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Conventions

ratified)

Corruption Perceptions Index 2007: 2.4 (138th out of 180 countries)

ADB-OECD Anti-Cortuption Action Plan for Asia-Facific (endorsed November 2001)
UN Convention against Corruption (signed December 2003; ratified August 2007)
United Nations Convention against Transnational Organized Crirme (signed Decernber 2000, not yet

Legal and institutional changes

© Sindh became the first of Pakistan's four
federal provinces to introduce regulations
ensuring transparency in procurement on
1 November 2006, when the chief secretary
promulgated the Public Procurement Rules
2004, The rules provide bidders with pre-qual-
ification and tender documents that include
all the relevant information, including

detailed evaluation criteria, the bid award
method, the mandatory signature of an
integrity pact, bidders’ complaints rights, stan-
dard conditions of contract, and so on. The
rules allow the widest possible competition
and discourage the favouring of any single
contractor or supplier, while ensuring that the
contract is awarded to the lowest bidder.!

©On 9 March 2007 President Parvez
Musharraf filed a reference against Chicf

1 See Wi transparency.org pk/documents/PPRARuIes2004. pd.




[image: image2.png]212

Country reports: Asia and the Pa

Justice Iftikhar Muhammad Chaudhry
head of the Supreme Court, on charges of
misuse of authority and misconduct after
failing to obtain his voluntary resignation.*
Musharrafs subsequent suspension of the
chief justice triggered a four-month constitu-
tional crisis over the independence of the judi-
ciary (see Global Corruption Report 2007), which
saw lawyers and barristers demonstrating
alongside opposition politicians, journalists,
doctors, engincers, accountants and other
‘middle-class professionals (see below)>

Military grabs land, companies

‘The military has held unaccountable power for
most of Pakistan's sixty years of existence and
has also been engaged in, or planned for, open or
proxy conflicts with the Soviet Union, India and
Afghanistan for much of that time. It is unsur-
prising, therefore, that weapons procurement —
swith the secrecy such deals attract - has provided
a flourishing channel for corruption, as it also
has in India and Sri Lanka. In August 2000, for
example, allegations of accepting kickbacks from
French and Ukrainian companies were made
against two army chiefs, one naval chief and two.
air force chiefs during negotiations for US$2.7
billion worth of submarines, jets and tanks (see
Global Corruption Report 2001). The National
Accountability Board (NAB) finally made the
former chief of naval staff, Mansur-ul-Haq,
return his USS7.5 million share of the comumis-
sions in 2001.¢

What is less well known is the scale of the
inroads made by the military into ‘civilian’
sectors of Pakistan's economy, including land,
construction, property, manufacture, fertilisers,
agriculture, road-building, trucking, health, edu-

2 See wavw thenews.com.pkftop_story_detailaspTId=9125.

cation, insurance and banking. The military's
interests in these areas are held by a group of
charitable foundations set up in the colonial era
to look after retired members of the armed
forces, particularly members of the officer class,
‘The wealthiest s the Fauji Foundation (FF), one
of the army’s two investment funds.?

For purposes of comparison, the Fauji
Foundation is Pakistan's largest corporation,
with a tumover of US$S00 million in 2001, as
swell as the country’s largest landowner. Askari
Bank, owned by the Army Welfare Trust, is the
country’s most successful bank, and the trust has
other interests in farming, milling, insurance
and retail. The Shaheen Foundation, run by the
air force, specialises in aviation-related services,
including owning the country’s second largest
airline, Shaheen Air, aviation maintenance and
in-flight catering. It also has interests in com-
mercial property, TV and radio, and computer
technology services. Meanwhile, the National
Logistics Cell, the army’s transport flect, enjoys
a near-monopoly on all large haulage contracts.

‘The army also houses ‘defence colonies’, which
provide officers with prime housing at pepper-
o prices and acquires farmland for cultivation
by excservicemen. Since President Parvez
Musharzaf came to power by coup in 1999, the
military has extended its economic reach
through the appointment of ninety-two senior
officers to key posts in the public sector, diplo-
matic service and leading utilities, providing
further scope for illegal enrichment.+

Most Pakistanis know of the military capture of
the civilian economy, but just how large a share
it controls was a carefully guarded secret until
July 2007. Dr Ayesha Siddiqa, a civil servant who

3 Subsequent events in Pakistan ook place beyond the reporting period of this countey report

4 See Glabl Cormupton Report 2001

S Much of what follows can be found in A. Siddiqa, Milary Inc. Inside Pakstan's Mitary Economy (London: Pluto

Press, 2007
6 Stnah Today (Pakistan), no. 4, 1-15 October 2003




[image: image3.png]once worked on defence accounting, published
Military Inc,, a book that sought not only to
quantify the scale of the armed forces’ plunder of
the civilian economy, but also the wealth of
leading generals.

According to Dr Siddiqa, full generals enjoy indi-
vidual wealth in excess of US$8.3 million, while
President Musharsaf has converted US$690,000
of army-granted farmland in Islamabad into
US$10.34 million of movable assets.

A reliable parliamentary source said the Senate
was informed in 2006 that a military officer
received one plot of land after fifteen years of
service, another ater twenty-five years, a third
after twenty-cight years and a fourth after thirty-
three years.” The Defence Housing Authority
(DHA), which allocates the plots, foutinely
encroaches on provincial authority lands to
replenishits stocks without either negotiation or
payment

The DHA, the five main foundations and the
thousands of companies, small and large, that
they control benefit from hidden subsidies from
a national budget controlled by their ultimate
beneficiary — the military elite - and can plead
national interest as a way of justifying their
activities. In February 2006 the Senate was
informed that the government had paid back
Rs13 billion (US$222 million) in loans by the
Fauji Fertiliser Company Jordan out of taxpay-
ers’ money.”

According to opposition  parliamentarian
Farhatullah Babar, Khoski Sugar Mills, owned by
the FF, was sold for US$300 million in 2005 to a

7 South Astan Pule (Paldistan), 2 Jly 2007.

8 Ihid

9 Ihid

10 Ihid

L1 See worvirediff.com/money/2008/jun/09guest2 .
12 WallSret Jouamal (US), 10 May 2006.
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company that had not even participated in the
bidding process, while the highest official bid
had been US$387 million. “When the senate
defence committee asked the head of the FF,
himself a former chairman of NAB, to appear
before i, he refused,’ wrote Babar, ‘We were told.
to shut up, as FF was a private enterprise. *

The ambiguous status that the foundations
enjoy - part taxfree charity, part private
company and part military cartel - assumed
surreal dimensions during the privatisation pro-
gramme. When bidding opened for the sale of
National Refinery Limited and Pakistan State
Oil, FF lined up against Kuwait Petroleum,
Lukoil and Chevron Texaco. FF lost in both
cases, not because the international financial
institutions protested at conflict of interest, but
because the offers were pitched too low.

Dr Siddiqa estimates that the armed forces
contiol one-third of all heavy manufacturing, up
to 7 per cent of private assets and around 12
‘million actes (4.8 million hectares) of land. Their
private business empire could be worth as much
as US$20 billion. ‘So much has been grabbed by
the military,” wrote Lord Patten, the former EU
commissioner for external relations, in 2006,
“that it will take years just to catalogue it. =

Justice and the general

On 9 March 2007 Chief Justice Iftikhar
Muhammad Chaudhry was summoned by Presi-
dent Musharraf, who read out a list of offences
and ordered him to resign.” When the chief
justice refused, he was suspended from office and.
confined for five days in his house. The president

13 For the chieffustice’s deposition, see wiw.ahichk.net/statements/mainfile. php/2007statements/ 1040,
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took out a ‘reference’, or charge, against him for
abuse of authority and ‘ignorance of merit’ in
some of his decisions.

Since his appointmentin June 2005 Chief Justice
Chaudhry had worked to clear the backlog of
cases before the Supreme Court, then standing
at 25,808, He had demonstrated an indepen-
dence of mind that had been missing from
the Supreme Court since 1999, when General
Musharraf, having taken power, demanded that
judges issue a Provisional Constitutional Order
barring the court from challenging his authority
on constitutional grounds (see Global Corruption
Report 2007). This they did.

Justice Chaudhry had reversed the privatisation
of Pakistan Steel Mills to friends of highest gov-
emment functionaries and actively pursued the
case of the several hundred ‘missing persons’
wwho were believed cither to have been subject to
‘extraordinary rendition’ by US secret services or
actually murdered since the launch of the “war
on terror'1* Justice Chaudhry was expected to
become an even greater thorn in the president's
sidein 2007. First, the latter faced a delicate, con-
stitutional manoeuve if he were to be permitted
to stand for election to the presidency - without
surtendering his other job as head of the armed
forces. Second, two exiled former prime minis-
ters, Nawaz Sharif and Benhazir Bhutto, would
be secking rulings on whether they would be
able to come home and contest the elections.

There followed an extraordinary four-month
period in which Justice Chaudrhry, his barrister
and advisers criss-crossed the country to address
bar associations and gauge popular reaction to
his suspension and_ Musharrafs rule. From
Islamabad to Lahore, Faizlabad and Multan, they

14 Pak Trbune (Pakistan), 9 March 2007
15 Daty Times (Pakistan), 11 March 2007.
16 Pak Trbune (Pakisan), 27 July 2007

swere greeted by hundreds of thousands of sup-
porters, throwing rose petals in a rare case of
Pakistani ‘people power'

Eighteen hours before the Supreme Judicial
Council, the judiciary’s regulatory body, was due
to adjudicate his case, Justice Chaudshry’s bar.
sister lodged a petition in the Supreme Court on
behalf of his client. On 20 July the chief justice
was reinstated in 2 unanimous judgment by the
thirteen-member bench, which declared that the
president’s suspension order and reference had
been illegal e

‘The judgment was acclaimed as a victory for an
independent judiciary and a guarantee that the
complexities surrounding the forthcoming elec-
tion and the legal standing of the leading can-
didates would be dealt with in an impartial
and even-handed manner. At the time of
swriting, however, there was no evidence that
President Musharraf would abide by Chief
Justice Chaudrhry's future rulings if they did not
entirely suit his own political purposes.

Survey results

T Pakistan conducted its second National
Cormuption Perceptions Survey from April to
July 2006, gathering the views of 4,000 respon-
dents through a twenty-four-page question-
naie. As in the 2002 survey, police and power
utilities topped the list of Pakistan’s most
corrupt sectors, but taxation, customs and
health improved their ranking. The majority of
respondents were of the view that corruption
had increased since 2002, and attributed this
trend to a lack of accountability, the low salaries
of public officials and their wide discretionary
powers. From the testimony provided, Tl

17 Subsequent events in Pakistan bearing out this analyss took place beyond the reporting period of this country

teport n late 2007
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Some success in implementing water
integrity

‘The successful spplication of an integrity pact in
the Karachi Water and Sewerage Board’s mod-
crnisation programme in 2003 resulted in the
mandatory inclusion of similar pacts in all gov-
crnment procurements with ffect from June
2004, In the following year the Sindh Ministry
of Intigation and Power signed  memorandum
of understanding with T1 Pakistan to strengthen
transparency in its procurement by acting as an
abserver in all tenders. This led to considerable
savings in two high-value project.

Under the terms of the agreement, Tl Pakistan
agreed, inter alia, to ensure: that bid-opening is
done according to the schedule; that the
bidding-opening venue is accessible to all
bidders; that bid documents are made available
toall interested parties and also available on the
procurement website; that bids are received in
sealed forms, opened publicly and kept in a safe
place to avoid any tampering after opening; that
bid evaluations are carried out confidentially;
that complaints are processed through the estab-
lished complaint redress system; and, finally,
that anomalies in the procurement process
should be fully reported.1*

In the first of the two projects—a US$265 million
project to reline the province's canal system, par-
tially funded by the World Bank — a US$9.6
million bid to provide tendering services was
‘pulled back after TI Pakistan discovered that one
of the company’s associates had previously been
blacklisted, but had not disclosed this. After calls
foranew round of bidding, the evaluation found

Pakistan

not only that M/s Nespak of Lahore had pro-
vided a technically superior offer, but also that
their quoted cost of US$6.2 million was the least
expensive.

In the second procurement process, Tl Pakistan
was asked to monitor the purchase of US$10.3
‘million worth of heavy earth-moving machinery
and workshop equipment, and to compare the
2007 prices with a similar procurement made
carlier in 1994, Even after a 15 per cent devalua-
tion of the rupee, TI Pakistan was able to ensure
savings of 22.7-42 per cent on excavators and
bulldozers, compared to their cost thirteen years
carler. This is partially explained by the fact
that TI Pakistan ensured that the tender terms
complied with the World Bank’ international
standards and were in line with the Public Pro-
curement Rules of 2004,

Syed Adil Gillani (T1 Pakistan)
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