military's coercion provinces only part of the explanation
for the politicians' behaviour. The question that arises is why the politicians
succumbed to the military's coercion without mobilizing the party cadres or the
general public.

The fact is that there is a growing disenchantment among the general
public with the behaviour of the political class. The sudden absence of populist
politics in Pakistan can only be explained through understanding the structural
flaw in the country's sociopolitical system: that is, the precapitalist or
authoritarian nature of the political system, in which the ruling elite use force
to attain their objectives. Since the dominant classes are focused on
maximizing their power, the politicians are easily co-opted by the military
rather than playing the political game through fair means. According to this
explanation, which is one of the main arguments put forward in this chapter,
the politicians cooperate with the military because of their commonality of
interests, and because their main problem is not with the military's use of force
to fulfil its political objectives, but with its
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control of their authority. Indeed, this is the essence of the system of clien-
telism in which politicians or other prominent members of the ruling elite,
such as big landowners and businessmen, support the military in return for
personal favours or the military's support.

Musharraf sought public support for his political clients by personally
lobbying for the FML=Q candidates before the elections scheduled to be held in
2007. For instance, during a public gathering in Chakwal - a district in Punjab -
the president requested the people to vote for his candidates and stressed the
importance of supporting his political system, as it would strengthen
democracy in the country. He tried to further strengthen the case for his
political partners by conducting a negative campaign against the opposition
parties. He called upon the public's sense of nationalism by categorizing the
opposition leaders as anti-army, an attitude that could not be allowed in the
national interest. His emphasis was that 'a strong army guarantees a stable
Pakistan. Therefore, the army must grow strong and we will make it
stronger."*®

Musharraf's leadership did not eliminate authoritarianism and bring about
a change in the country's politics. The new parliament was, in fact, like 'old
wine in a new bottle’. The members of the king's party used their influence to
flout rules and misuse their authority. For instance, the federal law minister's
son beat up a fellow passenger on a PIA flight in the presence of his father, for
the sin of questioning whether airport security had checked him before he
boarded the flight.® The minister did not apologize and he continued with this
behaviour. Later, he beat up a waiter in a five-star hotel in tiie capital city.”
Interestingly, the PML-Q leadership did not seriously admonish the law
minister.”" In fact, the PML-Q's behaviour was similar to that of the PML-N,
which was ousted on charges of corruption and political high-handedness. Like
the PML-N members who stormed and attacked the Supreme Court in 1997,
PML-Q activists ransacked the Peshawar Press Club to prevent party dissidents
from holding a press conference. Reportedly, dozens of journalists sustained
injuries.”

Besides engaging in authoritarian behaviour, the PML-Q leadership
benefited financially by supporting Musharraf. The economic exploitation by
politicians aligned with Musharraf was ignored by the president, since they
legitimized his rule by giving him support.

This type of behaviour signifies the semi-authoritarian nature of the
country's sociopolitics. Here, the concept of ‘'semi-authoritarianism' is
borrowed from Michael Mann's seminal work, Sources of Social Power. The
author uses the term to explain conditions in Imperial Germany, Austria-
Hungary and Japan, as an amalgamation of the old-regime or monarchical rule
and an authoritarian political party system. While this means the introduction
of universal male suffrage, the political system does not recognize the rights of
the masses or serve the interests of the people.”

To apply this argument to Pakistan, the political parties operate within the
framework of their own interests, and particularly the interests of their leaders.
Under these circumstances, the politicians find it beneficial to partner with the
military to gain benefits. In fact, throughout the country's
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history the political players have conceded power to the armed forces with the
intention of maximizing their own interests. Consequently, the defence forces
have been transformed into something resembling the military of Bismarck's
Germany: autonomous, and not controlled by the state and society. There is an
inherent dichotomy between the civilian players' perception of civil-military
relations and their own control of politics, and the political reality. A semi-
authoritarian system can only enhance the power of the military. The symbiotic
relationship between the dominant classes and the force represented by the
military institution is too strong to break the civilian players' dependency on
the armed forces.

Stephen P. Cohen also mentions an elite partnership in his latest book, The
Idea of Pakistan. He is of the view that the country is basically controlled by a
small but ‘culturally and socially intertwined elite’, comprising about 500
people who form part of the establishment. Belonging to different subgroups,
these People are known for their loyalty to the 'core principles' of a central
state.” These key principles include safeguarding the interests of the dominant
classes.

The continuous role of the military as an arbiter is both a cause and effect
of the lopsided behaviour of the dominant classes, especially the political
leadership. The very fact that the prominent politicians continue to use the
military as a political balancer of power, and refuse to negotiate their power or
power interests through democratic means, allows the armed forces to play a
dominant role. It is important to note that the prominent politicians such as
Bhutto, Sharif and others prefer to use the military as an umpire rather than
concede space to each other. Each of these leaders has been known for
fermenting trouble and unleashing reprisals against the other, through targeting
their party faithful or close relatives, and attacking each other's personal
interests. While Bhutto unleashed a vendetta against Sharif by floating rumours
about his corruption and instituting court cases, the latter paid in the same coin.
Bhutto's husband, Asif Zardari, was kept in prison under corruption charges for
most of Sharif's two tenures as prime minister. Instead of strengthening the
democratic process inside her PPP, Bhutto is known for an authoritarian control
of her party and politics, a behaviour that won her unfavourable comments
from the national press. Najam Sethi, a prominent journalist, berated Bhutto as
an 'arrogant, reckless, capricious and corrupt ruler who surrounded herself with
sycophants, lackeys and flunkeys and squandered away a second opportunity to
serve the people of Pakistan'.”

At this point it is appropriate to mention Bhutto's guilty participation in
the political crisis between President Ishaq Khan and Prime Minister Sharif.
Smelling the tension between the president and the prime minister, she turned
the heat up by threatening to march on the capital, Islamabad. Allegedly
sensing the rising political tension, the army chief, Waheed Kakar, jumped into
the fray. While assuring the concerned players of his reluctance to interfere
directly, he convinced Sharif to resign. The prime minister agreed to a
conditional surrender combined with Ishaq Khan's resignation. Kakar finally
intervened indirectly and sent'both Sharif and Khan home.”®

103



MILITARY INC.

Sharif's behaviour was no different. The leader's party goons attacked the
Supreme Court during a hearing on a case against the government. Reports
indicate the involvement of senior party members including the Punjab chief
minister and prime minister's brother, Shahbaz Sharif.”” The experience was
traumatizing for the highest court of law, far which it was the first experience
of blatant coercion. The courts had been manipulated in the past, and were
known for cowering before military governments, but this was the first time
that force had been used in a brutal and obvious manner. Nawaz Sharif also
passed a new accountability law in May 1997 to target political opponents.
This was in addition to the anti-terrorism act passed in August of the same
year, authorizing law enforcement agencies to conduct searches and arrest
suspects without warrants. Other self-strengthening measures included the 14th
Amendment to the 1973 Constitution to curb dissent inside the party. The party
leader was given the power to throw out a member from both the party and
parliament for floor-crossing.”® More than curbing corruption, this measure
aimed at boosting the party leader's capacity at arm-twisting.

From the perspective that sees political instability as a cause of the mili-
tary's domination, the power of the GHQ (as has been discussed at length
earlier) established a pattern of instability in which the army co-opted members
of the political class to enhance its hold over the country's polity. In fact, the
military's continued interference in politics established ‘amoral familism',”® a
behaviour in which various political actors partnered with the military, though
temporarily, to maximize their interests against those of their competitors. This
behaviour, including that described earlier, can be termed as elite predator
iness, in which the dominant classes are driven by their short-term objectives
without taking into consideration the long-term costs of their actions. The
military is repeatedly sucked into politics by the political leadership to balance
one political player against the other, but without taking into consideration the
negative implications of involving the armed forces in managing the state. The
preoccupation of the dominant classes with their short-term gains, in contrast to
a macro rationality (for both military and civilian actors), transforms the
character of the state. Not only does such behaviour weaken the democracy, the
state and the political system turns predatory. The institutionalizing of military
power thus adds to the state's predatory character. This particular
transformation of the state weakens the prospects of political pluralism. The
resultant conditions are counter to the interests of the common people.

It is noteworthy that the political elite are not the only force partnering
with the military for short-term gains. Other actors, such as members of the
corporate sector and the media in Pakistan, also cohabit with the armed forces
to gain certain advantages. Interestingly, the military in Turkey, where the
political conditions are almost synonymous with Pakistan's, also thrashed out a
partnership with the corporate sector. The socioeconomic and sociopolitical
order after the military takeover in Turkey in 1980 reflected a Faustian bargain
between the new capitalists and the military. The emergent capitalist class
accepted the military's influence because it
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was convinced of, or was willing to accept, the military as the only credible
force that could fill the organizational space vacated by the collapse of the civil
service and elected officialdom. A partnership with the armed forces was seen
as the only guarantee of a sound future.®

In Pakistan's case, traditionally the big entrepreneurs have benefited from a
coalition with the military. It is worth remembering that the entrepreneurial
class owes its existence to the Ayub and Zia regimes. While Ayub helped the
establishment of big business, Zia was responsible for empowering the big
business houses through reversing Zulfigar Ali Bhutto's nationalization policy
Subsequently some of the large business houses entered into a coalition with
the civilian governments, and later with the Musharraf regime, to benefit from
the state's capacity to reward them. The liberalization policy that resulted in the
privatization of public-sector financial and industrial units benefited a number
of businesses, including the military-controlled companies. The military regime
favoured its cronies as much as the civilian governments, and so exacerbated
the problem of crony capitalism, a problem that is deeply rooted in the
country's political system. According to a Pakistani columnist, Shakir Hussain,
‘The cardinal rule of business everywhere is, "survival of the fittest”, while in
Pakistan it is, survival of the fattest, and most connected.® Connections are
crucial in monopolizing resources along with other members of the ruling
classes. One of the manifestations of monopolization of resources was the
generous loans granted to big entrepreneurs and feudal landlords. Since the
banking sector is regulated by the state, successive governments have
facilitated the granting of huge loans to their cronies, or turned a blind eye to
loan defaulters. The long list of major financial loan defaulters first compiled
by the caretaker government of Prime Minister Moeen Qureshi in 1993 was an
example of how the politicians and big business used political influence to their
advantage. It named people who owed the state amounts over Rs.I million
(c.US$17,250).

The civilian prime ministers also squandered state resources. For instance,
both Bhutto and Sharif awarded land worth US$166.6 million (Rs.9.7 billion)
to friends and cronies.®? In August 1993 Qureshi promulgated an ordinance
creating a committee to overlook the distribution of state land, which had until
then been subject to the discretion of the head of the government. According to
the caretaker prime minister, he was appalled at the discretionary power he
inherited to sign off state land to whomever he wanted. The ordinance was
never presented by Qureshi's successor, Benazir Bhutto, to the parliament for
extension.® Her lack of action demonstrated the fact that there were no takers
for such a law. Both the civilian and military leadership were beneficiaries of
arbitrary norms of land distribution, or other advantages provided by the state.

ShaMd-ur-Rehman's book Who Owns Pakistan? is an eye-opener in bring-
ing to light details of how various business groups benefited from the privati-
zation policy. In most cases it reports, huge public-sector companies were sold
to large private entrepreneurs without transferring their financial liabilities.
The buyers were only handed the assets and the business.** The author is of
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the opinion that 'Privatization in Pakistan is the classical example of corrupt
politicians and ever-corrupt bureaucrats working in concert to turn a lemon
into an orange.’®® The financial mismanagement is not restricted to civilian
players: the military business complex drew its own benefits, as is fully
explained elsewhere in this book. In fact the Army Welfare Trust, a subsidiary
of the army, was one of the major loan defaulters.

This looting and pillage of national resources by the ruling elite did not
stop despite the claims made by successive military regimes that they were
cleaning up the political and economic systems and establishing good
governance. Pakistan's history bears witness to the fact that despite their being
in control of the state for long years, the country's armed forces did not manage
to bring about substantive and structural change. In fact, Feit believes that
during the military's rule 'few elite interests are actually threatened for the sake
of the [social and political] balance'.®® The military has a tendency to feed itself
and the interests of other key groups, whose cooperation is sought for the
purpose of political legitimacy. Despite its image as an umpire, the military
suffers from a lack of legitimacy in the long term. The generals attempt to plug
this hole through bolstering the interests of other groups and creating new
players.

EVOLVING INTO A MILITARY CLASS

One of the main arguments presented in this chapter is that the military
evolved into an independent class that ensured its share in the state and its
decision making through creating institutional processes. This development
was first ensured by establishing the military's hegemony over the state and its
political system. Like Ayub Khan and the Zia regimes, the Musharraf regime
also embarked upon sustaining military rule through appointing the army chief
as the country's president. That control was ensured through the presidential
referendum that has already been discussed. Musharraf also took two specific
measures to institutionalize the military's control of politics: first, the
restoration of Article 58(2)(b), and second, establishment of the NSC.

The process of institutionalizing power indicates a fundamental change in
the character of the armed forces. While acknowledging the relative resilience
of the political forces in contesting for their share of power, the military also
ensured that it became an equal partner in decision making to guarantee the
stability of the central state. Since the experience of the Ayub, Yahya and Zia
regimes had taught the generals that they could not completely suppress the
civilian forces, and that the international environment would not allow a
complete battering of democratic forces either, the GHQ tried to find other
ways to become a partner in state power. The army had to set up political fire
breaks' such as the restoration of the controversial clause mat would allow the
president to dismiss the parliament, and setting up an institutional mechanism
to keep the political players in check. The military no longer remained an
arbiter that would return to barracks after restoring some level of stability to
the political system. It had by this
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time turned into the parent-guardian type, which ensured its control of the state
and society through institutional methods such as the NSC.

The NSC Act passed in April 2004 gave the military a permanent role in
decision making and governance. The creation of this special council was also
the culmination of the armed forces' almost 44 years of struggle to establish
themselves as a prime domestic player. The act established the NSC as a
consultative body headed by the president, with the role of deliberating on
strategic issues ranging from national security and sovereignty to crisis
management. Besides four military officers (the chairman of the JCSC, and the
chiefs of the army, air force and navy staff), the NSC comprises eight civilians:
the president, the prime minister, the chairman of the Senate, the speaker of the
National Assembly, the leader of the opposition in the National Assembly, and
the chief ministers of all four provinces.®” The creation of the NSC morphed
the armed forces into a class and a parent-guardian type that was unwilling to
leave the functioning of the state to the civilians. The permanent presence of
the four most senior military personnel ensured the continued protection of the
defence forces' interests, and participation in moulding the socioeconomic and
political future of the state.

The PML-Q's media advisor, Mushahid Hussain, claims that the new
organization was not meant to challenge existing democratic organizations.
This is because of its consultative character. In his view, the Turkish model that
Pakistan seems to have followed does not indicate an enhancement of the
power of the armed forces.®® However, a closer look at the Turkish model of
the NSC shows how the military's power was gradually enhanced. The
amendment in the 1961 Turkish Constitution carried out in 1982
institutionalized the NSC as the highest non-elected decision-making body of
the state. In Turkey, one of the spin-offs of the institutionalizing of military
power was an increase in military officers' political and economic strength.® In
any case, it is almost impossible to restrict a praetorian military in an elite-
dominated society to a limited role and treat its recommendations merely as
advice that can be ignored. To involve the armed forces' in any form of
decision making, or give them a formal role in administration at even a basic
level, is inviting the trouble of reducing the civilian capacity to monitor or
punish the military for shirking from its role as an agent. As in Pakistan, the
Turkish military used its political power to draw economic dividends.

The basic idea of the NSC revolved around the Turkish model of
government.® With the creation of the NSC, the armed forces did not remain
politically neutral. However, the political leadership, especially those
partnering with the military, showed a lack of sensitivity to the potential threat
of conferring a formal political role on the armed forces. Even the coalition of
religious parties, the MMA, which had initially resisted the idea, ultimately
caved in and accepted the NSC. In any case, the religious parties were opposed
to General-President Pervez Musharraf wearing the two hats of head of state
and head of the army at the same time, rather than to the general concept of
military participation in politics. The religious right did not have a major issue
with accepting the army’s permanent role
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in politics. The MMA dropped its opposition to the NSC concept after
Musharraf promised to give up the office of the army chief by December 2004.
The president later reneged on this commitment. Musharraf's views were that
he could not shed his responsibilities as army chief because of the global and
domestic geopolitical environment. Pakistan's role in the war against terrorism,
and the threat posed by terrorism, made it imperative for him to consolidate his
political and organizational strength.

Contrary to Musharraf's claim that the NSC was necessary to strengthen
democracy and to stop the irresponsible behaviour of politicians, it was formed
to protect the military's interests and to enhance the organization's position as
the guardian of the state. By 2004/05, the military had established political and
economic interests which had to be safeguarded by institutionalizing its power.
Like other dominant classes in the country, the armed forces were instituted as
a separate entity with a firm control over entry into the organization. The
military is a separate class that cuts across all other classes. Its members belong
to the landed-feudal class, and the indigenous and metropolitan bourgeoisie.
However, there are no hard and fast rules that bar those from other social
classes from entering the military. In fact, over the years the lower-income
groups have also managed to join the armed forces, and gained social mobility
as a result. The institution provides its members with sufficient financial
opportunities to improve their lot. However, entry into this class is tacitly
restricted to certain ethnic groups, and depends on predetermined and tightly
controlled organizational standards and mechanisms. While vertical mobility
within the military class is determined by prescribed bureaucratic-
organizational norms, the members of this class enjoy the most horizontal
mobility. Over the years, the military class has been able to penetrate all other
classes and groups because of its political influence, a privilege prohibited to
other classes. Members of the military fraternity have become feudal landlords
as well as businesspeople. Hence, money or other resources are not the criteria
for membership.

In addition, the organization has established norms which cannot be
challenged from outside the organization. The high regard for the hierarchical
organizational system, the primacy of the chief of the service, especially the
army chief, the distribution of national resources among members of the
military fraternity, and the protection of all serving and retired members of the
armed forces, are some of the norms that are strictly upheld by the
organization. In fact, the other classes and the general public are forced to
respect these norms.

Over the years, the military has penetrated the state, society and economy,
in ways that are both physical and intellectual. Intellectual penetration refers to
the military's ability to market its image as the only disciplined organization,
with superior capabilities to the civilian institutions. Although the notion of the
military's superiority is not popular in Baluchistan and Sindh, this is certainly
the perception in the largest province, the Punjab. Furthermore, in most public-
sector educational institutions there is an almost unquestioned acceptance of
the classical realist paradigm for
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understanding strategic issues or international relations. This is primarily the
result of the state's ability to market military power as the key option for its
security as a state. The military fraternity is the main beneficiary of this image,
which is necessary to protect the interests of the armed forces and its civilian
allies.

The political stakes of the armed forces are intertwined with their
economic interests. The organization has craftily established its stakes in the
economy, which must be protected through political control. The intellectual
and physical hegemony of the military actually serves the purpose of guarding
these economic interests. Given the image of the military as a key protector of
the state's sovereignty, the economic stakes of the organization are rarely
challenged. Even the religious parties, which seem to be questioning
Musharraf's control of the state, hardly have any reservations about the
military's economic interests. The leader of Jamaat-i-Islami, Qazi Hussain
Ahmed, when asked about the corporate ventures of the armed forces, saw
these activities as a contribution to national socioeconomic development.*
Maulana Fazl-u-Rehman, leader of another religious party, Jamiat-ul-Ulema,
was a little more critical of the military's economic interests, and confessed that
politicians had slipped up in not checking the defence establishment's financial
autonomy.? However, he was not forceful in his condemnation of Milbus, nor
did he offer any concrete plan to discourage the growth of the military's
internal economy.

The views of Qazi Hussain Ahmed quoted earlier show his inability, and
that of many other political leaders, to understand the link between the
military's political stakes and its economic interests. This negligence can be
attributed to the ideological partnership between the religious right and the
armed forces. However, the other political parties can equally be accused of
ignoring the intricate linkage between the military's political power and its
economic strength. After all, it took the PPP and the PML-N quite a few years
to understand the linkage. Benazir Bhutto and Nawaz Sharif, who were both
responsible for strengthening the military's economic interests, finally
recognized the negative consequences of encouraging the military's internal
economy. In issuing a jointly agreed Charter of Democracy (CoD) in May
2006, both leaders agreed to reduce the economic power of the armed forces.

The military's internal economy (or Milbus) is a serious issue because it
indicates the organization's financial autonomy, and this in turn bolsters the
military's political influence. The fact that the military fraternity can raise
resources and generate profit independently reduces its psychological
dependence on civilian governments and institutions. The military's internal
economy has evolved over the 59 years of the country's history. Its economic
empire was initially established in 1954, a date that also represents its initiation
into political power. Its major expansion (as will be demonstrated in the
following chapters) took place after the second military takeover in 1977, after
which it grew unimpeded as a result of the systematic and institutional growth
of military influence in politics, economy and society.
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The military's commercial stakes grew in new spheres of business,
including the finance and banking sectors and many other areas. These changes
increased the military's share of private-sector assets and made the
organization into one of the dominant economic players in the country The
economic operations began to be conducted more vociferously at three levels:

» through direct organizational involvement
» through subsidiaries
» through individual members of the fraternity.

The financial rewards and opportunities for expansion were also clearly
distributed amongst the military's cronies from other dominant classes. The
Pakistan military's economic empire grew like Turkey's. It is noteworthy that
officers of the Turkish armed forces are typically given executive positions in
large corporations on their retirement from active service. An Army Mutual
Assistance Association (AMAA) was also established in 1961 to provide
financial benefits to retired officers. However, the dividends increased after
General Sunay's election to the presidency in 1966.%

In both the Turkish and Pakistani cases, the power of the military's
corporate interests led to greater stakes in political control, and vice versa. In
Pakistan's case the growth of the military's economic empire was proportional
to the increase in the organization's political power. The most noticeable
increase in the size of the military's internal economy, and the organization's
penetration into society and the economy, obviously took place during the
1990s and after, when the GHQ sought legal and constitutional arrangements to
institutionalize its role in decision making and the country's power politics. By
the start of the twenty-first century the military fraternity had penetrated all
levels of the society and economy. Members of the military fraternity (both
serving and retired personnel) were found in all major institutions, including
parliament and the civil bureaucracy. There were over 1,000 serving and
retired officers working at various middle and senior management levels.
Moreover, a number of retired personnel were made heads of major public-
sector universities and inducted into think tanks.

The Musharraf regime is known for providing greater opportunities to the
military fraternity through inducting serving and retired members of the armed
forces into significant public-sector positions. There has also been an increase
in the military's involvement in urban and rural real estate, and this can be
considered as one of the primary sources of economic activity in the country,
especially after 9/11. It is even more important that the GHQ has become
extremely protective of its commercial interests. The retired members of the
armed forces and the defence establishment joined hands in discouraging any
criticism of their economic stakes. The protection of the miUtary's position as a
dominant economic actor is a corollary of the organization's evolution into an
independent class that protects its interests zealously. The military fraternity is
a separate group that has the
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political clout to establish its stakes in the control of the state and its resources.
Moreover, it has institutionalized its power and risen from being a tool of
policy implementation to an independent actor and a shareholder in power,
along with the other dominant classes.

As has been discussed in this chapter, the redistribution of resources and
opportunities was not limited to the military, but included the military's clients
as well. The political players in Pakistan, and other dominant classes or groups
such as the civil bureaucracy and the entrepreneurial class, are bound in
partnership with the military fraternity. Although the cooperation is for mutual
benefit of all the concerned players, it particularly strengthens the hands of the
military. This is detrimental to the strengthening of democracy in the country.
The political players, in particular, are farced out of power at the behest of the
military any time the organization feels threatened by them. Unfortunately, the
political leadership continues to negotiate with the senior generals, and as a
result is enveloped in the GHQ's divide and rule policy.

It is not realized, however, that the civil-military relations imbalance is a
structural problem caused by a lack of understanding of the intricate rela-
tionship between the military's economic and political interests. Furthermore,
as it has been argued in this section of the book, it was not so much the lack of
realization that has prevented politicians from understanding the dynamics of
military power, but the flaw in the character of the sociopolitical system and
the particular nature and interplay of the dominant classes. Since the country's
sociopolitical system is predominantly authoritarian and has a pre-capitalist
structure, the ruling classes are not averse to using military force to further
their personal political and economic interests. The elite therefore continue to
strengthen the armed forces, and contributed to the evolution of the military
fraternity into a class.



4 The structure of Milbus

The military in Pakistan is a formidable political player with greater influence
than any other actor. The organization's political control, which was discussed
in the two previous chapters, is also a manifestation of its financial autonomy.
Over the years, the military has built an economic empire that strengthens it
institutionally. Pakistan's Milbus has a highly complex structure, which will be
explained in this chapter.

THE ECONOMIC EMPIRE

Pakistan military's internal economy has a fairly decentralized structure,
operating at three levels and in three segments of the economy: agriculture,
manufacturing and the service sector (see Table 4.1).

Although the critics of the military's economic role focus their attention on
its four subsidiaries = the Fauji Foundation (FF), Army Welfare Trust (AWT),
Shaheen Foundation (SF) and Bahria Foundation (BF) = the economic empire
extends beyond these four organizations, as is obvious from Table 4.1.
Because of the lack of transparency, a large part of the military's internal
economy remains invisible. The hidden portion comprises commercial
ventures carried out directly by different segments of the military organization,
and economic benefits provided to individual members of the military
fraternity. A glance at Figure 4.1 will show that Pakistan's Milbus is a complex
network in which various channels generate economic opportunities.

As the main controlling authority for the defence establishment is the
Ministry of Defence (MoD), it is at the apex of the economic network. The
MoD controls the four main planks of Milbus: the service headquarters, the
Department of Military Land and Cantonment (MLC), the FF and the Rangers
(a paramilitary force). The MLC is responsible for acquiring land for further
allocation to the service headquarters, which is then distributed

Table 4.1 The Pakistan military's control of the economy

Institution Subsidiaries Individual
Agriculture > ° .
Manufacturing > A .
Service sector . ° .
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Figure 4.1 Milbus: the structure

among individual members. The MIX also controls the FF. The chairman of
the FF is the secretary of defence. The MLC also comes under the MoD.

The economic network broadens further at the level of the service head-
quarters. The three services have independent welfare foundations, which are
directly controlled by the senior officers of these services. In addition, the nine
corps of the army, subdivided into divisions and units, run independent
ventures, identified in this study as military cooperatives. Then there are
institutions such as the National Logistic Cell (NIX), the Frontier Works
Organization (FWO) and the Special Communications Organization (SCO),
which are controlled by the army. The Pakistan Rangers, which is a
paramilitary organization, comes under the administrative control of the MoD
as well.

Placing the MoD at the top of the organizational chart does not, however,
mean that the economic initiatives are centrally planned. It simply indicates the
administrative position of the MoD in the overall system of defence
administration in the country. Each of the three services plans independently.
In fact, the MoD is used as a forum to negotiate economic opportunities and
the monopolization of resources. For instance, it is used to obtain ownership of
provincial or federal government land and sanction its distribution between the
three services, which then allocate it to their personnel. The various
government departments such as the MoD or the MLC are an administrative
mechanism for economic exploitation.

The operations of Pakistan's Milbus represent a cross between the
Indonesian and the Turkish models. It is similar to the Indonesian Milbus in
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the multiple levels of the military's internal economy. Indonesia's armed forces,
Angkatan Bersenjata Republik Indonesia (ABRI), conduct commercial ventures
through a number of welfare foundations. They also run cooperatives which
are operated directly by the organizations through the rank and file
involvement of their personnel. In Pakistan's case, the cooperatives started to
grow mainly after the 1980s as a result of the general financial empowerment
of senior military commanders. While the Pakistan military's cooperatives
draw on the military's public-sector resources including labour, they have not
necessitated the establishment of a separate cadre of officials specializing in
economic and political management. This is one of the key differences from
the Indonesian system. Another difference concerns the financial or
administrative linkage with the civilian public-sector institutions. Unlike in
Indonesia, the Pakistan military's internal economy is an independent entity.

The similarities with the Turkish model involve the management of
resources and administration of commercial ventures. In order to avoid the
involvement of serving personnel in direct business activities, the military
mainly uses its influence and resources to provide welfare funds for invest-
ment. The four welfare foundations are controlled by the service headquarters
and run by retired military personnel. The profits are distributed between the
shareholders, who again are retired military personnel.

The inter-services rivalry within the armed forces is reflected even in the
structure of the internal economy. Unlike the Turkish military foundation,
OYAK, which represents the interests of all services, Pakistan's Milbus is
known for the independence of the three armed forces. The three services have
separate welfare foundations and housing schemes. On the surface there does
not seem to be competition between the three services, because of their
difference in size. However, all three have engaged in an unbridled expansion
of their commercial and other economic operations.

The military's economic empire operates at three distinct levels:

» direct involvement of the organization
»  subsidiaries
e individuals.

The next sections explain the structure and operations at each of the three tiers.

LEVEL 1: THE ORGANIZATION

At this level the military is directly involved in profit-making activities. The
commercial operations comprise two distinct segments: first, major public-
sector organizations controlled by the army, and second, the cooperatives. The
three major public sector organizations are the NLC, the FWO and the SCO.
The National Logistic Cell (NLC)

Created in August 1978 by the quartermaster-general (QMG) of the army,
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the NLC is the largest goods transportation company in the country. It has one
of the largest public-sector transport fleets in Asia, of 1,689 vehicles. The
company also engages in the construction of roads, bridges and wheat storage
facilities. Although it is presented as an attached department of the Ministry of
Planning and Development, the basic control of the organization is with the
army (see Figure 4.2).

In terms of strategic management the organization is part of a civilian
organization, the Ministry of Planning and Development, as mentioned above.
The NLC board is headed by a chairman who was the federal minister for
planning and development. This was subsequently changed to the minister for
finance. The members of the board comprise the federal ministers for
communication, railways, and food and agriculture, the deputy chairman of the
Planning Commission, the federal secretaries for planning and development,
finance, communication and railways, and the Pakistan Army's QMG;, who is
also the secretary of the board. The ground operations, however, are managed
by the army. The NLC is staffed by serving army officers. The four main
divisions highlighted in Figure 4.2 are headed by serving officers with the rank
of brigadier.

The NLC is staffed by about 7,279 people of whom 2,549 are serving
personnel. The rest are retired officers and civilians. The civilians mainly work
in administrative and clerical positions. The organization is managed through a
national logistics board headed by a chairman who is a federal minister.
However, the operational control of the organization is with the
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Figure 4.2 Structure of the National Logistic Cell
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army's QMG. The estimated net worth of the NLC in 2000-1 was
Rs.3,964.652 million (US$68,356 million).

The company was established in 1978 to deal with a specific crisis of
major bottlenecks at the only operational seaport at Karachi. The QMG, Maj.-
General Saeed Qadir, was instructed by General Zia ul Haq to launch operation
‘Survival', aimed at creating an independent cell to be placed under the
Ministry of Communication, which at that time was being run by Qadir. Its
mandate involved the establishment of an infrastructure to transport goods
from Karachi port, and building roads and other facilities for wheat storage.*
Hence, the NLC is one of the prime examples of a 'replacement’ institution.
This concept involves the military filling a gap or replacing an inefficient
civilian institution through creating a parallel structure which is under the
control of the armed forces. According to Qadir, he was given a broad mandate
from the onset, which included not only transportation but also constructing
and repairing the roads network that was considered necessary for transporting
goods from one part of the country to another.? The organization was also
involved in providing support to the Afghan operation during the 1980s.

Frontier Works Organization (FWO)

The FWO was established in 1966 to construct the 805 km Karakoram
Highway.® It remains the largest contractor in the country for constructing
roads and collecting tolls. The company is staffed by the army's corps of
engineers, which was put together to construct the road link between Pakistan
and China. Although it is staffed by army personnel, the organization was
initially put under the control of the Ministry of Communication. However, it
was later brought under the administrative control of the MoD.

Even after the completion of the Karakoram Highway the organization
was not disbanded. It was seen as a reserve force that could be utilized during a
future conflict or cater for any unforeseen emergency, but in fact it is engaged
in commercial ventures. Currently, all the government's major road
construction projects are undertaken by the FWO. In addition, the organization
manages toll collection on all major and minor road networks in the country, a
job that was once given to private contractors. Since the mid-1990s, the FWO
has grown as one of the primary contractors for public-sector road
construction. After 1999, the FWO established another sub-organization,
LAFCO, which is a joint undertaking with other private-sector contractors.

Special Communication Organization (SCO)

The SCO was originally established in 1976 to handle a project to establish a
telecommunications network in Azad Jammu Kashmir and northern areas.” It
is an army establishment jointly controlled by the signals directorate of the
service and the Ministry of Information Technology. The
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organization was revitalized towards the end of the 1990s and given the task of
expanding the telecommunications network in the areas mentioned.

The cooperatives

The ventures referred to here as cooperatives are small and medium-sized
profit-making activities carried out by the various military commands. The
businesses are diverse in nature, and vary from bakeries and cinemas to gas
stations and commercial plazas and markets. This category also includes
money-making activities such as imposing tolls on national highways and
selling sand along the seashore, and contracts for fishing in the coastal areas.

The control of these profit-making ventures is fairly decentralized. They
can be run by army units, divisions or the corps headquarters, and use lower-
ranking personnel as free labour. The sizes of the ventures also vary from
small operations like bakeries and poultry farms, to large ones such as gas
stations and highway toll collection organizations. In 2004 the Ministry of
Defence provided a partial list of about 50 such commercial projects, which
allegedly made about Rs.134 million (US$2.3 million) in the financial year
20083/04.> However, there was no detail available regarding the legal position
of these projects or the way they were being managed.

LEVEL 2: THE SUBSIDIARIES

The most transparent segment of Milbus is the military's four subsidiaries, the
FF, AWT, SF and BE Although senior generals ignore or refute any suggestion
that these subsidiaries represent the military's involvement in commercial
ventures, their claim is not supported by the structure of command and control
of these organizations. All subsidiaries are controlled at the top by senior
generals or members of the MoD. Furthermore, as can be seen from Figure 4.3,
the foundations have the status of subsidiaries of their respective parent
services. This sign for one of the colleges of Bahria Foundation in Bahawalpur
claims it to be a subsidiary of the Pakistan Navy.

The four foundations run about 100 independent projects, which include
heavy manufacturing industries such as cement, fertilizer and cereal
production. In addition, some of the foundations are involved in the insurance
business, information technology, banking and education. In recognition of the
fact that the armed forces have a better reputation than a number of civilian
institutions, the link with the parent services is advertised to attract business.
This is certainly true in the real estate business, where the value of property
tends to appreciate in areas controlled by the armed forces or their subsidiaries.
The military organization is central to the Milbus network, as is obvious from
Figure 4.4. The influence of the defence establishment plays a key role in
obtaining public-sector business contracts and securing industrial or financial
inputs at subsidized rates. These concessions put the foundations ahead of their
private-sector competitors.
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Figure 4.3 The sign of Bahria Foundation College, Bahawalpur, marks it as a
subsidiary of the Pakistan Navy

It must be reiterated that the welfare foundations flaunt their connection
with the armed forces. This is obvious from the fact that the four foundations
use the insignia of their parent services. The issue of the use of insignias was
in fact challenged in the Supreme Court in a public interest case by a lawyer,
Wahab-uFKhairi, in 1990.° In Khairi's view, the foundations were in
contravention of the Companies Ordinance of 1984 and the Trade Mark Act of
1940, which forbid any private venture or party to use the name of the state or
the armed forces or the founder of the country. He pleaded with the court to
ban all the commercial activities of the military, because in his view such tasks
diverted the armed forces from their core activity of defending the country's
frontiers. The case he brought concerned a specific allegation of corruption in
a commercial operation involving the navy's BE. The BF not only blatantly
denied the charges, but also denied using any of its links with the navy for
commercial benefits. Despite the fact that the case was dismissed on technical
grounds, it did raise the issue of how these foundations exploit their deep
connection with the armed services for profit maximization.

Regarding the link between the foundations and the services, there are
numerous cases in which the businesses have unlawfully used the military's
resources. The fact that the higher management of the three services and the
foundations is the same makes the transfer of resources possible.
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Figure 4.4 The military's institutional linkage with Milbus

The Fauji Foundation (FF)

The Fauji Foundation (fauji means soldier) was established in 1954 under the
Charitable Endowments Act 1890; for the welfare of ex-servicemen. It was the
first organization of its kind in Pakistan, meant to cater for the welfare of
military personnel from all the three services. As in the Turkish model; the
military sought initial funding for this institution: the Rs.18 million (US
$300,000) capital investment was money provided by the Royal British
military in 1947 as Pakistan's share of the post-War Services Reconstruction
Fund for reinvestment purposes. The fund was established by the British to
provide financial help and welfare benefits for British war veterans.’

The money was used to set up some industrial units in the western wing of
the country. Today the FF is one of the largest business conglomerates in the
country (see Table 4.2).2

The FF is also a major taxpayer in the country.” However, until the
beginning of the 1970s it was exempt from paying taxes.*°

The FF started its industrial operations in both wings of the country. The
industrial operations were primarily in consumer-oriented, non-tradable
commodities like rice, flour, jute and textiles. In 1982 it had assets with an esti-
mated worth of Rs.2,060 million (US$35.52 million), in the shape of 29 indus-
trial units.* Currently its declared assets amount to Rs.9.8 billion (US$169
million), with a total of 25 independent projects. Out of the total number, about
18 are completely controlled by the FF, while the remaining seven are
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Table 4.2 List of Fauji Foundation projects

Fully owned Associated Affiliated Investment
projects companies projects Board
Foundation Gas  Mari Gas Foundation Pakistan Maroc
Fauji Corn Company Ltd University Phosphere, S. A
Complex Fauji Cement
Fauji Security Company Ltd

Services Fauji Fertilizer
Fauji Sugar Mills ~ Company Ltd
Overseas Fauji Fertilizer

Employment Bin Qasim Ltd

Services Foundation

Fauji Foundation  Securities (PVT)
Experimental & Ltd

Seed Fauji Kabirwala

Multiplication Power Company

Farm Ltd Fauiji Ol
Terminal &
Distribution

Company Ltd

listed as subsidiaries, with shareholdings by other parties as well.** Most of the
heavy manufacturing industrial projects are categorized as subsidiaries, which
means that these are shareholding ventures. The fully owned projects mainly
comprise agri-based ventures such as farms, the motorway project and
educational institutions. Out of the total of 25 projects, only the fertilizer and
cement factories are listed on the stock exchange.

Employing about 6,000-7,000 retired military personnel, the foundation is
run by a governing board that is predominantly controlled by the army. One of
the features of the organization is the domination by the largest service, the
army, despite the fact that it was meant to be a tri-serv-ice organization. About
80-90 per cent of jobs are taken by army personnel, with remainder being
divided between the air force and the navy. All the managing directors of the
company have been senior retired army officers.

At a 'glance, the organizational structure gives the impression of a highly
centralized structure (see Figure 4.5).

The strategic control of the organization is in the hands of the MoD and
the military establishment. The Cornrnittee of Administration is the apex body
that gives overall direction. The chairman of this committee is the secretary of
defence. The members comprise the chief of general staff (CGS), the QMG,
the adjutant-general (AG), the chief of logistics staff - Pakistan Army (CIS),
the deputy chief of naval staff (training and personnel) -Pakistan Navy, and the
deputy chief of air staff (administration) - PAE The secretary of the Central
Board of Directors acts as the secretary of the
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Figure 4.5 Organizational chart of the Fauji Foundation

committee. The operational planning and running of the foundation is the
responsibility of the Central Board of Directors. The chairman of the board is
the secretary for defence, and the vice-chairman is the managing director of the
FF, who is a retired army It.-general. All the members of the board are from
the FF, with roles such as directors of finance, planning & development,
industries, systems evaluation & development, human resource &
administration, welfare (education), welfare (health), corporate advisor, and
secretary to the board. The Board of Directors carries out the overall plans
which are presented to the Committee of Administration for approval. A report
of the performance of the FF is also presented to the Committee of
Administration.

From an operational perspective, the FF is decentralized like its three
sister organizations. It has four major divisions: fully owned projects,
associated companies, affiliated projects and the Investment Board. The first
division comprises all those projects that are totally financed by the FF. The
other two divisions have major funding from the FF but have administrative
independence. The last category covers the FF's international partnership. This
is a joint undertaking between the Fauji Group (represented by the FF, the
Fauji Fertilizer Cooperation and Fauji Foundation Bin Qasim Ltd) and Office
Cherifien des Phosphates, Morocco with 50:50 equity (between the Pakistani
and Moroccan owners), for the production of 375,000 metric tonnes of
phosphoric acid per annum. The project is scheduled to start operations by
mid-2007."

The decentralized structure is necessary for two reasons. First, the FF
cannot have total control over projects that are not fully funded by it
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Second, because some of the associated companies are headed by senior
officers equivalent in rank to the MD of the FF, it would be difficult to have
central control. For example, the managing director of the FF and the director
industrial (popularly known as heading Fauji Fertilizer) are both retired It.-
generals.!* This does not mean that there is no consultation between the two.
However, smooth running calls for lax control and independence for the
fertilizer group. A senior general would be far more comfortable exercising
independent control of his unit. On the other hand, the previous experience of
these senior officers as colleagues helps business communication. The basic
philosophy here is that old associations help in developing the understanding
and confidence in an individual that in turn is necessary to obtain better results
for an organization. This concept was explained by the managing director of
the FF, Lt.-General (rtd) Mohammad Amijad, in the context of why General
Musharraf preferred to appoint military personnel to head public-sector
corporations.™

The FF claims to provide for the welfare of 8.5 million beneficiaries, who
comprise ex-services staff and their dependants.*®

Army Welfare Trust (AWT)

The AWT is the army's welfare foundation, established in 1971 to create
greater employment and profit-making opportunities for the largest service.
The army felt that the welfare needs of its personnel were not being met by the
FF. Some tend to link this creation of a new organization with the dire
economic straits that the military was in after the US arms embargo of the
1960s.” The army was facing a resource crunch between the two wars of 1965
and 1971.

As is obvious from Figure 4.6, the AWT is controlled by the army GHQ.
The managing director (MD) of the Committee of Administration, which is the
apex body, is also the MD of the AWT. The office bearer is the AG of the
army. However, because of the AG's busy schedule, he appoints an acting MD.
The members of the committee include the CGS, QMG, CLS and the MD of
the AWT. The acting MD does not, however, participate in the meetings of the
committee as a full member. The committee supervises the work of the Board
of Directors, which is also chaired by the AG. The vice chairman is the MD of
the AWT, who works with the help of seven directors.

The trust was opened with an initial endowment of Rs.700,000
(US$12,100) under the Societies Registration Act 1860, with the specific
purpose of generating funds for ‘orphans, widows of martyrs, disabled soldiers,
and providing for the rehabilitation of ex-servicemen'. Currently the AWT runs
41 independent projects, of which it has shareholdings in about 13 are while
the rest are completely owned (see Table 4.3).

Of these projects, only the five in the financial sector (such as the bank,
leasing and insurance companies) are listed with the stock exchange. The
group boasts of having total assets worth Rs.50 billion (US$862.1 million). It
provides employment to about 5,000 ex-services staff.
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Figure 4.6 Organizational chart of the Army Welfare Trust

The AWT was raised with a totally different method of providing for
welfare. Unlike the FF, which created projects for welfare, the AWT aimed at
generating profit for distribution among its shareholders. This was done
through investing welfare funds in industrial and other profit-making ventures.
The money is borrowed from the benevolent fund account maintained in the
GHQ. This account, in turn, is formed by compulsory deductions from the pay
of army personnel for welfare purposes. The AWT was also set apart from the
FF because it did not pay taxes on its industrial and other projects until 1993,
because of its identity as a welfare institution. Taxes at concessionary rates
were, however, levied in 1992-3. Interestingly, there was ho uniform tax rate
applied on the organizations. The AWT and FF pay tax at roughly 20 per cent
on their profits, while the SF and BF are charged a higher rate of 30 per cent.
Sources attribute this to the greater political influence of the army.*®

Shaheen Foundation (SF)

The Pakistan Air Force followed the larger service in opening its own welfare
foundation in 1977, again under the Charitable Endowments Act 1890, with
seed money of Rs.5 million (US$86,000). Like the AWT, the SF is controlled
by the PAF (see Figure 4.7).

At the top is the Committee of Administration headed by the chief of the
air staff. While the vice-chairman is the deputy chief of air staff
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Table 4.3 List of AWT projects

Askari Stud Farms (two farms)*
Askari Farms (Two farms)
Askari Welfare Rice Mill

Askari Welfare Sugar Mill
Askari Fish Farm

Askari Cement (two plants)

Askari Welfare Pharmaceutical

MILITARY INC.

Army Welfare Shops (four shops)
Army Welfare Commercial Project
Askari Commercial Bank Askari
Leasing Ltd Askari General
Insurance Company Askari Welfare
Saving Scheme Askari Associate
Ltd

Project
Askari Information Service

Askari Guards Ltd
Askari Power Ltd

Magnesite Refineries Limited
Army Welfare Shoe Project

Army Welfare Woollen Mill

Army Welfare Hosiery Unit Askari Commercial Enterprises

Travel agencies (three different Askari Aviation

agencies)
Askari Housing Scheme (at six

AWT Commercial Plazas (three : _
different locations)

buildings)

* These farms cover 16,000 acres of government land for which it receives no revenue

(operations), its members include the deputy chiefs of air staff (administra-
tion), (personnel), (training) and (engineering), the director-general of the Air
Force Strategic Command, the inspector-general of the PAF, and the MD of
the SF. The committee supervises the work of the Board of Directors, which is
headed by the MD of the SF, who is a retired air vice marshal. The board;
which makes and implements business plans, comprises the deputy MD,
director admin, human resource and welfare, director finance, and executive
director Shaheen Projects (which are listed in Table 4.4). Other than the MD
and the deputy MD, the members are civilians.

The idea was to create greater opportunities for welfare, especially when
the top management was not happy with its meagre share in the tri-service FF.
The PAF's share in welfare and rehabilitation opportunities and the
management of the FF is not more than 5 per cent. Currently, the SF employs
about 200 retired personnel, the bulk of whom were technicians/ airmen rather
than officers. Commensurate with the service's comparative size and influence,
the SF is not a large organization. It runs about 14 independent projects, none
of which are listed on the stock exchange (see Table 4.4).

TTie SF claims to have a worth of more than Rs.2 billion (US$34.4
miIIion),19 with an estimated annual turnover of Rs.600 million (US$10.3
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Figure 4.7 Organizational chart of the Shaheen Foundation

million).?° Its project sizes are relatively small, with the biggest being the
airline, and the real estate that it owns in three major cities. Most of its
expansion took place during the 1990s. The projects depend primarily on the
resources of the air force and the service's ability to generate business for the
SE. Most of the projects, as is obvious from Table 4.4, are related to the airline
industry, cargo, or otherwise depend on orders from the PAFE. There are,
however, rare cases like insurance where there is no commonality or shared
experience. Assessing the SF is highly problematic because of the lack of
transparency. None of its companies are listed with the stock exchange and
data is not available through any other source.

Bahria Foundation (BF)

Not to be left behind in the race, the navy established its own welfare foun-
dation in January 1982. Registered under the Charitable Endowments Act
1890, the BF was opened using the service's own welfare funds, which
amounted to Rs.3 million (US$52,000). Like its sister foundations, the BF is
controlled by an armed force, in this case the navy (see Figure 4.8).

Table 4.4 List of SF projects

|21

Shaheen Air International Shaheen Complex (two projects)

Shaheen Air Cargo Shaheen Shaheen Pay TV

Airport services Shaheen FM-100 (radio channel)

Aerotraders Shaheen Shaheen Systems (information technology)
Insurance Shaheen Travel Shaheen Knitwear

(three projects)
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Figure 4.8 Organizational chart of the Bahria Foundation

Although very little is known about the administrative structure of the BF,
sources indicate that the organization's structure is similar to SE. The BF runs
19 projects (see Table 4.5), none of which are listed with the stock exchange.

Its estimated value is around Rs.4 billion (US$69 million). Getting official
assessment of its worth was difficult because of a resistance by its employees
and naval personnel to discussing their business ventures. This resistance is
partly because of the controversy regarding some of the projects, especially the
housing schemes. Most of the BF's relatively capital-intensive projects, like
Bahria Paints and the real estate development programmes, are shareholdings.
These projects have raised a lot of questions because of the involvement of
controversial characters and news of financial mismanagement.

LEVEL 3: THE MEMBERS

Any discussion of Milbus would be incomplete without mention of one of its
integral components, which is also the most difficult to quantify. The benefits
provided to individual personnel are part of the internal economy because
significant benefits are provided to serving and retired members of the armed
forces as part of the military's system of patronage. Individual members of the
military fraternity, especially retired officers, receive financial dividends
because of the strong client-patron relationship, in which the military
organization is central to the distribution of rewards or profit-making
opportunities. In such cases the economic or political exploitation is not
necessarily institutional, but individuals can use their connection with the
regime or the powerful institutions to create personal wealth. Therefore, the
informal monopolization of resources by individuals has been included in the
discussion on Milbus.

This informal pattern of exploitation is also visible in other countries,
such as Cuba, China and Syria.?> According to political analyst Frank O.
Mora, senior military officers use their positions in a non-democratic system
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Table 4.5 List of BF projects

Falah Trading Agency Bahria University

Bahria Construction Bahria Shipping

Bahria Travel & Recruiting Agency Bahria Coastal Services

Bahria Paints Bahria Security & System Services
Bahria Deep Sea Fishing Bahria Catering & Decoration Services
Bahria Complexes Bahria Farming

Bahria Town & Housing Schemes Bahria Holding

(three projects) Bahria Harbor Services

Bahria Dredging Bahria Ship Breaking

Bahria Bakery Bahria Diving & Salvage International

to generate benefits for themselves.”® The evidence from Pakistan suggests that
this linkage is more than cursory because it tends to use structured institutional
support to gain personal benefits. It is, as mentioned earlier, extremely difficult
to put a value to this segment of the economy. Nevertheless, the picture of
Milbus would be incomplete without mentioning this category, which is
related to the benefits provided to personnel.

The advantages can be divided into two, the visible and the non-visible.
The core visible perk is the urban and rural real estate provided to retired and
serving officers and officials of the armed forces (see Chapter 7 for a detailed
discussion). While it is comparatively easy to put a value to the land, it is more
difficult to quantify the subsidies provided to the senior officers for developing
the land and building the various housing schemes. The land is acquired by
individuals through laws and rules made at the institutional level for the greater
benefit of individuals.

Other benefits include jobs, especially after retirement. The Musharraf
regime, for instance, has provided about 4,000-5,000 jobs to military officers
and officials in various departments and ministries of the government. The
employment for serving and retired military personnel is not generated through
a process of open and fair competition, but it is part of the preferential
treatment given to members of the military fraternity. These jobs are therefore
not filled by open competition, nor do they attract the best minds available in
the public sector. The pay and perks of these jobs have a financial cost to the
state, which needs to be included in the discussion on Milbus.

The invisible benefits are the business or other opportunities obtained by
retired personnel using the influence of their parent organization, the defence
services. Retired personnel tend to use their contacts in the armed forces to
enter the weapons procurement business as defence contractors. This is nothing
unusual. However, the more ambitious senior officers can enter into other
ventures as well, and use their contacts in the military or the government to
obtain advantages. One of the key examples in Pakistan is private ventures like
the Varan Transport Company. Owned by the daughter of the former head of
the main intelligence agency, IS, Lt.-General (rtd)
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Hameed Gul, the company is a clear example of how a military-oriented
patronage system benefits its clients. Varan was given preferential access to
bus routes between the twin cities of Islamabad and Rawalpindi, and as is
discussed in Chapter 6, the company's management and drivers behaved with
impunity.

Since the debate started in Pakistan regarding the military's involvement
in the economy, there has appeared to be a lack of clarity over constitutes
Milbus. Most of the debate revolves around the four welfare foundations,
which do operate a large array of commercial activities. However, there is a lot
that is visible to the common people, but not documented as part of Milbus.
Under the circumstances, | believed it important to identify the structure of this
economy and describe each of its essential components.

The military's internal economy comprises three distinct levels, as has
been discussed in this chapter. While the subsidiaries of the welfare foun-
dations are the easiest to quantify, the value of the other two levels needs
serious quantification and systematic calculation. The purpose of this section
of the book was to provide a qualitative framework that basically described
each segment of the military economy.
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5 Milbus: the formative
years, 1954-77

Milbus in Pakistan dates back to 1954, when the first welfare foundation was
established. The senior generals of the army had sufficient political and
administrative autonomy to take the decision to invest welfare funds in starting
commercial ventures. The beginning of these activities also marked the
military's intention to carve out a greater niche for itself than protection of the
frontiers of the state. The numerous industries that were set up in both wings of
the country added to the military's credibility of being able to contribute
towards the nation's socioeconomic development. In this respect, the large
industrial projects were highly symbolic. Not only a sign of the military's
contribution to national development these factories signified the organization's
power. Unlike the development sector, the armed forces had the resources to
establish large industrial and business projects, and this enabled it to transform
its activities from individual industrial and business projects to the Milbus
empire. In the ensuing years the economic empire grew slowly but steadily.

During the period under study Milbus grew most significantly in the years
from 1954 to 1969, when the military's influence in government was growing,
or when it gained direct control of the government. The growth of the
military's internal economy, however, stagnated during the years of extreme
political crisis (1969-72), and remained depressed under the rule of the civilian
leader, Zulfigar AH Bhutto. This can be attributed to the relative strength of
the civilian government. Moreover, these years also represent a time when the
military had not started evolving into a parent-guardian type and an
independent social class.

This chapter examines the growth of the military's internal economy
during these formative years.

SETTING UP THE ECONOMIC EMPIRE, 1954-69

The military established its first welfare foundation in 1954, with funds
received from the British as part of Pakistan's share of the Post War Services
Reconstruction Fund, which had been established in 1942. However, unlike in
India where the funds were distributed amongst those who had fought during
the Second World War, Pakistan's military generals opted to use the funds to
establish large industrial projects. This is perhaps because the Indian military
was forced to comply with tougher mechanisms of accountability and
subservience to political governments than its counterpart across the border.
The literature on Pakistan's military does not provide any explanation of the
defence establishment's motivation to go into business except for the welfare
of its personnel.*
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This can be termed the institutional self-interest paradigm, in which economic
activities are pursued for the betterment of the institution and its members. The
military's perks are justified as part of the welfare that becomes necessary to
alleviate the material concerns of armed forces personnel, in comparison with
other groups or institutions. The military personnel interviewed for this book
justified the perks sought by the military by comparing these with the benefits
enjoyed by civil servants, especially those serving in administrative posts in
districts. Given the fact that the military considers itself as a primary institution
of the state, they believed the perks of the officers should match those of the
civil servants.? There are two other possible reasons for the development of the
military's internal economy, which have not previously appeared in the
available literature on Pakistan. The first is based on a combination of the
paradigms of the military as strategic national saviour and organ of national
development. Considering the military's ability to determine its own direction
and to contribute to national development, the organization takes upon itself the
responsibility of contributing to the authoritarian economic modernization of
the nation-state.> The military's commercial activities benefit from the
economic development model that is important for the survival of the state
which the armed forces are meant to guard. Here, the emphasis is on the
superior capacity of the defence establishment to achieve progress that others
cannot undertake so well.

| deduced this perception of the military's greater capacity from my
discussions with various military personnel. According to the head of the
Armed Forces Services Board, Brig, (rtd) Zahid Zaman, 'military officers have
greater analytical capacity than civil servants'.* In comparing the military with
the civil bureaucracy, he was trying to establish the military's intellectual and
moral superiority over another relatively strong institution. Others do not
restrict themselves to domestic comparisons. In the eyes of Lt.-General (rtd)
Amjad and Maj.-General (rtd) Jamsheed Ayaz, the armed forces can conduct
business or politics because of their expertise in managing men and materials
during service. The two officers emphasized the military's superiority at
managing commercial or political responsibilities by comparing Pakistani
generals with international political leaders from military backgrounds, such as
President Dwight D. Eisenhower, General Colin Powell and President Ronald
Reagan.’

The second explanation relates to Locke's anarchic paradigm, in which
economic activities are driven by the greed of individual personnel. The greed
is linked with the organization's power and authority. Powerful generals
conveniently use the system to satisfy their personal greed and ambitions.
Pakistan's Milbus case often reflects an overlapping of institutional self-interest
and the anarchic paradigm, where senior generals use their institutional
authority and military mechanisms for personal predatory appropriation.

The underlying concept behind starting the first foundation was to create
an autonomous system of welfare for armed forces personnel. This was a case
of institutional self-interest. Nonetheless, the development also
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served the purpose of creating the image of the military as a strategic national
saviour that contributed to national development through setting up major
industries.

The Fauji Foundation (FF) invested in various industrial units in areas
with high consumer demand, such as tobacco, sugar and textile production. In
the western wing of the country, investments were made in the acquisition or
establishment of the Khyber Tobacco Company in Mardan, a cereal
manufacturing factory at Dhamial near Rawalpindi, a sugar mill at Tando
Mohammad Khan in Sindh, and a textile factory at Jehlum. In the eastern wing
it acquired or established East Pakistan Lamps and East Pakistan Electrical
Industries (both at Dhaka), a rice mill at Rangpur, a flour mill at Chittagong
and a jute mill near Dhaka. It also had financial stakes in Fauji Ceramics and
West Pakistan Lamps Ltd which were later liquidated.®

The FF was one of many West Pakistani investors in East Pakistan, a
situation that invoked the ire of the country's Bengali population. The people
of the eastern wing accused the government of representing the interests of
west Pakistani capital and its establishment. The common people's anger was
mainly directed against the establishment, especially the military which was
predominantly Punjabi and Pathan. In the case of the FF, the profits from its
business ventures were repatriated to the western wing for reinvestment in
welfare projects in areas where the military came from. This contributed to the
inequitable distribution of resources.

There are no records available regarding the performance of these
companies, or details of returns on investment, except for a commentary by
Raymond Moore, according to whom these factories were well managed and
were profit-making units. However, the financial viability of at least some of
the units was debatable. For instance, the textile mill had to be closed down
despite its tax breaks and the frequent injection of capital to upgrade its
hardware and for other kinds of expansion.” The military managed to seek
financial help from the government for its ventures. Despite this evidence, the
military insists that the foundations are not part of the public sector.

There is no evidence of any serious objection raised by the civil society or
the political leadership to the military's economic build-up. There are three
possible explanations for the apparent complacency of the civil society. First,
the dominant elite did not object to the military's expansion of its
organizational interests because these were embedded in the larger stakes of
the ruling elite, which dominated the state and its polity. According to Alavi,
the post-colonial state of Pakistan mediated:

between the competing interests for the three propertied classes,
namely the metropolitan bourgeoisie, the indigenous bourgeoisie and
the landed classes, while at the same time acting on behalf of them all
to preserve the social order in which their interests are embedded,
namely the institution of private groperty and the capitalist mode as
the dominant mode of production.
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The state's bureaucracy, especially the military, was in any case responsible for
bolstering the economic power of the dominant classes and building the major
entrepreneurs in the country. The army chief who later became the president in
1958, General Ayub Khan, had also created the domestic private sector. The
government's financial and institutional assistance was instrumental in building
up the large industrial and business houses in the country. The Pakistan
Industrial Development Corporation (PIDC) and other institutional
mechanisms were used to provide financial loans and other incentives to
potential entrepreneurs.’

Ayub Khan, who had taken control of the reins of the government, was
keen on economic growth and establishing import-substitution industries.
Developing military industries was part of the authoritarian economic
development paradigm he used for the socioeconomic development of the
state, which benefited both the military and civilian private sectors. As military
dictator he was instrumental in building the famous 22 families, who owned
about 68 per cent of the industries and 87 per cent of the banking and insurance
assets. As a result they were sympathetic to their source of power, the army.°
The private entrepreneurs and other dominant classes, who were clients of the
military, hardly objected to tax breaks given to the FF-operated businesses,
because the private industrial sector also received incentives during this period.

Second, the private entrepreneurs did not complain because the military
presented its industrial and business projects as a contribution to national
socioeconomic development. The FF, like the private entrepreneurs, was a
beneficiary of the state-sponsored authoritarian economic modernization. It
must also be noted that during the formative phase of the economic empire,
there were fewer cases of senior generals engaging in predatory appropriation.
Like the armed forces of Kemalist Turkey, Pakistan's military considered itself
responsible for nation-building and the security of the state. The country's
economic security was part of the military's larger role of ensuring the security
and integrity of the state. In this respect, Pakistan's military was no different
from others such as the Turkish armed forces, which intervened to check an
economic slowdown and bring about economic progress. An expert on Turkey,
Tim Jacoby, believes that the military elite consider economic progress
important because of their dependence on national resources for purchasing-
weapons and strengthening the armed forces.!! The military’s business-
industrial complex, in fact, indicates the will of the defence force's echelons to
spearhead the drive for economic development. In Pakistan, the political and
economic changes were part of the great 'revolution' that Ayub Khan claimed
to have introduced through acquiring power in 1958.'2 The military business
complex was part of the drive towards fulfilling his economic development
agenda, which focused on establishing import-substitution industries.

It is also worth mentioning that the decade of the 1960s saw the military's
rise to power and significance in other countries as well, such as Turkey and
Indonesia, which also represent the parent-guardian type. The Indonesian
military under Suharto was making headway in the business
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sector. This work was undertaken in collusion with Suharto and his cabal, and
with the use of serving military personnel. Turkey, on the other hand, followed
Pakistan's model in investing the military's pension funds in developing its
industrial-business empire. Ankara imposed a 10 per cent levy on the basic
salary of every military personnel to raise funds for investment.® In these three
cases, the militaries aimed at bringing about national economic growth and
affluence for its personnel. More importantly, as it appears from Turkey's case,
the military-industrial or business complex was meant to ‘promote the private
sector and to place itself [the military] closer to the emerging bourgeoisie’.**

Third, the civil society, particularly the political leadership, did not have
the capacity to stop the armed forces from enhancing their institutional
autonomy. The military bureaucracy in the country was relatively stronger than
the political leadership and the rest of the civil society. The military was part of
the larger bureaucratic institution of the colonial state of Pakistan, which had
acquired relatively greater maturity than the political institutions. This
maturity, which led to greater autonomy from the bureaucratic machinery, was
inherited from the days of British rule.™® The politicians, on the other hand,
were engulfed in the domestic political crises that led to rapid changes in
government. As part of its praetorian character the military highlighted the
weakness of the political leadership and presented the civilian institutions as
corrupt, inept and redundant.'® The political leadership certainly did not have
the capacity to stop the military bureaucracy from gaining further autonomy
through developing 'an independent material base in the society'*’ in the form
of its commercial projects.

The period from 1954 to 1969 is crucial in terms of enhancement of the
military's political ambitions. The military took over the state and projected
itself as the primary definer of national interests, at the forefront of undertaking
the political and socioeconomic development of the state. The most senior
army general and the country's first military dictator had imposed indirect
army rule through bringing about constitutional changes. The new
constitutional framework introduced a presidential form of government led by
General Ayub. The military dictator sought political legitimacy through
projecting the organization's contribution to the nation's development.

Using the paradigm of the military as a strategic national saviour, it took
upon itself the responsibility for infrastructure development, such as
constructing the 805 km long Karakoram Highway connecting Pakistan with
China. The Frontier Works Organization (FWO) was established in 1966 for
the purpose of building this road. The organization was retained beyond the
completion of its initial objective and later developed into the primary road
construction giant in the country. Senior generals, such as Lt-General (rtd)
Asad Durrani, justify the continued presence of the FWO by claiming that a
strategic contribution like the Karakoram Highway could not have been
possible without it. He was of the view that ‘where would we [Pakistan] have
been if FWO wasn't there?!® The organization's website also touts the
construction of the highway as an example of the military's superior capacity.*®
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Given the military's perception of itself as a superior entity, Ayub Khan
brought serving and retired members of the organization into the government.
He also inducted military personnel in the civil service to help him with
governing departments and the country at large. Since the armed forces
personnel were considered the most reliable and above board, they were
trusted more with managing the government departments and the country.
Senior military officers were therefore afpointed to senior posts in public-
sector corporations and other departments.®

The induction of military personnel into the government was more than
just a matter of bringing the right people to the management of the state. The
top management of the armed forces was also concerned about building and
strengthening the corporate ethos. The institutional fabric of the armed forces
appeared to be under threat during the 1950s. The army high command was
jolted by a failed coup attempt, popularly known as the 'Rawalpindi
Conspiracy', involving 53 officers and a number of civilians. In March 1951, a
group of military officers and some prominent civilians with a leftist
orientation, such as the famous Urdu poet Faiz Ahmed Faiz, were accused of
planning a coup to overthrow the civilian government and establish a military
council, which would hold elections for the legislature and resolve the
Kashmir issue through the use of force.?

Although the attempt failed and a trial was held in which the officers were
ultimately pardoned, the incident pointed to the need for building a stronger
organizational ethos, or a 'social contract', between the military's high
command and other members of the organization. The junior and mid-ranking
officers were assured of rights over national resources, or were taken care of
during and after service in return for their duty to the nation and loyalty to
senior officers. Such a contract would work as the additional glue that bound
the officers together. The system of welfare in which the personal needs of the
officer cadre and the soldiers were catered for in return for their allegiance to
the senior management, especially the commander-in-chief (later the chief of
staff), was one of the important factors in transforming the military into a
fraternity.

The military operated on the principle of taking care of its members from
the ‘cradle to the grave', seeing to their needs even after retirement. The
organization's welfare needs were effectively catered for by the senior
generals. Indeed, as commander-in-chief of the army, Ayub Khan had
lamented the physical conditions of the armed forces personnel.” These were
ameliorated through establishing organizations such as the FF. The basic
purpose of the FF was therefore to provide for the welfare of war veterans and
their dependants in an institutional manner. The profits earned through the five
businesses initially established under the umbrella of the FF were to provide
funds for setting up hospitals and schools, or to provide grants to those in need.
This welfare structure would become an essential component of the 'corporate’
character of the armed forces. Military personnel are proud of the way in
which the institution takes care of its men.

Under this strategy, other personal benefits were provided as well, such
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as the grant of agricultural land to military personnel. Although agricultural
land was also awarded in Punjab, it is the land grant in Sindh started under
Ayub Khan that is remembered as the hallmark of the land redistribution
policy This is because after 1947 the most significant amount of land
reclaimed for agriculture (through building reservoirs and canals) was in
Sindh. The military was given 10 per cent of the approximately 9 million acres
of land reclaimed through the construction of the Kotri, Guddu and Ghulam
Mohammad dams in Sindh. The government also gave land to some senior
civil bureaucrats, who were the military regime's partners.

According to Hassan-Askari Rizvi's study approximately 300,000 acres
were given to military officers in Sindh during Ayub's rule.”® However,
another report indicates the total allocation in Sindh to be over 1 million acres,
most of which was given during Ayub's regime.?* In addition, there were
compensation schemes for those personnel who had lost their land as a result
of waterlogging. They were given replacement land in the interior of Sindh.?®
The practice of giving land to the military was justified as a continuation of an
age-old British tradition to allocate reclaimed land to loyal military personnel.

Most of the economic dividends were institutional, as is obvious from the
earlier discussion,. However, as the army increased its control of the state there
was a commensurate increase in the benefits that senior generals mustered for
themselves and their families. Ayub Khan, for instance, became notorious for
providing favours and advantages to his son, Gohar Ayub, who had started in
business and acquired substantial industrial holdings after resigning his
commission from the army.”® The son's financial stakes brought disrepute to
the father. Such personal advantages depended on the influence of the military
both politically and institutionally This was a case of senior officers using the
organization's influence for predatory economic advantage.

THE ERA OF RESTRAINT, 1969-77

The growth of the military's internal economy started to slow down after the
end of Ayub Khan's rule in 1969. There was no substantial increase in the
military's business-industrial complex during the three years of General Yahya
Khan's rule. The slowing down of Milbus was not because of any change in
the mindset of the armed force's high command regarding perks and privileges
for the military fraternity. In fact, like Ayub, Yahya Khan brought in more of
his uniformed colleagues to run the show. The change was rather a result of
the acute political crisis that engulfed the country.

The second welfare foundation, the Army Welfare Trust (AWT), was
established on 27 October 1971, about two months before the war with India.
This was purely an army organization controlled by the GHQ, established with
the purpose of providing for the welfare of retired army personnel and their
dependants (see organizational details in Chapter 4). It was considered
imperative to build a second organization dedicated entirely to the army as it
was claimed the FF could not cater for the welfare needs of
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the army.”’ This logic is questionable given the fact that the FF was already
dominated by the army. The AWT was structured in a different way from the
FK Unlike the tri-service welfare foundation, the newly established AWT had
greater financial dependence on its parent service. The GHQ provided
investment to the AWT for its business projects, the returns of which were to
be given to retired army personnel and their dependants. Moreover, the army
high command could also ask for financial help from the AWT, supposedly for
its other welfare projects as and when required (see details in Chapter 8).

No other enterprise other than the AWT was established at this time. As
mentioned earlier, the lack of activity was a result of the domestic political
conditions. Yahya Khan had overthrown Ayub Khan's semi-military
government. Although most of the existing literature on Pakistan's politics
categorizes the political change as a coup, the change is more correctly
described as a successful counter-coup, in which the army's high command
decided to sack a senior army general. Yahya Khan, as the new army chief,
had greater power over the officer cadre than Ayub Khan, who had moved
himself up the organizational ladder by self-promotion to the rank of a field
marshal, a move that distanced him from the actual control of the service. In
any case, his economic policies, which had brought temporary economic relief
to the country, had become diluted during the political crisis.

Ayub Khan's policies had resulted in concentration of wealth in the hands
of a few, a policy criticized by many including the internationally acclaimed
Pakistani development economist, Dr Mehboobul Hag, who has written about
the financial and political domination of 22 families in the country during
Ayub's era. Such a concentration of wealth increased frustration among the
common people. In addition, Ayub's political system of basic democracies
added to the aggravation of the small landholders, peasants, the working class
and other groups who did not view the regime or its political methodology as
catering to the needs of poor people.?® The government's most favoured 'basic
democracies' system strengthened the bureaucratic state instead of empowering
the people, and the new constitution introduced in 1962, which marginalized
non-state-sponsored political parties and groups further eroded people's
confidence in the government. Furthermore, legal provisions such as the
Universities Ordinance and the Press and Publications Ordinance drove a
wedge between the regime and the affected communities such as students and
journalists. In consequence there were mass protests in both wings of the
country against the military's political and social coercion. In the western wing
the public frustration was channelled by Bhutto in gathering support for his
semi-socialist agenda and for his new political party, the Pakistan's People's
Party (PPP), which was formed in September 1967.

The problem in the eastern wing, however, was much more acute. The
inequitable distribution of resources was more pronounced in East Pakistan,
where the general public were inherently hostile to the idea of their
subordination to the Punjabi-dominated establishment in the western wing of
the country.
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Furthermore, the ethnic differences between the two wings were
embedded in the politics of the state. Over the years, the differences
culminated in the formulation of a six-point agenda by the Awami National
Party of the eastern wing, demanding greater autonomy for the federating
units. Ayub Khan's government not only resisted these demands but implicated
and later imprisoned the Bengali leader, Mujibur Rehman, in December 1967
in the famous !Agartala Conspiracy'. He was accused of conspiring with the
Indian government for the creation of an independent state. Although the
government could not finally prove the charges and the case was based on
flimsy evidence,” it deepened the divide between the government and the
Bengali leadership and populace.

It was in these circumstances that Yahya Khan took charge of the country
in 1969. However, there was no substantive change in Islamabad's policies
regarding East Pakistan, which resulted in further estrangement between the
two wings. It was the war with India that proved to be the last nail in the coffin
of an united Pakistan.

The end of the war in December 1971 brought about domestic political

change in Pakistan, which had an impact on the growth of Milbus. Zulfigar All
Bhutto, who became the first popularly elected prime minister, did not
encourage the military's political or financial autonomy. He tried to dilute the
financial autonomy of the armed forces through challenging the military's
authority to distribute certain perks and privileges. For instance, he took away
some of the land that had been given to military personnel as part of his land
reforms exercise.®® Moreover, he did not encourage the opening of other
welfare foundations, and the third one was not established until after Bhutto's
fall in July 1977.
Bhutto viewed the armed forces primarily as a policy instrument, and therefore
he used them for carrying out developmental work, such as developing a
communications network in Azad Jammu, Kashmir and the northern areas. The
creation of the Special Communications Organization (SCO) in 1976 basically
aimed at using the military's development potential rather than giving the
organization extra authority. Bhutto clearly had no desire to make the military
autonomous or to support any activities that enhanced its independence from
civilian institutions, or indeed from himself. However, Bhutto failed to put life
into his plans to curtail the power of the armed forces. Like Dr Faustus, he was
divided between two urges: to bring about a new sociopolitical system that
would empower the masses and democratic institutions, and to acquire
absolute power for himself. He ultimately gave in to the latter desire, which
inadvertently led him to strengthen the political power of the armed forces. As
a consequence the military removed him from power in 1977 and assassinated
him in 1979. Ultimately, Bhutto's flawed politics and the GHQ's interests
brought the military back to power. The end of Bhutto was the end of an era of
restraint of the military's political and financial autonomy. The years discussed
in this chapter represent an initial phase of the military tasting direct power for
the first time, but they also represent more than that. Like the ruler-type
militaries of Latin America, Pakistan's armed forces viewed themselves as
the
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primary institution responsible for the integrity of the state and its socio-
economic development. This particular understanding was also reflected in the
nature of their economic exploitation. Most of the industrial projects were
undertaken as a contribution to national development and the welfare of
military personnel.

However, certain other activities such as the exploitation of land resources
were driven by the military's perception of itself as an autonomous strategic
national saviour with the right to appropriate any amount of national resources
for the betterment of its members. Pakistan's Milbus belied the self-righteous
streak of the military's senior management. Land and other resources or
foreign aid could be utilized for the betterment of military personnel since they
were more responsible than any other political or civil society player. This was
also the period when the economic predatoriness of senior officers of the
armed forces began, and this trend increased in the ensuing years.
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6 Expansion of Milbus,
1977-2005

One of the lessons that the generals learnt from civilian rule, especially the
years under Bhutto, was that the army could not leave national governance in
its entirety to politicians. Even though Bhutto had failed to strengthen
democracy and establish the dominance of civilian institutions, he had posed
challenges to the military's authority and autonomy. Consequently, Zia ul
Hag's regime sought to re-establish both the dominance and the autonomy of
the armed forces. During the years under study, the senior generals acquired
the political power that allowed them to engage in predatory financial
acquisition. The economic power, in turn, is what deepened their appetite for
political power. The growth of Milbus during the period under study marks the
GHQ's efforts to re-establish the military's financial autonomy, and also shows
how senior generals used their greater power to manipulate resources for their
personal advantage. Milbus emerged as a parallel economy that transformed
the armed forces into a dominant economic actor. The enhancement of the
military's financial autonomy was not a coincidence. It was an outcome of the
army's efforts during this period to carve out a permanent role for the
organization in managing the state. The various legal and constitutional
provisions introduced during ten years of Zia ul Hag's rule and consolidated by
the Musharraf regime transformed the military from a tool for policy
implementation to an equal partner in policy making. The political
governments had their own ulterior motives in turning a blind eye to the
defence force's growing economic power. The political autonomy, combined
with the economic independence that was sought through enhancing the
military's capacity for financial exploitation, turned the military fraternity into
an independent class. This chapter analyses the growth of Milbus and its
contribution to strengthening the senior echelons of the military, and bolstering
their intention to remain powerful.

RE-ESTABLISHING FINANCIAL AUTONOMY, 1977-88

These ten years cover the period of Zia ul Hag's rule, which ended in August
1988 with his death in a mysterious plane crash. The military dictator brought
the army back to power. The military's expansion in the economic sphere was
a corollary of the organization's political control.

This was the period when a number of new provisions were introduced to
expand the military's share in the economy. These included steps to benefit
both the military organizationally and individual officers. During these years
there was major infrastructural and sectoral expansion of Milbus. While the
various welfare foundations started new industrial projects, they also expanded
into new areas of business activity: what is referred to here
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as sectoral expansion. The growth of the militaryls economic interests coin-
cided with the organization's return to power. The dominance of the state
provided the GHQ with an opportunity to exploit resources and enhance the
military's financial autonomy.

The link between political control and economic exploitation by the military
can be observed in other places as well, such as Turkey and Central America.
An expert on the political economy of military business in Central America,
Kevin Casas Zamora, believes that the growth of the military's commercial
activities in this region was 'a consequence of the region's longstanding
tradition of military dominance over the body politic’." Commenting on
Turkish politics, William Hale observed that when they assumed power in
1960 and 1980, the armed forces seized the opportunity to secure increased
salaries and fringe benefits for the officer corps. However, he ruled out any
suggestion that the military's political intervention was caused by the
organization's financial stakes. According to Hale, 'the historical record
indicates that corporate interests [commercial stakes] have almost certainly
been less important than other political and social concerns'.? However, Hale's
analysis did not take into account the linkage between the Turkish military's
financial autonomy and its political power. The financial and political
autonomy of the armed forces are interrelated in a vicious circle, as will be
demonstrated in this chapter. While political power is a prerequisite for the
military's exploitation of national resources, the armed forces' financial
autonomy deepens its interest in retaining control of the state. This observation
can be applied to Pakistan, where political power determined the intensification
of the corporate interests of the officer cadre, as demonstrated in their financial
perks and privileges.

Pakistan's military disagrees with this analysis. Most of the 40 senior
Pakistani military officers interviewed for the present study, some of whom
had served or were serving in responsible civilian positions in the Musharraf
regime, denied that economic interests had caused the military to intervene, or
had any link with its political power. They believed that the armed forces took
control of the state to save it from irresponsible politicians, and that the
economic activities were not at all linked to the organization's political
strength. There were, in fact, no politics behind the commercial ventures,
which were purely to provide for the welfare of military personnel and add to
the economic well-being of the nation.

For example, the governor of the Punjab, Lt.-General (rtd) Khaled
Magbool's response to a question about the politics of the military's economy
was, 'have we [the military] deprived anyone of economic resources? Why
should there be any objection to these commercial ventures when all that the
military is doing is adding to the overall advantage of the country?”
Interestingly, the 'institutional memory' of the armed forces that Admiral Saeed
Mohammad Khan* talked about does not include any analysis of the larger
impact of the military's internal economy. The admiral's mention of
'institutional memory' refers to the professional norms and ethos of the armed
forces and its internal cohesion.

There are dissenting views about the benign nature of Milbus, and not
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all military officers agree that the commercial ventures of the armed forces
serve the purpose of welfare. Col. (rtd) Bakhtiar Khan, who manages one of
the Defence Housing Authority (DHA) clubs in Karachi, protested against the
notion that the commercial ventures provided welfare for the soldiers. He was
of the view that the military's internal economy served the interests of senior
generals, and the soldiers barely got anything. He emphasized the fact that "all
policies made at the GHQ are not good for all ranks and the commercial
ventures basically represent the greed of senior officers'.”

Under Zia, Milbus, which had taken a back seat under Bhutto, started
expanding again with greater vigour. The economic activities were
commensurate with the army coming back to power in full force. Zia sought
legitimacy by partnering with the religious elite, the landed-feudal class and
the business elite. He reversed Bhutto's policy of nationalization of key sectors
such as business, industry and education. The privatization policy was meant to
strengthen private entrepreneurs and overall economic conditions in the
country. The military regime's attitude to politics and civil society was like that
of any bureaucratic-authoritarian regime, which abandons democratic norms
and principles to ‘promote an authoritarian political system that will (it is
believed) facilitate more effective performance by the role-incumbents'.®

The military was one of the beneficiaries of Zia's drive for economic
growth. He took measures to establish the military's financial autonomy, and
made himself popular among his main constituency, the armed forces, by
empowering the senior commanders. He was conscious of the importance of
keeping his generals happy and satisfied. He allowed his corps commanders to
operate secret 'regimental' funds. These were special secret funds at the
disposal of commanders, who had complete control over the flow of resources
from and to this special budget.

The regimental fund is like a black hole, where resources are sucked in
with little accountability. The funds drew upon two sources of input: transfer
from the defence budget to be used for classified projects, and money earned
through opening smaller ventures, which are categorized in this study as
cooperatives. There is no accountability for these funds, nor are there proper
checks and balances to ensure that they are used for operational purposes or
welfare needs, and not for the personal benefit of the commander or other
senior officers. Sources talked about senior commanders using these funds for
renovating their accommodation, and on projects meant for the comfort of their
own families rather than betterment of the soldiers.

The individual powers of the senior commanders were further dispersed at
the divisional and unit level. The divisional and unit commanders were also
allowed to start small business ventures and retain funds under the budgetary
heading of welfare. The cooperatives were part of the larger policy of giving
financial autonomy to the armed forces. The sacking of Prime Minister
Mohammad Khan Junejo's regime in early 1988 was partly because of Zia's
discomfort with the political leader questioning the perks of senior officers.
Although he was a premier hand-picked by the military dictator, Junejo had
publicly announced his intention to put
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generals in smaller and locally made Suzuki cars rather than the imported cars
they normally used. In addition, his order to hold an inquiry into the 'Ojhri’
camp disaster invoked the wrath of Zia, who sacked his government on
charges of corruption.

The dismissal of Junejo's government and that of subsequent regimes
indicates a dichotomy in the military's approach to corruption. According to
the editor of the English-language newspaper Daily Times, Najam Sethi, 'the
military bends the rules and make their own rules so that no one can call it
corruption. When politicians do the same it is called corruption."” In the case of
the management of regimental funds, the senior generals do not consider that
they are mishandled.

The special financial power of individual commanders could not be
questioned by the government's prescribed mechanism of accountability. The
army's top leadership has repeatedly defended its ‘right' not to be questioned by
parliament or the public regarding its working or how it spends its funds. In
fact, officers get extremely annoyed at any suggestion that the armed forces
lack accountability: they consider them to be ‘cleaner' than the public or
private sector. The military not only considers itself above board, it also
attaches high value to its own standards. For instance, the head of the Institute
of Regional Studies, Maj.-General (rtd) Jamsheed Ayaz Khan, is of the view
that the military's system of accountability is foolproof.? The general's claim is
not supported by some senior members of the government's primary audit
agency, the Department of the Auditor-General of Pakistan. According to one
officer of the department, 'the regimental funds are not auditable and the
method of "feeding” these funds is very shady".’

As was mentioned earlier, the Zia regime was interested in empowering
the military institution, and as a result it engaged in promoting within the
military institution the sense of being an independent class with an unique
political capacity, which was therefore justified in gaining greater perks and
privileges. Lt.-General (rtd) Faiz Ali Chishti categorized the commercial
ventures, and the system of perks and privileges, as a case of ‘favouritism and
nepotism'.’ Efforts were made to develop infrastructures primarily for the
benefit of the military fraternity such as a separate schooling system for the
children of armed forces personnel. In 1977, the GHQ decided to develop its
own schools inside army cantonments.** The idea was to provide a better-
quality education for the children of military personnel.

The army's schools are part of the elite system of education in the country,
which can be found in the civilian sector as well. According to Tariq Rahman,
these educational institutions use English as the language of instruction, and
provide a chance for social mobility that ordinary government-run schools do
not.*? Pakistan's educational system is designed as an ‘elite' versus a 'non-elite!
system. Being part of the elite group with ample political muscle, the army
could buy quality education for itself. A good schooling and college system
also fed into the army's requirement for personnel. A number of officers'
children trained at these elite schools would eventually join the service.

Entry to the army-run schools was restricted to children of army officers.
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Although there was no legal bar on the entry of the children of junior
commissioned officers (JCOs) and non-commissioned officers (NCOs) to
these schools; it is mainly the children of senior officers who attend them. In
some cases, the social class differentiation between the officer corps and the
soldiers is prominent. For instance, the Pakistan Navy (PN) has different
schools for the children of sailors. This internal social differentiation inadver-
tently apes the stratification found in other classes as well. However, the
educational facilities are presented by military officers as an example of what
their spokesman, Maj .-General Shaukat Sultan, described as the military's
capacity to run institutions and systems more efficiently®?

The argument about the military's greater efficiency was also used for
establishing other organizations, such as the National Logistics Cell (NLC).
This organization was created in 1978 to deal with a cargo-handling crisis at
Pakistan's only seaport, in Karachi. According to a letter issued by the office of
the chief martial law administrator (that is, Zia ul Haq); there was a threat of a
crisis because of a shortage in the supply of essential goods. The scare was that
inefficient management at the seaport had increased the time taken to dock and
unload cargo and other ships to such a degree that there could be a serious
shortage of wheat in the country. The poor management at the Karachi port
cost the government US$14.3 million in demurrage to foreign shippers.**

The response of Lt.-General (rtd) Saeed Qadir, who was then the quar-
termaster-general (QMG), was to establish an independent set-up that could be
run through the army with the minimum of involvement of civilians - which, it
was argued, would minimize corruption and inefficiencies. The NLC is now
involved in multiple activities such as transportation and the construction of
roads and bridges. The management claim to have improved conditions
tremendously at the Karachi port. This assertion is borne out by the data given
in Table 6.1.

NLC's higher share of cargo transport shows the role that the organization
played in the transportation of goods. However, others contest the NLC's
claims. In fact, officers of the Railways Department complained about the

Table 6.1 Comparative capacity for cargo transport, 1995-2000

%of Private %of %of
NLC total transport total Railways total
Year (tons) cargo (tons) cargo (tons) cargo

1995-6 711,770 52.86 407,053 30.23 227,688 16.91
1996-7 819,210 52.52 460,901 29.55 279451 17.92

1997-8 666,559  64.00 472,387 34.00 72,289 2.00
1998-9 511,667 33.00 911,946 59.00 123,629 8.00
1999-2000 215,766  20.00 839,952 77.00 39,839 3.00

Source: NLC HQs Report.
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NLC hijacking their business.’> They were of the view that the military's
transport company used its influence to secure a major chunk of the transport
business. It is apparent from Table 6.1 that the railways' share did reduce
dramatically after 1997-8. The military regime built and strengthened its own
organization instead of revitalizing the Pakistan Railways, which had, until the
creation of the military transport company, been the main cargo transporter in
the country. The creation of the NLC was not a case of privatizing cargo
transport but of shifting work from one public-sector institution to another, and
hence creating a duplication of efforts.

The company also built wheat storage centres, a task that was part of its
original mandate. Its stated profit from 1990-1 to 1999-2000 was approx-
imately Rs.954.9 million (US$16.46 million).® One former army chief, Mirza
Aslam Beg, claimed that these profits are evidence of the NLC's efficiency.
The general was of the view that the NLC and the FWO are not part of the
military, but because they are manned by military personnel and do not have a
civilian character, they are far more productive than private-sector
organizations.!” However, the NLC's supposed profitability is not necessarily a
result of greater efficiency: it is linked with its ability to capitalize on its
association with the army to get government contracts and to push out its
private-sector competitors. The NLC enjoys greater advantage in securing
contracts than any other private or public-sector transport company. Its
connection with the army has cushioned it from overall competition in the
market. For instance, the land provided for its sites in various parts of the
country is state land, a facility that gives it a major advantage over private-
sector organizations. NLC vehicles also do not face the checks and controls
that an ordinary transportation company is likely to encounter at the hands of
customs, police and other authorities. The private-sector transporters have to
carry the cost of corruption by these officials, and the NLC does not. Under
Zia, the defence forces also began to expand their financial power for the
benefit of their members, especially the senior echelons. It must be reiterated
that the military's economic empire underwent a vertical and horizontal
expansion commensurate with its political power. This expansion manifested
itself in three forms. First, the regime granted greater benefits to individual
members of the fraternity, rewarding them with rural and urban land. Second,
as mentioned earlier, numerous cooperative ventures were started to establish
the military's financial independence. Third, the subsidiaries were allowed to
expand their business operations at the risk of penetrating most segments of the
economy and the society. The establishment of two other welfare foundations,
one by the Pakistan Air Force (PAF) (the Shaheen Foundation, SF) and the
other by the PN (the Bahria Foundation, BF) represented part of the horizontal
expansion.

The SF was created in 1977."® It was established on the same principles as
the AWT: that is, using pension funds for investment in business and industrial
projects. Apparently, the PAF's high command wanted to create greater
welfare opportunities for its members. The service had a small share of the
welfare resources and jobs in the FF, and its 5 per cent share in FF projects was
not considered sufficient to accommodate ex-PAF personnel or provide
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welfare facilities. However, the expansion replicated the inter-services rivalry
that could be observed in the distribution of the defence budget between the
three services, and in arms procurement (see Figure 6.1).

The PAF's example was soon followed by the PN, which lost no time in
establishing the BF in January 1982."¥ There was no justification for the navy's
independent set-up other than inter-services competition. There had not been
any major personnel layoffs after 1971 war to precipitate this development.
The service's personnel were limited in number in any case: it was the least
significant of the three armed services in the national military-strategic plans.
The country's defence plans do consider a potential naval blockade of the main
seaport at Karachi, as happened during the 1971 war, but the plans remain
oriented towards fighting a land battle rather than a long-drawn-out skirmish
where sea power would make a difference.”

The former naval chief, Admiral Tariqg Kamal Khan, claimed he opposed
the idea of establishing the foundation, and wanted to close it down during his
tenure as the service chief (1983-6) because the senior officers of the PN spent
about 40 per cent of their time during meetings of the principal staff officers
(PSOs) on discussing the foundation. However, he could not do so because of
'the hue and cry raised at such a suggestion'?’ The senior commanders
obviously did not want to surrender an opportunity for economic
empowerment.

The BF used the same management concept as the AWT and the SF. It
used welfare resources for investment in business and industrial projects,
rather than opening hospitals, schools and the like. Like those of the other
foundations, BF's ventures were run by retired military personnel. This

Inter-services
organizations
6%

Army

7 81%

Defence
production

./

9% PAF
16%

Figure 6.1 Division of the defence budget
Source: Siddiga-Agha (2001, p. 83).
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peculiar staff induction principle did not make these institutions private-sector
operations, as is claimed by most armed forces personnel. In most cases
appointments to the welfare foundations were made when officers reached the
tail end of their careers in the military, making the jobs an extension of their
careers rather than employment in the private sector. In any case, as was
pointed out by Lt.-General (rtd) Talat Masood, Zia used the top positions in the
foundations to reward officers for their exceptional obedience to him, or to
sideline those who posed a potential threat to him or to his system.?

The system of appointments in the foundations, and in other public sector
organizations and government departments, especially at senior positions, was
subject to the pleasure of the service chiefs. Employment in the foundations
was part of the system of reward or punishment that the senior management of
the armed forces as principal conferred on their [clients’, almost like a monarch
or a feudal lord, to nurture a sense of comradeship and enforce greater
obedience. Zia, being a pragmatic man, was driven by his sense of personal
survival, and this depended on strengthening the corporate ethos of his
institution. Hence, despite his reputation of being religious-minded, the general
did not discourage corruption or activities that gave the officer cadre
opportunities to gain financial advantage, since this ensured their support.
There were no visible checks on serving or retired senior officers.

The horizontal expansion of the military's economy took the form of an
increase in business operations. The bigger foundations such as the FF and
AWT moved into fertilizer production, which is a consumer-oriented industry
with high demand. The Fauji Fertilizer Company Ltd (FFC) was incorporated
in May 1978. Its first plant was established in 1982 to manufacture urea, at a
cost of Rs.3,300 million (US$56.9 million) with equity of Rs.814 million
(US$14 million). This operation was similar to the jute factory opened in what
was then East Pakistan. Just as jute was the mainstay of the economy in the
country's eastern wing, the western wing's economy was highly dependent on
agriculture.

In the mid-1980s, FF also entered strategic sectors such as oil and gas by
establishing the Mari Gas Company Ltd (MGCL). The FF purchased 40 per
cent of the stakes of the Pak Stanvac Petroleum Project, which made it the
biggest stakeholder in the company. The other shareholders are the Govern-
ment of Pakistan (20 per cent), Oil and Gas Cooperation Ltd (20 per cent) and
the general public (20 per cent).”® The fully paid-up capital is Rs.367.50 million
(US$6.34 million). The FF's 40 per cent shareholding gives it both profit and
management rights over the company, and it appointed a retired It-general as a
director. The company claims to have an authorized capital of Rs.2,500 million
(US$43.1 million), and contributed to providing jobs in Dharki, Sindh, where it
operates the country's second-largest oil field.?*

The claim regarding jobs for local people is, however, contested by people
in Dharki. Reportedly, the local population protested in 1984 that the company
showed a bias in not providing jobs to the residents. The tension between the
people and the company's management escalated into a
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conflict, leading to an unfortunate incident in which the protestors were fired
on, and one woman lost her life.®® The people still complain about not getting
jobs in the company, which exploits local resources. The story is a reminder of
a similar situation which prevailed in Kinshasa, Congo around 1890, where the
king's agents established a system of administration that was ‘chiefly occupied
with the extraction of revenue from the vast territory', especially areas where
ivory was found.”®

The AWT also expanded into other agri-based industries such as the sugar
industry. In 1984 the foundation opened a sugar mill in Badin, Sindh, and rice,
ginning and oil mills, a fish farm and a bicycle manufacturing plant in Lahore,
as well as a hosiery factory in Rawalpindi. According to Lt-General Rizvi, who
was the first head of AWT, the capital for these ventures was found by
borrowing from public-sector banks.?” The intention was to make profits from
industries in high-demand sectors.?® All these projects were eventually closed
because they were not found to be profitable. This could be the result of inept
management rather than the lack of demand for products produced (see
Chapter 9 on the efficiency of the AWT).

Besides its industrial operations, the AWT also acquired land and
established five farms in Sindh and Punjab, totalling about 18,000 acres.
According to Lt.-General (rtd) Moin-u-Din Haider, the army's welfare
foundation was also given 'enemy land' recovered after the 1965 war.”®

It must be noted that although the AWT was established in 1971, it actu-
ally started its operations after 1977. A number of serving officers were posted
to it, especially in the early 1980s.*° From a rehabilitation perspective, the
welfare foundation was an opportunity to give extended employment to
officers. For example, starting from 1984 Maj.-General Rizvi was posted to the
AWT for a period of ten years, along with some other officers." These posts
retained their status as serving officers. These officers clearly were those not
considered suitable for further promotion in the army, but the postings gave
them a chance to draw an income and to retain and perpetuate their formal
links with the army.

Rizvi and the other officers were not formally trained for managing
businesses, but Lt.-General (rtd) Mohammad Amjad claimed, 'if military
officers can run the country, why can't they run business ventures? We are
trained in management.*? Other senior officers also subscribe to this view.
They are of the opinion that senior officers have ample experience of personnel
and materials management during their military careers, and that this gives
them an advantage in running commercial ventures. Lt.-General Qazi, who
became the federal minister for railways, and later education, threw a challenge
by saying, 'show me one business run by any serving or retired military officer
that has failed. Remember that the only time the railways was out of deficit
was when it was run by a general.’® He was referring to his own tenure, but he
did not point out that the railway came out of deficit mainly because of the sale
of its land, which resulted in an injection of capital®*

The system for the appointment of retired military personnel was further
fine-tuned under Zia. It shifted from a policy where officers at the
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tail-end of their military career took these postings: the new approach was to
appoint them to posts in these foundations or similar organizations for a set
period of time immediately after retirement.

The SF and BF followed the example of the two army-controlled foun-
dations in opening their own business ventures. The SF established an
advertising agency in 1977, a knitwear factory in 1981 and an airport service
company in 1982. The concept behind the knitwear business was to benefit
from the PAF's demand for hosiery: it had a large budget for this purpose. So,
to accommodate retired senior personnel and the service at the same time, the
SF management started that this industrial unit that would basically 'recycle’
PAF's resources for the purpose. No assessment was made about the future of
the business, and especially what would happen when the PAF's hosiery
budget was exhausted. Knitwear production for local consumption was soon
terminated, and the business switched to exports, but reportedly with
unimpressive results.

This pattern was also followed by Shaheen Aerotraders, established in
1988 to supply hardware and other required material to the PAF.* Although
the financial details of the company's operations during the 1990s are not
known, in 2000 the SF's management claimed an average annual turnover of
about Rs.40-50 million (US$690,000-852,000).%° This venture was completely
geared to providing for the PAF's needs for spare parts and components. The
business was handy particularly after the imposition of an arms embargo in
1990, when the PAF was forced to acquire spares and components for its US-
built F-16s from the arms market. Creating its own company of course
minimized the involvement of private contractors in such operations.

Other ventures such as Shaheen Airport Services also benefited from
PAF's influence and contacts. The company was set up to provide ground
handling at major international airports in the country. The human resources it
acquired from the PAF, and its influence in getting things done, proved
crucial. Domestic airlines and related business fall under the purview of the
MoD, which is controlled at the top by military officers. The service also
provides the bulk of pilots to the national carrier, Pakistan International
Airlines (PIA).

Meanwhile the BF set up its Falah Trading Company in 1982. The
company supplies stationery and office supplies to government offices,
particularly to agencies with which the navy interacts, such as the Maritime
Security Agency (MSA), Karachi Port Trust (KPT) and the director-general
defence procurement (DGDP). The underlying concept was to set up compa-
nies that could then do business with all those departments controlled by the
MoD. For instance, BF's trading company did business with the KPT (in the
financial year 2002/03) worth Rs.60 million (US$1.03 million).%’

The increase in the military's political and institutional power also
strengthened the paramilitary forces, which saw themselves as akin to the
armed forces mainly because of their connection with the defence establish-
ment. The Pakistan Rangers, which is a border security force, is controlled by
the MoD like the three services of the armed forces. In 1977 the Rangers took
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control of fishing and other resources in four lakes in Sindh. This activity
impinged upon the interests of low-income people from the poor fishing
community in that area.® In this case, strengthening the monitoring of border-
ing areas was used as an excuse to exploit opportunities to generate funds. The
Rangers, which is headed by an army maj.-general, leased out fishing in these
lakes to private contractors at the cost of excluding the local fishing
community and depriving them of their livelihood. Because the Rangers
monopolized the grant of fishing licences, the catch was sold at lower prices
than previously, depriving the community of their rights. This was done in
violation of the provincial government's Fisheries Ordinance 1980.*°

Subsequently the Rangers took control of another 20 lakes in the province,
and this too ultimately led to a conflict between the Rangers and the fishing
community. The intrusion of the Rangers threatened the livelihood of hundreds
of fishermen living in about a dozen big villages and thousands of small
settlements on the 18,000 km coastline of Sindh and Baluchistan.® The bulk of
the expansion, however, took place in the 1990s and after 2000. The expansion
was directly linked with the increase in the number of Rangers personnel in
Sindh. By 2005 there were 11,000 Rangers in the province.** There was hardly
any intervention from the provincial government because it did not dare stand
up to the military. In fact, the federal government, which was called upon for
help by the fishing community, took a position in favour of the Rangers. The
political opposition in the National Assembly was denied the right to discuss
the matter in parliament.*?

The Zia regime will also be remembered for granting greater perks and
privileges to individual officers. Unlike Ayub Khan's regime, which created
institutional mechanisms for granting benefits to the military personnel, Zia
was far more generous in arbitrarily providing economic benefits to his officer
cadre. The difference can be attributed to the fact that the Ayub regime marked
the beginning of the military's entry into the corridors of power, and it was too
early for the top generals to think of establishing the military as an independent
class. Politically, as was shown in Chapter 3, Zia created legal provisions such
as Article 58(2)(b) (an amendment to the 1973 Constitution) to institutionalize
the military's power. Similarly, he made provisions in the economic sphere to
benefit this, his main constituency. Zia spread the net of benefits to include
middle-ranking officers.

The process of institutionalizing benefits to military personnel represents a
vertical expansion of the military's economic empire. One of the examples is
housing for military officers. A scheme was initiated during this period under
which the three services took the responsibility of providing houses to their
personnel after they retired. Nominal deductions from the pay of all officers
were made during service, in return for a house or an apartment which was
handed over before or after retirement. The deduction varies from Rs.200 to
Rs.1,000 (US$3-16) per month.*”® In the army, officers could join the scheme
after ten years of service, with the deductions being made during the remainder
of their service. Later, under General Musharraf, the facility was made
mandatory for all officers.
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This facility, it was hoped, would help individuals to focus more on
professional activities. It was part of the 'social contract’ between the top
management and the officer cadre. Since military personnel, especially those in
the army, are displaced often and have to survive in rigorous conditions,
providing housing would ensure that the officers had greater peace of mind.
Whether it actually enhanced their professionalism is debatable, but it was
definitely a measure by the top management to redefine the extent of the 'rent’
owed by the nation to the officer cadre for providing security.

Interestingly, the primary beneficiaries of this 'social contract' are the
senior officers, and not the (JCOs and other ranks, and their equivalent in
the.PAF and PN, as was pointed out by Col. Bakhtiar Khan.** None of the 27
housing schemes developed by the military on state land catered for the needs
of the non-officer cadre. These housing projects, and the allocation of urban
land to the officer cadre for constructing houses, was, claimed Brig. Al
Tirmazi, a 'scam started by General Zia, which benefited a lot of officers who
used the opportunity to make money, hence, encouraging corruption in the
defence services'.**1 argued in the introduction to this book that the
monopolization of benefits by senior officers is a key feature of Milbus, which
suited the elitist nature of the Pakistan military's officer cadre. The character of
Milbus had much in common with the elitist nature of Pakistan's politics and
socioeconomics.

An editorial in a Pakistani English-language newspaper, The Nation,
claimed that during Zia's regime some senior officers acquired unexplained
resources, which it was rumoured were linked with heroin smuggling during
the Afghan war.*® Although the editorial used the word ‘rumour’, it is a fact
that the officer cadre of the armed forces became more affluent during the Zia
years than in the preceding years.

The use of state land for constructing housing schemes also encouraged
the military's subsidiaries to branch into real estate development. This refers to
the BF's housing scheme, started in 1986. Although this was not a new trend -
the army already had its DHA schemes - the BF scheme made it clear that the
military establishment would promote land development by the welfare
groups. The fundamental concept was simple, and was not restricted to the
armed forces: other groups including branches of the civil service and the
judiciary also indulged in land development. The groups raised money that was
invested in purchasing land and the development of housing. The significant
issue is that influence and authority were used to acquire the land cheaply and
sell it at a good profit. The military was the greatest beneficiary mainly
because of the greater confidence it could command from people investing in
the schemes. The benefits given to military personnel also included agricultural
land, which was distributed to both officers and soldiers from the three
services. However, ordinary soldiers got less land and were not provided with
the subsidies that were available for the senior officers (see details in Chapter
7).

Other facilities given to senior officers included permission to import
luxury cars without paying any customs duty. From 1977 to 1997 approxi-
mately 43 senior-ranking officers benefited from this scheme. This included 27
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army, 10 navy and 6 air force officers, all above the rank of brigadier.*’ In addi-
tion, 115 military officers were re-employed in the public sector on contract.
This included 18 ambassadors, a sizeable proportion of the total of 42 ambas-
sadors posted abroad.”® Clearly, the institutionalizing of perks was mainly
concentrated in the officer cadre. The increase in the military's political power
resulted in greater economic predatoriness by the higher echelons of the armed
forces. They used political influence to grab greater opportunities for them-
selves, and this trend increased with time. These perks and privileges can all be
seen as a part of Milbus, and signify the military's financial autonomy.

As well as the military's autonomy, the other explanation for these trends
is that the members of the military fraternity were natural beneficiaries of Zia's
overall economic liberalization policy. Zia wanted economic progress, which
he aimed to achieve by reversing Bhutto's business and industrial
nationalization policy. While he brought the private sector on board with his
privatization agenda, the military-business complex also became a partner in
furthering the privatization goals. The situation in Pakistan was similar to that
in Turkey during the 1960s. The Turkish armed forces benefited from Prime
Minister Suleyman Demirel's efforts to reduce the role of the public sector
through encouraging the private sector. In 1961, the regime established the
Armed Forces Mutual Assistance Fund, popularly known as OYAK.
According to this approach, a 10 per cent deduction was made from the salaries
of military personnel and civilian employees of the MoD for investment in
profit-making ventures.*® While in Turkey it was the civilian regime that
initiated the economic integration between itself and the army, in Pakistan's
case it was the army that provided opportunities to the civilian private sector,
and in the process of this integration benefited itself.

CIVILIAN-MILITARY POLITICO-ECONOMIC INTEGRATION,
1988-99

Democracy was restored in Pakistan after Zia's death in August 1988. The
years after Zia, however, did not witness a reduction in the military's economic
stakes. In fact, the commercial network expanded as a result of the efforts of
successive civilian governments to work out a detente with the army. The
killing of an elected prime minister by the Zia regime indicated the military's
immense power, and provided a warning that the politicians must not question
the organization's interests. The twice-elected regimes of Benazir Bhutto
(1988-90, 1993-6) and Nawaz Sharif (1990-3, 1997-9) tried to appease the
army generals through providing greater economic opportunities. According to
Nawaz Sharif's finance minister, Sirtaj Aziz, 'for us [the Sharif government]
the main challenge was reducing the military's political strength. Had we
begun to curb their financial interests as well, it would have had an immediate
reaction from the armed forces.”™ The perks and privileges of the military were
considered as a vital part of the military's corporate interests. Challenging
these, it was understood, would be tantamount to questioning the authority of
the generals.”
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Most governments used the economic rewards for the military to buy time,
as the former speaker of the National Assembly, Elahi Buksh Soomro,
explained. Milbus was an area that no government wanted to touch. Soomro
claimed that he tried to draw the attention of President Ishag Khan to the
military's bourgeoning economic empire, but was told that 'the issue was like a
"beehive™ that shouldn't be touched. The military is too powerful an agency
and we [the politicians] will get stuck [if we press the issue]!®* Although
Benazir Bhutto denied that she ever tried to ignore the issue,”® in a two-hour
interview on the subject she tended to evade the question about whether she
used economic opportunities as sweeteners for the generals. However, one of
the prominent leaders of her party, Shah Mehmood Qureshi, who is also a
member of the National Assembly elected in 2002, confessed that "all civilian
governments ignored Milbus or provided economic opportunities to placate the
military".>*

The fact is that despite transferring power to civilian leadership in 1988,
the army continued to be a powerful player in politics, and no government
dared to challenge its core interests. The political changes that took place in
1988 were essentially superficial. In November 1988 power was transferred to
Benazir Bhutto because, according to the then army chief, General Mirza
Aslam Beg, he (Beg) was one of the greatest proponents of democracy. He
argued that he had done a great service to the country by not taking over the
reins of government and instead transferring power to the civilian regime. He
further claimed to be different from his predecessor, Zia, in not wanting to
perpetuate the military's control of politics.™

The fact, however, is that Beg could not have taken over power soon after
Zia's death in 1988. There are three explanations for this. First, by 1988 the
international environment did not support a continuation of the military regime
in Pakistan. Second, the domestic political conditions did not support its
extension either. Third., as was explained by the former naval chief, Fasih
Bokhari, Beg did not have 'ownership' of the army despite being the service
chief.®® By this, Bokhari means an army chief's confidence that he can carry
the entire service with him, should he for instance carry out a coup. General
Beg was certainly no proponent of democracy, since he was involved in
destabilizing Benazir Bhutto's first regime. In any case, an unstable democracy
was part of Zia's legacy. The Eighth Amendment to the 1973 Constitution had
empowered the president to dismiss the parliament. This power was used
repeatedly during the 1990s to sack governments. The average time served by
each regime was about two years, during which the political leadership tried a
number of ways to manipulate and influence the armed forces. Providing
incentives for military business was seen as one of the methods for a regime to
keep the military on its side.

The private sector appeared equally lax in challenging the military's entry
into business, for two reasons. First, the private entrepreneurs were used to the
nature of the country's political economy, which was semi-authoritarian and
where benefits could be gained through aligning with powerful groups
including the armed forces. In fact, the military along with the civilian leaders
exacerbated the problem of crony capitalism, in which
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big private-sector groups benefit as a result of their loyalty to those who
control the national resources. Economic progress is achieved not through
adhering to democratic principles or the concept of a free-market economy, but
through a concentration of wealth and opportunities in the hands of a few. One
result is that the value of material assets is not disclosed.

According to a news report published in The Nation in 2000, Pakistan's
underground or black economy was calculated at three times the size of the
official economy. Including income from the black economy would have
boosted per capita income from US$480 to US$1,700 (Rs.27,840 to
Rs.98,600).>” This was also admitted by the interior minister, Lt.-General (rtd)
Moin-u-Din Haider, according to whom the country was losing Rs.100 billion
(US$ 1.72 billion) per year as a result of smuggling.”® The black economy is
part of the overall economic structure, which protects the interests of a select
group of people. The military, which has always claimed to curb corruption,
ultimately fail to do so because of its efforts to build partnerships with
politicians and select civil society groups.

Second, private entrepreneurs have always depended on the government
for profit-making opportunities, which discourages them from questioning any
source of authority in the country. Given the fact that the military represents
one of the most politically powerful elements in the country, and has returned
to the seat of power on a regular basis, it is not logical for private entrepreneurs
to challenge the organization's interests. In this semi-authoritarian
environment, the private sector resorts to a Machiavellian technique for
survival: cooperating with those in authority where it is necessary, and
deviating from the rules to compensate for the fact that they are not playing on
a level field, without overtly complaining about the lack of fairness of the
system.

The director of the Crescent Group of Industries, Tariq Shaffee, pointed
out that the military considers the private sector to be crooked,> but does not
seem to appreciate that it does not help by ensuring fairness. For instance, as
another prominent entrepreneur, Razzak Tabba, pointed out, the FF fertilizer
plants get natural gas at concessionary rates. He added that the military
foundations get more government support, which helps them get things done
faster than the private sector.®® This is not a random complaint of a hard-done®
by businessman, but a fact backed by evidence. For example, the government
provided subsidies worth Rs.1.5, 1.2 and 1.1 billion (US$25.86 million, 20.69
rnillion and 18.97 million) to the FF in 2004}, 2005 and 2006 respectively.®® It
is noteworthy that no private-sector business group received this kind of
support.

As a result of all this, Milbus grew exponentially during the period from
1988 to 1999. However, it grew more horizontally than vertically, because the
vertical expansion had already taken place in the preceding period. Benefits
were provided for individual members of the armed forces in the form of new
housing schemes, and these were expanded to medium-sized towns, such as in
Jhelum in Punjab. The civilian regimes also provided greater business
opportunities to the military's public-sector organizations such as the NLC and
FWO. The Sharif government was
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known for giving major road construction contracts to both these military
companies. According to Sharif's commerce minister, Ishaq Dar, projects were
given to the military companies to make use of their idle capacity.®” Others
believe that the Punjab chief minister, Shahbaz Sharif, was taking a pragmatic
approach to utilizing an efficient organization to improve the road
infrastructure in his province and in the provincial capital.®® The younger
Sharif brother was known as a good manager who wanted to put things in
order. The Highways Department was rife with corruption and malpractice,
and Sharif did not want to waste resources in his development programme.

Interestingly, Sharif did not try to prop up the civilian institutions to make
them perform the task better, but the civilian government did make extra
efforts to strengthen the military companies. For instance, in 1999 the NLC
was given a contract to carry out toll collection and maintenance on the N-5 or
Grand Trunk Road, in an effort to increase the company's revenue, which had
decreased because of a cut in its budget by the government. It faced a deficit of
Rs.4 billion (US$ 69 million) for the financial year 1999/2000, and this work
was given it to enable it to meet its obligations.** NLC's sister concern, the
FWO, was given the management of one of the main highways from Sukkur
(Sindh Province) to Lahore (Punjab Province). The FWO was authorized to
raise money by charging private-sector companies for installing billboards
along the highway.®

As these cases demonstrate, the government was a party to allowing the
two military companies to monopolize road transport and construction. As
Admiral Fasih Bokhari said, this !destroyed the construction giants like
Macdonald Layton Costain, Gammons and others'.®® More importantly, the
civilian government allowed the military-controlled companies to replace
public-sector departments. This is perhaps what made a prominent Pakistani
analyst, Hassan-Askari Rizvi, claim that 'in Pakistan the military is the state'.®’

Shanbaz Sharif's attitude to the NLC and FWO was reflective of a state of
surrender by the civilian governments, in viewing the military as an alternative
institution better poised to carry out development programmes. This 'passing
the buck! from civil to military bodies for development work was done in the
belief that the military could perform better than the civilians. It is even more
intriguing that the political leadership did not raise any voice against the
conduct of Milbus. This was because, as one of the top leaders of the PPP,
Nisar Khuhro, explained, military companies competed with others in the
private sector and got the contracts on merit.®® However, it is not clear whether
he genuinely believed this, or was simply trying to divert attention from
Benazir Bhutto and her alleged involvement with the SF. The prime minister
was accused of being involved with the SF's radio and television channel
project.®®

The most noticeable expansion of Milbus was at the level of the
subsidiaries, which enhanced their operations to include newer areas of
business activity such as banking, finance and insurance, real estate, travel, IT,
the energy sector and education. Projects were planned that
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could benefit individual officers as well as the organization as a whole. The
expansion of business activities was partly a result of internal pressure on
serving generals from retired officers who wanted greater job opportunities.
This interest expressed itself in multiple ways, ranging from a continuation of
the facilities and prerogatives introduced by the Zia regime to expansion into
newer fields of commercial activity and greater dispersion of control.

Commanders showed greater autonomy in selecting commercial ventures.
Senior officers were also given greater opportunity to select and establish
projects on which they could work for three to five years after their retirement
from active duty. Appointments in the welfare foundations and their related
businesses were seen as easing an officer back into civilian life. Although not
all personnel consider these foundations as the main opportunity for
employment the senior staff tend to view them as a good opening in the
commercial sector. The jobs are much sought after, especially at the senior
level, because the environment in these organizations is closer to the military
environment than anywhere else in the private sector. The discipline in the
organizations is similar to that of the forces, so they might not be extremely
successful corporate ventures but they are known for greater order than is
typically found in the private sector. Senior generals find it comfortable to
work in these organizations, and a three-year job in one of the foundations
saves them from the immediate shock of working in the private sector or under
a purely civilian administration.” These concerns, of course, are taken on
board while making the decision whether or not to establish or expand the
military's business ventures. For instance, in order to accommodate helicopter
pilots from the service, who otherwise would not have got a job in the private
sector,” the army established Askari Aviation in the early 1990s. The company
employs five to six helicopter pilots from the service.”

A prominent parliamentarian, M. P. Bhandara, explained the expansion of
the military's economy as the armed forces 'moving by stealth' into having their
‘ears and eyes in all important sectors of the economy and the state’”* This
movement, he added, 'made the military into a "corporate state", like Japan'.”
The Pakistan armed forces had by now mutated into a parent-guardian type
that would use its muscle to penetrate all segments of the society and economy.
As mentioned earlier, there were no resistance from the civilian governments,
which not only continued to support these activities, but also did not attend to
the issue of correcting the balance between defence and development.
Expenditure on defence and all economic interests were part of the
prerogatives on which the armed forces were not willing to negotiate during a
period when they were not in the forefront in running the country.

The blatant use of intelligence agencies to manipulate the overthrow and
change in governments had left civilian governments too insecure to challenge
the military's involvement in business. However, the blatant neglect of the
military's increasing financial autonomy can also be explained as part of the
detente between the civilian governments and the
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military. The political leadership, especially the successive ruling parties,
represented the dominant elite who had also befitted from the gradual process
of liberalization of the economy. Nawaz Sharif, in particular, was a product of
Zia's military rule. The prime minister was not averse to the expansion of the
military's business complex. Hence, he did not question the financial autonomy
of the armed forces, except for taking some measures on the advice of his
financial team, such as putting an end to the tax breaks of the three
foundations, the AWT, SF and BR

Although there was variation in the percentage paid by each organization/®
the fact is that the foundations did not resist the imposition of tax. The tax
break was a major distortion that was amicably renegotiated during Nawaz
Sharif's regime. However, the abolition of this tax break did not apply to
individual benefits. For example, military officers continued to enjoy tax
breaks on urban and rural properties. It is only civilians who pay taxes while
living in a defence housing scheme or cantonment.

In 1999, the Sharif regime also suggested restructuring the AWT, an idea
that was finally ignored by the GHQ.The army was far too powerful and
autonomous to need to follow a suggestion to downsize its economic empire.
In any case, the change of government in October 1999 did not allow the
opportunity to negotiate a restructure.

The expansion of Milbus, especially at the level of the subsidiaries,
followed three strands:

» establishing ventures that could draw upon the resources of the armed
forces

e setting up major import-substituting industrial units producing items with
high consumer demand

» starting ventures that brought greater dividends for individual officers.

This period is also known for military bureaucrats turned businesspeople in the
foundations becoming bolder in entering new areas of operation, such as
banking, investment and insurance. Key projects are the Askari Commercial
Bank, Askari Leasing, Askari General Insurance, Askari Commercial and
Shaheen Insurance. The establishment of the AWTs bank in 1992 was certainly
a major development. Nawaz Sharif's finance minister, Sirtaj Aziz, said that the
bank was General Mirza Aslam Beg's idea. He had come to the minister with
the plea that 'the military needed a bank to help the soldiers invest their welfare
funds that they would risk wasting otherwise'.”” The bank grew into a major
private-sector bank during the 1990s. Compared with other private-sector
banks, its record was impressive. Run fairly conservatively, the bank could
boast a good reputation, and fairly stable total assets and numbers of
customers. In December 2002, for instance, its declared total assets were
approximately Rs.70 billion (US$1,207 million approx.) and it had 250,000
banking customers. In 2004, its non-performing loans (NPL) were about 4
percent of the total NPL of private-sector banks: This performance cannot
necessarily be attributed to good planning. The Askari Bank is a fairly
conservative bank, and like other commercial
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banks in the country, it made money through investing in the stock market
rather than innovative investment. The leasing and insurance companies owned
by the AWT also boast a good turnover thanks to the support provided by
Askari Bank. Other banks could not guarantee such high dividends. However,
three key factors ensured that the Askari Bank performed well. First, because
of the bank's association with the army, most civilians who sought loans were
too afraid to default on them. This was different from other public and private-
sector banks. Second, the army provided it with financial cover, and finally, it
had the confidence of an impressive clientele in the form of the armed forces.

An important question, however, is that why the army thought of entering
the banking sector. Experts like Peter Lock are of the notion that it is natural
for militaries to enter the banking sector, especially for money-laundering. This
comment is based on the observation of similar practices in Latin America.”
The timing of the establishment of the bank was certainly critical: the early
1990s was a time when rumours were afloat of a lot of drug and corruption-
related money in the financial markets. The ballooning of the black market had,
in fact, started under Zia and continued through the 1990s. In his book
Whiteout, Alexander Cockbum, a columnist for the New York Times, accused a
senior general of Zia's army, General Fazle Hag, who was also the governor of
the NWFP; of being part of the drugs trafficking racket. According to the
author, opium trucked from Afghanistan into Pakistan was sold to Fazle Hag
for further refinement into heroin.” Another story appeared in 1997 about the
arrest of a PAF officer in New York on charges of heroin smuggling. The story
indicated that the officer and his accomplices had used a PAF transport
aircraft.®® It is not known whether those involved in such activities used
institutional sources for moving black funds to and from Pakistan. What is
certain, however, is that the Askari Bank signified the army's financial
autonomy, as in other countries such as Thailand where a powerful military
operates a bank as well.

The Askari Bank has been a source of support for other businesses,
especially in the finance sector, including SF's insurance business. This
company was founded in 1995 in partnership with a South African insurance
company, Hollard Insurance Ltd. A partnership deal was finally worked out in
1997, with Hollard owning 30 per cent of the shares in the operation. The
South African company was, however, disappointed by the results. Its
management considered corruption a big problem which dampened the
prospects of the business. It is believed that financial mismanagement is a big
problem in realizing the country's huge potential in the insurance field.®* It is
interesting to note that the deal was brokered by an acting air force officer who
later, after retirement, got a job in the company. The South Africans asserted
that the deal was negotiated on one-to-one-basis with the officer involved.®

One of the ventures that benefited retired personnel, especially the lower
ranks, was private security. The FF, AWT and Bahria all established private
security companies which provided jobs to thousands of retired personnel.
Their main competition was a multinational, Brinks, a US-based
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company which finally sold its business interests and left the country after
9/11. Considering the potential of private security, other retired personnel also
got involved in this business through using their armed forces and international
contacts. For instance Securities and Management Services (SMS), a company
owned and run by an ex-army officer, became a prominent stakeholder in the
private security business. The increase in domestic insecurity during the 1990s
gave a boost to the private security companies. General Zia's generous policy
of providing free access into Pakistan for Afghan refugees had a negative
impact on Pakistan's economy and ecology.®® The rise in crime and
proliferation of small arms and light weapons, which is referred to as a rise in
the !gun culture’ in the country, was a fallout of the Afghan war.

Trie welfare foundations were good at using the contacts and resources of
their parent services to attract business. These companies also had another
advantage: access to trained personnel. However, as the owner of SMS, Ikram
Sehgal, claims, these companies lost their advantage because of the problems
of over-staffing and poor management.*

The AWT started smaller ventures as well, such as the Blue Lagoon
restaurant and a marriage hall. Although the two projects were open to the
civilians, they mainly catered to the military fraternity. Both the projects were
opened on army land, which means state land. However, the income was not
deposited in the government treasury but retained by the foundation.®

The smaller foundations, BF and SF, are particularly dependent on
contracts from their parent services. Most of the BF's ventures, for instance,
were established around 1995 and were linked with activities conducted
around the port area, starting with ship breaking and dredging and moving on
to providing harbour services. These were operations that its personnel could
undertake as a direct result of their association with the navy. Moreover, given
the links, it was possible for them to get these contracts more conveniently
than private-sector firms could.

Similarly, the BF's paint factory was established in 1995 to manufacture
paints that could be used on naval ships. It must be noted that this was a period
when the PN had signed two major contracts to build submarines and
minehunters for France. The four vessels were assembled in Pakistan, and the
paint job was subcontracted to the BF. The major investment in this project,
however, was by the entrepreneur Malik Riaz and other private investors. Riaz,
who is a civilian businessman and a significant real estate developer, has been
a major investor in several of the BF's projects including its housing schemes.®®
Since there is little accountability and little information in the public domain, it
is difficult to be sure how operations were conducted. The probable
beneficiaries were the private investors, who got returns on their financial
investment, and senior naval officers who allowed the venture to use the BF's
logo, and ensured that it got contracts from the navy and other services as well.

Malik Riaz partnered with the BF for the construction of two housing
schemes, in Lahore and Rawalpindi. The contract between Riaz and the BF
gave the BF 10 per cent of the shares and 25 per cent of the total plots in the
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housing schemes without the BF making any financial investment. It was also
agreed that should the BF agree, Malik could alternatively pay Rs. 100,000
(US$1,725) per plot to obtain full ownership of the developed land. The value
of the land would of course have been higher after the completion of the
development work. This was partly because of the use of the BF's logo, which
gave added credibility to the scheme and resulted in price escalation.

The involvement of the navy, and especially the use of its logo, was
subsequently challenged through a writ in the Supreme Court in 1998 by a
public-interest lawyer, Wahabul Khairi. He contended that the terms of the
contract indicated corrupt intentions and collusion over the personal interests
of the contracting parties. He pleaded with the court to ban all the military's
commercial activities, because in his view such tasks diverted the armed forces
from their core activity of defending the country's frontiers. He also argued
that the military foundations were in contravention of the Companies
Ordinance of 1984 and Trade Mark Act of 1940, which forbid any private
venture or party to use the name of the state, the armed forces or the founder of
the country.®’ In its response, the BF denied the charges, and the use of official
connections in any form. Khairi's case was thrown out by the court on
technicalities, so unfortunately the points he made were not decided in law.

Later in 2000 the BF transferred its entire shareholding in the housing
scheme to Malik Riaz, who was arrested after differences occurred between
him and the navy's top management. He was accused of defrauding the BF and
of paying kickbacks to naval officers.?® The BF also asked the court to stop
Riaz from continuing to use the name Bahria. However, the court decided in
Riaz's favour . His counter-argument was that the name Bahria had become
synonymous with his large housing projects, and that his business would be
affected if he did not use the name and the logo.® Interestingly, the court in its
findings did not seem to pay attention to the laws that prohibited the use of
official logos by private companies.

In any case, Malik Riaz is an extremely influential man, and has relations
with prominent politicians and the DHA. In fact, he formalized his relations
with the DHA by signing a memorandum of understanding in October 2006
which aimed at a 'seamless integration' of BF and DHA housing scheme
infrastructures.”® Although this partnership was effectively endorsed by the
courts, | believe it can be seen as a case of predatory partnership between the
military and other influential players in the real estate business.

The subsidiaries also used the military's influence in getting into other
completely new areas of business such as broadcasting and telecasting. The SF
opened its radio channel, FM-100, and its SB pay-TV system, using the PAF's
position as the authority responsible for allocating radio frequencies to
potential radio and television channels. The opening-up of these two ventures
demonstrates the military's power in manipulating rules to its own advantage.
Governments during the 1990s had not yet provided openings to private
investors in radio and television broadcasting, but the SF was able to embark
on these businesses because of the PAF's clout.
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These ventures are also significant because they were a partnership
between the SF and influential civilian players. Reportedly, they were inspired
by civilian entrepreneurs who had close links with the prime minister, Benazir
Bhutto, and her husbancl Asif Zardari.** It was a dubious deal that resulted in
losses to the SF. The SF finally took a case against the major shareholder to the
Securities & Exchange Commission under Section 263 of the Companies Act.
The shareholder was accused of violating the basic rules of the agreement.”
The case is still under legal review. Benazir Bhutto, who was interviewed and
questioned regarding this alleged connection, denied the charges. She
nonetheless failed to give any concrete answer. Her main emphasis during the
interview was on her harassment by intelligence agencies.

This was not the only instance of cooperation between military-run
businesses and the government. There were two other prominent cases where
military-run firms became partners with the government in profit=making
ventures, one concerning the sale of sugar to India, and the other road
construction in Punjab. In the first instance, the FF and AWT sugar mills along
with other sugar manufacturers benefited from the sale of 700,000 tonnes of
sugar worth Rs.3.5 billion (US$60 million) to India. This trade took place from
1997 to 1999. The FF's share in the sugar exports was 28,716 tonnes, while the
rest was bagged by other sugar manufacturers including those owned by the
prime minister, Sharif. Islamabad provided a US$100 (Rs.5,800) subsidy per
tonne to all manufacturers. This resulted in the sugar industry getting over Rs.5
billion (US$86 million) in the form of direct rebate and excise duty exemptions
from the Central Board of Revenue. The decision came under immense fire
after the military takeover in October 1999, but while post-coup investigations
focused on the privately run mills, no questions were asked about the role of
the military foundations.”® Presumably this was because of the military's
influence and its insistence on not being held accountable for its deeds.

It must be noted that the accountability ordinance passed by the Musharraf
regime in 1999 precluded the military and judiciary from being questioned
under the new accountability rules, as is admitted on the National
Accountability Bureau's (NAB's) official website,. The website claims that this
is because the military have their own accountability procedures.** Hassan
Abbas, a former police official who served in the NAB during the early days of
the organization, claims in his book Pakistan's Drift into Extremism that the
NAB's hands were tied in investigating the alleged corruption of senior
military officers, such as Generals Aslam Beg, Hamid Gul, Zahid Ali Akbar,
Talat Masood, Saeed Qadir and Farrukh Khan, and Air Marshals Anwar
Shamim and Abbas Khattak.*

The fact is that the expansion of military's economic power was ques-
tionable, especially in certain areas such as real estate development. In fact,
this is one area of activity that became most noticeable for graft: that is, the use
of influence and official position for self-gratification. During the 1990s the
military used its influence to grant land and houses to its members. The
subsidiaries were also allowed to develop housing schemes. From 1988 to
1999, the military's real estate development took four forms:
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» housing schemes by the military at an institutional level

» real estate development by welfare foundations

» construction of commercial buildings in urban centres

» allocation and distribution of land to retired and serving military personnel.

In addition, the foundations entered the travel industry through opening an
airline, an aviation company and several travel agencies. Shaheen Air Inter-
national (SAI) was opened in the early 1990s by the PAF's foundation, the SF.
The airline depended on the PAF's human resources. The SF's management
was of the view that because the PAF officers were experienced fliers, they
were capable of running an airline as well. This perspective was contested by
professionals in this field. One source was of the view that managing airlines is
a complex operation that requires professionalism and training.”® Military
personnel do not of course share this view. They generally believe that their
training in managing human resources and materials in the armed forces
enables them to manage commercial projects and companies.”” This
proficiency, however, could not save SAIl from incurring losses and
temporarily closing down operations in 1996. It was reopened in 1997, only to
be sold to a private investor based in Canada in 2004, with liabilities totalling
Rs.1.5 billion (US$25.9 million).

It seems clear that the SF's management could not run the airline effi-
ciently, since it kept incurring losses.”® During its operations it lost about Rs.60
million (US$1.03 million) from December 1999 to May 2000. This was in
addition to Rs.70 million (US$1.21 million) it owed the Civil Aviation
Authority.® The situation in the initial days of the airline's operations was even
worse. Some sources attribute this to the mismanagement of the fare discount
facility provided by SAI to retired and serving military officers.'® The fact that
the airline acquired a limited number of aircraft on 'wet' lease added to the cost
of operations, because of both the nature of the lease and the limited number of
aircraft. A limited number of aircraft tends to increase costs because it leads to
more technical problems, flight delays and other related factors.

The AWT also opened an aviation company, Askari Aviation, to provide
helicopter services. It hires retired personnel from the Army Aviation branch.
The company offers helicopter services for the promotion of tourism in the
country, the transportation of critical and sensitive cargo, evacuation of
casualties and rescue missions in northern areas of the country, including Azad,
Jammu and Kashmir. What is most interesting, however, is that it uses
resources of the Army Aviation wing like helicopters and pilots to meet its
demand. The company director, Brig, (rtd) Bashir Baaz, boasted of his ability
to access the service's resources.'® Clearly, Brig. Baaz did not realize that
using public-sector resources, especially from the armed forces, for
commercial purposes is illegal. However, the fact that he did not hide the
details symbolizes the confidence of military personnel in the organization's
autonomy and impunity to use public resources. The AWT and Askari Aviation
were not challenged regarding the misuse of
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government property for commercial purposes despite the fact that this activity
was objected to by the Department of the Auditor General in the annual report
for 2001-02 on the defence budget. The report also pointed out that the army
was hiring out helicopters to Askari Aviation, and the income was being
diverted to a private account without approval from the government.'%

The foundations also opened travel agencies which looked for business
from service personnel. The AWT, BF and SF opened independent travel
agencies in major cities such as Lahore, Rawalpindi, Islamabad and Karachi.
However, the SF closed down its agencies around 2003. This was possibly
because the SF management realized these companies could not survive the
tough competition in the market. The additional benefit for the officer cadre
was that through these travel agencies, senior officers of the three services
could make better travel arrangements with no personal costs. It was usual
practice for officers to claim back the cost of a portion of their ticket and get it
reimbursed to their personal accounts. Travel agencies facilitated this form of
reimbursement through issuing miscellaneous charge orders (MCOs) that had a
financial value and could be reclaimed at the end of the journey by officers.
Since the money was the government's, this was not even considered
corruption. Senior officers would also often force the agencies to upgrade their
tickets without charge. Having their own travel agencies allowed officers to
behave like this without the risk of this information going public, as it would
have been had they used open-market resources.

Besides facing pressure from manipulative senior officers, the travel
agencies also had to deal with the problem of inept managers. The retired
officers who came to run these companies had no knowledge of the market or
the travel agency business. The employees found this extremely frustrating
and counterproductive for expanding in a highly competitive and low-profit
market.'%®

Starting from the early to the mid 1990s, the foundations also entered the
information technology and education sectors, with the objective of benefiting
from growing demand in these fields. The FF and AWT established
independent companies to claim their share of the IT business, which was
mainly related to transcription outsourced from the United States and other
developed countries to developing countries. However, reportedly Fauji Soft
and Askari Information Services (AlS) did not meet with major success.

The military and its welfare foundations had better luck in establishing a
network of schools, colleges and universities. Although the education-related
activities did not start up during the period from 1988 to 1999, a substantial
increase in the number of military-run educational institutions did take place
during these ten years. The burgeoning number of educational institutions
under the military's umbrella indicates a trend of earning money from the
military's existing educational training facilities. The army, in particular, could
always boast that it provided a good educational system to its personnel's
families.® It is well known that its education and health facilities (which are
not available to the rest of the population) receive more
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resources per head than the general public services. This has to be seen in the
context of defence spending taking up a large proportion of the national
budget, as is apparent from Table 6.2.

During the 1990s, the military commercialized its education system. The
fact that these facilities were run from the defence budget made the process of
commercialization questionable. Furthermore, the universities opened by some
of the foundations such as the BF and SF were built in cantonments: that is, on
state land. Since the Bahria and Air Universities in Islamabad were built in
restricted military areas, it was necessary to allow civilians to enter these areas
with greater ease than was usually possible. This does not indicate that there
was integration between the civilian and military population: the relatively
freer flow of civilians to these cantonments did not weaken the

Table 6.2 Pakistan: defence versus development

Fin. year Health % Education % Defence %
1981-82 0.6 1.4 5.7
1982-83 0.6 15 6.4
1983-84 0.6 1.6 6.4
1984-85 0.7 1.8 6.7
1985-86 0.7 2.3 6.9
1986-87 0.8 24 7.2
1987-88 1.0 24 7.0
1988-89 1.0 2.1 6.6
1989-90 0.9 2.2 6.8
1990-91 0.8 2.1 6.3
1991-92 0.7 2.2 6.3
1992-93 0.7 24 6.0
1993-94 0.7 2.2 5.9
1994-95 0.7 24 5.6
1995-96 0.8 2.4 5.6
1996-97 0.8 2.5 52
1997-98 0.7 2.3 5.1
1998-99 0.7 2.2 4.9
1999-00 0.7 2.1 4.0
2000-01 0.7 1.6 3.2
2001-02 0.7 1.9 3.4
2002-03 0.7 1.7 3.3
2003-04 0.6 2.1 3.2
2004-05 0.6 2.1 3.2
Notes

Expenditure on health and education is as a percentage of GNP.
Expenditure on defence is as a percentage of GDP.

Expenditure on defence after 2001 does not include military pensions.
Source: Economic Survey of Pakistan.
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civil-military divide, but strengthened the distinction even further, because
many of the civilians saw for the first time how the two different systems
operated.

Over the years military cantonments, especially in larger cities, were
opened up for restricted use by civilians. For example, commercial markets
were opened in restricted areas and provided access for civilians. The
commercial markets in the Naval and Air Complexes in Islamabad are among
the many examples.

The commercialization of rnilitary-controlled educational institutions was
started by the army opening up its elite schools for the children of civilians.
The overall environment of these schools was elitist. For instance, the PN's
internal school system was highly class-oriented, with children of naval ratings
and sailors going to PN model schools, while officers' children used BF
schools in bigger towns like Islamabad and Karachi, two stations where the
navy was present. Since these schools were for the elite, their opening-up
primarily benefited the civilian elite rather than the middle class or the lower-
middle class. The military schools charged higher fees to civilians, making it
impossible for low-income people to access their facilities. The AWT, FF and
BF also had their own schools, undergraduate colleges and universities which
charged higher fees to civilians and offered subsidized rates to the children of
military personnel. The military-run schools and colleges compete with the
best private elite schools. Their reputation for cleanliness and discipline are
two factors that attract students to them. They do not necessarily enjoy an
advantage in the quality of their teaching.

During this period, Milbus also expanded into areas with high capital
investment and returns. This included the oil and gas, electricity supply and
cement manufacturing sectors. The FF's Fauji Oil Terminal and Distribution
Company Ltd (FOTCO) emerged as the largest petroleum-handling facility in
the country, capable of managing 9 million tonnes of oil per annum.*® FOTCO
was interested in acquiring Pakistan State Oil (PSO), which is one of the
largest public-sector companies in the country. Earning an annual pre-tax profit
of about Rs.4 billion (US$69 million), PSO is a major revenue generator for the
government and one of the three major oil marketing companies in the country.
The company has a 71 per cent share of the domestic market, which made a
number of people argue against its privatization.'® Reportedly, there was
apprehension about the sale of the company to foreign investors, which would
mean that they controlled a major segment of the domestic market.’’
Therefore, preferring FOTCO was a way of insuring control over strategic
resources and preventing them from falling in foreign hands. While seeming to
follow the World Bank and International Monetary Fund (IMF) directions on
deregulating public sector industries, the government could keep a sensitive
asset secure through its sale to FOTCO.

There are others who view such move as contrary to the principle of
privatization. The opposing view is that since FOTCO is an extension of the
armed forces, PSO's sale to FOTCO would not help in reducing the
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burden on the public sector.!® The controversy around PSO's privatization,
however, highlights the manner in which the armed forces and its subsidiaries
have the opportunity to benefit from the government's privatization process.

Others view a possible sale of PSO to the FF as meaning the FF acquires
greater financial interests and uses its military background to develop greater
profit-making capability.'® The FF does indeed have the political muscle to
get favourable contracts, as had happened in the case of the oil deal it signed
with the national Water and Power Development Authority (WAPDA) and
PSO for the supply of furnace oil. Allegedly, FOTCO managed to get a share
in a deal originally signed between WAPDA and PSO. Under this deal,
FOCTO was to import 4 million tonnes of furnace oil every yea*Awhich PSO
would buy at a fixed charge of Rs.278.40 (US$4.80) per tonne. Interestingly,
PSO had to pay the charge even if the fuel import was less than the contracted
tonnage. PSO would then sell this fuel to WAPDA. However, WAPDA
recently terminated its contract with PSO and entered into a new contract with
Shell at better rates. But the FOCTO=PSO deal remains, and PSO finds itself in
a bind. However, the situation with FOTCO is by all accounts becoming
untenable for PSO.*°

This allegation has been denied by FOTCO's management. Their
explanation is that the company has not imposed any deal on WAPDA or PSO,
and that it is just handling the front-end operations of the deal, which in any
case is being financed by international aid donors like the Asian Development
Bank (ADB) and a few others through the FF.***

The AWTs major investment in the cement industry was even more
questionable. The managing director of AWT, Lt.-General (rtd) Farrukh Khan,
signed a contract with the Chinese company, CBSM to install a cement plant at
Nizampur in NWFP. Since this was a high-demand item, the plant was
expected to bring good results. The cement factory made a big hole in the
AWT's coffers. As a result of problems with feasibility, the profits were lower
than expected. In fact, the only option that remained was for the AWT to invest
in expanding the plant size to claim a bigger quota in the cement market.™?
This expansion was done through first borrowing capital of approximately Rs.8
billion (US$137.9 million) from the GHQ and then floating shares in the
market. However, this project disturbed the financial balance of the AWT,
forcing it to ask the government for a financial bail-out. Hence Islamabad three
times gave financial help to the AWT: in 1995-6, 1999 and 2001.*"

Interestingly, the Bhutto and Sharif governments did not object to such
problematic expansions. Objections were raised later once the AWT went into
the red as a result of its faulty investment. Sharif's commerce minister, Ishaq
Dar, had told the military to merge the FF and the AWT, and for them to
change their team of managers and bring in more competent people to run the
two companies. This, according to Dar, was conveyed to the army chief,
General Pervez Musharraf, who had taken an interest in arranging the financial
bailout.*** Commenting on the case, Dar was of the notion that the financial
help was provided in view of the fact that the money invested
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belonged to poor soldiers and their dependants. AWT's bankruptcy would have
hurt the poor investors very badly.**®

It must be mentioned that the AWT uses pension funds for investment in
its projects with the intention of sharing profits with its investors, who are
retired military personnel. The governor of the State Bank of Pakistan, Ishrat
Hussain, did not agree with Dar's opinion. Hussain was of the view that the
bailout was normal and would have been given to any company. In addition,
the loan given by a consortium of local banks to the AWT was after the AWT
had pledged fixed assets.**® Dar in turn challenged this assertion. His comment
was that the consortium of banks only loaned the money after receiving a letter
of comfort' from the government, and this was tantamount to an undertaking to
meet the loan should the company default. Dar agreed that the company had
pledged its fixed assets, but argued that that was a formality required for
securing a loan after the consortium decided in principle to grant it The
government eventually gave the letter of comfort. The military had sufficient
political clout to get the its help.

In light of the fact that the political leadership was also accused of
corruption, it is noticeable that the civilian governments did not make any
visible effort not to give financial guarantees to military foundations. Many
members of the ruling party, the parliament and their associates had taken
loans from the government which turned into bad debts. The list of loan
defaulters released in 2003 included the names of the AWT, former prime
minister Nawaz Sharif's Ittefaq group, and many others.**®

CONSOLIDATING THE ECONOMIC INTERESTS, 1999-2005

The year 1999 proved to be a watershed in redefining the military's relations
with the political players. The friction between Prime Minister Nawaz Sharif
and the army chief, Pervez Musharraf, finally resulted in the latter taking over
power on 12 October 1999. The army decided to move in to protect its
interests, which it felt were being threatened by an inept political leadership.
Sharif certainly did not enjoy a reputation for a sophisticated intellect, or deep
understanding of organizational behaviour and state matters. He was reputed to
be a good Punjabi man whose main interest was cuisine. This rather
uncharitable view of the prime minister does not take into account that Sharif
had tried hard to curtail the power of the armed forces. However he made the
mistake of miscalculating the tenacity of the organization, and the ability of the
generals to protect themselves at all costs. Arguably he did not understand the
link between the military's political and its economic power, or understand that
greater economic opportunities would not placate the military, but strengthen
its appetite for more power. By 1999, the armed forces had become a dominant
player in the economy, and the generals had stakes in maintaining their control
over both the economy and the politics of the state.

The period after 1999 saw the military consolidating its political power
and control of the state and society. Politically, Musharraf institutionalized
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the military's role in politics through reinstating the power of the president to
sack the parliament and establishing the National Security Council (NSC).
Musharraf in fact institutionalized the military's power better than his
predecessors by creating the NSC and sharing the presidential power of
dismissing governments with it This move surely helped in co-opting other
senior generals who were members of the NSC to his political scheme. Like
the Turkish NSC, the Pakistani NSC had a wide jurisdiction over all strategic
affairs including national security. The NSC had the power to deliberate on all
issues of strategic importance. This was the first time that a number of senior
generals had an opportunity to participate, almost at an equal level, in the
highest policy-making deliberations. Therefore, the act of establishing the NSC
was also about crystallizing the military's stakes in maintaining power.

The NSC represented a natural upward progression of the military's power,
which by 2004 had given it sufficient autonomy and confidence to participate
and shape not only its own organization, but the political and economic destiny
of the nation. Musharraf's regime is known for consolidating the economic
stakes of the armed forces as well, especially those of the officer cadre. The
economic power of the military was an expression of its political power. Senior
officers including retired personnel demanded perks and privileges with greater
confidence. For instance, the PN's retired rear admirals demanded personal
staff, a facility that until then had only been granted to full admirals and vice-
admirals. The rear admirals based their claim on the fact that equivalent ranks
in the army had personal staffs. This echoed the inter-services rivalry amongst
the services, particularly between the army and the navy.

The PN, it must be mentioned, was aggressively struggling to enhance its
image in the country, particularly in the plains of the Punjab, where the people
are not seafaring. The service had established a college in Lahore and
recruitment centres in smaller towns of South Punjab such as Bahawalpur. The
expansion in Bahawalpur can also be explained as a corollary of the senior
naval officers' stakes in agricultural and urban real estate in the district. The PN
posted a junior officer to Bahawalpur to take care of the landed interests of
senior officers, but the position was justified on the basis of the navy's
recruitment centre there. This presence also attracted the BF to Bahawalpur,
where it opened a private college.

The proliferation of the navy's educational facilities marked a general
trend in the expansion of the activities of the military subsidiaries in the
education sector. During the period under study, the FF, SF and AWT also
increased the number of their schools and colleges. In fact, the AWT sought
approval from the government to set up the Askari Education Board (AEB) to
introduce its own system of examinations. The board represented an alternative
to the inefficient government-run primary and secondary education boards.
Since 9/11 in particular, there has been a lot of discussion regarding the poor
standards of government-run schools and the education system, which are seen
as a cause for the popularity of education in madras-sas (religious schools).
But more than improving standards of education, the
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private education boards represent the military regime's concept of divesting
the government of its responsibility of providing quality education and shifting
the burden to the private sector, which charges greater fees for providing
education.

Building on the military's image as the most capable institution, the AEB
presented itself as an organization that could fill the gap created by the non-
performing public-sector educational institutions. The establishment of the
board was also a case of the military benefiting from the government's overall
theme of encouraging public-private partnerships through creating new and
more efficient institutional mechanisms. The AEB was responsible for
conducting examinations in all army-controlled schools. Its system of
examination was also offered to other private schools. The other group allowed
to set up an independent board was the Agha Khan University Board. This was
owned by the resource-rich community of the minority Ismaili group, which
has also opened a private medical college in Pakistan. These are elite groups
providing education to the upcoming middle class. Neither system reached out
to the grass-roots where the problem of the lack of quality education actually
lies.

Following in the army's footsteps, the BF also consolidated its interests in
the education sector by getting the government's approval for setting up a
university. The Bahria University Ordinance was passed in February 2000,
allowing the BF to establish a university and a number of colleges all over the
country.™™ The university's administration was completely in the hands of
serving and retired naval personnel. The chairman of the University Board is
the chief of naval staff (CNS), and other members comprise the deputy chief of
naval staff (Operations), principal staff officers (PSOs) to the CNS, and other
naval officers approved by the CNS. The rector of the university is also a
retired senior naval officer.

This parallel institution building by the defence establishment fits the
military's projected image of itself as a parent-guardian force that will step into
every major field of activity to ensure better performance and to provide an
alternative to inefficient and corrupt civilian institutions. It needs to be
mentioned here that the Sharif government had sought the army's help to weed
out ghost schools in Punjab. (These are schools that only exist on paper but
have no real presence.) Their existence can be attributed to the corruption and
negligence of civilian bureaucrats. The generals view their organization as the
only option to fulfil the need for modernizing the state, an agenda that civilians
cannot achieve because they lack spine.?® Thus, it is believed that the larger
military fraternity was the natural choice for Musharraf to undertake
development in the country.

The appointment of serving and retired mid-ranking or senior military
officers to key positions in the government was intended to help carry out
Musharraf's modernization plans. Given the years spent in the armed forces,
these men could be trusted more and had more of the confidence of the
president than most civilians. However, this approach would not strengthen
civilian institutions. Some mid-ranking officers even discussed their
apprehension regarding the military's ability to solve the problem of
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institutional decay in the country. These officers, who probably are a rarity in
the armed forces, are of the view that the defence establishment's consistent
involvement in affairs of the state will further depress the growth of civilian
institutions.**!

The spread of the military fraternity in all important segments of the state,
society and economy represents more than just a belief in the greater capacity
of the armed forces. The military as a group has visibly graduated to become a
class, and its serving and retired members are benefiting from the
organization's immense power in relation to other domestic players. Individual
members, even retired military personnel, get influential jobs in the
government.*?? During Musharraf's regime, senior retired military officers have
been appointed to head some of the major public-sector universities. The policy
of appointing military personnel has led to a diminution in the overall
capability of these institutions, mainly because the appointed personnel are not
familiar with the university setting and academic environment. For instance,
the appointment of about a dozen retired army officers to key positions at one
of the oldest universities, the University of the Punjab, led to accusations that
these personnel were engaging in nepotism and corrupt practices. These
negative impressions are then detrimental to the growth of the academic
institution.

The fact that these retired officers tend to appoint people known to them or
related to them, and also push out unrelated but qualified people, damages the
existing qualify of education. According to one professor, in the long term the
loss of institutional independence and integrity would lower standards and
make it difficult for Punjab University graduates to compete with others from
private universities.'”® Protests were made by the teaching staff of the
university, but unfortunately they bore no results. In a General Body meeting of
the Punjab University Academic Staff Association, around 200 teachers
criticized the university's administration by retired army officers, accusing
these officers of irrational policies. The teachers also protested against the vice
chancellor's attending the meetings of the Advanced Studies Research Board on
grounds that he (Lt.-General (rtd) Arshad Mehmood) had no experience of
research and hence asked unnecessary questions of the candidates.®* This is
not a random case that can be ignored. It is symptomatic of the damage
inflicted by the military's direct involvement in the corporate sector and
intrusion into the public sector.

Retired and serving officers also receive agricultural land and are involved
in various real estate development schemes. Most of this agricultural land is in
areas such as Cholistan in South Punjab, from where military personnel are not
recruited. The transfer of land to non-residents creates sociopolitical tensions
with the indigenous population, who accuse the military of ‘invading' their
land. The land allotment, especially in the Cholistan area, has also led to
allegations about vested interests behind the distribution of water in the
country. The distribution of agricultural land to military personnel is central to
the ethnic tension in the country. Given the influence of the armed forces,
whose personnel are predominantly Punjabi, smaller provinces are suspicious
of Islamabad's
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decisions over the provision of water. It is believed that water for agriculture
gets diverted to lands where the senior generals have their properties rather
than being provided to Sindh and Baluchistan, which are lower-riparian
provinces. A prominent landowner from southern Punjab, which is not a
recruitment ground for the military, also complained that in areas where land
was distributed to military personnel, water was being diverted from the
existing quotas of local farmers.*?®

These concerns are not being addressed by the government, because of the
strong lobby that has developed in the country, primarily comprising the
military fraternity including its important civilian clients who are benefiting
from the inequitable distribution of land resources. This particular interest
group is popularly referred to in the country as the 'land mafia’. The senior
retired and military officers have become more demanding of personal
financial gains. The growth of DHAs and similar urban schemes is designed to
benefit investors. In a number of cases there is collusion between retired and
serving officers to acquire land. In some other cases, especially in major cities
such as Lahore, there are rumours of a three-way partnership between the
serving and retired military and influential political figures. In both cases, the
government has had to backtrack on its key agenda of checking corrupt
practices.

A number of senior serving generals are rumoured to have made millions
through dabbling in real estate development. A fast buck is made through
purchasing land at cheap rates and then selling it off at a higher value. In some
instances, the pressure of local military authorities is used to acquire the land
cheaply. The increased tendency of people to enter into speculative investment
after 9/11, especially in better-managed schemes, gave a boost to property
prices.?® This patron-client relationship has marred Musharraf's agenda to
cleanse the country from corruption.

A more serious charge is that far from attacking corruption, the president
is found outright protecting special interests. His claim is that it is better
management of land assets in defence-run housing schemes rather than any
manipulation that has resulted in the appreciation in the land value. He is also
of the view that the confidence that people have in military-run schemes has
brought high financial dividends. His claim was partially right, especially as far
as the value of military-controlled property is concerned. The fact that common
buyers or realtors attach greater value to military land can be ascertained from
a survey conducted in 1998 to study the link between the value of property and
the military presence in an area. The survey conducted in three cities, Multan,
Lahore and Sargodha (all in the Punjab), showed the price escalating as a result
of the military's presence, especially in cantonments. The realtors were 0i the
view that closing down the cantonments would depreciate the price of property
in the area. These areas have better facilities and offer relatively greater
security.

The benefits provided to individual members of the military fraternity are
not always at an institutional level, as is proven by the case of a private sector
transportation venture called VVaran. Owned by the daughter of the former head
of the main intelligence agency, ISl, Lt-General (rtd) Hameed
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Gul, the company is a clear example of how a military-oriented patronage
system benefits its clients. Varan was given a monopoly on the Rawalpindi-
Islamabad route, which pushed out other small private-sector operators. The
company, its management and staff are known for flouting laws, rules and
regulations because of their access to the centre of political power in the
country.®” This was a case of preferential treatment to which the Supreme
Court put an end by revoking section 69-A of the Motor Vehicles Ordinance
1965. This particular law allowed provincial governments to issue preferential
contracts to private companies, including Varan, which hurt smaller
competitors."”” The court decision coincided with General Gul falling out of
favour with the regime for his views. The company, however, managed to sell
its buses to the FF. Varan had in any case purchased the vehicles with a hefty
loan from the Askari Bank.

The power exercised by serving officers is undoubtedly more than that of
their retired colleagues. The senior serving generals also have greater
opportunities to exploit the state's resources. Therefore, economic preda-
toriness could be observed both institutionally and at the level of individual
commanders. At an institutional level, military organizations monopolize major
government contracts for road construction and toll collection on major
domestic highways. The FWO and NLC have the clout to influence the top
management of the National Highway Authority (NHA), a department
responsible for construction and maintenance of roads and highways.
Incidentally, it is made easier for military-connected companies to bag major
contracts because the NHA is also headed by a retired maj .-general who has
more faith in giving business to the two military companies than to private
contractors.”® The NLC also uses its institutional influence to strike
international partnerships and acquire assets such as state land in Karachi. The
NLC in partnership with a Qatar-based private investor purchased railways
land for the construction of a huge commercial plaza.

An important development in the commercial activities of the FWO and
NLC involves these companies seeking domestic and foreign partnerships. The
FWO, for instance, formed a subsidiary called LAFCO in 2004, with a
mandate to form a private-sector partnership for the construction of a 115.5 km
Lahore-Sheikhupura-Faisalabad carriageway (all three cities are in central
Punjab). Reportedly, the partnership was necessary to facilitate successful
bidding for the project. The FWO did not have all the equipment to prove that
it could undertake the project on its own, and hence it partnered with a few big
domestic construction companies including the Habib Rafique group and
Sacchal Construction. This partnership also indicates that by 2004 the military
companies had become more confident of their role in the economy and their
acceptability by other domestic players in business. The private construction
companies, on the other hand, thought it a better option to capitalize on FWQO's
contacts in the government and share the fruits of the company's influence.

The military-civilian business partnerships extended beyond the national
boundaries, as is proven by the NLC's partnership with a Qatari
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company, and the joint ventures between the various DHAS and construction
companies in the Middle East. The military, which by now had evolved into an
independent class, forged ahead in forming international partnerships in
pursuance of its economic interests. In addition, the partnerships indicated the
fact that, as in Turkey, the military regards itself as part of the capitalist elite
with whom it has common interests, both nationally and internationally.'®
More importantly, as mentioned earlier, the military used the semi-
authoritarian nature of the political system to its own advantage of acquiring
economic opportunities for itself and its partners at home and abroad.

The defence establishment's power is also used to bail out foundations
when they get in financial difficulties. This especially refers to financial
assistance given to the AWT, which has always suffered from financial
problems despite the fact that it has a considerable source of funding from the
Army's GHQ. The AWT asked the government in 2001 for another financial
relief package of about Rs.5.4 billion (US$93 million) to meet its deficit of
Rs.15 billion (US$259 million)."*! The matter was presented to the Economic
Coordination Council, which asked the AWT management to sell its two
commercial plazas in Rawalpindi and Karachi to meet the financial shortfall. %
This was besides other forms of assistance that the trust receives from
Islamabad. Since 1995, this was the third time the AWT has been given a bail-
out. While rescuing the AWT in 1999, the Sharif government instructed the
foundation to sell its commercial plazas, to justify a Rs.2.5 billion (US$43
million) financial guarantee provided to its banks by the government. However,
the sale and the other changes recommended were never carried out.**® The
foundations and the military establishment that provided help were not willing
to liquidate their interests, particularly in the presence of a weak political
administration. Once the government was toppled in October 1999, there was
no compulsion on the army to clean up its financial house.

There has also been an increase in the power of the senior commanders:
the nine corps commanders manoeuvre resources and operate in a more
autonomous manner, with greater confidence, because of the political power of
the military. This freedom of action includes exploiting greater opportunities to
improve the living standards of individual officers and the organization in
general. The exploitation uses varied methods. For instance, while some units
were allowed to open gas stations and construct shops that can be leased out,
others opened bakeries or started similar ventures. In one particular case in
Bahawalpur, the cantonment extended its territorial jurisdiction to land
adjacent to a national highway. This was done so the military could impose
tolls on the highway, which was used by all and sundry. The money raised was
utilized for the upkeep of the local cantonment, an area with restricted access
for civilians. Jurists consider the action illegal. A senior judge was of the
opinion that the cantonment board was not authorized to levy tolls on a
highway, a rule that has been specified in the law books. The toll on this
particular highway continued for years until the High Court finally decided the
case against the army in 2006. In this case, some of the important judges
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of the Lahore High Court, Bahawalpur bench were determined to oppose the
illegal imposition of tolls. Interestingly, the GHQ has not taken any move to
stop this malpractice or abuse of authority

The army's lack of reaction to requests to put things right is natural in a
political environment where the armed forces do not face a serious challenge to
their authority. Although the opposition parties, especially Nawaz Sharif's
PML-N and Benazir Bhutto's PPP, pledged to reduce the strength of the
military internal economy in their jointly formulated Charter of Democracy,
issued in May 2006, Milbus in Pakistan is not easy to root out without
concerted efforts by political actors to strengthen democratic institutions. The
Charter of Democracy is a small step forward to correct the errors committed
by the political players, particularly in ignoring the essential link between the
military's political power and its financial autonomy. A document alone cannot
strengthen democracy until such pronouncements are matched with a serious
effort to desist from secretly negotiating with the army. The civilian
governments during the 1990s were equally responsible for strengthening the
economic power of the armed forces and bolstering the organization's capacity.

The growth of Milbus that has been discussed in this chapter highlights the
manner in which the military developed its economic stakes in maintaining its
control over the state and its politics. Although the military's internal economy
is not necessarily the main cause of its political ambitions, the various financial
advantages sought by the senior officers have a cumulative effect in enhancing
their interest in staying at the helm of affairs. The growth of Milbus during this
period also coincides with the metamorphosis in the military's character from
an arbitrator to a parent-guardian type that is far keener to control the society
and economy. The organization views itself as an alternative institution that has
to keep a watch over all types of national activities. The reasons for the growth
of Milbus, however, are not altruistic. The growth of military's internal
economy is a case of institutional self-interests and predatory acquisition by
senior officers.

The growth of the military's economic empire during the period studied in
this chapter was parallel to the increase in the organization's political power
and influence in national decision making. As the military consolidated itself
into a class, it gained greater confidence to exploit national resources and
acquire greater opportunities, which benefited it as an institution and also filled
the pockets of the senior generals. The growth of Milbus highlights the
consolidation of economic stakes of the military's echelons in keeping the
political system as semi-authoritarian, thus allowing the generals to seek
benefits for themselves and their clients. The crystallization of these economic
interests is a major determinant to the future of democracy in the country.
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The estimated worth of the legally acquired assets of Pakistan's generals varies
from Rs.150 to 400 million (US$2.59-6.90 million), a figure that is based
primarily on the senior commanders' urban and rural properties. The systematic
exploitation of national resources, especially urban and rural land, has
significantly enriched the officer cadre. The military justifies its acquisitions of
agricultural land as part of the inherited colonial tradition of granting land to
military personnel. Moreover, the real estate acquisitions including properties
in the cities are justified on the grounds that since military personnel move
frequently during their service, they need to be provided with housing facilities
to ensure commitment to their work.

The grant of urban land, in particular, is couched in terms of the greater
logic of the nation paying the price for its military's social security However, it
is argued in this chapter that the land acquisition is not driven by concern for
traditions or professionalism. The military has expanded its landed interests as
part of the desire of the officer cadre to increase its financial stakes. The land
acquisition policy belongs to the paradigm of predatory acquisition.

The major expansion of the landed interests of the armed forces took place
mainly under military regimes. Land is acquired not just for capital
accumulation, but also to exhibit the military's authority and power in relation
to other stakeholders such as the landed-feudal class and the masses. In fact,
the military's land acquisition, especially agricultural land, has transformed the
military into one of the many land barons or feudal landlords. The behaviour of
senior military officers towards landless peasants or ordinary soldiers, who are
also given agricultural land, is like that of any big feudal landlord. The military
agriculturists who enjoy power and authority use the services of soldiers who
are paid by the exchequer.

It is worth pointing out that feudalism here is not used in a normative, but
in a Weberian sense. The term denotes a set of economic and political relations
and a pattern of social behaviour. The monopolization and control of land is
understood to be a symbol of power which adds to the powerful image of the
armed forces.

THE MILITARY AND LAND

Currently, Pakistan's military is one of the largest landowners in the country.
As a single group, the armed forces own more land than any other institution or
group. The military controls about 11.58 rnillion acres, which is approximately
12 per cent of the total 93.67 million acres of state land. Other government
departments such as the Pakistan Railways also have land-holdings, but there is
a major difference between the military and other government departments.
Unlike any other state institution, the armed
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forces have the capacity to convert the usage of state land from official
purposes to private ones. In addition, they are the only state organization that
has institutionalized the acquisition of state land for distribution amongst the
members of its fraternity. This practice was streamlined under the Zia regime
through starting a new practice of acquiring land that was initially allocated to
the military for operational purposes, for redistribution amongst the officer
cadre.

The monopolization of land and related resources is used not just to
enhance the financial worth of individuals or groups, but also to increase their
sociopolitical value. The military owes its authority to change the usage of land
to its phenomenal political clout. The land redistribution policy has an impact
on the relationship between the powerful ruling elite in the country, of which
the military is a part, and the masses.

Military and rural land

The military is a significant stakeholder in agricultural land. Out of the 11.58
million acres that is controlled by the armed forces, an estimated 6.9 million
acres, or about 59 per cent of the total land, is in rural areas. The 6.9 million
acres are divided as follows:

» controlled directly by the military organization for operational purposes
such as camping grounds, and oat, hay and dairy farms (approximately
70,000 acres)

» controlled by subsidiaries such as the AWT, FF and BF (about 35,000
acres)

* owned by individual members of the armed force (approximately 6.8
million acres).

It must be reiterated that no other government department has the authority to
redistribute state land for the benefit of its officials. In the military's case,
about 6.8 million acres have been distributed among the officers and non-
officer cadre for their personal use.

Agricultural land for operational use

The army controls about 70,000 acres for operational purposes, such as oat and
hay farms and camping grounds. Out of this total acreage, approximately
60,000 acres is in the Punjab, comprising 35,508 acres of oat and hay farms
(which breed horses, and grow oats and other crops for feeding them), and
dairy farms. All this land was acquired before the partition of India in 1947.
Even today, the army is a major stakeholder in the provincial government's
land in the Punjab since it controls 38 per cent of the 68,000 acres of
government farmland.

All the farms in the military's use are designated as 'A-I' class land. This
designation is part of the categorization of land laid down by the Military Land
Manual. The Department of Military Land and Cantonment (MLC) manages
military land in rural areas and urban centres. There are
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about seven types of land managed by the Department of MLC according to
the laws laid down in the Military Land Manual, which are based on the British
Cantonment Land Administration Rules 1937. Most of the land is A-1 land,
which is defined as land meant purely for military purposes, such as
fortifications, barracks, stores, arsenals, airfields and hangars, housing for the
military, parade grounds, military recreation grounds, rifle ranges, grass and
dairy farms, brick fields, and hospitals and gardens for use by the armed
forces, A-2 category land is not actually used or occupied by the military, but
is used for non-essential activities such as recreation.

The |B' type lands are again divided into four sub-categories, B-l, B-2, B-3
and B-4. The B-l type lands are owned and controlled by the federal
government, and used for churches, mosques, cemeteries and other ecclesi-
astical functions. B-2, on the other hand, is owned by the provincial govern-
ment and used to generate revenue for the government. The B-3 type is private
land but where bazaars, religious buildings, sacred tanks or communal
graveyards could also be built. The Military Land Manual stipulates that due
compensation must be paid to the owner in the case of acquisition of land by
the government. B-4 comprises all such land not falling in any of the above
three types.

Finally there is 'C class land, which includes drains and roadside plots. It is
worth mentioning that the cantonments in the Indian Subcontinent were not
completely owned by the British, but were private property, some of which
was acquired to meet defence needs. The defence establishment's ownership of
land was limited to areas where it had barracks. Understandably, the British
were an invading force and did not want to establish long-term interests.

The British government, and later the Government of Pakistan, acquired
land for the military under the Land Acquisition Act 1894, which stipulates,
'‘Owner of requisitioned property continues to be its owner till possession
thereof be taken by the competent authority. Whereupon, owner is divested of
his rights, title and interest in property and it vests absolutely in the
Government.”? The law further states that 'the land of people may be acquired
by the State for a public purpose meaning thereby for the use of the public at
large’® The legal position does not, however, explain the politics of land
acquisition, redistribution and usage.

The law certainly did not hamper the military from using its authority to
subsequently change the usage class from farm land into land for golf courses
or residential housing schemes, which was not necessarily sanctioned by the
civilian government or the civil bureaucracy. A debate in the parliament in
2003 showed that the army had arbitrarily turned some camping grounds into
golf courses, which were meant not for the public good but for the benefit of a
select few. Parliamentary questions made it clear the parliamentarians
considered this an obvious misuse of state land by the military. In its official
response the MoD did not challenge the army's authority, but upheld the army's
jurisdiction over land under its control.* This was done in other cases as well,
such gs the conversion of a firing range in Nowshehra in NWFP into a citrus
farm.
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The army vociferously defends its power over these land assets, and
controls information about them. A British Broadcasting Corporation (BBC)
report indicates that despite his best efforts its journalist could not obtain
information on military land from government departments such as the MLC
and the Bureau of Statistics. In fact, the journalist was warned that he would
not be given any information.?

Given the military's political power, the federal and provincial govern-
ments usually keep silent about the fact that the armed forces change the usage
of land or use the land for the benefit of a select group of people. For instance,
the Auditor-General's Department pointed out in 2006 that the Punjab
government had violated the Land Acquisition Act by giving the army 30 acres
of land, with a conservative estimated value of Rs.72 million (US$1.24
million), for building a golf course in Jhelum. The report further claimed that
the market value of the land was much higher, and that the golf course had
been constructed on A-l land which was only meant for defence purposes.’

The army’'s direct involvement in agriculture and its possession of rural
land did not become evident until the eruption of a conflict in Okara in Central
Punjab in 2001, between landless peasants and the armed services. The Okara
farms are part of a military farms group, Okara and Renala, which comprises
16,627 acres of land, consisting of two dairy farms, seven military (oat and
hay) farms and 22 villages. Of the total acreage, 16,627 acres were cultivated
by 1,323 farmers residing in Okara and Renala, At one point some of these
villages and this land was under the control of the Catholic Church in Pakistan,
and the village residents were tenants of the church.® However the prime
proprietor was evidently the government of Punjab, which leased the land to
other people or institutions. It had leased it to the military since before
Partition.

The ownership barely bothered the tenants, who cultivated the land on a
sharecropping basis, under which they shared both the input and the output
with the owner or controller of the land. This contractual basis gave the tenants
the additional benefit of recognition by law of their claim over the land, which
as was firm as that of the owner. If the land was sold, the tenants’ claims over it
became primary. This arrangement puts tenants in a much better legal position
than a simple rental arrangement, where land is cultivated in exchange for
money or a specified rent in kind.

The army decided to arbitrarily change the system of contract under which
the peasants tilled the land, from share-cropping to paying rent in cash.’ This
decision caused great resentment among the tenants and their families, who
had resided in Okara and the neighbouring Renala for quite some time. The
tenants feared the new system of contract would empower the army (which
was not the original owner of the land) to throw them out of their homes. When
the peasants protested, the military tried to enforce its arbitrary decision by
force. The army and paramilitary forces besieged the local village community,
producing a situation resembling a civil war.

According to well-documented accounts, the military brutalized the poor
tenants, and the ensuing severe agitation and violence claimed eight
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innocent lives. The paramilitary Rangers besieged the villages twice, imposed
a curfew, restrained people's mobility, stopped the supply of medicine, food
and vegetables, and used numerous pressure tactics. A Human Rights Watch
Report has detailed testimonials of village people victimized by the military
authorities, which were generally dismissive of the protest.

Army personnel claimed that, rather than being a human rights issue, this
was a local law and order issue incited by some non-government organizations
(NGOs).®° They claimed the muzarain or tenants were raising the slogan of
'mulki ya maut' (ownership or death) out of greed and malice. According to a
Pakistani researcher, Ayesha Salma Kariappar, the army was not inclined to
negogilate the ownership rights because it was conscious of the value of this A-l
land.

As Kariappar indicates, the conflict shows the military using its power and
thrust as a capitalist force.*? However, the brutality clearly represents a feudal
style. Kariappar's definition of the military as a capitalist force is based on its
rampant profit-making activities. However it can be argued that had the
Pakistani Army taken a capitalist stance, it might not have been obsessed with
the idea of controlling the Okara farms at all costs. The civil-military conflict at
the farms always looked likely to increase the cost of controlling the land, a
proposition that a capitalist force might not have entertained.’* The army's
high-handedness is, however, indicative of the authoritarianism which is
reinforced as the norm. The story of the pressure exerted on Okara peasants is a
reminder of the traditional Sindhi wadera (feudal lord) or serfdom system, in
which poor tenants are treated brutally and even put in private prisons by
feudal lords.

From a sociopolitical standpoint, the conflict is a significant expression of
the military's power and its determination to maintain it. The army's top
leadership remained fearful that any concession to the tenants would have a
knock-on effect.* This apprehension, that yielding to the farmers would
weaken the military against other social and political forces, and diminish its
overall power, was prevalent within the army. Therefore, the issue was not just
about the ownership of the land, but rather the larger matter of maintaining
political power and authority. Such behaviour is reminiscent of feudal armies
in Europe, for whom occupation and control of territory was a symbol of
strength.

Interestingly, in the Okara case the military was trying to change the terms
of contract for land that did not belong to it. Hence, the army itself came into
violation of the contract it had signed with the Punjab Government, which had
originally leased out these villages as part of a total of 35,508 acres to the
British Army in 1913. The 20-year lease agreement signed in 1913 and
renewed in 1933 for another five years stipulated that the land was to be used
as 'oat and hay' farms for raising the army's horses. According to senior
officials of the revenue department, the Pakistan army, which inherited the
lease from the British, did not bother to renew it when it expired 15 years
before these incidents, and also stood in violation of the lease agreement by
changing the use of land from oat and hay farms to
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dairy farms.™ The lease agreement does not allow the service to use the land
for any purpose other than growing fodder.*®

The only detailed study on the Okara farm issue highlights interesting
facts about the management of the farms. First, contrary to claims made by the
army authorities that income generated from the farms is given to the
government; the military farm authorities actually retain all the earnings.’
Second, the farm produce was being mismanaged, as a large quantity of milk
and meat was used to bribe senior officers. In her study on the Okara farms,
Kariappar claims that the Auditor-General's Department accused the military
farm authorities of mismanagement, rather than holding the tenants responsible
for the loss of revenue.™

The military's spokesman, the director-general of inter-services relations
(ISPR), Maj.-General Shaukat Sultan, said in defence that:

The needs of the Army will be decided by the Army itself, and/or the
government will decide this. Nobody has the right to say what the
Army can do with 5,000 acres or 17,000 acres. The needs of the Army
will be determined by the Army itself.*®

This arbitrary conversion of the usage of land violates the principle of 'eminent
domain’, a concept defined by Hugo Grotius as the law governing the
acquisition of the property of subjects of the state. According to Grotius:

the property of subjects under the law of eminent domain belongs to
the state, so that the state or the person who represents the state, can
make use of that property, can even destroy or alienate it ... whenever
it is to the public advantage.?

The application of this law varies according to the political nature of the state.
In the United States, the law of eminent domain has been interpreted according
to the liberal philosophy of John Locke, so the Fifth Amendment to the US
Constitution advocates the preservation of the right to private property. Locke
supported the right of a government to claim from its citizens its costs of
ruling, but without excessively threatening individual rights to private property,
or all such rights as generate happiness.?* This right is also upheld in the
French Declaration of the Rights of Man and of the Citizen of 1789. The
declaration stipulates that 'Property being an inviolable and sacred right, no one
can be deprived of it unless the public necessity plainly demands it, and upon
condition of a just and previous indemnity/“® It is noteworthy that these
approaches evolved as a result of years of struggle by the people in France and
the United States to establish the primacy of private property or the rights of
people. Although Pakistan's Land Acquisition Act of 1894 lays down specific
conditions for the acquisition of private land by the government, such as 'public
purpose’, the rules are implemented in letter and not in spirit because of the
authoritarian nature of politics.
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The opposite to Locke's philosophy is the Hobbesian or 'brutish' approach,
based on a more authoritarian control of society by the state, in which the main
authority (which could be an individual or a group of people) has the power to
determine the good of the rest of the population. This can be seen reflected in
the handling of the Okara farms case This Hobbesian notion is truly reflected
in the feudal character of the Pakistani state, where 'public good' is determined
by the ruling oligarchy. Being part of the dominant elite, the military has aped
the feudal behaviour according to which the authoritarianism of the institution
determines the flow of capital and the monopolization of resources. The
Pakistan military's land appropriation and subsequent possession and profit
making are unrivalled in the United States, France, Israel, India and all
societies that have consciously moved towards capitalism.

Military subsidiaries in agriculture

The subsidiary foundations, the FF, AWT and BF, are all beneficiaries of the
defence establishment's land grant policy. The FF farm in Nukerji in Sindh
covers 2,498 acres.”® Located close to the foundation-owned sugar mills, the
farm is used to experiment in trying to develop new varieties of sugar cane.
The AWT's main ownership of agricultural land is in the form of its
partnership with the army in controlling the Okara farms. The BF's farms are
used mainly as dairy farms to provide milk and other dairy products at
subsidized rates to serving naval officers.

Military agriculturists

The most conspicuous case of exploitation of land, however, relates to the
transfer of agricultural properties to military personnel. The military, as
mentioned above, has acquired about 6.9 million acres of land for further
redistribution to individual officers and soldiers. The entire concept of land
grants to the military is mired in the larger and redundant colonial tradition of
buying allegiance in exchange for land. As part of the policy pursued after
1857, the British rewarded their loyal subjects with land and access to water
sources for irrigation.?* According to an expert on comparative and regional
studies, Mustafa Kamal Pasha, the military was given land to encourage
professionalism or 'specialization’, which represented 'a complex interplay of
material forces, ideas, and institutions associated with colonial capitalism'.?

Laws such as the Punjab Alienation of Land Act 1900 ensured the use of
canal colony land as a means of rewarding those serving British interests. (This
was a land made cultivable by the construction of new water canals in the
Punjab and other provinces.) According to Imran Ali, who investigated the
development of agriculture in the Punjab, land was granted to individuals from
indigenous communities under various schemes, such as a grant to raise horses
which could then be acquired by the British cavalry. Following the principle of
rewarding the ‘faithful’, the Alienation of Land Act specifically stipulated the
allocation of 10 per cent of reclaimed or colonized
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land to the armed forces. This process of land distribution was incorporated
later into another law known as the Colonization of Land Act 1912, which was
subsequently updated by the Pakistan Government in 1965.

This law had a feudal underpinning, which involved benefiting from the
creation of local social classes that would guarantee the interests of the colonial
masters. This system impacted on relations within the society, since
individuals, groups, tribes or clans required state patronage to enhance their
power and financial worth. Relative power determined interpersonal and
institutional relations.

The existence of such laws is also a reminder of land distribution in
fourteenth-century Asia, where the Ottoman and Mongol invaders rewarded
their soldiers in cash or kind (the payment included land grants) to raise
fighting forces or ensure allegiance.? In Europe, land reward was central to the
creation of the broader extraction-coercion cycle. In eighteenth-century
Europe, for instance, Charles Martel (686-741 AD), the founder of the
Carolingian Empire and known for being a catalyst for the feudal system in
Europe, appropriated one-third of the church's lands for redistribution to raise
armoured cavalry.?’ The control of land would motivate the soldiers as well as
keep the subordinates in awe of the ruling monarch or feudal lord. The
authority over land was central to accumulating wealth and influence.

Although Pakistan's armed forces claim to be modern, the generals have
never abandoned the arcane feudal-colonial tradition. The Colonization of
Land Act 1912 was upheld and used to grant land to military personnel in all
the four provinces of the country, at highly subsidized rates varying from
Rs.20-60 (US$0.34:! .03) per acre. According to some disaggregated data
available for a few administrative districts in the Punjab and NWFP, an
average of 190,000 acres was distributed in each of these districts to military
officials from 1965-2003 (see Table 7.1). A rough calculation of the value of
this land is given in Box 7.1.

The total estimated amount of land and its worth is much higher than is
calculated in Box 7.1. A report in the English-language daily Dawn indicates
that some lands were given in 1981 at the rate of Rs.50 (US $0.86) per acre.
This was increased in 1994 to Rs.60 (US$1.03) per acre.”® It must also be
mentioned that the data given in Table 7.1 do not give the total picture of
military land in urban and rural areas in the four provinces of the country. A
more concise picture is given in Table 7.2.

The land in the military's control is acquired from the provincial or *-,
federal governments. Of course, the military does not present its land acquisition
as a case of land grabbing. Rather it talks about land acquisition in a very matter-
of-fact way.” This attitude is a reminder of the fact that the military uses an
institutionalized method to acquire land. Agricultural land is regularly transferred
from the provincial governments to the MoD, which is finally responsible for
dividing the total land acquired at a given time amongst the three services, which
then redistribute it among their individual members. This land allocation system,
inherited from the British, was fine-tuned during the Ayub regime. The military
dictator gave the military
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Table 7.1 Land allotment to military personnel, 1965-2003

District Province Acreage
DI Khan NWFP 185,000 173,000.7 153,000.5
Muzaffargarh Punjab 133 000.3 170,987 193,676
DG Khan Punjab 123,793 143,283 173,407
Rajanpur Punjab 273,413 387,283 193,863
Vehari Punjab 2,303,706.5

Pakpattan Punjab

Multan Punjab

Khanewal Punjab

Sahiwal Punjab

Lahore Punjab BOX 71 BaCk'Of the'
Kasur Punjab  envelope calculation of
Sheikhupura Punjab the value of mllltary land
Total

Taking a higher than average price paid
of Rs.50 (US $0.86) per acre, the total amount collected from the
allocation of the total number of acres in the 12 districts given in Table
7.1 and the land in Sindh (2,303,707 acres as shown in Table 7.1)
amounts to Rs.135.18 million (US$2.33 million). This is the amount
earned by the state from 1965 to 2004. However, applying an average
market price of Rs.100,000 (US$1,724), the land is worth approximately
Rs.270.37 billion (US$4,661.55 million).

Calculated at the current average market value per acre of Rs.250,000
(US$4,310), the estimated value of this land is about Rs.675.92 billion
(US$11,653.79 million). Of course, this is a rough calculation. An exact
calculation would first determine the exact number of acres given at a
certain time and multiply it with the exact value extant in the specific
district at that time. Since the exact data are not available, a back-of-the-
envelope calculation can take a mean figure of Rs.100,000 (US$1,724).
The price during these 39 years from 1965 to 2004 escalated from
Rs.30,000 (US$517) per acre to Rs.300,000 (US $5172) per acre.

its share of the colonized' land. The term refers to land brought under
cultivation by construction of new water sources such as barrages or dams.
Under this policy, 10 per cent of the land reclaimed through the
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Table 7.2 Division of 11.58 million acres of military-controlled land

Punjab Sindh NWFP/Baluchistan
Total land 62% 27% 11%
Cities 48% 19% 4%
Agriculture 14% 8% 7%

construction of three dams, Guddu, Kotri and Ghulam Mohammad in the
Southern Sindh province, during the period 1955-62 was given to military
personnel. These are three out of four dams constructed after 1947, resulting in
the reclamation of approximately 9 million acres of land, out of which about 1
million acres was given to military personnel. Some of the senior generals
benefited from the scheme, including General Ayub Khan (247 acres), General
Muhammad Musa (250 acres) and General Umrao Khan (246 acres).* In
examining the distribution of land within the army (summarized in Table 7.3),
it is evident that the senior officers benefited from the scheme more than the
ordinary soldiers.

The land allocation for each officer reduced over the years, however,
because of an increase in the number of officers. Currently, maj.-generals and
above get 50 acres of land, and more is given on the award of medals of
gallantry.™

The mass distribution of land through military awards has created a class
of military agriculturists. This was done for three reasons. First, the intention
was to establish communities in border areas that were familiar with the
security discourse, and hence could contribute actively to defence in the event
of a break-out of hostilities. Since the military personnel had lands in the
border areas, they would have a personal interest in securing the frontiers.
There is no evidence to suggest that such friendly communities actually
emerged, especially because most of the military who are granted land sell it
on. This was certainly the case with soldiers, who did not have access to
facilities to develop their land and tended to abandon it or sell it to local
landowners.

Table 7.3 Land entitlement for military personnel

Rank Acreage

Maj. general and above 240 acres
Brigadiers and colonels 150 acres
Lt.-colonels 124 acres
Lieutenants to majors 100 acres
JCOs 64 acres
NCOs 32 acres

Source: Siddiqui (1997).
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Second, creating a class of military agriculturists was meant to fill a gap in
the social development of a rural middle class. The absence of a strong middle
class in the rural areas strengthened the big landowners or the feudal class. The
Ayub Khan regime, it must be remembered, also introduced land reforms in
1958-9. The primary objective of these reforms was to challenge the power of
the landed-feudal class. The politicians who opposed Ayub Khan were from
the landed-feudal class, and the general wanted to teach them a lesson about
the state or military's power to take away their lands. Therefore, the land
reforms signified the power of the military organization over all other
institutions and classes.

These reforms did not actually attain much in terms of breaking the back
of the feudal class. This is evident in the report of the Land Reform
Commission in 1959. The big landlords only surrendered 871,000 acres, or 2.4
per cent of the total 31 million acres of cultivable land in West Pakistan.** The
reforms only reduced the ceiling for individual landholdings, and big
landowners could evade the law through transferring land to other members of
their families. According to an analyst, Ronald Herring, the reforms only aimed
at 'a forced sale of marginal land by some landlords to some tenants [rather!
than a genuine redistribution of wealth or alteration of agrarian structure'®
Moreover, the impact of the reforms was reduced because the bigger
landowners were compensated with 4 per cent government bonds, thus
providing a principal of Rs.89.2 million (US$1.54 million) and an annual
intg{est of Rs.3.3 million (US$56,000) to 902 individuals (see also Chapter
5).

Third, the military was granted land with the expectation that being hard
working, armed forces personnel would ensure the greater development of the
agricultural land granted to them, and this would bring about socioeconomic
and sociopolitical modernization. However, there is no evidence that military
agriculturists changed social backwardness in the country's villages, or brought
technological and sociopolitical modernization to rural Pakistan. In fact, until
the mid-1990s, military agriculturists tended to cash in on the land by selling it
to local landowners. This practice not only strengthened the local landowners
but also developed common interests between the military and the landed-
feudal class.®® Thus, the military became an instrument of feudalism and part
of the feudal class.

As was mentioned earlier, the largest beneficiaries of the land distribution
policy are the senior generals. Their benefits are not limited to the larger
landholdings they are granted, but are also in the form of indirect subsidies for
the development of the land, such as technical assistance and financial aid,
access to water, and the availability of farm-to-market roads. It is claimed that
some of the foreign military and economic aid received during the 1950s and
the 1960s was diverted to the development of land owned by senior generals.
In fact, when the finance minister of the Provincial Government of the Punjab,
Nawab iftikhar Hussain Mamdot, was questioned about this diversion of aid,
his response to the assembly was that 'foreign aid was meant for the army".*

This was not the only case of indirect subsidies. Actual visits were
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made for the purpose of this research to land owned by senior generals
including Pervez Musharraf, General Zaidi and former naval chief Admiral
Abdul Aziz Mirza. It was found that all these senior officers used serving
soldiers to guard and work on their lands. There were about nine or ten Ranger
officials on duty at all times at the farms of Generals Musharraf and Zaidi in
Bahawalpur. Similarly, there was a serving naval rating stationed at the farm of
Admiral Mirza. The soldiers serving on the farms of senior generals are
reminiscent of the private armies of knights and barons in sixteenth and
seventeenth-century Europe, or of serfdom in Russia. Soldiers do not join the
army to do the menial jobs for senior officers that they are eventually forced to
perform.

More importantly, these officers use their influence to get access to water
and farm-to-market roads, a facility that is not readily available to the small
farmers or landless peasants who are allocated land as part of the government's
benevolence. In their access to such facilities, there is actually no difference
between the landed-feudal class and the senior military officers. Both use their
political influence to get facilities that are not available to ordinary soldiers.
Furthermore, senior officers who choose to keep and cultivate their land by
proxy also get seeds, fertilizers and other agricultural inputs at subsidized rates,
which are transported to their land on military vehicles. The profit earned by an
officer through the resale of the developed land is phenomenal. Unlike a poor
peasant or soldier, who does not get the huge subsidies for making the land
cultivable, an officer can obtain land and then develop it at minimum personal
cost.

URBAN LAND ACQUISITION

Nothing could have brought greater attention to the military's burgeoning
economic empire than its urban real estate expansion. Today, the military is
one of the prominent players in urban real estate. The military housing schemes
in most major cities are highly overpriced and attract huge amounts of
speculative capital. Considering the growing value of real estate, the military's
stakes in the sector amount to billions of dollars, and remain largely
undocumented.

The defence establishment has the ability to bring any government land
under its control for 'public purpose’ by using the Land Acquisition Act 1894.
As is pointed out by legal commentators Shaukat Mehmood and Nadeem
Shaukat, the term "public purpose’ in this context is not a 'static’ definition and
is defined at the discretion of the government*’ The military's political
influence is critical in defining 'public purpose’ as meaning that it may
redistribute the land for personal benefit of its officers. This power is
unmatched, and explains one of the fundamental arguments of this book: the
military's utilization of its influence to engage in economic predatoriness to
accentuate the personal political-economic power of the armed forces. The
symbiotic relationship between political and economic predatoriness remains
most obvious in urban real estate, because of its high financial rewards.
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Since 1999, the armed forces as a group have owned the largest share of
urban real estate in Pakistan. The military's expansion into urban real estate
was in two phases: the first starting in the 1980s and marginally expanding
during the 1990s, and the second involving phenomenal growth after 1999. The
two periods coincided not only with the gradual consolidation of the military's
power but also with the flow of capital into Pakistan. The 1980s, when military
urban real estate was formally established, was a time when the value of real
estate in the country increased as a result of the inflow of capital, part of which
was black money generated from heroin smuggling during the heyday of the
Afghan war. In the second phase, Pakistan became a recipient of both legal and
illegal money from expatriate Pakistanis or citizens of other Islamic states, who
no longer found the United States and the West in general to be safe for
unquestioned investment.

Until the end of 2005, Islamabad was struggling to bring transparency into
its financial system, curb money laundering and document the economy.
However, efforts to stop the flow of illegal or undocumented money into the
real estate sector were foiled because of the interests of key stakeholders such
as the military. Although it must be a major profit earner, real estate was not
taxed in the budget for the financial year 2005-6.*® Reportedly, the strong
lobby that benefited from real estate investment checked any proposal to bring
this sector into the tax net or document it.*°

The military's urban real estate comprises commercial ventures and
housing schemes as shown in Figure 7.1. It includes markets and commercial
plazas, a sector that proliferated during the 1990s, and multiplied after 19909.
Most major cantonments, particularly those that are close to major cities and
towns, have built commercial plazas that are then rented out. However, the
housing schemes and land given for construction of private houses are a matter
of greater concern, because the military uses institutionalized methods to
acquire urban land for the benefit of its personnel.

There are three methods used for acquiring and developing housing
schemes:

*  Houses constructed on state land or A-] land.

» Private land appropriated with or without appropriate compensation and
developed into housing schemes by military subsidiaries. Lt.-General (rtd)
Rizvi pointed out that the Askari Housing Scheme of the AWT is directly
controlled by the GHQ.*

» Private land acquired by the Defence Housing Authorities (DHAS), the
management of which falls under the purview of the Army GHQ.

The major difference between the first and the last two categories is that while
the military acquires state land to build housing that is then sold to officers, or
distributes land to individual officers for the same purpose, the other two
schemes (managed by subsidiaries and the DHA) are technically private proj-
ects. The controlling authorities negotiate the purchase of land like any other
private buyer for constructing housing schemes. However, the controlling
authority is the military. For instance, the corps commanders in all major
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Figure 7.1 Military urban real estate

cities also serve as chairmen of the defence housing schemes. It is important to
note that these projects are basically for the military elite. Out of the 46
housing schemes directly built by the armed forces, none is for ordinary
soldiers. This fact was admitted by a military spokesman during an interview
with a reporter from Newsline magazine in July 2006. According to Maj.-
General Sultan, a housing scheme for soldiers was approved in principle but
has not been constructed.” The difference between officers and soldiers is not
surprising since such elite schemes, and many others built by major civilian
capitalists in the country, do not attempt to meet the severe shortage of lower-
income housing in the country. Reports indicate that Pakistan suffers from a
deficit of 6.3 million houses. As a result, about 20 per cent of the urban popu-
lation in the country live in slum areas that are devoid of all basic amenities.*?

Conversion of state land

The involvement of the military, and especially the army, in constructing
houses on state land dates back to the Zia regime, which initiated this policy.
Before embarking upon a discussion of this policy, it is vital to trace the origin
of urban land transfer to military personnel, a practice that, it is claimed by a
senior military land and cantonment executive, can be traced back to the days
after the partition of India in 1947. According to Riaz Hashmi, who spent a
major part of his career in the MLC Department, a number of officers obtained
land on lease in the cantonments after 1947.* Evacuee property in the
cantonment areas was granted to military officers who had migrated from
Muslim minority provinces in India to the new-born state of Pakistan.**

Subsequently, a number of non-immigrant officers also obtained land on
the basis of their seniority or prominence. For instance, General Azam Khan
and several other officers obtained huge chunks of land in the Lahore
cantonment. Azam Khan was a Pathan officer whose family had not migrated
from the Muslim minority provinces in India. The land was given to the
officers on a transferable lease for a period of 99 years. The 99-year lease is
extendable, especially in cases where military officers own the
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property, and there is no bar on the resale of the lease, or any tax charged on
profit made through its sale.*®

The military has continued to pursue this policy. In 2000, the army gave a
1,200 sg yd plot in Lahore Cantonment to its two top generals, Lt.-General
Khalid Magbool and Lt.-General Mohammad Amjad. While Magbool was
subsequently made governor of the Punjab, Amjad got a job as head of the
National Accountability Bureau, and later as MD of the FE. According to a
report submitted by the MoD to the Senate in 2003, about 78,292 sq yd or 16.3
acres (a total of 130 residential plots) were given to an equal number of
officers in different cities in the period from October 1999 to 2003.*® The
locations included the cities of Karachi, Lahore and Rawalpindi, and smaller
towns such as Kharian and Jhelum. The officers' ranks varied from full general
to captain.

Quantitatively, the distribution was fairly even, with senior, middle-
ranking and junior officers getting 46, 36 and 48 plots respectively.*’ However,
the plot sizes for senior officers were much bigger than those for junior
officers. Generals of all categories received plots of 800 sq yd. Plot sizes for
captains, on the other hand, were about 496 sq yd.*® However, these figures do
not show the full extent of the land grab in Lahore. The cantonment area,
which up until the early 1980s comprised a large segment of army training
grounds and firing ranges, has almost entirely been converted into a residential
area. In other words, army exercise and training grounds have been converted
from public to private use without the consent of the government or the
knowledge of the public for whose safety the land was initially provided.

This was pointed out in the report of the special audit conducted by the
Auditor-General's Department in Lahore. The report highlighted the transfer of
400 acres of land to army officers in Lahore. Since the housing schemes that
were planned by the Army Housing Directorate (established in 1968) had no
constitutional or legal status, the auditors found the construction to be in
contravention of existing laws. Furthermore, the government had lost money as
the land had been sold for the paltry sum of Rs.17 million (US$293,000). The
market value of the land was far more. The auditors also found the army
utilizing land that had been given for operational purposes for commercial
purposes. Approximately 24 pieces of prime land were being used
commercially without money being deposited in the exchequer.*® In some cases
markets had been constructed on B-2 land, which technically does not fall
under the ownership of the military. The rent collected from one such
commercial market, the Fortress Stadium in Lahore, is retained by the corps
headquarters with no accountability.

This exploitative use of state land is done through a process of decision
making internal to the organization rather than in consultation with the
government. In fact, one of the claims is that decisions on major military
housing projects are always made when the parliament is not in session.* Such
arbitrary redistribution raises concerns about the misuse of state land,
especially cantonment land. Major cantonments include Lahore (12,000 acres),
Karachi (12,000 acres), Rawalpindi (8,000 acres), Kamra (3,500 acres),
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Taxila (2,500 acres), Peshawar (4,000 acres) and Quetta (2,500 acres). A retired
senior MLC executive feared that given the fact that there is no check on the
military's conversion of land, most of the cantonment land would ultimately be
commercialized.” In fact, the Lahore, Karachi, Rawalpindi and Peshawar
cantonments are no longer restricted army areas. As has been seen in the case
of Lahore, officers were given ownership of large residential properties in
other old cantonments as well.

A conservative estimate of the worth of the land in Karachi, Lahore,
Peshawar and Quetta cantonments is approximately Rs.500 billion
(US$8,620.68 million). Although sources blame Ayub Khan for introducing the
senior officers to the value of urban property, the actual practice of granting
urban land to officers can be attributed to General Zia ul Hag. Zia used such
rewards to please his senior officer cadre.* He needed the support of the army's
senior management, and its officer cadre in general, to consolidate his power.
Since then, the three services have followed the practice of allotting urban land
to their officers, particularly senior officers. The urban properties enhanced the
personal financial value of individual officers. A former army officer who later
became one of the country's biggest business magnates, Ikram Sehgal, is of the
view that the award of rural and urban properties added to the worth of the
senior generals. As a result a typical maj.-general is worth Rs.10 million
(US$172,000) and a It.-general Rs.50 million (US$860,000). However, as a
result of the involvement of senior generals in real estate development, such as
Lt-General Zarrar Azeem, who was the corps commander, Lahore later during
the Musharraf regime and notorious for his involvement in a DHA land scam,
the typical value of a senior general has escalated to Rs.100 million (US$1.72
million).>® Sehgal's estimation is based on conservative estimates, and if market
rates were applied to the properties of the senior generals, their estimated worth
would vary from Rs.150200 million (US$2.58-6.89 million).

It is a fact that a number of senior generals have benefited from the mili-
tary's land distribution. Some of the prominent beneficiaries include General
(rtd) Shamim Alam Khan, chairman, Joint Chiefs of Staff Committee (allotted
a 1,066 sq yd plot in the costly F-7 sector on 11 June 1994), former chief of
army staff, General (rtd) Abdul Waheed Kakar (allotted a 1,200 sq yd plot,
number 6 in sector G-6/4 on 7 September 1996), Air Chief Marshal (rtd)
Farooq Feroze Khan (allotted a 1,033 sq yd plot, number 13 in sector F-7/2, on
29 January 1995), former naval chief admiral (rtd) Saeed Muhammad Khan
(allotted a plot measuring 1,066 sq yd in sector F-7 on 11 June 1994), former
naval chief admiral (rtd) Muhammad Saeed (allotted an 800 sq yd plot, number
19 in sector F-8/1, on 30 August 1987), and former naval chief, Admiral (rtd)
Yasturul Haq Malik (allotted a 800 sq yd plot, number 551 in sector F-10/2, on
4 November 1991). The current market value of a single plot of land varies
from Rs.70-100 million (US$1.21-1.72 million).>

It is also important to note that the allocation of plots to each officer is not
necessarily limited to just one piece of property. In certain cases, more than
one urban plot was given. For instance, according to a list of land awards to
officers, eight plots were allotted in the name of the
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director general (DG), ISI in 1994. The list placed before the Senate shows that
five plots were allotted in the name of the DG, ISI on 15 April 1994 in sector
F-11/2. The plots, measuring 666 sq yd in total, included numbers 193,194, 261,
262 and 263. He was allotted two more plots on 16 November 1994 in sectors
F-7/4 and ¥-7/2, each measuring 1,600 sq yd. Another plot, measuring 1,244 sq
yd, was allotted in the same name in sector ¥-7/1 on 26 October 1994.>

Most of the land given directly by the three services is carved out of state
land in contravention of the military and land cantonment laws. The Military
Land and Cantonment Manual disallows the utilization of the A-I land for non-
military purposes. This type of land is specifically meant for operational
purposes. According to Riaz Hashmi, the housing schemes are an anomaly
from the standpoint of the military land and cantonment law, which disallows
any conversion of this type of land for any purpose other than those stipulated
in the law. In Hashmi's view, the precedence for transforming military
cantonment land started in the 1950s with Ayub Khan, who rented out his own
house built in Rawalpindi cantonment on B=2 land. Other officers followed
suit.>® This was a case of senior officers earning profit from the rental or sale of
urban properties that were given to them for their service to the state.
Subsequently, state land used by the military for operational purposes was
taken by the armed forces and converted for private use. The three services
acquired the land for further redistribution amongst its officers.

In response to a question in the Senate regarding the questionable transfer
of land, the Army GHQ stated that the service considered itself the sole
authority for disposing of land in its use considered surplus by its
management.”” The words of Maj.-General Shaukat Sultan, ‘we don't build
houses or other projects on state land but on military land', show that the armed
forces consider themselves above the law and accountability.®® The fact that the
general drew a distinction between military and state land shows where the
army placed itself in reference to the state and its legal provisions. The
organization's strength has determined the redistribution of land, resulting in
accelerated profits.

The corps commander Mangla, Lt.-General Taugeer Zia, who was also the
chairman of the Pakistan Cricket Control Board (PCCB), during his tenure as
the chairman of the PCCB transferred portions of the Karachi National
Stadium to Karachi Cantonment Authorities for further transfer to senior
officers. The financial returns were superb. A minimum investment of Rs.0.6
million (US$100,000) brought a profit of about Rs.15 million (US$258,000) in
a matter of 60-90 days. This rriirlimum investment refers to the development
charges taken from each officer for a 600 sq yd residential plot at a prime
locality; the second figure is the market price. Therefore, it is not surprising to
see senior generals having relatively easy access to capital to multiply their
wealth. For instance, General Pervez Musharraf bought farmland in Islamabad
worth approximately Rs.40 million (US$690,000), and the former DG ISI
made Rs.100 million (US$1.72 million) through the sale of his farmland.> The
total estimated worth of Musharraf's disclosed
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land assets is around Rs.600 million (US$10.34 million). Details are given in
the later part of the chapter.

This perpetuated nonchalant attitude of the army towards law or
government authority has been infectious, and the smaller services are now
found to be replicating this behaviour. For instance, the PN used 3,000 sq yd
(0.6 acres) of A-l land to build the Bahria Complex, which is run on
commercial lines and generates a profit that is not turned over to the national
exchequer.?® Similarly, the PAF used 735 acres of land on its Risalpur Base for
commercial purposes.® In both cases, this was the unsanctioned use of military
land for non-operational functions.®?

Senior generals justify the conversion of military training grounds, firing
ranges and cantonment land to commercial markets on the basis of welfare for
the jawans. A case is put up for such actions, and examples of similar activities
by the Chinese and Indonesian armed forces are given. However, unlike the
Chinese and Indonesian militaries, the needs of the Pakistan's defence
establishment are completely catered for by the government. Military
expenditure has always received top priority, and this drive to commercialize
military areas is a case of economic predatoriness rather than a real necessity.

The stories of the military's economic predatoriness are endless. In
Karachi, the largest cosmopolitan centre, the army has set up about eight petrol
stations on state land. Advertisements in national papers inviting expressions of
interest from private parties for shops and commercial plazas built on A-l land
by different army corps became the fad after the October 1999 military
takeover. Moreover, the military and its subsidiaries are also involved in land
grabbing. For instance, the National Logistic Cell (NLC), a subsidiary of the
army, forcibly occupied land in Malir, Karachi for commercial use. One source
claimed that the NLC just extended its boundary and took possession of the
land adjacent to its premises.®® Successive governments have not only ignored
these activities but have implicitly approved of this behaviour through
providing further incentives. In one case, the government gave Rs.4 billion
(US$68.96 million) worth of land in Karachi in 2004 to the AWT

The army has often forced the provincial governments to grant land for
agriculture or other purposes. In most cases, the acquisition is justified in the
name of national security or the reason is not given at all. For instance, the
service demanded 20,000 acres in 2000 along the superhighway in Karachi, an
upcoming area for industrial development.®* The army also asked for 12,000
acres of agricultural land for transfer to military personnel affected by the
establishment of the capital in Islamabad during the 1960s.®> This particular
attitude generates resentment, especially in smaller provinces that see the
military as an invading force rather than a national army. The military's
acquisition and distribution of land among its personnel is not just about
money, but also tells the story of the organization's power and influence.

The resentment increases when people see the military using its authority
to forcibly occupy public or private land. For instance Commander Abid
Saleem, the commandant of the navy's cadet college, Potaro in Sindh, is
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accused of forcing the villagers of Mallah in Jamshooro, Sindh to vacate the
village so that it could be occupied by the college authorities. These villagers,
who had been occupants of the land for the previous 50 years, had finally been
given ownership of the land during the tenure of Prime Minister Mohammad
Khan Junejo (1985-8). In 2005 the cadet college authorities tried to force the
villagers to leave the land, a move protested by the villagers who filed a writ in
the Sindh High Court. Although the case was under consideration by the court,
the commandant of the cadet college tried coercive methods to harass the
village folk, such as building a wall around the village, the access to which was
manned by naval police. Although Saleem denied the charges, he admitted that
the case was being heard by the High Court. He claimed the villagers were
creating media hype to get public attention.®

The military authorities levelled similar allegations against the Okara
farmers, who were accused of conspiring with some foreign-funded NGOs to
take possession of an expensive piece of land. (See page 178.) Similarly, the
owners of land in Pattan in NWFP claim that the FWO occupied their land
without any compensation. The military's construction company built a
temporary camp for its men while it was constructing the Karakoram Highway
in 1962-3, and gave the owners the impression that the land would only be
occupied for the duration of the road construction. Subsequently, the temporary
camp was made permanent, and expanded, without any compensation being
paid to the owners.®’

Similar stories can be heard in Baluchistan, such as the army's occupation
of private property in the Chamman district. Reportedly, the villagers of
Maarmalang are contesting their claim with the army for ownership of over
129 acres of land. The army, which established itself in Chamman in 1963*
when the district was being developed, later acquired the ownership of 200
acres of land. In June 2005 the army authorities gave notice to the villagers to
leave this further area, on the premise that the land belonged to the army. The
villagers claim that the land belongs to the Ashezai tribe, and that its people
were farming it even before 1947. They believe the army is interested in the
property because it has increased in value. It is no longer farmland but a small
town with markets, houses and cinemas.® It is possible that the property in
Chamman is planned to be used for profit-maximizing activities such as the
construction of commercial plazas.

Since the end of the 1970s, the military have become keener to establish
profit-making ventures, the returns from which are not transparent or subject to
public-sector accountability processes. But even if the intention behind
occupying the land in Sindh or Baluchistan is to expand the existing military
cantonment in the area, it is at the cost of depriving the local people of their
land. A Pakistani political analyst, Kaisar Bengali, views the cantonments in
Pakistan as 'the new metropolis and the civilians have been pushed back to the
status of the "natives™.*?1 saw evidence of the mindset described by Bengali
during a visit to a restaurant in the Quetta Cantonment in 1996. A sign in the
window read 'Civilians not allowed'. It is reminiscent of the colonial regime,
when native Indians were not allowed in certain places frequented by the
British.
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Seeing the military use its authority to control land and its resources, the
paramilitary organization, the Rangers, followed suit and exercised its
authority over 100 km of the coast in Sindh and Baluchistan. Starting from
1977, the Rangers took control of more than two dozen lakes in the area, with
the stated purpose of securing the coastal area from an Indian threat. However,
the Rangers then used their authority to stop the local fishermen from fishing
in the waters, and sold the fishing permits to big contractors. This had a
disastrous effect on the livelihood of local fishermen, whose numbers reduced
from 7,000 to about 200.”° This is clearly a case of the state security apparatus
exploiting land resources, endangering the lives and livelihoods of the
indigenous people.

To return to military housing schemes, since the early 1980s the three
services of the armed forces also began a project to construct housing for
officers at subsidized rates.”* The idea was for every officer to own a house or
an apartment by the time he retired from active duty, towards the cost of which
a nominal contribution of about Rs.200-1000 (US$3.45-17.24) would be
deducted from his pay.” The final payment for the construction was then
deducted from the officer's commuted pension at the time of retirement.

Interestingly, the cost of the land is heavily subsidized, particularly if the
construction is on state land, Therefore, these are private housing projects
constructed on subsidized land. Since it is privy to the town expansion plans,
the government helps in guiding the cooperative's management over where to
purchase the land. Because of its influence the military gets preferential access
to resource distribution policy decisions, and this results in what Kaisar Bengali
terms ‘allocation inefficiency'.”® According to this concept the military or
members of the ruling elite get greater opportunities to invest their capital,
particularly ones that are likely to provide handsome returns. A lot of senior
military officers seem to have benefited from preferential access to information
by buying properties, the value of which is later enhanced. It is partly because
of this preferential access to information that the senior generals have turned
into a propertied class. For instance, General Musharraf owns about eight
properties, which include 2,000 sq yd of land in DHA, Karachi, a 1,200 sq yd
plot in Morgan, Rawalpindi, a 900 sq yd plot in Peshawar, 50 acres of
agricultural land in Bahawalpur, 600 sq yd in Eastridge in Rawalpindi, 1,200 sq
yd in Gwadar, Baluchistan, and a farmhouse in Islamabad.”

Housing schemes by the military subsidiaries

Another type of the military's real estate is the private-sector housing schemes.
Under this format, cooperatives controlled by the various services of the armed
forces purchase privately owned land and develop it for resale. The army-
controlled AWT and the Navy's BF take the cake as military-sponsored
realtors. The air force has the least share in the housing business. The AWT
and Bahria have at least two housing schemes in each of the three major cities
of Karachi, Lahore and Rawalpindi/Islamabad. In fact, the navy has a far more
extensive presence in real estate development.
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While its initial investment was a joint venture with a private investor under
the label of Bahria Housing Schemes, later the navy established an independent
scheme called 'anchorage’. This was done after relations with the private
investor went sour. However the Bahria scheme, which is predominantly run
and controlled by the private investor, continues to use the navy's logo and
blue emblem. (See page 159.)

The armed forces claim that these projects are private-sector operations
run by 'authorities’ registered under civilian commercial regulations. The top
management of these authorities are retired military officers. The military is
also represented on their governing boards by senior serving officers. For
instance, the corps commanders head all the DHAS, with serving brigadiers or
colonel-level officers serving in the management. In addition, the land is
offered for resale only to serving or retired officers or their families. These
people are then free to resell their land to whoever can pay the exorbitant price,
including civilians. As a result there are more civilians living in cantonments
and defence housing schemes. The armed forces still claim, however, that this
does not make a strong case for the military's involvement in the real estate
business. Defending the DHAs, Musharraf suggested that the argument that the
military's real estate is an indication of its commercial interests is evidence of
the 'jealousy’ of some Ipseudo-intellectuals’. Addressing a congregation during
the inauguration of a DHA desalination plant in Karachi in 2004, he claimed
that:

The defence societies everywhere are the top societies of Pakistan ...
now, why are we jealous of this? Why are we jealous if somebody
gets a piece of land, a kanal of land, cheap when it was initially, and
because of the good work done by the society, the price rises by 100
times and the man then earns some money. What is the problem?
Why are we jealous of this? There's no problem at all.”

Partially agreeing with Musharraf, Lt.-General (rtd) Magbool claimed that the
housing schemes show the military's interest in developing real estate for the
benefit of its members, but not its involvement.”® Such statements are contrary
to the fact that the military's political power is crucial in creating land
entitlements' that benefit its senior officers in particular. The number of
officers directly involved in the business is immaterial. What matters is the use
of the organization's influence in securing land for the benefit of the military
echelons.

The Defence Housing Authorities (DHAS)

One of the important planks of the organization's housing schemes is the
Defence Housing Authorities, known by their acronym DHA. The DHAs in
major cities such as Karachi, Rawalpindi and Lahore were established through
the direct use of the army's political influence. The DHA was created in Lahore
in 2002 through taking over the Lahore Cantonment Cooperative Housing
Society Ltd, originally established under the Punjab
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Cooperative Societies Act 1925.”" This was the first housing scheme to be
taken over and converted into an authority directly controlled by the army. The
takeover was done through a Presidential Order, which later became the 17th
Amendment to the constitution.”® From that time, all other private housing
schemes in cantonment areas or adjoining military areas were turned into
autonomous bodies with their own rules and regulations.

The higher rates of return that are earned by investors in these depend on
the influence of the investor or the stakeholder. For instance, the military's
influence is crucial in acquiring land at cheaper rates which is then sold at a
higher price. This price escalation is what Musharraf refers to above. The
secret of high returns lies in ensuring that there is a large difference between
the purchase price and the sale price. These profit margins require preferential
access to information, which is directly linked to the power of the investor. The
ability to control information about town expansion plans, and to influence
decision making, is crucial in determining the net value of a town development
project. Senior civil and military bureaucrats are well positioned to manipulate
such information to their personal advantage.

An expanding town tends to absorb rural land for which the original price
is relatively low. It could be argued that the original owners could carry out
speculative investment themselves, but the information regarding town
expansion is manipulated, and the owners are often subject to subtle coercion
as well as the expectation of greater profits if they collaborate. As a result, the
land is purchased at lower rates to provide a greater profit margin. The DHA
Lahore, for instance/ pays original owners in kind and not in cash. The owners
are 'advised! to sell their land in return for two 500 sq yd residential plots per
acre. The price of these can be expected to escalate after the development of
the entire housing project.

There are numerous players that speculate in real estate, but the military
remains a major stakeholder. The most benefit in the DHA schemes goes to
military officers, who are only liable to pay development charges. There is no
payment for land acquisition. Retired and serving military officers are also not
liable to pay property taxes and certain other government dues. Most of the
money earned by the DHA is through taxes and fees paid by civilians.
Although the initial sale is made to military personnel, there is no bar on the
subsequent sale of land to civilians. There is not even a time limit for resale,
and as a result there is major speculation in real estate. The level of this
increased by leaps and bounds, especially after 9/11.

Instead of setting up industries or generating employment, the extraor-
dinary financial flow into Pakistan moved into real estate. This happened
during the 1980s as well. The Afghan war fought jointly by the United States
and Pakistan brought in a supply of 'greenbacks' to Pakistan, which were
invested primarily in real estate. The rows of empty commercial plazas in
Islamabad built during the Zia ul Haq regime are evidence of nonproductive
and speculative investment.

The DHAs tend to be adjacent to military cantonments, especially in major
cities like Lahore, Karachi and Islamabad. Geographically, they are an
extension of military-controlled areas and are governed by the same rules
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as cantonments. The property transfer and taxation laws, for instance, are
similar. The similarity of laws means that unlike resident civilians, military
personnel do not pay property taxes. Moreover, the management of the areas is
almost identical. Leaving aside the technicalities or administrative details,
people generally consider DHAs as no different from the cantonments. This
linkage actually results in greater private investment in these housing schemes.
It is a fact that people have greater faith in investing in military-controlled
schemes because there are fewer instances of fraud than in civilian-run
schemes. Military personnel attribute this to their indisputable capacity for
discipline, and to better management.

The military's internal land redistribution is driven by a hierarchical system
in which the senior officers draw maximum dividends. Profit-making
opportunities are cautiously trickled down to the mid-ranking and junior
officers to ensure a certain level of discipline. A ifree for all' system would
eventually result in the extinction of all individual predators. Therefore
predatoriness is carefully institutionalized, with an additional concern to keep
the share of senior officers larger than that of junior officers. This discipline
also guarantees the subservience of junior officers, who remain ever careful of
the senior management in the hope of eventually rising to senior positions and
thus getting greater perks and privileges.

The perks and privileges provided to senior officers, including land grants,
have progressively resulted in increased corruption in the armed forces. This
has not remained exclusive to real estate. A number of reports are coming into
the fore of officers involved in financial kickbacks related to weapon
procurement, and other cases of corruption.” This could be as a result of the
greater aggressiveness of the media, or it could simply indicate increased
corruption amongst the officer cadre. The questionable involvement of senior
army officers behind the real estate-related scandal in the DHA, Lahore has
raised quite a few eyebrows.

The scandal concerns the DHA entertaining more applications for the sale
of plots than the actual number of plots. It must be noted that to apply to buy a
plot in a DHA scheme, it is necessary to pay a certain percentage of the total
cost of the plot, so there is an obvious financial advantage to the DHA!if too
many deposits are accepted. Reports indicate that senior generals involved with
the development scheme were aware of this scandal.?’ It is fair to say,
however, that the military housing schemes generally have a better reputation
than some civilian-run operations for the clarity of documentation and
transactions. Many private housing schemes launched by influential and
moneyed people or companies have proved to be fraudulent, and it is difficult
for common people to retrieve their money from problematic or questionable
real estate or other investment schemes, because of powerful interests and
corruption in the judiciary, which is further weakened through political
compulsion. Military-run land development schemes enjoy relative confidence
and invoke a greater sense of security.

An ill-founded perception exists that DHAs or military-controlled schemes
have better systems of personal security: that is, protection against common
theft, robbery and other hazards. They do not, on the whole, but
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they probably do have fewer robberies and less petty crime than civilian
schemes. The fact is that the military's presence and involvement itself results
in a better environment and more security. Since a number of senior retired and
serving officers have their stakes in these housing schemes or actually reside
there, petty criminals are far more wary about targeting these areas. This gives
military-run housing projects a better reputation, which is useful for marketing
them. The level of cleanliness and quality of infrastructure also tend to be
better. This results in relatively good and stable price escalation in military-
controlled urban land schemes. Military-controlled schemes have established a
clientele even in smaller towns like Bahawalpur, where the Bahria Town
scheme resulted in an escalation in the price of land where it was built. Earlier,
the original landowner had faced problems in selling his land.**

The military's prominent position in the country's power politics is
essential for realizing profitability in the real estate projects controlled by the
armed forces. Although complete data on the net value of the military's stakes
in urban real estate are not available, it is possible to outline some examples to
give a sense of the nature of the stakes and profitability. For example, the AWT
housing scheme at Sanjiani, Punjab on 750 acres developed at the cost of
Rs.720 million (US$12.41 million) earned a profit of Rs.24 billion (US$413.79
million), at a conservative estimate. The profitability of the defence housing
scheme (MORGAH-I & 1) in Rawalpindi and the Park Town housing scheme
in Lahore is equally noticeable. In the first instance, 3,375 acres were acquired
at about a total cost of Rs.ll billion (US$189.65 million) and were later sold for
approximately Rs.135 billion (US$2,328 million).® It is not surprising in the
light of these profits that the DHA, with its army management, has gone for an
expansion in which it forcibly appropriates private land. The aim was to
acquire an additional 4,000 acres through collusion with the local
administration and the lower judiciary. The land revenue department was
forced to not release any documents pertaining to these 4,000 acres so that the
owners could be coerced into selling the land.®®* The villagers lodged a protest
against the high-handedness of the DHA authorities. They claimed that they
were being forced by the military authorities to move out of their villages and
accept Rs.57,000 (US$982.70) per kanal (0.125 acre) in compensation.®*

The second case refers to a new private housing scheme established in the
outskirts of the DHA Lahore. Reportedly, the DHA authorities manipulated the
law to take control of the scheme.® This was a case of a collaboration between
the various centres of power which benefited from joint exploitation of land
resources, and hence an example of crony capitalism.

Because of its comparatively high value, urban property in particular is
much sought after, and has been used to buy loyalty in strategic institutions
such as the judiciary. Members of the judiciary are encouraged to acquire
residential plots or are offered land as rewards.®® There have also been
instances of more explicit encouragement, in the form of providing oppor-
tunities for other social and professional groups to acquire urban land. In 2004-
05, the government offered residential plots to journalists. These
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opportunities are intended to divert essential civil society groups such as the
media from criticizing the regime. As the prominent columnist Ayaz Amir
points out, the land distribution is done at the risk of destroying the level
playing field for everyone to acquire land.?’

The case of the DHA Karachi, which is in the heart of the main cosmo-
politan centre, near the sea and airport, is similar to other such housing
schemes. This scheme measures 8,672.051 acres and represents an extension of
35,501.55 acres to the Karachi cantonment.®® After 1999, another 4,000-unit
housing scheme known as Creek City was planned on 90 acres of land adjacent
to the DHA. A rough estimate of the worth of Creek City alone is about Rs.400
billion (US$6,896.5 million). Given the volume of profit, it is not surprising
that the army authorities pay no heed even to some of their own people who
have spoken out against 'institutionalized corruption’. An ex-army officer who
is currently a newspaper columnist and businessman, lkram Sehgal, wrote
about the impact of the army's profit-mongering on its professionalism. He was
also of the view that housing projects like these were detrimental for the
environment of the city of Karachi."

Defence housing schemes in other cities such as Lahore have also under-
gone substantial expansion, enhancing the total area included in the DHA to 93
sq km. One senior military land and cantonment officer was of the view that
the city of Lahore would soon expand to a point where it would touch the
border with India. This expansion, he added, was planned solely by the army
authorities and with the view of reaping financial benefits.*

The negative implications of these elite housing schemes are not limited to
the concentration of wealth alone. To begin with, these housing projects do not
solve the problem of the general dearth of housing in the country. On the
contrary, they lead to a rise in speculative investment. Profits generated
through the sale of urban land contribute to the upward social mobility of a
certain class. In addition, the elite housing schemes are a sign of problematic
town planning. On the one hand, elite, upscale neighbourhoods are created
through claiming rural land. On the other, there is an imbalance of town
development: some neighbourhoods have better facilities than others, which
does not strengthen the overall town ethos or elevate it from a 'ruralopolis' to a
metropolis.” The disparity between the elite and ordinary urban planning
becomes noticeable when the elite schemes are compared with the rest of the
city or town structure. It could be argued that such disparities are found across
the world, but they become more pronounced where elite structures are
combined with disproportional political power.

Coercion for appropriating land

The urban land acquisition raises eyebrows because of the military's use of
coercive methods to acquire land. The army has often used its authority to
procure private land without due compensation and through arm-twisting the
civilian authorities. An example of the illegal use of authority concerns the
villages of Niazian, Hummak, Sihala and Dhok Kanial in the administrative
district of Islamabad. The villagers filed a writ in the Lahore High
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Court (Rawalpindi Bench) against the AWT's grabbing their 4,000 acres of
land, an action that was claimed to be justified in the name of 'national interest’
and for 'defence purposes’, and for which the villagers were not adequately
compensated.

These villages are part of the master plan for the expansion of the capital
city, Islamabad. The initial no-objection certificate (NoC) given to the GHQ by
the Capital Development Authority (CDA) was limited to Hummak village.
However, the army extended its control to other villages and forcibly acquired
the land without compensating the people. Justifying the acquisition as in the
national interest, the AWT's attorney argued that the grant of land for housing
army officers was in the interests of the institution. Interestingly, the High
Court decided the case in the AWT's favour, upholding the acquisition as being
fin the national and defence interests of the country'.*> This is an odd judgment
considering that the AWT is registered as a welfare foundation and claims to
be operating in the private sector. This was a case of the army using its
authority to benefit a private venture and a select group of officers at the risk of
harming the interests of the general public. The Supreme Court, however,
overturned the High Court's decision and asked the AWT to compensate the
villagers.

While these villagers had the sense and the will to move the superior court,
there are many in cases in the country where the military has not paid any
compensation. For instance, in Quetta valley, Baluchistan, the army appears to
have forcibly grabbed private property amounting to hundreds of acres.
Reportedly, since 1993 the local residents and owners of the land have not been
allowed to lay a single brick on their land. The army planned an extension of
its garrison, but the GHQ did not have enough funds to compensate people at
market rates, or even at the dirt-cheap official rate, so the movement of people
was restricted until such time as the service could move the government to pass
an order enabling it to acquire the land.®® A similar situation could be observed
in Sindh, where the MoD acquired 210,722 acres during the 1980s and 1990s
for the defence services without paying compensation to the provincial
government.** The military was one of ten departments of the federal
government that defaulted in paying the cost of the land to the Sindh
Government.

This kind of illegal use of authority in coercing private civilian owners or
the government is also obvious in other cases, such as the land acquisition for
the construction of the new GHQ in Islamabad. The MoD acquired 1,165 acres
of land in 2005 at a throwaway price of Rs.40 (US$0.68) per sq yd, which, as
the MoD clarified, was legally considered the right compensation for
acquisition of land for official purposes.” Later, another 1,085 acres were
allotted by the federal government in the same area at the rate of Rs.150
(US$2.58) per square yard. The land will be used not only for construction of
the military headquarters, but for residences of officers, schools, markets and
other facilities. The army authorities are forcing the government to relocate
3,500 villagers at the government's expense, and to oblige the residents of
Chauntra village, who have refused to vacate their land, to move to an
alternative location.”
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THE SOCIOLOGY OF MILITARY LAND

The problems highlighted above are not the only ones created by the military's
land acquisition. In fact the whole issue of military land, especially in rural
Pakistan, adds to the larger problem of feudalism and unequal social
relationships. The military agriculturists are largely absentee farmers who, as
mentioned earlier, do not till the land themselves. For instance, during a visit to
the farms of General Pervez Musharraf and some other senior generals in
Bahawalpur it was learnt that these lands were being tilled by landless peasants
who did not get any legal or social protection for their services. Prior to the
1990s, many military agriculturists tended to sell their lands to the local feudal
or the new rural capitalists, who purchased the land not to pursue agriculture as
a profession, but as a symbol of their influence and wealth.

Sociopolitically, absenteeism perpetrates authoritarianism.”” The linkage
between absentee land ownership and authoritarianism is because it is primarily
the large landlords or those with authority who can afford to benefit from the
land without actually tilling it themselves. The presence of big or influential
agriculturists adds to the problem of inequitable distribution of land resources.
According to one estimate, there are 20 million landless peasants in the
country. There are also a large number of small landowners who do not match
the big landowners in political influence. According to Hamza Alavi, during the
1970s only 5 per cent of landowners controlled over 70 per cent of the
landholdings in the country.®® This situation has not changed substantially, as is
obvious from Akbar Zaidi's later analysis in Issues in Pakistan's Economy."
According to the 1980s census by the government cited by Zaidi, 34 per cent of
holdings of farmland in Pakistan fell into the size category of less than 5 acres.
This, however, constitutes only 7 per cent of the total farmland. On the other
hand, 0.34 per cent of the farms in the country represent ownership of 8.5 per
cent of the total agricultural land. Such a division is most pronounced in Sindh
and the South Punjab regions, which are the key agricultural areas and are
known for large landholdings.’® Because of limitations on the flow and
accumulation of capital, a strong middle class cannot emerge in the rural areas.

The military agriculturists, particularly the senior officers, have adopted
feudal norms and seem to compete with local big landowners in areas where
they acquire land. For instance, in South Punjab a number of senior army
generals-turned-agriculturists have also become numberdars (state-appointed
local notables who collect water taxes and deal with other land revenue-related
issues in the area). Although the government does not pay a number-dar for his
services, the incumbent has a lot of clout as a result of his position as a
representative of the state's interests, with connections to the local police and
revenue authorities. This is part of the feudal tradition in Punjab. According to
reports, Lt.-General Shahid Pervez, who was once the corps commander,
Bahawalpur, and the former interior minister, Lt.-General (rtd) Moin-u-Din
Haider, are numberdars of the villages of Chak 104 DB and Chak 44 DB
respectively. The farmer chairman JCSC, General Aziz Khan, and secretary
establishment, Brig (rtd) Ejaz Shah, also became numberdars of their
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villages, Chak 47 and Chak 143. The appointment as numberdar also allows
these officers to acquire another 12.5 acres of land. Apparently, General Pervez
Musharraf is the numberdar for Chak 13 BC.*® Such appointments flout the
spirit of the tradition behind the office of numberdar, who is supposed to be a
local resident of the area with the ability to perform revenue-collection tasks
and strengthen relations with the local community in the process. Since these
generals do not reside in the areas where they have become numberdars, the
task of revenue collection is carried out by their representatives, who are also
not local people. The position of numberdar, however, is acquired to bolster
the political influence of the serving and retired generals in the rural areas and
to get them additional land.

The symbiotic relationship between land and authority motivates the
upwardly mobile middle class to acquire symbols of power. The symbolism of
land, especially agricultural land, was pointed out by the economist Harris
Gazdar in his study on rural land in Pakistan. The author is of the view that the
civil and military bureaucracy chose to acquire land because of the peculiar
political symbolism of the land.! The symbolism is mired in the feudal ethos
of the dominant classes, which is followed by most people who want to
advance socially and become members of the dominant elite. This is also
apparent from the farmhouses built around large cities like Lahore, Karachi and
Islamabad. The opulence and lifestyles of the owners mostly display the
decadent feudal culture. The show of wealth and blatant imitation of the
landed-feudal class in these new neighbourhoods represents a reverse cultural
trend of cities aping the cultural norms of feudal villages. Owned mostly by
literate, often western trained and educated civil and military bureaucrats and
industrialists, who are fully exposed to technological modernization, the
farmhouses are a reminder of the traditional feudal-cum-authoritarian lifestyle.
This has been termed the culture of a ‘ruralopolis’}, defined as 'not a
homogenous rural region separated from cities. It is the rural part of an
extended region comprised of a chain of high-density districts, centred around
towns and cities."® This term was coined by Mohammad A. Qadeer, an expert
on urban and regional planning. Although Qadeer's explanation is limited to the
structure of the city and the infrastructure, the definition could include the
cultural dimension as well. A ruralopolis adopts the rural-feudal culture,
exhibited through the lifestyle of the 'new feudal lord'. For instance, the wild
parties or mujrah$™ held in a lot of these farmhouses are reminiscent of the
lives of perverse feudal lords, images of which can be found in Tehmina
Durrani's autobiography, My Feudal Lord.!®® The possession of power and
authority lies at the heart of the monopolization of land by the dominant classes
in the country. The poor or the landless peasants on the other hand are deprived
of their rights to own land. This is borne out by the case of the village of
Nawazabad in Bahawalpur. Hundreds of landless peasants suffered eviction
from the state land they had occupied for many years after the land was allotted
to military personnel. In a video interview, these peasants protested against
being turned out of the land they had partially developed and reclaimed from
the
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desert without being given any fair hearing. Regardless, the peasants continued
to be threatened with dire consequences unless they vacated the land. The
peasants understood the court's inability to intervene on their behalf.
Furthermore, junior military officers came to threaten these people, ridiculing
the law, and advising the peasants that even the courts could not save them
from the army's authority. As a result, the affected people of Nawazabad found
no difference between the dominant feudal lords and the praetorian military.
The traditional feudal lords were as averse to allowing the people to live on
their lands as the military, which deprived poor people from their livelihood on
state land.

Unable to build their homes on lands owned by powerful landlords, these
people often occupied state lands. Their treatment forced one woman in
Nawazabad to bitterly demand that 'if there is no place for us here, then they
[the authorities] should put us on a truck and drop us in India'.*®® This was an
ultimate form of protest to the authorities that had treated these people
unkindly. The local civilian administration, for example, supported the military
rather than the poor landless peasants. The peasants claimed that the local
revenue officers stood aside and let army officials threaten poor peasants with
dire consequences if they did not leave.*’

Equally perturbing was the story of the people of the small fishing village
of Mubarik in Sindh. Situated near the Sindh-Balochistan border, their village
on the shore was once their territory. For over five years now, they have
watched as the land has been slowly pulled from under their feet. Generations
of their families have lived there peacefully as fishermen, but no longer. A few
years back, the villagers found that they could no longer move freely on their
own land. The PN ordered the residents of Mubarik to limit themselves to a
small area. But that was not the only restriction: they were also told not to
construct houses on the land because the adjoining land fell within the range of
the navy's target-practice range. The villagers claim that the PN broke a
promise and extended its presence beyond a point that they had previously been
assured would be the limit of its expansion. In fact, the PN has continued to
expand its presence despite the fact that there is no provision in the existing
rules for a naval cantonment. Meanwhile, the uneducated villagers are unable
to contest their rights: they neither know the law, nor have the money to take
legal action.

However, even those who take recourse to legal action might not neces-
sarily get immediate justice or fair treatment. In Yunisabad near Karachi, the
PN took forcible possession of the floating jetty - and the land on which it was
built - which belonged to the village and was used to transport locals,
especially the sick. For villagers from nearby Shamspir, the jetty was their only
access point to land. A writ was filed with the Sindh High Court against the
illegal act of the navy' and several letters were written to the district
administration highlighting human rights abuses by the PN. Despite such
action, the people continued to be harassed and occasionally beaten up. The PN
failed to honour a court order not to interfere with public traffic,"®® The service
had too much at stake. The PN wanted to control the village and the
surrounding area, from which it is known to sell sand.
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Besides the ill-treatment of poor people, the commercial activity of selling
sand is creating environmental hazards. The removal of sand has made the
saline sea water come deeper inland. This, however, is not the only case of
environmental degradation. Reportedly, a few kilometres of Clifton beach in
Karachi are under threat because of the expansion of the DHA Karachi in a
scheme worth Rs.1.5 billion (US$25.86 million). The DHA was given public
or state property to develop a private housing scheme for which the local
people were not consulted regarding their concerns about environmental
damage.'%

The naval authorities appear oblivious of the environmental degradation,
and emphasize their authority and profit. Their attitude is no different from the
big feudal landlords, who are also only concerned with their personal interests.
Obsessed with their personal stakes, the feudal landlords have also been a
cause for encouraging the military to acquire land and other essential resources.
The big landlords of South Punjab, for instance, where the military has
acquired thousands of acres for distribution amongst its personnel, have really
not tried to resist the military's land acquisition. For instance, Khursheed
Zaman Qureshi, a prominent landowner from Southern Punjab, who also
served as the provincial minister for agriculture from 2000-02 in Musharraf's
military government, did not object to the armed forces acquiring land in
Southern Punjab. Although the common people are anxious about the military
getting preferential treatment over the indigenous poor population in the
ongoing land distribution in the three districts of South Punjab, Qureshi did not
feel obliged to challenge the military's interests. In fact, the former minister
appreciated the association between the landowners of Southern Punjab and the
military, sharing the view that military agriculturists brought development to
the region, which the local landowners could not negotiate with their
counterparts from the politically significant Central Punjab.

Military agriculturists definitely brought a greater share of water to
Cholistan, the desert area of South Punjab, where they were allotted land.*** A
large number of senior military generals benefit from the controversial Greater
Thal canal irrigation project, meant to develop agricultural land in the desert of
South Punjab. Mushtaq Gaddi, who works on the politics of water distribution
in Pakistan, has argued that the Thai canal will primarily irrigate the lands of
senior military officers rather than benefit the indigenous Cholistani people.***
It is worth noting that the local authorities showed more efficiency in
distributing the newly reclaimed land to the military than to the landless
peasants from the area. This efficiency can also be explained as a result of the
organizational structure of the Cholistan Development Authority (CDA). The
body responsible for transferring land to various claimants and for
development of the area has a number of retired army officers in senior
positions.

Meanwhile the land and the related water distribution issue seem to
generate a negative social cost, in terms of relations between the centre and the
smaller provinces such as Sindh, which face an acute water deficiency.
Farmers in Sindh complain of water shortages, which have forced some, such
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as Basheer Shah, to cut down their mango orchards. Explaining the water crisis
in rural Sindh, Basheer Shah claims that 'there is hardly any water in the
canals, the lakes are drying up and out tube wells are producing brackish water
that forced me to take the brutal action of cutting down trees'."*

The development of coastal town of Gwadar in Baluchistan by the federal
government is another example of how the state's authoritarian intervention in
smaller provinces, for the benefit of the military and other groups with
investment capital, can harm the federation. The Baluch leaders and people are
unhappy about the fact that Gwadar's ongoing development, which has allowed
many influential groups and the military to buy land, is detrimental to the
sociopolitical environment of the area and the province at large. The Baluch
leader, Atauilah Mengal, was of the view that:

the construction of Gwadar town and allocation of land to the mili-
tary, civil bureaucrats and other influential groups from Punjab will
result in an influx of outsiders into the province which will unsettle
the local culture. It would change politics because the majority will be
outsiders.'*®

Such intervention by the state and the resultant opposition to land distribution
by the local people is bound to weaken the federal structure of the Pakistani
state, a reality that the military generals sitting far away in Rawalpindi do not
seem to evaluate out of fear of disrupting their own interests and those of their
civilian clients.

The military's political clout is central to its control of real estate in the
country. The organization's political power is instrumental in influencing the
civil authorities, a fact borne out by a legal dispute between Brig, (rtd)
Muhammad Bashir and a landless peasant, Abdul Karim. The provincial
government transferred about 33,866 acres of land in Bahawalpur division to
the army GHQ in 1993 without checking the title of the land, some of which
had previously been leased to landless peasants from the area. About 3 kanals
(0.375 acres) of the 396 kanals (49.5 acres) given to Brig. Bashir was actually
the property of Karim. In its eagerness to favour the military authorities, the
district government representatives tried to disprove Karim's claim to the land.
Karim took action to retain his land, and when Bashir went to court to prevent
him, the Lahore High Court supported Karim, overturning the decision by
Bahawalpur's local administration to award the land to Bashir.

Bashir then filed an appeal in the Supreme Court of Pakistan. The
Supreme Court upheld Karim's ownership of the land, and admonished the
district collector for acting capriciously, and arbitrarily transferring land to the
army when it had been marked as ‘land not available’ for allotment. The Court
also reproached Bashir for impinging upon the rights of a poor peasant. In the
historic Abdul Karim Supreme Court judgment passed in September 2003, the
judges repeated the following quotation from John Steinbeck's The Grapes of
Wrath and cautioned against accumulation of property in the hands of a few:

204



THE NEW LAND BARONS

And the great owners, who must lose their land in an upheaval, the
great owners with access to history, with eyes to read history and to
know the great fact: when property accumulates in too few hands, it is
taken away. And that companion fact: when a majority of people are
hungry and cold they will take by force what they need. And the little
screaming fact that sounds through all history: repression works only
to strengthen and knit the repressed. The great owners ignored the
three cries of history. The land fell into fewer hands, the number of
the dispossessed increased, and every effort of the great owners was
directed at repression. The money was spent for arms, for gas to
protect the great holdings, and spies were sent to catch the murmuring
of revolt so that it might be stamped out. The changing economy was
ignored, plans for the change ignored; and only means to destroy
revolt were considered, while the causes of revolt went on.™**

While Abdul Karim got justice, this decision of the Supreme Court is not being
used as a precedent for other cases. Amazingly, Karim received justice not
because he had the means to take legal action, but because Brig. Bashir wanted
his land and took the case to court. It is unlikely that this historic judgment will
help many other poor villagers, though, as the only way for them to benefit
from this landmark judgment would be to initiate expensive legal proceedings.
It is also unlikely that the senior military officers learnt any lesson from the
court judgment: they continue to look at the landless peasants with suspicion
and contempt. One naval officer, for example, was of the view that ‘Why do
landless peasants have greater rights over land? They do not deserve land just
because they are poori™® Similar sentiments were expressed by Maj.-General
(rtd) Saleem, who believes that 'there is no difference between allotment of land
to poor people and the military. The armed forces personnel deserve to be given
land as much as the poor landless peasants.'**® Over the years, the military elite
in Pakistan have joined the club of other dominant classes in the country to
exploit resources including land. As 1 argue in this chapter, the organization has
systematically used traditions or created norms to occupy state land for the
benefit of the military fraternity. There is a constant threat of alteration in the
use of millions of acres of state land that is under the organization's direct
control, and for land which is not controlled by it. The military uses its political
power to acquire land and to alter the use of state land from operational
purposes to private ownership. The change in the use of land from public good
to private benefit serves the interests of senior generals and the officer cadre at
large, and in this they behave no differently from the big landowners and the
landed-feudal class, especially in the treatment meted out to ordinary soldiers
and poor indigenous people. The military's authority and linkage with the
political and institutional power base is instrumental in turning it into one of the
prominent land barons in the country. The exploitation of land makes the
generals no different from the top civilian landowners in the country.
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8 Providing for the men:
military welfare

In Pakistan, the military is one of the most attractive professions, especially for
the young men from military families and the lower-middle class, who see
military service as an opportunity for employment, influence and upward
social mobility. The organization's significance in the job market is owing to
its political influence and system of welfare, among other reasons. The military
has a reputation of taking care of its serving and retired personnel. As well as
providing a comparatively sizeable pension, the military provides a variety of
compensatory packages to its personnel, including urban and rural land,
employment and other facilities. Such schemes are meant to enhance the
already existing sense of camaraderie that is central to the ethos of the
organization. This chapter analyses the military welfare system, and evaluates
its political implications for state-society relations.

MILITARY WELFARE

The military provides post-retirement benefits for its personnel because, as
Maj.-General (rtd) Agha Masood Hassan put it, 'the military behaves like a
social organization ... it is a social organization that looks after its men while
the civil and the politicians do not look after their men'! The general's
comments show the Pakistan military's efforts to attract and retain relatively
good-quality personnel through offering good facilities and an image of an
organization that takes care of its people and their needs even after they cease
to work. Indeed, there are several methods by which the welfare of military
staff is taken care of.

The advantages provided to military personnel can be divided into non-
tangible and tangible benefits. The first category relates to the social influence
that is gained through working in the armed forces. Over the years, the military
class has evolved and become conscious of its power and influence. Since the
military jealously guards its superior image, there is a tendency to treat armed
forces personnel with kid gloves. This is certainly true of the Punjab and parts
of the NWFP, from where military personnel are usually recruited. As a result,
military personnel have grown accustomed to being shown respect. Even in
smaller towns and villages, an association with the armed forces creates greater
opportunities to get problems solved by the district administration. Some of the
best clubs, guest houses and other such facilities belong to the armed forces,
not to mention the availability of health and educational facilities that are far
better than those available for the civilian population.

The tangible benefits include military pensions, the grant of urban and
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rural properties, and employment provided to retired military personnel. The
military caters for the well-being of about 9.1 million people, including retired
personnel and their dependants. Every year, the central government spends a
hefty amount on military pensions. In order to impress financial aid donors like
the IMF and the World Bank with its conservation of resources, the Musharraf
government has indulged in cosmetic massaging of the national accounts, such
as separating out military pensions from military expenditure and allocating
them to the government's overall pay and remuneration account. This change
was carried out to reduce the size of the defence budget. However, the fact is
that the government pays out a larger sum in military pensions than civilian
pensions (see Table 8.1).2

This disparity between military and civilian pensions occurs because
military personnel get better salaries, allowances and pensions than civil
servants. (These figures do not include other forms of compensation provided
to armed forces personnel.) The civil bureaucracy suffers from relatively low
pay and no additional incentives. The pay scales determine the size of eventual
individual pensions. A study by the Pakistan Institute of Development
Economics (PIDE) on public-sector wages, which included a comparison of
civilian and military pay scales during the period after the 1970s, showed that
public-sector wages declined during the 1970s.®> However, other research for
the PIDE by economist Zafar Nasir shows that skilled public-sector workers
received better pay than unskilled and less well-educated informal private-
sector workers. Civilian government employees, as the study indicates, earn
less than formal private-sector workers mainly because of their poor pay
structure.*

The differential between public-sector pay (especially military pay) and
private pay structures is common all over the world. Although US soldiers get
better pay than Pakistanis, it still does not bear comparison with private-sector
remuneration in the United States. The relatively poor pay of the armed forces
also lies at the heart of the system of military welfare all over the world. The
armed forces around the world offer additional perks and privileges to their
personnel in order to attract good personnel and to be able to retain these
people in service. The military welfare or (more

Table 8.1 Comparative sizes of military and civilian pensions

Military pension Civil pension
Year (Rs. billion) (Rs. billion)
2000-01 28.247 NA
2001-02 26.415 5.393
2002-03 33.494 6.130
2003-04 30.826 6.372
2004-05 30.181 6.156

Source: Office of the Accountant-General Pakistan Revenues (AGPR), Islamabad.
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appropriately) retirement system 'is designed to serve as an inducement for
enlistment and re-enlistment, to create an orderly career path, and to ensure
"youthful and vigorous" military forces!.?

The military welfare system includes all post-retirement benefits: financial
compensation and other post-retirement facilities such as health care, housing,
and re-employment for armed forces personnel. Other militaries, such as the
US and British armed forces, also have systems to provide for the welfare of
retired military personnel. For instance, in October 1996 the US Congress
passed Public Law 104-262, the Veteran's Health Care Eligibility Reform Act
of 1996, providing enhanced healthcare benefits to all veterans. In Britain there
are specific facilities for war veterans and retired personnel. The Army
Benevolent Fund and other charities provide for the welfare of ex-services
personnel and their families. The extent of inducements offered varies,
however, from military to military.

It is important to note that most armed forces recognize the significance of
providing welfare for their personnel and their families. An awareness of the
need to take care of soldiers and their families did not come about until the late
seventeenth century. Up until the Crimean War (1854-6) there was little
recognition of the personal needs of soldiers. In fact, there was little acceptance
of soldiers having families.® However modern and professional armed forces
recognize the need to provide welfare for their personnel, and take care of their
personal environment, making pensions the key component of the military
welfare system. According to Asch and Warner, researchers at the RAND
Corporation, financial compensation is a means for retaining high-quality
individuals rather than facilitating the reintegration of military personnel into
civilian life.” Financial compensations are also an incentive for the least-
talented individuals to seek retirement earlier in their careers.® Officers are
encouraged to leave military service after 20 years of service to allow younger
people to replace them, and this makes it possible for the state to maintain a
youthful corps. (Officers tend to last a little longer than enlisted or junior
commissioned officers (JCOs) and noncommissioned officers (NCOs).)
Therefore, a large number of officers and enlisted personnel retire at an early
age. The financial compensation provides the necessary cushion for the
retirees, especially during the period in which they seek employment in the
civilian job market.

The Pakistan military's method for attracting and retaining better-quality
personnel is to offer them a far more thorough welfare package than is offered
in a number of developed countries. The welfare system is futuristic in
providing a financial and social security cushion, which officers and soldiers
may need after retirement. For instance, the housing schemes and the provision
of agricultural and urban land are meant to relieve the pressure of finding
accommodation or alternative means of living after retirement from active
duty. Such amenities, it is believed, increase professional efficiency and
contribute to the recruitment and retention of better quality officers. However,
there is no evidence to prove this hypothesis.

The Pakistani military's welfare system is based on two distinct models,
which are explained in the next two subsections.
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THE FAUJI FOUNDATION MODEL

The first model is the conservative method of providing health, educational and
employment facilities to retired personnel and their dependants. According to
this approach, the armed forces raise resources to build facilities for retired
personnel. The Fauji Foundation (FF) was built around this concept. The FF
uses profit earned from its commercial ventures to build the infrastructure
needed to provide health care, education and vocational training for ex-service
personnel and their families. The FF runs 276 welfare operations and
undertakings, and its primary work includes health care and education. In
health care, the organization runs 11 hospitals, 23 medical centres, 31 fixed
dispensaries and 41 mobile dispensaries. Of the FF's current Rs.1.6 billion
(US$27.58 million) welfare budget, approximately Rs.0.9 billion (US$15.52
million) is spent on health care and Rs.0.7 billion (US$12.07 million) on educa-
tion. According to the exact figures given by the chairman of the FF, Lt-
General (rtd) Mohammad Amjad, Rs.811 million (US$13.98 million) were
spent on health care in the financial year 2002-03. These medical facilities
entitle armed forces personnel to health care in areas not catered for by the
existing network of the army combined military hospitals (CMH) or the
hospitals run by the PAF and PN in larger cities and towns.®

The FF has a parallel infrastructure for education. It runs 90 schools and
colleges, with an enrolment of about 40,000 students, plus nine technical
training centres for males, and 66 vocational centres for females, which
provide training in sewing and stitching. The chairman claimed that it has
trained about 60,527 women, who receive a monthly stipend of Rs.200
(US$3.45) during their training. Including these stipends took the FF's
spending on education to approximately Rs.777 million (US$13.4 million) in
the financial year 2002-3.

Since its inception in 1953-4, the FF claims to have provided 3 million
stipends to trainees, at a cost of approximately Rs.2.12 billion (US$36.55
million). The FF also provides cash grants to the three service headquarters,
supposedly for welfare expenditure. For instance, in the financial year 2002-3
the organization gave cash grants to the army GHQ of Rs.18.6 million
(US$321,000), to the navy HQ of Rs.1.4 million (US$24,000), and to the air
force HQ of Rs.1.8 million (US$31,000).

The FF's model of post-retirement benefits is categorized in the literature
on social welfare as a participatory form of welfare, since it is operated directly
by the beneficiaries, often grouped together as a distinct community. The
available literature on welfare recognizes the presence of special-interest
groups taking responsibility for the welfare of their own members.*® However,
the literature also talks about the representation of the otherwise
incommensurable needs of individuals by a relatively small group of people
chosen as representatives, or a local elite. The decision-making structure of the
FF and other military foundations is highly elitist. Post-retirement benefits are
decided exclusively by the military high command, without the participation of
the jawans. Consequently, there is no system of feedback within the military
regarding client satisfaction by the personnel for whom
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the welfare system is intended, and to whom the various packages are offered.
Col. (rtd) Bakhtiar Khan claims that the actual beneficiaries of the welfare
system are the officers and not the ordinary soldiers.™

The FF is also a source of re-employment for armed forces personnel. The
organization has 12,377 employees including about 4,618 ex-service personnel.
In most cases, individuals are employed on a three-year contract basis. As in
the United States, where financial compensation generates relative lethargy in
re-employed military personnel,*? the retired military personnel in the FF and
other military-owned foundations obtain greater leisure mainly by putting in
less effort at work. This increases the cost of the foundations' operations
substantially. However, the idea behind the foundations is not just to make a
profit but to accommodate retired military personnel, in consideration for their
welfare.

The FF claims to have 9.1 million beneficiaries, a figure that is likely to
increase by another 1 million in the next five years. These figures, it is further
claimed, represent approximately 5 per cent of the total population. According
to the governor of the State Bank of Pakistan, Dr Ishrat Hussain, this particular
figure represents a substantial portion of the population, and the fact that these
welfare foundations provide a social security net for these number of people
naturally justifies their commercial ventures.™

THE AWT MODEL

The Army Welfare Trust (AWT) follows a different model from the FF. Like
the Bahria Foundation (BF) and the Shaheen Foundation (SF), it was formed
on the principle of generating profit to buy additional welfare for armed forces
personnel, and to provide post-retirement employment for retired personnel. As
directed by their governing boards, the three foundations directly provide
resources to the relevant service headquarters, to be distributed later among
individuals or invested in welfare projects. However, in the absence of
transparency it is difficult to assess the extent of the three foundations'
contribution to welfare. The service headquarters do not provide any data about
the finances of their welfare activities. This is because foundations established
under the Charitable Endowment Act 1890 are exempt from all public-sector
accountability processes. In any case, a glance at Table 8.2 will show the status
of the AWT's contribution to the army's Welfare and Rehabilitation Directorate
Fund from 1992-2001.

Yet another method of post-retirement compensation is the AWT-
controlled Askari Bank's Army Welfare Scheme. Under this scheme, serving
and retired officers voluntarily invest money with the bank, which is returned
with a dividend after a specified period. There is a minimum investment
requirement of Rs.50,000 (US$862) and a maximum of Rs.1.5 million
(US$26,000). The AWT's first head, Maj .=General (rtd) Fahim Haider Rizvi, said
that an upper limit for investment was introduced to stop individuals from
misusing the facility. The Askari Bank provides high rates of return. In 2003, the
scheme paid a dividend of about 9 per cent, which was higher than most
national banks or saving schemes.!* In the past, this figure used to be about 16
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Table 8.2 The AWT's Welfare Fund contribution

Year Contribution

1993 242,853
1994 407,973
1995 478,201

1996 499,454
1997 2,632,295
1998 707,132

1999 (715,214
2000 (1,129,988)
2001 971,074

(Figures in brackets represent negative contributions.)

per cent, with no bar on the amount invested. Apparently befare the limit was
introduced, officers borrowed money from public-sector banks at lower rates
and invested it in the Welfare Scheme.™ The investment scheme and credit
facilities are accessible to senior officers rather than ordinary soldiers.
Compared with the FF and the AWT, there is very little information avail-
able on the SF and BF. In 2000, the PAF's SF claimed to have spent about 20
per cent of its annual profit on welfare activities. Its financial turnover for that
year was about Rs.600 million (US$10.34 million), but that figure gives little
indication of the net profit. The SF's other contribution is to provide jobs to
approximately 200 PAF officers and airmen. Its reported annual intake of air
force personnel is 40, including 4-5 retired officers and 35-40 retired techni-
cians/airmen.’® Similarly, the AWT provides jobs to approximately 5,000
retired personnel, and the BF to about a hundred naval personnel. The role
played by these foundations in providing employment to retired personnel was
recognized by President Pervez Musharraf. According to Musharraf:

there's retired military officers who are the bosses [in the foundations]
but, again, they generate employment, not only for retired military
officers and men which is essential because military officers retire at a
very young age .... A major retires at the age of 40/45. Shouldn't he
get some employment? And also, much more than the military, it is
the civilians that are employed.*’

Thus, these foundations are seen as benefiting a larger community than just
armed forces personnel, through establishing industries and businesses and
generating employment.

WELFARE FOR INDIVIDUALS

The welfare foundations, however, are not the only method of ensuring the
long-term well-being of military personnel. As was discussed at length in
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Chapters 6 and 7, the military uses various methods to benefit the members of
its fraternity. The two critical areas are grants of urban and rural land, and
creating employment opportunities for ex-service staff other than through the
foundations.

As was mentioned in Chapter 7, the armed forces have acquired millions
of acres of agricultural and urban land, which they distribute among their
members. While the distribution of urban land is limited to the officer cadre,
rural land is provided to officers and soldiers alike at highly subsidized prices.
Agricultural land, as mentioned in Chapter 7, is provided at a very cheap rate of
Rs.20-60 (US$0.34-1.03) per acre. The distribution of land follows an approach
initially instituted by the British, who gave land to those joining military
service to secure their loyalty. The colonial power was sensitive to building the
local soldiers' stakes in the security of the British Empire. Yong argues that 'it
was in the soldier's homes and villages, and not in the regiments, that the
“loyalty" of the army was often won or lost'.*® The process of buying loyalty
included keeping the soldiers and their dependants content. This contentment
was necessary for insulating these people from external political influences,™
so welfare was an essential tool for strengthening the professional ethos in the
British Indian Army. The British authorities realized that ‘'when all is said and
done, [the men work] for the monthly wage, the other pecuniary wages and the
pension'. % Pakistan's military continued with this policy to retain the loyalty of
its men. In fact, these perks and privileges, especially the land grant, are a
major inducement for personnel to join and remain in the armed forces. The
higher the rank, the more privileges are received. Promotion in the armed
forces, however, is pegged to better performance in staff courses and work in
general.

The defence establishment also takes care of its members after they leave
service by providing at least some of them with post-retirement employment.
Successive military regimes have given retired personnel positions in the civil
service. The welfare and rehabilitation directorates in each service head-
quarters organize employment for retired members. The directorates have the
advantage of being able to find opportunities in the civil service.

The military's share of civilian public-sector jobs is specified under the
Establishment Code (popularly known as Esta Code) of the federal govern-
ment. According to Serial nos. 125,126,127,130 and 131 of Chapter Il of the
Code, 50 per cent of the vacancies in basic pay-scale (BPS) grades 1-3 and in
BPS-4 for staff car drivers and despatch riders are to be given to retired
military officials. In addition, the military was granted a quota of 10 per cent of
civil service positions at grade BPS-17 and above. During Zia ul Haq's regime
the government agreed to reserve 10 per cent of all public-sector vacancies for
former members of the armed forces.

In an interview in October 2003, the head of the Armed Forces Services
Board, Brig, (rtd) Zahid Zaman, strongly objected to complaints that the
military was edging out civil bureaucrats from their jobs. According to him,
retired military personnel only occupy about 2 per cent of available public-
sector jobs, which is far below the specified quota.?! In any case, finding post-
retirement employment is not a huge problem, especially considering
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the political clout of Pakistan's armed forces. With the strengthening of the
armed forces in the country's power politics, defence service is one of the most
sought-after careers in Pakistani society, especially for the lower-middle class.
Private entrepreneurs are happy to give employment to retired military
personnel to boost their business opportunities. According to Kaisar Bengali,
private entrepreneurs use these personnel to ‘benefit from the military's clout in
government'.?? Even political parties seek out armed forces personnel to
develop ties with the military. The opportunities are further enhanced under
direct military rule Lor military-led regimes. For instance, General Musharraf's
regime has been accused of increasing the intake of retired and serving military
officers in all segments of the government and the public sector. Islamabad
inducted over 1,200 armed forces personnel into middle and senior
management positions, and about 2,000 NCOs and ORs at lower levels in
government departments. In addition, the welfare directorates in the three
service headquarters serve as focal points for helping retired personnel to find
jobs in the private sector. The Armed Forces Services Board also helps in
finding jobs for retired personnel.

THE POLITICAL GEOGRAPHY OF MILITARY WELFARE

The military welfare system, however, creates its own set of problems. The
most prominent issue relates to the politics of the distribution of military
welfare. Military welfare resources are seen as contributing to the existing
imbalance of resources between the various provinces. The smaller provinces
complain about the dominance of the Punjab province over other provinces,
especially since 75 per cent of the armed forces are from the Punjab. The frus-
tration of the smaller provinces increases because of the Punjab's 50 per cent
quota in the civil service, which is the largest share of any single federating
unit of the state. Although three out of 22 cabinets have been headed by prime
ministers from Sindh and one from Baluchistan, the general perception is that
given the influence of the state bureaucracy (both civil and military), the
smaller provinces have not received fair treatment and have no share in the
distribution of resources or the country's decision making.

The welfare funds are naturally invested in the largest province, as is
obvious from Figure 8.1. According to the data given in this chart, the Punjab
provides a sizeable majority of JCOs and other ranks (Ors). It is followed by
the NWFP, Azad Jammu and Kashmir, Sindh and the Northern Areas
(popularly known as tribal areas). Baluchistan, which is politically the most
turbulent, has the least share in the armed forces. However, the data given in
Figure 8.2 presents a slightly different balance.

The greater share of Sindhi officers shown here does not mean that these
are all ethnic Sindhis. It refers to the induction of new Sindhis, or migrants
from Muslim minority provinces in India, popularly known as Mohajirs, most
of whom settled in Sindh. General Pervez Musharraf, and previously General
Mirza Aslam Beg, and other national leaders came from the migrant
community.

The Punjab's greater share of military employment also does not mean
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that the jobs are equally spread across all regions of the province. A glance at
Figures 8.3 and 8.4 will show that military recruitment is concentrated in
certain parts of the Punjab and the frontier provinces.

The area known as the 'Salt Range' serves as the breeding ground of the
present-day armed forces. These figures are endorsed by Stephen Cohen's
research. According to the author of The Idea of Pakistan, approximately 75
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per cent of the army is drawn from three districts of the Punjab and two
districts of the NWFP.% The military's recruitment pattern follows the British
tradition of procuring personnel from certain key areas.

The concentration of ex-servicemen in Sindh, on the other hand, is in two
districts, Karachi and Hyderabad (see Figure 8.5).

The share of each province reflects the sociopolitical structure of the state
and society. Since Pakistan's society is traditional, social mobility is low and
familial ties are strong, hence the majority of personnel are drawn from
specific areas. Welfare funds are also invested in areas from where the military
IS recruited, Approximately 72 per cent of the welfare budget is invested in the
Punjab, 13.21 per cent in the NWFP, 2.64 per cent in Sindh, 18 per cent in
Baluchistan, 8.92 per cent in Azad Kashmir and 2.87 per cent in the Northern
Areas. (This data mainly refers to the FF's welfare budget®*) A look at Map 1
will further elaborate the fact that the bulk of the businesses conducted by the
four welfare foundations are concentrated in the Punjab. The concentration of
the military's business projects in the Punjab is also because of the availability
of a relatively better infrastructure. Except for the BF's operations, which are
naturally placed in Sindh because it contains the coastal city of Karachi, and
some agri-based industries of the FF and AWT, most of the industrial and
business projects are located in the largest province of the country.

This naturally increases the bitterness of the smaller provinces. Unfor-
tunately, there is no mechanism available to eradicate the larger problem of the
ethnic imbalance of the armed forces, which lies at the heart of the inequitable
distribution of welfare resources.
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Figure 8.5 Military pensioners data, Sindh
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The military's well-structured welfare system for its serving and retired
personnel and their dependants is the envy of most civilians, who do not get
similar opportunities. In particular, the re-employment opportunities provide
great relief to ex=service personnel in a country that suffers from a high
unemployment rate.

The military's welfare system in Pakistan is enviable both inside the
country and outside it, especially in most developing states which lack such a
robust welfare system for their armed forces personnel or other citizens.
Working on the principle of taking care of its personnel ‘from cradle to grave',
Pakistan's military, unlike most others, provides a number of schemes such as
urban housing, rural and agricultural properties, reemployment in the civil
service and other public sector institutions, and a system of health and
education for the dependants of military personnel. These perks and privileges
are in addition to the pension paid to retiring officers and soldiers. The benefits
of the welfare system, however, are concentrated on the upper echelon of the
armed forces, and this results in the vested interests that were discussed in the
previous three chapters.

The system might serve the interests of armed forces personnel and help
the organization retain better quality staff, but it has substantial sociopolitical
costs, in terms of exacerbating the tension between the Punjab and the smaller
provinces. Most of the welfare funds are reinvested in the larger province.
However, this discrepancy is part of a larger structural flaw whereby the
Punjab is over-represented in the military and civil bureaucracy. Since the
state's bureaucracy dominates decision making, this results in greater
frustration for the ethnic population of the smaller provinces. Therefore, people
who claim that the military's welfare system does a service to the nation by
taking good care of a certain segment of the population and being well-run also
need to look at its larger cost. The welfare system, or the set of perks and
privileges provided to the armed forces, is part of the greater distributive
injustice that the country suffers from.
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Whether the military should be involved in commercial activities and allowed
to develop serious economic interests is an important question. The military's
direct involvement in money-making activities has significant financial and
sociopolitical costs, because the profit-making role is dependent on the armed
forces' preferential access to decision making, and this is detrimental for
creating a free-market economic environment. The previous five chapters have
described and evaluated the structure and growth of the Pakistan military's
economic empire and its political might. Since its formal inception in 1954,
Milbus has grown exponentially. It is a segment of the military's economy
which is largely hidden from the public and not subject to the government's
accountability procedures. Moreover, it serves the interests of a select group of
people. A combination of these two features of Milbus makes this capital
inherently illegal. As has been proved in the case of Pakistan, an increase in the
military's economic activities is directly proportional to its political power.

The generals justify Milbus as a contribution to national socioeconomic
development and as part of the organization's welfare system for armed forces
personnel. However, it will be argued in this chapter that the economic
efficiency of the various military-controlled foundations is questionable. The
fact is that many of these economic operations pose a burden on the defence
budget and the larger national budget, because they use state resources or
divert money from the defence budget to finance deficits. Moreover, the
military's internal economy has huge opportunity costs, such as encouraging
crony capitalism and hampering the growth of a free-market economy.

THE COST OF ECONOMIC INEFFICIENCY

The military's commercial ventures, especially the Army Welfare Trust
(AWT), and some operations of the Shaheen Foundation (SF), the Fauji
Foundation (FF) and the Frontier Works Organization (FWO), are not cost-
efficient. This assessment is based on available financial data for these
ventures for the period from 1998 to 2001, and audit reports of the government
which have established the fact that resources continuously leak from the
government's treasury to these companies, although they are supposed to
operate in the private sector.

Given the lack of transparency of the military-controlled companies, it was
not possible to access updated financial information. From a technical/legal
standpoint, the welfare foundations are not liable to provide information
regarding their operations to the public. Since the four foundations were
established under the Charitable Endowment Act 1890 or the Societies
Registration Act 1860 as private entities, the accounts of these foundations
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are not audited by the government's prime accounting agency the Auditor-
General of Pakistan. However, some audit objections were raised as a result of
the audit of the defence forces; whose financial and other resources were used
by the commercial ventures. The available data sought from the AWT HQs
does not present a rosy picture.

ARMY WELFARE TRUST: A FINANCIAL ASSESSMENT

The AWT was established in 1971 with an initial investment of Rs.700,000
(US$12,000). Starting with stakes in agriculture and a few other projects, the
foundation's operations expanded into almost all significant sectors of the
economy, resulting in a balance sheet of Rs.17.45 billion (US$300.86 million)
by the end of the financial year 2001. The foundation's 31 projects in agri-
culture, manufacturing and the service sector, all three major sectors of the
economy, are described as fully owned projects and registered companies.
AWT also has stakes in the financial and non-financial sectors.

In 1996 the company expanded into the cement and pharmaceuticals
sectors, with two fully owned projects, the Nizampur Cement Project
(AWNCP) near Rawalpindi and a pharmaceuticals factory near Lahore.
Subsequently, in 1997, it acquired another cement unit near Rawalpindi, Askari
Cement Ltd (ACL). This cement factory was one of those sold by the
government as part of its privatization policy. TTie AWT raised loans to
purchase and set up these industrial units. In 1997, it further invested in a Line
Il at AWNCP, which until then had been losing money. This additional cement
production facility was meant to bolster the overall production capacity of the
unit. These investments, amounting to approximately Rs.8 billion (US$137.93
million), were financed through international loans.

As a result, the AWT faced its worst liquidity shortfall in 1996. After it
had made these investments, 39 per cent of its cash outflows each year were
required to finance its debt repayment.

Actually, the company used two methods for raising additional debt
financing. The financing requirements were initially met by term finance
certificate (TFC) financing arrangements of US$100 million, which were
subsequently converted into a rupee-syndicated debt financing facility by the
National Bank of Pakistan (NBP). Under this arrangement, a loan in US dollars
was raised from the international market and an arrangement for its return was
made through seeking a financial guarantee or raising another loan in rupees
through the national bank. Additional financing was obtained from financial
institutions to finance these investments. As a result, the AWT's long-term debt
rose from Rs.3.12 billion (US$53.79 million) in 1997 to Rs.12.9 billion
(US$222.41 million) in 1998.

Despite the fact that the AWT gets financial help from the army GHQ and
the government, its financial consultants, KPMG, did not find its performance
impressive. By the end of the calendar year 2001, it had accumulated a huge
deficit of Rs.15 billion (US$258.62 million). A newspaper report indicates that
these dire straits were caused by poor management.! By 2001, the state of
affairs at the AWT had deteriorated to the extent that it
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was forced to ask the government for Rs.5.4 billion (US$93.10 million) to
ensure its financial survival.

This was not the first time the company had sought the government's help.
The AWT asked for a financial bail-out worth Rs.5 billion (US$86.21 million)
in 1997, and was given relief worth Rs.2 billion (US$34.48 million) from the
national exchequer by the Sharif government on the understanding between the
political government and the army's high command that it would change its
management and improve its working. Even in 1997, the foundation was a
white elephant which, as the then commerce minister, Ishaq Dar, claimed,
‘could not pay its old liabilities'.? A bail-out was once again requested from the
Sharif regime in February 1999. The Ministry of Finance referred the matter to
the parliament's Cabinet Committee of Economic Affairs (ECC), with the
request that it approve a guarantee of Rs.2.5 billion (US$43.10 million) which
would be used to redeem the earlier guarantee of Rs.4 billion (US$68.96
million). The AWT had sought a fresh loan to pay off part of the earlier
financial liability. A fresh financial guarantee was sought from the government
despite the fact that the AWF was declared to be a private-sector entity which
could not get financial aid from the government, which was not responsible for
its debt repayment.

Like most private-sector companies or individual loan defaulters, the
AWF borrowed from local national and private banks, and the international
financial market. Approximately, Rs.6.5 billion (US$112.06 million) out of the
total Rs.15 billion (US$258.62 million) deficit was borrowed from the NBP,
Allied Bank Ltd (ABL) and ABN-Amro, against official guarantees. In
addition, AWT owed Rs.1.5 billion (US$25.86 million) to a foreign financial
company, Laith Ltd, which had filed a recovery suit against it in the United
Kingdom.?

There are two plausible explanations for the civilian government's decision
to provide the financial bail-out. First, the financial guarantees were meant to
improve relations between the Sharif government and the army. Given the
political track record of civilian governments in the 1990s, which only served
for an average duration of two years, the Sharif regime wanted to get the
military behind it, since it was one of the important pillars of political power in
the country. Since 1977, the army had emerged as a political force to be
reckoned with. According to Dar, Sharif's commerce minister, General
Musharraf, who was then the army chief, called him to seek help for the AWT
in 1998.* The government was keen not to overly antagonize the military.
Second, the case for bailing out AWT was presented to the government as an
issue of protecting the investment of thousands of ex-service employees and
their dependants. The potential victims of nonaction by the government were
widows and orphans. This was effective in blackmailing the government into
financing the inefficiencies of the AWT.

Despite the AWT's obvious inefficiencies, the Ministry of Finance agreed
to provide conditional help to the company. In return it required it to:

» replace ex-service personnel with professional managers
» sell its commercial plazas by the end of 1999 and June 2000
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» accept closer monitoring of its activities by the Ministry of Finance
» seek clearance for its future ventures from the Ministry of Finance.

Reports also indicate that the top management of the AWT met officials from
the Ministry in 1999 and agreed on the following steps:

sell its two commercial plazas in Rawalpindi and Karachi

sell 50 per cent of its stakes in cement manufacturing

sell 50 per cent of its shares in the pharmaceutical plant

lease commercial land transferred from the GHQ after undertaking some
development work on the land

» enhance GHQ's existing equity of Rs.4 billion (US$68.96 million) through
an injection of Rs.500 million (US$8.62 million).”

The financial consultants, KPMG, also advised the AWT management to sell
some commercial land in Karachi which had been given to it by the army.
Interestingly, neither KPMG nor the Ministry of Finance questioned the legal
basis for the foundation leasing out or disposing of government land. It must be
mentioned that the land controlled by the army is not its property. Rather, the
federal government or one of the four provincial governments has ownership of
the land, which makes the sale illegal and against the public interest.
Furthermore, no private company can sell or lease government property, a
misplaced prerogative enjoyed by the AWT because of its association with the
army.

Post-1999, the company's financial situation remained the same. The only
suggestion by KPMG that was complied with was the sale of the commercial
plazas. According to the AWTSs accounts closing in June 2001, the cumulative
losses resulted in a negative equity of Rs.5.29 billion (US$91.21 million). It
had debts of Rs.8.75 billion (US$150.86 million), mainly owed to the NBP and
ABL.

In 2001 the accumulated losses of AWT crossed Rs. 8 billion (US$137.9
million), primarily for the reasons identified above. The total revenue of the
AWT group of companies was less than its financial charges for 2001, of
approximately Rs.2,74 billion (US$46.55 million). So despite carrying a
diversified portfolio of investments, the AWT could only earn a profit of 3.84
per cent of total turnover in 2001.

It was also apparent that the second method described above for making
the Rs.8 billion (US$137.93 million) investment in the AWNCP for establishing
Line Il had been highly questionable because the AWT|had raised a loan from
the financial market and shown it as equity. In this case, debt was turned to
equity through a complex and dubious method of treating the funds as a bridge
loan. Moreover, the AWT management also raised an equal amount from the
army welfare scheme for investment in the cement project.® However, the
cement projects had failed to become profitable largely because of the poor
performance of the entire cement sector. The situation did not improve until
the international community announced its plans for reconstructing
Afghanistan after 9/11, increasing the international demand for cement.
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According to the company's balance sheet, the AWT had invested
approximately Rs.14 billion (US$241.37 million) in various projects and
associated companies. However, about 93 per cent of the total investments,
amounting to Rs.14 billion (US$241.37 million) were 'stuck-up' funds: funds
that could not generate returns. The details of AWTIs stagnant investments in
2001 are given in Table 9.1.

Because of the high cost of debt repayment, which amounted to
approximately Rs.2.74 billion (US$47.24 million) for 2001, the AWT was
forced to sell its commercial plaza in Rawalpindi in 2002 for about Rs.650
million (US$11.21 million). Its cement manufacturing and other projects
generated around Rs.41.6 million (US$720,000), which was insufficient to
meet expenses and repay its debt. By selling the plazas, the management lost a
considerable favourable cash flow which they had enjoyed for the previous
eight years, approximately Rs.588.5 million (US$10.15 million) on an average
annual turnover of Rs.1.811 billion (US$31.22 million).

Return on assets

The three projects mentioned above were also instrumental in wiping off the
company's profits. AWT's managers unwisely ventured into operations that
were too competitive or demanded different kinds of expertise than the
company could offer. Overall, manufacturing has done more poorly than
agriculture or the service sector. Table 9.2 shows the percentage return on
assets in the three sectors where the foundation has invested resources.’

This shows a relatively better and more efficient performance in agri-
culture, followed by the services sector. The growth trend in both these sectors
was consistently positive. The operating efficiency in the manufacturing sector
was least impressive, resulting in continuous losses that affected the overall
financial condition of the AWT The losses occurred because of both poor
investment decisions and poor management. The data of return on fixed assets
present a similar picture: see Table 9.3.2

Here, the performance of the agricultural sector is again relatively better
than other areas of activity. The return of the manufacturing sector declined
drastically from 54 per cent in 1996 to -25 per cent in 2001, in spite of the fact
that the fixed assets are reported at their written-down values.

Table 9.1 AWT's stagnant investments, 2001

Rs.billion USS million

Army Welfare Nizampur Cement Project 5.8 100
Army Welfare Pharmaceutical 34 58.62
Askari Cement Limited

(non-project investment) 3.9 67.24
Total 131 225.86
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Table 9.2 AWT's percentage return on total assets by sector
Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Agriculture 31 29 30 26 22 47 33- 37 56 57
Manufacturing1l 24 12 16 29 -2 15 -9 -8 -21
Services 1 -5 1 -1 2 12 7 9 5 5

Table 9.3 AWT's percentage return on fixed assets by sector

Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Agriculture 139 114 115 118 100 194 133 152 292 376

Manufacturing 21 53 34 52-2 54 -6 -18  -10 -9 -25

Services 4 -7 1 4 18 11 14 8 7

Return on capital employed

The poor performance of the manufacturing sector can also be gauged from the
comparison of return on capital employed.’ This performance raises concerns
regarding the company's solvency. The situation did not improve despite the
relatively better performance of the agriculture and service sectors (see Table
9.4).

Return on equity

The return on equity™® for the agricultural sector was also better than the other
two sectors. The service sector was trailing behind, but doing better than
manufacturing. The cumulative losses of the manufacturing sector absorbed
most of the stakeholders' investment capital (see Table 9.5).

A comparison between the manufacturing and financial sectors shows
similar results. Table 9.6 indicates a relatively better performance for associate
ventures such as the Askari Commercial Bank, Askari General Insurance and
Askari Leasing. Projects such as cement, which has been discussed at length,
and Mobil-Askari Lubricants indicate poor investment decisions. Askari
Leasing's return on equity was equally unimpressive.

Table 9.4 AWT's percentage return on capital employed by sector
Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Agriculture 34 34 32 28 24 53 35 46 61 60
Manufacturing 20 42 19 22 34 -2 -18 -10 -9 -23
Services 1-6 1-1 2 15 9 118 7

224



THE COST OF MILBUS Table

9.5 AWT's percentage return on equity by sector
Year 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Agriculture 36 36 33 29 24 55 57 94 185 174
Manufacturing20 44 90 23 48 -3 -27 -13 -10 -23
Services 2-6 1-2 6 39 30 41 20 16

Keeping in view the poor performance of the manufacturing sector,
KPMG advised the company to carry out a major overhaul of this area of
activity, with drastic changes in management, infrastructure and financial
arrangements. However, there is no evidence of any major changes in the
functioning of the poor-performing projects in 2001 (see Table 9.7), which
implies that the AWT did not adhere to the advice of its financial consultants.

Table 9.7 lists the comparative performance of AWT's fully owned proj-
ects. Besides manufacturing, which is clearly not its strength, the foundation
also lost money in ventures such as its travel agency, commercial markets,
commercial enterprises and real estate. The maximum profit, on the other hand,
was generated in real estate and agriculture. Real estate, in any case, is one of
the major profit-earning sectors in the country, especially after 9/11. This is
because of the flow of capital from expatriate Pakistanis, and from other
Muslim states. It is not even surprising to see smaller ventures like the Blue
Lagoon restaurant making money. Located near the GHQ in Rawalpindi, the
restaurant gets a lot of business from the army. Similarly, the hosiery and
woollen mill projects depend on contracts from the armed forces.

Surprisingly, the AWT was unable to take advantage of its financial
backing from the army GHQ and its military connections to improve its
commercial position. Although the company's management and members of
the military fraternity shirk from admitting that these companies receive any
undeserved perks, the reality proves otherwise. As was discussed earlier, the
AWT received financial bail-outs from the government to cover its poor
investment decisions. This and the other military foundations pose a financial
burden on the public sector, a fact that is usually hidden.

Over the years, the line between the public and private-sector spending has
grown fuzzy because of the lack of transparency and accountability. There are
disturbing reports of the military's commercial subsidiaries using state
resources. For instance, AWTs Askari Aviation has used resources of the Army
Aviation wing, like helicopters and pilots, to meet demand.'’ This was
confirmed by Askari Aviation's director, Brig; (rtd) Bashir Baaz. The director
boasted about his ability to deploy the army's helicopters in times of greater
demand by clients.'? The auditor-general's special report for the financial year
2001-02 discussed the manner in which Askari Aviation not only used the
service's helicopters, which were public property, but also did not honour its
contractual obligation to deposit Rs.21.463 million (US$.37
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Table 9.6 Comparison of the performance of AWT subsidiaries and associates

Investment

% of holding |

Rs.
Askari Commercial Bank Ltd
1999 44 511,015
2000 44 830,829
2001 44 530,829
Askari General Insurance Co. Ltd
1999 25 12,500
2000 25 12,500
2001 25 12,500
Askari Leasing Ltd
1999 54 125,887
2000 54 183,874
2001 54 183,874
Askari Cement Ltd
1999 90 3,176,921
2000 90 3,685,710
2001 90 3,982,950
Mobil Askari Lubricants Ltd
2000 30 137,644
2001 30 136,449

Paid-up
capital
Rs.000

986,226
986,226
1,035,537

57,500
66,125
76,044

240,000
324,000
324,000

1,600,987
1,600,987
1,600,987

454,830
454,830

Profit
and loss
Rs.000

282,446
315,588
550,051

10,172
13,119
13,588

62,401
91,454
64,483

(611,149)
(153,374)
(218,409)

(52,078)
(55,271)

Dividend
Rs.000

172,590
147,934
207,107

11,407

48,000
64,800

Return on
invest't %

15
12
17

Dividend Return on
payout % equity %

61
47
38

0
0
84

77
71
0

0
0
0

o

29
32
53

18
20
18

26
28
20

-38
-10
-14

-11
-12
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Table 9.7 Profit/loss of AWT projects, 2001

Project Rs. million USS million
Army Welfare sugar mills (Badin) -31.1 -.536
Army Welfare cement (Nizampur) -582.341 -10.04
Army Welfare shoe project -1.805 -31.12
Army Welfare woollen mills (Lahore) 1.472 25.38
Army Welfare hosiery project 0.314 .0054
Army Welfare rice mills (Lahore) 0.166 .003
Army stud farm (Probynabad) 22.435 .387
Army stud farm (Boyle Gunj) 26.454 456
Army farm ( Rakhbaikunth) 11.121 192
Army farm (Khoski) 0.217 .004
Real estate (Lahore) 0.166 .003
Real estate (Rawalpindi) 39.662 .684
Real estate (Karachi) 25.036 432
Real estate (Peshawar) -1.178 -.02
AWT plaza (Rawalpindi) 17.219 .296
Blue Lagoon (Rawalpindi) 11.696 .202
Al-Ghazi Travel 1.083 .0186
Services Travel (Rawalpindi) -1.005 -.017
Liaison Office (Karachi) -4.783 -.082
Liaison Office (Lahore) -1.364 -.24
Askari Pharmaceuticals -529.591 -9.131
AWT Commercial market project -1.364 -.024
Askari commercial enterprises -2.921 -.05

million) of sales proceeds, fuel charges and other expenses it owed to the
government for using army helicopters for commercial purposes.*?

The AWTs financial conditions are far more problematic than those of the
other military foundations and companies, and these have not improved despite
the claim made by some generals that the military-controlled companies are far
more efficient than their civilian counterparts. Most of the senior officers do
not consider that the fact the businesses are run by military personnel, who
have no prior experience of the private sector, is the reason beliind the AWTSs
financial losses. Maj.-General Jamsheed Ayaz Khan, for instance, claimed that
the operations cannot go wrong because 'while the companies! top management
is military, it is mainly the civilian experts that are responsible for operational
planning and control'.** This claim, however, is not borne out by the accounts
of the AWT - or of the FF; which is evaluated in the next section.

FAUJI FOUNDATION

The FF has been considered a better performer than the AWT or the other two
foundations. Although this segment tries to analyse the financial health
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oi the FF, the evaluation is not as detailed as that of the AWT because of a
dearth of data. Established in 1953/54 with Rs.18 million (US$310,000) in
capital the FF currently has capital of Rs.43.32 billion (US$746.89 million).
However, a profit and loss statement for 12 out of the foundation's total of 24
projects shows mixed results (see Table 9.8).

Clearly, four of these twelve projects were not making money in 2001. All
three of the company's sugar manufacturing plants showed a loss, totalling
Rs.58.424 million (US$1,007 million). Another newspaper report indicated
that the three sugar mills and the sugar-cane experimental and seed
multiplication farm were running an annual loss of Rs.l billion (US$17.24
million):"® This explains why the management decided to dispose of the sugar
mill at Khoski, Sindh.

Two issues are worth attention as far as the performance of FF's sugar
production units is concerned. The first relates to the efficiency of the three
manufacturing units. The fact that these units were running at a loss in a sugar-
cane growing and sugar manufacturing area indicates poor management. The
inefficiency of the company's sugar mills was admitted by one of the retired
employees of the Fauji Foundation. According to Brig, (rtd) Sher Khan, who
had served as director technical (sugar) at the FF headquarters for five years,
the units lost money because of poor standards of accountability, which led the
management to engage in corruption and thus compromise the company's
interests. He further described the behaviour of the mills' top bosses as public
sector-like and insensitive to the larger interests of the organization.™ It must
be noted that most public-sector industrial or business organizations in Pakistan
are known for inefficiency and corruption. Khan also added that he had
occasionally raised the issue with the FF bosses but with no consequences.

Table 9.8 Profit/loss of Fauji Foundation projects, 2001
Project Rs. million US$ million

Fauji Sugar Mills (Tando Mohammad Khan) (Loss)

Fauji Sugar Mills (Khoski) (Loss)

Fauji Sugar Mills (Sangla Hill) (Loss)

Net loss *58.424 *1.007
Fauji Sugarcane Experimental and

Seed Multiplication Farm 10.258 0.177
Fauji Cereals 9.226 0.159
Fauji Corn Complex 22.78 0.393
Fauji Polypropylene Products -16.273 -0.281
Foundation Gas 143.071 2.467
Fauji Securities Services 7.634 0.132
FF Institute of Management and Computer

Sciences 2.645 0.045
NIC Project 11.865 0.205
Foundation Medical College 3.992 0.069
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Second, there is the tricky matter of accountability in the sale of the sugar
mill at Khoski. In early 2005, this mill was sold for Rs.300 million (US$5,172
million) despite a higher bid having been received of Rs.387 million
(US$6,672 million). The Senate's Parliamentary Committee for Defence
questioned the sale, as the unit was sold at an undervalued price. The
parliamentary secretary for defence, Tanveer Hussain, admitted the sale at a
lower price. Despite this confession the head of the FF, Lt.-General (rtd) Syed
Mohammad Amijad, refused to appear before the parliamentary committee.
Instead, he adopted a confrontational path by putting advertisements in
national dailies, dismissing allegations of any financial mismanagement. This
was clearly a breach of the privilege of the parliamentary committee. In fact,
during an interview, Amjad claimed that 'the foundation has shown a growth of
50 per cent. Show me one more organization that has progressed so much,"’

Despite this lack of compliance to the parliament, the MoD refused to
compel Amjad to appear before the committee.’® The serving generals are
never keen to hold 'one of their own kind' accountable, especially Amjad, who
had thus far enjoyed the reputation among his peers of being a ‘clean’ general.
He and his organization had both been considered above board.

I conducted four interviews with Amjad during the course of this research,
and he seemed to me sadly burdened by a sense of self-righteousness, which
led him to criticize all institutions except the armed forces. He even challenged
the right of Pakistan's political and civil societies to question the military.
According to him, 'no one has the moral authority to question the military or
run the country. Are the politicians trained for their job?™

The fact is that the elected representatives do not have the power to hold
retired military officers accountable, because of the weakness of political
institutions and the ineptness of the political leadership. Despite Amjad's over-
confidence, it is impossible to ignore the blatant fact that the FF's
manufacturing unit was under-sold and that there were issues of governance
regarding the management of this and other FF sugar mills. A former FF
employee, Sher Khan, for instance claimed that one of the other FF sugar mills
at Tando Mohammad Khan, which was also losing money, had been upgraded
by increasing its production capacity to 4,000 tonnes in the early 1990s at huge
expense. However, the venture had large costs, was troublesome, and did not
reap the desired financial benefits.°

Other FF projects, such as the Fauji Kabirwala power company in the
Punjab, also encountered problems, as are obvious from its debt to equity ratio
for five years (see Table 9.9).%

In 1998 the debt-to-equity ratio was 2.96, which is an alarming situation
and indicates unsatisfactory performance. This ratio became worse in the
following three years, but improved slightly in 2002 when it reached 2.21.
Similarly, the net profit to total assets ratio given in Table 9.10 indicates a low
return on investment. The situation deteriorated in the three years from 2000 to
2002. A calculation of the 2002 ratio of the project shows that it was not
generating sufficient profit to even pay off its short-term liabilities.??
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As a result, the current liabilities of the FF during the period from 1998 to
2000, as given in Table 9.11, were higher than its current assets. This also had
a negative impact on its profit and loss statement. Although the situation seems
to have improved slightly since 2001, the FF's assets-to-liabilities ratio did not
improve substantially. In 2002, it had the capacity to pay Rs.1.45 (US$.025)
for every rupee of liability.

In 2001, the cement factory was also reported to be running at an annual
loss of Rs.200 million (US$3.45 million).”® The financial position of the
cement factory could be attributed to the general slump in the cement market,
which has led to losses for other manufacturers as well. The reason for
reporting this particular loss is basically to highlight the fact that contrary to
the general impression given by the FF's management that the foundation is a
high performer, it faces financial problems as a result of poor decisions and, at
times, market conditions.

The Fauji Foundation's mainstay, however, is its fertilizer manufacturing
plants. Since the FF was one of the first companies to enter the fertilizer

Table 9.9 Debt-to-equity ratio, Fauji Kabirwala power company

Year Total debts Rs. Total equity Rs. Ratio
1998 4,630,339,647 1,566,744,540 2.96
1999 6,152,471,538 1,788,950,150 3.44
2000 6,721,437,644 1,818,108,451 3.70
2001 8,186,516,809 2,635,409,004 3.11
2002 6,962,321,872 3,146,791,902 2.21

Table 9.10 Net profit as a percentage of total assets for FF projects Year

Net profit Rs. Total assets Rs. Percentage profit/assets
2000 29,158,301 8,539,546,095 0.34
2001 81,730,053 10,821,925,813 0.76
2002 95,682,043 10,556,351,312 0.91

Table 9.11 Current ratio of liabilities to assets for FF projects

Year Current assets Rs. Current liabilities Rs. Ratio

1998 280,760,097 1,130,271,414 0.2484006
1999 146,549,978 1,180,486,900 0.124143672
2000 926,543,679 1,154,255,411 0.802719805
2001 2,344,497,260 1,813,138,195 1.293060433
2002 2,797,939,792 1,923,531,921 1.454584539
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market and has sufficient clout to manipulate the market, it has emerged as the
biggestgolayer in the field, with a share of 60 per cent of the Pakistani fertilizer
market.* This huge market share allows the FF to manipulate fertilizer supply
and prices. Its management, however, has been unable to capitalize on this
advantage because of poor investment decisions. For instance, the diversion of
Rs.l billion of the Fauji Fertilizer Company's (FFC's) equity to finance the
troublesome Fauji-Jordan Fertilizer Company (FJFC) wiped out the FF's
overall profits. The FFC, it must be noted, is the key profit-earner for the
company.

Considering the poor performance of FJFC, financial analyst Farrukh
Saleem considers it was not a good decision to use the FFC equity to heavily
subsidize this problematic operation.?® The FJFC, which is a joint venture of
FFC (30 per cent), the FF (10 per cent), Jordan Phosphate Mines Co. (10.36 per
cent), Pak-Kuwait Investment Co. (6.33 per cent), foreign private placement
(24.72 per cent), local private placement (4.92 per cent), General Public &
National Investment Trust (8.58 per cent) and Commonwealth Development
Corp. (5.09 per cent), secured four foreign currency loans. This comprised
US$30 million from the Canadian Export Development Corp., US$53 million
from Kreditanstait fur Wiederaufabau of Germany, US$57 million from a
consortium of French banks and a US$40 million facility from the Export-
Import Bank of the United States.”® The money was used to purchase a second-
hand ammonia plant from the United States, worth US$370 million. This did
not turn out to be a wise investment. In 2001, FJFC's stock fell by 21.1 per cent
within 13 weeks.?” Table 9.12 shows the poor operating profit margin of the
unit for the financial year 2001-02. The upward trend in the profit margin for
2002 can not be considered a major improvement.

Given this performance, the army chief, Pervez Musharraf, asked FF to
improve the profitability of several projects and units which were operating
below par.®® This advice was given along with financial help from the
government. The government's economic survey shows that since 2003 the FF
was consistently subsidized to the tune of over Rs.l billion (US$17.24 million)
annually. No other private-sector organization has been provided with help in
the form of loans and financial guarantees like the FF.?

The FF's top boss did not confess to any mismanagement or poor

Table 9.12 Fauiji-Jordan Fertilizer Company operating profit margin

Year Net operating income Net sales Operating profit
Rs. 000 Rs.000 margin

2000 -970,632 6,068,778 -0.159939 -

2001  -661,985 6,246,229 0.105982

2002 450,997 3,964,326 0.1137639

Source: FJFC Annual Accounts, 2000, 2001 and 2002.
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perfarmance of the company's projects despite the clear evidence of the finan-
cial record. General Amjad in fact defended the military's decision to establish
the business ventures, which in his opinion were doing better than most public-
sector ventures and even some private-sector businesses. He also ruled out the
possibility of the foundations using their connection with the military to gain
business opportunities, or imposing a financial burden on the government.
During several discussions on the issue of military's internal economy, the
chairman of the FF was not inclined to consider the FJFC issue, or the
performance of the AWT. Despite that the AWT is generally known as a bad
performer, the general tried to defend FF's sister concern in the same breath as
his own organization. Amjad, like other beneficiaries of military's
commercialism, is not willing to consider the possibility that these commercial
ventures have a negative outcome, since he views them from the prism of the
armed forces' contribution to development.

SHAHEEN FOUNDATION

There is very little information available on the smaller companies such as
those of the SF and the BE The lack of information is mainly because most of
the business operations of the SF and the BF are not listed on the stock
exchange. Therefore this analysis is restricted to SF's airline venture, the only
project about which some information is available in the public domain.

According to the airline's balance sheet, Shaheen Air International (SAI)
lost about Rs.60 million (US$1,034 million) from December 1999 to May
2000. This was in addition to Rs.70 million (US$1,207 million) it owed the
Civil Aviation Authority for services provided during this period. The situation
in the initial days of the airline's operations during the early 1990s was even
worse. An airline industry expert, Saleem Altaf, was of the view that SAI was
losing money because it provided such highly discounted fares to retired and
serving military officers. The discounted fares added to the high operational
costs of the airline, which also had to pay for the ‘wet lease’ of its three aircraft.
(This involves hiring the aircraft along with its crew.) Such a limited number of
aircraft does not allow an airline to recover its sunk costs, invested in fixed
assets and operations in general. In SAl's case, it ran into the problem of
increased cost and limited revenue. The discount facility mentioned above ate
into its revenue-generation capacity.

The airline lost out because of its poor business sense. Its operational costs
had increased for the reasons mentioned earlier. The management continued to
undertake capital investment without a proportional increase in revenue. The
airline had acquired six aircraft by the time it stopped operations in 2004.
Despite the perception that airforce officers could run an airline, the SF's
management could not sustain the venture. SAI was sold to private
entrepreneurs Khalid Sehbai and Pervez Ali Khan, along with the airline's
financial liabilities of Rs.1.5 billion (US$25.86 million). Reportedly, they paid
Rs.30 million (US$517,000) on 8 April 2004 as part of the agreed price of
Rs.600 million (US$10.34 million).*
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The airline had to be sold because it was in dire straits despite the fact that
it constantly used public resources without compensating the government. The
special audit report of the PAF bases at Peshawar, Kohat, Mian-wali and
Rafiqui (Karachi) for the financial year 2001/02 mentions that the airline was
unable to pay Rs.8.114 million (US$.139 million) for the period 2001/02 in
parking charges. The payment was deferred since SAI pleaded that being an
infant airline it could not afford these charges. The auditors expressed
astonishment that the airline was incurring losses despite the indirect and
unauthorized input by the PAF. Similarly, Shaheen Airport Services (which is
considered a lucrative venture) did not pay rent amounting to Rs.5.928 million
(US$102,000) for official buildings it occupied for its business operations.*

RESOURCE PILFERAGE

The SATs misuse of official resources is not the only financial burden. Over
many years past the state seems to have lost money as a result of the military's
appropriation of urban and rural land for distribution amongst military
personnel. As was argued in Chapter 7, the senior generals justified their real
estate appropriation on the basis of colonial traditions and the welfare of
military personnel. While agricultural land was distributed among ordinary
soldiers as well, urban property was reserved for the officer cadre. This redis-
tribution of land has turned the military into one of the dominant players in the
real estate business. The land acquisition provides the senior officers, in
particular, with the ability to capitalize on their authority to generate money for
personal affluence. The generals use the power of the armed forces to acquire
land at little or no personal cost.

The trend in land acquisition seems to have increased proportionately to
the political influence of the armed forces, their intervention in governance
(during both direct military and civilian rule), and the weakness of the
government. The military's stake in real estate is worth billions of dollars. The
defence establishment's interests in land derive from two kinds of operation:
appropriation of land for individual members, and conversion of state land
from defence to commercial purposes, with the military retaining the rent
proceeds without any accountability. As was explained in Chapter 7, because it
has flouted legal procedures, rules and regulations in order to distribute
privileges for personnel on the basis of influence, the entire concept of the land
distribution is highly kleptocratic, The state could have sold or leased out the
land itself, to generate funds for its own use or for the larger benefit of the
public.

The conversion of state land from defence to commercial purposes has in
fact increased during the Musharraf regime. The mushrooming of commercial
markets and shopping plazas on military land is noticeable. Cantonment boards
increasingly advertise calls for expression of interest by potential businessmen
to build or establish markets. This misuse of state land has been pointed out in
several audit reports. For instance. Audit Report 182 pointed out the loss of Rs.
15.094 million (US$260,000) as a result
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of the non-payment of rent of government buildings and shops directly into the
government's treasury. These shops were constructed on A-l land that under
the specific CLAR 1937 Rules is primarily meant for military's operational
use, and cannot legally be converted for use for any other purpose.®®

The special Audit Report 187 on the accounts of the cantonment boards of
Clifton (Karachi), Walton (Lahore), Sialkot and Gujranwala pointed out a loss
of Rs.1,006.083 million (US$17.35 million) as a result of the illegal conversion
of military residential land for commercial use, and another Rs.129.700 million
(US$2.24 million) because of the commercialization of land originally meant
for the army's operational use.>* The Military Land Manual forbids the use of
military land for any purpose other than the defence force's operations.

The values in the audit reports of land lost to commercialization by the
military are conservative estimates, and not necessarily the market value of the
land or buildings. There is no available record of the money received as rent by
the army corps or the air force bases, because of the lack of accountability and
transparency. Although it is claimed that the money is spent on welfare, there is
hardly any information regarding the expenditure. It is also worth mentioning
that it is difficult to calculate the pilferage of resources from the lease of
government land or buildings. Since the military is spread all over the country,
it is extremely hard to ascertain the extent of the loss of revenue to the state
through such forced appropriation.

FRONTIER WORKS ORGANIZATION

There is also evidence of inefficiency in the FWO. According to Audit Report
179, the accounts of the organization for the financial year 1999 /2000 showed
a deficit of Rs.4076.868 million (US$70.29 million). The organization's receipts
for the financial year were Rs.4191.365 million (US$72.26 million) and the
expenditure Rs.5171.391 million (US$89.16 million). The difference of
Rs.980.026 million (US$16,897 million) represents deficit expenditure that
was borne by the state. The audit report further commented that the deficit
expenditure demonstrated that the organization's operations were not finan-
cially viable, or that the FWO had not managed to receive payments from its
clients: that is, government departments.®

The details of FWO's deficit spending challenge the claim made by
military officers regarding the efficiency of organizations run by the armed
forces. Moreover, the fact that the government was responsible for financing
the organization's deficit expenditure negates the claim made by the former
army chief, General (rtd) Mirza Aslam Beg, that ‘'NLC and FWO are not
military organizations'.* Beg's claim, however, was motivated more by the
sense that professional militaries do not engage in commercial ventures or
perform non-military roles. In fact, most of the senior officers interviewed for
this book showed their discomfort in recognizing the army's links with the
FWO, NLC and the welfare foundations. These people were also
uncomfortable in conceding the fact that these organizations were inefficient, a
fact borne out by the data presented in this chapter.
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ECONOMIC OPPORTUNITY COST

The data regarding the performance of some of the welfare foundations is
largely hidden from public. The lack of availability of information in the public
realm helps the military echelons comfortably insist on the efficiency of the
armed forces and the military fraternity. Moreover, hiding facts helps present
the argument that the armed forces play a major role in economic development.
Since the country's birth in 1947, the military and its clients have argued in
favour of the defence establishment as an agent of development.®” Authors such
as Raymond Moore have referred to the welfare foundations in Pakistan as a
contribution to socioeconomic development. This argument conforms to the
thesis presented by western writers such as Huntington and Stepan regarding
the military's development role. Huntington in particular emphasizes the
development perspective. While eulogizing military general-rulers such as
Kemal Ataturk, Gemal Abdul Nasser and Ayub Khan, Huntington was of the
opinion that "The military reformer ... is, for instance, notably more successful
at promoting social-economic changes than at organizing the participation of
new groups in the political system,”? Authors such as Janowitz see the military
officer in these rather traditional societies in developing countries as more
western in outlook] and a socioeconomic reformer.® Therefore, military
expenditure or any form of defence spending is not a bane, but a boon for
economic progress. Greater defence spending, as part of an increase in
government expenditure, is considered to bolster the economy in the short to
medium term.

Some Pakistani analysts, especially those categorized as propagandists and
those who have partnered with the establishment, build on this notion and
present a case for the military's control of politics and society in preference to
civilian rule. For instance Ishrat Hussain, who served as governor of the State
Bank during the Musharraf regime, talked about military regimes contributing
more to economic progress than unstable political regimes in Pakistan.
According to Hussain, military governments brought macroeco-nomic stability
to the country as opposed to civilian governments that could not bring
economic stability.*°

Intriguingly, Hussain's perception of the military seems to have undergone a
dramatic shift since he wrote his book, Pakistan: The economy of an elitist
state, in which he admonished military regimes for colluding with other elite
groups to monopolize the state's resources. Talking about the macroeconomic
stability brought by the two military regimes of Ayub Khan and Zia ul Haq, he
pointed out the inequitable distribution of wealth and resources as a problem
that lay at the heart of Pakistan's economic instability. Hussain appears to have
completely abandoned his earlier standpoint, and criticism of the policies of
military dictators like Ayub Khan whom he found extremely monopolistic and
opposed to liberalizing the economy.*! He claimed that this shift in thinking
occurred after he had a chance to closely observe Musharraf's military regime,
which he joined in 2000. An insight into the military's financial affairs
dispossessed him of the notions
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that the armed forces were hurting the economy, or that the military-business
complex had negative costs,*

Hussain corroborated his argument with a table prepared from figures
provided by the Karachi Stock Exchange (reproduced here as Table 9.13).
According to this, the combined assets of all military-owned and related
companies are only 3.60 per cent of the total assets of listed non-financial
companies.*

There are, however, four observations regarding the data given in this
table. First, the data presented in the table is based on the available figures of
military companies registered with the stock exchange and the Securities and
Exchange Commission of Pakistan (SECP). It is important to point out that
there are only nine military-owned companies registered with these two
organizations. Therefore, the data is not complete and does not give details of
many military-owned projects. Second, the 3.60 per cent figure does not
include the investment of military foundation capital in other businesses, a
majority of which are not even listed. According to one senior source in the
SECP, the foundations have investments in around 718 companies. A true
picture would be based on adding up of the assets of all these companies.
Third, Hussain's assessment does not mention the defence establishment's
investment in real estate, which is one of the main profit earners for the
institution and its subsidiaries. Adding up all components of military's financial
stakes would bloat the figure to around 10 per cent control of private-sector
assets, as was claimed by one source. A recalculation would be based on the
assets of the small and medium-sized enterprises, the subsidiaries and
individual members' stakes. This figure makes the armed forces a serious
contender in the market and the economy at large. In any case, Hussain did not
mention the opportunity cost of Milbus,

Table 9.13 Assets of military-owned and related companies, 2002

Non-financial

Total assets of non-financial listed companies (Rs. billion) 1,069.97
Assets of military-owned and related companies (Rs. billion) 59.19
Share of military companies in total assets 5.53%
Financial

Total assets of financial listed companies (Rs. billion) 2,907.16
Assets of military-owned and related companies (Rs. billion) 84.06
Share of military companies in total assets 3%

All sectors

Total assets of financial listed companies (Rs. billion) 3,977.13
Assets of military-owned and related companies (Rs. billion) 143.25
Share of military companies in total assets 3.60%

Source: Hussain, 2004.
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an issue that will be discussed at length in this section. Fourth, the value
assessment done by Hussain is based on a formula whereby liabilities are
deducted to calculate the existing net worth of the few companies registered
with the Karachi Stock Exchange. Since the liabilities of some these ventures
are high, it does not give an accurate picture of the net worth of Milbus.

Ishrat Hussain's volte face perhaps demonstrates the comfort technocrats
feel towards military regimes and vice versa. Non-political players find the
ability of bureaucratic-authoritarian governments to implement unpopular
agendas impressive. Talking about the linkages between civil and military
bureaucrats and technocrats, O'Donnell asserts that:

Whatever the social sector in which they operate, the incumbents of
technocratic roles share many important characteristics. Their role-
models, and through them their basic expectations about the [proper’
state of the social context, originate in the same societies. Their
training stresses a ‘technical’ problem-solving approach. Emotional
issues are nonsense; the ambiguities of bargaining and politics are
hindrances to ‘rational’ solutions; and conflict is by definition
'dysfunctional/ Their underlying 'maps' of social reality are similar.
That which is 'efficient' is good, and efficient outcomes are those that
can be straightforwardly measured.*

The military bureaucracy is, indeed, an efficient short-term troubleshooter.
Once in power, military bureaucracies anywhere in the world tend to bring a
superficial cohesion, which is often more than political regimes do in such
fragmented societies. In fact, this observation has been made about other
regions and military regimes as well For example, Alfred Stepan's study of the
Brazilian military highlights the institution's outward image as an integrator.*’
This nationalism is directed towards reducing sources of internal and external
threat. Since the military sees economic and social instability as threatening a
nation, it is less scrupulous in implementing polices to attain progress in both
these areas. However, better financial or macroeco-nomic performance is not
the only criterion for judging the involvement of the military in politics or in
economic management.

The fact is that the military's direct involvement in economic development
through its business complex has an opportunity cost, and creates market
distortions. Milbus exacerbates cartelization in the corporate sector. The
distortion is created by the military's ability to pump funds into its poorly
performing ventures and to obtain disproportionate opportunities for its
businesses and those of its individual members.

This behaviour has led to the creation of monopoly-like situations in a
number of areas. Certain activities such as cargo transportation, road
construction, and fertilizer and cereal manufacture are dominated by the
military. Those sympathetic to the military and its financial autonomy view the
fact that the military does not monopolize all areas of commercial activity as
evidence of fair competition. It is believed that the military-controlled
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companies get contracts as a result of their better discipline and 'cleaner
operations. However, the military does not have to create a monopoly in all
sectors. The organization's involvement in entrepreneurial activities gives it a
certain advantage over others, especially in areas involving huge capital
expenditure which private business groups cannot afford. The military's
presence as a commercial player results in creating a monopoly in specific
areas, as can be seen in the case of the NLC and FWO, which have a greater
capacity to muster human, financial and other resources, enabling them to
dominate the cargo transportation and road construction industries.

The NLC even took business from Pakistan Railways (PR), which was
once the major cargo transporter in the country. The PR officials are bitter
about the situation because the railway was deprived of its monopoly of cargo
transport, which is considered the main earner for any railway company. In this
case, the business was moved away from one public sector concern to another
(the NLC and FWO are part of the defence establishment but are given the task
of selling services to the government just like any private sector firm). More
importantly, instead of improving PR's management and overall conditions the
army raised a parallel public sector organization.

In addition, the military's monopoly over specific activities encourages
monopoly control by other players as well. The military, as one of the domi-
nant classes in the country, manipulates national resources and encourages
crony capitalism. This makes the military's behaviour similar to other dominant
classes in the country which also serve their own interests of power and capital
accumulation. Prominent political and private-sector players are encouraged to
monopolize resources as long as they side with those in power, including the
armed forces. As a result, there is a lack of concerted effort by the
entrepreneurial class to resist the military's entry into business.

There have always been some key private-sector entrepreneurs who
benefited from partnering with the armed forces. Given the military's clout in
governance, it made sense for big businesses, in particular, to seek an alliance
with the GHQ. Understandably, the representatives of the Mansha group,
which owns one of the most important private-sector banks in the country, did
not object to the military's involvement in the corporate sector. According to
Aftab Manzoor, president of the MCB Bank, the military's involvement in
business, especially in the banking sector, did not pose any competition for his
bank.** Similarly, Abbas Habib, president of the Bank-Al-Habib, another old
and significant private bank, did not object to Milbus.* These two groups are
among the business houses that have benefited from their association with the
military or the ruling civilian regimes. The lack of objection is mainly because
authoritarian regimes, including the armed forces, also bring opportunities to
other dominant players.

However, others have been critical of both cronyism and military capital.
Zahid Zaheer of the International Stock Exchange Karachi, and Tarig Shafee of
the Crescent group of Industries, for example, are extremely critical of the
military's presence in the corporate sector. Their objection is
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primarily that military capital constitutes a hidden cost of security, which, if
included in the budget, would show a substantial increase in the defence
burden. Moreover, MUbus tends to ‘crowd out! private-sector investment and is
unfair in terms of getting preferential access to strategic business information.

Thus, the military is tolerated as a dominant commercial player in Pakistan
(and other countries as well) because this allows certain people to benefit from
the same rules or lack of rules as allow the military to enter the commercial
sector. The other prominent cases include Turkey and Indonesia. In Turkey, for
instance, the military is one of the significant players but not the most
important one. Reportedly, OYAK controls only 5 per cent of private-sector
assets, which makes the military a significant actor in the market but not one
with an absolute monopoly. Similarly, in Indonesia, resource exploitation is
done with the help of other influential members of the political society. The
Indonesian  presidents Sukarno and Suharto were instrumental in
institutionalizing crony capitalism, which became one of the hallmarks of their
country's economy and contributed tremendously to the financial crash in 1997.

The military, it must be noted, does not intend a complete takeover of the
economy. Concerned with economic progress and recognizing the fact that
economic functioning is not its core role, the armed forces do not bar other
players from playing a more significant role in the corporate sector or in
socioeconomic development. The military presents its financial stakes as a
benign contribution to its own welfare and the country's socioeconomic
development. Military capital, however, creates cronyism in the absence of
rules and regulations. The defence establishment becomes central to the system
of patronage encouraged both by the armed forces and civilian-authoritarian
regimes to perpetuate a kleptocratic redistribution of resources and
opportunities. Contrary to its claim that the military supports meritocracy,
senior generals in Pakistan support their clients in both business and politics.

In a military government there is greater dependence on technocrats,
especially experts in commerce and economics, and on the entrepreneurial
class, to earn the bulk of financial resources channelled for military modern-
ization that can be fulfilled from national budgets. The generals prefer to create
a model of controlled corporate growth. The role played by the various military
regimes in Pakistan in building and rebuilding the corporate sector or bringing
the commercial sector under its control bears witness to the fact that the armed
forces believe in macroeconomic growth which can help buy weapons. Control
is exercised through two mechanisms.

First, control over private entrepreneurs was assured by creating legal
mechanisms. For instance, the activities of modern business associations,
which had been largely free of government control, were regulated during
Ayub's regime. The ‘reorganization' scheme adopted in 1958 and given legal
effect in 1961 provided the government with the authority to regulate all
associations.”® Second, government's control was further emphasized through
indirect means of regulating the resource allocation and distributive
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process. However, successful entrepreneurs, according to Stanley Kochanek,
understood how to use the allocation system to secure benefits.*

The Ayub regime initiated a highly Kkleptocratic redistributive process
through using government machinery such as the Pakistan industrial
Development Cooperation (PIDC). This state institution was used for infra-
structure development in the private sector. The PIDC helped build 25
industrial projects in West Pakistan from 1962-9, most of which were then
transferred to financial-industrial groups.”® Similarly, the Zia regime rein-
carnated a number of business groups which were inducted into the regime-
sponsored political structure. Since the 1980s, other business groups too have
owed their good fortune to military and civilian government patronage. Given
the absence of strong political institutions and the feudal-authoritarian
character of the state and society, large private entrepreneurs have benefited
from authoritarian regimes. Thus, the rise of a number of large business groups
in Pakistan like Mansha and Hashwanee and can be attributed to blatant state
intervention.

The authoritarian civilian governments and military regimes supported
both large business and the landed-feudal class. For a civil-mili-tary-
bureaucratic regime, in particular, players with larger stakes are more
manageable. Allowing market forces to naturally chart the development of
business and economy could result in a greater number of players, and this
option is perhaps not preferred by the military or its clients. As a result, large
groups tend to dominate a larger segment of resources. In 1968, for example,
the top four business families of Dawood, Saigol, Adamjee and Awan
controlled 70 per cent of the total assets. As was explained by Rashid Amjad in
his 1974 study of the Karachi Stock Exchange, 41 industrial houses controlled
80 per cent of the private-sector assets.™

This situation did not change in the subsequent years despite Bhutto's
nationalization policy, which aimed at disintegrating the system of elitist
control of the corporate sector. In reversing Bhutto's economic policies, Zia
revived the corporate culture by unravelling the industrial and business
nationalization policy. Reviving the private sector through bringing back large
business was seen as key to economic development. The Nawaz Sharif family,
which was one of the beneficiaries of Zia's policies, took the revival of business
policy further by using official mechanisms to revive the corporate sector. The
Privatization Commission was constituted in January 1991 under Nawaz
Sharif's government to denationalize sick public-sector industrial and business
units. The mechanism was used to favour key business figures.

Shahid-Ur-Rehman's book of May 1998, W/zo Owns Pakistan? talks
about the government's support to the Mansha Group in assisting in its
purchase of one of the larger public-sector banks, the Muslim Commercial
Bank.*? The privatization policy aimed at passing on:

the liabilities of the privatized units to the people of Pakistan and
assets to the new owners. Zia, it appears in hindsight, and those who
designed it [the policy], were not interested in fetching a fair
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price of the privatized units, but to facilitate their sale to favorites at
throwaway prices".>®

Therefore, the privatization policy restored the situation prevalent under Ayub
of big business monopolizing business resources. The committee reviewing
privatization, headed by the former finance secretary H. U. Baig, in 1993 found
that 38 business houses controlled over 60 per cent (Rs.380 billion -
US$6,551.72 million) of business assets. The number of prominent business
families remained almost constant. While there were 42 prominent families in
1970, the figure only increased to 44 in 1997.*

By 2004/05, the military was added to the list of companies dominating
the corporate sector. In addition, it had developed stakes in urban and rural real
estate. The military's land acquisition, popularly referred to as the
organization's land grab, had started during the mid-1950s. Although the
distribution of agricultural land was justified on the basis of inherited British
traditions, in effect the policy allowed the military fraternity to penetrate a
socioeconomic activity that had belonged to the landed-feudal class. The
distribution of land to military personnel was meant to neutralize the influence
of major civilian land owners and to impress upon the big feudal lords the fact
that the armed forces had greater influence and political clout to redistribute the
land resources. However, as was discussed in Chapter 7, such an approach
gradually led to the building of common interests between the military
fraternity and the landed-feudal class. These shared interests then stood in the
way of any revolutionary changes in land ownership in the country. Currently
the senior generals use their influence, like the big landowners, to draw benefits
from their agricultural property which symbolize power more than a mere
source of generating capital. The relationship is driven as much by cronyism as
is the relationship between the military and big business.

The concept of crony capitalism is a reminder of Fredric Lane's thesis
regarding rent and tribute. As was discussed in the introduction, Lane talked
about the concept of rent that entrepreneurs in Europe paid to the militaries to
seek economic opportunities. In the case of the modern Milbus discussed in
this book, the linkage between rent and tribute is quite intense. The armed
forces are allowed to engage in profit-making because of to the economic
opportunities they create for other influential groups or individuals. This
argument applies to all those countries placed in the first two categories of
civil-military relations discussed in Chapter 1. However, cases of Milbus that
are found in states like Pakistan are qualitatively different. In such cases, the
exploitation is not carried out outside the country, but within the country by its
armed forces.

The majority of military personnel talk about the exceptional efficiency of
military-controlled commercial ventures. The supposed effectiveness and
financial viability of these organizations is propagated as a sign of the
military's superior capacity to govern the state and the society. This notion, as
demonstrated in this chapter, is questionable at best, and arguably only a myth.
The financial track record of some of these organizations such as the
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AWT and FF is not satisfactory. Given the military's influence and its ability to
keep its records under cover, the public are led to believe that the military
fraternity is more efficient in running commercial ventures, but this is not
borne out by the facts available.

The financial inefficiency of these business ventures places a financial cost
on the state. Some of the financial burden, as proven in this chapter, is borne by
the state by providing financial guarantees or providing loans to the military-
controlled companies. The financial aid given to these foundations is
detrimental to the growth of a free-market economy. Private-sector firms do not
get such generous assistance from the state as the AWT, the FF and the FWO.
The linkage between the state and these companies, and its impact on the
overall business environment, is not the only opportunity cost. The presence of
the military in the private sector or in profit-making activities results in
encouraging crony capitalism in the country. This creates a situation where the
dominant classes collude with the military to benefit from the state and its
resources at the risk of ignoring all those who are not part of the ‘elite
consensus'.
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10 Milbus and the future of
Pakistan

Now that we have evaluated MUbus in Pakistan, it is time to revert to the
fundamental research questions with which we began. When the military
echelons indulge in profit making and use the armed forces as a tool for
institutional and personal economic influence, do they have an interest in
withdrawing to the barracks and allowing democratic institutions to flourish?
What does Milbus mean for the professional ethos of the officer cadre, which
has morphed into an independent class through its domination of the state and
its resources? Last but not least, how do the economic interests of the military's
upper echelons impact on Pakistan's society and the country's relations with its
neighbours and the rest of the world?

RECAPPING MILBUS

Milbus, as was stated in the introduction, is the name used here for a particular
kind of military capital used for the personal benefit of the military fraternity,
especially the officer cadre, which is neither a part of, nor recorded as part of,
the defence budget. The lack of accountability, in particular, makes this type of
capital illegal and questionable. Milbus is the military's internal economy,
which is hidden from public view. This type of capital is found in most
countries of the world. However, it is more pervasive and its consequences
much more hurtful in authoritarian countries, especially those controlled by the
armed forces. When militaries are not controlled by a civilian government, they
tend to extend their tentacles into all segments and levels of the society and its
economy.

The simple principle of electoral democracy allows other stakeholders to
dominate the armed forces. In countries where electoral democracy is an
established norm, the military might engage in profit making through
partnerships, or in political coercion of the civil society, but political players
can control the military and force it to withdraw from the economy. This was
demonstrated in China, where the Communist Party ordered the military to
dispose of its financial interests in the service sector. However, this control is
difficult to achieve in semi-authoritarian, military-dominated political systems,
where the armed forces emerge as the key player in control of the state and
society. The military's power allows it to define its economic interests and
exploit public and private-sector resources, a behaviour that increases the
organization's appetite for power. Pakistan was selected here as a case study for
understanding the intriguing linkage between the military's political clout and
its economic interests.
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MILBUS IN PAKISTAN

The Pakistan military's economic interests are a result of the defence estab-
lishment's political clout, which allowed it to push for complete autonomy
from all civilian stakeholders. Its numerous commercial ventures, undertaken
directly by the organization or through its four subsidiaries and individual
members of the military fraternity, are an expression of the power of the armed
forces compared with the civil society and democratic institutions. However, it
is important to point out that these economic interests, which over the years
have consolidated into an economic empire, did not precede the military's entry
into politics.

Starting from the early 1950s, the military gradually encroached into
politics and governance because of the relatively weak democratic institutions,
and mainly because of the prominence of military security, which became the
national security agenda of the state. Given the threat posed by neighbouring
India, the political leadership, which did not have sufficient capacity to manage
the defence sector, conceded the management of the armed forces and national
security to the military. The political leadership tried to use national security as
a tool to build a national consensus, which diverted greater resources and
attention to the armed forces. The overemphasis on defence rather than
development also complicated the relations between the centre and the four
federating units. However, military security was viewed as the panacea for the
country's internal and external insecurity. The politicians, who were
predominantly from the ruling classes, used national security to strengthen their
control over the military and to use the defence establishment to their political
advantage. The problematic nature of politics created the space for the armed
forces to start building and institutionalizing their economic interests, which
were justified in the name of 'welfare of personnel'. Furthermore, the massive
industrial projects established during the 1950s and the 1960s were presented
as the military's contribution to national development.

A prominent Pakistani columnist, Khaled Ahmed, believes that the
military's economic interests in Pakistan are a corollary of the country's
peculiar nationalist agenda. In an answer to a question why military personnel
get more perks and privileges, he said, we should pay the price for what we
believe in. There is a paradox triggered by our nationalism which allows the
military to monopolize the state's resources." The strategic-national saviour
paradigm invoked by the military to justify its expanding role in the state,
society and economy allows it to dominate the polity and acquire financial and
other resources as it considers fit.

MILBUS AND MILITARY PROFESSIONALISM

The military's financial autonomy is rooted in its core function of providing
security against external threats. The military's primary task, as defined by the
constitution, relates to external security and assistance to civilian authorities at
their request. However, using the strategic-national security prism, the military
expanded its interests to all facets of the state and society, and established a
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certain ethos that helped the armed forces protect their own interests. This was
obvious from a statement the air chief; Air Marshal Tanveer Mehmood Ahmed,
made in August 2006, in which he emphasized the significance of the armed
forces and strong national security. Speaking in the aftermath of Israel's attack
on Lebanon, he said:

The Lebanese Prime Minister was forced to cry before media because
of weak defense capability of his country and no such thing would be
allowed to happen to Pakistan ... living nations used to sacrifice their
resources for keeping their armed forces combat ready in peace time.
This sacrifice was necessary and was aimed at ensuring capability to
meet any external threat in future.?

Should this statement be interpreted as an indication of the air marshal's inept
diplomatic skills, or a warning to those who challenge the military's
monopolization of the state's resources? The military justifies Milbus as part of
the indirect or larger cost borne by the society for buying national security. The
various commercial ventures mentioned in Chapters 5 and 6, and the massive
urban and rural land acquisitions, are presented as a cost for keeping well-
trained and capable armed forces. However, there is more that can be read into
the air chief's public statement. According to Lt.-General (rtd) Talat Masood,
'the statement should be interpreted as a message that since the country cannot
survive without its armed forces or cannot stand up to the Indian threat, it must
bear all costs for keeping a strong military defence’.®> Anatural corollary of this
interpretation is that the military, or those that benefit from the India-centred
national security agenda, will not allow national security to be defined in any
other way than as an external threat. This possibility means that the state's
imagination of itself and the region around it remains captured by a sense of
insecurity from India, which in turn signifies the dominance of defence over
development. The prominent Pakistani historian Ayesha Jalal terms this the
‘'state of martial rule’, in which the military plays a major role in ensuring the
dominance of defence over development.

From a strategic standpoint, this imbalance has an impact on the
professionalism of the officer cadre, which does not let itself explore the issue
of Revolution in Military Affairs (RMA), a concept that would force them to
restructure the armed forces, carry out downsizing or rightsizing, and review
the military doctrine to produce a more efficient but effective military force.
There are far too many interests involved for the military to be allowed to
divest itself of its institutional and non-institutional economic stakes.

The impact of Milbus on the character of the military institution cannot be
denied. In fact, the years of involvement of senior generals in profit-making
activities had two consequences. First, the military's echelons turned into a
powerful group of capitalists who had the financial prowess to exploit the
financial and other resources of the state. The senior generals, as was
demonstrated in Chapters 5, 6 and 7, used the organization's
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influence to obtain opportunities to further their financial and political power.
Second, given these economic interests backed with political power, the
military institution along with its serving and retired members transformed
itself into a fraternity which was gradually consolidated into an independent
class. There are well-defined rules and control over entry into the class, and
developed institutional mechanisms to protect its political and economic
interests.

The legal and constitutional changes that were introduced by the Zia
regime after the second military takeover in July 1977 were meant to
strengthen the military's political power and give it maximum autonomy,
which would empower the military over all political stakeholders. The
incorporation of Article 58(2)(b) in the 1973 Constitution served as a 'fire
break’ to discipline errant regimes and to protect the military core interests. The
establishment of the NSC in April 2004, which is the core decision-making
body, was the culmination of the drive to establish the military as an
independent class that could protect its interests and negotiate political terms
and conditions with other political players. The four top generals of the armed
forces are members of the NSC along with nine civilians. The NSC has the
power to decide on all strategic matters including the distribution of national
resources.

The gradual enhancement of the military's power has had an impact on the
character of military personnel. Although senior generals like to claim that the
military is not involved in politics or the economy, the fact is that the
organization's political intervention has given the officer cadre the sense of
being beyond questioning, a perception which over the years has permeated to
the lower rungs of the officer cadre as well. This has resulted in a situation
where the acquisition of perks and privileges is taken for granted. The housing
schemes and the agricultural land, and other facilities such as subsidized
electricity, water and natural gas supply to armed forces personnel, are not
taken for granted. These perks are justified as part of the necessary benefits
which ensure military personnel's greater commitment to their work. Here, it is
essential to narrate the story of one mid-ranking naval officer who thanked his
seniors for being provided with a house on his premature retirement. The
response of his senior officer was that he shouldn't feel grateful because it was
his right as a naval officer.*

As far as professionalism in the armed forces is concerned, Milbus serves
as a double-edged sword. The financial and other perks have increased
competition in the armed forces, especially at the junior and mid-level ranks.
These officers understand that the bulk of the rewards await them if they
manage to perform well and get promoted to higher ranks. The door to greater
opportunities opens once the officer reaches the rank of a brigadier (one-star),
and completely opens up with promotion to the rank of a maj.-general (two-
star). However, the competition does not always follow rules. In the military's
system, which is completely controlled by the upper echelons, the will of the
service chiefs and the senior officers is extremely important. In this
environment, professionalism does not just depend on the acumen of an
individual, but also on his ability to appease
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his seniors. This increases the risk of questionable decisions and is detrimental
to the overall professional ethos. According to the PN's Captain (rtd) Irfan
Shehryar:

Majors and colonels and below are far more into professionalism and
training. As long as they are not married there are lesser pressures.
Once they get married reality hits. Also, when they interact with the
outside world their eyes open and they begin to notice the rewards.
So, brigadiers and above are at risk. They interact with higher ranks
and see possible economic gains. Two-star generals and above are the
ones tasting power since they are part of an elite group with access to
power and greater rewards.”

This is not to suggest that professionalism has been completely eroded. There
is still a corps of officers who only keep to professional duties. Such officers
are not even spared for duties in public-sector organizations. The size of this
corps of officers, however, is not known. Furthermore, the economic stakes are
the highest at the senior level, which is generally responsible for providing
direction to the rest of the defence establishment and to the country. A number
of senior generals allegedly have used their authority to engage in financial
corruption. For instance, Lt.-General (rtd) Zahid Ali Akbar is accused by the
National Accountability Bureau (NAB) of indulging in corrupt practices during
his stint as chairman of the national Water and Power Development Authority
(WAPDA) from 1987 to 1992. Although the extent of his corruption is not
known, he is accused of remitting Rs.32.4 million (US $560,000) to his foreign
accounts from 1993 to 1998.° The naval chief, Mansoor-ul-Hag, was accused of
taking bribes in the French Agosta submarines procurement deal. However,
these two stories are the tip of the iceberg. There is a lot which remains
unearthed because of the lack of transparency of the defence sector.

Moreover, the system of perks and privileges highlighted in this book as
part of Milbus allows the military leadership to get the support of the officer
cadre, especially in undertaking an action against a civilian regime. The
officers, especially brigadiers and above, tend to comply with the will of the
service chief out of a fear of losing financial opportunities and possibly jobs.
Commenting on the power of Milbus to enforce discipline in the military, the
defence analyst and businessman Ikrarn Shegal is of the view that ‘the jump
from a major-general is a major financial jump and so a brigadier who has a
good chance for promotion does not want to disturb his future'.” While the
consequent discipline serves the interests of the military leadership, it adds to
the imbalance between political forces, the fragmented civil society and the
armed forces, which emerge much more cohesive and stronger than the other
players.

The political and financial autonomy of the military has negative impli-
cations for professionalism in strategic terms. The absolute power and
authority of the military, underscored with its financial autonomy, undermines
accountability in the organization. Although the organization claims
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to have stringent accountability mechanisms, these stand in contradiction to the
overall political and administrative system which does not hold the military
accountable for its actions or question its expenditure. Senior generals
challenge the perception that the commercial ventures have any impact on their
work. For instance, the former chief of the general staff (CGS) of the Pakistan
Army, Lt.-General (rtd) Farrukh Khan, was of the view that the military
foundations are not affecting our professionalism. As CGS, | never went to the
meetings of AWT or FF.® However, the issue under discussion is not really
time, but conflicts of interest impinging upon the military's professionalism. In
the words of a retired army colonel, who was commenting on the Pakistan
military's stakes in real estate, 'officers become property dealers and turned into
millionaires overnight and scandals hit this section of the armed forces'.’

THE POLITICS OF PAKISTAN

The most serious consequence of the military's involvement in economic
ventures relates to their sense of judgement regarding political control of the
state. The financial autonomy of the armed forces, which is reflected through
the burgeoning economic empire discussed in this book, establishes the officer
cadre's interest in retaining political control of the state. Since political power
nurtures greater financial benefits, the military fraternity see it as beneficial to
perpetuate it. In this respect, economic and political interests are linked in a
cyclic process: political power guarantees economic benefits which, in turn,
motivate the officer cadre to remain powerful and to play an influential role in
governance.

In the initial years after the country's independence, the military's
economic stakes were limited to drawing resources from the national budget as
part of the annual defence allocation. It could also be argued that the primacy
of national security, and the task given to the armed forces of securing the state
and its ideology, helped the military build the logic for its initial penetration
into the economy and politics. The earlier governments were generous in
allocating funds to the armed forces without introducing any proper control
over the organization. The military perceived itself as a protector and
benefactor that could ensure greater control of the state and its resources. With
the passage of time, the defence establishment gradually extended its tentacles
into all major segments of the economy and society.

Every military regime created greater openings for its fraternity for
benefiting from the state's resources. Using the cover of its image as the state's
guardian and the only capable national institution, the armed forces sought
greater avenues and opportunities for profit making. Since the military takeover
in October 1999, it has employed a greater number of serving and retired
personnel in the government and public-sector corporations and other
organizations than at any other time in the history of Pakistan. Moreover, larger
contracts are awarded to the wvarious military companies, and more
opportunities provided to the military-controlled subsidiaries and individual
members of the military fraternity. The increase in military
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employment was explained by Lt.-General Asad Durrani as a natural
phenomenon linked with the army's top leadership selecting its trusted people
to perform jobs. Since the emphasis was to improve conditions and make
progress, Musharraf was inclined to give the jobs to people he trusted the most.

However, this approach weakened civilian institutions further and created
stakes in the system that benefited armed forces personnel. In fact, as was
argued in Chapter 6, the financial stakes allowed the military fraternity to
evolve into an independent class which guarded its own interests along with
those of its clients from other dominant classes, and institutionalized its control
of the state. Therefore, the financial cost for the army of withdrawing from
politics is very high. Under these circumstances, it is almost impossible for the
military to totally withdraw to the barracks and allow democratic institutions to
flourish.

Senior generals deny any linkage between their political and financial
autonomy, and that the military's takeover of the state was driven by their
economic interests. Instead, they argue that this was a result of the incapacity of
civilian institutions and the political leadership. So, they claim, democracy is
impossible because of the incompetent political leadership. According to Lt.-
General (rtd) Syed Mohammad Amjad, 'l have asked myself the question, are
we ready for democracy? Is the Muslim world ready for democracy?"’® The
general's despondency about the political situation did not appreciate the
problematic structure of Pakistan's sociopoli-tics, which perhaps can only
produce a leadership that is not qualified to push the army back into the
barracks. While pointing out the flaws of the political system, Amjad did not
take into account the fact that the military is a protagonist in a semi-
authoritarian system in which the dominant classes are absorbed in pursuing
their own interests. The issue, thus, is not about the military being a better
performer than the political governments, but about all the dominant classes
contributing to creating a predatory cycle of politics.

This predatory cycle creates a situation where the military and civilian
leadership reinforce authoritarian rule for their own interests. As was shown in
Chapters 2 and 3, successive political regimes have strengthened the army, and
the logic for the military's existence, to enhance their own political clout over
their political opponents. The military unfortunately is no different. The senior
generals tend to engage in favouritism and in promoting parties and factions
which strengthen the military's control. In addition, the military leaders indulge
in monopolizing resources in the same fashion as politicians. The only
difference, as was highlighted by the editor of the Daily Times, Najam Sethi, is
that 'the military bends the rules and make their own rules so that no one can
call it corruption'.*!

The driving force here is not loyalty or ideology but vested interests.
Therefore, it is not possible to get the military out of politics, or for the military
to strengthen democratic institutions, even if some do claim to bolster
democratic institutions.

To reiterate the significance of Milbus, the network of ventures and
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opportunities created by the military for the benefit of its senior members also
reinforces the predatory cycle. These benefits are gained through exploiting the
state's resources in partnership with the military's civilian clients. These people
have stakes in an authoritarian system which provides them with great
financial rewards. The civilian clients aid and abet the military's exploitation of
public and private resources in order to gain benefits for themselves. This
attitude, however, has a negative impact on the political future of the country.
It feeds into the chasm between the centre and the federating units, and the
various ethnic communities which remain divided because of the biased
policies of the state, which is dominated by military and authoritarian political
forces.

Today, the military's hegemony in Pakistan is a reality. It is important to
note that this hegemony is three-dimensional: the military has penetrated the
society, politics and the economy. Also, it has grabbed the intellectual
discourse and the imagination of the people through promoting its own people
or luring others to conform to a classical realist paradigm in analysing domestic
or external issues. Unlike previous military dictatorships, Pervez Musharraf's
military government is far more effective at controlling civil society
institutions with minimum cost to its image. Its subtle control of the media is
based on a system of rewards and selective punishment, tools used with other
civil society institutions as well. Furthermore, the national security paradigm
has been marketed so effectively that there is hardly any cogent element in the
country that could challenge the basis for the military's existence or its
dominance of the state and its society.

In 2006 the top leaders of two prominent opposition parties, Benazir
Bhutto and Nawaz Sharif, announced the Charter of Democracy (CoD).
However, their joint agenda to protest against the military's domination did not
exhibit any clearly defined principle that might push the armed forces out of
politics. The CoD emphasized the significance of the Kashmir dispute, an issue
that in the long term is bound to keep the military's importance intact. Hence, it
appears more a protest against an individual -Musharraf = than a solution to
push the military back permanently. Therefore, the governor of the Punjab, Lt.-
General (rtd) Khaled Magbool, is right when he says, T don't think there will
be any government that wants to weaken the military. The army will never be
threatened,*

Hence, the political conditions are not likely to change unless the
democratic forces bridge their internal divisions and put an end to the discord
that seems to fragment the civil society and the political forces. The political
forces would have to strengthen themselves much more than ever before, since
their economic stakes have also changed the character of the military. The
structure of the political parties needs to be revamped with an emphasis on
democratization of the political party system. A continuation of authoritarian
principles by the politicians will hardly aid in fighting back against the armed
forces.

Alternatively, a possible change in circumstances might occur through the
special interest of external forces such as Pakistan's foreign ally, the
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United States, on which Islamabad has a strategic dependence. Moral and
political assistance from the United States aimed at strengthening societal
forces might help the political players to push the army out of politics. Even in
this option, the strengthening of domestic political players is almost a
precondition. Pakistan's external allies have to realize that superficial steps
such as holding elections while manipulating democratic institutions and
conducting pre-poll rigging, or localization of politics through local body
systems, will hardly serve the purpose of strengthening democracy in Pakistan.

An authoritarian system in which the military has a dominant position is
hardly the panacea for Pakistan's political problems, nor does it help the long-
term interests of the country's strategic external allies. A politically strong
Pakistan will also be a stable Pakistan, which will not be detrimental to the
South Asian region or the world at large. It is worth recognizing that Milbus
and the military's financial autonomy hampers the growth of democracy in a
country. This is borne out by other cases such as Turkey and Indonesia as well.
In Turkey's case, the military has established a niche in the economy and the
country's polity. International capital also seems to contribute to the military's
financial empire. However, such cooperation strengthens the armed forces,
which ultimately works against strengthening democracy in Turkey. The lack
of a democratic environment, it must be noted, is one of the barriers for
Ankara's entry into the European Union.

THE IMPACT OF MILBUS IN THE FUTURE

While it is difficult to quantify the military's internal economy, it is equally
difficult to list all the opportunity costs of Milbus. Nevertheless, for those
readers who might be interested in shedding greater light on the subject, it is
apt to conclude this study with a new hypothesis. It will be advantageous for
all to study the linkage between Milbus, the military's transformation into an
independent class and a part of the dominant elite in the country, and the rise in
religious extremism in societies where this has happened.

The rise in religious extremism is a common factor in all the three coun-
tries that have been put here into the category of parent-guardian military
dominance: that is, Pakistan, Indonesia and Turkey. The mififary!s transfor-
mation into a class and a part of the dominant elite negates the institution's role
as an arbiter to which the society looks for providing the necessary social and
political balance. The military's evolution reduces the options available to the
general public, who then seek alternative ideologies. It is an interesting
coincidence that in the absence of any other political ideology after the end of
the cold war, religion or religious ideology has emerged as an alternative
agenda which the people in these countries seem to have sought in their search
of justice and better governance.

In Pakistan, the military has been central in nourishing the religious right
without necessarily realizing the strength of religious ideology as an alternative
to itself. The military, in fact, also supported and built various militant
organizations to serve its national security objectives. The religious
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parties, the militant groups and the armed forces are bound in a process of
reinforcing each other's strength. The greatest beneficiary, however, is the
religious right, which seems to have captured the imagination of the common
people. The increase in religious conservatism and the attraction of the
religious right for the common people also bolster the military's significance as
a possible tool for enforcing an alternative fundamentalist sociopolitical system
in the country and the world.

Although Pakistan's generals claim that they want to curb religious
extremism and militancy, the published reports indicate otherwise. A report
published in the English-language magazine Herald exposes in detail the
government's two-faced attitude to the militants.*® Such reports raise questions
regarding the efficacy of US policy, and that of other Western countries, in
dealing with the issue of militancy or democracy in Pakistan, and other states
that are partners in Washington's 'war against terror'. The armed forces in
Pakistan, Turkey and Indonesia have in fact systematically used religion to
further their control over the society. The strengthening of the religious right
served the purpose of consolidating the control of the military over the state
and society. Is there an essential link between the military institution's
evolution as a class and the rise of religious extremism? How does Milbus
contribute to restructuring social relationships in a society? Should the rise in
religious extremism and xenophobia be seen as one of the costs of Milbus?
These are some crucial questions that | leave for readers and future researchers
to answer.
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The News International, Thursday, June 7, 2007

Dr Ayesha quietly leaves Pakistan

Rauf Masra
LONDON: A renowned and widely" respected woman scholar Dr Ayesha Siddiga and author; of the best selling, book "Military Inc.", whose
launching ceremony-last week, had stirred a storm in Pakistan, secretly reached London on Wednesday after a "message” was conveyed to her
that a charge-sheet was being prepared to put her on trial for writing a book against the military establishment.

Dr Ayesha, who otherwise was scheduled to reach Lon-don on June 13, to attend the launching ceremony of her
book, however decided abruptly to get out of the country on June 5 after messengers told her that she might be put on trial soon.

Before leaving Pakistan, the writer had received a notice from a top retired military general demanding Rs. one billion for
exposing his acts of omission and com-mission in her book.

Dr Ayesha reached L.ondon on \Wednesday afternoon after taking a direct flight from Islamabad after she was conveyed by some
of her close family friends that her life was in danger and she should be careful.

The writer was under serious pressure from different quarters after she successfully launched her book in Islamabad despite the
government tactics to sabotage the move by ordering all the hotels of Islamabad "not to extend her space on rent". Her defiance
followed by bold interviews to the Pakistani and international media had greatly angered the Musharraf government.

Her latest best selling book -the first of its kind on Pakistan Army's commercial interests and economic power — has become the
main reason behind her abrupt departure from Pakistan to save her life.

On arrival in London, Dr Ayesha told The News that she had left Pakistan quietly as certain "messengers" were sent to her
house with the clear motive to inform her about the government intention to prepare a charge sheet against her. Dr Ayesha said,
she understands that all those messengers, personally known to her, were sent from different quarters, as the concerned authorities were
seriously annoyed over her work on political and economic might and role of the military establishment.

Ayesha said although, she had planned to visit London in the second week of June to attend her book launching ceremony on June 13 but
after receiving these messages she decided to leave for London quite early. She said the

messages had worried her husband about her safety at home. Dr AyeshaSiddicgaisamilitary analyst with a Ph.D in war studies from
King's College. London.





