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ABSTRACT 

This study examines the economic potentials of Gwadar port and how the 

materialization of this project would play pivotal role in triggering the 

economy of Pakistan by channeling trade of various countries especially 

China, and emphasize that through Gwadar port Pakistan can offer itself as 

a gate way and hub of trade for the region as it is located at the edge of 

Persian Gulf, Middle East and is very close to the main sea routes. 

Theoretical tools are applied in the thesis to scrutinize the prospects of 

Gwadar as a hub port, arguing its geopolitical environment, its technical 

aspects and how it would channel Chinese trade yielding benefits to the 

economy of Pakistan. China is the main supporter of this mega project, 

increasing energy demand in china, its oil policies, and strategies for the 

development of its western part and its growing economy is discussed in 

order to find out the importance of Gwadar port for china and the expected 

Chinese trade flow through this port. The port is compared for 

transshipment, transit trade, infrastructure, facilities provided etc with the 

other ports of the region. Each of the port is discussed individually first 

and then the comparison of these ports is presented. The interests in the 

region surrounding Gwadar port by various regional players along with the 

super powers are discussed to find out the geo-strategic imperatives 

surrounding and affecting Gwadar port. The focus is on the identification 

of these interests in terms of security or economic compulsions. This 

interrelation is then used to suggest policy guidelines for Islamabad. To 

test the hypothesis both primary and secondary data is used. Each chapter 
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is comprised of two parts. The first part is based on secondary data while 

the second part is based on the main findings from primary data.  Primary 

data is collected from civil servants and businesspeople to reach to the 

depth of the problem and suggest the solutions for it .A self administered 

questionnaire is used to collect primary data. The cross tab, chi square and 

tabulation techniques under the SPSS programme are used for the analysis 

of primary data.  

The study finds that Gwadar Port can generate necessary resources for 

developing required infrastructure which is pre requisite for fully 

functional and successful port and which would in turn be a catalyst for 

the economic revival of Pakistan provided a stable, congenial and secured 

environment is in place, and that is only possible through regional co-

operation and amicable settlements of all domestic and international 

political and diplomatic issues.  

 

 

 

 

 

 

 



viii 
 

ACKNOWLEDGMENTS 

First of all I thank Allah for giving me energy to complete my study. I would like 

to acknowledge opportunity provided by Area study Centre for the completion of 

my study. The excellent academic environment provided by ASC, coupled with 

learning opportunities, helped me to choose a topic of my interest and crystallize 

my thoughts on the subject; for which I profoundly thank the entire faculty of 

ASC. Special thanks to my thesis advisor, Dr. Shah Jahan, for his guidance, 

encouragement and direction in the completion of this thesis as Adisor. I would 

also extend my appreciation and special thanks to Dr. Ghazala Nizam for her 

efforts as Co-Advisor of my thesis. Without her help and encouragement, it 

would not have been possible to complete my study. My personal gratitude to my 

cousin Amjad Ali who helped me in computing this thesis  and Adnan Khan who 

helped me in the collection of primary data and to fine-tune this thesis.  I 

acknowledge the efforts of my friend and colleague Musarrat Tariq to equip me 

with the necessary analytical tools to consolidate my thoughts on the thesis.  I 

would like to mention the name of my sister Khalila Takreem who accompanied 

me in my visit to Karachi and Gwadar and stood by me patiently in the rough 

weather of Gwadar. I also extend my thanks to all the writers whose works have 

been used in the thesis.   

I am very thankful to Peshawar University for funding my visit to Karachi and 

Gwadar for the collection of primary data. l would thank  the employees of 

Gwadar port authorities, especially director General operations Abdul Razaq 

Durrani and Director Admin.  Imam Bakhsh Bazejjo (Karachi office) for 

providing first hand information about Gwadar port and making my thesis 

authentic. 

It is important for me to mention that it took me a long time to complete my 

study as I lost five of my family members during this period- my beloved father 

Syed Takreem-ul-Haq, the very caring mother Rashida begam, my loving elder 

brother Syed Asjad Takreem, my friendly sister in law Sajida Asjad and my very 

sweet niece Iman Asjad. It became very difficult for me to come out of the 

depression and continue my study. I would like to mention the names of my 

friends Dr. Amera Takreem, Dr. Ghazala Nizam and shazia shah who helped me 

to come out of the depression, without their encouragement and moral support it 

would not be possible for me to complete my study.  

My personal thanks to   my daughter palwasha and son Muhammad Haseeb, who 

stood by me all the time during the academic rigors involved in the completion of 

this thesis. Being a single parent they needed a lot of my attention and time, they 

sacrificed their opportunities to enjoy the beauties of life several times. 



ix 
 

TABLE OF CONTENTS 

 

Title         page 

INTRODUCTION        1 

OBJECTIVES        5  

JUSTIFICATION OF THE STUDY     5 

THEORETICAL FRAMEWORK     6 

METHODOLOGY       8 

Hypothesis 1        9 

Hypothesis 2        9 

Hypothesis3        9 

Hypothesis 4        10  

Hypothesis 5        10 

SAMPLE SIZE       10 

PROCEDURE        10 

RESEARCH INSTRUMENT      10 

ANALYTICAL TECHNIQUES     10 

ORGANIZATION OF THE STUDY     11 

 



x 
 

CHAPTER 1: THE NEED FOR GWADAR PORT                  

INTRODUCTION       15 

MARITIME TRANSPORTATION, PORTS AND THE GLOBAL 

ECONOMY                                                                                         19 

SEABORNE TRADE IN ASIA     32 

PAKISTANI PORTS AND SEABORNE TRADE   36 

Port of Karachi       39 

Port of Bin Qasim       40 

MAJOR PORT ISSUES IN PAKISTAN    41 

Congestion                                                                                          41 

Long stay times of containers      41 

Awkward and long customs’ procedures     42 

Little direct container delivery     42 

Limited inland transport capacity     42 

Costly physical expansion      43 

Container Handling Charges      43 

RISING TRENTS IN NATIONAL IMPORT EXPORT  44 

REGIONAL DEMAND FOR GWADAR PORT   50 

 

 



xi 
 

CHAPTER 2:  STRATEGIC IMPORTANCE OF GWADAR PORT 56 

INTRODUCTION       56 

STRATEGIC SITUATION OF PAKISTAN    58 

Interests of USA                                                60 

Interests of China       66 

Interests of Iran       71  

Interests of India       77 

Interests of Afghanistan      85 

Interests of Japan       92 

Interests of Pakistan       97 

GLOBAL WAR ON TERRORISM (GWOT) AND GWADAR          

PORT                                                                                     103 

MAJOR FINDINGS OF PRIMARY DATA              110 

CHAPTER 3: ECONOMIC POTENTIALS OF GWADAR PORT AS 

HUB PORT 

INTRODUCTION       125 

HUB PORT AND ITS BENEFITS     128 

PROSPECTS OF GWADAR PORT AS A HUB PORT  133 

PHYSICAL DEVELOPMENT OF GWADAR PORT  136 

 



xii 
 

Phase- 1        136 

Phase–II        137 

Port Associated Infrastructure     138 

Road Links        139 

Makran coastal highway (M-10):     139 

Gwadar-Ratodero Project (M-8):     140 

Baima-Sorah-Quetta_Chaman link:     140  

OIL AND GAS PIPELINES      142 

Turkmenistan -Afghanistan -Pakistan Gas Pipeline (TAP)   144 

Iran Pakistan Pipeline (Peace pipeline)     146 

Qatar–Pakistan pipeline      148 

GWADAR CITY AND INDUSTRIAL DEVELOPMENT  150 

Role Model Port Cities      151 

Shenzhen port city       151 

Singapore port city       152 

Dubai port city       153 

Busan port city       155 

Gwangyang port city       155  

Up gradation of the Gwadar Airport     155 



xiii 
 

 

THE COMPETING PORTS      156 

Dubai Ports        162 

Port of Khor Fakkan       165 

Port of Chabahar       167 

Domestic Ports - Karachi and Qasim     169 

EXPECTED TRANSIT TRADE AND TRANSSHIPMENT AT 

GWADAR PORT                                                                          170 

Transit trade        172 

Transshipment        174 

COMPARISON OF PORTS      180 

MAJOR FINDINGS OF THE PRIMARY DATA   182 

CHAPTER 4: ECONOMIC BENEFITS OF GWADAR PORT TO 

PAKISTAN  

INTRODUCTION       190 

ECONOMY OF PAKISTAN      193 

External Environment……      196 

Impact of September 11 Events on Pakistan’s economy  196 

ROLE OF MARITIME SECTOR OF PAKISTAN   199 

Contribution of Maritime Sector in Economic Growth  201 



xiv 
 

SHIPPING INDUSTRY AND ECONOMIC DEVELOPMENT 207 

EXPECTED TRADE THROUGH GWADAR PORT  212 

Expected Trade -Central Asia      217 

Expected Trade-China      227 

Expected Trade- Afghanistan      229 

Expected Trade-Domestic      234 

INDUSTRIALIZATION OF THE AREA    242 

Steel industry at Gwadar port      245 

Cement Plants:       250 

Construction and Building Materials     252 

Marine/ Ship services       256 

Repair and maintenance      256 

Building and conversion      256 

Shipyard        258 

Automotive development      260 

Food processing       261 

Textile and clothing       262 

Oil refining        264 

Petrochemical complex.      265 



xv 
 

Fertilizer        267 

LNG         269 

MAIN FINDINGS OF PRIMARY DATA    274 

CHAPTER 5: IMPORTANCE OF GWADAR PORT FOR CHINA 

INTRODUCTION       281 

GROWING ECONOMY OF CHINA    285 

CHINA’S ENERGY DEMAND AND SUPPLY   292 

CHINA’S PETROLEUM INDUSTRY    296 

CHINA’S OIL IMPORTS      301 

CHINA’S NATURAL GAS      301 

CHINA’S GAS INDUSTRY      303 

CHINA’S COAL        307 

CHINA’S ENERGY POLICIES     311 

String of Pearls       314 

DEVELOPMENT OF XINJIANG     318 

The Go west policy       321 

MAJOR FINDINGS OF PRIMARY DATA    332 

 

 



xvi 
 

CONCLUSIONS AND RECOMMENDATIONS   334 

REFERENCES       349 

Annexure 1; Results of Qai-square test    389 

Annexure 2; Gwadar Master Plan     397 

Annexure 3; Questionnaire      400 

  



xvii 
 

 LIST OF TABLES 

 

  

 Title Page No 

1. Table1: Total Cargo Traffic and Container 

Traffic by Port  Regions1990- 2007 36 

2. Table 2: Preference of Gwadar port to be 

used by Businessmen 53 

3. Table 3: Long lasting political tensions and 

competition for scarce resources as a base of 

instability in the region 110 

4. Table 4: The stability of the unipolar world 113 

5. Table 5: The most important factor that is 

hindering Gwadar port from  becoming 

operational 115 

6. Table 6: Gwadar port as threat to India 117 

7. Table 7: Response of Iran to the fully 

operational Gwadar port 119 

8. Table 8: The effect of Pakistan’s role as 

energy corridor on the region 121 

9. Table 9: Trends that can mostly affect the 

development of Gwadar port in future 

 

123 

 



xviii 
 

10. Table 10: Expansion plans for growing 

container transshipment business 161 

11. Table 11: Comparison of competing ports of 

Gwadar 162 

12. Table 12: Cost comparisons of ports 177 

13. Table 13: Competitive position of Gwadar 

port 179 

14. Table 14: Competitiveness of Gwadar port 

with other ports of the region 182 

15. Table 15: The potential investors at Gwadar 

port 184 

16. Table 16: The completion of the second 

phase of Gwadar through investors 186 

17. Table 17: Policies of Pakstan to attract 

investors 188 

18. Table 18: Oil and gas reserves of the five 

Central Asian States 221 

19. Table 19: Production of oil and gas of the 

Central Asian Countries. 222 

20. Table 20: Industrial development potentials 

and competitive advantage 244 

21. Table 21: Industry grouping at Gwadar 

 

245 



xix 
 

22. Table 22: Most significant facility needed at 

Gwadar port 274 

23. Table 24: Role of Gwadar port to trigger 

Pakistan’s economy 278 

24. Table 25:  Management of the Port 278 

25. Table 26: China’s interests in Gwadar port 332 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xx 
 

 
 LIST OF FIGURES  

 

 Title Page No 

1.  Figure 1: Modal split of international trade in 

goods 
26 

2. Figure 2: Different sectors as a percentage of 

total number of ships in the world  fleet 27 

3. Figure 3: Map of Pakistan-Sea ports and Dry 

ports 

38 

4. Figure 4: Gwadar port is needed to fill the 

national port traffic demand capacity shortfall 48 

5. Figure 5: Bar chart of primary data showing the 

Preference of Gwadar port to be used by 

Businessmen 54 

6. Figure 6: Bar chart of the primary data showing 

response to the long lasting political tensions 

and competition for scarce resources  as a base 

of instability in the region 112 

7. Figure 7: Bar chart of primary data showing 

response to the stability of the unipolar world 
114 

8. Figure 8: Bar chart of primary data showing 

response to the most important factor that is 

hindering Gwadar port from Becoming 

operational 116 

 



xxi 
 

9. Figure 9: Bar chart of the primary data showing 

response to Gwadar port as threat to India 118 

10. Figure 10: Bar chart of the primary data 

showing response of Iran to the fully 

operational Gwadar port 120 

11.  Figure 11: Bar chart of the primary data 

showing response to the effect of Pakistan’s 

role as energy corridor on the region 122 

12. Figure 12: Trends that can mostly affect the 

development of Gwadar 124 

13. Figure 13: Transshipment between feeder and 

mother vessels 129 

14. Figure 14: Map showing the shortest route from 

western China to Gwadar 135 

15. Figure 15: Picture of Gwadar port 137 

16.  Figure 16: Picture of Gwadar showing entrance 

to Gwadar Industrial State 139 

17. Figure 17: Map of Pakistan showing road 

connections 

142 

18. Figure 18: Turkmenistan -Afghanistan -

Pakistan Gas Pipeline (TAP) 144 

19. Figure 19: Iran pakistan pipeline (peace 

pipeline) 

146 

20. Figure 20: Iran-Pakistan gas pipe line 148 



xxii 
 

21. Figure 21: Map showing gas pipelines through 

Pakistan 

149 

22. Figure 22: Gwadar future city 150 

23. Map-Ports of the Indian Ocean 157 

24. Top Five container ports of the Indian Ocean 158 

25. Gwadar’s neighboring Ports 159 

26. Transshipment volumes around Gwadar 160 

27. Rout of the ship from red sea to Colombo 176 

28. Figure 28: Bar chart of primary data showing 

response to Competitiveness of Gwadar port  

with other ports of the region 
183 

29. Figure 29: bar chart of primary data showing 

response to the potential Investors at Gwadar 

port 185 

30. Figure 30: Bar chart of the primary data 

showing response to the completion of the 

second phase of Gwadar through investors 
187 

31.  Figure 31: Bar chart of primary data showing 

response to the Policies of Pakstan to attract 

investors 
189 

32. Figure 32: Costal map of Pakistan 201 

33. Figure 33:  World seaborne trade 1969-2009 213 



xxiii 
 

34. Figure 34: Past and forecast global container 

volumes 1980-2015 214 

35. Figure 35: World market energy use by fuel 

type 1990-2035 115 

36. Figure 36: Gas Pipe lines from Central Asian 

States to Gwadar 226 

37. Figure 37: National port traffic has grown 

strongly, especially in recent years 237 

38. Figure 38: Cargo traffic 239 

39. Figure 39: Port traffic forecast 240 

40. Figure 40: Contribution different sectors to the  

development to container traffic 241 

41. Figure 41: Industry grouping at Gwadar 246 

42. Figure 42: Regional steel fall 248 

43. Figure 43: Building material industrial linkages 254 

44. Figure44: Oil refining domestic demand 265 

45. Figure 45: Oil demand supply mismatch of 

Pakistan 

267 

46. Figure 46: Pakistan gas demand and supply 

imbalance 

270 

47. Figure 47: Bar chart of primary data showing 

response to the most significant facility needed 

at Gwadar port 
275 



xxiv 
 

48. Figure 48: Bar chart of primary data showing 

response to the most significant value addition 

industry to the port 
277 

49. Figure 49:  Management of the Port 280 

50. Figure 50: China’s growth in trade 290 

51. Figure 51: China energy consumption by type 293 

52. Figure 52: Top 10 oil importers 2008 295 

53. Figure 53: China’s oil production and 

consumption 1990-2010 296 

54. Figure 54: China’s crude oil imports 302 

55. Figure 55: Map- China’s oil reserves 303 

56. Figure 56: China’s gas production and 

consumption 
304 

57. Figure 57: China’s gas consumption by sector 305 

58. Figure 58: China’s coal production and 

consumption 

308 

59. Figure 58: Coal consumption in China by sector 309 

60. Figure 60: Carbon dioxide emission  from 

energy activities in China- 2004 310 

61. Figure 61: Map-oil shipping lanes, string of 

pearls 

315 



xxv 
 

62. Figure 62: Map- China’s current and 

prospective oil routs 

316 

63. Figure 63: China’s perspective oil routes 317 

64. Figure 64: Bar chart of primary data showing 

response to China’s Interests in Gwadar port 333 

 

 

 

 

 

 

 

 

 

 

 

  



xxvi 
 

List of Acronyms 

 

GDP   gross domestic product 

PPP   purchasing power parity 

Dwt deadweight, that is, the total weight of a fully loaded 

ship minus the weight of the ship itself 

TEU twenty foot equivalent unit 

SAPTA   South Asia preferential trading agreement 

SAFTA   South Asia free trade agreement 

ATTA   Afghan Transit Trade Agreement 

CARs   Central Asian Republics 

MoU   memorandum of understanding 

APTTA   Afghanistan Pakistan Transit Trade Agreement 

BOT   Built Operate Transfer 

BOO   Built Operate Own 

KPT   Karachi Port Trust 

EEZ   Exclusive Economic Zone 

TPY   Tones per year 

CAGR    Compounded Annual Growth Rate 

http://en.wikipedia.org/wiki/GDP
http://en.wikipedia.org/wiki/Purchasing_power_parity


xxvii 
 

GOP    Government of Pakistan 

FYP    five-year plan  

SME     small or medium-sized enterprise 

WHO    World Health Organization 

NOCs   National Oil Companies 

CSRC   China Securities Regulatory Commission 

SOEs   state owned enterprises 

SMEs   Small and medium-sized enterprises 

IPOs   initial public offerings 

CNPC   China National Petroleum Corporation 

Sinopec   China Petroleum and Chemical Corporation 

CNOOC  China National Offshore Oil Corporation  

SCO   Shanghai Cooperation Organization 

OGJ                            Oil and Gas Journal    

tcf   trillion cubic feet 

IEA   International Energy Annual 

NOCs   National oil companies 



 

1 

INTRODUCTION 

 

 

The economies of world are heavily depending on each other because of 

the globalization and enhancement in the ways of transportation. 

International trade is the key to economic growth now a days and 

openness to international trade can accelerate the growth of any country. 

Sea provides the cheapest and the most efficient mode of transportation 

and more than 90 percent of the global trade is routed through waters. 

Pakistan can offer itself as a gate way and hub of trade for the region 

because of its strategic and the geo-political situation in the region, 

Pakistan is a maritime nation having long coastal line of around 960 Km 

and to materialize its dream to become a hub of economic activities, 

Pakistan is constructing a deep sea port with the assistance of China at 

Gwadar, having close proximity to Persian Gulf, Middle East and to the 

international Sea Lanes of Communication. This port is meant to 

transform Pakistan into a vibrant hub of commercial activities among the 

energy rich Gulf and Central Asian states, Afghanistan, and China on one 

hand, and to provide the Pakistan Navy with strategic depth along its 

coastline as a naval base on the other. The port will also enable China to 

diversify its crude oil import routes and extend its presence in the Indian 

Ocean.  
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Pakistan is presently having two commercial ports, port of Karachi and 

port of Bin Qasim; both of the ports are working at their full capacity. 

With the increase in the national import/ export and regional demand of 

having an alternative port to import oil from middle East and Persian Gulf, 

Pakistan decided to construct a third sea port at Gwadar which is far away 

from Karachi and is out of danger of blockade by India in case of war as 

happened in 1971 when India blocked the Karachi port and Pakistan 

suffered economically. 

Achieving sustained economic growth is one of the biggest challenges 

faced by Pakistan. In addition, last decade witnessed that retarded 

economic growth, poverty and lack of economic opportunities are some of 

the most important reasons for growing frustration amongst the masses, 

which in some cases even translated to extremism and terrorism. Ports 

provide the link between the sea and land transports and are a great source 

of revenue generation. The most profound economic aspect of ports is 

their ability to act as a hub of economic activity in the surrounding region. 

In case of Pakistan, the emergence of Gwadar as a deep-sea port is 

extremely important because of its strategic location to attract the trade 

from Central Asian States and act as a major transshipment port. Another 

spin-off effect of Gwadar Port is the development of infrastructure in 

coastal areas and improvement in socio-economic condition of the people 

in the region. It is expected that on materialization, Gwadar port has the 

potential to revive the economy of Pakistan. 
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However, Pakistan is facing a lot of problems in materializing this project. 

The supporting projects are not in pace with the main project. The 

completion of the port project can not be succeeded in the absence of 

supporting infrastructure of land links, industrial zones, and city 

development.  Pakistan is surrounded by unstable geo strategic situation 

which is also an important factor affecting the port activities as good 

relations are not yet being established with the surrounding countries like 

India, Afghanistan and Iran. The unstable  domestic political situation of 

Pakistan is another factor and the problem further worsens by the 

participation of Pakistan in war against terrorism which is not only 

affecting Pakistan but the whole region and in turn the whole world. 

It was obvious from the very beginning that co-operation between China 

and Pakistan for the construction of Gwadar port will put pressures on 

those countries which are against China to become a regional economic 

power, specially India and the USA. These two countries are emphasizing 

on the strategic importance of Gwadar especially in the energy crises 

scenario and consider it a threat to their own interests. By looking at the 

regional situation one can see that India and Pakistan are facing security 

problems with each other and Iran is raising eye brows on Pakistan’s allay 

with USA. Afghanistan is an unstable state for many years and its 

situation for future to give way to Central Asian trade is still uncertain. 

Middle East and Persian Gulf regions are very important for USA because 

of their vast oil reserves and this is the reason that United States is 

maintaining a heavy military presence in the Middle East due to its 
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strategic interests. But the Global War on Terrorism (GWOT) has declined 

the American support for the Middle Eastern countries as the majority of 

the terrorists belonged to these countries according to American 

investigations
 1

. America may ask for a military base in the surroundings 

of Persian Gulf if it decides to pull out its forces from Middle East. In 

connection of this whole situation it is expected that United States may 

desire to have military basing rights at the Gwadar port. In the past, 

Islamabad had provided such facilities to America several times. This 

would put Pakistan in a very difficult situation as it will create problems 

for China, Pakistan’s time tested “an all weather friend”. 

The port project is at the initial stage and its success depends exclusively 

on policies of the government of Pakistan. It requires detailed economic 

planning and careful execution of foreign policy options. Other strategic 

compulsions and security concerns may complicate the emergence of 

Gwadar as a hub port.  An attempt is made in this thesis to identify areas 

that require the immediate attention of policy makers to translate the 

vision of Gwadar into accessible economic and political gains. 

Pakistan has to plan to come out of this difficult situation created by the 

participation in the war on terrorism, India-Pakistan’s conflicts, and 

Pakistan’s poor political situation. All these areas need careful political 

handling in such a way that they should not prevent Pakistan from 

                                                 
1
 Ammad Hassan , Pakistan’s Gwadar Port-Prospects of Economic Revival, Thesis 

submitted to Naval Post Graduate School,2005, California 
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achieving the potential political and economic benefits from a future 

Gwadar hub port.  

OBJECTIVES:  

1. To study the need for Gwadar port 

2. To study the economic potentials of Gwadar port as hub port 

3. To explore the geo-political importance of Gwadar port and the 

associated political problems blocking its economic gains 

JUSTIFICATION OF THE STUDY 

Located at the Arabian Sea Coast with vast, arid and extremely backward 

Makran Division of Balochistan as hinterland, Gwadar deep sea port, will 

not only enhance Pakistan's strategic importance in Southwest Asian 

region, but also usher in a new era of socio-economic development in 

Pakistan. Gwadar port appears to be a place of great strategic value, 

expected to give tremendous boost to Pakistan's importance in the whole 

region and to provide an opportunity to Pakistan to act as a trade and 

energy corridor for the region.  

The importance of such a mega project is being realized by many but there 

is lack of coherent, consistent academic work on the subject. Although 

information do exist in bits and pieces but a coherent work is required. 

The high speed growth in Asia and economic recovery in the western 

world are main factors contributing in energy demand. With such a strong 

demand from these two regions for energy and the reduction in the oil 

energy producing resources, the oil and gas reserves of Central Asia 
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became important.  Pakistan’s Gwadar port is the most economical and 

shortest route for Central Asian States to reach to the world’s energy 

markets. Therefore, it is expected that tremendous trade is going to flow 

through this port that will generate a lot of revenues for Pakistan. 

Much money is being invested in the construction of the first phase of 

Gwadar port. Land is being allocated to all the major projects, excellent 

planning is being chalked out but still the port is standing idle. It is very 

important to find out the reasons behind it as tremendous amount of 

revenue is waiting for Pakistan to earn through Gwadar port. It is hoped 

that the study will create interest among numerous stakeholders and 

provide a better understanding of the key issues related to Gwadar port. It 

is also hoped that transport planners, policy makers, government officials, 

donors, the private sector, and the civil society will find it useful. Finally, 

the study will help in some way in facilitating transport cooperation 

among the Central Asian countries, Afghanistan, Pakistan and Xinjiang to 

achieve sustainable and economic development in the region. 

THEORETICAL FRAMEWORK 

The study emphasizes on the economic potentials of Gwadar port and how 

the materialization of this project would play pivotal role in triggering the 

economy of Pakistan by channeling trade of various countries especially 

China. Amongst many factors, one of the important factors, on which the 

success of Gwadar port relies, is the domestic political stability of Pakistan 

in general and the province of Balochistan in particular. Since this subject 
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requires exclusive and comprehensive handling, it would not be tackled in 

this thesis in great detail; however sufficient background is provided to 

understand the underlying concept. The concept of a hub port and its 

economic impacts on the surrounding region is elaborated to ascertain the 

potentials of Gwadar port. An optimistic and favorable geopolitical 

environment is one of the essential ingredients for the success of Gwadar 

port as hub port. Theoretical tools are therefore applied in the thesis to 

scrutinize the prospects of Gwadar as a hub port, arguing its geopolitical 

environment, its technical aspects and how it would channel Chinese trade 

yielding benefits to the economy of Pakistan.  

A hub port acts as a single collection point for all the trades in the 

surrounding region. There is direct relationship between trade and income 

of the nation. Big economies have greater size sea-borne trade. Increase in 

trade adds to the GNP, which in turn creates more demand resulting in 

further boost to the international trade. The more cost efficient the 

country's hub port is, the greater would be the trade routed through it 

resulting in more benefits to the economy in the form of higher growth 

rate, increased employment and higher living standards. The thesis argues 

that Gwadar port is the most economical route of import and exports for 

China and Central Asia. 

The importance of the hub port like Gwadar can not be underestimated for 

another important reason that wealth and strength of the nations rely on 

access to sea. Gwadar provides a location extremely feasible for the huge 

consumer markets surrounding Pakistan. The Gwadar port has its 
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importance, on one hand, as an access route to the precious and scarce 

resource rich Central Asia and Middle East and, on the other, as a 

potential policing point for military presence in the region for China and 

U.S.A. Hence the research considers individual elements of Gwadar port 

to analyze its financial benefits to Pakistan.   

METHODOLOGY 

International trade has increased the importance of ports for a nation and 

has very positive impact on the economy; this situation is discussed to 

realize the fact that there is a strong need to have a third deep seaport in 

Pakistan. Increasing trends of globalization, Increasing demand of energy 

in China and south Asia and the benefits Pakistan can take from its very 

important geographical location to be a trade and energy corridor for 

China and the region, form the base of this thesis. To find out the financial 

potentials of Gwadar, it is compared with the other ports of the region like 

Dubai, Salalah, Chabahar , Shahid Rajai  and local ports, for 

transshipment, transit trade, infrastructure, facilities provided etc. Each of 

the port is discussed individually first and than the comparison of these 

ports is presented. The first phase of Gwadar port is completed in 2005 but 

it is not yet materialized, the problems related to the materialization of the 

port are disused in detail to find out solutions for it. The interests in the 

region surrounding Gwadar port by various regional players along with the 

super powers are discussed to find out the geo-strategic imperatives 

surrounding and affecting Gwadar port. The focus is on the identification 
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of these interests in terms of security or economic compulsions. This 

interrelation is then used to suggest policy guidelines for Islamabad. 

The national economy of Pakistan, its exports/imports, and its potentials to 

develop an industrial state at Gwadar to enhance the trade through the port 

is also discussed in order to find out the ability of Gwadar port to 

contribute to the National economy.  

It is assumed that Gwadar port is constructed specifically to attract trade 

and energy flows from Central Asian States, to open the western part of 

China to the world’s markets and to provide an alternative port to the 

region; all these elements are elaborated to find out the economic 

potentials of the port.  

China is the main supporter of this mega project. The increasing energy 

demand in china, its oil policies, and strategies for the development of its 

western part and its growing economy is discussed in order to find out the 

importance of Gwadar port for china and the expected Chinese trade flows 

through this port.  

In view of foregoing literature following hypotheses are devised to 

investigate: 

Hypothesis 1: There is a strong need for third port in Pakistan at a place 

near to the main sea routes 

 Hypothesis 2: The politico-economic self interests of the super power 

and countries surrounding Gwadar are hindering the port from being 

operational 

Hypothesis 3: Gwadar port can emerge as a hub port  
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Hypothesis 4: Gwadar port project is likely to contribute to the economic 

development of Pakistan in the area of trade.  

Hypothesis 5: China is investing in Gwadar port project with the aim to 

open Xinjiang to the world market and to use it for trade of energy.  

SAMPLE SIZE:  

In order to analyze the data from the viewpoint of those who are actually 

supposed to work on port and those who are policy makers, a sample of 

100 stakeholders has been chosen, out of which 50 were government 

officials and 50 were from business community. Among the business 

community, majority were those who are conducting their business on 

Karachi port and the government officials were mostly from port 

authorities. 

PROCEDURE 

To test the hypothesis both primary and secondary data are used. Each 

chapter is comprised of two parts. The first part is based on secondary data 

while the second part is based on the main findings from primary data.  

RESEARCH INSTRUMENT: 

 A self constructed questionnaire is used to collect primary data 

ANALYTICAL TECHNIQUES 

 The cross tab, chi square and tabulation techniques under the SPSS 

programme are used for the analysis of primary data. The cross tab and 

tabulation techniques are applied to show the responses in %age values 
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and than to show it in the form of bar charts to understand it easily. Chi 

square test is applied to find out the significance of the data. As the 

variables are of categorical type i.e. they are of qualitative characteristics, 

so chi-square is the most appropriate test in such a situation. 

ORGANIZATION OF THE STUDY 

The researcher considers individual elements of Gwadar port to analyze its 

financial benefits to Pakistan. For better understanding the research is 

divided into seven chapters including introduction and conclusions 

&recommendations. The segment of Introduction deals with the 

introduction of the study, its objectives, theoretical frame work, 

methodology, justification and organization of the study. Chapter 1 deals 

with the justification for the construction of a third port in Pakistan, 

emphasizing on the increasing demand for new ports in the light of 

increasing seaborne trade worldwide. The rapid growth of Asian 

economies, especially China, needs easy access to supply chains. Both 

Pakistan and China want to extract full benefits from the geographically 

important location of Gwadar. This chapter is exploring the role of ports in 

the economic growth of a country. The national economy of Pakistan and 

its future growth of export/import will justify the need for the construction 

of a third port. The hurdles in expanding the facilities at Karachi port and 

Port Qasim are also being focused as a blockade in the way of national 

economic growth and as one of the reasons for the construction of Gwadar 

port. 
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Chapter 2 explains the strategic and political importance of Gwadar port. 

Islamabad is very optimistic about Gwadar port because of its geo-

strategic position and hope that it will not only strengthen the economy of 

Pakistan but will change fate of this region.  However, there are a lot of 

problems in materialization of this project. Gwadar port project is greatly 

financed by China. It was quite cleared that co-operation between China 

and Pakistan for the construction of Gwadar port will put pressures on 

those countries which are against China to become a regional economic 

power, especially India and the USA. An attempt is made in this chapter to 

put light on the tensed strategic environment around Pakistan and to 

highlight the concerns of regional players and super power with Gwadar 

port project.  

Chapter 3 deals with the economic expectations of Gwadar port as Hub 

port. The revenue generating potentials of ports results in changing the 

role of ports as major driver in raising the economy of the country in the 

form of trade enhancement. In this chapter, the salient features of a hub 

port are discussed in detail. The potential economic activities of Gwadar 

port are estimated on the basis of economic activities of other hub ports in 

the surroundings because Gwadar port is not yet operational. Gwadar port 

is being compared with other regional ports like Dubai, Salalah, and 

Iranian Ports of Bandar Abbas and Chahbahar to draw parameters for its 

competitiveness. Gwadar port will not only compete for container traffic 

but has also the purpose of providing an exit to the energy resources of 

Central Asian States. Bandar Abbas and Chahbahar, The two Iranian 
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ports, are the strong competitors in this regard and these are analyzed to 

draw similar parameters. The ports of Pakistan, Karachi and Bin Qasim 

are also the competitors for domestic trade and these two are also 

discussed in the same context. 

Chapter 4 deals with the diversified benefits Pakistan can gain from 

Gwadar port starting with the economy of Pakistan. The role of the 

maritime sector is emphasized for the purpose of elaborating the role of 

Gwadar port in the enhancement of the economy of Pakistan. Port is not 

yet operational. There is no industry or any trade at the moment at 

Gwadar. The economic trade trends on the other regional ports in the 

surroundings are taken into considerations while estimating the expected 

trade volumes for Gwadar port. It is expected that maximum trade on 

Gwadar port will be from Xinjiang, Central Asian States and Afghanistan. 

The development of industrial state and businesses in adjoining areas can 

enhance the port activities and need appropriate policies to take maximum 

benefits of the port. Subsequent portions of this chapter shed light on this 

aspect of trade.  

Chapter 5 deals with the economic interests of China associated with 

Gwadar port. Special emphasis is given on the China’s oil policies and 

energy demand. This chapter is evaluating the Chinese interest in 

developing Gwadar port in many folds, starting from the growing 

Economy of China. Chinese policies to enhance its western region 

Xinjiang are discussed in detail to elaborate the importance of Gwadar 

port to open Xinjiang to the world market. China is not only investing in 
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the construction of Gwadar port but is also investing in many 

infrastructural projects related to Gwadar, its effects on Chinese trade are 

discussed in detail. As Gwadar port is not yet operational, the Chinese 

trade through Gwadar port is estimated by keeping in view the growing 

economy of China, its policies for Xinjiang, the uncertainty in Persian 

Gulf and the growing tendency towards regional co-operation in the field 

of trade and Chapter 7 is comprised of conclusions recommendations. 
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CHAPTER 1  

THE NEED FOR GWADAR PORT 

INTRODUCTION 

The importance of shipping in our lives can very easily be understood by 

looking at the variety of goods we use daily, which include necessities and 

luxuries of life, ranging from the very basic i.e. casual and formal wears to 

computer screen or electronics and to the energy that runs the huge 

vehicles and industries. We have all this in our life through world trade. 

Almost 90% of this trade is transported through sea
 2

. When comparing 

trade from 1996 to 2006, there is increase of 49% in seaborne trade, it 

reached to30 trillion ton-miles in 2006.
2
  

As a result of the rising economies of Asia and globalization & economic 

integration, the volume of trade in Indian Ocean has increased to a greater 

extent. With this increase in the sea trade the size of merchant ships has 

also increased greatly. This big size of ships put pressure on ports to 

physically accommodate huge vessels. This further put demand on the 

ports for the size of channels, berths and other features. It also further 

needs sufficient loading and unloading capacity because of ever increasing 

                                                 
2
 International Maritime Organization (IMO), http://www.imo.org/ 

http://www.imo.org/


 

16 

volume of cargo. The absence of all these facilities at ports can adversely 

affect trade.
3
 

Pakistan realized the need of an alternate port in 1971, right after the 

blockade of Karachi port by India, at a distance from Karachi port to stop 

any such blockade in future.
4
 Unfortunately Pakistan took twenty five 

years in implementing this idea of new port along the Makran coast at a 

safe distance from India
5
. The primary reason for taking such a long time 

was non-availability of funds.  Besides the Indian factor, the other major 

determinants of building Gwadar Port were the vast energy reserves of 

newly independent Central Asian States, overall economic revival of the 

country and the instability in the Gulf and the Middle East region (having 

60% of oil of the world) attracting the considerations of International 

Financial Institutions.
6
 The Ports Master Plan Studies of Asian 

Development Bank considered Gwadar as an alternate to the gulf ports for 

capturing the trans-shipment trade of the region and transit trade of the 

Central Asian States
7
. The risks to the international shipping through 

Straits of Hormuz, which channels forty per cent of oil to different parts of 

                                                 
3
 Meeting on Indian Ocean Maritime Security Issues Stimson Center & Gulf Research 

Center October 7 & 8, 2008 Dubai, United Arab Emirates 
4
 Aysha Siddiqa-Agha, “South Asia: Nuclear Navies?” The Bulletin of Atomic Scientists 

56, no. 5 (Septem 

ber/October 2002). 
5
 Amanullah Bashar, Gwadar — A new port in the offing ,magazine of Industry and 

Economy, july 9, 2009 
6
 Alok Bansal, Gwadar Port : Economic Panacea or A Red Herring, IPCS article No. 

2089,  8
t h

 A u g , 2 0 0 8  
7
 Gwadar: Historical Perspective”, Board of Investment, Government of Pakistan. 

www.boi.gov.pk  



 

17 

world,  was another reason for selecting Gwadar as a place for a new deep 

sea port.
8
 The other two Pakistani ports of Karachi and Bin Qasim were 

considered by the World Bank for such development but both of them 

were rejected primarily because of their isolation from major shipping 

routes, the limitation of draft for mother and large bulk oil carriers, and the 

comparative long turn-around time.
9
 Among other things, ports too must 

constantly adapt to meet ever-changing global trade demands, which 

include investing in their facilities, to enhance their ability to handle cargo 

more efficiently, and to be able to accommodate new cargo.
10

  

By understanding the need for a third port at Gwadar and its strategic and 

economic benefits to the nation the government of Pakistan made the 

development of Gwadar Port as one of the most important objectives in its 

Five-Year Plan (1993-4).
11

 

On 10 August 2001 Pakistan and China signed an agreement for the 

construction of Gwadar port. According to this agreement, the government 

of China was to provide US$198 million and the government of Pakistan 

US$50 million for the construction and development of Phase 1 of 

Gwadar port.
12

Though the first phase of the port was completed in March 

2005 through partial financial and technical assistance of China, but 

Pakistan’s President, General Pervez Musharraf and the Chinese 

                                                 
8
 ibid 

9
 ibid 

10
 Kurt Nagle, Healthy, Vibrant Seaports Support Economic Resurgence,  

11
 Pakistan Five year plan 1993-94 

12
Kashif Manzoor Qureshi  “Gwadar” the golden gateway & new great game , 

http://www.ibc-

club.com/files/resources/23_Gwadar%20The%20Golden%20Gateway.pdf 

http://www.ibc-club.com/files/resources/23_Gwadar%20The%20Golden%20Gateway.pdf
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Communications Minister, Li Shasheng formally inaugurated it on 20 

March 2007.
13

  

Pakistan has two main operating international deep-sea ports, Karachi port 

and Port Qasim. During the coming years, the capacity expansion 

programs of Karachi and Bin Qasim ports are unlikely to keep pace with 

the expected growth in demand, resulting in a need for a third port to fill 

the gap. Karachi port, in particular, has significant physical limitations and 

in the coming time, will not be able to grow at the same pace as the 

expected growth in the country’s demand for it. These limitations are 

mainly due to its adjacent location to the rapidly growing city. 

Despite having a large physical space for expansion, the possible rate of 

development of Port Qasim, positioned 40 km from the open seas, is 

hampered by its up-stream location, resulting in long turnaround times for 

visiting ships. This factor may not be a problem for cargoes that are linked 

to industries located near the port, but it carries cost disadvantage for 

cargoes that have origins and destinations elsewhere. 

Against this background, it was deemed timely to construct and inaugurate 

a third deep-sea port for Pakistan so as to insure that national development 

is not hampered by a lack of national port capacity in the future.  

This chapter is evaluating the increasing demand for new ports in the light 

of increasing seaborne trade worldwide. The rapid growth of Asian 

                                                 
13

 During the Chinese Prime Minister, Zhu Rongji’s visit to Pakistan in May 2001, among 

others agreements an agreement to develop Gwadar port was signed. The ground-

breaking ceremony of Gwadar deep-sea port was held on 22 March 2002 by President 

Pervez Musharrf and the Chinese Deputy Prime Minister, Wu Bangguo.  
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economies, especially China, needs easy access to supply chains. Gwadar 

port can play a role of a gateway for Central Asian states and Afghanistan 

through Arabian Sea, which will not only benefit these states but will also, 

help other countries interested in importing oil and gas from Central Asian 

states. In addition this chapter is exploring the role of ports in the 

economic growth of a country. The national economy of Pakistan and its 

future growth of export/import will justify the need for the construction of 

a third port. Both Pakistan and China want to extract full benefits from the 

geographically important location of Gwadar. 

MARITIME TRANSPORTATION, PORTS AND THE 

GLOBAL ECONOMY  

From the last fifty years main drivers of the global economy have been 

manufacturing, production and trade.
14

 From 1990 the increase in trade 

became different from increases in the past and this happened due to the 

trend of globalization. Previously trade patterns were used to be shaped by 

historical interaction, colonialism, and mining of natural resources.
15

 From 

1990’s onwards the free market approach greatly influenced trade policies 

resulting in a series of bilateral, regional, and multilateral free 

                                                 
14

 Dicken, P. 2003, Global Shift: Reshaping the Global Economic Map in the 21st 

Century,  4th edn, Sage Publications, London 
15

 Chase-Dunn, C., Kawano, Y. & Brewer, B.D. 2000, "Trade Globalization since 1795:  

Waves of Integration in the World-System", American Sociological Review, vol. 65, no. 

1, pp. 77-95. 
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trade agreements. Cheep transportation and communication also played its 

role in the increase of multinational manufacturing and production. 
16

  

The total trade volume and its transportation through ships have been 

increased during the last century with high speed. The Increase in 

industrialization and the object of liberal national economies gave birth to 

free trade and high growth to the demand for consumer products. 

Introduction to the new technologies in shipping industry also made it a 

very efficient and less expensive mode of transportation. For the forty 

years period form 1968 to 2008 the total seaborne trade increased to 

over 32 thousand billion tone-miles from just over 8 thousand billion tone-

miles.
17

 

For industrialization the future is very bright. With the increase in the 

world’s population, the demand for the goods and raw materials will be 

increased in the emerging economies. To fulfill this demand transportation 

through ships will be the best way as it is more safe, economical and 

efficient than transportation through roads and railways. The low cost and 

carbon friendly form of shipping have generated greater chances of world 

trade to be accelerated with high speed in future. The international trade of 

oil, gas and steel is greatly expected in future.
18

 The demand for shipping 
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 Feenstra, R.C. 1998, "Integration of Trade and Disintegration of Production in the 
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17
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18

 Shipping statistics and market review, Statistical publication ISL, volume 52, N0.12, 
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services are highly demanded by these commodities and they will explain 

the facilities required at ports in the coming days.
19

  

The introduction of containers thoroughly transformed the shipping 

industry. Through the use of containers, there is easy transfer of cargo 

between truck and ship without handling the product itself, less labor is 

needed for loading and unloading and goods can be securely transported 

minimizing the risk of damage and theft.
20

  

The ever-increasing demand of maritime transportation can be better 

understand from its ability of moving bulk of  cargos over long distances 

with low cost and safety. Its importance gained momentum with the 

increase in world trade. The development in maritime transportation 

technologies provides additional strength to move products to the long 

distances world wide. 

The history of shipping industry is as old as world trade. From16
th

 to 19
th

 

centuries the key player of long distance trade was gallon. In mid of 

nineteenth century the refinement of sailing technology led to fast clipper 

ships. This was the first time when in-wind maritime technology was 

introduced.
21

 Clipper ships were soon taken over by steamships which 

became the base for specialization of ship functions in the form of liners, 

battleships, cargo ships, tankers and containerships.
22

 Sea born 
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transportation and International trade are directly proportional to each 

other. The increase in one creates the demand for other and vice versa. 

The regular maritime routes provide the base for reliable and successful 

maritime transportation. These routes provide the guidance to the ships as 

these ships have to cover long distances to reach from one continent to the 

other. There are some roles of Maritime transportation which have its 

importance geographically by its physical characteristics, strategically by 

its control and commercially by its use. The geographical considerations 

are comparatively constant in nature but strategic and specifically 

commercial considerations are changing in nature.
23

 For example, the high 

industrialization in Pacific Asia accelerated the port activities along the 

Chinese coast and also generated high growth of world trade on the 

shipping routes of transpacific and trans-Indian lanes.
24

 

The global shipping networks, facilities at hub ports and excellent 

infrastructure provided the base for dynamic increase in international 

trade.
25

 Similarly, Changing transport practices and patterns, together with 

the ever increasing world trade, became the base for the stunning growth 

in port logistics services. 

The role of sea port is changing. This happened with the introduction of 

hub ports which connects the deep water sea ports with other smaller 

ports. The result is trans-shipment operations, multimodal transport and 
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door-to-door operations. Sea Port is a place that links national and 

international transport system.
26

 A container ship normally has a capacity 

of 2500-6500 TEU.
27

  (1 TEU = twenty foot equivalent unit, a container 

with a length of 20 feet.)  The container operations on the world top ports 

are increasing day by day. Main focus is on acquiring larger berths, 

cranes, yards, and gates. The terminals are dealing containers 24 hours 

even on weekends generating high volumes of business.
28

  Significant 

dredging projects have been completed with accelerated speed to 

accommodate high container traffic. The size of berths has also grown to a 

greater extend to facilitate the loading and unloading of larger ships. 

Cranes have grown in size along with improved productivities. 

To capture consumer markets and move finished products from one 

continent to another, the global production is highly dependent on 

maritime transportation. Containerized shipping has contributed a lot in 

the establishment of global supply chains. Container shipping has made 

the port industry more fertile by utilizing the principle of economies of 

scale.
29
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The majority of top economies world wide are earning over 10% of their 

national income from sea-borne trade.
30

 More than 90 percent of 

international trade is sea-borne
31

. Air, road and railway transportation can 

not compete with the maritime transportation although the roles of air and 

road are increasing. Maritime transportation is still the major 

transportation for trade flows world wide.  

According to the United Nations Conference on Trade and Development 

(UNCTAD) the global trade is increasing with high speed than the global 

GDP (world’s Gross Domestic Product). The global trade increased by 

5.5%, almost 2 % higher than the growth of the (GDP) for the year 2007. 

Almost 4.8 % of international sea borne trade is increased by the newly 

emerging, developing and transition economies in 2007. The demand for 

shipping industry and its services increased to 32,932 billion ton-miles 

with the economic and trade expansion of 4.7%. World container traffic 

increased to 485 million TEUs, i.e an estimated 11.7% in 2007 where total 

world merchant fleet had increased by 7.2% in 2008.The world’s merchant 

fleet was never being so large. 10,053 ships were booked for new vessels 

in 2008 with a total capacity of 495 million dwt.
32

 

Many types of ships and different arrangements are used to ship different 

commodities. Raw materials like iron ore, coal and foodstuffs are 
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transported through Bulk Carriers, which are termed as work horses of the 

fleet. Bulk careers are increasing in its size day by day. For example the 

largest bulk carrier has the ability to transport as much grain as is required 

to feed almost forty lacks people for 30 days. Petroleum products, crude 

oil and chemicals are transported through tankers. The largest tankers can 

carry over three hundred thousand tones of oil, sufficient to heat a city for 

12 months. Among other ships are car carriers, gas carriers, heavy lift 

vessels and ships supporting the offshore oil industry.  There are also a 

large number of smaller general cargo ships which perform short journey 

and transport passengers, cars and commercial vehicles. More recently, 

luxury cruise ships are also gaining popularity.
33
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Source: UNCTAD calculations, excluding intra-European Union trade. 

Figure below shoes that dry bulk shipping has acquired more importance 

which is used to ship those products which are transported in large bulks 

and are non perishable and do not want special arrangements for 

protection. Perishable goods are shipped with the arrangements of cold 

storage. In 2006 the total dry bulk shipments were around 3 billion tons, 

while all other along with containerized dry cargo was less than 2 billion 

tons. Commodities like, cement, scrap, fertilizer, bauxite/alumina, sugar, 

phosphate rock, coke and pig iron are transported through dry bulk ships.  

Dry bulk cargoes are shipped in vessels of varying sizes, usually divided 

into Handysize (10,000–40,000 dwt (deadweight, that is, the total weight 
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of a fully loaded ship minus the weight of the ship itself), Handymax 

(40,000–60,000 dwt), Panamax (60,000–100,000 dwt) and Capesize (over 

100,000 dwt).Among these the Capesize ships are the fastest-growing fleet 

element and account for more than a third of the total.
34

 

Figure 2:                                              

 

While exchange in land and sea is a regular feature of trade, seaport is a 

connection between land and sea.
35

So with the passage of time regular and 

significant enhancement is occurring on sea ports. Initially ports were only 
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the places connecting sea and land. They remained isolated from trade 

activities and had very little interaction with surrounding arias.
36

 But now 

ports are the centers of economic activities performing the functions of 

transport, industrial and commercial hubs. Ports have changed the pattern 

of international trade by providing logistic networks along with 

transportation activities.  There was a closer relationship between the 

ports, their transport and trade partners and between ports and surrounding 

municipalities. Global containerization gave birth to the new concepts of 

ports
37

. They become the important nodes in the very complicated network 

of international trade and its production and distribution system.
38

  

 Ports work on the following lines: 

•Handling of cargo and passengers. It provides areas for loading and 

unloading of Cargo or passengers  

•Providing shelter and safety to ships in case of heavy seas and storm 

conditions. 

• Supporting services for ships like storing facility, bunkering, and ship 

repair and so on. 

• Provision of place for industrial development. This is basically for the 

promotion and facilitation of trade flows through ports.
39
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Ports also became the great source of revenues for nations. Ports can earn 

through three sources by toll on ships, through dues on goods, and by 

charging importers or exporters or ships for rendering services to them.
40

 

The most common basis for port charges on ships is net tonnage. The 

nature of import or export changes the charges on goods. For promotion of 

trade, sometimes, charges are exempt on exports. The length of journey 

and value of goods per unit weight can also affect the charges.
41

 The 

recent development of ports include the activity of setting up industrial 

states, free economic zones and export processing zones to  stimulate 

economic activities at the port areas. These activities along with others 

made ports a major part of the supply and demand chain of heavy and light 

industries. Ports are sources of raw materials for industry on one side 

(demand) and existence of primary processing industries around the ports 

are sources for the further processing and manufacturing on the other side 

(supply). 

The formation of industrial state in and around the port areas is also 

important because of the fact that it is very uneconomical to transport low 

value raw material from far distances of land, at the same time it can 

provide the place for best utilization of natural resources around the port 

area. 

The map of the earth shows confounding amount of coastline, but all is not 

suitable for the operation of ports. Very limited areas can be utilized for 
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the construction and operation of ports. If we compare the goods handling 

on the terminals of ports, it can easily be found that the goods/luggage 

handling on the terminals of sea ports is more than other types of terminals 

combined. The infrastructure of ports should be able to facilitate and 

accommodate the transshipment activities both nationally and 

internationally.
42

 By looking at the operational characteristics of sea 

transport, geographical location is the main point of consideration for 

ports operations. Previously majority of ports emerged on the places 

where majority of harbors were enjoying the coastal areas. The situation is 

different now a days because of the new technology of shipping and 

urbanization of coastal lines. Ports are not only the centers of economic 

activities but became income generation points for nations. They have 

become precious and exceptional resources for countries having them. 

Maritime transportation works on the principle of economies of scale as 

the larger the ship, the lower will be the cost per unit transported.
43

This 

principle provided the base for bulk cargo and containerization. The 

advantage of these ships goes to the shippers as they use larger containers 

and minimize the cost per TEU transported. For port terminal handlers this 

principle put extra ordinary pressure as they have to provide infrastructure 

to handle larger ships. So, the principle of economy of scale is bringing 

forward a contradiction as by maximizing the economies of scale to 
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maritime shipping, will minimize the number of ports able to handle these 

larger ships 

The importance of ports is shifting from North American (e.g. New York) 

and Western European (e.g. Rotterdam) to ports along Tokyo – Singapore 

corridor. This is because of the introduction of Containerization, which 

has completely changed the world’s commercial geography.
44

 These new 

commercial locations indicate that traffic will be concentrated on the ports 

where  high level of  facilities are available to handle larger ships,
45

  like 

ports on the Pacific Ocean. With the emergence of export oriented 

economic development strategies, The Chinese ports got importance as 

these are super in containers handling. A new geography of container 

ships is arising with the new concept of ports acting as hub port and as 

gateway ports. Gateway ports are those ports which have an easy access to 

the large manufacturing or market areas. For example, ports of Hong 

Kong, Los Angeles and Rotterdam. Hub ports perform an intermediate 

role, here big ships come and goods are transshipped to the other regions 

of the world. The most prominent examples are Singapore and Dubai. The 

Government of Pakistan is planning to offer Gwadar port as both Gateway 

and Hub port to the region. 
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SEABORNE TRADE IN ASIA 

“While the seaborne trade has touched the 7.4 billion tone figure, it is the 

Asian trade, especially in and out of China, that has witnessed a rapid 

growth in the last three years,”said 'Anil Devli, executive director of 

Shreyas Shipping and Logistics Ltd, in a seminar on “Solving the 

Manning Crisis in the Maritime Industry”, held in Mumbai on 2/4/2008.
46

 

The centre of maritime gravity is moving to Asia these days. Asia is 

sharing World Sea borne trade with a high percentage which is increasing 

day by day. Asian seaborne trade has increased from 31% in 1996 to 39% 

in 2006.
47

 Out of top twenty ports; thirteen are situated in Asia, which 

handles about 36% of the world’s containers traffic
 48

. Asia is sharing 

about 90% of the world market share by having three of the world’s 

largest shipbuilding nations. 

The multinational companies are putting greater emphasis on Asian 

countries as they are showing greater growth in trade than other parts of 

the world. Those countries are chosen as production sites by multinational 

which can offer greater efficiency, high level of reliability, low labor cost 

and short fright transit time.
49

  Developing economies in Asia have 

emerged as major manufacturing exporters. Due to availability of cheep 

labor and political stability the multinational Companies have located 
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factories in Asia. China is the center of such relocation in the Asian 

region. Some other Asian countries like Vietnam, Indonesia, Malaysia, 

and Thailand have also benefited. The shifting of manufacturing units to 

Asia was accompanied by technological improvements in maritime 

transportation. The most important concern of multinational companies 

has become a coordinated global supply chain. Distance still plays an 

important role in shaping global economy. Smooth approach to suppliers 

and final assemblers is critical for multinational companies. Because of 

the short distance between the participants of supply chains - keeping the 

transit time low and leading to low inventory and lower transportation 

cost- the multinational companies are locating manufacturing plants in 

Asia. 

External trade supply chains are incomplete without ports. The low cost 

and efficiency of ports lead them in competition with other ways of 

transportation directly.
50

 The ports of South Asia provide reasonable 

services. They are having deeper drafts which help in reducing shipping 

costs by providing the facility to handle larger ships and to accommodate 

the expected increase in vessel size. Trade competitiveness would be 

strengthened by reducing port costs and port charges on both vessels and 

cargo.
51

 

                                                 
50

 Prabir De, Abdur Rob Khan, Sachin Chaturvedi, Transit and Trade Barriers in Eastern 

South Asia:: A Review of the Transit Regime and Performance of Strategic Border-

Crossings, Asia-Pacific Research and Training Network on Trade ,Working Paper Series, 

No. 56, June 2008 
51

 Council for Security Cooperation in the Asia-Pacific Memorandum 8 – The weakest 

link? Seaborne trade and the maritime regime in the Asia Pacific A Memorandum from 



 

34 

South Asia is receiving growing attention for its successful integration in 

the world economy recently.
52

 In July 2006, the preferential trading 

agreement (SAPTA) of South Asia has been successfully converted into a 

free trade agreement (SAFTA).
53

 South Asian countries expect that 

SAFTA will play a very important role in improving regional integration. 

As regional transit trade is very limited, this factor is prohibiting South 

Asia from achieving its full potential in getting regional integration.
54

 The 

free transit agreements on the regional basis will make able SAFTA to 

integrate the whole region of South Asia and than will provide an 

opportunity to integrate effectively with the whole world which will fuel 

the process of globalization. Gwadar port, in this context, would help 

increase the regional transit trade. 

The aforementioned persistent increase in the volumes of sea-borne trade 

would, beyond certain point, dictate extraordinary measures to be taken by 

the respective governments in the form of extending existing port facilities 

initially and building new ports later when the saturation point of existing 

port facility is reached. To cope with this demand the world port 

authorities are alert and are working on expansion of existing port 

facilities or by addition of new facilities.  The tremendous trade generated 

by China, South Asia and the Middle East put demand for new  ports in 

                                                                                                                         
CSCAP prepared with the support of members of the Pacific Economic Cooperation 

Council (PECC) network 
52

 ibid 
53

 Countries in South Asia are planning to enhance intra-regional trade from 5 percent to 

12 percent 

within next five years due to SAFTA (Government of India, 2006). 
54

 Stephen J. Meyrick, Developments in Asian Maritime Trade, Policy Paper 33 



 

35 

the region of South Asia in the current situation. As no new ports are 

being built in this region, Gwadar Port can cash in on this opportunity by 

attracting large trade volumes, resulting in becoming an instrument of 

socioeconomic prosperity for the country.  Realizing the importance of 

trade, south Asia is focusing on trade with the world and for that it is 

dependent on sea transportation because of having long coastal lines. 

Statistics show that Air Cargo cost more and transport low volumes as 

against Sea Cargo which carries huge volumes at nominal costs. Air Cargo 

is feasible only for high value exports such as precious stones and jewelry 

or may be for perishables goods, but is in no way suitable for heavy bulks 

or container trade.  

Total cargo traffic in the world’s largest ports – including bulk, break bulk 

and container traffic- grew by 6.5% on average between 2005 and 2007 

but in Asia the growth rates climbed to 7.3% in South East Asia and 9.0% 

in North East Asia, the later driven by China’s remarkable growth.
55

 

Container traffic to/from South Asia has been growing very rapidly since 

last five years. For example it grew by more than 11 percent, 15 percent 

and 13 percent in the cases of Bangladesh, India and Pakistan 

respectively.
56

 Container flows to continental South Asia now total 6.7 

million TEU.  
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Table 1: Total Cargo Traffic and Container Traffic by Port Regions 

1990-2007 

Port Region No. of 

ports 

Total cargo traffic 

Average yearly growth In % 

 

95-00       00-05       05-07 

Container traffic in TEU 

% share of total TEU traffic 

 

          1995             2007 

Container traffic in TEU 

growth In % 

 

90-95   95-00  00-07 

America 76 2.9         3.8               4.9           21.4          16.6 8.2      7.7        7.0 

Asia 65 3.2         7.9              8.6           51.9          59.6 10.3    11.7      13.2 

Europe 89 3.0         3.0               4.0           22.6          20.4 10.3    11.7      13.2 

Other regions 41 4.3         4.1               5.8             4.1           3.5 8.3       8.2       10.5 

World 271 3.2         5.5                6.5           100.0        100.0 9.8       9.9       11.4 

Source: ISL Port Data Base 2008 

PAKISTANI PORTS AND SEABORNE TRADE 

Pakistan’s Sea borne international trade reached to 95% of its total trade
57

. 

According to Mr. Ahmad Hayat, Chairman Karachi Port Trust (KPT), 

“Pakistan’s sea borne trade is increasing 10% every year and it was 53 

million tones for the financial year 2005-6. Pakistan’s Container volume 

grew to 1.75 million TEUs (20 per cent increase) during the 2005-6.  

Karachi and Port Qasim jointly handle more than 1 million TEUs”. 
58

 

There are nine dry ports in Pakistan for dealing the container traffic. These 

dry ports are located at: Lahore, Faisalabad, Sialkot, Multan, Rawalpindi, 

Peshawar, Hyderabad, Quetta and Sust. 

The sea borne trade of Pakistan is transported presently through two 

commercial ports, port of Karachi and Bin Qasim port, On the Arabian 

Sea these ports are fulfilling Pakistan’s import/export requirements. 
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Pakistan’s exports/imports are increasing day by day. In the year 2000 

Pakistan imports/exports through sea was 42 million tons. It is expected 

that in 2015 the Pakistan’s seaborne trade will increase to 78 million 

tons.
59

 Both ports of Pakistan are working at their full capacity and are not 

able to meet the future demands. Pakistan has a very long coastal line with 

the grace of God. It is about 1046 km on the Arabian Sea starting from 

Indian border on one hand to the Persian Gulf on the other.
60

  

Unfortunately Pakistan got only one functional port at the time of 

independence, on its western half i.e Port of Karachi. The port was 

performing two functions. To handle the entire sea borne cargo of the 

country and to act as transit point for land locked Afghanistan. Soon the 

need for another port was felt to take over some burden of the port of 

Karachi with the increase in the sea borne trade. In 1970s The Pakistan 

steel mill was established and that pressurized the need for a new port to 

transport its products internationally and finally in1970s
61

 construction of 

a second seaport, Muhammad Bin Qasim, was started. It was  mid of 1990 

when port Qasim was opened for shipping and handling of ships. There is 

need of a third port to complement and reduce dependency on Karachi and 

Port Qasim. 
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Figure 3: Map of Pakistan showing sea ports and dry ports 

 

 

There will be a positive impact on the national economic development 

with the operation of Gwadar Port. The emerging trend of larger ships 

with deeper drifts put call for the provision of deep sea ports and shorter 

turnaround times. Neither of the existing ports of Pakistan fulfills this 

facility.  Gwadar port will ease the congestion problem as both the 
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Karachi and Qasim ports are working at full capacity and will be soon 

saturated to handle the increasing cargos. 

Port of Karachi 

Karachi port has the leading position in Pakistani ports till now, currently 

handling 65% of the national cargo volumes. Liquid bulk represents 39% 

of the total cargo flow whereas containers represent about 22%. It is 

operating at close to full capacity. Cargo handling facilities are dilapidated 

and growth of container traffic has stagnated in the last three 

years.
62

Karachi port has 11 km long approach channel, which can deal 

safely up to 75,000 deadweight tons (dwt) general cargo ships, tankers, 

large container vessels, and bulk carriers. This is the busiest port of 

Pakistan and is called the economic engine of the country. By having 30 

dry cargo berths, which include 2 container terminals and 3 liquid cargo-

handling berths, it is handling 80% of the country’s container traffic. 

Karachi International Container Terminal was constructed on build 

operate transfer (BOT) basis, between the Karachi Port Trust and Premier 

Mercantile Services Private Ltd under 21 year implementation agreement 

.
63

 It is handling around 300,000 TEU containers per annum and is being 

operated by Hutchison Port Holdings. It is recently being completed to 

                                                 
62

Port facilities of Pakistan, World bank report 2005, 

http://docs.google.com/viewer?a=v&q=cache:Eosom7RVRM0J:siteresources.worldbank.

org/PAKISTANEXTN/Resources/293051-1114424648263/Session-VII-Fazal-Ur-

Rehman.pdf+world+bank+report+on+karachi+ports+2005&hl=en&gl=pk&sig=AHIEtb

QBSvd6RRf8EoU861vISCohB0EaWA 
63

 International Finance corporation, Environmental Review Summary, 

http://ifcln101.worldbank.org/IFCExt/spiwebsite1.nsf/2bc34f011b50ff6e85256a550073ff

1c/c5a9a62e7a1c9 

21b85256c4f006e2c79?OpenDocument 



 

40 

handle up to 350,000 TEU containers per annum. Karachi port is 

providing jobs to a lot of people.  

Port of Bin Qasim: 

This is the second port of Pakistan which was constructed in the late 

1970's after realizing the load at Karachi port. Its name is derived from the 

name of Muslim general Muhammad bin Qasim who captured the area 

around 712 CE. The port is located in an old channel of the Indus River, 

near Pakistan Steel Mills complex. 

Port Qasim is handling17 million tons per annum of national cargo, i.e 

about 35%. It is at a distance of 35 kilometers east from Karachi. It covers 

an area of 1,000 acres and is having an adjacent 11,000-acre industrial 

estate. It can handle up to75, 000 DWT safely.  Geographically it is in 

close proximity to major shipping routes as compare to Karachi. It is in 

close connection to Pakistan’s main air, railway and road transport 

facilities. It has a distance of fifteen kilometers from the Pakistan National 

Highway, fourteen kilometers from the National Railway network and 

twenty two kilometers from the Quaid-e-Azam International Airport. It 

has four terminals with nine berths. Multipurpose Terminal, Qasim 

International Container Terminal, Engro Vopak Chemical Terminal and 

Fotco Oil Terminal. There is still potential for fore more berths for Iron 

Ore and Coal for Pakistan Steel Mills. 
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Port Qasim mainly serves as a local export/Import Port. It is ranked as 

146
th

 in global ranking of container ports.
64

 Port Qasim is Pakistan’s first 

industrial and multi-purpose deep-sea port.  

MAJOR PORT ISSUES IN PAKISTAN 

Congestion: Both of the ports are facing the congestion problem. 

Congestion at berths can create problems for ships and slow down their 

efficiency. Ships have to either wait for berths or to slow down their speed 

to reach to the destiny slowly in order to match the berth availability. 

Congestion reduces productivity. On Pakistani terminals, berths are not 

congested but the yards are. The fully occupied yards by containers limit 

the speed of ship handling. The present pace of planning and construction 

of new terminals is not commensurate with the growth forecasts of 15% - 

16% annually. Overall capacity of the ports, for the time being, might be 

sufficient, but their locations might not be the most favorable for the 

containers/shipping lines. This is a fact that Pakistan is facing difficulty in 

providing facilities for cargo handling on the existing ports, only 

immediate completion and materialization of Gwadar port will address all 

the aforementioned problems. 

Long stay times of containers:  Containers have to stay for long time at 

ports because of the congestion on terminals. Karachi port had succeeded 

to some extent in minimizing the dwell time. It was 14 days in 1996 but it 
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reduced to 10 days in 2002 and again to 3 to 5 days in 2009.
65

 The longer 

dwell time affects the port operations as it reduces competitiveness and 

lengthens supply chains 

 Awkward and long customs’ procedures:  Custom procedures were a 

major cause of delay previously at Pakistani ports but the recent and 

continuous reforms in this field have overcome this difficulty. Customs 

clearance time has been reduced to a greater extent and now it is not the 

main cause of delay, although it has not reduced its significance. 

Introduction of green channel procedures has further added in the 

reduction of clearance times. At Pakistani ports custom clearance takes a 

single day now a days. 
66

 

Little direct container delivery: Because of the congestion in stacking 

yards at Pakistani ports, there are still delays in clearing the ships, despite 

of the existence of green customs channels, because they have to move to 

the yards before custom clearance. While developing Gwadar as a hub 

port, special attention is given to such problems. 

Limited inland transport capacity: The terminal performance can 

greatly be affected by inland transport system if it is not well established. 

It can result in lengthy detention of containers. Inadequate rail and road 

capacities can cause delays in terminal performance. Cargo bonding is 

required between ship and road transports in the absence of such bonding 
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containers needs to be cleared at sea ports instead of dry ports.  The 

absence of good road transport system limits the use of tractor-trailer units 

resulting in moving the material of containers in the form of loose cargo 

after clearing it at the sea port. In case of Karachi port goods are to be 

travelled through city public roads which are not designed for heavy 

trucks thus leading to poor conditions. 

The construction of Gwadar port is accompanied by a complete road and 

rail network through out the country and government is planning to extend 

the road network to the neighboring countries too.  

Costly physical expansion: Karachi Port’s location is right in the centre 

of Karachi city where land is both limited and very expensive for physical 

expansion of the port. The proposed new container terminal requires 

additional road connectivity improvements costing Rs. 277-363 millions.
67

  

Container Handling Charges: Handling charges are different at different 

ports around the globe. Charges in Pakistan are average or slightly above. 

Charges at Pakistan’s terminals are higher as compare to India because of 

the two terminal handling charges (THC), by the shipping line and by 

terminal.
68

 Karachi port charges are even higher due to Karachi Dock 

Labor Board levies and wharf age payments. Gwadar is declared as tax 

free zone and special concessions are being offered to Afghanistan and 

Central Asian States. 
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The rate of future expansion in capacity of Karachi and Port Qasim is 

unlikely to keep pace with the growth in demand. Gwadar Port and even a 

forth port would be needed to fill the gap. 

RISING TRENDS IN IMPORT/ EXPORT OF PAKISTAN 

The estimated figure of Karachi and Bin Qasim ports is 42 million metric 

tons per annum collectively,
69

 which is hardly sufficient to deal with the 

current trade volume, but will not be able to handle the projected increase 

in the volume of sea borne trade of Pakistan in near future efficiently
 70

. In 

the booming economies of Asia, higher traffic of containerized cargo is 

expected than the rest of the world which is estimated at around 14 per 

cent annual growth. However, Pakistan is showing growth at 18 per cent
71

. 

The expert’s opinion is that this high growth in container traffic 

pressurizes correction and necessary measures in advance to provide the 

facility of quick dealing of containerized cargo at country’s port terminals. 

Both the ports of Pakistan are working at their full capacity and are facing 

a lot of problems like congestion due to draft limitation on vessels, non 

sufficient berth capacity, congestion in yards and shortage of unloading 

infrastructure. The performance of port Qasim is limited to day light only 
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because of the restriction on night navigation for large ships.
72

These 

problems can only be solved by following a two-way policy, i.e, enlarging 

the existing facilities on ports and construction of new and modern 

container terminals. In this way Pakistan will be able to cope with the 

external trade which has increased to $45 billion from $ 20 billion five 

years back.
73

 

Islamabad always dreamt to attract the Central Asian trade by providing 

sea access to these land locked states and take full advantage of its 

geographical location strategically and economically. Although Pakistan is 

yet politically less stable, which is one of hurdles of capturing trade of 

newly emergent Central Asian states, but the inadequate infrastructure of 

Karachi port is also not facilitating such activity. In developing Gwadar 

port this dream remains the driving force and Pakistan expects that it will 

act as a hub for these nations. 

From 2000 to 2008, Pakistan entered into a period of improved economic 

performance. The efforts of the government of Pakistan to change the 

economic environment in the country (e.g. privatization of several state 

industries, deregulation, facilitation of capital flow, reforms of the 

financial system etc) have shown impressive results. Economic growth has 

accelerated, primarily driven by strong domestic demand, record private 

sector credit, increased remittances, augmented government spending, 
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lower taxes, wage increases, a massive influx of international aid and a 

rapid and managed reduction in its relative levels of foreign debts.  

The economic room created by excellent  economic policies and 

implementations, as well as  financial  international assistance made the 

Government of Pakistan to raise the level of development expenditure 

from Rs.100 billion annually in1999-2000 to Rs.525 billion in the year 

2007-08, approximately five fold.
74

 This economic development became 

the base for the completion of mega projects like Gwadar Deep Sea Port, 

Makran Coastal Highway, Peshawar – Islamabad Motorway, Karachi 

Northern By Pass, Mirani Dam, Lining of water courses and Raising of 

Mangla Dam. Some other mega projects are near to completion and will 

help further in the economic development of Pakistan.
75

 

Looking at 18% growth rate of sea borne trade of Pakistan, and if it 

continues after 2010, it is cleared that  by 2014-15 total container 

movement at Pakistani terminals will be  around 4.278 millions and by 

1019-20 it will be around 6.286 millions .
76

 Karachi port terminals, 

according to this calculation, are supposed to deal 2.899 millions 

containers by 1014-15 and 4.260 millions TEUs by 2019-20.
77

Pakistan’s 

existing ports will not be able to handle this cargo traffic due to expansion 

constraints. 
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Arthur D Little
78

 analysis on the National Traffic Demand-Capacity 

shortfall in the figure below shows that  

 National port demand grows on an annual growth rate ranging 

from 1-5 in year 1 to 7.5 % in year 15 

 Karachi port capacity increases by 5 mio tons at year 3 due to new 

container terminal 

 Port Qasim capacity increases by 10 million tons at year 4 due to 

new liquid cargo/  LPG terminals 

 Karachi port and Port Qasim capacities increases by 5 millions 

tons at year 10. 

 Projected shortfall of around 50 millions tons at year 15, that either 

be met with more capacity increases or through the construction of 

a new port. 

Due to its close proximity to the Strait of Hormuz, Gwadar has been long 

identified as a strategic location for the development of a Port. However 

the recent surge in trading demand has made the building of new Port on 

this strategic location as an indispensable top priority agenda item on the 

minds of Pakistani politicians and stakeholders 
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Figure 4: Gwadar port is needed to fill the  national port traffic demand – capacity 

shortfall 
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Source: Gwadar Master Plan chapter 4 p 44 

 

It was in 2002, when Phase-I of the project was started in collaboration 

with the Chinese government. Phase-II is however currently in the 

development stage. The port has been constructed to act as a stimulus for 

the socioeconomic development of Pakistan. Given its strategic location, it 

is also anticipated to be a potential transshipment hub. If the project is well 

executed, it could revive the national economy.  

Some of the examples of the ports, having comparable economic 

environment, created from scratch and turned out to be successful are 

as under: 

 Karachi port 

  

                   Port Qasim 

 

 

National port     

Traffic 

 National port demand grows at 

an annual growth rate ranging 

from 10% in Year 1 to 7.5% in 

Year 15. 

 Karachi port capacity increases 

by 5 mio tons at year 3 due to 

new container terminal. 

 Port Qasim capacity increases by 

10 mio tons at year 4 due to new 

liquid cargo/ LPG terminals. 

 Thereafter, Karachi port and port 

Qasim capacities increases by 5 

mio tons every 3 yrs and 10 mio 

tons at year 10. 

 Projected shortfall of about 50 

mio tons at year 15 that must 

either be met through more rapid 

capacity increases or a third port. 
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Port of lean Chabang: In Thailand in 1991 a new port was constructed 

to: 

 Reduce the congestion problems of Bangkok port 

 Overcome the draft constraint of Bangkok port (which is a river 

harbor) 

 Part of development plan to create a new industrial cluster of 

export oriented industries base away from Bangkok
79

 

Port Tanjung pelapas: In Malaysia in 1999 a new port was constructed: 

 As a part of government’s strategy to combat the Malaysian 

container traffic “leaks” through Singapore (estimated at 67% of 

total traffic) 

 To over come overcrowding in Johar port 

 To capture the booming worldwide container transshipment trade
80

 

Port of Gwangyang: South Korea also constructed a new port in 1997: 

 As a part of government strategy to transform Korea into a 

business hub of Northeast Asia. 

 To ensure implementation of its strategy of development of the 

Korean Free Trade Zones in Lincheon, Busan and Gwangyang 

 To develop Gwagyang into a maritime transportation center
81
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The aforementioned Ports, having more or less similar socioeconomic 

settings just like Gwadar port justifies construction of another port in 

Pakistan also. Besides this, another important reason for the construction 

of Gwadar port is its distance from India. To avoid any blockade to the sea 

transported trade by India, Gwadar is chosen for the construction of a third 

deep sea port, which is at a distance of 725 km from Karachi. Pakistan had 

a very bad experience of the blockade of Karachi port by India in 1971, 

which damaged Pakistan’s economy to a greater extent. India once again 

threatened Pakistan for Karachi port blockade in 1999, during the Kargil 

conflict. 
82

 

REGIONAL DEMAND FOR GWADAR PORT 

The rising uncertainty in the Middle East is one of the strongest reasons 

for the demand for a new port which can be a substitute for Dubai ports. 

Dubai is acting as a hub port not only for Middle East and Gulf region but 

also for Europe, United States, Africa, China and Central Asian States, or 

one can say very easily that for the entire world. The Gulf region, which is 

having 60% of world oil reserves and is the main region of many countries 

for oil imports, is the center of political conflicts now a days and is not 

very safe in the future too. In these circumstances, a port which can 
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substitute Dubai port is an urgent need for the region. This substitute 

should be so close to Dubai that oil and gas could be easily exported from 

Gulf region to the rest of the world. It is very fortunate that Gwadar proves 

to be the nearest and in fact more cost-effective substitute of Dubai. 

World is witnessing China as emerging economic super power on the 

basis of its fast rising export oriented economy. Though China is having 

vast expanse of land, it is deprived of any warm water port that can be 

used through out the year. To give an access to the western China, Gwadar 

port is an ideal site which could be used as energy corridor for China too. 

China can import crude oil from Iran, Middle East and Africa through 

Gwadar port by avoiding the Strait of Malacca and that can be transported 

to northwest China by land routes. Gwadar lies at the mouth of Straits of 

Hormuz, just 624 km to the east, out of which 40 per cent of the world’s 

oil passes. China’s 80 per cent oil flows through the narrow Strait of 

Malacca, which is not a very safe route for Chinese trade because of 

piracy and hold of USA. It is for certain that Gwadar’s ideal location, just 

opposite to the Straits of Hormuz, is an excellent alternative route for 

China’s import/exports.
83

  

The newly independent Central Asian States are in the transition 

economies and want to move to the open market economies. These land 

locked states were expected to use Karachi port for their external trade by 

using Afghanistan. A highway from Peshawar to Karachi was constructed 
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for this purpose but this link did not mature as expected because of 

Afghan crisis, which is still on going.  Gwadar is geographically located 

close to Iranian border. Central Asian States can use routes through Iran in 

place of Afghanistan in order to facilitate their trade through Gwadar port. 

In this continuation, it is very important to have a look on the world’s 

growing energy demand also. Worlds demand for natural gas is estimated 

to be increased by 2.75% per annum in the coming 20 years. Seaborne 

shipment of crude oil increased by 3.5% and the demand for oil is 

increasing day by day.
84

Russia and Caspian Sea countries used to use the 

black sea port connected through pipe lines to these countries for 

exporting their crude oil to the western countries. But the Turkish Straits 

are showing congestions for seaborne traffic and now there is need for 

alternative routes. 

Global energy demand is increasing consciously. Additional energy 

resources and routs for its transportation are needed globally. Central 

Asian Republics (CARs) have gained importance due to there natural 

resources. The oil and gas reserves of Central Asian States can be routed 

through Gwadar Port to world’s energy markets.  
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MAJOR FINDINGS FROM THE PRIMARY DATA 

Table 2: Preference of Businessmen to use  Gwadar port  

Crosstab

19 8 23 0 50

38.0% 16.0% 46.0% .0% 100.0%

33 9 7 1 50

66.0% 18.0% 14.0% 2.0% 100.0%

52 17 30 1 100

52.0% 17.0% 30.0% 1.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

It is f ree

economic

zone

Karachi and

Bin Qasim

Ports are

already over

loaded

Of its

Geographic

Location 11.00

Why  would businessmen prefer to use Gwadar port

instead of  other ports of  Pakistan?

Total

 

 

46% of the government servants considered the geo-political importance 

of Gwadar port as a strong point of its usefulness for trade and 66% of the 

businessmen considered the declaration of free economic zone of Gwadar 

port as a strong point for its success. The difference between the opinions 

is because business community is giving more importance to the economic 

incentives they can get through the use of Gwadar port while the 

government servants and policy makers are looking at its geopolitical 

importance.  
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Figure 5: Bar chart of primary data showing the preferance of 

bussnesspeople for gwadar port  
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The result of Chi-Square test is x2(2, n=100) 13.361, P<.05, means there 

is significance difference between the opinion of the government officers 

and businessmen. 
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The above figures of primary data show that there is a strong need of a 

third port at a distance from Karachi port, near to the main sea routes in 

Pakistan. Pakistan can attract a lot of business through Gwadar port from 

the region due to its geo-political importance, but to attract investors 

Pakistan has to emphasize on the security issues. Pakistani government 

servants and businessmen are optimistic that Gwadar port will be a 

success and will help in the economic development of Pakistan through 

trade.  
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CHAPTER 2 

GWADAR’S GEO-STRATEGIC IMPORTANCE 

INTRODUCTION  

Strategically Gwadar is located very close to the Strait of Hormuz, which 

links Persian Gulf and the Gulf of Oman.  It is a meeting point of three 

very important regions, The Middle East which is hosting 60% of world’s 

oil, the very populated region of Asia, and newly emergent Central Asian 

states and their vast oil and gas reserves. Gwadar sea port, on its opening, 

will be an economic and trade transit point for the entire region especially 

for Pakistan, Afghanistan, Central Asia and Middle Eastern countries. It is 

hoped that Gwadar port will bring Pakistan as a hub of economic and trade 

activities in front of the world. Pakistani government is very optimistic 

about Gwadar port, and considers it a link between East and West, which 

will not only enhance the economy of Pakistan but will change fate of this 

region.
85

  However, Pakistan is facing a lot of problems in materializing 

this project. The supporting projects are not in pace with the main project. 

The completion of the port project can not be succeeded in the absence of 

supporting infrastructure of land links, industrial zones, and city 

development, which are still not completed.  Pakistan is surrounded by 

unstable geo strategic situation which is also an important factor affecting 
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the port activities as good relations are not yet being established with the 

surrounding countries like India, Afghanistan and Iran. The unstable  

domestic political situation of Pakistan is another factor and the problem 

further worsens by the participation of Pakistan in war against terrorism 

which is not only affecting Pakistan but the whole region and in turn the 

whole world. 

Without heavy industrialization at Gwadar, the full economic potentials of 

Gwadar port can not be achieved. Clear scientific approach, strong 

strategies and effective directions are to be provided to encourage 

environment for industrialization. A favorable political situation, 

domestically and regionally, is a must for the success of the project.  

Gwadar port project is greatly financed by China. China is also helping in 

the supplementary projects like railroad links, industrial complexes etc. It 

was obvious from the very beginning that co-operation between China and 

Pakistan for the construction of Gwadar port will put pressures on those 

countries which are against China to become a regional economic power, 

specially India and USA. These two countries are emphasizing on the 

strategic importance of Gwadar especially in the energy crises scenario 

and consider it a threat to their own interests. By looking at the regional 

situation one can see that India and Pakistan are facing security problems 

with each other and Iran is raising eye brows on Pakistan’s allay with 

USA. Afghanistan is an unstable state for many years and its situation for 

future to give way to Central Asian trade is still uncertain. USA has strong 

interests in the region of Persian Gulf and Middle East due to its vast 



 

58 

energy reserves and is having strong military presence in the area. But 

USA’s support for Middle East is declining after the incident of 9/11 as 

according to American investigations majority of terrorists belong to this 

area
86

. If USA decides to pull out its forces from Middle East it will need 

an alternative place near the Persian Gulf for placement of its forces. It is 

expected that USA may select Gwadar port for this purpose and may ask 

military base at the port as Pakistan had provided such facilities several 

times in the past. This would put Pakistan in a very difficult situation as it 

will create problems for China; Pakistan’s time tested “an all weather 

friend.” 

Pakistan has to chalk out wise policies that can enhance the cooperation 

instead of competition among the nations which are expected to use 

Gwadar port and try to remove the strategic mistrust. 

An attempt is made in this chapter to shed light on the strategic 

imperatives of the port and to evaluate the interests of different regional 

players and super powers concerned with the port project.  

STRATEGIC SITUATION OF PAKISTAN 

According to President Clinton South Asia is, “the most dangerous place 

on earth,” 87 and Historian Daniel Moran, “South Asia would witness more 

than its share of wars, arising in part, from conditions that European 
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imperialism created and left unresolved”.
88

 South Asia has proved it self 

as a dangerous place. Pakistan and India have security problems and have 

faced each other in war three times and are always ready to raise guns 

against each other. Relationships with Afghanistan and Iran are also not 

stable. Afghanistan and Pakistan are not supporting neighbors and because 

of the Durand Line and Pushtoonistan issues both of the countries have 

sustained harsh relationship throughout the history. Iran is unhappy with 

Pakistan on having close relations with United States. Participation of 

Pakistan in the Global War on Terrorism (GWOT) has even worsened the 

relationships on its west side. Gwadar port will provide access to china in 

the Indian Ocean which will further complex the security situation of 

Pakistan. USA may desire to have naval base at Gwadar port if it decides 

to move its forces from Middle East. In this situation, China may decide to 

have military presence in the Indian Ocean to safeguard its interests. This 

whole situation could create a continuous coil of security issues which will 

never end. 

But even in such a complex geo strategic situation, Pakistan is optimistic 

for the success of Gwadar port. In the present scenario of globalization 

nations are establishing economic relationships. Enhancement of 

cooperative relationships among the nations is the basic concern of the 

International institutions.
89

 Major Sea powers are also trying their level 
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best to keep the Indian Ocean stable.
90

 It is hoped that the security 

problems around the port project will be resolved which will benefit the 

whole world not only Pakistan.  

Big powers have always use the techniques of diplomacy, naval forces and 

maritime bases for their influence in the littoral states to utilize there 

resources. The interests of China and America in Gwadar port are 

shedding light on its importance. Pakistan has to adopt strategies which 

can help in enhancing co-operation not contentions among these nations to 

enjoy full economic and political benefits of the port. 

To understand the expected role of Gwadar port and its economic benefits 

to Pakistan it is important to understand the interests of regional players 

and big powers in the concerned port project. 

United States Interests  

There is a dominant role of USA in the control of the vast energy 

resources of United Eurasia. US administration’s strategic interest is 

“clear access to affordable energy sources”.
91

 Because of its influence 

USA is able to keep control not only on the energy resources of the area 

but on the transportation routs of these resources also. Due to its strong 

military and political influence USA is controlling the sea routs of not 
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only Middle East but Eastern Mediterranean, Atlantic, Pacific, and Indian 

Ocean. US administration will never want to lose its position in Eurasia 

and has strong military presence in the area “to ensure that no state or 

combination of states gains the ability to expel the US or even diminish its 

decisive role."
92

   

The most prominent policies of US regarding energy resources of Eurasia 

are- 

To over come the Russian control over the energy transport routs from 

Central Asia  

To find diversified energy resource supplies for promoting US energy 

security 

To help in the construction of numerous pipelines in the lands controlled 

by United Sates  

To stop other regional powers of Asia like china, India and Japan to 

approach Central Asian’s oil and natural gas reserves.
93

  

US administration has got another justification from September 11 attack 

for increasing its grip over the region by exercising its political and 

military powers proving its might to the world. One can find it very 
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interesting that the map of "terrorist sanctuaries is a map of the world's 

principal energy resources".
94

 Not only that,  the US Energy Information 

Administration documented Afghanistan's strategic geographical position 

as a potential transit route for energy  exports from Central Asia to the 

Indian Ocean,  including the construction of pipelines through Afghanistan 

only few days before of the September 11 attack.
95

 

Some analysts argue that the main purpose of Afghanistan operation is 

actually the US interest in the natural resources of Central Asia.
96

 

Afghanistan is as important for transportation of oil and gas resources of 

Central Asia as Bulkan is.
97

 Experts argue that the strategic location of 

Afghanistan offers the most suitable route for pipelines from Central Asia. 

The US dependency on the Gulf oil resources can be reduced by  a 790-

mile oil and gas pipelines through Afghanistan, that would carry Caspian 

Sea basin's oil and natural gas southwards to the Pakistani port of Gwadar 

on the Arabian Sea.
98

 According to S. Frederick Starr,
99

 “the route through 
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Pakistan is the most suitable route for Central Asian states to have access 

to the Arabian Sea”.
100

  

Superpower status naturally requires control of oil at every stage, from 

discovery to marketing. The American Petroleum Institute termed the 

Caspian region "the area of greatest resource potential outside of the 

Middle East."
101

 Dick Cheney, Vice-President to George Bush, speaking 

of the Caspian Sea basin in 1998, commented, "I cannot think of a time 

when we have had a region that suddenly emerged to become as 

strategically significant as the Caspian."
102

. In the US strategic plans, 

Afghanistan has had since long now attained a key position to make safe 

control of the huge oil and natural gas reserves of Eurasia. US  do not 

simply want to get oil, but also want to eliminate the rising competitors, 

have  political and militarily influence in the area, and controls the flow of 

oil and gas to the world markets in the West and in Southeast Asia 

according to its own wishes.  

The landlocked nature of Central Asia makes the transfer of oil from the 

Caspian-Caucasus to world markets difficult. Competition in this region 

will decide the faith of Eurasia and will determine the influence of US 

over the development of this region.
103

 The consequences of this situation 
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are not only regional, but worldwide. For example, As Emerging economy 

of China is demanding an easy access to adequate and affordable 

petroleum products, China can perceive the spreading out influence of US 

in Eurasia as a direct and immediate threat. From 1995 to 2005, demand 

for crude oil in China has doubled, and it is expected that it will be 

doubled again by 2015. By 2020, the expected oil imports for China are 

7.3 million barrels of crude oil per day.
104

 Because of the vast oil and gas 

reserves in Central Asia it became a point of sharp rivalry between China, 

US, European powers, Russia, Japan, and India. The multinational 

corporations are also part of it, seeking alliances, concessions and possible 

pipeline routes in the region of Eurasia. Conflict between US and China, 

In the midst of this increasing competition, is highly expected
105

  

The US administration can use its military might to overcome its rivals in 

the struggle for political hegemony and resources in the region of Indian 

Ocean.
106

  Admiral Alfred T. Mahan of the United States Navy said that, 

“who ever attain maritime supremacy in the Indian Ocean would be a 

prominent player on the international scene”.
107 
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There are many choke points in the Indian Ocean.  Straits of Hormuz, 

Straits of Malacca, Lombok and the Sunda Straits are some of them. 

Countries like India, China and Japan are very conscious to these chock 

points as any blockade in transportation flow can have devastating 

consequences on these countries. "Sir Julian Corbett, the British maritime 

strategist who enunciated a diplomatic role for the navy wrote, ‘The 

criticality of the sea-lanes from the Persian Gulf to the Straits of Malacca 

is evident from the fact that of the US$ 200 billion worth of oil coming out 

of the Strait of Hormuz annually, US$ 70 billion passes through the Straits 

of Malacca, mainly bound for China, Japan and South Korea. "
108

 Since 

World War II, US have had the preponderant naval power in the Indian 

Ocean. It is however, in the last couple of decades that the China, India, 

and Japan’s naval power, relative to that of US navy, has also grown to 

challenging position resulting in creating an atmosphere of possible 

confrontation, but at the same time, an opportunity for cooperation in the 

Indian Ocean. 

Strong policies are needed for Indian Ocean as it is a seaway for energy. 

USA is required to perform its role as super power and to manage it 

effectively. India, China, and other states are needed to be brought 

together by U.S. military planners in joint sea patrols to get red of 

smuggling, piracy and terrorism. The main objective of US as super power 
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must be to develop a maritime system globally to minimize the risk of 

conflicts between states and minimize the burden of policing for the U.S. 

Navy.
109

 

Chinese Interests 

The fast growing economy of China during the last two decades has 

resulted in constant rise in the demand for oil, and this demand is expected 

to rise further in the coming years with the growth in economy. China was 

self-sufficient in oil until 1993, but is now importing around 3 million 

barrels of oil per day, and this number is growing every year.
110

 It has 

become the second largest consumer of oil after the US in 2006.China is 

consuming fifteen per cent of the world’s total oil production.
111

 

According to a March 2007 report by the Ministry of Land and Resources, 

if output volumes stabilize at 2006 levels and no new reserves are found 

China’s proven oil reserves might last in 11 years only.
112

  To keep its 

impressive economic growth, China has to find out alternative for its 

increasingly large amounts of imported energy resources. Sixty per cent of 

the world’s proven oil reserves are located in the Persian Gulf /Middle 

East and China imports fifty-five per cent of its oil requirements from this 
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region.
113

  For Chinese leaders the country's political future relies on 

country's economic performance because economic growth raises the per 

capita income and the living standards of the people.
114

 As economic 

growth of China depends on access to energy resources; energy security 

has become among the top most items on government policy agenda. 

According to China's 2006 Defense White Paper, “Security issues related 

to energy, resources, finance, information and international shipping 

routes are mounting”.
115

Jin Riguang, an energy adviser to the Chinese 

government, said in an interview, “Securing a steady energy supply is the 

top priority for China; it has everything to do with national security”.
116

 

For its energy security, China is facing three major challenges: To cope 

with the international community pressure for environment protection due 

to its increasing use of coal; to ensure sufficient and economical energy 

supplies and  to ensure  secure access to energy sources.
117

 As far as the 

first challenge is concerned, China is doing much better than expected. It 

has become more energy efficient and is reducing use of coal. More 

recently it has pushed its companies to change faster. It is planning to be 

                                                 
113

 Shebonti Ray Dadwal, China's Search for Energy Security: Emerging Dilemmas, 

Strategic Analysis, Volume 31, Issue 6 November 2007 , pages 889 - 914  
114

 ibid 
115

 'The Security Environment, China's National Defense in 2006, Information Office of 

the State Council of the People's Republic of China, December 2006, Beijing, at 

http://english.people.com.cn/whitepaper/defense2006/defense2006.html  
116

  Ahmadinejad Makes Iran Focus of SCO Summit', China Daily, June 14, 2006, at 

http://www.chinadaily.com.cn/china/2006-06/14/content_616685.htm   
117

 China's National Climate Change Programme, Prepared under the auspices of National 

Development and Reform Commission, People's Republic of China, June 2007, at 

http://en.ndrc.gov.cn/newsrelease/PO200706045611901006823.pdf  

http://www.informaworld.com/smpp/title~content=t780586780~db=all
http://www.informaworld.com/smpp/title~content=t780586780~db=all~tab=issueslist~branches=31#v31
http://www.informaworld.com/smpp/title~content=g788793367~db=all
http://english.people.com.cn/whitepaper/defense2006/defense2006.html
http://www.chinadaily.com.cn/china/2006-06/14/content_616685.htm
http://en.ndrc.gov.cn/newsrelease/PO200706045611901006823.pdf


 

68 

on lines with Japan in energy efficiency after 2011.
118

 Regarding meeting 

later two challenges successfully, it is still fighting. China’s 75% crude oil 

imports have to go through the 10,000-km-long Strait of Malacca 

currently. China's major oil policy is to avoid possible disruption in the 

flow of oil through this route by USA, Japan, India, and terrorist attacks. 

To protect the sea lanes of communication China is following the 'string of 

pearls' strategy, building close ties with the countries along the sea-lanes 

from the Middle East to South China Sea. These 'pearls' include Pakistan, 

Bangladesh, Burma, Thailand, Cambodia and the South China Sea.
119

    

China is a rising global player and has significant influence in the region. 

Indian Ocean region is important for China because of its vital sea trade 

routes in the area. Its desire to play significant role in the Indian Ocean 

region is based on its long term economic and politico-strategic interests. 

South Asia, West Asia, Africa and even Europe are closer to China 

through the Indian Ocean than other routes.
120

Presently China’s 

interference in Indian Ocean is not very effective but looking at its 

growing interests and navy strength china is expected to have significant 

influence in these waters. In the unipolar world, China is trying to play a 

major role in the establishment of a new type of world order which is 
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possible only by influencing Indian Ocean.
121

 India is supporting the 

presence of USA in the Indian Ocean for countering China.
122

 China is 

facing the serious challenge of the presence of U.S forces in Central, 

South and South-East Asia declining China’s influence and hindering the 

achievement of its future security, economic and energy objectives.
123

 

Knowing the geo strategic realities Chinese are engaged in building a 

maritime infrastructure to safeguard their maritime interests by diplomatic, 

economic and military activities. The Chinese efforts to build-up 

infrastructure at present are very impressive as this shows its long-term 

goal to influence the Indian Ocean. The same is also clear from assisting 

the construction of the Gwadar Port. It would not be a surprise that 

Chinese Navy would make its presence in the Indian Ocean with the aim 

of protecting its economic and maritime interests through Gwadar port. 

Through Gwadar port China can have a strategic hold in Central Asia. 

Gwadar port also provides the most economical trade rout to Xinjiang, 

which is only 2,500 km away from Gwadar port while 4,500 km from 

Chinese eastern ports.
124

 This will make it possible for China to route 

some of its external trade through the Gwadar port. 
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It is expected that China will play an important role in Asia in future 

depending on its growing military strength and its desire to become a 

regional power. For China the regional balance and stability in South Asia 

and Pakistan’s healthy development & domestic stability are two major 

interests to safeguard its own interests. However, Islamabad’s 

consideration of United States request, if any at some point in time, for 

maritime bases at Gwadar, could seriously jeopardize Chinese interest to 

perform an important role in the region.  

Kenneth Waltz(1993) argues that, “ states with great-power capabilities, 

as supported by their geographic and economic potential, will almost 

invariably choose to engage in power politics and balancing behavior in 

order to increase their ability to manipulate the international system”.
125

 

It can therefore be safely assumed that Chinese would never think of 

venturing into military presence on the name of safeguarding interests at 

the Gwadar Port and stirring up a never-ending spiral of seriously 

destabilizing events. As Prof. James Holmes, U.S. Naval War College said 

at Testimony before the U.S.-China Economic and Security Review 

Commission, 14 June 2007, 
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  “In all likelihood, an increasingly sea-power-minded China will neither 

shelter passively in coastal waters nor throw itself into competition with 

the United States in the Pacific Ocean. Rather, Beijing will direct its 

energies toward South and Southeast Asia, where supplies of oil, natural 

gas, and other commodities critical to China’s economic development 

must pass. There China will encounter an equally sea-power-minded India 

that enjoys marked geo strategic advantages. Beijing will likely content 

itself with “soft power” diplomacy in these regions until it can settle the 

dispute with Taiwan, firming up its seaward defense perimeter in East 

Asia while freeing up resources for maritime endeavors farther from 

China’s coasts. This lag between intentions and capabilities opens up 

possibilities for a maritime partnership in vital waters"
126

 

Having discussed interests of both the United States and China, and their 

capabilities in terms of creating trouble in the region in order to safeguard 

their respective interests, this thesis will now shed light on Iran - a 

probable economic competitor with regards to Gwadar Port -  which has 

long been waiting for opportunity to establish its dominant role in the 

region.  

Interests of Iran 

The importance of Iran in the world is increasing day by day because of its 

geographic location. It is supposed to be an economic link between east 
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and west and is bridging the Caspian Sea and the Persian Gulf, two 

important centers of energy. In the Indian Ocean, Persian Gulf is an 

important oil trade route. Around 80 percent of the world’s oil tankers 

move from this important route to the rest of the world.
127

 It is very 

important to note that the northern shores of Persian Gulf belong to Iran 

which increases the importance of Iran geopolitically and enable Iran to 

control the affairs in the Straight of Hormuz. Iran is one of the major 

producers of oil.  In 2008 Iran exported around 4.3 million barrels per 

day.
128

 But at the same time Iran is a big consumer of oil too with having 

major structural weaknesses in its oil refining industry. For the satisfaction 

of Iran’s national requirement of gasoline oil, its refining capacity is 

insufficient. The result is that Iran is importing 40% of its refined oil 

products.
129

These economic interests explain interests of Iran in the Indian 

Ocean. 

In 1991 Iran began its co-operation with Pakistan, by having negotiations 

on an oil deal with Qatar and Pakistan.
130

 This limited initial cooperation, 

however, did not moved to more valuable things. The second attempt was 

in 1995 when Iran once again negotiated Qatar for the construction of gas 
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pipelines to Pakistan,
131

 but the result was nothing. Energy cooperation 

more or less increased since 1990s and helped in accelerating a more 

thorough trade network between Iran and Pakistan recently. From 2005, 

the government of Pakistan has fixed its eyes on Iran to fulfill the growing 

energy needs of Pakistan. Pakistan and Iran signed a memorandum of 

understanding that Iran will finance an energy project of providing 1,000 

megawatts of electricity to Pakistan to cover up the electricity shortage 

Pakistan is facing.
132

 The cost of the project is $60 million and will run 

62-mile electric line. Pakistan already receives 40 megawatts of electricity 

daily from Iran. Pakistani President Asif Ali Zardari and his Iranian 

counterpart, Mahmoud Ahmadinejad, signed a US$7.5 billion agreement 

in Tehran in May 2009, finalizing the deal to transfer gas from Iran to 

Pakistan through Iran-Pakistan peace pipe line. Iran will provide 30 

million cubic meters of gas per day to Pakistan in the beginning but it will 

be exceeded to 60 million cubic meters per day in future.
133

 India was not 

a partner and still is indecisive about joining the project.
134

 The pipe line 

deal will greatly affect the energy geopolitics of 21
st
century. The future of 

south Asia seems brighten with this deal and it will be a great challenge 

for USA to continue its check on Iran’s domination in the Persian Gulf. 

The project is very advantageous for both Iran and Pakistan. For Iran, this 
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project is not only providing an economic advantage in the crises time 

when America and others want to weak its economy but it is also giving a 

chance to Iran to make the vast population of China or India dependent on 

its gas by the extension of the pipeline to these countries. For Pakistan, it 

is the solution of energy crises she is facing. USA is against this pipeline 

and is in the favour of substitute for the provision of energy to India.
135

 

Turkmenistan-Afghanistan-Pakistan-India (TAPI) – is an alternative route 

which avoids Iran. This pipe line will pump gas from Daulatabad in 

Turkmenistan via Herat and Kandahar in Afghanistan to Pakistan and 

onwards to India. This project is supported by Asian Development Bank 

for its low construction charges with the ability of providing the same 

amount of gas to India.
136

 It can be later expanded to Gwadar to connect 

other fields in Central Asia to Arabian Sea, which can turn Gwadar port 

into the most important energy hub of the world.  TAPI is not facing too 

much politico-financial opposition which the peace line is facing, so, it 

can be said that the financial institutions will support it with open hearts. 

But stabilized Afghanistan is a must for TAPI to become a realistic and 

appealing alternative to Iran-Pakistan peace pipeline. 

Co-operation between Pakistan and Iran in energy sector is vital and is 

needed at all levels between both of the countries, hence the peace pipe 
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line is greatly beneficial for both of the countries.
137

Iran-Pakistan 

cooperation is further strengthened by the inauguration of international 

freight rail line from Islamabad to Istanbul via Tehran in August 2009. 

The Economic Cooperation Organization (ECO) has initiated this project. 

Iran supported Pakistan for its security dilemma by participation in the 

summit “Friends of Democratic Pakistan”, in August 2009 in Turkey. 

Foreign Minister of both of the countries discussed the importance of 

bilateral ties. They also agreed on the stoppage of terrorism and 

establishment of stability in Pakistan.
138

 

For Turkmenistan, Iran is a vital route to export oil and gas, but the United 

States is pressurizing for alternative routes.
139

 USA is in favor of the 

construction of pipelines in several directions but not through Iran for the 

oil of the Caspian Region.
140

 Iran is largely isolated from international 

monetary system and its isolation thus provides the hope to Pakistan for its 

port (Gwadar port) success. 

Iran and Pakistan are trying their best for the development of strong 

economic and transport ties with newly emergent Central Asian states for 

the success of their ports i.e Gwadar of Pakistan and Chahbahar of Iran. 

For Central Asian states both of the ports are beneficial. Iran and Pakistan 

remained in good relations with each other through out the history. Both 

of the countries are trying to become the transit point for Central Asian oil 
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and trade through their newly constructed ports. They may end up in co-

operation instead of competition with each other for the trade of Central 

Asian states. Pakistan is considering the increasing economic co-operation 

between India and Iran as a threat to her security. This situation is forcing 

Pakistan to establish good relations with Iran for the security of her own 

interests in this region. Enhancement of mutual co-operation in various 

fields of life is a must for both of the countries. A new road connection 

with Iran through Makran Coastal Highway will be opened soon with the 

hope that it will bring the people of the two countries close to each other. 

The opening of this new route will be a link between Gwadar Port and 

Chahbahar port which can bring tremendous economic benefits to 

Pakistan and Iran. Iran would facilitate Pakistan as a transit to export its 

commodities to Turkey in this way and Pakistan can provide opportunity 

to Iranian traders to access Chinese markets.
141

Iran has promised to supply 

100 megawatt electricity free of cost to Gwadar Port in Pakistan.
142

This 

shows that Iran will try to take full advantage of Gwadar port to minimize 

its isolation from the world. 

After having discussions on a competitors interests there is a need to 

discuss the interests of an emerging power in the region i.e India having 

hostile relations with Pakistan throughout the history. 
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Indian Interests 

It is true that India will take long time to become a real global player, but 

this is also true that it is an important player in the Asia Pacific region just 

like China. The National Intelligence Council of USA Reports, “that 

international community will have to confront the military, political and 

economic dimensions of the rise of China and India”.
143

  India is labeled 

as the key “swing state” by CIA. It is predicted that the fourth most 

important player in the global system will be India by 2015.  Goldman 

Sachs (a full-service global investment banking and securities firm) assists 

the US, China, Japan and India as the four biggest economies by 2040.
144

 

India’s economy is the 12
th

 largest economy of the world and if high 

annual growth is continued it will be 3
rd

 after US and China in 30 years.
145

 

The rise of Indian Economy was 8.4% in 2005 and 9.2 % in 2006. It is 

expected to expand by 9% onward. Based on this rapid growth, rising 

stock market and self-confidence, India is enjoying greater influence and 

engagement in the world.
146

 

To fuel this rapid growth India is heavily dependent on imports of crude 

oil. According to International Energy Agency forecast (2007) there would 

be rise of 3.9% per year on average in India’s oil demand between 2006 

                                                 
143

 Mapping the Global Future, by 2020,A rep[ort by  The National Intelligence Council 

of USA. available at http://www.cia.gov/nic/NIC_globaltrend2020.html 
144

 The report is available at 

http://www2.goldmansachs.com/insight/research/reports/99.pdf 
145

 India's energy insecurity ,Competition with China poses challenges, Strategic 

Comments, Volume 13, Issue 9 October 2007 , pages 1 - 2 
146

 India's energy insecurity ,Competition with China poses challenges, Strategic 

Comments, Volume 13, Issue 9 October 2007 , pages 1 - 2 

http://www2.goldmansachs.com/insight/research/reports/99.pdf
http://www.informaworld.com/smpp/title~db=all~content=t724921302
http://www.informaworld.com/smpp/title~db=all~content=t724921302
http://www.informaworld.com/smpp/title~db=all~content=t724921302~tab=issueslist~branches=13#v13
http://www.informaworld.com/smpp/title~db=all~content=g787867713
http://www.informaworld.com/smpp/title~db=all~content=t724921302
http://www.informaworld.com/smpp/title~db=all~content=t724921302
http://www.informaworld.com/smpp/title~db=all~content=t724921302~tab=issueslist~branches=13#v13
http://www.informaworld.com/smpp/title~db=all~content=g787867713


 

78 

and 2030, and will become the third largest oil importer in the world 

replacing Japan. In 1990s, India’s oil imports accounted for 50% of its oil 

usage, but this had risen to over 75% in 2006, with demand doubling to 

131 million tones. Indian government projections foresee oil import 

dependency increasing to 80% in 2011-12 and over 90% in 2024-25.
147

 

Energy is being viewed as a vital component of national security, 

cultivating alternative sources of energy and reducing dependence on the 

volatile middle- eastern region has become a vital concern for India.  

Uninterrupted supply of energy is critical for keeping India’s economic 

engine in motion. The weight attached to the issue is reflected in a speech 

by Dr. A.P.J Abdul Kalam, the Indian President: “…my government will 

give full importance to synchronizing our diplomatic activity with our 

need for energy to fuel our development needs.”
148

 

Central Asia is home to an estimated 4 per cent (270-360 trillion cubic 

feet) of the world’s gas reserves, while the oil reserves are pegged at 2.7 

per cent (13-15 billion barrels)
149

. The Indian government has been 

engaged in a series of protracted negotiations involving a 1680 km-long 

pipeline, to be constructed at an estimated cost of US $7.6 billion, 

expected to transport 30 billion cubic meters of gas from Dauletabad gas 
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fields in Turkmenistan via Afghanistan and Pakistan to India.
150

The 

drawback for India to import oil of Caspian region is that it has to pass 

from Pakistani territory and India is in continuous security dilemma with 

Pakistan.  

Although Central Asia’s geo strategic location between Europe and Asia 

and its rich mineral and hydrocarbon resources offer much reason for 

intensive engagement of India with the region, there persist a lot of 

challenges that need to be addressed. First, the most obvious challenge is 

geographical. New Delhi’s situation in the region remains extremely in 

danger not merely due to the lack of direct geographical access, but also 

because of the ability of Pakistan to cut the access of India to the Central 

Asia. Second is the Instability in Afghanistan, which has the potential to 

spill over and destabilize fragile states like Tajikistan and insecure regimes 

in Turkmenistan and Uzbekistan. India’s growing energy ambitions have 

also brought it into conflict with China, clearly illustrated by the bitter 

fight between the two, over bidding of Petro-Kazakh. At the moment 

however, China commands a clear edge. Moreover, India, despite its 

keenness to balance Chinese influence in the region, has to be careful to 

not annoy Beijing if it is to pursue its dream of an alternative pipeline and 

trade routes. 

Finally, in spite of the tremendous commercial potential in Central Asian 

region, India is facing refusal for investment by Indian businesses to 
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undertake risks in a region characterized by political uncertainty, poor 

banking facilities and lack of direct geographical access to the market.
151

 

India’s strategic interests in the region, make it essential for the country to 

develop a clear policy, capable of facing the existing as well as potential 

challenges that may arise in the future. India is trying to overcome the lack 

of geographical access to Central Asia by putting forth two propositions. 

First, to develop a US $2 billion “energy highway” from Russia via 

Uzbekistan, Turkmenistan, Kazakhstan and finally entering Kashmir 

through the India-China Line of Actual Control. Because of the disputed 

status of Kashmir region, the materialization of such an energy initiative is 

very challenging. The second and more feasible arrangement that India 

has been working on is developing an alternative trade corridor via Iran. 

On 12 September 2000, India signed an agreement in St. Petersburg with 

Iran and Russia on creating an International North-South Transport 

Corridor. This corridor will enable the movement of Indian goods from 

Indian ports to Bandar Abbas in Iran and then on to Central Asia via rail 

and road linkages and the Caspian Sea route, by passing Pakistan.
152

   

India is dependent on sea for its security and economic prosperity because 

of its geographical location and physical features. When it comes to 

overland communications, India is constrained within the subcontinent. 

This explains why as high as 97 per cent of its trade (by volume) is 
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seaborne, which is comparable to that of an island state.
153

For the 

insurance of smooth flow of trade, India’s strategic policy moves around 

the protection of its maritime resources/assets, and protection of sea-lanes 

of communication.
154

 One can find thirty Indian ships in Indian Ocean any 

time, Eight to ten oil tankers carrying oil to India and a large number of 

ships of other countries having trade from and to India.
155

 India is busy in 

building up a sizable maritime force for protection of her SLOCS and to 

fight with aggressor when needed. Joseph S. Nye, Jr.(2002), writes about 

the Indian military power that, “ in South Asia India is working well with 

its military capabilities but in the larger Asian context it is not very 

impressive, however, its strategic interests extend way beyond that and 

tend to enter the domain of regional hegemony, which dictates her 

relations with other countries”.
156

 India has always emphasized on 

security dimensions rather than economic in having relations with 

surrounding countries.  India and Pakistan are not in good relationships 

and had three wars with each other off and on. While setting foreign 

policy for Afghanistan India has two basic objectives.  To counter 

Pakistani expansion into West Asia, and to use Afghanistan as an access 

route to Central Asia.
157
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With US, India has strategic partnership. United States can play stronger 

role in the region of Asia through this partnership. India’s stable 

government, booming economy and higher control over the Indian Ocean 

waters provide benefits to US. Its a” future investment," for the officials of 

US to be involved in the strategic relationships with India, especially after 

the disturbance in the Middle East and dangerousness for the military 

presence of US. India will get more chances to become a most important 

component of United States if US relationships with its strong Allies 

(Japan, Saudi Arabia and South Korea) become more fragile. In July 2005 

President Bush signed an agreement with India recognizing India as a 

nuclear power and providing for both some measure of international 

regulation of its nuclear capabilities and resources and for US civilian 

nuclear exports to India. This deal was reconfirmed in March 2006 during 

President Bush's visit to India. Congress has approved it. However, its 

nuclear provisions may actually be ultimately less important than its 

geopolitical significance. This accord's geopolitical importance lies in the 

fact that it represents America's open acceptance and acknowledgement of 

India's rising capabilities and ambitions to be a great power in Asia.
158

 To 

contribute in bringing stability in Afghanistan and to fight against Islamic 

extremism and terrorism in Central Asia, India is restructuring a former 

Soviet air base in Ayni (Tajikistan). Both are the goals of United States. 

India is also lending support for exporting the oil and gas of Central Asian 
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states. This would not only help in breaking the monopoly of Russian gas 

transit routes from Central Asia but will also make contribution in the 

improving stability and economic growth among the countries from where 

the pipe line will pass i.e Pakistan, India and Afghanistan, which  is again 

in the interest of US.
159

 These are the common interests and shared threats 

which drive this partnership between India and US. 

 There is also a major US initiative to stimulate infrastructural and 

electrical power connection and investments throughout Central Asia that 

would allow India to play more effectively in this region as a source of 

and market for trade, investment, and energy. One benefit for India of this 

initiative is that it would also substantially help India satisfy its enormous 

energy needs.
160

 This growing partnership also takes place with both states 

increasingly mindful of China's growing capabilities throughout Asia. 

Takenori ( 2006) states that,  “India, in terms of the structure of 

international relations, is seen as a counter balancer to China. Most 

countries that feel wary or threatened by China do not have such 

apprehensions toward India. Indeed, because India is not yet considered a 

                                                 
159

 Stephen Blank, The Geostrategic Implications of the Indo-American Strategic 

Partnership, India Review, Volume 6, Issue 1 January 2007 , pages 1 - 24  
160

 Assistant Secretary of State for South and Central Asia Richard A. Boucher, “Remarks 

at Electricity Beyond Borders: A Central Asia Power Sector Forum,” Istanbul, Turkey, 

June 13, 2006. Accessible via http://www.state.gov/; 

http://www.informaworld.com/smpp/title~db=all~content=t713635440
http://www.informaworld.com/smpp/title~db=all~content=t713635440~tab=issueslist~branches=6#v6
http://www.informaworld.com/smpp/title~db=all~content=g770840026
http://www.state.gov/


 

84 

major power in the true sense, it can be said that any country can use 

India as a valued card to be played in the game with China”.
161

 

In connection of Indian relations with China, India considers the extension 

of China to the Arabian Sea as a threat to its own security and economic 

and energy interests. The construction of Gwadar port and Myanmar with 

the assistance of China is not welcomed by India. India is taking these 

mega projects as an effort by China for the influence in the Indian Ocean 

region and to encircle India strategically. India and China both are in 

competition for having access to the world’s energy resources. India’s 

energy demand is greatly driving its foreign policies. The most 

challenging point for both of the countries will be to have balance in 

competition and co-operation as they are not in very good relations with 

each other and have conflicts on different territorial issues. For more 

stable and secure Indian Ocean, the confidence building between Indian 

and Chinese navies is a must. It can only be achieved through maritime 

diplomacy and cooperation. Hopefully the situation will be the same as 

India’s policies are shifting from security orientation to the economic 

ones. This shift in policies will not only keep the Indian Ocean stable but 

will also help India to resolve conflicts with all neighboring countries. 

Pakistan has to take full advantage of this change in Indian policies to 
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make Gwadar port a success. However, Pakistan is raising eye brows on 

the increased Indian interest in Afghanistan.  

On operation, Gwadar port will benefit Afghanistan directly for its trade 

on one hand and to get royalties from the gas/oil pipeline on the other 

hand.  The strategic situation of Afghanistan and its interests in the area 

particularly in Gwadar port are discussed below. 

Interest of Afghanistan  

Through out the history, Afghanistan remained the center of conflict 

among the major powers. One such conflict between Russia and Great 

Britain to have control on Central Asia resulted in “the Great Game.” 

Russia had its second attempt at the end of 20th century and attracted 

United States to the area that was looking for suitable opportunity. In 

November 13, 1986 the Russian venture ended in Politburo meeting when 

the Soviet leaders came on the decision to withdraw its armed forces from 

Afghanistan by the end of 1988,
162

 which gave an end to the Cold War. 

The leadership went in the hands of Taliban then but they also could not 

continue long due to the attack of United States as a result of September 

11, 2001 incident. It is really very difficult to predict the future of 

Afghanistan as it is still in a state of war. 

Deep-seated hostility and mistrust has largely characterized the Pakistan-

Afghanistan political relationship.  Afghanistan voted against Pakistan's 

admission to the United Nations in 1947 because of its claim to the 
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Pashtun territories on Pakistan's side of the Durand Line.  Durand Line as 

an international border is still an issue between Pakistan and 

Afghanistan.
163

 Afghanistan suffered a lot in economic terms when 

Pakistan closed its border with Afghanistan, its most important rout of 

trade, in 1961.
164

 Pakistan's support for Islamist parties led by Ahmad 

Shah Massoud and Gulbuddin Hekmatyar to achieve a reasonably stable 

Afghanistan was with the hope that Hekmatyar would support Pakistan as 

a corridor to Central Asia. That would start from Peshawar, moving 

through Jalalabad and Kabul in Afghanistan and would end in Tashkent. 

Kabul would remain the choke point in this corridor. It was also hoped 

from Hekmatyar that he would recognize the Durand Line as the 

international border but Hekmatyar could not succeeded in delivering a 

friendly Afghanistan to Pakistan.
165

 

The emergence of independent Central Asian states in 1991 was 

welcomed by Pakistan with the hope that it will provide an opportunity to 

Pakistan to enhance its influence in the region by utilizing its theme of 

strategic depth and will stop the Indian access to this territory rendering 

the entire region a new theater for Indo-Pakistani strategic competition. 

Pakistan hoped that being a Muslim country and having cultural and 
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historical ties with the region of Central Asia, Afghanistan would 

welcome its approach towards it.
166

It was also hoped that the placement of 

Pakistan's military personnel and assets in Afghanistan would be beyond 

the reach of the Indian military. The mistrust and bitterness of the last few 

decades have only become more glaring as accusations and counter-

accusations flow across the border with respect to the ongoing insurgency 

in Afghanistan. Afghanistan blames Pakistan for sheltering Talban and 

Pakistan blames Afghanistan for promoting unrest in Baluchistan. But 

even in these conditions of mistrust and political tensions, both the 

countries are giving importance to the economic relationships. In the 

previous few years, trade between Pakistan and Afghanistan has grown 

with high speed and it is hoped that these economic relationships will 

strengthen political relationships of the two countries in the long run. 

However, at present, the stress and strains over balancing the contradiction 

between economic relationship and a disturbed political equation would be 

high. 

Both of the countries are extremely important for each other.  Afghanistan, 

as a landlocked country, is a captive market for goods and services of 

Pakistan on one hand and a ground for establishing Pakistan's strategic 

control on the other. Similarly, Afghanistan is highly dependent on 

Pakistan because of its poorly developed economic base. It is dependent 
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on Pakistan not only to provide its own goods and services but also to 

allow transit facility for trade. 

Various agreements are being signed between the two countries for the 

improvement of relationships. These agreements include increase in 

bilateral trade, help of Pakistan in the reconstruction of Afghanistan and 

institutional reinforcement of their relations.
167

 Pakistan is offering itself 

as a trade and energy corridor to Central Asia, west Asia and South Asia 

and is showing keen interest in Afghanistan. “We have direct stakes in the 

progress and stability of Afghanistan”, said Khurshid Kasuri, The than 

Foreign Minister of Pakistan. 
168

 Pakistan is emphasizing on geo-

economics, rather than geo-politics and the establishment of good 

economic relationships with Afghanistan is a component of its larger 

agenda of pursuing pro-active economic diplomacy.
169

  

Pakistan is an important export market for Afghanistan .According to IMF 

data for 2005-2006, 85% of Afghanistan exports were to Pakistan, 

showing Pakistan the main centre of Afghanistan’s exports.
170

 According 
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to the Master plan of Gwadar Port there are great chances of transit trade 

from Afghanistan, more than any other country. Being an agricultural 

economy, Afghanistan is dependent for a variety of finished products to be 

imported. These are items like machinery and equipment, household 

goods and medicines, fabrics, clothing and footwear, food items, chemical 

materials, construction material, cigarettes and drinks, metals, petroleum 

and oil, and clothing material.
171

 This provides an opportunity to Pakistan 

to export the products it can offer. The exports of $766, 497,000 from 

Pakistan to Afghanistan in the period between July 2006 and May 2007 

clearly indicate how Pakistan has been able to meet the needs of its 

neighboring country. The top exports of Pakistan to Afghanistan during 

this period consist of petroleum products, cement, animal and vegetable 

fat/oil, diary products, iron and steel, chemical products such as paints and 

varnishes, plastic articles, beverages, and medicines.
172

 

 The economy of the tribal territories in Pakistan has been altered in the 

last three decades. There has been a heavy reliance on the unregulated 

cross-border trade including drugs and arms. The spongy nature of the 

2,500 km Pakistan-Afghanistan border and the presence of different ethnic 

tribes in the border areas indicate that co-ordination is a must for the 

success of policies adopted by the governments of the two countries. 
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Balancing measures are required for economic development on both of the 

sides of the boarder. Economic development activities and reconstruction 

of Afghanistan should be balanced with the economic development 

activities in Federally Administered Tribal Areas (FATA) in Pakistan. 

There is a proposal for the establishment of a Qualified Industrial Zone 

(QIZ) at the Pak-Afghan border.
173

 Investors of both countries would set 

up industries in QIZ, the products of which would then be exported to the 

United States. It is reported that the products of this QIZ will be imported 

by USA without charging duty for the encouragement of the economic 

activities at border area. Pakistan will receive 80% while Afghanistan 20% 

of the benefits of this QIZ. 
174

An announcement was made by the US 

Assistant Secretary of State in July 2007, to give Pakistan a $100 million a 

year, for developments of FATA, for the coming five years, in addition to 

the $100 million per month United States is providing to Pakistan for 

participation in war against terrorism. Along this Pakistan will also receive 

$250 million for the development of tribal areas.
175

 China has also 

reportedly been encouraging development efforts in FATA. Pakistan 

president Asif Ali Zardari in his visit to America and to other countries 

under the notation of “Friends of Pakistan” in May 2009, tried to receive 
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financial aid from these countries for the promotion of Tribal Areas of 

Pakistan. 

 Afghanistan’s functional economy is non-significant. Its economy is 

unable to fulfill the basic food requirements of its population and is 

forcing it to survive on foreign donated food. In the Tokyo Conference of 

January 2002, the donors pledged over U.S. $4.5 billion to Afghanistan 

over five years. It is estimated by the World Bank that around U.S. $10.2 

billion over five years will be required to face Afghan problems, based on 

two years of reconstruction experience. Care International estimated the 

requirement of funds to be between U.S. $15-30 billion over a five-year 

period in July 2003.
176

 Pakistan on the basis of its geographical location 

can play a very important role in the reconstruction of Afghanistan and is 

already engaged in it.  Gwadar port has very bright chances to play an 

active role in this process of reconstruction and revising of Afghanistan’s 

economy. Pakistan has granted permission to Afghanistan to use Gwadar 

port for transit trade in May, 2009.
177

 

Pakistan and Afghanistan are working on many projects including the 

Turkmenistan-Afghanistan-Pakistan (TAP) pipeline, which will provide a 

base for the revival of Afghan economy. This project will be a jackpot for 

Afghans as it can bring the royalty of $300 million annually to 
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Afghanistan.
178

  Presently, Afghan transit trade is being handled through 

the Karachi port, but the Gwadar port will provide these facilities after 

being operational. The previous Finance Minister of Afghanistan, Ashraf 

Ghani, has also offered his country’s support for development of the 

Gwadar port, considering it as a gateway for the entire region to prosperity 

and growth.
179

 Pakistan needs to keep Afghanistan engaged to facilitate 

the smooth and economical running of the port. 

For the completion of discussion on the interests of various states in the 

Gwadar port with tremendous economic prospects the interests of Japan is 

also necessary to be discussed. 

 

Japanese Interests 

Japan is the third largest oil importer and fourth largest oil consumer in the 

world. Japan’s oil reserves are very limited and it entirely relies on oil 

imports. Japan imported about 5,032,000 barrels/day in 2007 according to 

the CIA’s World Fact Book 2008. Japan’s imports its oil from the OPEC 

countries. Japan imported 28% of its oil from Saudi Arabia, 25% from 

UAE, 12% from Iran, 9% from Qatar and 7% from Kuwait. 
180

 

For Japanese strategic considerations the pursuit for a continuous and 

secure flow of energy supplies is critical. Like other countries Japan is 
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also in search of alternate oil sources and oil routes. The rise in demand of 

oil world wide and especially from Asia originates Japan’s concerns, most 

particularly the demand of China, which has become the 2
nd

 largest oil 

consumer after United States.
181

In this regard Indian Ocean is of 

tremendous importance for Japan. Japan wants peace in the Indian Ocean 

region because of its entire dependence on the region for its oil and 

material imports.  

Japan’s security policy has greatly influenced by the rise of China as an 

increasingly powerful neighbor. Newly acquired nuclear power status of 

North Korea, and its strong military might is also forcing Japan for 

bringing changes in its security policies. Along with this are the serious 

issues of energy and maritime security that can put Japan in trouble. 

In April 2004, Japan came out with a policy document on Strategy and 

Approaches to Japan’s Energy Diplomacy. This document highlighted the 

following six points for Japan’s energy diplomacy.  

• Emergency Response Measures should be maintained and enhanced. 

• Friendly relationships with the countries of Middle East, other oil and 

gas producing countries and with all the countries along international 

shipping lanes should be maintained and enhanced. 

• Diversification of Sources of energy supply – and strengthening ties with 

such countries like Russian Federation for the Sakhalin project for 

instance; 
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• Diversification of energy sources – like creating an environment for 

further use of natural gas (e.g. Sakhalin project) as compared to oil; 

• Promoting energy saving, efficient use of energy, development and use 

of alternative energy and response to environmental issues; 

• Creating an environment for the enhancement of global energy security 

through reforms based on market principles in the energy sectors of the 

CIS members, Central and East European countries.
182

 

For the diversification of energy sources, Japan is competing to acquire 

equity stakes in the region of Caspian Sea, which has proven oil reserves 

of one billion barrels.  The Japan National Oil Company has offered to 

finance oil development project in the Caspian region.
183

Another area of 

importance for Japan is energy supplies from Iran. Japan is facing 

pressures form United States on the development of Azadegan project in 

Iran which is causing delay and is putting Japan behind in competition 

with China. USA is opposing dealing with Iran on the basis of its nuclear 

programme. 

Japan is largely concentrating not only on sources of energy but also on 

the security of maritime routes for the safe flow of oil trade from the oil 

producing countries like Middle East countries on which Japan’s oil 
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dependence is as high as 88 percent.
184

 The straits of   Malacca, Makassar 

and Lombok and to some extent Sunda are the lifelines to a smooth oil 

flow to Japan, particularly from the Middle East. The importance of Strait 

of Malacca for Japan lies in the fact that 2/3rds of crude oil tonnage 

passing through this strait from the Persian Gulf are specifically for Japan, 

South Korea and China.
185

 

Japan’s security alliance with US is the most important portion of Japan’s 

security strategy. The Initial purpose of this alliance at the end of World 

War two was the insurance of Japan’s security at its crises time when it 

was pursuing its minimalist security policy, but now it has become one of 

the reasons for Japan to move towards normalization. Aggravated by the 

United States, Japan’s security role within the partnership has 

considerably grown within the structure of the alliance. Japanese support 

to the US in war against Iraq got justification by Shigeru Ishiba ,the 

former Japan Defense Agency Director General, in the words that it would 

serve Japan’s national interests by bringing stability to the region from 

where Japan imports oil and also that this participation in war will 

strengthen the US-Japan alliance.
186

 

It can be interpreted that the security arrangements between Japan and 

United States are reinforcing mutually. Japan realizes that its inability to 

                                                 
184

 G.S. Khurana, Maritime Security in the Indian Ocean:Convergence Plus Cooperation 

Equals Resonance, Strategic Analysis, Vol. 28, No.3, Jul-Sep 2004 
185

 Barry Desker, “Stepping up safety in the Malacca Strait” The Japan Times, 23 

March 2005 from http://www.japantimes.co.jp/cgi-bin/geted.pl5eo20050323a1.htm 
186

 “Iraq Effort a Defining Moment for Japan: Troop Deployment Represents Tokyo’s 

shift from Pacifism,” International Herald Tribune, October 17, 2003, p.1. 



 

96 

play a more active role in the regional security as a prominent and 

dominant allay of United States will create the risks of nonexistence for 

Japan, and it is compulsory to be an ally with United States for its 

survival. As a result, Japan’s involvement in its security matters and in the 

United States plans for the region is increasing day by day. This 

arrangement got so much importance for Japan that it can not imagine a 

policy avoiding this arrangement in the near future. Japan also seeks 

United State’s support in dealing with the security challenges around it. 

For Japan United State’s support in the Asia Pacific region is important to 

play its role.  

Japan’s quest for oil dictates its policies in favor of oil from a Caspian 

export pipeline ending at the Indian Ocean.
187

 Therefore, it can be 

predicted safely that Japan will support the materialization of Gwadar port 

project. 

Japan will be the most worried nation, in addition to the United States, if 

Chinese opt to increase its presence in the Indian Ocean to control the 

routes to her vital energy resources. However, the economic interests are 

collaborating the countries recently and these two countries are too leaving 

their bitter past experience behind. Pakistan has to adopt confidence 

building measures to address all the fears of Japan in respect of port’s 

possible use harmful to Japanese interests. 
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Interests of Pakistan 

Strategically Pakistan has a very important location in the Indian Ocean 

region. Iran is on its west, with which Pakistan has good terms. India is on 

the east, which is seen as a potential challenger. In the north is China, 

which has been a close friend, and to the northwest is Afghanistan which 

has to be in friendly relationship with Pakistan for her economic- 

geographical dependence on Pakistan. Strategically, Pakistan’s location is 

also very important because it is placed in the neighborhood of the Persian 

Gulf and acquires a special significance due to the fact that about 40% of 

the world's oil tankers pass through the Strait of Hormuz 
188

.More than 

95% percent of Pakistan’s trade is sea-borne and Indian Ocean is the main 

passage of its SLOCs.
189

The Project of Gwadar port and its economic 

benefits is another big reason of interests of Pakistan in the Indian Ocean 

region.  

Sea routes are very important for the economic prosperity and survival of 

Pakistan. It was in 1980s when the importance of Balochistan coast was 

realized by the CIA because of its location near oil routes.
190

 Russia, 

before breakup, was in desire to expand towards the warm waters of the 
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Arabian Sea, for quite a long time.
191

 Iran and Pakistan were also hoping 

that Russia wanted approach to warm water ports.
192

On the other side, 

under the Chinese “go west” strategy, the western areas of China are 

undergoing a rapid economic uplift since 1999.
2
 Looking at the increased 

economic developments in the western regions of China, and the newly 

independent nations of Central Asia with their emerging economies, 

Pakistan, by realizing its strategic importance, decided to be a corridor for 

these nations. Pakistan’s placement at the crossroads of three sub-regional 

systems– Central Asia, South Asia and West Asia and the multilateral co-

operative frameworks of SCO, ECO and SAARC, became the strong 

reasons for the construction of a port at Gwadar to be a gate way for 

China, Central Asia, and Afghanistan. 

Rear Admiral Sarfraz Khan, The chairman of the Gwadar Port Authority 

said, “It was a long-standing desire of these states to reach warm waters 

and now we have ourselves offered this opportunity to them.”
193

 

With the fall of Taliban regime and end of the Gulf war, the political map 

of this region is changing and new political trends can be seen. The super 

powers and regional powers are in full glance to increase their influence in 

the region reinforced by the ever increasing demand for oil and gas. For 

example, United States is very effectively using the war against terrorism 
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for the achievements of its other interests like securing the energy 

resources of the Middle East and approach to the Central Asian resources. 

The economic and trade interests determine the order of the world now a 

days. Every country move forward with its own interests.  The United 

States and Pakistan’s relationship has been like a roller-coaster ride, 

marked by alliance and close partnership during the Eisenhower, Nixon 

and Reagan Administrations and cool or tense relations when Kennedy, 

Johnson, Carter and Clinton occupied the White House.
194

 This long and 

checkered relationship has its roots in the Cold War and South Asian 

regional politics of the 1950s.
195

 Present dictates of the GWOT have once 

again brought Pakistan back into the camp of the United States. 

In the region of Indian Ocean, the relationships between Pakistan and 

China are the strongest ones. These relationships are going to be further 

strengthening with the materialization of Gwadar port. For Pakistan, there 

is another very strong reason to keep good relations with China; Pakistan 

needs a strong regional ally to keep India away from getting influence in 

the region as regional power. 

Recently Pakistan has entered in composite dialogue with India to resolve 

the disputes between the two countries. It can be seen that if the disputes 

like Kashmir and Siachean are not dissolved but the two countries can 
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establish good working relationships for their economies enhancement. 

For the development of rail connections to Middle East, India is trying to 

convince Pakistan and other surrounding countries. India is very well 

awared that India’s connection to west Asia is impossible without 

Pakistan’s participation.
196

 Raja Mohan, an Indian scholar, says, “Whether 

we like it or not, normalization of relations with Pakistan holds the key to 

a successful ‘Look West’ policy. Whether it is in gaining overland access 

to Afghanistan and Central Asia, ensuring India’s energy security, 

expanding ties with the Gulf, or limiting the threat of Islamic extremism 

and terrorism in the subcontinent, co-operation with Pakistan is 

essential”.
197 Since long time Pakistan, India and Iran are working very 

hard to get a deal on gas and oil pipeline from Iran to India through 

Pakistan, the work on which is being started and is in process presently for 

Pakistan and Iran
198

 and hopefully will be extended to India. India and 

Pakistan are also trying to materialize Turkmenistan-Afghanistan-Pakistan 

(TAP) pipe line which will pump gas to India through Pakistan. 

There is optimism that economic co-operation will be established among 

all the states of Indian Ocean and Gwadar port can play a wide role in it. 

To materialize the dream of becoming the “Trade and Energy Corridor” 

and to utilize Gwadar port to its full economic potentials, Pakistan is 

focusing primarily on China and also other surrounding states to join 
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Pakistan’s endeavors. While answering to a question of the unique 

conditions of Pakistan to play the role as energy, trade and transport hub in 

an interview, published on 2 March 2006 in the Beijing Review, President 

Musharraf said:  

“Pakistan’s geography gives us a lot of advantage to serve as the 

‘corridor’ because it is the centre between South Asia, China, and Central 

Asian Republics. For anyone who wants to interact between these regions, 

it is not possible without Pakistan. We are very proud of the fact that that 

China has opened up to the outside world. It is investing in the world. But 

the country gets oil from Saudi Arabia and transports the oil all the way 

around to its east coast. The transport route is very long. China has trade 

relationships with Europe, Africa, the Middle East, and India also. How 

can China do all this through its east coast? China can go through 

Pakistan. Pakistan is conscious it can provide a link. Because of our 

friendship with China and Central Asian Republics, we would like to 

provide a short-cut route and contribute to all kinds of trade and energy 

co-operation. Therefore, I call Pakistan the trade and energy corridor of 

the region”.
199

      

Pakistan is offered by Iran to access Russia and Central Asia through its 

land for trade, while in return it demanded access to China through 
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Pakistan’s KKH.
200

 India also has the desire to access western China, 

Central Asia, Iran and Afghanistan through Pakistan. However, from 

Pakistani point of view it is dependent on the improvement in political 

relationships of the two countries and on the resolution of conflicts. It is 

reported that Saudi Arabia has also the desire to use Gwadar port to access 

China for its energy supplies.
201

 It can be very strongly predicted that on 

its successful realization, Gwadar port can play a vital role in bringing 

regional integration and will be able to create a web of regional 

interdependencies. 

In considering the problems in Gwadar port to be operational one can say 

that the most serious problem to the realization of Gwadar port is the 

continuous unrest in Balochistan and violence in Gilgit-Baltistan. Without 

solving this problem Pakistan can not serve as energy corridor to China 

and Central Asia. Violence directly affects confidence of investors, and it 

also affects the implementation of infrastructural projects, especially the 

pipelines, roads and rail links. Therefore, the success of Pakistan in 

dealing this insurgency will provide the base to the success of Gwadar 

Port Project. To approach Central Asian states Pakistan has to hurry as 

Iran is establishing Chabahar which can compete effectively with Gwadar. 
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 Interest and response of the United States’ in the port project can heavily 

affect both the materialization of the port project as well as the 

stabilization of the strategic situation in the area, which needs to be 

discussed. 

GLOBAL WAR ON TERRORISM (GWOT) AND 

GWADAR PORT  

It was in the aftermath of 9/11 incidence that the US & NATO troops 

invade the mountains of Afghanistan in 2001. The attack was based on the 

intelligence reports of the presence of Osama bin Laden in the area. Since 

this military march into Afghanistan was very notorious United States 

rationalized it by the theme of extremism and terrorism out of proportion. 

The fact is that the purpose of United States was to control both the 

tremendous natural resources of Central Asian states as well as the trade 

routes for it, not to arrest Osama bin Laden or to finish the Taliban rule. 

Massive operations in the north-west of Pakistan are in progress by the 

Pakistani army against Talibans. The security in the country is highly alert 

for the stoppage of possible suicide attacks. It can not be predicted that 

when this war will be the ended? In Balochistan the conflict started when 

security forces were targeted in the name of backwardness in June 2002. It 

got speed with the completion of the first phase of the Gwadar port project 

in 2005. The Balochies attacked a number of Chinese Engineers as they 
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were taking the project as a threat to their interests.
202

 In 2005 the Chinese 

Premier did not come for opening ceremony of the Gwadar port because 

of the unreliable security conditions which made the situation even 

worst.
203

 All this was revolving around the development of Gwadar deep 

Seaport and transit trade route. 

This unrest could have been stopped to Balochistan only but the decision 

to extend the KKH-II put the province of Khyber Pakhtoon Khwa(KPK)  

also in the same circle. The girl’s schools and colleges were destroyed in 

the name of Shariah in the whole province and FATA areas. These 

insurgencies started when China gave decision for up gradation of KKH to 

connect Gwadar port to western China passing from Gilgit to Kohat via 

Chitral, Dir and Swat.
204

 This project agreement was not welcomed by 

some countries like USA, which was taking it as a threat to its own 

strategic interests in the exploitation of the resources of Central Asian 

States.  India was also taking it as a danger to its security. The economic 

interests and trade of the surrounding countries were also going to be 

greatly affected by the construction of Kashgar-Gwadar trade route.  

China also started laying rail-link from Shanghai to Kashgar 

simultaneously. The issue of backwardness and provincial rights were 
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raised in Balochistan to stop Chinese access to Arabian Sea through 

Gwadar port. In this regard these countries wanted to stop Pakistan from 

utilizing the economic benefits of Gwadar port. Same strategy was applied 

to the tribal areas and KPK also.
205

  

All this became possible by keeping in mind that the people of the area are 

emotionally attached to Islam and the cultural environment is suitable for 

the propaganda of the theme Islamic extremism. Osama bin Laden & Al-

Qaeda leadership was tremendously exaggerated  

This is the beginning of a new great game for access to Central Asian rich 

resources. USA, Iran and Russia are old players in the game and India 

may be the new one. It will be very right to predict that India would try to 

create problems in Gwadar port to become a hub port. 
206

Strong evidences 

are there that India is a part of planning and implementation of various 

acts to spread terrorism in Balochistan province of Pakistan by setting up 

26 consulates in Afghanistan along the western border.
207

   

The suicide bombings inside Pakistan have been a source of continuous 

nuisance not only for Pakistani nation but also a cause of grave concern 
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for the whole world. Pakistan’s Army, courts and ISI are continuously 

targeting by the terrorists causing great losses to life and property. As a 

result of war on terrorism, Pakistani security forces are attacked on two 

fronts, they are confronting the suicide bombers within the cities on one 

hand, and they are fighting with terrorists in the tribal areas on the other 

hand. These are not only the security forces who are suffering, but the 

whole nation is in loss in many respects. First and the foremost is in the 

form of death and disabilities caused due to bombings whether it is on the 

war front or in the form of suicide attacks in the cities. It has to be noted 

here that it carries with it huge repercussions in the form of loss of bread 

earners in the families resulting in ruining of the future of the whole 

family. Second very important aspect is the anxious state of mind people 

are living with. It has resulted in psychiatric illnesses not only among 

bereaved families but also the general masses. This fear that bomb can 

blow us apart any moment or a missile can hit the house any time are 

driving thousands towards psychiatric clinics. Last but not least is the 

economic repercussions in the form of loss of consumer confidence and 

decrease in the investor’s sentiments, whether domestic or foreign, 

resulting in ever deteriorating economic indicators. Even than, the media - 

aspirant for the slot of fourth pillar of democracy - is terming it “Pashtun’s 

revenge,” diverting from the real issues in the background of this whole 

drama. The fact is that from Israel and Indian forces trained militants, 

supported by United States are in war with Pakistan Armed forces in Swat 

region and tribal areas. Pakistan had to started these operations in Swat 
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and Tribal areas other wise the situation would be even worst. The 

government of Pakistan several times attempted to send peace delegations 

to these areas for bringing peace but the militants supported by India and 

United States do not want any peace or any Islamic nizam in the area. 

 The purpose of India is to stop Pakistan from providing a short and safe 

transit trade route to Central Asian States. With the construction of 

Gwadar port, India started helping Iran to construct Chabahar port very 

next to Gwadar. The location of Gwadar port and Chabahar are the same 

and that will be available to India for its trade with Afghanistan and 

Central Asian States as Iran has road links with these countries. India is 

also helping in construction of supporting infrastructure. United States 

have also financed a Ring Road connecting Kabul to Chabahar through 

Herat.
208

 Zaranj-Delaram highway is also being successfully completed 

which connects India with Central Asia.  It links Zaranj, which lies on 

Afghanistan’s border with Iran, to Delaram, situated on the “garland 

highway”. The garland highway links Kabul, Kandahar, Herat, Mazar-e-

Sharif and Kunduz.
209

 

China soft rise strategy is adopted specifically for its economic 

development according to China but United States is considering it a 

threat to its supremacy. United States is taking China as its future rival and 
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is showing concerns about China’s growing military might.
210

 The 

international situation is changing continuously but there is no change in 

Pakistan-China friendship.  China has always helped Pakistan in its 

economic development. China is helping Pakistan in various fields, from 

construction of nuclear power plants to the construction of roads, dams, 

and rail links. China is also helping in industrial developments, and off 

course is the helper in construction of the mega project of Gwadar port 

which can change the faith of Pakistan. In return Pakistan can help China 

by opening it to the world oil market through Arabian Sea to continue its 

economic growth, especially to the resources of Central Asian States and 

by providing shortest and safest route to imports from Gulf region. By 

approaching the resources of Central Asia China can achieve its economic 

objectives in five years instead of twenty five years.
211

 

The construction of Gwadar port is advantageous for China in many 

respects. The most important advantage is to utilize it in Chinese go west 

policy, i.e the opening of its western region to world markets. It can be 

very easily said that Gwadar port will play a vital role in China’s Foreign 

Trade route in future. The Karakoram highway is already connecting 

western China to Pakistan. From Swat onwards a complete network of 

roads is available linking all these cities to Indus Highway through 
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Peshawar and Kohat.
212

 With further expansion and upgrading of this 

road, proposed linkages to Gwadar will take place via planned Kohat 

tunnel, Tank, D.I. Khan, Taunsa, D.G. Khan, Rajanpur, Kashmore, 

Sikarpur, Ratodero, and Khuzdar.  The section of Motorway (M-6) and 

Motorway (M-8) will link D.G. Khan to Ratodero and Ratodero to 

Gwadar, respectively.
213

  It will be the shortest and safest route connecting 

Gwadar to Western China. 

Gwadar port is being anticipated to be a place of great strategic 

importance that will give boost to Pakistan’s economy tremendously 

resulting in uplifting the living standards of the people. However, it is not 

acceptable to US, India and other countries. This is apparent from the fact 

as sooner as Pakistan Army initiated a military operation against Talibans 

in the tribal areas; the propaganda in the press was spread that the nuclear 

assets of Pakistan will be the next target.   

The term “Talibans” is used for those who are suicide bombers, who are 

destructing girls’ schools, and who are the killers of innocent children. 

The whole process is termed as ‘Talibanization”.  But the fact is that the 

purpose behind the creation of Talibans was to control the trade route from 

Qandhar to Herat and Central Asia. This trade route is still bone of 
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contention and the construction of Gwadar port has provided new bases to 

further intensify the issue 

Nobody can predict when will this process end? The tribal areas are still 

on fire. Many Afghanis are being arrested in Swat operation which shows 

that Afghans are involved in spreading unrest in Pakistan. The arms and 

ammunition are provided by these Afghan war lords to the militants 

working in Pakistan. The presence of the US and NATO forces in the area 

shows that they are playing game. Billions of dollars are being spent by 

US but went all in vain without giving any profit. Iranian port of Chabahar 

can only serve for India or US if there is peace in the region. This entire 

unrest is because of the wrong policies of America.  

MAJOR FINDINGS FROM THE PRIMARY DATA 

Table 3: Long lasting political tensions and competition for scarce 

resources as a base of instability in the region 

Crosstab

44 6 50

88.0% 12.0% 100.0%

49 1 50

98.0% 2.0% 100.0%

93 7 100

93.0% 7.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

yes No

Will long last ing

polit ical tensions and

competition for scarce

resources, especially

f or energy  in the region

of  Indian Ocean, create

regional instability?

Total

 



 

111 

 

88% of the government servants and 98% of the business community 

responded that war for oil will create instability in the region of Indian 

Ocean. Energy demand worldwide is increasing day by day while there is 

a gradual decrease in energy resources. This demand is very high in the 

speedily developing economies like India, China and Japan. Central Asian 

region got a lot of importance regarding its energy resources. This war for 

oil and gas can create instability in the region of Indian Ocean as this is 

the main transporting route for energy. China is investing in the mega 

project like Gwadar as it can transport its energy through Gwadar port 

avoiding the dangerous strait of mallacca. Through Gwadar port China can 

also have a check on its Sea Lanes of Communications. India wants to 

approach Central Asian region for energy but it has to pass through 

Pakistan. India and Pakistan have the security problems since long. India 

considers the approach of China to Arabian Sea a threat to its own 

interests. In such a scenario there are greater chances of instability in the 

region 
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Figure 6: Bar chart of primary data showing the response to the long 

lasting political tensions and competition for scarce resources as a 

base of instability in the region 
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Chi-Square Test result shows that x2(2, n=100) 3.840, P> .05, means that 

there is no significant difference between the opinion of government 

officers and businessmen 
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Table 4: The stability of the unipolar world  

 

Crosstab

15 35 50

30.0% 70.0% 100.0%

17 33 50

34.0% 66.0% 100.0%

32 68 100

32.0% 68.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

1.00 2.00

Is the unipolar world

stable?

Total

 

70% of government servants and 66% of the business community 

responded negatively. The reason behind this query was that USA as a 

single super power is interfering in the internal affairs of the countries 

especially those which are either resource rich or act as transit points for 

the transportation of these resources. The response clearly indicates that 

worries are still there that Gwadar port will take a little time in 

materialization as USA will never accept the approach of China to the 

Indian Ocean through Gwadar port. USA considers the entrance of China 

to the Indian Ocean as a threat to its own interests. USA has strong 

military might in the Indian Ocean and is controlling all the Sea Lanes of 

Communication. Through Gwadar port China will not only able to 

transport its energy from Persian Gulf and Middle East through land route 

of Karakuram High Way but will also be able to have a check on its 

SLOCS by having a military base at Gwadar which goes against USA. In 
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such a scenario there are greater chances of instability in the world as no 

country will allow the interference of a level which can hinder their 

economic growth. 

Figure 7: Bar chart of primary data showing the response to the 

stability of unipolar world 
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The result of Chi Square Test shows that x2(2, n=100) .184 P> .05, means 

there is no significant difference in the opinions of businessmen and 

government servants. 
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Table 5: The most important factor that is hindering Gwadar port 

from becoming operational 

Crosstab

23 14 4 9 50

46.0% 28.0% 8.0% 18.0% 100.0%

8 33 9 0 50

16.0% 66.0% 18.0% .0% 100.0%

31 47 13 9 100

31.0% 47.0% 13.0% 9.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

The polit ical

instability  in

Baluchinstan

Political

instbility  in

the country

Political

instability

in the

region Any  other

What is the most important factor that is hindering

Gwadar port f rom becoming operat ional?

Total

 

46% of the government servant thought that it is because of instability in 

Baluchistan while 66% of the businessmen chose the instability in the 

country as the important factor that is hindering Gwadar port from being 

operational.  

The government servants are with the opinion that the problem of 

Baluchistan is the major problem and the development of Gwadar port is 

blocked by the militant activities in the name of provincial rights. If this 

would be the major problem this could be solved by the government by 

offering special packages for Baluchistan. Pakistan is suffering since long 

time because of the lack of honest leadership. The major powers are taking 

advantage of it. Whenever Pakistan moves a step ahead in the 

development of Gwadar port, it faces a new political problem which push 

it back many steps. The first phase of Gwadar port is completed in 2005 

but it is still waiting for trade. Pakistan could have taken a lot of economic 
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benefits from it but the political pressures from the surroundings and from 

super power is stopping Pakistan to utilize this mega project for the 

enhancement of its economy. 

Figure 8: Bar chart of primary data showing the response to the most 

important factor that is hindering Gwadar port from becoming 

operational 
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The result of Chi-Square Test shows x2(2, n-=100) 25.862, P<.o5, means 

there is significant difference in the opinions of businessmen and 

government officer.  
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Table 6: Gwadar  port as threat to India 

 

Crosstab

2 16 32 50

4.0% 32.0% 64.0% 100.0%

8 15 27 50

16.0% 30.0% 54.0% 100.0%

10 31 59 100

10.0% 31.0% 59.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

India wants to

approach

CARs through

Chahbahar

India does not

want Chinese

entrance in

Indian Ocean

Economically

stable

Pakistan is a

threat to India

Is Gwadar port a threat to India?

Total

 

 

64% of the government servants and 54% form business community 

responded that the economically stable Pakistan is threat to India. India 

and Pakistan are rivals to each other since the day of independence. They 

had wars three times and are always ready to raise guns against each other 

any time. Economic stability provides strength to the country both 

politically and strategically. Gwadar port has greater chances to provide 

boost to the economic development of Pakistan and definitely India is 

considering it a threat to its own interests in the region. 
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Figure 9: Bar chart showing the response to Gwadar  port as threat to 

India 
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The result of Chi Square test shows x2(2, n=100) 4.056, P> .05, means 

there is no significant difference in the opinions of businessmen and 

government officer.  
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Table 7:  Response of Iran to the fully operational Gwadar port 

 

Crosstab

18 20 8 4 50

36.0% 40.0% 16.0% 8.0% 100.0%

15 35 0 0 50

30.0% 70.0% .0% .0% 100.0%

33 55 8 4 100

33.0% 55.0% 8.0% 4.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Will Iran take

advantage of  it

to minimize its

isolat ion

Will Iran

consider it as

a rival to port

of  Chabahar

It will hav e no

ef f ect on Iran Any  other

What will be the response of  I ran to f ully  operational Gwadar

port?

Total

 

 

40% of the government servants and 70% of the business community 

replied that Iran will take Gwadar port as rival to its port of Chabahar. 

As China constructed Gwadar port at Pakistan, India constructed the port 

of Chabahar at Iran. India wants to approach Central Asian States for their 

energy resources through the port of Chabahar. Pakistan hopes that 

Central Asian States will choose Gwadar port as their exit point to the 

world market while Iran hopes the same for its port of Chabahar. Gwadar 

port is a deep sea port and can accommodate larger vessels than Chabahar. 

Iran also has established good relationships with the Central Asian States 

and is willing to provide them the exit point for trade. Competition is their 

whether Central Asian states will adopt Gwadar port or Chabahar for its 

openness to the world market. 
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Figure 10: Bar chart showing the Response of Iran to the fully 

operational Gwadar port  
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. 

 

The result of Chi Square test shows x2(2, n=100) 16.364, P< .05, means 

there is significant difference in the opinions of businessmen and 

government officer.  
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Table 8: The effect of  Pakistan’s role as energy corridor on the region  

Crosstab

26 15 4 5 50

52.0% 30.0% 8.0% 10.0% 100.0%

36 8 6 0 50

72.0% 16.0% 12.0% .0% 100.0%

62 23 10 5 100

62.0% 23.0% 10.0% 5.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Would it

succeed in

creating a

web of  

interdepen
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Would it

impact on

conf lict

resolution in

the region

Would it

give birth to

regional

conf licts Any  other

To of fer itself  as trade and energy corridor, Pakistan is

making ef f orts to link Gwadar port  with Central Asia,

Af ghanistan and Xinjiang through Karakuram highway.

On realization, what will be its ef f ects?

Total

 

 

52% of the government servants and 72% of the business community 

replied that Gwadar port will succeed in creating a web of 

interdependencies among the regional countries. 

Nations are coming closer for their economic interests in the 21
st
 century. 

With the rapid growth of industrialization and globalization the 

interdependencies among the nations are increasing day by day. Asia is a 

fertile region and trade is developing with high speed in this region as 

compare to the other regions in the world. Gwadar port is situated at such 

a place geographically that it can be a common point of trade for different 

regions and thus can create a web of interdependencies. 
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Figure 11: Bar chart of primary data showing the response to The 

effect of  Pakistan’s role as energy corridor on the region  
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. 

 

The result of Chi Square test shows x2(2, n=100) 9.143, P< .05, means 

there is significant difference in the opinions of businessmen and 

government officer.  
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Table 9: Trends that can mostly affect the development of Gwadar 

port in future  

 

Crosstab

10 10 30 0 50

20.0% 20.0% 60.0% .0% 100.0%

34 12 3 1 50

68.0% 24.0% 6.0% 2.0% 100.0%

44 22 33 1 100

44.0% 22.0% 33.0% 1.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

High

involvement of

USA in the

internal af f airs

of  Pakistan

The

expansion

and

modernization

of  the ports in

the region

Pakistan"s

participation

in GWOT Any  other

What are the trends that  can af f ect the most the development of

Gwadar port in the future?

Total

 

60% of the government servants chose Pakistan’s participation in war 

against terrorism as the most important factor that can affect the 

development of Gwadar port negatively while 68% of business men chose 

the option of high involvement of USA in the internal affairs of Pakistan 

as the most important factor. 
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Figure 12: Bar chart of primary data showing the response to the 

Trends that can mostly affect the development of Gwadar port in 

future 
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The result of Chi Square test shows x2(2, n=100) 36.364, P< .05, means 

there is significant difference in the opinions of businessmen and 

government officer.  
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CHAPTER 3 

ECONOMIC POTENTIALS OF GWADAR PORT AS 

HUB PORT 

INTRODUCTION 

The revenue generating potentials of ports have transformed the role 

played by ports in contribution towards raising the economies in the form 

of trade enhancement. Daniel Y. Coulter (2002) writes, “In an era of 

economic globalization, ports are evolving from being traditional 

interfaces between land and sea to providers of complete logistics 

networks.”
214

 The successful hub and transshipment ports through out the 

world are earning huge revenues for the countries having them. However 

every port can not be a hub port, it needs to qualify some conditions like 

excellent geographical location, great area for extension of terminal 

facilities, to be able to handle large ships safely, efficient operations for 

container handling, availability of frequent feeder services, attractive 

charges for cargo handling and quick turnaround time.
215

 

With the rapid growth in world trade, seaport container terminals have 

undergone dramatic changes. With the use of mega container ship, 

establishment of an efficient hub seaport network needs to speed up. At 
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the same time, to cater to the cargo owner’s demands of better service at 

lower costs, mega container ships with 6600 TEU were being put into use 

in 2002 with the expectation that ships of even larger capacities of around 

10000 TEU ~15000 TEU would start sailing the waters in 10 years. Many 

countries are planning to build more hub seaports with larger and deeper 

berths in order to provide services to newer types of vessels.
216

  

Hub port may be defined as “a single focused point for the collection of 

numerous trades”
217

. 

The organization of complex systems defined by the hub & spokes system 

has proven to be effective and efficient in many contexts ranging from 

social organizations, to production systems, to transportation.
218

 

The location of Gwadar port is very important strategically. It is on the 

gate way of two resource rich regions of Central Asia and Middle East. A 

huge consumer market of Asia with over one third of world population can 

access these states via shortest route through Gwadar port. To fulfill the 

requirement of a hub port and to cope with the ever growing world trade 

as a result of globalization- about seventy percent transported through 

containers- modern cargo handling facilities are being provided at 
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Gwadar. This study strongly argues that Gwadar port has the ability to 

perform its role as a hub port for the entire region and will attract large 

amount of trade. 

In this chapter, the salient features of a hub port will be discussed in detail. 

As Gwadar port is not yet operational, its economic potentials are 

estimated on the basis of economic activities in the other hub ports in the 

region. Gwadar port is being compared with other regional ports like 

Dubai, Salalah, and Iranian Ports of Bandar Abbas and Chabahar to draw 

parameters for its competitiveness. Gwadar port will not only compete for 

container traffic but has also the purpose of providing an exit to the energy 

resources of Central Asian States. Bandar Abbas and Chabahar, The two 

Iranian ports, are the strong competitors in this regard and these are 

analyzed to draw similar parameters. The ports of Pakistan, Karachi and 

Bin Qasim ports are also the competitors for domestic trade and these two 

are also discussed in the same context. To explain the potentials of 

Gwadar port as hub port it is important to discuss the competition of all 

these ports among each other. The potentials of Gwadar Port for transit 

trade, transshipment container/non container, National import/export, local 

industrial development and Gwadar industrial development are discussed 

in detail to elaborate the economic benefits Pakistan can earn from an 

operational Gwadar port.  
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HUB PORT AND ITS BENEFITS 

It was the Federal Express’s courier service who introduced the Hub and 

spoke transport service and was adopted next by airlines.
219

 Persons, 

freight and parcels are transported to a central hub and then to different 

areas through a network of spokes under a hub-and-spoke transport 

arrangement. As a result of globalization the shipping industry have 

adopted this arrangement speedily and world can see the emergence of a 

lot of hub ports connected to smaller feeder ports. The introduction of 

container shipping has further strengthened this arrangement.
220

 

In shipping industry this arrangement is based on transshipment of goods 

(from one ship to another) and “feedering” of these goods to other regional 

ports through shipping as shown in figure
221

.  
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Figure 13: Transshipment between feeder and mother vessels 

Maritime Hub-and-Spoke Transport 

 

  

About 25% of containerized cargo is transshipment and it can be seen that 

this percentage will be increased in future. 

 “A hub port is a container port that provides terminal and marine services 

to handle and facilitate the transfer or transshipment of containers between 

feeder and mother vessels in the shortest possible time.”
222

  

Among the requirements of a transshipment hub, the most important one is 

its strategic position – The transshipment hub should have a location that it 

can reduce the steaming time for ships. To have a favorable location for 

transshipment hub, the following points are involved. 
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It should be close to the trunk routes which can minimize the deviation 

time, it should allow shortest trunk-haul transit time, it should be capable 

for the use of fastest feeder services for surety of door-to- door movements 

for various spots and should be time and cost competitive with alternative 

direct shipping.
223

 Some additional qualities which can attract users are, 

adoption of advanced IT technologies, 24 hours service, facilities of all 

supporting activities, and availability of all services required by 

customers. In addition it must be cost friendly and should provide some 

savings to them who want to chose it for their business.  

Good infrastructure is another element in the success of a hub port. It is 

estimated that the poor infrastructure accounts for more than 40 percent of 

predicated transport costs. It is estimated that there is decrease in trade 

volume by 28% and increase in transportation cost by 12% if the 

infrastructure declines from 50% to 75%.
224

It is also analyzed that the rate 

of growth of both manufactured exports and GDP per capita reduces with 

the increase in shipping cost
225

. Transport costs can be minimized by 

providing quality onshore infrastructure. The most important factor that 
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affects the transportation costs is the distance. There is 20% increase in 

maritime transport cost by 100% increase in distance.
226

 

Port efficiency also counts a lot in hub and spokes system. Shipping costs 

reduce by 12% if the efficiency of the port increases by 25%.
227

Port 

efficiency is one of the main factors of maritime transportation and hub 

ports all over the world are working at their best possible efficiency and, 

therefore, are a very useful instrument in the development of country’s 

economy. The Internet and wireless communications have facilitated both 

operational as well as transactional management of operations and logistic 

services, making increase in efficiency of a hub port possible, with the aim 

of getting maximum benefit out of the opportunities offered by 

transshipment.  

Hub ports are established not only for the reduction of cost of collection 

and distribution of containers moved by large container vessels to/ form 

different smaller ports , but its objectives includes the improvement in 

delivery of cargo in-time, reduction in transit inventory, and making of the 

whole process of moving containerized cargo more easy and faultless.  In 

other words, the purpose is not just to reduce origin-to-destination 

transport and handling or transfer costs but to make the whole supply 
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chain, including all involved transactions, more efficient and more 

responsive to the ever-changing market place. 

Hub ports will be successful if the financial benefits are more than the 

additional costs like cargo handling costs, port charges and any extra 

distance traveling. The attainment of economies of scale is a must for hub 

ports along with the provision of logistic chains. Among the benefits of a 

hub port the most certain one is the income generation by double handling 

of containers. Hub ports also provide direct access to line haul service to 

domestic traders and therefore reduce their cost and time to/from overseas 

markets. Reduction in transportation time directly affects the 

competitiveness of traders positively by reducing their costs. The 

reduction in cost further generates income and enhances employment 

throughout the nation. It is a common practice in the developing countries 

to open free trade zones in the locality of hub ports to increase and 

facilitate trade. To exemplify one can consider the port of Jebel Ali of 

UAE which is creating enormous economic activities as a result of an 

associated free trade zone in conjunction of the port. The comparatively 

new port constructed in 1979 is having 67 berths now and 100 shipping 

lines are serving it. Around eighty five countries have started their 

operations through about 1,450 companies in the provided free trade zone 

in port area
228
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Hub port is a product of globalization and outsourcing. Globalization of 

trade and outsourcing requires both the ability to effectively manage 

logistic chains and change their structure and/or direction to respond to the 

new technology, markets, and economic conditions.  

PROSPECTS OF GWADAR PORT AS HUB PORT. 

The Asian Development Bank (ADB) wanted a hub port outside the 

Straits of Hormuz.
229

 The geography of Pakistan is supporting Gwadar 

port to act as a hub port. Pakistan is linking   Central, West, South, and 

East Asia and ties the surrounding regions in a web while acting as a hub 

for trade.
230

 This significance of the geography of Pakistan was perfectly 

presented in June 2006 by the former president Pervaiz Musharraf, in a 

statement, "Pakistan provides the natural link between the Shanghai 

Cooperation Organization (SCO) states to connect the Eurasian heartland 

with the Arabian Sea and South Asia---We offer the critical overland 

routes and connectivity for mutually beneficial trade and energy 

transactions intra-regionally and inter regionally".
231

 Being a part of 

Indus Valley Civilization, Pakistan has been used as a trade route, between 

China and rest of the world.
232

 In the new concept of a globalization and 

increase in communication means and diversification of the transportation 
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conveniences, Pakistan has got more significance. The importance of 

Gwadar is linked with trade and energy wealth of its surrounding countries 

in geo-political reference. Its 600 kms long Makran coast lies at close 

proximity to the Straits of Hormuz and is in connection with the Gulf 

region which has more then 60% of oil and 25%
233

 of world gas reserves, 

making it a very attractive location for both East and West. As Gwadar is 

providing the shortest route to the Central Asian States to the Arabian Sea, 

having over 23 billion tons of oil and 3000 billion cubic meters
234

 of gas, 

has created new geographic imperatives for Gwadar. Because of its 

geographical location, Gwadar seaport will serve as a trade transit point 

for Afghanistan, Central Asia and Middle Eastern countries. Gwadar is 

2,500 km from Xinjiang while its distance from China’s eastern seaboards 

is 4,500 km. China wants Gwadar port to be the transit point for Xinjiang. 

For China’s interior regions it is more feasible and cost friendly to carry 

trade through Gwadar port. 
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Figure 14: Map showing the shortest route from western China to 

Gwadar 

 

Port of Singapore Authority (PSA) is being chosen to operate Gwadar 

port. An agreement is being signed between the Gwadar Port Authority 

(GPA) and a subsidiary of the PSA the Concession Holding Co (CHC). 

$550 million will be invested by The CHC in Gwadar port.
235

This 

agreement is for forty years and regulates the rights and obligations of 

both parties. The GPA will receive revenues from the PSA.  

Having the population125, 000, Gwadar town is going to be a hub of 

economic activities like shipping, commercial and industrial activities. 
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Gwadar port with modern approach, new technologies, well 

communication links and excellent offshore infrastructure would attract a 

lot of countries from Asia, Africa and Asia Pacific for trade. If all the 

requirements are provided at Gwadar port than it can earn as much as $60 

billion per year for Pakistan only from transit trade.
236

 

PHYSICAL DEVELOPMENT OF GWADAR PORT 

Gwadar port is decided to be constructed in two phases. 

Phase-I 

In 2001 an agreement was signed between Pakistan and China for the 

development of phase I of Gwadar port. It was decided that phase I will be 

constructed with the amount of $248 Million out of which China will 

provide US $ 198 million and government of Pakistan US $50 million. 

It was 22
nd

 March, 2002 when the construction was started. Chinese 

Harbor Engineering Company have constructed the first phase of this 

wonderful project within the given time period. 
237

This port is 14.5 meters 

deep and has five kilometer long channel. It has currently 200 meters wide 

three multipurpose berths. At present the port can handle up to 50,000 

deadweight tons bulk carriers. 
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Figure 15: Picture of Gwadar port 

 

Phase–II  

Phase II of the project is planned to be undertaken after the first phase 

being operational. The system of BOT - Built Operate Transfer- and BOO 

-Built Operate Own- is being adopted for the construction of Phase II 

through the private sector. The cost of Phase II of Gwadar port project is 

estimated at US$600 million. China is also going to participate in second 

phase of Gwadar port. The construction of four container berths, one grain 
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terminal one bulk cargo terminal, one Ro-Ro terminal; and two oil 

terminals are included in phase II of the project.
238

 

Port Associated Infrastructure 

Along with the construction of Gwadar port there is a complete plan for 

the construction of supporting infrastructure.
239

 Gwadar Development 

Authority is already being established to work with Gwadar Port Authority 

by the government of Pakistan to accelerate and unite all the activities 

related to the completion of this big project. The population of Gwadar is 

forecasted between 400,000 to 500,000 in about five years and a 

population of above 1.5 million in 2020.
240

The following major 

infrastructural projects may positively impact the success of Gwadar port. 
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Figure 16: Picture of Gwadar showing entrance to Gwadar Industrial 

State 

 

Road Links 

The development of Gwadar’s hinterland connections is crucial for the 

success of port. Pro-active actions are needed to secure the timely 

completion of the key roads and railway projects. 

Makran coastal highway (M-10):   

The very important road from Gwadar to Karachi, the Makran Coastal 

Highway, which is 700 kilometrs is completed simultaneously with the 

first phase of the port. This road is the lifeline of Gwadar port project. The 
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road also links the ports of Ormara and Pasni along Gwadar to Karachi. 

The government of Pakistan is planning to extend it to Iran in the future. 

The highway has reduced travel time to Karachi from 48 hours to only 7 

hours only.  

Gwadar-Ratodero Project (M-8):  

It connects Gwadar to Turbat, Khuzdar, Shadadkot and ratodero. It links 

Gwadar to the Indus corridor and is critical to enhance Gwadar 

competitiveness for import and export traffic. 

Baima-Sorah-Quetta_Chaman link: 

To attract reasonable amount of business from Afghanistan like Transit 

Trade or container cargo to the port of Gwadar, road connection from 

Chaman to Afghanistan is a considered pre-requisite. In this way total or 

part of Afghan transit trade can be shifted to Gwadar Port. US$500 million 

is already provided by the Asian Development Bank for the construction 

of roads connecting Pakistan with Afghanistan and Central Asian States. 

However, there is delay in this process because of the instable political 

conditions in Afghanistan and domestic disturbance in Pakistan.
241

  

It is also planned to develop rail links like road networks. Road links, rail 

links and development of dry ports are the basic requirements of 

promoting trade in a country. In this regard, to forward a step, Different 

interested companies were invited for the preparation of feasibility report 
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by Pakistan Railways. Two companies were short listed by Pakistan 

Railways, one a joint German-Austrian company, ILF Consulting 

Engineers, and other a Chinese company to give their feasibility report for 

1000-kilometer rail-track between Pakistan and Xinjiang.
242

 750 kilometer 

long railway track will start from Havalian, a small town near Abbotabad 

in the province of Khyber Pakhtoon Khwa up to Pak–China border at 

Khunjerab within Pakistan.  250-kilometer track will be constructed inside 

Xinjiang, the Chinese western region.
243

There will be a lot of hurdles in 

the construction of this track especially the mountainous terrain and poor 

condition of soil. Experts say that at minimum ten years will be required to 

complete this project. Regarding the cost of construction, it would be as 

costly as similar mountainous terrain in Tibet, which cost US$5 million 

per kilometer. This simply shows that the construction of a rail track from 

Havelian to Xinjiang will cost US$5 billion, an enormous financial 

commitment.
244
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Figure 17: Map of Pakistan showing road connections 

 

 

OIL AND GAS PIPELINES 

The probability to use Gwadar port as energy corridor was initially found 

out in early 2000. Sui Southern Gas Corporation of Pakistan gave a 

presentation to the than president of Pakistan. This concept energy 

corridor was analyzed in detail in four summits in different countries one 
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after the other.
245

 As a result for transporting oil and gas from energy rich 

resources areas to the energy consuming areas, particularly the Asian 

rising industrial countries, three main oil and gas  passageways were find 

out feasible. The first route is the North-South Oil Corridor, which will be 

connecting Middle Eastern region and Central Asian region through 

Gwadar deep sea port in Pakistan to China. This passageway is having the 

potentials to be a transit way and supply route to various countries of 

South Asia, East Asia and Africa. The second corridor is the East-West 

Gas Corridor, connecting India with Middle East through Pakistan. The 

connection of China and other Southeast Asian countries will also be 

possible for meeting their demand of oil and gas. The third corridor is the 

North-South Oil and Gas Corridor, feasible for the connection of India 

with Central Asia through Pakistan.
246
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Figure 18: Turkmenistan -Afghanistan -Pakistan Gas Pipeline (TAP) 

 
 

Turkmenistan -Afghanistan -Pakistan Gas Pipeline (TAP) a project of 

US$4 billion is under discussion. This 1435 kilometer-long pipeline will 

run 145 kilometer in Turkmenistan, 735 kilometer through Herat and 

Kandahar in Afghanistan, and 555 kilometer in Pakistan up to 
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Multan.
247

This pipeline will supply natural gas of Turkmenistan to the 

world markets
248

.  

The final decision for the construction of this pipeline was taken during 

Taliban regime in Afghanistan and is continued during Hamid Karzai 

government. However the security conditions in Afghanistan are hindering 

this project from implementation. India and China will be the most 

beneficial countries of this project. In May, 2007, India showed her 

interest in joining this project with the support from United States, through 

Asian Development Bank (ADB). The Asian Development Bank is at the 

same time working on the feasibility of its northern route, which is 

supposed to pass from Mazar-i-Sharif and Kabul in Afghanistan, to 

Peshawar and Lahore in Pakistan and on to Baikane of India.
249

 On this 

basis it was renamed as Turkmenistan-Afghanistan-Pakistan-India (TAPI) 

Gas pipeline. This northern route will start from the Daulatabad gas field 

in Turkmenistan and will move to the Indo-Pakistani border. The cost of 

this route is about $7.6 billion. Both of the states i.e India and Pakistan  

held high level negotiations for this pipe line in April 2008.United States 

is strongly supporting this project with the believe that it will help in the 
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economic development of Afghanistan and will promote economic 

connections in the countries of the region.
250

  

Figure 19: Iran pakistan pipeline (peace pipeline) 

 
It was 1993 when Pakistan got serious about the construction of a gas 

pipeline to Pakistan from gas rich Iran. Iran proposed its extension to India 

via Pakistan, later. The three countries were going to be benefited from 

this gas pipeline and it was named as Iran-Pakistan-India (IPI) Gas 

Pipeline. Now it is known as ‘Peace Pipeline'. This 2,775 kilometer long 

pipeline would run from Iran's South Pars gas field in the Persian Gulf 

through Khuzdar. One branch will be moving to Karachi and a second 

branch will be extended to India through southern Punjab near Multan of 
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Pakistan. Both Pakistan and Iran wanted the urgent implementation of this 

project but there was always delay in the project from Indian side- the 

main beneficiary of the pipeline. The main reason was the Indian 

engagement with US over Indo-US Nuclear Deal. As India is a strong 

allay of United States in the area, United States was pressurizing India not 

to have any type of economic cooperation with Iran, as United States 

wants to keep Iran isolated from the world economy based on its 

differences over Iran's nuclear programme. In a tri-partite meeting held in 

Islamabad in April 2008, India agreed to the project, but got back again by 

raising the gas price issue. Pakistan and Iran again negotiated the project 

in February 2009 and came to the final point that they will construct the 

pipeline even without the participation of India. China was invited to 

participate by Pakistan on the desire of Iran.
251

 China accepted the offer 

and showed its interest to extend the pipeline to the Chinese areas for 

obtaining additional gas for its rapid economic development. It is in the 

favor of China to have a land route for oil and gas transportation instead of 

a sea route under the US domination. 

Both of the countries, Iran and Pakistan, are going to get benefits from this 

pipeline. For Iran it is not only to exit from the isolation imposed by US 

but it will be economic life for Iran also by its extension to India, the 

growing giant of Asia. By this project Iran make the large population of 

China and India dependent on its gas reserves. For Pakistan this project is 

                                                 
251

 Prime Minister, Shaukat Aziz, during his visit to China in April 2007, sought Chinese 

participation in the project as part of the Pak-China Agreed Framework on Energy Co-

operation. See editorial, “Better Co-operation with China” in Dawn, 19 April 2007 



 

148 

the solution to come out of the energy crises. Pakistan’s own reserves of 

gas are falling and it is going to be dependent on gas imports to run its 

industries and fulfill the house hold consumptions. 

Figure 20: Iran-Pakistan gas pipe line 

 

Through this pipeline Pakistan will connect itself to the world’s second-

largest gas reserve, and will assure the safe and reliable supply of oil for 

long time in future. With the extension to India, Pakistan can earn revenue 

in the form of transit fee and at the same time it can be a reason of 

bringing stabilization in the tensed relationships of two countries.  

Qatar–Pakistan pipeline 

The Gulf South Asia (GUSA) gas pipe line is also under discussion. The 

pipeline will run from Qatar to Pakistan and will be extended to India 
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later. The discussions on the pipeline were initiated in 1990s. The pipeline 

has to start from the Qatar’s gas fields, will pass through UAE and Gulf 

region to Gwadar port in Pakistan. It is estimated that around 100 km of 

this pipeline has to move from deep sea before entry in Gwadar port. India 

has shown its interest in the participation in this project. China is also 

interested to be a part of this project. China can also be benefited from this 

project by importing gas from Saudi Arabia to its territory utilizing GUSA 

Gas Company of Qatar.  

Figure 21: Map showing gas pipelines through Pakistan 
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This project on materialization will make it possible for Pakistan to 

provide 20-30% of the corridor capacity and the rest of   70-80 % capacity 

will be provided to those countries of Asia which are suffering from 

energy deficiency. This concept is putting Gwadar in the category of 

energy hub ports. Gwadar port will facilitate the reception, storage, 

transition and transshipment of energy through out the Asia due to its 

strong and strategic location.
252

 

Figure 22: Gwadar future city 

 
 

GWADAR CITY AND INDUSTRIAL DEVELOPMEN 

In the sixteenth century, port cities were planned in the ideal tradition. 

Designs were created to express ideals about orders and beauty, not to 
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facilitate maritime activity.
253

The water area was considered as a civic 

place rather than work place and was incorporated in a holistic urban plan 

that allowed no changes according to the vagaries of maritime commerce. 

In 1958 the belief arose that maritime expansion might be achieved 

through a more pragmatic design of port cities, in which space would be 

found for the water front activities to expand and at the same time to be 

integrated with the rest of the city. Josef W. Kovitz (1978) asserts that this 

policy was most successfully followed by the Dutch. Port expansion of 

Amsterdam involved the addition of a waterborne traffic network as part 

of comprehensive plan for the city. The canals served the needs of 

commerce but simultaneously acted as areas of public space, thereby 

integrating port and non-port activities of the city.
254

 

Many port cities have relied on quality infrastructure, city economic 

development and resource planning to derive their long-term successful 

growth. The development of the port city is often complemented by 

foreign investments and an open attitude with liberal policies. Favorable 

incentives are instrumental to attract these investors. 

For better understanding of the development of Gwadar port city few role 

model port cities can be discussed. 

ROLE MODEL PORT CITIES 

Shenzhen port city’s success is attributed to excellent city planning, 

unique proximity to Hong Kong, large availability of foreign capital, and 
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its liberal policies and attractive incentives. Till late 1970s Shenzhen was a 

small fishing village. Its present unique and modern city was made 

possible by the rapid foreign investment and the vibrant economy. Foreign 

investment of more than US$30 billion was made possible for factory 

building and forming joint ventures since then. Now a days, it is one of the 

worlds fastest growing cities.
255

 It is the China’s major financial centre 

now and is home to the Shenzhen Stock Exchange and is headquarter of a 

number of high-tech companies. After Shanghai, Shenzhen is the second 

busiest port of China.
256

 

Singapore port city’s success lies in its government excellent 

management of funds, long-term planning and extremely open policies 

and incentives.
257

This city is famous for its excellent landscape planning. 

Here land development is planned and highly controlled. Almost all of the 

developmental work regarding construction needs permission. Recently   

Singapore is recognized for excellent public land management practices 

internationally.
258

The economy of Singapore is an open economy and is 

highly dependent on international trade, finance, and foreign direct 

investment. The private enterprise market system is being adopted by the 

government of Singapore for the overall development and efforts are made 

to facilitate the private sector through the macro economic environment. 
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Tariffs, and non tariff barriers to trade, the exchange rate, taxation, 

savings, the investment climate, finance, labor relations and wages, human 

resources and infrastructure development are designed to attract the 

private sector to invest in the industries in which Singapore had a 

comparative advantage so that  the private sector could successfully fulfill 

the central role it had been given. There are many economic policies by 

the government which are consciously designed for the development of 

strategies to facilitate product markets and accelerate economic 

restructuring.
259

 

Dubai port city’s key success factors are its availability of fund, 

excellent business environment, and extremely liberal government policies 

and incentives.
260

 The UAE government is giving a lot of importance to 

the private sector for diversified economic growth. An important part of 

UAE policy is the provision of a business environment with full facilities, 

which is a key to encourage local businessmen to multiply their wealth by 

full utilization and to attract foreign direct investment. There are many 

elements in UAE incentive strategy which include the provision of top 

class facilities for industrial development and supportive services for 

business, to reduce red tapism in administrative procedures, the up 

gradation of rules and regulations to international standards, enhancement 

of transparent system and assurance of effective protection for investors. 

                                                 
259

 Donald J Lecraw, Some determinants and Effects of FDI in Singapore, Asia Pacific 

Journal of Management, Vol 2.No.2, January 1985. 
260

 Gwadar master plan, final report 



 

154 

There are two more additional determinants making UAE very effective 

for business i.e favorable tax laws and political stability.
261

 The activities 

of trade, tourism, transport, finance and industry helped the economy to 

expand and diversify. UAE is financially stable. It has very well-

developed banking system which provide wide credit facilities and 

abundant liquidity. Its emerging capital markets are enjoying sound 

regulatory systems and latest technologies. The government policies 

include the protection of property rights and ownership rules. Its industrial 

relations with other countries are also stable. There is 49% of ownership 

rights for limited liability companies established and 100% for 

professional companies, branches and representative offices of foreign 

companies and free zones enterprises with in Dubai.
262

  Large number of 

free zones operating in Dubai is offering a lot of options to the interested 

investors, including 100 percent ownership of investments.  Jebel Ali Free 

Zone (JAFZ) is one of the largest industrial complexes globally. Along 

with the adjacent port, this is the world's largest manmade harbor, and is 

continuously attracting investors. Another free trade zone, Fujairah Free 

Trade Zone (FTZ)- the winner of ISO 9002 certificate in 1999- offers 

businessmen the location advantage of an east coast port as well as the 

benefits of partnership with the Fujairah Government.
263

 

                                                 
261

 K.T. Abdurabb, Dubai Achieves Amazing 36% Growth as Trading Hub, Arab News, 

26 June 2006 
262

 Dubai Government information and services portal, 
263

 ibid 



 

155 

 Busan port city’s strengths lie in its government commitment in terms 

of funding, excellent long term strategic planning and favorable 

incentives.  

Gwangyang port city’s success lies in the availability of development 

funds, excellent city planning and infrastructure development and business 

friendly environment in terms of incentives and convenience.
264

 

 In short there are many good examples of recent and successful integrated 

port city and industrial developments, with lessons for Gwadar city 

development. 

Up gradation of the Gwadar Airport 

The presence of an international airport of world-class standards will 

strengthen Gwadar attractiveness to investors. At present, Gwadar has a 

small airport for Fokker aircrafts only. A modern air port is planned by 

Civil Aviation Authority of Pakistan on 3000 acres of land for Gwadar. 

The cost of the anew air port for Gwadar is about  $200 to $250 million 

and It will be constructed about 26 km away from Gwadar city towards 

Pasni. It will be an international standard air port with all the facilities. Till 

the construction of new airport, there is planning for the expansion of 

existing one to deal all the major airlines. The total cost of this expansion 

project is Rs7.5 billion. A grant of $17.5 million for this up gradation will 

be provided by the government of Oman. The amount of Rs750 million 
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was allocated in the development budget of the current fiscal year for 

schemes forwarded by the defense ministry and local financing. Rs. 6.18 

billion is allocated for Gwadar air port by the Central Development 

Working Party (CDWP) also. The decision had been taken under the 

government’s Balochistan development policy. 
265

 

THE COMPETING PORTS 

While analyzing the competing ports, all major ports between Aden 

(Yemen) and Colombo (Sri Lanka) have been considered. 

In the Middle East /South Asia region, where the top 5 (Dubai, Salalah, 

Khor Fakkan, Jawahar Lal Nehru and Colombo) currently holds 80% of 

the container market, most parts are aggressively expanding their capacity. 

In Gwadar direct neighborhood Shahid Rajaee is the strongest player in 

the liquid bulk, where as Karachi and Port Qasim together dominate dry 

bulk.
266

 The container transshipment hubs are generally better equipped in 

terms of infrastructure to handle the 4
th

/5
th

 generation vessels. Major 

competing ports are often linked to free trade, special economic or export 

processing zones, which offer additional investment incentives. 
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Figure 23: Map showing ports of indian Ocian 

 

 

 

Source: Gwadar Master Plan, The final Report 2006. p 77 

 

The top five container ports in the region have an estimated market share 

of around 80% of all containerized volumes. 
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Figure 24: Top 5 ports in the Middle East/ South Asia region 

 

 

Source: Gwadar Master Plan, Final Report 2006. p 79 

 

In 2004, total containerized volumes handled in the Middle East/ South 

Asia region exceeded 18 million TEU. Dubai is leading container port 

with over 6 million TEU in 2004, representing 30-35% of the region’s 

container volume. All ports east of the gulf region in Iran, Pakistan and 

Northern India have relatively small container volumes, not exceeding 1-3 

mio TEU per year.
267

 

Containerized import /export within the sphere of influence of Gwadar 

port was around 2-7 millions TEU in 2004. Dubai is main import/export 

port for containerized products; volume is around 2-3 millions TEU.
268
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Figure 25: Gwadar’s neighboring ports 

 

 

Source: Gwadar Master Plan, Final Report 2006. p 80 

Container transshipment volumes in Gwadar’s influence sphere (Salalah, 

Khor Fakkan and Dubai) amounted to around 6-7 million TEU in 2004. 

There are only few ports in the region with strong position in container 

transshipment, for all other ports not focusing on transshipment , the 

volumes are assumed to be negligible. 
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Figure 26: Transshipment volumes around Gwadar port 

 

 

Source: Gwadar Master Plan, Final Report 2006. p 81 

 

Several ports in the region have announced plans to expand their container 

capacity. Most ports are operating close to full current capacity and 

aggressive expansion plans are activated in order to anticipate projected 

demand. 

Main common features are: 

 100% foreign ownership allowed 

 No import of re-export duties on goods brought in and re-exported 

 No or limited restrictions on hiring foreign employees 

 No personal income taxes  

 Capital and profits are freely transferable and not subject to 

currency controls 
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 Guarantee of foreign investment against nationalism and 

confiscation 

Table 10: Expansion plans for growing container transshipment 

business 

Ports Current cap 

(mio TEU) 

Strategy/Expansion plans 

Salalah 2.40 Two berths of 18m draft to increase capacity to4 mio TEU  

Developing the new Salalah free trade zone 

Dubai 7.00  expansion plan to build 3 more terminals to handle 22 mio TEU by 2020 

Infrastructure upgrade to handle mega container vessels  

Khor 

furkkan 

2.00 Infrastructure up grades e.g new post panamax gantries, increased storage 

space  

Jawaharlal 

Nehru 

3.00 New container terminal to increase capacity to 6 mio TEU by 2014 

Infrastructure to handle larger vessels 

Colombo 3.50 New terminal to increase total capacity to 10 mio TEU over 20 years in 6 

phases 

New births will have 17m drafts 

Shahid 

rajaee 

1.30 Exploring transshipment business 

Build new terminal to receive post -panamax vessels 

Chabahar n/a New terminal with 0.85 mio TEU with 15m draft 

Karachi 0.70 !0 berths 18m draft terminal in three phases,2008,2011,2018 

Damman 0.80 Expand existing container terminal to 2 mio TEU  

Exploring the  ‘Saudi land bridge” concept to boost Damman as transshipment 

hub 

 

Source: Port Authorities, Arthur D Little Analysis 
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Table 11: Expansion plans for growing container transshipment 

business nearby Gwadar port 

 

Port FTZ   Key differentiators 

Aden Aden FTZ Corporate taxes exemption for 15 years 

Salalah Salalah FTZ N/A 

Dubai Jabel Ali FTZ Corporate taxes exemption for 50 years 

Chabahar Chabahar FTZ Up to 10% of labor forces can be foreigner 

Guarantee against nationalization requires approval by the board of 

Ministers if >USD 100 mio 

Jawaharlal 

Nehru 

Navi Mumbai 

FTZ 

Income taxes exemption for first 5 years and 50% for 2 years thereafter. 

Corporate taxes exemption for first 3 years and 50% for next 2 years 

Duty free goods to be utilized in 5 years 

Kandla Kandla SEZ As above 

Colombo Katunayake EPZ 

Biyagama EPZ 

Kogala EPZ 

n/a 

Karachi Karachi EPZ Freedom from national import restrictions 

Source: Respective free trade zone authorities 

 

To find out the economic potentials of Gwadar port, its comparison with 

competing ports is essential 

Dubai Ports 

Dubai's location at close proximity to Persian Gulf has made the city-

sheikdom a trade crossroads for six centuries. Today, Jebel Ali, one of its 

two ports, is the largest manmade port in the world and sits next to a huge 

free-trade zone. Dubai has recognized itself as hub of trade and transport 
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in the Middle East and has reached to 36 percent growth in trade in 2005. 

according to trade traffic statistics compiled by the Statistics Department 

of Dubai Ports, Customs and Free Zones ,the total trade in this year was 

AED480 billion as compared to AED351 billion of 2004.
269

  

The Shekh Rashid port has become a top class transshipment hub. It 

serves as a load center for the Gulf markets. 2.8 million TEUs are annually 

handled at Dubai, 25% of which are transshipment traffic within the Gulf. 

It is operated by Dubai Port World, which has the world's sixth-largest 

port terminal-operating business, overseeing 22 container terminals in 15 

countries. 
270

 Total imports at Dubai ports increased to AED308.3 billion 

in 2005 from AED229.8 billion in 2004. Total exports increased to 

AED92.4 billion in 2005 from AED64.5 billion in 2004. Transshipment 

increased to AED78.8 billion in 2005 from AED57 billion in 2004. 

This high trade growth rate shows the significant growth of Dubai and 

UAE and has made the country as one of the leading nations in the world 

in trade. It is also very clear from the figures that the reputation of Dubai 

is further enhancing by presenting itself as a main re-exporting hub with 

approximately 38% growth annually.
271

 Dubai’s GDP growth rate is over 

16.7 % annually and has proved itself as one of the fastest growing 

economies globally. Dubai is spending a lot of money on improving its 
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maritime sector. Around $ 3.5 billion are being spent on purchases in the 

maritime sector of Dubai. The growth rate of foreign trade is 21% 

annually. Dubai ports are going through on a major expansion spree to 

handle the ever increasing port traffic. Dubai dominates shipping industry 

in the UAE with 61.3 percent share in import activities with 103 berths.
272

 

2. Salalah Port of Oman 

This is relatively a new transshipment hub on the Arabian Sea, which 

established itself as a container terminal in November 1998. It is the 34
th

 

largest global container port, and 2
nd

 in the Middle East.  The biggest 

advantage the port of Salalah is enjoying is its close proximity to the 

Europe/Asia trunk line route. It requires little diversion by line haul ships, 

thus saves the time of the shipper to drop and pick containers of the Arab 

countries India and Pakistan. The port has already attracted a lot of 

container traffic from the ports of Dubai and Colombo and a little Red Sea 

transshipment traffic from Jeddah. In 2004 the Port’s throughput was 

estimated at 1.2 million TEUs
273

 out of which 93% of cargo was through 

container traffic. More than 98% of container traffic is transshipment 

business.
274

 The port can accommodate vessels up to 16m draft.  It is 

currently operating at 92% capacity. It experienced 11% growth in 

container traffic and 14% growth in bulk cargo in 2004.
275

The port 
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performance may decline due to the unstable political situation in the 

Middle East and would be unable to attract more regional transshipment 

business in future. One can predict this situation on the basis of the event 

that happened in 2002 when the plan to establish a 6,000-acre free trade 

zone at port of Salalah was dropped and the American firm, Hillwood 

Strategic Services( the major contributor), didn’t  signed  the agreement 

with the government of Oman perhaps due to geopolitical reasons.
276

 

Port of Khor Fakkan 

Overlooking the eastern seaboard on the Gulf of Oman, Port of Khor 

Fakkan is the connection link for Asia and the Far East. The port is 

situated just outside straits of Hormuz. It is the only natural deepwater 

harbour in the Gulf region, having 4 berths serviced by 14 container 

gantry cranes and a multitude of shore side handling equipment, ensuring 

rapid vessel turnaround for time sensitive liner operators. A major berth 

extension project is currently under way.
277

 

The Port is an ideal transshipment hub for the shippers of Arabian 

countries, countries of the Indian subcontinent and East Africa. The port 

saves their time through dropping the containers at Khor Fakkan providing 

an opportunity to use the road and train services of Sharjah and reach to 

the product markets of United Arab Emirates and other Gulf states.
278

 The 

Gulftainer Company Limited was created in 1976 to operate and manage 
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the Khor Fakkan and Sharjah Container Terminals. Through the Gulftainer 

Company Limited, the Port of Khor Fakkan offers storage of 320 thousand 

square meters for 32 thousand TEUs of containerized cargo. The Port of 

Khor Fakkan is an ideal transshipment location for major container line 

operators shipping goods to Arabian Gulf ports, India, and East Africa.
279

 

It handled 2, 112, 441 (TEU) during 2008.
280

 

Khor Fakkan, is 100% container port. Its main focus is on transshipment 

business, mainly to and from Pakistan, Western India, the Arab gulf and 

East Africa. This is the 56
th

 largest global container port (4th in Middle 

Eastern region).
281

 It is currently operating at 90% capacity and had 

experienced 25% growth in container traffic in 2004.
282

 

Shahid Rajaee Port (Bandar Abbas)  

The Shahid Rajaee port has 24 berths including 2 oil berths. The approach 

channel of Shahid Rajaee port is 6.4 kilometers long and 13 meters deep. 

It handles almost 50% of Iran’s sea born traffic. Main segment is liquid 

bulk, followed by containers.
283

It is 71st largest global container port (5
th

 

in Middle East). Liquid bulk represents 60% of the total cargo flow; 

container traffic is only 30%. It severs mainly as an import/export port for 

Iran. Only four berths are capable of handling vessels up to 100,000 DWT. 

Annual growth in container traffic is close to 30% per year over last so 
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many years. Iranian Government is planning to upgrade capacity in Shahid 

Rajaee to 2.6 million TEU and is trying to assess its potential as a 

transshipment hub. The port is already connected by weekly container 

block trains to Tashkent (Uzbekistan) in Central Asia. Iran is exploring 

hinterland market in Russia and India with the development of the north 

south transport corridor through Iran. The expansion of this port is part of 

the development of the Shahid Rajaee Special Economic Zone for which 

BOT industrial schemes are contemplated.
284

  

Port of Chabahar 

Gwadar’s competition for trade and transport will come from Chabahar, 

the new Indian-financed port in Iran. With an area of 14,000 hectares, 

Chabahar Free Zone is located in the southeastern part of Iran, along the 

blue waters of the Gulf of Oman. This region is connected by a land and 

air transportation network in the north to the Central Asian countries and 

Afghanistan, in the east to Pakistan and in the south to the Indian 

Ocean.
285

 Iran was planning to develop infrastructure of transport system 

on its east since 1984 and port of Chabahar was part of it. The plan was 

materialized in 2002 with the help of India. India has not only financed the 

construction of port but is also co-operating in the completion of high way 

system leading to Afghanistan in order to by pass Pakistan. A rail road to 

Afghanistan is also planed from port of Chabahar. India is providing 

engineering assistance too along with the financial assistance to all these 
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projects. Iran wants to use the port Bandar Abbas for trade with Russia 

and Europe and port of Chabahar for trade with Afghanistan and Central 

Asia. Iran is on good economic, cultural and political relationships with 

Central Asian States and Afghanistan.  In Tajikistan Iran has already been 

financing several transport projects including the Anzob tunnel.
286

 And 

fortunately for the traders of Iran, A bridge is being constructed by United 

States over the Amu Darya that connects Chahbahar to Khojent route
287

. 

Chahbahar Free Trade-Industrial Zone is an important element in the 

development of Chahbahar Port as well as the Eastern Corridor. It covers 

an area of some 140 km² of which 100 km² are allocated to industrial 

development and 40 km² to trade, tourism and services.
288

 

 The Chahbahar port has two main jetties, which can host only five vessels 

of up to 25,000 gross tonnages and draft of 11 meters
289

. 

Iran is aggressively building market share in Afghanistan’s export with up 

to 90% discount for Afghan exporters.
290

 Iran has agreed to let Afghan 

businessmen use the Iranian seaport of Chahbahar to import and export 

goods into and out of their country. The historic deal signed on 19 June 

2008, between Iran and Afghanistan will weaken Afghanistan’s reliance 

on Pakistan as a transit route for goods traveling into and out of the 

country. The head of Afghanistan’s Chamber of Industry and Commerce, 
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Mohammad Qurban Haqjo, said that the deal will boost trade and create 

business opportunities for the country’s private sector.
291

 

Domestic Ports - Karachi and Qasim 

Karachi, being the main port of Pakistan, handles over 14 million tons of 

liquid and 12 million tons of dry cargo annually. It handles about 75% of 

the national cargo in Pakistan. Liquid bulk represents 39% of the total 

cargo flow while container represents about 22%. 
292

 It has a 12-kilometer 

long channel and is dredged up to 13 meters. Karachi port has over 30 

berths including three dedicated oil piers. The port is operating at close to 

full capacity presently and is leading to congestion. Growth of container 

traffic has stagnated in the last 3 years.
293

 Port Qasim serves mainly as 

import export port and handles about 25% of Pakistan total sea born cargo 

traffic.
294

Port Qasim is at distance of sixty five km from Karachi and is 

considered as part of Karachi port. The approach channel is 45-kilometer 

long and is dredged up to 12 meters. It has seven multipurpose berths. In 

2004 Port Qasim handled about 16 million tons of cargo (0.42 million 

TEUs)
295

.  Karachi is performing its role as  gateway to Asia since many 

years but it can not perform as a hub port as it do not have proximity to the 
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main sea routes and do not have much expansion capacity. Similarly Port 

Qasim is also not suitable to perform as hub port.  

 

The shipper’s decision to select a port for its trade depends on many things 

like the geographical location of the port, services provided at the port, the 

export packaging offered by the country, warehousing and distribution 

facilities provided, the bonded operations, availability of Free Trade Zone 

and Ship turn around timings. The World Bank study shows that port’s 

transportation options (directly related to ship turn around timings) 

accounts for 60 % while selecting a port while the tariff structure and 

performance accounts for 20 percent each
296

. The already established ports 

of Dubai and Salalah are not only offering all these services rather are 

continuously improving it. Competition is tough for Gwadar port as it has 

to compete with the already established ports of Dubai and Oman along 

with the domestic ports of Karachi and Bin Qasim. 

EXPECTED TRANSIT TRADE AND TRANSSHIPMENT 

AT GWADAR PORT 

“Gwadar port will give impetus to the economic growth of the whole 

region, especially the south and central Asian region,” said Nabeel Gabol, 

Minister for Ports & Shipping, talking to Nurlar Aitmurzaev, Ambassador 

of Republic of Kyrghistan.
297

 “Pakistan has offered separate terminals at 
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Gwadar port to capture the transit trade of the Central Asian Republics 

(CARs) and other regional countries”, the minister said. The Federal 

minister for Communication, Arbab Alamgir Khan has said “government 

is working on a comprehensive plan to link Gwadar Port with 

International Highways particularly with Afghanistan, China, Tajikistan 

and other States of Central Asia.” Minister said “government is interested 

to complete all internal link roads to Gwadar, as this road network will 

strengthen trade activities with neighbor countries”. He hopes that 

neighboring countries would take benefit from the Gwadar Port. He said, 

“Government has already allowed Afghanistan to use this port for their 

trade activities. Pakistan will fully facilitate Tajikistan and other Central 

Asian States who would be using this for their trade and business 

activities”.
298

 President General Pervez Musharraf said that, “Gwadar 

seaport will serve as a trade corridor for the region linking Balochistan 

with Afghanistan, Central Asian Republics (CARs) and China”.
299

 While 

talking to Flex Rodel, Director and Head of Sales, Swiss International 

Airlines, Chairman Senate Mohammed Mian Soomro said that , “the 

opening of Gwadar port and the proposed construction of the Expressway 

to Beijing would open new avenues for world businessmen to market their 

products in China and Central Asian States”.
300
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Looking at the statements and hopes of Pakistani stakeholders one can 

imagine the expected trade through Gwadar port. 

Transit Trade                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   

Gwadar has long been viewed as having potential to tap transit trade flows 

from/to land locked countries in the north. For some countries to the north, 

Gwadar could provide the closest access point to seaborne trading routes. 

For example, Xinjiang lies 4,500 km from China’s east coast but just 

2,500 km from Gwadar. However, in most cases Gwadar will be in direct 

competition with other ports with similar advantages. For Gwadar the 

position of Afghanistan is very important due to its geographic location 

between Pakistan and CARS. In the short term, transit trade potential from 

Afghanistan is limited due to legal issues as well as low trade volumes and 

a lack of connectivity infrastructure. Till now trade agreements with the 

neighboring countries allowed transit trade via train from Karachi port to 

Afghanistan. Pakistan has offered Afghanistan to use Gwadar and Bin 

Qasim ports for trading activities under the Afghan Transit Trade 

Agreement (ATTA) while in return it wants access to Central Asian 

Republics (CAR). Through the Afghan Transit Trade Agreement (ATTA) 

signed in 1965 Afghanistan was allowed to move its cargo fro Karachi 

port using the land routes of Landi kotal of Khyber Pakhtoon Khwa and 

Chaman of Balochistan. Pakistan was not having any provision for transit 

trade with Central Asian States under this agreement, without which 

Pakistan can not offer itself as gateway to Central Asia. In May 2009, 

Pakistan and Afghanistan signed a memorandum of understanding (MOU) 
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in the US, for improving trade and accession facilities between the two 

sides. Under the MOU, both sides agreed to conclude and sign a complete 

Afghanistan Pakistan Transit Trade Agreement (APTTA) as early as 

possible, and it was finalized in October 2010.
301

 

Transit trade is only strong with Afghanistan, and is likely to grow as trade 

links improve. But despite commanding 85% of all trade with northern 

countries, Afghan transit trade only generate 6% of trade traffic to 

Pakistan, indicating very low volumes in terms of port traffic. So despite 

the expected growth in transit trade with Afghanistan, potential benefits 

for Gwadar are likely to be small.  

In the long term, Gwadar can play an important role for transit trade with 

Xinjiang. China has already established a dry port at Sust, on the Pakistan 

China border. The dry port, a Pakistan-China joint venture, was built in 

2004 at a cost of Rs.90 millions to streamline border trade between the 

two countries. It is built on an area of 201 kanals.  400 containers get 

clearance each day on this dry port. The president Parvez musharaf said 

that the dry port would bolster commerce with China to new levels and 

help in realizing Pakistan’s potential as the hub of regional trade. 

“This landmark project is poised to give further depth and strength to 

Pakistan-China economic and political ties and help expand Pakistan’s 
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commercial linkages with the regional countries, including Central Asia 

states”, he said.
302

 

Pakistan has already signed a quadrilateral agreement with China, 

Kyrgyzstan, and Kazakhstan for transit trade facilitation,
303

 which has 

been operational since 2004. However, to make full use of this 

arrangement, more concentrated efforts are required by Pakistan to iron 

out some of the outstanding issues, such as the number of permits to be 

issued to vehicles operating on the route. 

Transshipment 

While regional competition is fierce, cost advantages and overall 

competitiveness will allow Gwadar to capture a substantial portion of the 

regional transshipment traffic in the long term. Overall transshipment 

potential for non-container cargo is limited, if any, oil and gas related 

transshipment is expected to have the biggest potential. Gwadar is more 

cost competitive than most other regional competitors, except Dubai and 

Salalah. This situation is unlikely to change in the long term. 

Gwadar is situated in the region where there is strong competition for 

containerized cargo. In the Middle East and South Asia region more than 

10 ports are active in containers; almost all ports in the region have the 
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ambition to attract transshipment. Incumbent are expanding capacity, 

whereas new entrants are investing heavily in infrastructure.
304

  

Under Gwadar projected Export-Import volume of 0.9 mio TEU in 2020, 

Gwadar is less competitive than Dubai, equally competitive with 

Chahbahar and more competitive than other regional competitors.
305

  

The transshipment costing was estimated with a model on the possible 

alternative transshipment hubs in the region. 

A main liner ship traveling on a RTW (round the world) route from west 

to east from red sea and stopping at Colombo before heading east-bound 

has the option for transshipment at any one port listed above, with 

individual feeder services, catering to all remaining 8 ports in the region. 
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Figure 27: Rout of the ship from red sea to Colombo 

 

Source: Gwadar Master Plan,chapter 4, page 29 

Transshipment Cost Comparison  

Current regional market leaders are strongly positioned to fulfill a role as 

transshipment hub. Key success factors to attract transshipment are 

favorable location, low costs, good infrastructure, high service levels and 

synergies with Export-Import cargo.  
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Table 12: Cost comparison 

Transshipment Hub option Main line cost break down Feeder cost breakdown Total 

cost/vessel 

 Distance, Turn around, port charges Distance, Turn around, port charges USD mio 

Red sea-Dubai-Colombo 0.65       0.18         0.26   0.35        0.40        0.15 1.99 

Red sea-Salalah-Colombo 0.35       0.18         0.31 0.53        0.40        0.28 2.05 

Red sea-Chabaha-Colombo  0.64      0.18         0.25 0.28        0.40        0.33 2.08 

Red sea-Gwadar-Colombo 0.64       0.18         0.26 0.29        0.40        0.33 2.11 

Red sea-Shahid Rajaee-Colombo 0.68       0.18         0.23 0.35        0.40        0.31 2.15 

Red sea-Khor Fakkan-Colombo 0.65       0.18         0.33 0.32        0.40        0.32 2.20 

Red sea-Nehru-Colombo 0.58       0.18         0.24 0.62        0.40        0.29 2.31 

Red sea-Karachi-Colombo 0.64       0.27         0.39 0.35        0.36        0.31 2.32 

Red sea-Qasim-Colombo 0.64       0.36         0.37 0.36        0.32        0.32 2.37 

Red seai-Colombo 0.33       0.09         0.27 1.26        0.43        0.33 2.71 
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Competitive position of Gwadar port for transshipment is determined 

as follows: 

a. Location (30% weightage). Proximity to main shipping lanes 

b. Physical capabilities of a terminal in handling large vessels (30% 

weightage), like capacity, ship size access, berth length/draft, connectivity 

with other regional hubs. 

c. Synergy for combining Expot-Import & transshipment operations (15% 

weightage). Improvement according to the scale economies from large 

consignment size. 

d. Productivity (15% weightage). Container’s movement /hour, Container 

through put. 

e. Container-related costs (10% weightage). Container handling and 

storage fee structure. 
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Table 13: Competitive position of Gwadar port for transshipment by different 

factors(Score:  1=poor, 5= best, Source: Aurthur D little analysis) 

Factors Weight Dubai Salalah Khor Fakkan Nehru 

Location 30%     3     5         3   3 

Infrastructure 30%     5     5         4    3 

Synergy with Ex/Im  Cargo 15%     4     1         2   4 

Productivity 15%     5     5         5   5 

Costs 10%     4      4         4   4 

Weighed scores    4.15   4.30       3.55  3.35 

 

Gwadar Karachi S.Rajaee Chabahar Kandla Qasim 

      3.5      2      3       3.5      2     1 

   3(+/-1)      3      2    2(+/-1)      2     2 

       1      3      3        1      2     4 

3.5(+/-0.5)      3      3  3.5(+/-0.5)      2     2 

   4(+/-1)     5      4     4(+/-1)      3     3 

3.03(+/-0.47)   2.90    2.80 2.73(+/-0.47)   2.60   2 .10 
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Proximity to major long haul trade routes allows a port to become a 

logical transshipment hub. Salalah is a star case example of how an 

excellent location can boost to attract transshipment. In terms of 

infrastructure Dubai and Salalah are better positioned for the future. 

Dubai’s synergy between the transshipment and Export-Import cargo has 

provided a competitive advantage over its competitors, counter balancing 

its weaker geographical location. Dubai, Salalah, Khor Fakkan have 

established productivity levels almost comparable to other leading 

international ports. Container related fees for transshipment traffic are 

similar for the market leaders. Jawaharlal Nehru offers lower fees to 

attract transshipment traffic. Location wise Gwadar and Chahbahar’s 

positions are the best due to their proximity to the Gulf region. Ports in the 

2
nd

 table are currently lacking sufficient drafts (less than 14m) to handle 

the largest vessels and do not have adequate equipment (e.g super 

post/post panamax gantries). Gwadar and Karachi have clear plans to 

address these difficulties, giving them an edge over the rest. Chahbahar is 

only planning for 15m drafts. Gwadar and Chahbahar will need to build up 

critical volume of Expot-Import cargo from scratch. Gwadar &  

Chahbahar still have flexibility to adopt a competitive tariff scheme. 
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COMPARISON OF PORTS 

Dubai, Jebel Ali, Salalah and Khor Fakkan ports are well-established hub 

ports. Dubai’s trade accounts for 16.5 percent of a $20 billion economy of 

the UAE and these ports contribute significantly in the income.
306

 Today 

about one-fourth of Dubai's GDP is contributed by Jebel Ali Free 

Economic Zone.
307

 The income generation of port of Salalah was above 

$58 million through the transshipment business in 2003
308

. The present 

cargo handling capacities of Qasim and Karachi ports are 17 million and 

25 million tons per annum respectively and are reaching their capacity
309

. 

As far as Iran is concerned, both ports do not have enough capacity to 

handle the flow of natural resources of Central Asia. Moreover, 

international isolation of Iran hampers the ports operations, as it is not 

open to international users. 

The presence of geopolitical turbulence in the Middle East and lack of 

capacity expansion in case of domestic ports will provide opportunity for 

Gwadar port to attract reasonable share of the market and try to establish 

itself as a hub port. It can be concluded that   after completion of both 

phases, Gwadar port will have requisite infrastructure to attract its share of 
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business. It, however, needs to be accepted that emergence of a new port 

would only mean a tighter competition to share the market. Only an 

appropriate set of policies, priorities and incentives would decide the 

future of the transshipment business in this area. 

MAJOR FINDINGS FROM THE PRIMARY DATA 

Different questions were asked to support the hypothesis that Gwadar port 

has the potentials to act as hub port for the region. 

 

Table 14: Competitiveness of Gwadar port with other ports of the 

region 

 

Crosstab

27 16 7 50

54.0% 32.0% 14.0% 100.0%

11 33 6 50

22.0% 66.0% 12.0% 100.0%

38 49 13 100

38.0% 49.0% 13.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Its

goe-Political

importance

Its Economic

potentials

The

Governmental

policies

f ormulated for

its

development

How can Gwadar port  be competitiv e with other

ports in the Indian Ocean region?

Total

 

 

54% of the government servants realized its geo-political importance as 

the main point of its of its competitiveness while 66% of the businessmen 

considered its economic potentials as the strongest point of its 

competitiveness with the other ports in the Indian Ocean. Clear indication 
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is there that because of its geo-political importance Gwadar port has 

tremendous economic potentials which can enhance the economy of 

Pakistan in the area of trade. Gwadar port can compete on the basis of its 

geo political importance and its economic potentials. 

Figure 28: Bar chart of primary data showing response to 

Competitiveness of Gwadar port  with other ports of the region                

Business menGovernment servants

Department

40

30

20

10

0

C
o

u
n

t

The Governmental

policies formulated for

its development

Its Economic potentials

Its goe-Political

importance

How can Gwadar port

be competitive with

other ports in the Indian

Ocean region?

Bar Chart

 

 

 



 

184 

The result of Chi-Square is x2(2, n=100) 12.712, P< .05, means there is 

significant difference in the opinions of businessmen and government 

servants. 

     

 

Table 15: The potential investors at Gwadar port                                                          

Crosstab

7 31 12 50

14.0% 62.0% 24.0% 100.0%

11 32 7 50

22.0% 64.0% 14.0% 100.0%

18 63 19 100

18.0% 63.0% 19.0% 100.0%

Count

Crosstab

Count

Crosstab

Count

Crosstab

Government

servants

Business men

Department

Total

Domestic

investors

f oreign priv ate

/public

investors

Mult inational

companiea

Who are the potential inv estors at Gwadar

port?

Total

 

 

62% of the government servants and 64% of the business community 

thought that main investors at Gwadar port will be foreign private/ public 

investors.  

High investment from the foreign investors is expected at Gwadar port as 

those who are interested in the international trade can take full advantage 

of the Gwadar port because of its location on the main sea routes.  
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Figure 29: bar chart of primary data showing response to the 

potential investers at Gwadar port    
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The result of Chi-Square is x2(2, n=100) 2.221, P> .05, means there is no 

significant difference in the opinions of businessmen and government 

servants. 

Table 16: The completion of the second phase of Gwadar through 

investors 

 

Crosstab

28 22 50

56.0% 44.0% 100.0%

45 5 50

90.0% 10.0% 100.0%

73 27 100

73.0% 27.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

yes No

The 2nd phase of

Gwadar port will be

completed with the

help of  investors: will

the investors be

available for the

completion of  Gwadar

port?

Total

 

 

56% of government servants and 90% of the business community 

responded positively. The completion of the second face of Gwadar port 

which is going to be done with the help of investors on  Built Operate 

Transfer(BOT) and  Built Operate Own(BOO). The completion of such a 

mega project like Gwadar port needs very heavy investments. People may 

be reluctant in investing in Gwadar port because of the security issues. 

Optimism is there that investors will come forward for the completion of 

the second phase of Gwadar port.  



 

187 

 

Figure 30: Bar chart of the primary data showing response to the 

completion of the second phase of Gwadar through investors 
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The result of Chi-Square is x2(2, n=100) 14.663, P> .05, means there is no 

significant difference in the opinions of businessmen and government 

servants 
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Table 17: Policies of Pakistan to attract investors 

Crosstab

12 34 4 0 50

24.0% 68.0% 8.0% .0% 100.0%

7 29 13 1 50

14.0% 58.0% 26.0% 2.0% 100.0%

19 63 17 1 100

19.0% 63.0% 17.0% 1.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Pakistan

should

prov ide

special

incentiv es to

the investors

Pak should

make

arrangements

f or security  in

the area

Pak should

prov ide 100%

ownership to

investors Any  other

What policies should be adopted by  Pakistan to att ract

investors?

Total

 

68% of the Government servants and 58% of the business community 

considered the security issue as the most important issue to be resolved by 

the government of Pakistan. 

The respondents gave high priority to the issue of security. It was 

suggested by the respondents that Pakistan should make special 

arrangements for security in the area of Gwadar port as unsecured 

atmosphere will discourage the potential investors to come forward for 

business and completion of the second phase of Gwadar port. Pakistan’s 

economy has suffered a lot due to participation in the war against 

terrorism. The government of Pakistan has to take a serious action for the 

security in the country especially in Baluchistan Province. People of this 

province should be assured by the Government of Pakistan that they will 

have all the provincial benefits in the proper ratios regarding Gwadar port.    
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Figure 31: Bar chart of primary data showing response to the Policies 

of Pakstan to attract investors 
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The result of Chi-Square is x2(2, n=100) 7.477 P> .05, means there is no 

significant difference in the opinions of businessmen and government 

servants 
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CHAPTER 4 

ECONOMIC BENEFITS OF GWADAR PORT TO 

PAKISTAN 

INTRODUCTION 

Located at the Arabian Sea Coast with vast, arid and extremely backward 

Makran Division of Balochistan as hinterland, Gwadar deep sea port is 

expected not only to enhance Pakistan's strategic importance in Southwest 

Asian region, but also usher in a new era of socio-economic development 

in Pakistan. As President Pervez Musharraf has rightly pointed out, “this 

area, after the construction of Gwadar Port, will become hub of economic 

and trade activities in the whole region”.
310

 

The need for an alternate deep-sea port has since long been recognized, 

from both the strategic and economic perspectives. Gwadar is the best 

choice for building a port for two reasons: one, because it offers ideal 

conditions for building a deep-sea port and another, because it is situated 

470 km away from Karachi, making it less vulnerable to the Indian naval 

blockade, which Pakistan once experienced during the 1971 war.  

The construction of a deep-sea port at Gwadar is just one component of 

the Greater Gwadar Plan; a network of roads, connecting Gwadar with 

Karachi, Pasni, Ormara and Turbat will be constructed in four phases. The 
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Coastal Highway linking Karachi with Gwadar (675 km) is being built 

simultaneously with the port. Other highways, Pasni-Gwadar (135km), 

Ormara-Gwadar (275km) and Gwadar-Turbat (188 km) are under 

construction. This network of roads will finally be connected with China 

through the Indus Highway. Under an agreement, Pakistan, China, 

Kazakhistan, Kyrgizstan and Uzbekistan are already committed to develop 

extensive railroad links from Central Asia and the Chinese province of 

Xinjiang to the Arabian Sea Coast. The completion of this communication 

network will not only facilitate the movement of goods from China to the 

countries of the Persian Gulf, Middle East, East Africa, and the Indian 

Ocean, through Gwadar, but will also serve as an easy and short route for 

access to Central Asian Republics for trade and economic co-operation. In 

this context, Gwadar port appears to be a place of great strategic value, 

expected to give tremendous boost to Pakistan's economic importance in 

the whole region. Presently, Gwadar is no more than a small town 

surrounded by desert, and closely resembles pre-1976 Dubai, when port 

Rashid was yet not constructed. Pakistan plans to transform this city on 

the lines of Dubai. Setting up of industrial and civic infrastructures from 

virtually non-existence will require excellent planning that would aim at 

attracting enough trade, which would make Gwadar port economically 

viable investment. To meet future requirements, the government of 

Pakistan has already launched various plans to develop Gwadar city, but it 

is the volume of trade that would ultimately translate into economic gains 

for Pakistan. 
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Net assessments of the growing energy requirements of the rapidly 

developing economies of China and India has further strengthened 

Pakistan’s concept of serving not only as a trade corridor but an energy 

corridor as well.
311

 

The chapter emphasizes on the benefits Pakistan can take from an 

operational Gwadar port in future. Starting from the economy of Pakistan 

the role of the maritime sector is elaborated in order to explain the role of 

Gwadar port in the enhancement of economy of Pakistan. Gwadar port is 

not yet operational. There are no industries nor any trade flows at the 

moment, therefore the volume of expected trade is estimated on the basis 

of global economic trade trends in the surroundings of Gwadar port. Most 

of the trade flows are expected from Xinjiang, Central Asian States and 

Afghanistan. The construction and development of industrial state, and 

facilitating business in the adjoining areas are the supporting port projects. 

Excellent developmental planning is needed to take full advantages of the 

port project. Subsequent portions of this chapter shed light on this aspect 

of trade.  
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ECONOMY OF PAKISTAN  

Pakistan’s economy is 25th largest in the world (in nominal terms) and 

27th largest in the world (in absolute dollar terms). It is based on textiles, 

chemicals, food processing, agriculture and other industries
312

. The 

economy has suffered a lot from internal political disputes and low levels 

of foreign investment. From 2001-07, however, poverty levels decreased 

by 10% due to the introduction of economic reforms. The economic 

performance of the country in this period has been impressive in terms of per 

capita income, population employment and reduction in poverty. The high 

GDP rate of about 6.3 percent for five years resulted in the per capita income 

in current dollar terms as higher as about $ 1000. GDP rose to 7 percent in 

2006/07 from 3.1 percent in 2001/02. The rate of unemployment also 

decreased to 6.5% from 8.4 %. During the period of 1999 -2008, 11.8 million 

new jobs were created. The service and industrial sectors add a lot to GDP 

despite severe electricity shortfalls. Foreign capital inflow growth was 

around $ 13.5 billion over this period. FDI targeted the fields of telecom, 

banking and oil & gas.
313

 National foreign exchange earnings rose to $46 

billion from $ 16.8 billion during this period. If official grants and foreign 

loan disbursements are excluded, the recorded increase was to $ 42 billion 

from $ 14.3 billion.
314

 Overall tariffs on imports reduced to 7.6 percent 

and on imports of plant, machinery and equipment for industrial sector to 
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5% .Agriculture sector was exempt from it while 50% initial depreciation 

allowance was allowed. With China, Malaysia, Sri Lanka, Iran and 

Mauritius free trade agreements were signed.
315

 

After this bright period of economy there was decline in 2008-09 and the 

population faced unemployment again. Rupee depreciated and Inflation 

rose to 13% in 2010 from 7.7% in 2007. Moreover floods in July-August 

2010 also made its contribution in raising the inflation by lowering 

agricultural output, and reconstruction costs will strain the limited 

resources of the government. In November 2008 for balancing the 

payments crises the government agreed to an International Monetary Fund 

Standby Arrangement, but because of lower oil prices and record 

remittances from workers abroad during 2009-10, Pakistan’s current 

account raised which stabilized the foreign exchange reserves. Textiles 

industry is the most successful export industry of Pakistan but could not 

expand its exports according to the world demand. Pakistan’s economy is 

facing challenges in the fields of education, health, electricity generation, 

and reduction of dependence on foreign donors.
316

 

Pakistan needs international support to solve its economic problems, 

donations are not the solution. Pakistan has to fix the economic 

management issues with friends of Pakistan and they need to look 

seriously at the kinds of support that can promote and sustain a real 

economic reform program for the country.  
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The most demanding area which needs quick attention of international 

helpers is electrical development in Pakistan. From the previous twenty 

years there is a little improvement in electrical infrastructure but Pakistan 

is facing serious electric shortage crisis which is affecting the economy of 

the nation in almost all sectors. The electric crises are rising with the 

passage of time and are hitting the record levels. Political instability, Poor 

planning, high oil prices are the primary causes of these severe crises. The 

solution to these crises is energy conservation on all levels in the country. 

The immediate solution for these crises is use of alternate energy like solar 

power and wind turbine, while the long term solution is electricity 

generation projects from coal and large dams. Pakistan is generating 47% 

of its electricity through gas, 31% through oil, 11 % through hydro 

projects and 10% through coal. Pakistan is planning to reduce its 

dependence on gas to 35 percent and on oil to 10 percent and increase the 

dependence on coal to 30 percent and on hydro power generation to 20 

percent for electricity generation by 2030. The share of nuclear and 

alternative resources would be up to 3 percent and 2 percent according to 

this planning.
317

 

The second area of help is trade. The economy of Pakistan relies on cotton 

to a greater extent which is one of the major crops and main input for half 

of the manufacturing sector. Pakistan's textile industry, the main 

contributor in Pakistan’s economy, is facing high tariffs in the developed 
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countries and United States. Pakistan would be helped a lot by reducing 

these tariffs and providing an opportunity to access to international 

markets for Pakistan's exports on liberal terms.  

The next few years are likely to be tough and Pakistani leaders will 

struggle a lot to stay on a path toward a healthier long-term economic 

outlook. Friends of Pakistan need to support and finance Pakistan in 

finding its ways to flourish with the objective of not to fix the problems of 

Pakistan, but to help Pakistan help itself. 
318

 

External environment 

In the last decade Pakistan had to suffer several external shocks causing 

serious consequences for the economy. The shortage of  water for 

irrigation in agriculture sector, The security problems with India leading to 

mobilization of army on Pakistan-India border line, the attacks of terrorists 

on foreigners in different cities and participation of war against terror . 

Impact of September 11 Events on Pakistan’s economy 

It is a general assumption that Pakistan’s economic survival is because of 

its participation in war against terrorism which resulted in large amount of 

aid inflows and debt relief.
319

 It will not be wrong to say that transfer of 

money from abroad was restricted to inter bank system, relief from debt 
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and new loans and grants were provided to Pakistan,   official sanctions 

were also removed to a greater extent, but Pakistan suffered a lot also.  

Unfortunately it is forgotten that thousands of Pakistani soldiers and 

innocent civilians have also lost their precious lives, so much so that a 

deep sense of insecurity prevails in the country even today.  As a result 

Pakistani businessmen buyers and tourist’s visits are discouraged by 

various countries, higher war risk premium are charged, higher shipping 

freights are charged; insurance premium on Pakistani goods have raised 

and there is diversion in export orders to other safer countries. More than 

one billion of export orders were cancelled right after the event of 9/11 

and the recovery has not yet taken place. 

There is continuous growth in the exports of the countries world wide but 

for Pakistani exports there is significant decline especially in textiles 

because of the wrong image created in the minds of buyers regarding 

Pakistan and their limited exposure to the actual conditions. Information 

technology (IT) industry rising in 2001 has been badly affected because of 

the cancelation of all the contracts for outsourcing.
320

 

 

Terrorism has greatly affected the foreign investment in Pakistan. Foreign 

investment was $ 1.4 billion in 2008-9 which became   $ 910.20 Million in 

2010-11.  Poverty rose from 37.5% in 2008-9 to 41.4% in 2020-11. World 

Bank has blocked two loans of $820 Million because of the continuous 
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terrorism acts in Pakistan and will release it on the remodeling of the 

conditions  according to the standard.  

 

At the same time the expenses of the armed forces have also been 

increased due to the terrorism for meeting their needs to fight against 

terrorism. Under Coalition Support Fund (CSF) US granted the amount of 

$11,998 Million to Pakistan out of which $8,869 Million was security 

related aid while only $3,129 Million were for economic development.
321

 

 

Moreover, the deployment of more troops in Afghanistan by USA also 

raises the risk of investment in Pakistan causing serious downfall of 

deposits in banking sector.  Karachi stock exchange, which was awarded 

as “The best performing stock market of the world for the year 2002”, also 

lost its reputation.  It closed at index of 14,127 points with capitalization 

of Rs.4.57 trillion in December 2007 but after the declaration of war 

against terror by Pakistani government its index dropped to 4,675 points 

with a market capitalization of Rs.1.58 trillion, a loss of more than 65 

percent from 2007.
322

 

 

Smuggling has also been promoted to a greater extent in Pakistan due to 

terrorism. Because of the leaky nature of border between Afghanistan and 

Pakistan, Terrorists are using smuggling as a tool of earning to meet their 
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financial needs. The US-Pak business council report for 2009 shows that 

Pakistan is suffering a lot due to unstable Afghanistan and loss to 

Pakistan’s economy is as huge as $35 Billion directly or indirectly. 

Pakistan’s economic prosperity, political stability, geo-strategic 

sustainability and energy security all are greatly affected by terrorism. 

Work on almost all the Developmental projects are being stopped due to 

affected areas such as KPK and FATA. Pakistan has to de link every 

source that strengthens terrorism aim. There is a great decline in trade, 

foreign exchange earnings, foreign investments, and privatization in 

Pakistan due to terrorism. Due to the monster of terrorism Pakistan is 

bound to accept a lot of aid from countries like US, UK, China etc and 

donor agencies.
323

 

ROLE OF MARITIME SECTOR OF PAKISTAN 

Although Pakistan is a maritime nation but the exploitation of sea and its 

resources are not very effective here. This negligence has drastically 

affected the maritime sector which is a barren to the economic growth and 

the national security of Pakistan. Pakistan’s economy is heavily dependent 

on seaborne trade but Pakistan’s shipping and shipbuilding industries are 

in disorder. Offshore natural resources are unexploited and it is restricted 

to fisheries alone. Although Pakistan is all the time at war conditions with 

India, it is relying on the ports of Karachi and Bin Qasim( closed to Indian 

border) which can be targeted in any war conditions from India. Both for 
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economic development and national security, the maritime sector 

development is compulsory.  

Access to the sea for all the countries now a days is very important as 

most of the international trade is through sea. The geo-strategic location 

and the geo-politics surrounding a country make this access even more 

important. Pakistan’s sea borne trade is more than 95% .In 2003-04 the 

percentage of Pakistan’s sea borne trade to GDP was approximately 

36.3%.
324

 Pakistan is now concentrating on the enhancement of maritime 

sector. Plans for the development of Gwadar deep sea port, introduction of 

the business friendly policies in shipping sector and steps for exploiting 

offshore resources are sufficient to increase the hope that Pakistan will 

achieve its goals in this regard. 
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Figure 32: Coastal map of pakistan 

 

 

Contribution of Maritime Sector in Economic Growth 

The most important challenge Pakistan is facing is the achievement of 

sustained economic growth. The slow economic growth of Pakistan is the 

base of poverty and unemployment, putting Pakistani people in frustration. 

The tremendous potentials of Pakistan’s maritime sector can contribute in 

the economic growth to the greater extent. A healthy shipping industry can 

participate in the economic growth in two ways. It saves foreign exchange, 

reduces shipping cost and promotes foreign trade on one hand and can 

give revenues to the country through offering profitable shipping 
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operation, creating job opportunities, and assuring sufficient and reliable 

shipping services on the other. Currently the shipbuilding industry of 

Pakistan is passing through huge financial crisis and is a burden on 

government for provision of resources. The shipbuilding industry of 

Pakistan has never operated profitably (other than a little time in 1970s). 

Pakistan has to put immediate attention on this industry as a country can 

not afford to lose such an important industry if it wants speedy economic 

growth. 

Offshore natural resources exploitation promises marvelous economic 

potential. Currently this activity in Pakistan is limited to living resources 

(fisheries) which is the source of earning in coastal areas. Only the 

territorial waters of Pakistan are utilized by Pakistani people and vast area 

of the Exclusive Economic Zone is still waiting for exploitation. In the 

absence of high tech processing plants the fish industry is not generating 

as much profit as it can and exports are in raw form. If it could be 

exported in value-added product form, it could generate more profit. Any 

major offshore discovery of oil or mineral resources can boost the future 

of Pakistan’s economy. No importance was given to this sector in the past 

but now Pakistan’s policy makers are working on it. Pakistan has 

introduced investment friendly policies for offshore exploration and 

private investors have shown great interest in this sector. 

There are wide range maritime compulsions on Pakistan. A brief summary 

is as under:    
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a. The geographical location of Pakistan is very promising to take full 

benefits of the region. Being very close to the vital trade and oil supply 

routes emerging from the Persian Gulf and Arabian Sea, Pakistan can play 

the role of energy corridor.  

b. On the 960 Km long coastline Pakistan can develop new ports, 

tourist resorts and industrial sites and can explore the energy and mineral 

resources.  

c. Pakistan’s exclusive economic zone of 240,000 square 

kilometers
325

 which is full of rich fisheries, minerals, and hydrocarbon 

resources, is still waiting for exploitation of its potentials due to shortage 

of funds. 

 d. Over 95% of Pakistan’s trade, which include 75% oil from Gulf, is 

carried out via sea.  

e. In the near future, the Central Asian countries may want to use 

Pakistani ports for exporting their large reserves of oil and gas  

f. Pakistan’s imports/exports burden on Karachi port needs to be 

reduced as Pakistan is completely dependent on Karachi port for foreign 

trade.  

g. The sea is now acting as heart of a country, which is pumping life 

in the economy through exports/imports. Pakistan is not yet exploiting it to 

its full potential.  
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h.  Pakistan is forced to use foreign carriers for foreign trade due to 

the depletion of national merchant marine. Dependence on foreign carriers 

can have adverse effects on the seaborne trade of the country in case of 

war or any other global tension. In such conditions the foreign carriers 

either increase their freight and insurance charges unreasonably or refuse 

to work in war zone. Pakistan has experienced such a situation in the past 

during the U.S. attack on Afghanistan in 2001 and again during the second 

Gulf War in 2003.
326

 

g. Nations develop their navies for the protection of their strategic 

and economic interests. In Pakistan the growth of the country strategic and 

maritime interest and the development of navy are not proportionate. The 

policy makers of Pakistan kept this sector on least priority. Since long 

time this negligence went in the favor of India which is enjoying the ratio 

of 5:1 in terms of combat vessels, air assets and manpower with 

Pakistan.
327

 

The development of maritime sector in Pakistan is very slow due to many 

reasons, ranging from demographic and socio-economic features to the 

non-availability of technological base and funds. These features are further 

multiplied by the deficiency in understanding the importance of this sector 

by the policy makers. The country could not succeed in the exploitation of 

her maritime potentials to full capacity. For becoming a maritime state 
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Pakistan enjoys an advantageous position and has all the potentials. Its 

economy can be improved and importance can be maximized in the region 

by developing its maritime infrastructure along the coast.  

Pakistan has to understand the importance of maritime sector and its 

development because of many reasons, like; 

 The deletion in land resources throughout the world is very fast; 

this is specifically true for developing countries. Countries like 

Pakistan, having free access to sea are forced to move from land 

resources to sea resources. 

 Access to sea for countries is free and doesn’t need any permission 

in comparison of land boundaries and airspace. 

  Nations on the coastline are more successful as compare to the 

landlocked countries primarily because of better economic 

opportunities and  strong navy  defense 

  Pakistan has about 960 Km coastlines, which is a door towards the 

riches of the Arabian Sea.  

 EEZ, the largest province of Pakistan is full of resources, which 

needs maritime awareness for exploitation. 

  Transportation through sea is much more economical than land 

and air transportation. 

 The geographical location of Pakistan makes it strategically very 

important in the region; Pakistan can provide a plateform to the 

Muslim countries unity due to the easy access to these countries 

through sea. 
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There is positive relationship between trade and growth; and that trade has 

positive effect on the income of a nation.
328

 This is the age of globalization 

which is made possible through the easy access and tremendous trade 

through sea. It is a common fact that bigger economies generate more 

trade, and Pakistan, with GNP over $60 Billion and trade volume forecast 

of 78 million tons,
329

 has embarked upon a maritime venture of building a 

port at Gwadar. 

Pakistan at present is working with the commercial ports of Karachi and 

Bin Qasim. In 2008 About 2,122 ships, including 438 oil tankers, 223 

general cargo ships, 406 bulk cargo ships, and 1055 container ships visited 

Karachi coast. 
330

Pakistan’s sea-borne trade will be 78 million tons per 

annum by the year 2015.
331

 The ports of Karachi and Qasim are working 

at full capacity and will not be able to cope with future demand. In 1973 

Pakistan asked the United States for financing a third seaport in the 

province of Baluchistan, but it was declined.
332

 The proposal was pending 

for over 25 years, till China came forward for financing the project and 

construction of port at Gwadar. Gwadar port got importance for China and 

rest of the world due to its beneficial placement in Arabian Sea.  Gwadar 
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port, being a deep sea port near the Gulf region, would have to handle 

considerable cargo in the next few years. 

SHIPPING INDUSTRY AND ECONOMIC 

DEVELOPMENT 

There is direct relationship between the development of shipping industry 

and economic development. Therefore, a vigorous shipping industry is 

getting importance day by day for nations.
333

 With the passage of time, the 

reliance on trade and linkages are getting more importance for 

interdependence globally. As more than 90% of international trade is 

transported through sea so shipping services is essential for international 

trade.
334

Lovett (1996) argues that, “there is strong relationship between 

growth in trade and healthy merchant marine”.
335

In addition there is a 

symbiotic relationship between transportation and trade. It is generally 

believed that trade demands transportation, but a lot of trades in the 

developing countries are the products of efficient and economical 

transportation.
336

 The Shipping industry is continuously providing 

comfortable and economical transportation to maintain and expand trade. 

Healthy shipping industry of a country ensures continuity in trade, 

generates revenues, creates wealth and provides employment. Although a 
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lot of risk is involved in developing the shipping industry and it is highly 

costly but its role in the development of the economy of a country can not 

be ignored. 

As Pakistan is a developing country, the shipping problems of developing 

countries are important to discuss. Developing countries are sharing 

20.3% of world tonnage out of which 74.1% goes to Asian 

countries.
337

Developing countries are growing faster than the rest of the 

world and they are more dependent on trade to market their raw materials, 

agricultural products, and low tech manufactured goods with the 

industrialized countries and also to import high tech manufactured goods. 

Developing countries need quick, safe and economical transport services 

for their foreign trade. Unfortunately, a number of developing countries 

are deprived of the advantages provided by multimodal transport because 

they are lacking the appropriate legal frame work and necessary land 

infrastructure required for such transportation. The International carriers 

do not opt to offer one contract which covers the whole journey from 

origin to destination. The physical inspection of cargo by costumes in 

developing countries is another reason requiring additional loading and 

unloading of containers in the port or at the borders. 

Freight charges for developing countries are higher in comparison of 

developed countries because of the poor road infrastructure, low trade 

volume, lengthy border procedures, inadequate customs treatment of the 

                                                 
337
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container itself, and the insecurity involved in moving containers 

overland, all add to the costs and risk associated with the land leg of 

multimodal transport. For participation in world trade, Connection to 

global transport and logistics networks is a must.
338

 

For the reduction of their trade costs, the developing countries are trying 

to enhance their own shipping industries to ship their own products. In this 

way these countries can save foreign exchange, can reduce transportation 

cost and thus promote the country’s foreign trade, can take benefit from 

profitable shipping operation, can provide added employment, and assure 

sufficient and consistent shipping services.
339

  

History shows that Pakistan was having four small size oceanic ships at 

the time of independence which become 14 in 1950 and 71 in 1971 before 

the separation of East Pakistan.
340

 The well developed Karachi ship yard 

was having more than a dozen ship repair workshops with trained 

employees and skilled labors.
341

 With the separation of East Pakistan, the 

sea trade between the two parts of the country ended and Pakistani 

merchant marine had to compete internationally. The announcement of 

nationalization of private owned industries in 1974 finished a healthy 
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competition between private and public companies.
342

 The Pakistan 

National Shipping Corporation (formed in 1979 by merging National 

Shipping Corporation and Pakistan Shipping Corporation) could not do 

well although it was having full monopoly in shipping sector.
343

 

On 10
th

 of July 2001 Pakistan Merchant Marine Policy 2001 was 

announced.
344

The aim of this new policy was to attract both local & 

foreign and public & private investment by offering a range of incentives. 

Along with other incentives the new policy includes the Income Tax 

exemption till 2020.
345

 

United Nations Conference on Trade and Development (UNCTAD) 

reported in 2002 that Pakistan National shipping Corporation (PNSC) 

handles only 5% of seaborne cargo while the minimum requirement for a 

national flag carrier is 40 percent.
346

 The government owned Pakistan 

National Shipping Corporation operates a fleet of eleven multipurpose 

ships, three containerships and one tanker, quite insufficient for the 
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national requirement. The majority of trade is conducted through private 

international shipping companies. 

The resource situation and size of trade shows that Pakistan has a potential 

to save net foreign exchange from shipping. Pakistan’s heavy reliance on 

foreign shipping companies forces Pakistan to spend $ 1.5 billion yearly 

out of foreign reserves.
347

 The PNSC is hardly expected to perform well in 

future. It is expected that more foreign shipping will be involved with the 

economic growth and the subsequent increase in the trade volume. 

Pakistan can save the foreign reserves by investing in shipping sector. The 

importance of this investment has two big advantages. First the country 

can transport its own products to foreign countries and can save money 

which has to be paid to the foreign shipping companies in case of hiring 

them and second, it can earn foreign exchange through it. 

Another very justified reason for investment in shipping sector is the 

development of Gwadar port. Its chances are bright to have tremendous 

transit trade form Central Asian States, China and Afghanistan and will 

also boost the domestic trade between Gwadar and Karachi. Further more, 

by offering Gwadar port as hub port there will be need for feeder shipping 

to serve the smaller ports and if Pakistan invests in shipping sector, it will 

earn a lot of revenues for Pakistan.  
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EXPECTED TRADE THROUGH GWADAR PORT 

 Global Trade Trends 

International trade is considered as primary engine for growth and 

development. There were many countries who were emphasizing on the 

strategies to be self sufficient and to protect their own markets in the past. 

But now a days it is generally accepted that the economic growth of a 

country is possible only if it is integrated with the world markets.
348

  

International trade growth is faster than the world economic growth. 

Between 1983 and 2006, world GDP grew by 4.3% per annum and the 

value of manufactured exports grew by 6.6% per annum.
349

 Economies of 

the world are moving more rapidly towards interdependence with the 

advancement and facilitation in transportation. Sea is the provider of most 

economical and efficient mode of transportation and more than 90 percent 

of the global trade is transported through sea. 

Hill argues(1986) that, “ the contribution of seaborne trade is not only for 

the growth in international economy but it also serves as an engine to 

develop the domestic economy and is a vehicle for the development and 

modernization of a country”. 
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Figure 33: World seaborne trade 1969-2009 

 

Source: Fearnley's Review 

 

He further notes that, “in most of the top thirty economies, 10% of national 

income comes from trade through sea”.
350
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The growth in the international container trade, which is the outcome of 

economic growth, has far exceeded the rate of growth of maritime trade as 

a whole.
351

 Between 1983 and 2006, the volume of containerized cargo 

grew by 10.0% per annum. As the result of transshipment movements (the 

transfer of cargo from one ship to another) the number of containers 

handled in the world’s ports grew at even faster rate.  

Figure 34: Past and forecast global container volumes (1980–2015)   

 

 

Source: Study estimates based on IMF and other sources.  
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The world growing energy need is important to be discussed in the same 

context.  US Energy information Administration report 2010 estimates 

World use of liquids and other petroleum growth as 86.1 million barrels 

per day in 2007 , 92.1 million barrels per day in 2020, 103.9 million 

barrels per day in 2030, and 110.6 million barrels per day in 2035. Natural 

gas consumption worldwide will increase by 44 percent, from 108 trillion 

cubic feet in 2007 to 156 trillion cubic feet in 2035. 

Figure 35: World market energy use by fuel type 1990-

2035(Source:International energy outlook 2010) 
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The main consumption areas of natural gas are industrial sector and 

electricity generation. Liquid fuels are mainly used for transportation 

which will increase from 53 percent in 2007 to 61 percent in 2035 

accounting for 87 percent of the total increase in world liquids 

consumption.
352

 The high speed growth in Asia and economic recovery in 

the western world are main factors contributing in energy demand. The 

developed countries are working effectively on energy efficiency 

programmes but there will be a global need for much more energy if 

people in the less developed countries are to improve their standards of 

living. 

There is a profound effect on the world income and energy use due to the 

global economic recession that began in 2008 and continued into 2009. 

China and India were the only two nations which were least affected by 

the global recession, and they continue to lead the world’s economic 

growth and energy demand growth. They accounted for about 10 percent 

of the world’s total energy consumption in 1990 and 20 percent in 2007 

together. Strong economic growth in both countries continues, with their 

combined energy use more than doubling and will account for 30 percent 

of total world energy consumption in 2035. With such a strong demand 

from these two countries for energy and the reduction in the oil energy 

producing resources the natural resources of Central Asia have gained 

importance.  Pakistan’s Gwadar port is the most economical and shortest 
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route for Central Asian States to reach to the world’s energy markets. 

Therefore, it is expected that tremendous trade is going to flow through 

this port that will generate a lot of revenues for Pakistan.  

Expected Trade – Central Asia 

Central Asia, which is composed of five republics Kazakhstan, 

Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan, has emerged as one 

of the world’s fastest growing regions after independence and has shown 

notable development potential. This is noteworthy because the region is 

composed of small landlocked economies having no access to sea for 

trade. The states of Central Asia have adopted market-oriented economic 

reforms for economic growth and private sector competitiveness. The 

region is very rich in high- priced commodities like oil, gas, cotton and 

gold. With the population of more than 55 millions (by January 1, 1999) 

the region is situated east of the Caspian Sea between Russia, China, 

Afghanistan and Iran, having area of as much as twice of Western Europe. 

Because of its rich resources, increased FDI, infrastructure development 

and adoption of new macroeconomic policies, the region showed 

Economic growth of 9.9% per year in 2002–2004.
353

 It can be seen that 

the growth led by oil and gas sector has encouraged the development of 

services and manufacturing sectors also. The manufactured exports have 
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grown at about 10% per year in 2003.
354

 There is reduction in poverty to 

around 41% due to the economic growth and employment opportunities. 

In 2004 the GDP per head became $889, putting the region in the low 

income economies. It is expected that the average per capita income for 

the region in 2015 will be of $1,871 and will place the region within the 

ranks of today’s middle-income economies.
355

 

A unique blend of economic, political, and geographical features has made 

this region extremely important globally. Four of these features are very 

prominent. The region’s natural resources (including oil, natural gas, gold, 

and other metals) , its strategic position as it is  a gateway between Europe 

and Asia and offers extensive potential for trade, investment, and growth,  

the regions vast geographical area with different climates, many countries 

are landlocked and have harsh climates, both of which impose large 

transactions costs on economic activity and its transition from communism 

to the market-oriented reforms based on macroeconomic stabilization, 

trade openness, and private sector development. In its first regional 

economic outlook for the Middle East and Central Asia, the International 

Monetary Fund (IMF) notes that “A favorable external environment 

combined with generally sound economic policies to produce strong 

macroeconomic performance for the countries of the Middle East and 
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Central Asia in 2003 and early 2004. Prospects are for continued strong 

performance through 2005”.
356

 

It is expected that out of the region Uzbekistan, Tajikistan and 

Turkmenistan will use Gwadar port for their exports as they have close 

geographical proximity with Pakistan. The imports of CARs through 

different ports include consumer goods, electronic items and garments. 

Among the exports are oil, gas, cotton, metal ores and machinery.
357

 The 

trade relations between Pakistan and CARs are limited to banking service, 

leather products, hotels and training. The expected oil and gas transit and 

land-to-sea trade through the infrastructure of Pakistan will definitely 

generate incomes for Pakistan through transit fees and tariffs. It is 

expected that around $ 1,000,000 per year will be generated as revenue 

through trade between Pakistan and CARs.
358

  

The future trade estimation of central Asian states at this point of time is 

difficult but a reasonable amount of trade can be expected between Central 

Asia and South Asia if there are feasible transit routes and uniform tariff 

policies. The Central Asia Regional Economic Cooperation (CAREC) is 

trying to integrate the Central Asian countries into the global trading 

system. According to an ADB report, “alternative transit routes through 

Southwest Asia, together with reciprocal trade liberalization under 

regional trade agreements, can help liberalize trade policy at relatively 
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low costs, reduce the risks of protectionist measures by trading partners, 

create new trade, and improve social welfare.”
359

 The ports of Chabahar 

of Iran and Gwadar of Pakistan are planned with this purpose. Central 

Asian countries will be able to export their energy, cotton, and other 

minerals to the international market only if they have economical access to 

sea ports. The international trade of the countries like Central Asia 

depends on the transit transport structure of their neighboring countries, 

which are out of their control. Unfortunately the countries surrounding 

Central Asia themselves are developing countries and their abilities to 

improve their infrastructure and transit services are limited. These 

countries need international support for the development of these transit 

routes and internal infrastructure from ports onwards.
360

 

The Caspian Sea region and Central Asia are very rich in oil and gas 

which can provide economic growth to the region and develop the living 

standard of their residents. If properly explored and exported the oil and 

gas of this region could provide energy for economical development of 

both Europe and Asia. Only the Caspian region contains tremendous 

untapped hydrocarbon reserves.  Proven natural gas reserves are estimated 

at more than 236 trillion cubic feet. The region's total oil reserves may 
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well reach more than 60 billion barrels of oil. Some estimates are as high 

as 200 billion barrels.
361

  

The oil and gas reserves of the five central Asian states are given in the 

table. 

Table 18: Oil and Gas reserves of Central Asian States 

 

Source: Energy Information Administration.
362

 

The Caspian Sea region is producing oil and gas since long time but its 

potentials are much larger and have the ability of more production. In 

2005 the total production was 1.9 million barrels per day which was 2 

percent of worlds oil produced. There is the possibility of 184 billion 

barrels of crude oil reserves of this region which multiply the present level 

with five and will make the reserves of the region almost equal to the 
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amount now held by Saudi Arabia and would be 15 percent to world crude 

oil reserves.
363

 

Table 19: Oil and gas production of Central Asian States 

 

n.a. - Not available from specified sources. 

a Includes natural gas liquids. 

b Regions near the Caspian Sea. 

c Consumption. 

Sources: BP Amoco. BP Statistical Review of World Energy 2001, June 2001; BP BP Statistical Reviewof 

World Energy June 2006; Energy Information Administration. Energy Information Administration. 

Caspian Sea Region: Survey of Key Oil and Gas Statistics and Forecasts, July 2006; EIA. International 

Energy Outlook 2006, June 2006, [http://www.eia.doe.gov/oiaf/ieo/index.html], viewed September 7, 2006. 

 

Central Asian States have to find the way to export their high priced 

resources to the regions where their demand is high. Central Asia is 

geographically and politically isolated. All the states of Central Asia are 

passing through difficult political challenges. Some of them are involved 
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in conflicts and wars and some are passing through transition period where 

as lot of changes are introduced in laws and rules. Another main problem 

is that the region has to adopt the way of transporting oil and gas through 

the pipelines constructed in Soviet Union era which tend to end towards 

Russia in the north and west having no connections to the south and east. 

At this stage Russia is not in demand of much foreign oil and gas. Russia 

is also not having the capacity to deliver it to the other markets.
364

 

According to  John J. Maresca, vice president of international relations, 

UNOCAL corporation, “ At Unocal, we believe that the central factor in 

planning these pipelines should be the location of the future energy 

markets that are most likely to need these new supplies. Western Europe, 

Central and Eastern Europe, and the Newly Independent States of the 

former Soviet Union are all slow growth markets where demand will grow 

at only a half a percent to perhaps 1.2 percent per year during the period 

1995 to 2010. Asia is a different story all together. It will have a rapidly 

increasing energy consumption need. Prior to the recent turbulence in the 

Asian Pacific economies, we at Unocal anticipated that this region's 

demand for oil would almost double by 2010.”
365

 In Asia Japan is already 

importing a significant quantity of natural gas. The energy consumption in 

India and Pakistan is also growing rapidly. China’s proven oil and gas 

reserves are not sufficient to cope with its future energy demand and the 
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potential size of its economy increases its oil consumption.
366

How these 

Asian markets will receive the oil and gas from Central Asian States is 

still a question. Pipe line may be one option but on the purely economic 

side, the longer the pipeline route, the less attractive it is to the producers, 

because the producer has to pay transit fee to the countries from where 

these pipe lines are passing. Being a source of revenue for the government, 

politics is highly involved in the selection of pipeline route. Two options 

are available to Central Asian states in selection of pipeline routes. One is 

towards east through China by constructing 3,000 Km pipe line only to 

reach to Central China and than an additional 2,000 Km to reach to the 

markets along the coast. As such a pipeline is very long so the cost of 

transporting oil through this route will be very high which will reduce the 

net profit of the oil producing country. The suggestion given by Unocal is 

such a pipeline which would become part of a regional system. This 

pipeline will collect the oil by using the existing pipeline infrastructure in 

Turkmenistan, Uzbekistan, Kazakhstan and Russia and will be connected 

onwards with a 1,040-mile long oil pipeline towards south through 

Afghanistan and will end on the new deep sea port of Gwadar in 

Pakistan.
367

 Kushka of Turkmenistan is 1200 kms away from Gwadar 

while nearest Black Sea port of Odessa in Ukraine is approximately 3,400 

kms away from Central Asian States. This clearly shows that Gwadar port 

is the most economical option for Central Asian exports. Apart from the 
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pipe line road linkages are also planned. A highway of about 500 Km 

connecting Central Asian States with Gwadar is one of them.
368

 It is 

assumed that Russia will also use this road connection for its trade through 

Gwadar port. It is expected that this route will provide most economical 

and speedy transport facility to Russia as compare to the existing 

arrangement of trade that is the shipment of goods from South Asia 

through the Suez Canal and the Mediterranean and then into the Atlantic 

and North Sea to Baltic ports. It is predicted that the delivery time will be 

reduced up to 20 days, and the cost per container will decrease by $400 to 

$500 if Russia is using this route for trade.
369

 

An agreement has been signed in Ashgabat, the capital of Turkemanistan, 

paving the way for construction of a gas pipeline from the Central Asian 

republic through Afghanistan to Pakistan. The estimated cost of the 

project is about $2.5 billion.
370

 The building of this pipeline is under 

discussion since many years but the unstable political situation of 

Afghanistan is the big hurdle in the way of its construction. In such an 

unstable situation Pakistan should switch over to the Iranian route for the 

time being for its Central Asian trade. Central Asian goods can be brought 

to Bander Abbas port of Iran by Train and then by road to Gwadar for 

onwards shipment to Karachi through the Coastal Highway.
371

 This will 
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be the easiest way provided to Turkmenistan by using the Iranian road and 

rail linkages for transit trade. The same facilities can also be provided to 

other Central Asian States for example, Uzbekistan can export its products 

through Turkmenistan to the Far East and Palm Oil imports from 

Indonesia and Malaysia to Central Asia. For its own import export 

Pakistan can also use the same route.
372

 Pakistan has offered separate 

terminals at Gwadar port to capture the transit trade of the Central Asian 

Republics (CARs) and other regional countries. Pakistan is ready to 

provide a separate terminal to Kyrghiz republic and would welcome all the 

neighboring states of the CAR’s to use the port as transshipment trade of 

the region.
373

 

Figure 36: Oil and Gas pipe lines through Gwadar port 
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Expected Trade –China 

“Pakistan and China, expressing determination to further elevate their 

all-weather friendship and strategic partnership, have decided to further 

deepen and broaden the strategic economic engagement for achieving 

common development and welfare of their peoples,”
374

 (Pakistani Prime 

Minister Shaukat Aziz's on his official visit to China in April 2007). 

Statement shows that the friendship of Pakistan and China is now taking 

another turn to cover the economic chapter of their relationship, i.e Trade, 

Investment and Energy co-operation.  

China and Pakistan both have the same approach of maintaining periphery 

stability and making neighbor partners.
375

 Pakistan and China both are 

keen in fulfilling the needs in areas like search of markets for their 

products, investment in the industrial sector, reliable sources of energy, 

and infrastructure development in transport and communications. 

Since 2000 the trade between Pakistan and China has increased to a 

greater extent. In 2001 trade between China and Pakistan was $1.4 

billion.
376

 The volume of total trade between the two countries increased 

to more than $3 billion in 2004 and to $4.26 billion in 2005, almost 40 % 
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increase in one year.
377

 It is expected that with the construction of Gwadar 

port this bilateral trade will increase many folds. The most dominant co-

operation between the two countries is in the energy sector which will 

continue onwards. Pakistan has offered itself as energy corridor for China 

during the President Musharraf's Beijing visit in February 2006 as this is 

the shortest route from Gwadar port through the Karakoram Highway 

(KKH) to the Western China, which is going to be a new economic hub in 

near future
378

  

The eastern China is more developed than western China. China has 

implemented the go west policy for the development of western China. 

The western China got the attention of the central government due to its 

high priced resources of oil and gas, very cheap labor force and potential 

huge market. The edge of western China, Xinjiang is 4,500 kilometers 

from the ports of eastern China, but only about 2,500 kilometers from the 

Gwadar port.
379

 The main key to the success of Eastern China is that its 

cities at the eastern coasts are producing industrial products and have 

access to the international markets through ports. It is relatively easy to 

develop coastal areas. But the western provinces of China have a difficult 

topography and are far away from the sea, therefore require huge 

investments in the development of transport infrastructure. With the rapid 
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economic growth China it is now in the position to provide funds for the 

development of these areas.
380

 Practical steps are being taken by China to 

create the trade and energy corridor that Pakistan has suggested. The most 

significant act is the agreement between China and Pakistan for the up 

gradation and rebuilding of KKH signed during President Musharraf's 

February 2006 visit to China. This road will be broadened to three times of 

its existing width for handling the heavy duty cargo.
381

 The basic purpose 

of this arrangement is bringing security from political, energy and 

economic perspectives. The up gradation of KKH for trade is an excellent 

example of co-operation supported by heavy funds provided by China and 

space provided by Pakistan. This will make Pakistan a compulsory part in 

Chinese trade and China will get an exit and entry point to the Arabian Sea 

by using Ports of Pakistan. It is highly expected that China will prefer to 

use Gwadar port for the trade of its western region. The western China is 

already connected to Pakistan through The existing Karakoram highway. 

With further up gradation of KKH and Gwadar- Ratodero - Khuzdar road, 

this will be the most short and economical trade route for western China. 

Expected Trade – Afghanistan 

Afghanistan’s unstable political situation has blocked its economic growth 

since long time. When it will move on the path of development, it will 

definitely need new avenues for its economic growth. The country is rich 
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with large deposits of oil, coal, copper, Iron ore, precious stones and other 

minerals. On the stabilization of political situation and by getting the 

capability of exploiting these potentials the country will need economical 

and feasible trade routes to sea. Gwadar port can provide this opportunity. 

Both Pakistan and Afghanistan need each others co-operation. 

Afghanistan is not only a wide market for Pakistani products but also an 

approach channel to Central Asian States. Similarly the poorly developed 

economy of Afghanistan is dependent on Pakistan for not only Pakistani 

goods but for transit trade facilities also.  

For Pakistan and Afghanistan the economic chapter of their relationship is 

very important. Not only the statements of their leaders show it very 

clearly but it can be clearly understood from the increase of trade between 

the two countries, and the active participation of Pakistan in the 

reconstruction activities in Afghanistan.
382

 Pakistan is emphasizing its 

position as a bridge- linking Central Asia, South Asia, and West Asia; but 

there is also an emphasis on Afghanistan. Foreign Minister of Pakistan, 

Khurshid Kasuri, in an address at the German Council on Foreign 

Relations on April 26, 2006 stated that “We have direct stakes in the 

progress and stability of Afghanistan”.
383

  

As Afghanistan is a landlocked country, it definitely needs an exit for its 

exports and therefore is dependent on Pakistan for its trade. Under Afghan 
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foreign trade agreement (ATTA) of 1965, Pakistan has been providing 

trade facility to Afghanistan. The ATTA allows Afghan cargo movement 

only through Karachi Port from where the cargo is transported to 

Afghanistan through border towns- Landi Kotal in KPK or Chaman in 

Balochistan. The existing trade agreement does not have any provision of 

Pakistani trade with CARs through Afghanistan - the dream of Pakistan to 

become the central point of trade for Central Asia and introduce itself as a 

gate way to Central Asia. With the new government of Karzai, There is a 

new turn in Afghan trade. Being a joining point for Central Asia, Iran and 

India, Afghanistan is receiving a lot of concessions from these countries 

for trade. Pakistan and Afghanistan signed a memorandum of 

understanding (MOU) on May 6, 2009 for improving trade facilities 

between the two countries.
384

 Here, both countries agreed to conclude and 

sign a complete Afghanistan Pakistan Transit Trade Agreement (APTTA) 

as soon as possible and it was signed in October 2010. This will be 

advantageous for both of the countries and they can entertain themselves 

with greater regional and international trade linkages and export-oriented 

business development. US Secretary of State Hillary Clinton appreciated 

the signing of agreement and denoted it as historic event. "The pact is an 

important milestone in their efforts to generate foreign investment, 

stronger economic growth and trade opportunities," quoted Reuters 

Hillary Clinton as saying. “Nothing opens up an area to economic 
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development better than a good road with good transit rules and an ability 

to transport goods and people effectively.”
385

 

By offering Gwadar port to Afghanistan for trade through ATTA Pakistan 

wants access to CARs in return. The geographic location of Afghanistan is 

giving it a significant strategic position. Being a bridge in the South Asia, 

Central Asia and Iran, its rebuilding and opening up will provide a boost 

to the economic growth of the region. Based on its geo-strategic location, 

though a landlocked country, it can emerge as a hub of economic activities 

connecting Europe, the Middle East, and Central Asia.  

The new port of Pakistan, Gwadar port,   with proper planning , excellent 

infrastructure, provision of services and support of government in 

clearance of transit trade should be the first option of Afghan traders than 

any other port of the region. If Afghanistan opt Gwadar port for trade, it 

will boost economic activities in the country. The port will motivate the 

shipping companies moving cargo to and from land-locked Afghanistan 

As Afghanistan has agricultural economy, for finished products it 

dependents on imports. Wide range of products like medicines, machinery, 

household goods, chemical materials, fabrics, cloth, shoes, cement, bricks, 

tin food, metals, petroleum are included in its imports.
386

 Till now the 

country could not prove itself as a good trading partner because of the 

unstable political situation, the security problems, inadequate 

transportation infrastructure and high level corruption. But apart from all 
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these problems there is a considerable increase in trade between 

Afghanistan and Pakistan. Two countries are extremely important for 

Afghanistan regarding trade- Iran and Pakistan. For bilateral trade and 

donor cargo the routes of Pakistan are used while the commercial trade of 

3
rd

 countries is dealt through the routes of Iran. 50% of petroleum imports 

are also dealt through Iranian routes. The Iranian Road network can be 

used to make Gwadar port more economical for Afghan transit trade. 

Trade between India and Afghanistan is already running through the 

Iranian transport network. The shortest route from Gwadar to Saindak is 

under construction which will be the shortest route between Central Asia 

and Arabian Sea. High priced goods like oil and gas can be shipped to the 

world markets through Gwadar port which will help in the economic 

development of these countries. The announcement of free trade zone and 

an export-processing zone of Gwadar made Afghani traders in favor of 

Gwadar port. Most commercial cargo has in the recent past been routed 

via Iran to Afghanistan. Iranian port of Chahbahar is expected to be the 

strongest competitor of Gwadar port for the transit trade of Afghanistan, 

Central Asia and even China. Cooperation not the competition between 

the two ports - Chahbahar and Gwadar - can further strengthen economic 

and trade ties between Pakistan and Iran. Both the ports should emerge as 

supporter instead of competitor in regional trade. Iran is already supplying 

electricity to various towns of coastal Balochistan and it plans to expand 

its supply to other areas. 
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In December 2006, the visiting Iranian Deputy Commerce Minister, Dr 

Sadegh Mofatteh, said, “We are ready to provide transit facilities through 

land route to Pakistan”.
 54

 In return Iran wants the use of KKH for trade 

with china. The extension of co-operation with Pakistan in The 

development of Gwadar port would benefit Iran also. The state-run 

Tavanir- an Iranian power company- under an agreement signed in 

February 2007 will provide 100-megawatt power for Gwadar port city 

through a 170-km double circuit transmission line, a 100-km long line will 

be constructed in Pakistan and remaining 70 km in Iran.
387

  

Another important project providing benefit to Afghanistan is Trans-

Afghanistan Pipeline (TAP) carrying 30 billion cubic meters of gas per 

annum from Turkmenistan’s gas fields to Gwadar, providing transit fee 

benefit to Afghanistan. For Pakistan it will be really beneficial as plans to 

build a liquid-gas plant at the Gwadar port is sorted out.  

Expected Trade – Domestic 

Trade volumes of countries differ from as little as few hundred thousand 

tons to millions of tons. The sea borne trade of a country depends on a 

number of variables. Stopford(1997) argues, “the most obvious 

explanation for the size of a country’s seaborne trade is the size of its 

economy, The bigger the economies the greater they are likely to generate 

the trade”.
388
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The relationship between trade and the GNP is dynamic. With the growth 

of the countries the economies change and the trade of the countries too. 

Even it is observed that the trade of a country is different at different 

levels of economic growth.
389

So, being an economic activity, the sea 

borne trade is little affected by the population and the land mass of the 

country and higher by the economic growth. The economic activities not 

the numbers of people create the demand for import and exports.
390

 

Pakistan has observed significant economic growth in the period of 2005-

06, despite of high oil prices and natural disasters (earth quake of Oct 8 

2005). Pakistani corporate and consumers were highly involved in their 

economic activities. There was good spending from consumer side and 

positive investment from investor’s side. Pakistan’s average economic 

growth from 2002 to 2006 was 7%,
391

 showing it among the fast growing 

economies of the region. This happened due to changes in policies in 

industry, agriculture and services, and high investment in these areas 

which reached to 20.0 percent of GDP.
392

 

Pakistan depends heavily on the sea for its economic activities. There is a 

reasonable increase in Pakistan’s import and exports. According to 

economic survey 2007-2008, Exports were targeted 12.9 percent higher 

than 2006 and there was 5.9 % increase in imports.
393
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Sea routes are very commonly used by the countries for trade. About 100 

countries are trading through sea with an annual trade volume of more 

than 100,000 tons. Pakistan is ranked 45
th

 among these 100 sea-trading 

nations with a total trade volume of 25 million tons according to the sea 

trade data of 1990-1991.
394

This trade volume increased to 41.5 million 

tons in 2003, with almost 5% increase per annum.
395

 The growth of Sea 

borne trade in developing countries is higher as compare to World Sea 

borne trade. During the year 2002 the growth of the economic output for 

developing economies reached 3.3% while world average was 1.9%. 

With the better economic performance in the period of 2001 to 2007, 

Pakistan came at the take-off stage according to some analysts,
396

 which is 

defined as “an economy in the second stage of economic development 

where there is a certain degree of capital accumulation to provide the 

foundation of economic growth.”
397

 

Pakistan’s sea borne trade is small but very active and fast growing. From 

1996 to 2005 national port traffic grew at a Compounded Annual Growth 

Rate (CAGR) of 6%, imports have grown at 11% CAGR.
398
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Figure 37:  National port traffic has grown strongly, especially in recent years 
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SOURCE: Gwadar Master Plan Chapter 4 p40 

 

The composition of Pakistan's exports has changed significantly with the 

passage of time. The shares of primary and semi-manufactured exports 

have declined with increase in the share of manufactured exports. During 

2000-01, the share of primary commodities, semi- manufactured and 

manufactured goods was at 13 %, 15% and 72 % respectively. However, 

Pakistan still relies heavily on the labor intensive and low value added 

  From 1996 to 2005,  

national port traffic grew at a 

CAGR of 6%. 

 Imports have grown at 11% CAGR, 

vs. 5% for exports. 

 Growth was distinctly stronger 

from 2001 to 2005, even though 

port traffic in 2004 and 2005 have 

been boosted by the influx of foreign 

aid and supplies. 

 Continued  

Macroeconomic and political 

stability of Pakistan, which are key 

for continued strong port growth, is 

assumed here. 

 Exports     
  
 Imports 
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exports.
399

It is hoped that on completion, Gwadar port will play a 

significant role in the economy enhancement of Pakistan, especially in the 

province of Balochistan. Flow of huge amount of trade is expected 

through this port as it is declared as tax free zone by government of 

Pakistan.
400

 The completion of infrastructure, connecting Gwadar with the 

rest of Pakistan will attract sizable trade from other industrial zones of 

Pakistan also, especially at this time when both of other Pakistani ports are 

working at their full capacity. The short term forecast for Gwadar port 

traffic is 42-65 million tons, with liquid bulk and containers as the main 

contributors. 
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Figure 38: Short term forecast for Gwadar port 
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Transshipment and national export import is expected to contribute 84% 

of container traffic by 2020. Global container growth is expected to be 7% 

per annum until 2020, Container transshipment volumes in Middle East 

and South Asia is between 21-39%. Gwadar market share is expected to 

be 2-4 % for ME/SA. It is likely to capture between 7-11 million tons of 

Transshipment volumes by 2020. Due to cost advantages, Gwadar can 

capture up to 25% of the National import/export market by 2020, while 

container Export Import growth is between 2-13 %.Gwadar will 

capture15% of Pakistan’s share of transit trade with CARS, 40% for 

Afghanistan and 12% for Xinjiang. 
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Figure 39: Gwadar’s port traffic forecast 

 

 

 

Local industry development can contribute 4% and city growth by 1% to 

container traffic at Gwadar port. 
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Figure 40: Contribution of different sectors to the container traffic of 

Gwadar port 

 

 

 

Source: Gwadar Master Plan, chapter 7 page 33  

 

Balochistan province of Pakistan is full of mineral resources, the 

exploitation of these resources weren’t possible till yet due to 

infrastructure difficulties. Special emphasis is given to the infrastructure 

development in the province due to expected economic activities through 

Gwadar port. In this way the province of Baluchistan will get an 
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opportunity of development due to the construction of roads. It is very 

much cleared from the renewal of Saindak project. The project gave 140 

million rupees to foreign exchange in 1995 during the trial production and 

is aimed to produce lots of copper and gold for the country which will be 

much more than domestic needs and Pakistan can export it through 

Gwadar port for earning foreign exchange.
401

 It is expected that the project 

will have the ability to produce as much as 45,000 tons of copper and 

other valuable minerals. 

The coastline of Pakistan is greatly used by the fishermen for fishery. It is 

not only providing employment to almost 300.000 fishermen but also to 

400,000 more people indirectly related to this field. Karachi fish harbor 

handles is giving almost $120 million earnings to the country through 

handling almost 90% of county’s fishery.
402

  It is anticipated that with the 

construction of Gwadar port, there would be a marked improvement in 

fish and seafood catch along with the enhanced offshore exploitation of 

EEZ. 

INDUSTRIALIZATION OF THE AREA 

The developing economies need to emphasize on the rapid 

industrialization and trade for their economic growth and reduction in 

poverty. Selection of the beneficial industries should be carefully done by 
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these economies keeping in view the resource requirements, comparative 

advantages, linkages with other sectors and regions nationally and 

internationally to take full advantages of the globalization process. 

Keeping in view the growth level of these economies resource-based and 

agro-based industries are suitable for the attainment of their goals of rapid 

economic growth and poverty reduction. These industries may be food 

processing, herbal processing, mineral processing, textile & clothing and 

cement & building material etc. The development of such industries will 

create a lot of job opportunities and can promote income generation. The 

creation and promotion of special economic zone and export processing 

zones can greatly enhance the industrialization in these economies. A 

specialized package of incentive for Gwadar EPZ is being finalized by the 

Government of Pakistan in this regard.
403

 

Industrial development is a key lever to accelerate and sustain rapid 

Gwadar port development. There are many positive examples and role 

models of rapid port development driven by rapid local industrial and city 

development. Gwangyang port is one example of successful ports which 

has relied on local industrial development to kick-start and sustained port 

development. It is dominated by POSCO’s Gwangyang Works Steel Mill 

(29 million TPY) with direct contribution of about 64% of port traffic. 

After so many years of its operation it still remains successfully driven by 

industrial development. Its industrial development also spurred rapid 
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growth of the city, which in turn contributes strongly to port traffic 

development.
404

 

By leveraging on a set of competitive advantages, Gwadar shows 

promising industrial development potential and will, in longer term, 

become an industrial powerhouse, contributing to Pakistan economy. 

Gwadar’s competitive advantages show industrial opportunities in several 

areas. 

Table 20: Industrial development potentials and competitive 

advantages 

Competitive advantages Industrial opportunities 

Greenfield, low land cost Land intensive industrial complexes like 

steel mill 

Low labor cost Labor intensive sectors e.g textiles 

Proximity to oil and gas recourses Oil and gas related processing and 

downstream industries e.g petrochemicals 

Proximity to fast growing Gulf states Export industries that meet gulf states 

import needs e.g automotive 

Proximity to major shipping lanes Ship services related industries e.g ship 

supplies 

Some agriculture resources, including 

coastline 

Food processing industries, juice 

extraction, fish processing, fisheries 

Some mineral resources Mineral processing e.g Building materials 

Short access channels ,deep draft, short 

turn around time 

Industries that require large import/export 

e.g oil refineries 
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According to Arthur D Little analysis for the final report on Gwadar 

master plan- the assessment of the industrial development showed highly 

promising results. Out of 38 industries the analyst identified 11 priority 

industries and grouped them into three categories, heavy industries, 

manufacturing industries and petrochemical industries. 

Table 21: Industry groupings 

Heavy industries Manufacturing Petrochemical 

Iron, steel and 

fabricated metals 

Food processing Oil refining 

Cement based 

products 

Textile and Clothing Petrochemicals 

Building material *Automotive Fertilizers 

Marine services  LNG terminals 

Shipyard   

*Automotive   

Source: Gwadar master plan.
405

 

*Automotive belongs to both heavy industries and manufacturing industries. 

 

Market potential and feasibility were assessed for each industry, leading to 

conclusions about development potentials. 

Steel industry at Gwadar port: The ever increasing prices of steel and its 

raw material like iron ore and coke are posing strong pressure on the 

government of Pakistan to plan sound policies for production of steel 
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which is important for economic growth as the growing economies of Asia 

have high demand for it. Steel is critical for industrial development. Steel 

making is a complex and capital intensive process. Steel serves as a major 

input factor to many industries, especially to the automotive, construction, 

oil & gas and engineering sectors.
406

  

Figure 41:Industries at Gwadar Industrial state 

 

 

 

Pakistan steel production and demand are not balanced. At present 

Pakistan Steel Mill Corporation (PSMC) is producing 1.1 million tones of 

steel annually, which is not sufficient to fulfill the national demand. The 

production of steel in Pakistan in 2004 was 3.0 million tones while its 
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consumption was about 4.2 million tones. The difference was covered by 

importing steel which increased to 31 percent in 2004 from 27 percent in 

2000. 

This shows that the entire production of Pakistan Steel Mills Corporation 

is utilized within the country and there is more market for further 

production. With the growth of economy the difference between the 

supply and demand will further increase and there will be more demand 

for steel. With GDP growth of 8.4% in 2004-05, the growth in   

construction and manufacturing, both related to steel demand were 6.2% 

and 12.5% respectively. The consumption of steel in Pakistan is very low 

as compare to developed countries and even many developing countries in 

the region. It can be said that there will be substantial demand of steel in 

the future domestically, both in the medium and in the long term.
407

 

Pakistan steel consumption rate is very low but will increase rapidly in 

tandem with economic development and further industrialization. The 

Pakistan domestic consumption of steel would double within 10 years 

assuming moderate economic development with an annual steel demand 

growth of 5%. Short term demand might be higher considering growth rate 

in steel intensive sectors, i.e. manufacturing sector +12.5% and 

construction sector +6.2%. The promising macroeconomic out look of 

Pakistan is quite likely to lead to more rapid growth in domestic steel 

demand to 7.9%.
408

 Local iron and steel traders have already urged the 
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government to look into the looming problem of acute shortages of steel 

products, which may hamper construction activity in the country. Since 

Pakistan Steel Mill is not in a position to meet the growing requirement of 

steel in the country, local merchants have to import products to meet their 

growing requirements of billets and re-roll able scrap. 

For regional growing economies, the gap between steel consumption and 

production is also quite high, leading to a supply shortfall. Regional 

shortfall for Middle East was 18.1 million tons and for Asian countries 

was 17.7 million tons in 2005.
409

 

Figure 42: Regional short-fall of steel:  

Middle East – 18.1 mio tons; Asian -17.7 moi tons 
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Access to key inputs, strong market demand and Greenfield status makes 

Gwadar a good potential location for a new steel mill. The basic raw 

material for making steel is iron ore and southwestern Baluchistan 

province is very rich in this mineral. The province has relatively good 

quality of iron ore. A resource of 50 million tonnes of magnetite iron has 

reportedly been established at Chigendik and Pachinkoh in Chagai district. 

Iron ore deposits have also been found at Dilband in Balochistan's 

Mastung district, which are considered the country's first economically 

exploitable deposits. The resource may contain more than 200 million 

tones of iron ore.
410

 

Recent experiences show that newly emerging port cities had good success 

in attracting steel making investments. For example QASCO (Qatar steel 

company) has decided to build a new steel mill at Mesaieed industrial city 

with the cost of approx. $5.5 million with an annual production capacity of 

240,000 mts.
411

 Pohang Iron and Steel Company of Korea POSCO will 

build an integrated steel mill located in the port city of Paradip in India. 

Farmosa Company decided to build a steel plant in Yunlin industrial park 

in south western Taiwan with amount of $140 billion.
412

 Some are under 

construction and some are ready to start. 
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Cement Plants:  

Pakistan has entered in the export market for cement recently and has 

proved itself as a good quality producer of cement. With the government 

emphasis on infrastructure, the industry has flourished repeatedly. With 

the rise in per capita income, there are high commercial activities and 

rising demand for housing on account. During the financial year-07, 

cement sales registered a growth of 31 percent to 17.53 million tones as 

against 13.5 million tones sold in 2006. The cement sales during July-

February-08 showed an increase, both in domestic and regional markets to 

18.17 million tones.
413

 The domestic sales registered an increase of 7.2 

percent to 14.4 million tones in the 2008 as compared to 13.5 million 

tones last year whereas exports stood at 3.7 million tones as against 1.8 

million tones in 2007 showing an increase of 110 percent. This increase in 

the demand of cement was the result of 60 % higher Public Sector 

Development Projects (PSDP) allocation, 7% GDP growth, increasing 

number of real estate development projects for commercial and residential 

use, developing export market and expected construction of mega dams. 

The cement production capacity of Pakistan in 2005 and 2006 was 18 

million and 21million tones, which rose to 37 million tones in 2007. It was 

estimated to be 45 million tones by the end of 2010. The import of cement 

from Pakistan has increased manifolds. Many Pakistani cement producers 

are being registered by India as a requirement to facilitate import of 
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cement. Pakistani trains have increased their frequency from one to three 

in a week to carry cement from Pakistan to Wagah border. India is in 

urgent need of cement for the fulfillment of its requirement in the 

construction industry. Pakistani manufacturers can gain smart profits 

based on quality exports. Cement exports for 2008 were 3.19 million tones 

and target for 2010 was set to be 10 million tones. Afghanistan is 

Pakistan’s largest cement export market. India and the countries from Gulf 

are the expected new markets for Pakistani cement, due to rising oil 

prices-led economic growth. South Africa is also expected to approach 

Pakistan for cement in connection of the construction of football stadiums 

for the World Cup.
414

 

Cement consumption per capita in Pakistan is still extremely low, 

reflecting the slow historical development pace and low construction 

spending. The reason may be the use of clay in bricks as basic 

construction material, clay is not available in Balochistan, and therefore 

cement and concrete will be the main building materials in the 

development of Gwadar port. Pakistan will see high growth rates in the 

cement consumption in the coming years. The Pakistan domestic 

consumption of cement is forecasted to triple with in the next 20 years 

assuming moderate economic growth with an annual cement demand 

growth of 5%.
415

 The short and medium term demand may even be higher 
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i.e +6.2%. Gwadar expected rapid development is forecasted to raise the 

demand for cement to one million tones by 2020 and 2.3 million tons after 

2030. 
416

 

Currently there are 24 cement plants in the country, out of which 2 units 

are in public sector. 15 units are located in Punjab and KPK, 8 are located 

in Sindh and only one is located in Balochistan. Cement plants in Pakistan 

has doubled their capacity in the last few years because of the strong 

demand in Afghanistan. Most of them are in process of conversion from 

gas to coal.
417

 World cement price is very competitive. Turkey, Japan, 

Thailand are the leading exporters of cement and are enjoying high 

volumes of production and low energy cost.
418

  

The most important input material for cement production is lime. 

Proximity to lime is the key success factor for investment in cement 

plants. Gwadar port is an attractive location for a new cement plant 

because of rapidly increasing construction, the availability of limestone in 

Baluchistan and other factors. 

Construction and Building Materials: The role of construction sector is 

very important in the economic development of a country. It plays a 

significant role in providing millions of jobs not only to the skilled force 

but to the semi skilled and even unskilled people. It also plays key role in 

generating income in both formal and informal sector. It supplements the 

                                                 
416
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foreign exchange earnings derived from trade in construction material and 

engineering services. In 2004 the annual global construction output was 

approximately US $ 4.5 trillion
419

.It is very unfortunate that this sector is 

the most neglected sector in Pakistan, which can very easily  be judged 

from the per capita consumption of cement in Pakistan i.e. 72 kilograms, 

which is one of the lowest among the developing countries.
420

 As compare 

to the share of consumption sector to GDP (2.3%) its share of the 

employed labor is very large i.e 6.1 percent (in 2007). The growth of 

construction sector was recorded at 17.2 % in 2006-07 as against 5.7 

percent in 2005. The demand of construction workers can also be realized 

with the rise in their wages. There was an increase of 11.1 % in their 

wages from 2005 to 2007.
421

 

Gwadar is expected to grow very rapidly during at least the next two 

decades. It is forecasted that the population will be from 400,000 to 

500,000 in about five years after the materialization of Gwadar port. As a 

result of this rapid growth the construction and building material sectors 

will be among the most important employment generators during the 

initial years of the port. Over time the relative contribution of these sectors 
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will gradually decline. Investment in the building material production is an 

ongoing process. For example, as a result of already existing building 

boom, a large number of establishments have sprung up in Gwadar that 

specialize in producing various cement based products. The building 

materials sector is linked with mining sector at one hand and with the 

construction and industry sectors on the other hand. 

Figure 43: Building matarials industry linkages 

 

 

Source: Gwadar Master Plan, chapter 5, p 41 

 

The province of Baluchistan specially and the whole Pakistan in general is 

very rich in mineral wealth of various kinds of marble, onyx and granite. 

Low exports of these natural resources are just because low technological 
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methods used for finishing and polishing at present. Keeping in view the 

export markets for these resources, a marble city is being established by 

the government of Pakistan on 600 acres of land located at 7 kilometers 

from Gwadar on Hub-Gadani Road under Lasbela Industrial Estate 

Development Authority “LIEDA”. One hundred and eight entrepreneurs 

have bought 300 acres already. The work is in process for the provision of 

infrastructure and on 70 plots construction is going on for the 

establishment of factories. High investment is expected from foreign 

investors in this sector. They can join the local investors in joint ventures 

to install Plants and Machineries at marble city for the production of 

quality tiles, slabs and blocks according to international standards for 

export purpose. There is a great demand for this commodity world wide 

and the investors can earn a lot of profits by investing in this sector. 

Pakistan has several rare species of marble & granite of unmatchable 

quality in abundant quantities. Presently, marble is being exported to 

USA, Italy, China, Middle and Far Eastern Countries etc
422

 

During the coming decades there are expected to be sizable investment in 

the production of building materials in Gwadar, primarily in the following 

areas. 

Cement based products 

Timber based products 

Glass products 
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Steel products for construction 

Local aggregate production ( quarries, grinding), ready mix concrete 

production, asphalt making 

Aluminum products for construction 

Bitumen based products (asphalt, roofing) 

Plastic based products (PVC etc.)  

Others 

Marine/ Ship services: The investment and developing potential for 

marine/ ship services in Gwadar is moderate.  

Repair and maintenance: there are ongoing repair and maintenance 

activities pertaining to fishing boats in Gwadar. This activity is likely to 

gradually expand to cover other smaller craft when traffic in the port 

grows. There is potential for investment in repair and maintenance 

facilities for larger ships, once the vessel traffic volume in the port starts to 

reach a certain minimum volume. 

Building and conversion: Building activities of wooden fishing boats, 

including large wooden trawlers, is substantial in the Gwadar area. The 

building process is slow, skills are only traditional and costs and pricing is 

extremely high due to the use of teakwood as the main building material. 

There is immediate potential for investment in production facilities for 

suitable fishing vessels that can be made from GRP, aluminum or steel. 

This will result in much shorter building times and vessels that are better, 

cheaper, safer and more economical in daily operations. 
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Ship breaking: Potential for this activity is good. About 90% of the ship 

breaking industry predictably moved to Asian countries, to India, 

Bangladesh, China, Pakistan and Turkey the last decade due to there cheep 

labor supply and other comparative advantages.
423

 

Ship-breaking activity was there in the region before the independence of 

Pakistan. However, it grew very well after Pakistan’s independence, 

making Pakistan among the top ship-breakers of the world by the mid 

60s.
424

 This industry provided direct employment to over 100,000 

workers, in 70s and over 500,000 persons earned money through trade and 

the related industries using ship scrap as raw-material in the same period. 

An annual saving of Rs. 1500 million became possible due to the ship 

breaking industry in 1985-86, which would otherwise have been spent on 

import of iron and steel. Rs. 500 million was also earned in foreign 

exchange through the export of surplus ship-scrap and second hand 

machinery. It also earned over Rs. 1035 million for the country during the 

same financial year, in the form of customs duty, sales tax and income-

tax.
425

 In the period of 1982 to 1986, the ship-breaking industry paid 

Rs2.69 billion in customs duty alone. The golden period of the ship 

breaking industry in Pakistan was between 1969 to 1983, when this 

industry was on peak and  left many of its competitors far behind as far as 

the total number of ships demolished and the tonnage of ship-scrap 

                                                 
423
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handled was concerned.
426

 There are many factors which contribute to the 

high growth of this industry in Pakistan. The most important among them 

is the growing demand for iron and steel for Pakistan’s re-rolling mills, 

engineering and other ancillary industries, which consume iron, steel as 

well as other non-ferrous metals.  

More than 70% of the current global fleet is projected to be scraped before 

2020 due to ageing and new IMO regulations.
427

 Global demand for steel 

and decreasing prices of old vessels have pushed ship breaking prices up. 

There will be global demand for ship breaking activities and Gwadar can 

leverage on her comparative advantages to capture a sizeable market 

share. The supply of steel scrap from ship breaking will be attractive for a 

steel mill established at Gwadar. 

Shipyard:  The investment and development potential for a modern 

shipyard do exist at Gwadar, but the entry barriers are high. Given 

Grader’s comparative, setting a modern shipyard at Gwadar could attract a 

relevant global investor, provided that some key conditions are met by 

Government of Pakistan.  

Land for free for a long time 

Co-financing by the government (s) in the investment costs.  

No import duties (on ship steel and other parts), no export duties, no sales 

tax, no profit tax 
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Financing by government of training cost 

Extremely liberal policies on foreign labour and expatriates 

Even so, further incentives may still need to be given to induce the foreign 

partner. 

Negotiations between  the government of Pakistan and Daewoo shipyard 

of Korea  is in process for the establishment of  a subsidiary of the Karachi 

Shipyard and Engineering Works(KSEW) at Gwadar to repair and 

maintain bigger local and foreign ships and vessels. To take full benefit of 

the strategic location of Gwadar and the ever increasing maritime 

activities in surroundings, the government has decided to have a branch of 

KSEW at Gwadar. Gwadar can provide better results for such activity as 

compare to Gulf as the capacity in the Gulf for such repair of vessels is 

limited .In the collaboration of successful international shipyards this 

facility will accelerate the development of the port and the region. The 

project will cost for around Rs2.8 billions. The major objective of the 

project includes embarkation and disembarkation of ships and vessels, 

lunching of new shipbuilding projects, including submarines, ship's hull 

survey, cleaning and painting, steel renewal of ships, repairs and overhaul 

of ship machinery, inspection by classification societies for commercial 

ships, certification of ships by classification societies, propellers and 

shafting works, Sonar works for warships and ICCP repair works.
428

 

The project is related to the other sub sectors of industries and commerce 
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and the mineral sector. The project will highly contribute to the 

productivity of the existing shipyard by fulfilling the needs of the highly 

demanding shipping industry of Pakistan. The shipyard is the only 

industry of its type which is fulfilling the needs of local shipping industry 

through repairs. The project, on completion, will provide modern and 

highly productive docking facilities in the yard. This will, in turn, meet 

country's growing requirement of ship repairs. The KSEW is the only yard 

in the country which can not meet the growing demand in maritime sector. 

Its docking facilities have not been enhanced since 1970 which has created 

constraints of docking of vessels which is affecting the productivity. The 

new ship lift and transfer system will enable the KSEW to meet the 

additional work-load and schedule of the customers and quality of 

product.
429

 

Automotive development: The potential for automotive industry at 

Gwadar port is high. The automotive uses large variety of inputs, 

consisting of steel/iron, and generates large spin-offs in the vendor 

industry (Primary metals and minerals, Chemicals, components, oil and 

gas, etc.) on one hand and financing and services industries on the other 

hand. The Pakistan automotive sector is growing one, consisting cars, light 

commercial vehicles(LCVs) buses, trucks, tractors, and 2/3 wheelers. 

There are currently 44 automotive plants. The sector has experienced 

strong growth in recent years, whereby production increased by a CAGR 

                                                 
429
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of 33% per annum,
430

 the surge in demand has driven by increased 

consumer purchasing power and availability of bank financing. With the 

growth of the industry the number of Automobile companies is also 

growing. To fulfill the demands of the customers, the manufacturers are 

trying to increase the production capacity. In the 90's the automobile 

production per year remained constant on 45,000 units annually but due to 

reliable policies and positive macro economic reforms the industry raised 

its production to 120,000 units per year in the period of 2003 to 2007.
431

 

The major current players are Pak Suzuki, Indus motors (located at Bin 

Qasim port) Honda Atlas, and Hyundai and Kia. Most major players have 

announced the capacity expansion plans. But demand is projected to 

substantially exceed supply at 2015 for passenger cars. The potential for 

the automotive industry in Gwadar is high due to the strong domestic 

demand growth that will exceed capacity growth and the rapid Gwadar 

industrial and economic growth will lead to demand for commercial and 

passenger vehicles. The first investment project should be for a 30-50k car 

assembly plant. 

Food processing: This sector will play a significant role in Gwadar 

development. Gwadar is expected to grow very rapidly. It is forecasted 

that the population of Gwadar will be 1.5 millions in 2020.
432

The food 

processing should be developed in tandem. The president of Pakistan Asif 

Ali Zardari has inaugurated the construction of  a dam in the south 

                                                 
430

 Gwadar master plan,2006 
431

Automobile sector in Pakistan,  http://www.pama.org.pk/ 
432

 Gwadar master plan,2006 

http://www.pama.org.pk/


 

262 

Baluchistan,
433

 which is aimed at raising agriculture out put and food 

production, This will help the food supply situation in Gwadar and the 

development of a local food processing sector. However it remains highly 

unlikely that over time the food needs of the city can be fully met by the 

local agriculture production and supplies. This will result in a net import 

bill for food for Gwadar and southern Baluchistan. This in turns provide 

opportunities for investment in food processing facilities at Gwadar. In the 

short term, investment is expected in the areas of flour mills, rice mills, 

Animal food mills, Cotton processing, beverage, juices, and fish 

processing for exports. In the time of 3-10 years, investment is expected in 

bakeries, sugar refineries, palm oil refineries, shrimp export (from shrimp 

forms), meat processing plants, and dairy processing plants.  

Textile and clothing:  textile is one of the most important industries of 

Pakistan. Its contribution to the country’s GDP, exports and employment 

is significant. It will not be wrong to say that the textile industry is the 

backbone of the Pakistan’s economy. There are 1221 units of ginning, 442 

units of spinning, around 124 large units that undertake weaving and 425 

small units, around 20600 power looms in operation in the industry along 

with around 10 large finishing units and 625 small units.
434

 

There are about 50 large and 2500 small garment manufacturing units in 

Pakistan along with around 600 knitwear-producing units and 400 towel-
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producing units. The textile industry is providing 38% industrial 

employment i.e 15 million people and is contributing a large portion of   

foreign exchange earnings that is 68% of total exports
435

. The industry 

contributes around 46% to the total output produced in the country. 

Pakistan is the 8th largest exporter of textile products in Asia. The 

industry is contributing 8.5% to GDP. However, the proportion of skilled 

labor is very less as compared to that of unskilled labor. With the increase 

of around 2.5% in the world demand for textile products, there is a greater 

opportunity for rise in exports from Pakistan
436

 

This industry can play a role in Gwadar ambitious development goals. 

Migration process will automatically bring skilled labor to Gwadar. The 

work place is willing to labor for low wages and the land is cheep at 

Gwadar. The Greenfield port will be developed according to the needs of 

industries/ companies that are willing to invest in Gwadar. There are 

excellent incentives at Gwadar for the establishment of Gwadar as textile 

and clothing city. Although textile and clothing products based on 

synthetic fibers or a mix of cotton and the synthetic fiber are growing 

rapidly in the global market, this sub sector is clearly under developed in 

Pakistan. Concentration on synthetic fiber and mix based products will be 

beneficial for the investors at Gwadar port as Baluchistan only produces 

1.5% of Pakistan’s total cotton production and sourcing of synthetic fiber 

can be local if petrochemical industries establishes in Gwadar. 

                                                 
435

 Economic review 2007-8 
436

Gaurav Doshi, The Pakistan Textile Industry - An Overview 

http://ezinearticles.com/?expert=Gaurav_Doshi 
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Concentration on high value added clothing would allow sourcing of 

inputs at a later stage of the value chain i.e fabrics instead of raw cotton. 

Concentration on the production of technical textiles is needed, as it is 

very dynamic. Gwadar can be established as a modern textile and clothing 

city by concentrating on large scale production of high value added 

products taking market diversification and product diversification in 

account. 

Oil refining: An oil refinery produces mostly, petrol, gasoline and diesel, 

and also series of other useful petroleum products in smaller volumes. It 

provides inputs to the energy generation, transportation and petrochemical 

industries, as well as of other industrial applications. There is strong 

demand for additional oil refinery capacity in the short medium term to 

feed the domestic market. The current refining capacity in Pakistan is in-

sufficient to cater for the domestic market. Pakistan has five refineries, 

with total refining capacity of just under 270,000 bbl/d.
437

Pakistan is 

currently a net importer of petroleum products. National shortfall would 

increase by 17 mtpy in 2020. There is immediate demand for oil refining 

activities. 

The projected shortfall in refining capacities provides scope for at least a 

300,000 bbl/d oil refinery to be built in Gwadar by 2020 

 

 

 
                                                 
437 Energy profile of Pakistan , Energy Information Administration 
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265 

Figure 44: Oil refining domestic demand 
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A large percentage of current and future shortfalls can easily be met by 

building additional refineries at Gwadar. Additional refining capacities 

would reduce Pakistan’s large and growing import bill for petroleum 

products. PSO is planning for the establishment of a large tank park at 

Gwadar for the storage of a strategic oil reserves. This project may be 

undertaken in conjunction with the building of a refinery.
438

  

Petrochemical complex: A petrochemical complex converts naphtha and 

other fuels into useful end products such as plastics and synthetic fibers. 

                                                 

438
ibid 
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The petrochemical industries have strong linkages with other industries 

like plastics, packaging, consumer durables, building materials on one 

hand and automotives, agriculture, lubricants and textiles on the other 

hand. Domestically, demand for petrochemicals is expected to increase 

significantly, which would likely lead to higher imports. Demand is 

expectedly to increase 72% to 3.2 million tons by the end of 2020. 

Demand for plastics, synthetic fibers and polyesters drive the demand for 

ethylene, butadiene, styrene, propylene which are largely imported. There 

will be a shortfall of 3.8 mtpy petrochemicals by 2020, based on current 

capacities.
439

 30 %( 1.2 mtpy) of this shortfall can be easily provided by 

building petrochemical complexes in Gwadar. Gwadar makes a good 

choice for locating petrochemical complexes due to its comparative 

advantages. 

Petrochemicals domestic demand 

The projected shortfall in petrochemical provides scope for at least a 1.2 

mtpy petrochemical complex to be built in Gwadar like low land cost and 

lower operating costs, proximity to Persian Gulf-oil and gas supplies, 

closeness to major shipping lanes, ample space for long term expansion, 

part of national development strategy to increase petrochemical plants, 

strong government support for development of heavy industries. 

 

 

 

                                                 
439

 Gwadar master plan,2006 
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Figure 45: Demand supply mismatch of petrochemicals in Pakistan 
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Fertilizer: The economy of Pakistan is based on agriculture but the land 

of cultivation is lacking nutrient contents. The use of fertilizer can 

overcome this deficiency. There are ten fertilizer manufacturing units in 

Pakistan at present, four public and six private. Out of these 5 units are 

located in Punjab, 3 in Sindh and 2 in the KPK and non in Baluchistan.  
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The units are producing nitrogenous fertilizers mostly, i.e 85% of all 

fertilizers produced in the country, because the basic ingredient for such 

type of fertilizer is natural gas which is available in the country. The 

demand for other types of fertilizers is mostly fulfilled by imports. The 

raw material for other fertilizers such as potassium and phosphate has to 

be imported.
440

  

Pakistani production is fulfilling almost 80% of country’s demand the rest 

is imported.
441

  The total installed capacity is over 5,124 million tones 

/annum. It mainly comprises of 4,180 million tones for urea and remaining 

for NP, DAP, CAN and SSP.
442

  

The future outlook of the fertilizer sector is very strong because of 

supportive government policies, favorable climatic conditions and gas 

pricing. National fertilizer development Centre predicts annual demand 

growth for urea of 2.5% till 2020, consumption of fertilizer in Baluchistan 

is expected to reach between 700 and 800 thousands tons by 2020
443

, 

although 9% of cultivated land is located in Baluchistan but it has no 

fertilizer industry yet. Short term outlook appears encouraging with 

significant projections for strong demand for fertilizers in Baluchistan. If 

steady supply of gas is secured, Gwadar is the best location for 

                                                 
440
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establishing fertilizer industries. Agriculture is likely to grow substantially 

in the coming decades and will see a shift away from food sufficiency 

towards export- market driven production. This will bring further growth 

in productivity and thus growing demand for fertilizer. Pakistan fertilizer 

manufacturers have low resource cost due to feedstock gas subsidy 

advanced by the government, which improves profitability. 

LNG: The conversion of natural gas into liquid natural gas (LNG) and 

vice versa, which allows shipping and exports/ imports of gas is possible 

through this plant. Natural gas is used as inputs to power generation, 

domestic usage, petrochemicals & fertilizer industries, as well as other 

industrial applications. Pakistan faces a rapid depletion of its domestic gas 

resources and would need imports from 2010 onwards. By 2020 the 

demand shortfall will reach 2885 mscf/d. LNG provides a strategic benefit 

through supply diversity and security. To achieve gas imports on a timely 

basis, LNG is the best option. It is expected that there will be shortfall of 

1244 mscf/d of natural gas by 2015.
444

 50% of deficits could be supplied 

by LNG, of which 50% could be supplied through Gwadar. 

There are many advantages in building LNG terminal at Gwadar. 

 The demand shortfall for natural gas more than guarantees the 

viability of the LNG terminal 

 There is security of supply. Gas can be supplied through many 

sources for LNG plant. The cheapest option is import of gas from 

Middle East. 

                                                 
444

 ibid 
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 Additional trains can be added based on demand growths. Gwadar 

has ample space for expansion 

 LNG can be seen as an “insurance policy” setting a price cap for 

pipeline gas supplies to Gwadar. Deep drafted waters enable 

Gwadar to take in large LNG vessels 

 Gas landing in Gwadar brings gas more economically to southwest 

Baluchistan.  

Figure 46: Pakistan gas demand & supply imbalance 

 

 

Source: Gwadar Master Plan chapter 5 p 115 ( Arthur D. Little Analysis) 
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 The longer term outlook for LNG terminals is expected to grow, as 

natural gas becomes a more important source of energy, 

substituting oil. 

 Attractive investment incentives and take off guarantees provided 

by the government. 

 There may be future opportunities for exports, Iran and Pakistan 

pipeline is under construction and the rest are in line. 

Pakistan ranked as the 30th best off shoring location in the world and as of 

2009, its rank improved to the 20
th 

position. Having port facilities in the 

country means serving the import and export needs of a well defined 

region. The decision by the government of Pakistan to construct a port at 

Gwadar is based on the expected trade requirements of the region, 

increasing trends of transshipment, and above all the world demand for 

having a port at a strategic place to access new sources of natural 

resources. The purpose of the construction of Gwadar port is not only to 

fulfill the local demand of import export but also to provide a 

transshipment port to others so that money can be earned through some 

one else’s trade along with boosting trade volumes. 

It is very important to note that seaborne trade contributes more than 10% 

to national income for the majority of the world’s top economies. Like 

Hong Kong’s port contributed over 20% to country’s GDP in 2002, Dubai 
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ports contributed 12% to GDP in 2007;
445

 Salalah port earned RO 4.54 

million in 2009.
446

 

History tells that millions of tons of cargo had to passed from Europe to 

Iran through the Soviet Union and India in the Soviet era, generated 

around 15-20 million tons of freight per year with the trade volume of 

amount $10 billion. The location of Gwadar port is suitable for attracting 

this trade now.
447

 It will also generate revenues through toll collection 

along with the revenues generation by port operations. According to the 

World Bank it is estimated that border crossing cost is 10% to 15% of the 

value of goods in road transportation and 2% to 10% in case of rail 

transportation.
448

This cost is about one dollar per TEU in terms of TEU 

per kilometer.
449

 In this view, the flow of 10-15 million tons of Central 

Asian trade and much more than this from Xinjiang would generate 

millions of dollars per year for Pakistan   in the form of taxes and services. 

Even the services sector of ports has the capacity to generate around $60 

billion a year according to a study of World Bank. 
450

It is also estimated 

that large amount of money is expected to be invested by the Asian 
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countries to meet their energy demand. Gwadar port is the gate way to the 

energy resources of Central Asia. Pakistan has only to create an 

environment of security to insure the steady flow of energy trade and 

should make efforts to develop an efficient energy market. On the 

declaration of free oil port, Gwadar can offer itself as petroleum hub 

which will not only serve the region but the whole world. Due to its 

strategic position and proximity to the oil routs, Gwadar port can make the 

huge reserves of oil and gas available to the energy hungry nations. The 

facilities provided at Gwadar port and further expansion plans will make 

Gwadar port to handle huge containers of up to 0.5 million tones dead 

weight which form a crucial part of the international oil movement. Only 

this activity can generate tremendous money for Pakistan and this is the 

most important reason of the participation of China in the development of 

Gwadar deep sea port. 

Associated with the port, large industrial developments and support of 

service sector is also involved to facilitate the trade through port. This 

industrial development will boost Pakistan’s economy by creating a lot of 

job opportunities for the Pakistani people. In Pakistan a job means 

supporting 5 to 6 family members. This means that jobs created at Gwadar 

will give bread to millions of Pakistan people. The other hope is that a lot 

of people from other populated cities will migrate to Gwadar due to trade 

activities so the load on big cities like Karachi and Lahore will be relieved. 

It is a basic fact that the coastal areas achieve faster growth than do the 
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inland areas, even in the same country; Gwadar would not be a different 

story. 

Gwadar port is at initial stage. Trade though Gwadar port can only be 

estimated in the light of rising international trade and rising need of 

energy. The same is true for revenue generation. The income of Gwadar 

port is the only estimation based on the expected flow of trade through 

Gwadar. It can be suggested on the above estimations that the potentials of 

Gwadar port are on high track. It can attract large trade volumes, can 

create millions of jobs and can earn significant amount of revenues. It can 

be very confidently said that Gwadar port will help to revive the economy 

of Pakistan.  

MAIN FINDINGS FROM PRIMARY DATA 

Table 22: Most significant facility needed at Gwadar port 

Crosstab

15 27 8 0 50

30.0% 54.0% 16.0% .0% 100.0%

12 36 1 1 50

24.0% 72.0% 2.0% 2.0% 100.0%

27 63 9 1 100

27.0% 63.0% 9.0% 1.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Inf rastructure

development

at port

Connect iv ity  of

Gwadar port

with other

cities and

countries

Off ering

special

incentives

f or traders Any  other

Which f acility  is most signif icantly  needed at Gwadar?

Total

 

 

54% of the government servants and 72% of the businessmen responded 

that connectivity of Gwadar port with other cities and countries is the most 

important facility needed to make the port a success. 
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Figure 47: Bar chart of primary data showing the response for most 

significant facility needed at Gwadar port 
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The result of Chi-Square test is x2(2, n=100) 8.063, P<.05, means there is 

significant difference between the opinion of the government officers and 

businessmen. 
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Table 23: Most significant value addition industry to the port 

Crosstab

31 5 14 50

62.0% 10.0% 28.0% 100.0%

38 9 3 50

76.0% 18.0% 6.0% 100.0%

69 14 17 100

69.0% 14.0% 17.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Textile

industry

Food

processing

industry

Oil ref ining

industry

Which domestic industries are to be

attracted to create a v alue addition for the

port and to boost  economic dev elopment

of  Pakistan?

Total

 

  62% of the government servants and 72% of the business community 

responded that Textile industry at Gwadar will be the most successful 

industry at Gwadar industrial state and will help in the success of Gwadar 

port. 
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Figure 48: bar chart of primary data showing response to most 

significant value addition industry to the port 
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The result of Chi-Square test is x2(2, n=100) 8.971, P<.05, means there is 

significant difference between the opinion of the government officers and 

businessmen 
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Table 24: Role of Gwadar port to trigger Pakistan’s economy 

 

Crosstab

50 50

100.0% 100.0%

50 50

100.0% 100.0%

100 100

100.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

1.00

What do you

conclude?

Can Gwadar

port t rigger

Pakistan's

economy?

Total

 

 

100% of the government servants and 100% of the business community 

responded positively 

Table 25: Management of the Port 

 

Crosstab

10 11 28 1 50

20.0% 22.0% 56.0% 2.0% 100.0%

8 27 15 0 50

16.0% 54.0% 30.0% .0% 100.0%

18 38 43 1 100

18.0% 38.0% 43.0% 1.0% 100.0%

Count

% within Department

Count

% within Department

Count

% within Department

Government

servants

Business men

Department

Total

Through

Gwadar port

Development

Authority

Through

Singapore

Port  Authority

Through

joint  venture

of  GPDA and

GOP Any  other

How should the port be run?

Total
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56% of the government servants and replied that the port should be run 

through the joint venture of Gwadar port development authority and 54% 

of the business community replied in the favor of Singapore port authority. 

The difference in the opinion is showing that the government servants are 

now with the opinion that giving the running authority to Singapore port 

authority was a wrong decision; it is unable to give the desired fruits to 

Pakistan. To business community the port of Singapore is attractive 

because it is a well known management throughout the world and they 

think that Gwadar port will also be a success only through the 

management of port of Singapore authorities. 
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Figure 49: bar chart of primary data showing response to the 

management of the Port 
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.The result of Chi-Square test is x2(2, n=100) 11.889, P<.05, means there 

is significant difference between the opinion of the government officers 

and businessmen 
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CHAPTER 5 

IMPORTANCE OF GWADAR PORT FOR CHINA 

INTRODUCTION  

China is the rising economic super power. The importance of Gwadar port 

was realized by China long time ago in the reference of the shortage of 

energy resources and its ever increasing energy consumption. From last 

three decades world has seen rapid development of China which is an 

alarm to the developed world.  Understanding the strategic importance of 

Pakistan, China has tried to developed friendly relationships with Pakistan 

with great foresight. The base of this relationship is respect and regard for 

each other. China availed the opportunity based on this relationship in 

opening the long closed China Gate. Construction of Karakorum highway 

was the first step to open China. China has a desire to get connection to 

Gwadar port through its extension and utilize this port to enter into the 

global economy. Chinese planning also includes the construction of an oil 

pipeline from Gwadar to its western province Xinjiang and in this way 

utilize the services of Gwadar port as energy hub for China. This pipeline 

will be able to pump oil in the different oil consuming centers of China 

from the oil rich regions of Gulf and Africa. This pipeline will be very 

beneficial for China as it will not only reduce the fright cost but also will 

be safest land route for importing oil as compare to the sea route passing 
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through the very dangerous strait of Mallaca. So, it can be very easily said 

that Chinese interest in developing Gwadar port in reality is in the interest 

of Chinese economy. 

Nations now consider oil as a strategic resource. With the prosperity of the 

nations their demand for oil increases. Same is true for china. From the 

last three decades with the rapid economic growth the demand for oil has 

increased many folds in China. Till 1993, China was self-sufficient in oil, 

after than its dependence on foreign oil supply is increasing day by day. 

China’s oil imports have reached to three million barrels per day, and it is 

increasing about 500,000 barrels per day yearly.
451

In energy consumption 

China is number two after United States, accounting for fifteen per cent of 

the world total.
452

 The Persian Gulf and Middle East regions have almost 

60% of oil resources and China’s oil imports from this region are 55% to 

fulfill its requirements.
453

  

Among the reasons for China to assist Pakistan in the development of 

Gwadar port, the following played a vital role. 

The fall down of the communism in Russia  

The increasing importance of the Central Asia for its oil resources 

The ever increasing energy demand of China from the Persian Gulf 

And the go west policy of China for the development of its western region 

                                                 
451

 John B. Alterman, “China’s Unease”, Middle East Notes and Comments, Center for 

Strategic and International Studies (CSIS), Washington, D.C., April  2007.  
452

 Philip Andrews-Speed, “China’s energy policy and its contribution to international 

stability”, China Institute for International Studies, 8 January 2007, 
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China is attaching a lot of importance with Gwadar port regarding the 

accomplishments of its basic objectives like the consolidation of its 

friendship with Pakistan through such large projects, the diversification of 

its energy import routes and its extension to Indian Ocean. Along with this 

Gwadar port will also provide China an opportunity to watch its existing 

energy routes and to monitor other country’s naval activities in the Indian 

Ocean region, especially of US and India and their co-operation in 

maritime activities in the Arabian Sea against China. 

Gwadar port will also provide access of China to the markets of Central 

Asia for importing energy and exporting Chinese products through 

developing road and rail links into Central Asia. Xinjiang will be the 

greatest beneficiary of this arrangement through increased economic links 

with the Central Asian Islamic nations, Pakistan and Afghanistan. Pakistan 

has started work on the connection of Central Asian States with Xinjiang 

through the land routes from its border town of Chaman in Baluchistan to 

Qandahar in Afghanistan. Ultimately, Gwadar port will be connected to 

Xinjiang through Karakuram Highway for imports and exports of all kinds 

of products. 

This chapter is evaluating the Chinese interest in developing Gwadar port 

from many aspects, starting from the growing economy of China. Chinese 

policies to enhance its western region Xinjiang are discussed in detail to 

elaborate the importance of Gwadar port to open Xinjiang to the world 

market. China is not only investing in the construction of Gwadar port but 

is also investing in many infrastructural projects related to the port, its 
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effects on Chinese trade are discussed in detail. As Gwadar port is not yet 

operational, the Chinese trade through Gwadar port is estimated the bases 

of growing economy of China, its policies for Xinjiang, the uncertainty in 

Persian Gulf and the growing tendency towards regional co-operation in 

the field of trade. 
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GROWING ECONOMY OF CHINA 

China has the third largest economy globally after the United States and 

Japan. Its nominal GDP is US$4.6 trillion (2008) and $7.8 trillion when 

measured on purchasing power parity (PPP) basis (2008).
454

  Since last 

three decades its economy is the fastest growing economy with 10% GDP 

growth rate per year.
455

 Its per capita income has 8% growth rate 

annually.
456

  

Out of Millennium Development Goals China has reached the goal of 

reducing the poverty rate and is on track to reach most of the other 

MDGs.
457

 China has improved its  Human Development Index also and in 

2003 entered the ranks of countries with an "upper middle" level of human 

development.
458

 Since 1978 hundreds of millions have been lifted out of 

poverty:  From 1981 to 2005 the poverty declined from 84% to just 

16%.
459

 Generally the whole country has experienced economic growth, 

but the growth rate is high in coastal regions than interior regions, which 

have given birth to the concept of inequality. There is need for overall 
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economic growth to take out the rest of the population out of poverty and 

to raise the standard of life of all the people generally.
460

 

It is strongly suggested by the international development record that the 

economic success of countries strongly depends on the governmental 

leadership quality. This is very clearly applicable to China. China 

leadership deserves to take the credit for China’s extraordinary economic 

development during the last three decades. China’s leadership is very 

positively applying the development-oriented ideology, is promoting the 

capable individuals wisely, and is reviewing its policies in time for the 

welfare of its people.
461

  The country very gradually has implemented its 

reforms. With the increase of its role in world trade, its importance to the 

international economy has also increased. Its foreign trade has grown 

faster than its GDP for the past 25 years.
462

 The reason of this fast growth 

lies in state’s investment in infrastructure and heavy industry on high scale 

and the expansion of private sector  in light industry, not merely the 

exports. The public sector is small but highly concentrated with the 

domination of 159 large SOEs, providing key inputs from utilities, heavy 

industries, and energy resources which  facilitate the growth of private 

sector and attract investment providing the base for  national growth.
463

It 

was 1997, when the importance of private sector for Chian’s socialist 
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market economy was recognized by the 15
th

 CPC Congress. In 2005, The 

State Council announced that private sector can make investments in any 

sector of the economy except few sectors which has strategic importance 

for government and in this way the government provided an opportunity to 

the private sector to develop. The National People's Congress gave the 

approval to the Property Law, and strengthened the protection of private 

property in 2007. All these reforms gave the private sector a lead in the 

provision and generation of jobs. The jobs generated by the private sector 

had risen to 66% in 2002 from 33% in 1997
464

, while in 2006, it raised 

to75%. Since 1997, the private sector has generated an average of 15.8 

million urban jobs each year.
465

 Small and medium-sized enterprises 

(SMEs) play an important role in the private sector.
466

 China had 39 

million privately-owned SMEs in 2004, more than the combination of the 

SMEs in United States and Europe.
467

 The majority of these firms are 

working since 1997. Some of them are the conversion of formerly state 

owned enterprises (SOEs) into private SMEs.
468

 These SMEs are 

generating 50% of domestic product (GDP), 66% of exports, and 75% of 

new jobs.
469
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The other element which provided rapid expansion to the Chinese foreign 

trade and growth to the urban jobs is the direct foreign investment. 

Foreign investment through different enterprises shared about 40% of 

China's exports, it has reached to 50% now a days and the country is 

continuously attracting large investment inflows. China remained the 

second-largest recipient of foreign direct investment from 1993 to 2001 

after US.
470

  The FDI inflow to China has grown from about US$ 1.5 

billion per annum to more than US$ 40 billion per annum from 1980s to 

late 1990s.
471

  The World Bank Statistics recorded US$80 billion FDI 

inflow to China in 2005 and showed China one of the leading countries of 

receiving FDI and in 2006 it reached to $69.47 billions.
472

  

China has the largest foreign exchange reserves in the world.
473

 In 1999 its 

foreign exchange reserves were $155 billion. It rose to $165 billion in 

2000; these reserves exceeded $800 billion in 2005 and reached to $819 

billion at the end of 2005, $1.066 trillion at the end of 2006, and $1.9 

trillion by June 2008. At the end of September 2008 China became the 

largest holder of foreign exchange reserves and replaced Japan by holding 
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US treasury securities with a total of $585 billion, more than $573 billion 

of Japan.
474

 

China is 5
th

 in world maritime trade and its seaborne trade has reached to 

700 million tones. China is 2
nd

 largest importing country with contribution 

of 12.1 % to world’s imports, according to the latest estimate from the 

Foreign Trade Division of the US Census Bureau in Washington, while it 

is the 5
th

 largest country in terms of exports.
475

 

The head of the Asia-Pacific economic team from Morgan Stanley in 

Hong Kong, Andy Xie, maintained at the Global Economic Forum that 

China will overcome the $10 trillion target of trade of USA very soon. "It 

will probably take place within two decades and could happen in 15 

years," he said.
476

 The rate at which China is developing its economy, one 

can estimate that China will reach its target much earlier.
477

 The majority 

of the products China is exporting belong to electrical goods, electronics 

and toy sectors. The chemicals, furniture and building materials along with 

these goods will have the fastest anticipated future export growth. 
478
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FIGURE 50: GROWTH IN TRADE OF CHINA 1970-2002 
 

 

The record of China Securities Regulatory Commission shows that 

Chinese mainland capital market raised 446.6 billion yuan (US$65.39 

billion) in 2009, the second largest annual fund-raising in history; it was 

highest in 2007 i.e 772.8 billion Yuan and was 339.6 billion yuan in 2008. 

Only six enterprises overseas raised the fund by US$14.2 billion in 

2009.
479

 

China is giving high priority to the Development of the country’s 

transportation infrastructure as it is directly related to the national 
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economy and national defense. China’s transportation network is not very 

much developed in many areas and it is the major hurdle in the economic 

development and the quick movement of goods and people logistically. 

Like other areas, China’s transportation policy has undergone major 

changes since 1949. China’s inner regions were isolated and transportation 

links were centralized in the coastal areas before 1970s. There was a 

gradual improvement in this situation after the reforms by building rail 

links and highways to the far and remote areas in west of China. Along 

that, the international linkage was also given due importance and the 

concept of shipping transportation was also broadened.
480

Freight haulage 

is mainly provided by rail transport. The monopoly of this sector of 

transportation is with China Railways which is controlled by the Ministry 

of Railways providing a wide range of services. China launched its own 

developed high-speed train in 2007.
481

 China is struggling to meet the 

huge demand of transportation goods and raw material through railways 

by increasing rail capacity on one side and is trying to develop road, air 

and water links for the development of over all transportation system on 

the other side to fulfill the ever increasing transportation demand of such a 

populous country.
482

  

China’s communication system is not as fast and well developed as of 

western countries but it possesses a diversified communications system 
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that links all parts of the country by Internet, telephone, telegraph, radio, 

and television. Some advanced technology is included in the system 

providing the base for the development of a modern network.
483

 

An Economic Stimulus Plan was launched by China for dealing of the 

financial crises of 2008-2009 globally. The plan was focused on the 

provision of facilities like increasing affordable housing, leniency in credit 

restrictions for small and medium enterprises, reduction in taxes in real 

estate sales and commodities, diversifying public investment in 

transportation sector to infrastructure development, such as the rail 

network, roads and ports.
484

 

However, there are a lot of hurdles in the way of development of China at 

high speed. The energy availability is not sufficient to run the industrial 

capacity at full trance. The transportation system is lacking the facilities to 

move bulky items like coal from one place to another quickly. The 

communications system is weak and needs a lot of improvement to keep 

the large population of China connected. 

CHINA’S ENERGY DEMAND AND SUPPLY 

The economy of China is passing through energy transition stage i.e from 

the use of lower efficient solid fuels to highly efficient oil, gas, and 
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electricity, from agriculture to industries, from heavy industry to high tech 

industry, from slow bicycle culture to fast moving motor vehicle 

population. According to the experts this rapid economic growth will 

create huge demand for oil and gas imports.
485

 

Figure 51: Total energy consumption in China by type 

 

China was largely self sufficient in energy after the establishment of the 

People’s Republic of China (PRC) in 1949.  Daqing, the largest petroleum 

field in China, was discovered in 1959 and was performing well not only 
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in meeting China’s demand for petroleum but in exporting oil to the 

neighboring countries as well.  China’s economy has grown very rapidly 

after reforms since early 1980s. This high rapid growth and large 

population of around one billion people created a huge energy demand. 

China’s local energy production could not tally the increasing energy 

demand and the country became the net importer of oil in 1993. In 2006, 

China became the third largest importer of oil after US and Japan.
486

  

In 2008, the oil consumption of China was 7.8 million barrels per day 

(bbl/d) making China second in the oil consumption after US. In 2008, the 

production of oil in China was around 4.0 million bbl/d, out of which 96% 

was crude oil. China’s net imports of oil were around 3.9 million bbl/d in 

the same year. It was forecasted by Energy Information Administration 

(EIA) that in 2010 China’s oil consumption will reach 8.2 million bbl/d. 

This difference of  over 390,000 bbl/d between 2008 and 2010 indicates 

31 percent of projected world oil demand growth in the non-OECD 

countries for the 2-year period according to the July 2009 Short-Term 

Energy Outlook. On the other side, country oil production remained flat at 

4 million bbl/d in 2009.
487
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Figure 52: Top 10 net oil importers of the world 

 

 

However, oil shares only 20% of its energy consumption and it will 

remain the same, as the government of China is emphasizing on the 

expansion of production and consumption of natural gas. The demand for 

natural gas is rising at much higher rate in China i.e from 11% in 1996 

to25% in 2020. The most obvious reason for this increased demand for 

natural gas is the decline in the use of coal. It is estimated that the use of 

73% coal by China will be declined to 65% to 2020. However, the demand  
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Figure 53:China’s oil production and consumption 1992-2010 

 

for coal is expected to grow at an average annual rate of 3.6 percent during 

the period of 1996 to 2020.
488

 

Demand for nuclear energy and renewable sources of energy also is 

projected to increase, but those sources will likely remain a tiny fraction of 

primary energy consumption. 

 

CHINA’S PETROLEUM INDUSTRY 

Tremendous changes have been occurred to the China's petroleum 

industry recently. In 1998, the government was having two firms, the 

China National Petroleum Corporation (CNPC) and the China Petroleum 
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and Chemical Corporation (Sinopec). These companies were operating 

various local subsidiaries. The third state owned firm is China National 

Offshore Oil Corporation (CNOOC), the responsibility of this firm is to 

handle offshore exploration and production. This firm shares almost 15 % 

of China's domestic crude oil production. During the period of 2000-2002, 

all the three companies carried out initial public offerings (IPOs) of stock. 

But still the government holds the majority of stock through its holding 

companies with the same name. Each company has to cover specific 

region in China. The CNPC and its subsidies are performing their 

activities north and west dominantly, Sinopec and its companies in the 

south, and CNOOC in offshore regions. The activities are also divided 

among these companies.  The main responsibility of CNPC has focused 

mainly on the exploration and production of oil and gas while Sinopec 

main activity is refining and distribution of oil. During 1990s restructuring 

of the three companies reduced this pattern of division to some extent but 

it still persists. Now CNPC and Sinopec both operate throughout the China 

on oil refineries and the local pipeline network.
489 

Most of the China’s oil production capacity is onshore, that is roughly 

85%.
490

 China’s largest oil producing field Daqing operating by  CNPC 

accounts for more than 900,000 bbl/d, or 25% of total crude oil production 

in China. Daqing is at the level of maturity. Since 2004, the oil production 
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of this field is being reduced, while efforts are continued by CNPC for the 

extension of its life. The discovery of several new oil fields is announced 

by the Chinese authorities in Shengli of northeastern China. Shengli, 

operating by Sinopec, has become the 2
nd

 largest oil field of China after 

these discoveries. This field supplies more than 500,000 bbl/d according to 

OGJ’s most recent estimate.
491

 Almost 500,000 bbl/d are produced by 

CNOOC from its offshore oil fields in the Bohai Bay and South China 

Sea.
492

 

Recently China is emphasizing its efforts on developing onshore oil and 

natural gas fields in Xinjiang, Gansu, Sichuan, and Inner Mongolia, the 

western China, and the offshore fields in the Bohai Bay, Pearl River Delta, 

and South China Sea. Petro China announced that nine blocks in the Tarim 

basin would be opened to foreign companies for exploration in Xinjiang in 

July, 2006. The area covered by these nine is more than 42,000 square 

miles and its oil potential are 43.9 billion barrels according to CNPC.  

Tarim basin received very low response from foreign investors despite of 

such a large oil potential because of its remote location. 
493

 

China’s big oil companies are focusing on offshore oil exploration. In this 

regard CNOOC and international oil companies are working in partnership 

and has initiated several Production Sharing Contracts (PSCs) to explore 
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and develop oil in the Bohai Bay region. CNOOC is the holder of 51 

percent shares in the CACT Operators Group, which includes Eni and 

Chevron that produces 110,000 bbl/d from five offshore fields in the South 

China Sea. Several other oil exploration and production projects are 

underway in the South China Sea and Pearl River Delta area.
494

 

As China’s dependence on oil is expected to be increased more in future, 

China is taking more interests in exploring and producing oil abroad to 

fulfill its oil demand.  By July31, 1999, CNOOC has signed with 68 oil 

companies’ from 18 countries and regions at total.
495

 Over $8 billion is 

invested by CNPC in Sudan’s oil sector, in which investment for a 900-

mile pipeline to the Red Sea is included.
496

  CNPC had finalized the deal 

with Kazakhstan for the purchase of Petro Kazakhstan, having 11 oil fields 

and licenses to explore 7 blocks in October 2005. CNPC has invested in 

some other countries also like the purchase of Encana’s oil and gas assets 

in Ecuador and PetroCanada’s oil and gas assets in Syria in 2005. 
497

 In 

July 2009, CNPC succeeded in winning the bid for the development of 

Rumalia oil field, one of the largest, in Iraq.
498

 It was a policy of CNPC to 

invest a further $18 billion in foreign oil and gas assets between 2005 and 

2020 which was announced by its authorities in 2005. 
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Like CNPC Sinopic also remained active in foreign investments. A 

memorandum of Understanding was signed between Sinopic and the 

government of Iran in October 2004 for the acquisition of fifty one percent 

shares in the Iranian largest oil field of Yadavaran, having the capacity of 

the production of three hundred thousand bbl/d.
499

China is also interested 

in $70 billion deal with Iran for importing liquefied natural gas.
500

 Sinopec 

has acquired a 40 percent stake in Synenco Energy’s $4.5 billion Northern 

Lights oil sands project in Canada too. It is expected that one hundred 

thousand bbl/d of synthetic crude oil will be produced by this company in 

2010.
501

 

 CNOOC is also not behind and is continuously working on the expansion 

of its stakes in the oil fields abroad.  CNOOC became the largest offshore 

oil operator in Indonesia after purchasing Repsol-YPF’s oil field interests 

in Indonesia in 2005.
502

 CNOOC acquired a 45 percent stake for $ 2.3 

billion in an oil and gas field in the Niger Delta in January 2006.
503

Along 

with these and other countries, CNOOC also acquired some small oil and 

gas deals in Equatorial Guinea and Kenya.
504
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CHINA’S OIL IMPORTS 

China’s largest source of oil is Middle East. China imports a significant 

quantity of oil from Africa also. The total amount of crude oil imported by 

China in 2008 was 3.6 million bbl/d according to FACTS Global Energy. 

About 50% of it came from Middle East i.e about 1.8 million bbl/d, 30% 

(1.1 million bbl/d )  from Africa, 3% ( 101,000 bbl/d ) from the Asia-

Pacific region, and  17% ( 603,000 bbl/d ) from other countries. In 2009 

the similar data is given (see the pie charts below for greater detail). It is 

reported that Saudi Arabia and Angola together exported 33.3% of crude 

oil to China. In the same year China exported 0.3 million bbl/d of key 

petroleum products including LPG, gasoline, diesel, jet fuel, fuel oil, and 

lubricants in 2008. 
505

 

NATURAL GAS 

History shows that natural gas has never being used as China’s major fuel, 

but its use in China’s energy mix is increasing day by day. Tarim 

basin,Sichuan basin, Junggar basin, Songliao basin and Ordos basin are 

China’s main onshore reserves of natural gas while Yinggehai basin, East 

China Sea basin and Bohai bay are main offshore reserves. China is 

exploring natural gas fields continuously and the country’s gas reserves 

have improved significantly.  
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Figure 54: China’s crude oil imports by source 

 

 

According to the Oil & Gas Journal (OGJ) of January 2006, China has 

proven gas reserves of 53.3 trillion cubic feet (Tcf). Other sources have 

put reserves much higher. EIA figures show the consumption of natural 

gas in china raised to 1.3 Tcf  in 2004, almost double from previous five 

years. The consumption of gas was only 3% in the overall energy 

consumption of China in 2004, but it is expected that the consumption of 
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gas in China will rise in future. In China till now, the use of natural gas 

was primarily in the preparation of chemicals. 
506

 

Figure 55: China’s Oil and gas fields 

 

GAS INDUSTRY 

Like the oil industry, the gas industry in China is led by three big giants, 

state owned companies, The CNPC, Sinopec, and CNOOC. Petro-China is 

the main operator of CNPC. Numerous small subsidiaries are operated by 

all the three companies. From a considerable margin, China’s biggest 
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company in terms of production and reserves is CNPC. In 2006 CNPC 

produced 43.87 Bcm i.e 73.7% of the national total, CNOOC 8.4 Bcm i.e 

14.1% of the total and Sinopec’s 7.25 Bcm  or 12.2% of the total.
507

 

Western and north-central china are the main locations of natural gas 

reserves. It is expected that with the discovery of several new spots of 

natural gas, China’s gas production will be increased significantly if these 

are developed properly. 

Figure 56: China’s Natural gas production and consumption 1990-2005 

Source: EIA; 2005: FACTS 
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Natural gas consumption of China increased from 24.5 Bcm in 2000 to 

46.8 Bcm in 2005 i.e with 13.8% growth rate annually. Out of it the 

consumption of city gas was 32%, the chemical sector 30%, the industrial 

sector 26% and power generation 12%. High percentage of gas 

consumption has shifted recently from chemical sector (especially 

fertilizer) to city gas because of the inauguration of commercial operations 

of the West-East natural gas pipeline. And it is expected onwards the city 

gas consumption will remain high in future too. 

Figure 57: China’s Natural Gas Consumption by Sector 

 

Source: China’s Natural Gas Industry and Its Development Strategy, Nov. 2006, 

China is establishing transnational natural pipelines of gas with the 

majority of gas rich countries in neighbor.  In June 2003, during China's 
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President Hu Jintao's visit to Kazakhstan, agreements to expedite the 

appraisal of the project were signed.
508

A feasibility study was conducted 

in February 2005 by KazMunaiGas (KMG) of Kazakhstan’s for a gas 

pipeline to China in partnership with CNPC. It is a 1,833 km long pipeline 

with a 42 inches diameter at a cost of US$7.3 billion, running 188 km in 

Turkmenistan and 530 km  in Uzbekistan.
509

 In 2009 the first stage of the 

pipeline was completed and its second phase which will add a second pipe 

and will increase its capacity up to 40 billion cubic meter of natural gas 

per year will be completed in 2011.
510

30 billion cubic meters gas would be 

supplied from Turkmenistan and 10 billion cubic meters from Kazakhstan 

through this pipeline.
511
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COAL 

Out of China’s total energy consumption, coal accounts for about 70 

percent. Coal industry, its development and production, is a main factor in 

provision of stability to the economic growth of the country.
512

 

China is on the leading position of coal-rich countries, Soviet Union and 

the United States being on the second and third position respectively. The 

exact estimate of the coal reserves in China is not available but it is 

estimated that China has coal reserves of more than 1 million tons. 
513

  

China has the shortage of coking coal since 1947, which is important for 

steel industry and because of its shortage China’s steel industry had a very 

limited growth. Furthermore, China's coal resources are located on 

unusual places.  Almost 80 percent coal resources are in the mountains, far 

away from industrial centers and cost the transportations charges to the 

developing industries.  China’s coal consumption in 2004 was 2.1 

billion short tons, more than 33% of the world total. 

Electricity demand is the main driver of coal demand in 

China. The coal demand for the electricity sector in China 

in 2004 was 50% of the total demand and its share has been 

steadily rising.514 According to China Electricity Council, 

the coal consumption of China’s power industry in 2009 was 
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around 1.56 billion tones, including 1.4 billion tones of power coal and 

160 million tones of coal for heating. 

Figure 58:China’s coal production and consumption 1984-2004 

 

Source: EIA International Energy Annual) 

 

Because of the less hydropower generation and less water supplies, it is 

predicted by the China’s Electricity Council that a 6% increase in demand 

for coal from power industry will be there for 2010.
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Figure 59: Coal consumption in China by sector 

 

Source: Energy Information Administration 2004 

 

China has tremendous coal mines but very poor record of its full 

utilization. For full utilization of this resource efficient management, 

sufficient investment, up dated equipment and strong safety measurements 

are required. China is looking forward for foreign investment in Coal 

industry for its modernization and introduction of new technologies. The 

main partner for foreign investment in China is the China National Coal 

Import and Export Corporation. The main areas of interests are adoption 

of fast technologies along with the low pollution techniques, liquefaction 
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of coal, production of coal bed methane, and its transportation through 

pipelines. Transformation of coal-to liquids industry is the main target of 

Chinese coal industry.  

Figure 60: Carbon dioxide emissions from energy activities in 2004 

 

Source: EIA International Energy Annual)   

http://www.eia.doe.gov/
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CHINA ENERGY POLICIES 

The rapid growing economy of China is making it a rising power having 

impact on the global energy and Earth’s climate system. The EIA 2009 

reports the forecasts of oil dependence for China as 80 percent, for United 

States 74 percent and for OEDC Europe 88 percent in 2030. The active 

involvement of Chinese companies in oil exploration, production and 

development abroad is well supported by the government in order to 

diversify the oil routs, to acquire new technologies, the exchange of 

financial reserves with resource reserves and to get large term oil 

contracts.
516

 

The rapid economic development of China along with its ever-increasing 

demand for energy is a big management challenge for Chinese leadership. 

The survival of the present regime system, the integrity of different 

territories and domestic stability are the main areas of interests for Chinese 

leadership.
517

 

For the regime survival the Chinese Communist Party (CCP), the leaders 

are very well aware that the satisfaction of the Chinese people is the key to 

their success. China is turning from the communism to the socialist market 

economy for the well being of its people as the collapse of USSR had 

proved communism as a faulty economic system and China does not want 
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to be a follower of USSR in this regard.
518

In the socialist market system 

The Chinese Communist Party is maintaining tight controls from center 

along with tremendous economic and social reforms. With well 

management of these reforms, having continuation in economic prosperity 

and keeping resurgent nationalism manageable, there is no threat to 

regime survival. 

The government of China is continuously working on the enhancement of 

territorial integrity since the end of cold war. China has succeeded in 

stabilization and demilitarization of its land boards in north and central 

Asia except Taiwan issue.
519

 With the formation of Shanghai Cooperation 

Organization (SCO), China has become more influential, whose member 

states consist of China, Russia, Kazakhstan, Uzbekistan, Kyrgyzstan, and 

Tajikistan, along with the observer members of India, Pakistan, Iran, and 

Mongolia.
520

 There is also considerable progress on the southwestern 

border on the disputes of Kashmir northeastern India. In 2003, India and 

China both recognized each other claims of Tibet Himalayan state of 

Sikkim respectively.
521

 China is very keen to improve its relationships 

with all the neighboring countries because of its increased economic 

development and increased oil dependency.  

For the third interest i.e domestic stability, the key is successful economic 

development. The Chinese society is facing major shifts due to the change 
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to the economic system and the decision to participate in globalization. 

The Chinese social fabric is greatly affected by the economic differences 

of coastal and interior China, the information revolution, high corruption 

and class distinction due to economic stratification. The much 

undeveloped West of China is causing unrest and forcing government for 

stable and equal economic stability of the people of all regions of China 

for getting the domestic stability.
522

 

In the broader sense all the three interests’ i.e regime survival, territorial 

integrity, and domestic stability, are very clearly connected to the 

economy. Economy is the greatest strength and the greatest liability of 

China simultaneously, and therefore, occupies the central place in Chinese 

policies and strategies. For stable and continuous economic growth, China 

is depending heavily on external sources of energy and raw materials. For 

this reason the Sea lanes of Communications (SLOCs) got a lot of 

importance for china as China is conducting most of its foreign trade 

through sea, and there is very little development in transporting oil and gas 

to China from Russia or Central Asia. As energy is the base of the 

economy, China’s economic policy depends on the success of its energy 

policy.
523

 

In its quest for energy security, China is facing the major challenges of 

ensuring safe and economical energy supplies, ensuring safe routs for its 
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supply and reducing the pollution of its fossil fuels and minimizing the 

pressure from the international community.
524

 

China has adopted the strategy of “String of Pearls.” for securing SLOCs 

for energy and raw materials supplies. 

String of Pearls 

It is estimated that China will import 70 percent of its oil imports from 

Middle East by 2015.
525

China use sea routs for importing oil from Middle 

East. China’s energy dependence on Middle East was very rightly 

foreseen by Chinese government. For the safe flow of oil from Middle 

East and to avoid possible conflicts China needs control over the sea routs. 

For the protection of sea routes China has decided the knitting of String of 

Pearls along the route. Chinese Pearls are; Gwadar Port in Pakistan, 

Hambantota in Sri Lanka, Chittagong in Bangladesh and Sittwe in 

Myanmar. Through “String of Pearls” China wants to maximize its access 

to Sea ports and develop special diplomatic relationships with the 

countries in order to modernize and place military forces on the Sea routs 

of communication.
526
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Figure 61: String of pearls 

Chinese 75 percent crude oil has to pass through the 10,000 Km long route 

through Straits of Malacca. It is very obvious that China’s oil diplomacy 

includes the avoidance of possible disturbance from the countries like 

India or United States on this route, and off course the prevention from the 

terrorist attacks. 

The most important factor motivating China for Strings of pearls is having 

alternative routes for oil imports in case of emergencies. China found four 

alternatives in this regard.  
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Figure 62: China's current and prospective oil routes.  

The safest and most feasible alternative is transport route from Gwadar 

port of Pakistan to the western province of China (Xinjiang) through a 

pipeline. Having very friendly relationships with Pakistan, China can 

handle the port in its favor very easily. China will have the advantage of 

importing oil from the Middle East to Xinjiang bypassing the Persian 

Gulf, the Indian Ocean, the Straits of Malacca and the South China Sea. 

The remoteness and very cold weather of Xinjiang may create hurdles in 

the construction of pipeline. The insurgency in the Balochistan province of 

Pakistan in the name of provincial rights can not be excluded from 

consideration also.  
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To avoid the Straits of Malacca, another alternative found by China is the 

construction of a 1700-km long pipeline from Chinese Kunming to the 

deep-water port of Sittwa in western Myanmar at a cost of US $2 billion. 

527
 For the reinforcement of this pipeline in 2004 China’s CNOOC and 

Sinopec got the permission for the exploration of two blocks in Rakhine 

and Rangoon.
528

 

Figure 63: China’s planned oil routes 

 

The third alternative for China’s oil import is the construction of railway 

line across mainland Southeast Asia, connecting southwest China to 

Singapore or Myanmar. Three routes are being proposed in this regard, 

                                                 
527

 'Searching for tomorrow's petroleum', Zhongguo Guojia Dili (China's National 

Geography), December 2004, pp 66 - 67. 
528

 'China eyes Burma oil deal', The Standard, 26 October 2004. 



 

318 

eastern route, western route, and central route. Apparently the eastern 

route is most feasible as minimum construction is involved. 

The fourth option is a route across the Kra Isthmus. The original proposals 

involve a canal. 
529

Sinopec of China and Thai State Energy Company of 

Thailand announced a joint project for the exploration of a pipeline to 

Phuket in June 2004.
530

 

No doubt that the China’s huge demand of energy has brought changes to 

the oil and energy markets of the world. The Once dependent on the 

industrialized countries for markets, energy-producing countries are now 

increasingly turning to the growing Asian, and particularly the Chinese, 

market. In fact, rising Chinese demand is changing the geopolitics of 

energy, and this, in turn, has led to concern and insecurity among several 

other large consuming states.
531

 

DEVELOPMENT OF XINJIANG 

In the interior of Asia-Europe continent, Xinjiang Uyghur Autonomous 

Region (XUAR), spreading over one-sixth of China’s land area, 

containing  largest oil deposits and hosting China’s nuclear test site- Lop 

Nor- has geo-strategic importance for China as it  borders eight countries 
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Mongolia, Russia, Kazakstan, Krygyzstan, Tajikistan, Afghanistan, 

Pakistan, and India.
532

  

 Xinjiang acts as a trade rout between China and Central Asia, West Asia, 

South Asia and the East Western Europe on one hand and is a center of 

grand development program in the western China on the other. On the 

basis of cultural and religion similarities Xinjiang has historical 

relationship with the nationalities of Central Asia and West Asia since 

ancient times. There was a well established system of folk trade between 

these countries and are similar on the basis of economic structure, natural 

environment and natural resources.
533

 

 

To meet the big energy demand of the developed and more populated 

eastern coastal cities of China, several oil and gas pipelines from Central 

Asian States pass through Xinjiang. Because of the decrease in the oil 

reserves of China in other provinces, Xinjiang is gaining more 

importance.
534

  Xinjiang became number one in the production of gas and 

number two in production of crude oil in 2008 in China. The reflection of 

the importance of Xinjiang can be seen in the Beijing's increased 
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investment through the strategy of "Go West", since 2000. Through this 

strategy China is trying to rebalance the country's economic growth. After 

the implementation of this strategy the foreign trade of Xinjiang was 

reached to US $ 22.21 billion in 2008, and became the 12th most 

important trading region of China and second among central and western 

municipalities, provinces and autonomous regions.
535

 

History shows that Xinjiang remained among the least developed area in 

China. However, since the last three decades (especially since 1990) 

Xinjiang became one of the fastest growing regions in China because of a 

lot of investment by the centre into the region.
536

 The reform policies 

became the base for the generation of wealth in Xinjiang but there is no 

appropriation in the benefits. The migrated Han population is receiving 

more benefits than the local population. Han population makes the 

majority of urban population and is enjoying the economic benefits more 

than the rural population of local minorities. In 2001 the income of urban 

household was 3.9 times higher than the rural household according to 

government sources. In the job market too the minorities are suffering 

because of lacking linguistic abilities, low standard of education and 

cultural differences.
537
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The Go west policy 

In late 1978, under the controls of Deng Xiaoping, the economic reforms 

and opening up policy led to a lot of major changes in China. The 

attention of leaders moved towards coastal areas from the inland China 

and more importance was given to light and labour-intensive industries. 

With the implementation of Special Economic Zones (SEZs) in 1979, in 

the cities of Shenzhen, Shantou, Zhuhai, and Xiamen, These cities grew 

with high speed.  SEZs were developed to attract foreign investment, 

technology, technical know-how, and managerial expertise from overseas 

enterprises for the development of China as a whole. For more income 

generation the production of goods for exports was also promoted in 

SEZs. The foreign investment (FDI) played a vital role in the development 

of China.
538

 

These economic reforms made some people and some regions very rich 

throughout the 1980s and 1990s leaving other regions in poverty. The 

coastal regions with the establishment of Special Economic Zones (SEZs) 

and "open cities" flourished in the east, but the more vast western regions 

are still under the poverty.
539

A lot of minorities are living in Xinjiang and 

these economic differences are creating ethnic tensions.
540

 Still the coastal 

areas of China are enjoying the full benefits of globalization but the west 
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of China is in the continuous struggle to control the poverty and debt. 

Today, more than half of the population under the poverty line is in the 

west.
541

 There is a huge difference of 1:15 between the income of the 

people of western areas and coastal provinces of China.
542

  The western 

"poverty belt" occupies around 66% of China's landmass and includes 

23%of China's population.  The government of China, realizing the 

tensions in the region, decided to deal with this problem through an 

economic development campaign, “The Go West policy”. 

It is a long duration program of almost twenty or thirty years for 6 

provinces in the west emphasizes on the development of infrastructure, 

science & technology, domestic industry, education of population, 

bringing improvement in investment environment & designing 

environmental protection projects. Thirty main projects were identified by 

Xinjiang Regional Development Planning Commission to be included in 

the Tenth Five-Year Plan (2001-2005) under the go west policy. Three of 

these belong to agriculture sector, four belong to power industry, two for 

urban construction, three are for gas and petrochemical industry, five are 

water resource projects, nine for infrastructure development, and four 

belong to other industries. A total investment U.S. $8.46 billion is required 

for all these projects. If implemented properly, the Go West plan will help 

a lot to overcome the isolation of the region, will provide technological 
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assistance, and will remove infrastructure deficiencies.
543

Despite the 

economic goals of go west policy, it also covers the government agenda of 

finishing unrest, national integration and, survival of current regime.
544

  

Xingjian’s population is about 20 million people from thirteen major ethnic 

groups; the largest among them is the Uighur, a Muslim community 

having close ties with Central Asia. For the integration of Chinese 

periphery, The China Communist party continued to settle Hans in 

different areas of China. In the same context the government has promoted 

the migration of Hans to Xinjiang too in the name of talent transfer. The 

Party claims that its policies for Xinjiang are for the promotion of 

economic development not for demographic change. The migration of 

Hans in Xinjiang has created unrest as Hans and Uighurs are in 

competition with each other for very limited jobs and natural resources. 

Hans are living in larger industrialized urban areas while Uighurs 

populates the rural areas.
545

 Although there are a lot of economic 

development projects going on in Xinjiang, the region still faces economic 
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difficulties. 
546

 So, instead of relying on the central government policies 

for development, the Uighurs still feel threat to their prosperity which 

leads their dissatisfaction to separatist sentiment. To cope with this 

difficult situation, Beijing joined Tajikistan, Kazakhstan, Russia, 

Uzbekistan, and Kyrgyzstan in the "Shanghai Six,"(SCO).which is also 

providing services of fighting against separatists and extremists on 

common grounds along other functions. The basic purpose of the go west 

policy is to create hope among the minorities, especially Uighurs, by 

introducing such economic plans which could eliminate or minimize the 

economic differences between east and west of China. The basic theory of 

go west policy is that equal distribution of wealth will create co-operation 

among minorities and that will lead to the United China. Chinese officials 

are with the opinion that the control of these Separatist movements is only 

possible through increase in material wealth among local populations. 

To keep the balance in the economic development of such a large area like 

Xinjiang a large scale poverty alleviation programme is being launched by 

the central government since the 1980s under the go west policy. The 

basic aim of this programme is economic and cultural development. Over 

the period from 1978 to 2008, there was decrease in Xingjian’s 
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impoverished population from 5.32 million to 2.53 million, and there is a 

lot of improvement in their living and working conditions.
547

 

In 1992, under the go west policy, the central government announced the 

tax-sharing arrangements of coastal provinces for Xinjiang, along with the 

announcement that the minority regions can retain 80% of local taxes 

rather than 50%.
548

  

The economic development of a region can be boosted by the 

development in infrastructure that is why the central government of China 

is emphasizing heavily on the infrastructure development in Xinjiang. The 

relationships between Xinjiang and neighboring countries will also be 

strengthening under this policy. Thus the plan has brought large 

infrastructure projects of roads, railroads, and pipelines in Xinjiang. 

Taking full advantage of opening up westward, the government of 

Xinjiang adopted the   strategies of “Joint East for Exporting westward 

and Importing Westward forward East” and is fully utilizing the local and 

abroad markets, and resources. As a result there is high speed 

development in Xingjian’s foreign trade. However, its contribution to the 

total Chinese foreign trade is still very small.
549

 

Faced with the trend of economic globalization and regional economic 

cooperation, Xinjiang has developed actively regional economic 
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cooperation with 10 neighboring countries by using its own geopolitical, 

and port advantages, cultural and historical advantages, and has achieved 

some success. Especially in recent years, the levels of the regional 

economic cooperation has been continuously enhanced, the fields are 

continuously expanding, the models are also innovating, the principal part 

is continuously enriching, the scale are expanding, the pattern of regional 

economic cooperation of multi-levels and multi-directional, multi-forms 

and multi-channels is gradually forming.
550

 

After 10 years of development, the levels of regional economic 

cooperation between Xinjiang and neighboring countries have been 

boosted. The regional economic cooperation is no longer a small-scale 

regional cooperation that only contained Xinjiang and Central Asian 

countries; it is now including some Asian economical bodies, such as 

China, Russia, India, Pakistan and Kazakhstan, etc. Especially since the 

establishment of SCO, the regional economic cooperation has gained more 

extensive attention. In recent years, the principal part of foreign trade of 

Xinjiang and its neighboring countries changed a lot. In 1978, Xinjiang 

had few enterprises that have foreign trade rights, and these enterprises 
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were basically state-owned. With the decentralization of China's foreign 

trade independence, China broadened restrictions to the business 

enterprises that engaged foreign trade gradually, so a growing number of 

collective, private and foreign funded enterprises participated in the 

process of Xingjian’s foreign trade.  

At the end of 2006, Xinjiang had 3500 enterprises that has the right of 

operating foreign trade, including 62 enterprises whose amount of imports 

and exports was 10-50 million dollars, of 17 enterprises was 50-100 

million dollars, of 24 enterprises was 100-400 million dollars, and of two 

enterprises was 400 million dollars. Although Xinjiang's 105 foreign trade 

enterprises account for 3 percent of the total number of enterprises of 

Xinjiang, the amount of imports and exports of these enterprises account 

for 86% of the import and export volume of Xinjiang. We can also look 

the changes from the companies' registration types, in 2006, Xinjiang's 

Customs House completed the total amount of import and export 9.10327 

billion dollars, of which included, the state-owned economy 3.37642 

billion dollars, accounting for 37.09% of the total amount of imports and 

exports; The collective economy was 763.59 million dollars, accounting 

for 8.39%; The private economy was 4.77959 billion dollars, accounting 

for 52.51%;Three-capital enterprises to 182.42 million dollars, accounting 

for 2.00% ; The rest was 1.25 million dollars, accounting for 0.01%. It 

fully shows that non-state-owned enterprises which contain the mixed-

ownership enterprises, private enterprises, foreign-funded enterprises etc., 

are becoming the main force in the import and export of Xinjiang. With 
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the accelerated process of regional economic cooperation between 

Xinjiang and neighboring countries, the value of trade has increased year 

by year. There was 51% growth in foreign trade in 2007 in Xinjiang and a 

62 percent increase in 2008. Due to the global financial crises, it dropped 

to 37.8 percent in total value in 2009. In 2008, Xinjiang ranked 12
th

 

among the mainland's 31 provinces, regions and municipalities having  

$22.2 billion foreign trade  while its exports were $18.7 billion, ranking 

11th in the country. The region's foreign trade rose 13 percent year-on-

year in the first half of 2010.
551

 

in 2006, Xinjiang's total value of imports and exports was 9.10327 billion 

dollars, and total value of imports and exports with the neighboring was 

7.95228 billion dollars, accounting for 87.36 percentage of Xinjiang's total 

amount of import and export, which shows that the vast majority of 

Xinjiang's trade was concentrated in these neighboring countries such as 

Kazakhstan, Kyrgyzstan, Tajikistan, Pakistan, and others. In 2006, 

Kazakhstan, Kyrgyzstan, Pakistan, Uzbekistan and Tajikistan are located 

the first, second, third, fourth and fifth place in the Xinjiang's foreign 

trade, the value between Xinjiang and these countries is respectively 

5014.72, 1857.29, 343.30, 266.31 and 218.1 million dollars, accounting 

for 55.09%, 20.4%, 3.77%, 2.93% and 2.40% respectively. 

After 10 years development, the structure of import and export 

commodities between Xinjiang and neighboring countries has changed a 

lot. Xinjiang's structure of import and export commodities has constantly 
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improved, the proportion of exports of industrial products has gradually 

increased, and the proportion of exports of high value-added products has 

also increased. The proportion exports of industrial products account for 

the total value of exports of Xinjiang from 27.2% in 1985 to 90.2% in 

2005, increased 63%, while the proportion of primary products from 

72.8% in 1985 to 9.8% in 2005. 

The export commodities of foreign trade between Xinjiang and 

neighboring countries were gradually changed, from the low-end materials 

to the high-end finished products; the structure of trade has been further 

optimized. The commodities of import and export changed a lot, from 

several initial primary materials to products in various fields such as the 

chemical industry, textile, agricultural machinery, construction machinery 

and equipment, fabricated metal products, agricultural products, home 

appliances, food, daily necessities, electronics and machinery etc., even 

including high-tech products such as biological preparation etc.  In 1992, 

the commodities Xinjiang exported to the neighboring countries were 

sugar, rice, live goats, stallion and frozen meat, caustic soda, flour, 

alcohol, etc; The major commodities Xinjiang's imports from neighboring 

countries were steel, fertilizers, timber, electrolytic copper, automobiles 

and their components, non-ferrous metals, bulldozers, excavators, etc. But 

during the 5 years (from 2000 to 2005), The commodities Xinjiang 

exported to the neighboring countries were mainly food, daily 

commodities, alcoholic products, refined oil, machinery and electronic 

products, cereals, oil and soil mechanical products, petrochemical 
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products, pharmaceuticals, farm machinery and equipment, clothing and 

textiles, paint, leather, etc.; The major commodities Xinjiang's imports 

from neighboring countries were crude oil, cotton, copper, timber, paper, 

aluminum ingots, chromium ore, iron ore, ferrous metal mining, fur, 

cotton picking machines, chemicals and other raw materials etc.  

China's Xinjiang should take full advantage of its geographical location 

and China's economic and technical advantages, should develop the 

regional economic cooperation actively, should also develop preferential 

cooperation fields such as transportation, energy minerals, light industry, 

tourism etc. 

To reduce the isolation of Xinjiang from eastern China and the demanding 

markets of Central Asia and Europe It has to improve its infrastructure. 

The current transport links are not sufficient. Something transported from 

California to Guangdong will take less than a week time to reach while 

from Turfan, located in central Xinjiang to the same spot will reach in 

fifteen days. It is much cleared that the biggest challenge Xinjiang is 

facing is the development and enhancement in shipping capabilities and 

transportation links. 

The existing Karakoram highway already connects western China with 

Pakistan. With further expansion and upgrading of this high way and the 

linkages with Gwadar via planned Ratodero – Khuzdar road, Western 

China shall have easier access through Gwadar to the whole world. 
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The National Development Reform Commission of China has signed a 

Framework Agreement on Energy Co-operation with the Ministry of 

Petroleum and Natural Resources of Pakistan in Beijing on 20th February 

2006. Pakistan presented a blueprint of 3300 kilometer-long with 30 inch 

diameter Karakoram oil pipeline from Gwadar to Khunjerab pass, able of 

handling twelve million tones of oil per year costing US$4.5 to US$5 

billion at the forum.
552

  

It is expected that China will chose Gwadar port for exports of Xinjiang 

instead of its eastern ports for which a distance of 10,000 km has to be 

covered. Thus it may be logically visualized that Gwadar port will be an 

integral part of the China’s Foreign Trade route in future for Xinjiang. 

This makes it feasible and cost-effective to carry out trade (exports and 

imports) through ports that are neighboring to the Gulf, Africa, Central 

Asia and Europe. 
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 Presentation made by one of Pakistan’s gas companies, Sui Southern Gas Company, at 

the Pak-China Energy Forum, 25-26 April 2006, www.ssgc.com.pk/ 

ssgc/media_center/presentation/pdf/karakoram.pdf  
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MAJOR FINDINGS FROM PRIMARY DATA  

 Table 26: China’s interests in Gwadar port 

Crosstab

11 17 20 2 50

22.0% 34.0% 40.0% 4.0% 100.0%

12 11 27 0 50

24.0% 22.0% 54.0% .0% 100.0%
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40% of the government servants and 54% of the business community 

responded that China wants to use Gwadar port for the development of its 

western region Xinjiang. The western part of China is not as much 

developed as its eastern part. China has invested a lot in its western part 

for its development. Xinjiang is 4500 kilometer away from the eastern 

coasts of China while it is only 2500 Kilometer away from Gwadar. Trade 

of Xinjiang to the world market is much more economical and shorter 

through Gwadar port than Chinese own eastern ports.  
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Figure 64: Bar chart of primary data showing response to China’s 

interests in Gwadar port 
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The result of Chi-Square test is x2(2, n=100) 4.372, P >.05, means there is 

no significance difference between the opinion of the government officers 

and businessmen 



 

334 

 

CONCLUSIONS AND RECOMMENDATIONS 

The study starts with the hypothesis that Gwadar port project is likely to 

contribute to the economic development of Pakistan in the area of trade. 

The importance of Gwadar port is being elaborated from strategic, 

economic and geographical point of view. It is hoped that Gwadar Port, 

being a link between East and West, would not only enhance Pakistan’s 

trade which would provide stimulus to domestic economy but also play a 

vital role in changing the fate of South Asian region. Through this port 

Pakistan would earn tremendous foreign exchange and would set in the 

Renaissance of socio-economic development provided the economic and 

foreign policy options are handled carefully. 

Chapter I concludes that there is a strong need for the construction of a 

third port at a place, like Gwadar, which is in close proximity to the 

International Sea Lanes of Communications (SLOC). The rapidly 

increasing seaborne trade worldwide is creating demand for new ports. 

The rapid growth of Asian economies, especially China, needs easy access 

to supply chains. Pakistan and China, both want to yield full benefits from 

the geographically important location of Gwadar.  Due to its geo-political 

importance, Pakistan can attract a lot of business form the region through 

Gwadar port provided it tactfully addresses all the security issues that can 

be of concern to other countries in the region or can affect the business 

environment in the country. Pakistani Policy makers and business 
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community are optimistic that this port will be a success story and would 

play a central role in the economic development of the country. 

Chapter II concludes that Gwadar port is being anticipated to be a place of 

great strategic importance that will give boost to Pakistan’s economy 

tremendously resulting in uplifting the living standards of the people but 

there are some political hurdles preventing Gwadar port to be operational. 

Energy demand worldwide is increasing day by day while there is a 

gradual decrease in energy resources. This demand is quite high in the 

rapidly developing economies like India, China and Japan. Central Asian 

region got a lot of importance regarding its energy resources.  War for oil 

and gas can create instability in the region of Indian Ocean as this is the 

main transporting route for energy. China is investing in the mega project 

like Gwadar as it can transport its energy through Gwadar port avoiding 

the dangerous Strait of Malacca. Through Gwadar port, China can also 

have a check on its Sea Lanes of Communications. United States of 

America on the other hand is meddling in the internal affairs of the 

countries especially those which are either resource rich or act as transit 

points for the transportation of energy resources. This scenario is 

troublesome in the case of Gwadar port and would seem to delay the 

materialization of the project unless the USA accepts the access of China 

to the Indian Ocean through Gwadar port. USA considers the entrance of 

China to the Indian Ocean as a threat to its own interests as it has strong 

military might in the Indian Ocean and is controlling all the Sea Lanes of 

Communication. Through this port China will not only be able to transport 
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its energy from Persian Gulf and Middle East through  the land route of 

Karakuram Highway, but will also have a check on SLOCS by having a 

military base at Gwadar,  which definitely goes against US interests. India 

wants to approach Central Asian region for energy but has to pass through 

Pakistan. India considers the approach of China to Arabian Sea a threat to 

its own interests. India and Pakistan are bitter rivals since the time of 

independence. They had fought three wars and are always at loggerheads 

with each other. Since economic stability provides strength to the country 

both politically and strategically, India therefore considers Gwadar port a 

threat. While China was constructing Gwadar port in Pakistan, India 

embarked on investing in the port of Chahbahar at Iran with the aim of 

accessing Central Asian States (CAS) for their energy resources on one 

hand and creating competitor for Gwadar Port on the other. Pakistan is 

hoping that Gwadar port would be more successful as against Chahbahar 

as it is a deep sea port and can accommodate larger vessels. Iran, on the 

other hand, has established good relationships with the Central Asian 

States and will be more than happy to provide them the exit point for their 

goods and commodities. Competition would always be their whether 

Central Asian states opt for Gwadar or Chahbahar. In a given scenario 

there are chances of instability in the region also. Whenever Pakistan 

moves a step towards the development of Gwadar port, it is intercepted by 

some political problem. The first phase of Gwadar port was completed in 

2005 but is still waiting for commencement of trade activities. Had it not 

been these political and diplomatic hurdles, Pakistan would have long 
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started yielding economic benefits. Presently, various pressures from 

different quarters of the world attain variety of forms resulting in creating 

conditions unfeasible for Pakistan to utilize this mega project for the 

betterment of its economy. Regardless of what has been said so far about 

the prevailing complex geo strategic state of affairs, there seems a light at 

the end of a tunnel. Given its surroundings, and factors explained in the 

preceding chapters, it is hoped that Gwadar port would be a great success, 

once it is fully operational. This is the age of globalization and states have 

realized that economic benefits are possible only if they come closer. The 

benefits on the basis of comparative advantage are only possible if there is 

a closer integration of nations and modes of transportation are cheaper and 

distances shorter.  

Chapter III concludes that Gwadar port has the ability to perform its role 

as a hub port for the entire region and will attract large amount of trade. 

Pakistan has got an edge, according to a new concept of globalization, 

increase in the means of communication and diversification of the 

transportation conveniences. In geo-political context, the importance of 

Gwadar is linked with the trade and energy wealth of its surrounding 

countries. Its 600 kms long Makran coast lies at close proximity to the 

Straits of Hormuz and is in connection with the Gulf region which has 

more then 60% of oil and 25% of world gas reserves, making it a very 

attractive and feasible location for both East and West. Gwadar is 

providing the shortest route to the Central Asian States, having over 23 

billion tons of oil and 3000 billion cubic meters of gas, from the Arabian 
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Sea and this scenario has therefore created new geographic imperatives for 

this port. Because of its geographical location, Gwadar seaport will serve 

as a trade transit point for Afghanistan, Central Asia and Middle Eastern 

countries. Gwadar is 2,500 km from Xinjiang while its distance from 

China’s eastern seaboards is 4,500 km. China wants Gwadar port to be the 

transit point for Xinjiang. For China’s interior regions it is more feasible 

and cost effective to carry trade through this port. Gwadar port with 

modern approach, new technologies, effective communication links and 

excellent offshore infrastructure would attract a lot of countries from Asia, 

Africa and Asia Pacific regions for their trade.  This port is expected to 

earn around $60 billion per year for Pakistan from transit trade alone 

provided it is fully functional meeting all the requirements. The 

comparison of different ports in the surroundings of Gwadar port shows 

that Dubai, Jebel Ali, Salalah and Khor Fakkan ports are well-established 

hub ports and are contributing a lot to the economies of their nations. 

National ports of Karachi and Bin Qasim are reaching their capacity. Both 

ports of Iran do not have enough capacity to handle the flow of natural 

resources of Central Asia. Moreover, international isolation of Iran is also 

hampering its port operation, as it is not open to all the international users. 

The presence of geopolitical turbulence in the Middle East and lack of 

capacity expansion in case of domestic ports will provide opportunity for 

Gwadar port to attract reasonable share of the market and try to establish 

itself as a hub port. It, however, needs to be accepted that emergence of a 

new port would only mean a tighter competition for share in the existing 
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market. Only an appropriate set of policies, priorities and incentives would 

decide the future of the transshipment business in this area. 

Chapter IV concludes that Gwadar port is suitable for attracting large 

amount of trade and will provide a lot of benefits to Pakistan. It will also 

generate revenues through toll collection along with the revenues 

generation by port operations. The expected flow of 10-15 million tons of 

Central Asian trade and much more than this from Xinjiang would 

generate millions of dollars per year for Pakistan in the form of various 

taxes, fees, levies and service charges. It is also estimated that large 

amount of money is expected to be invested by the Asian countries to 

meet their energy demand. Gwadar port is the gate way to the energy 

resources of Central Asia. Pakistan has only to create an environment of 

security to insure the steady flow of energy trade specifically and other 

goods trade generally.  It should also make efforts to develop an efficient 

energy market. On the declaration of free oil port, Gwadar can offer itself 

as petroleum hub which will not only serve the region but the whole 

world. Due to its strategic position and proximity to the oil routes, Gwadar 

port can make huge reserves of oil and gas available to the energy hungry 

nations. The facilities provided at Gwadar port and further expansion 

plans will make Gwadar port to handle huge containers of up to 0.5 

million tones dead weight which form a crucial part of the present 

international oil movement. Only transportation of oil alone through this 

route can generate huge revenues for Pakistan and this is the most 
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important reason of the participation of China in the development of 

Gwadar deep sea port. 

Associated with the port, large industrial developments and support of 

service sector is also involved to facilitate the trade through port. This 

industrial development will boost Pakistan’s economy by creating 

enormous employment opportunities for the Pakistani people. In Pakistan 

every single job supports at least 5 or 6 dependents which means that jobs 

created at Gwadar will provide bread to millions of Pakistani people. The 

other hope is that a lot of people from other populated cities like Lahore 

and Karachi will migrate to this port city in search of new opportunities 

relieving these mega cities.  

Gwadar port is at initial stage. Trade though Gwadar port can only be 

estimated in the light of rising international trade and rising need of 

energy. The same is true for revenue generation. The income of Gwadar 

port is the only estimation based on the expected flow of trade through 

Gwadar. It can be safely suggested that the potentials of Gwadar port are 

enormous and can easily attract large trade volumes creating millions of 

jobs and earning significant amount of foreign exchange. It can therefore 

be very confidently said that Gwadar port will play vital role in reviving 

the economy of Pakistan.  

Chapter V concludes that nations now consider oil as a strategic resource. 

It is a common phenomenon that with the prosperity of the nations their 

demand for oil increases. Same is true in the case of China also. The rapid 

economic growth of China in the last three decades has resulted in many 
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fold increase in the demand for oil. In energy China is the second biggest 

consumer after the United States, accounting for fifteen per cent of the 

world total. The Persian Gulf and Middle East regions have almost 60% of 

oil resources and China’s oil imports from this region are 55% to fulfill its 

requirements. Gwadar port will provide access of China to the markets of 

Central Asia for importing energy and exporting Chinese products through 

developing road and rail links into Central Asia. Xinjiang will be the 

greatest beneficiary of this arrangement through increased economic links 

with the Central Asian Islamic nations, Pakistan and Afghanistan. It is 

expected that China’s use of Gwadar port for exports originating from 

western region will provide her preferred option over the ports located 

along her eastern coast, for which a distance of 10,000 km has to be 

covered. Thus it may be logically visualized that Gwadar port will be an 

integral part of the China’s Foreign Trade route for Xinjiang in future. 

This also makes it feasible and cost-effective to carry out trade through 

ports that are neighboring to the Gulf, Africa, Central Asia and Europe. 

Gwadar Port can generate necessary resources for developing required 

infrastructure which is pre requisite for fully functional and successful port 

and which would in turn be a catalyst for the economic revival of Pakistan 

provided a stable, congenial and secured environment is in place, and that 

is only possible through regional co-operation and amicable settlements of 

all domestic and international political and diplomatic issues.  
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RECOMMENDATIONS 

It is hoped that this research study will generate interest among various 

stakeholders and provide a better understanding of the key issues. It is also 

hoped that transport planners, policy makers, government officials, 

donors, the private sector, and the civil society will all find it useful. In 

order to achieve sustainable economic growth and development in the 

region, this study is also expected to facilitate in way transport cooperation 

among the Central Asian Countries, Iran, Afghanistan, India and Pakistan. 

 Major recommendations of the thesis are summarized below: 

 Government of Pakistan must launch an all-embracing 

initiative to promote cooperation amongst all stakeholders. It 

should undertake the process of scrubbing and analyzing all the 

requirements of the aspirants with the aim of framing mutually 

acceptable principles and policies that would be implementable 

in order to attract their cooperation. Pakistan needs to take 

confidence building measures to ensure India and Afghanistan 

that it is irrevocably committed to the policy of “restraint”. Iran 

could be won over by devising clear cut “rules of business” 

acceptable to both the countries. Lastly a full fledged 

diplomatic effort should be undertaken in the cases of the 

United States and China to convince both the rivals to observe 

the policy of restraint. This could be in the shape of some 
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strategic understanding or even through entering into a “limited 

security regime.”  

 The nationalist elements of Balochistan should be taken in 

confidence and the problem should be solved through 

negotiations. The government of Pakistan must appreciate their 

grievances and should address them properly. It is important 

for the encouragement of future investment by the private 

sector. 

 A comprehensive policy for the development of Baluchistan 

should be adopted by the government of Pakistan like china has 

already adopted for the development of its western region (the 

go west policy) to settle the unrest due to inequality of wealth. 

The policy should emphasize on the development of 

infrastructure, science & technology, domestic industry, 

education of population. It should also focus on bringing 

improvement in investment environment & designing the  

environmental protection projects, with the aim to create hope 

among the people of Baluchistan for economic uplift so that 

co-operation among the minorities can be assured. 

 

 The government must show sincerity of purpose in 

implementing the mutually acceptable policy framework in 

conformity to the policy guidelines. 
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 For handling the policies of the port project and Gwadar city 

development, the government should establish a board having 

representatives from both public and private sectors. 

  Special arrangements of Security and Safety should be made 

in order to attract foreign investments. 

 In order to ensure growth and economic stability, both civil and 

political institutions should be strengthened 

 Consistency in economic policies should be ensured through 

stable political government.  

  Port operations should be given to well establish port authorities.  

  Special Economic and Export Processing Zones should be 

established.  

 The government should provide 100% ownership of industries 

and services.  

  Gwadar port should be exempt from import/export taxes.  

  There should be no limit on Transfer of capital and repatriation of 

profits in foreign currency  

 No corporate taxation for a minimum of 15-20 years.  

 No personal income taxes.  

 Utilities like power, water, and gas supply should be provided at 

the port at subsidized rates. 

  Air, road and rail linkages with the neighboring countries and 

within Pakistan should be established  
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 Pakistan has to concentrate on the production and provision of 

skilled labor. Special institutions are to be developed for such 

trainings.  

 Administrative and high level technical support should be 

provided to the investors.  

  Minimal government intervention. 

  Investment  security should be assured 

 Special policies for the creation and maintenance of an 

investment-friendly and competitive business-climate may be 

implemented.  

 Facilities like warehousing, modern cargo handling 

equipments, IT systems etc. should be developed. 

 Special arrangements should be made to coordinate the efforts 

of different development authorities engaged in various 

developmental projects at Gwadar.  

 Preferential trade agreements (PTA) between Afghanistan and  

Pakistan should be signed to boost regional trade 

 Urgent work is needed on the proposed  projects like 

Turkmenistan-Afghanistan-Pakistan-India (TAPI) pipeline and 

Central Asia-South Asia (CASA) power project,  National Trade 

Corridor (NTC) project, ECO highway, railway line from Chaman 

to Spin Boldak, and sub-regional connectivity and trade 

facilitation programs 
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 Special trade incentives should be provided to Afghanistan and 

Central Asian States so that they choose Gwadar port for their 

trade instead of port of Chahbahar. 

 In order to strengthen the trade relationships among the 

industrialists and traders of the regional countries, facilities and 

space should be provided for display centers and liaison offices by 

the government of Pakistan. This will facilitate the traders to 

share technical expertise.  

 Regional countries should co-ordinate with China in building 

regional energy network of pipelines passing through Gwadar. 

This net work of pipelines will carry oil and gas from energy 

producing countries to energy consuming centers. 

 The government must restore the lost trust of business 

community in order to attract domestic and foreign investment 

to Gwadar.  

 Strong and beneficial ties with all major powers and with the 

neighboring countries should be established and maintained. 

 

 The government of Pakistan must ensure that the fruits of 

Pakistan’s economic recovery trickle down to the people of 

Pakistan.  

 Government of Pakistan should struggle for trade not aid.  

 Government of Pakistan should request U.S. to access its 

market for  textile sector especially  
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 Transfer of technology is a must that will provide Pakistan a 

base for competition in the region.  

 Improvement of institutional frameworks for better 

communication and co-ordination between the government 

agencies and representative trade and industry bodies 

 Joint economic ventures should be made with US and China. 

This will help in creation of  long term bilateral relationships 

among these countries  

 The areas of investment under joint ventures need to be 

identified for inter-regional economic and trade cooperation. 

 Visa restrictions should be eased for the Pakistani businessmen 

and exporters world wide.  

 Foreign firms particularly European, American and Chinese 

companies should increase their stake by making investments in 

different projects in Gwadar port city.  

 The requirements of the potential investors should be 

thoroughly evaluated by the Government of Pakistan and 

assurance should be that there is balance in the incentives 

offered and ideas of risk-taking.  

 Pakistan should offer incentives equal to those offered in other 

hub ports of the world. 

 There should be acknowledgement of the rights of private 

sector to make justifiable profit and assurance should be given 

that both private and public sectors will be treated equally. This 
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should be applicable to award of any subsidy, special cargo 

allocation quota, or contract for transportation of cargo. 

 The government must explore the possibility of joint 

collaboration with China for long-term economic revival of 

domestic shipbuilding industry. 

 Government of Pakistan has to plan to come out of the difficult 

situation created by the war on terrorism 

 Policies should be adopted in order to attract the cooperation 

not the competition among the nations of the Indian Ocean 

region. Pakistan should seek the help of international 

Institutions  

 Regular exchange of information should be there to enable the 

stakeholders to realize the ground realities 

 There should be co-operation in business laws and procedures 

between the businessmen of the different countries and a 

dispute resolution mechanism to avoid any trade disputes 

 Chinese private sector should be engaged on long-term basis 

for sustainable economic relations as till now only public 

sector is investing in Pakistan 

 There should be interchange of processing technologies in 

potential sectors at Gwadar industrial state like seafood 

products, leather products, value addition in cotton yarn and 

fabric, granite and marbles,  copper ores, precious stones and 

other industrial minerals 
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Annexure 2: Results of Chi-Square test on Primary data 

Chi-Square Tests

13.361a 3 .004

14.254 3 .003

2.707 1 .100

100

Pearson Chi-Square

Likelihood Ratio

Linear-by-Linear

Association

N of  Valid Cases

Value df

Asy mp. Sig.

(2-sided)

2 cells (25.0%) have expected count less than 5. The

minimum expected count is .50.

a. 

 

_Chi-Square Tests 

  Value Df 

Asymp. Sig. 

(2-sided) 

Exact Sig. 

(2-sided) 

Exact Sig. 

(1-sided) 

Pearson Chi-Square 3.840(b) 1 .050     

Continuity Correction(a) 2.458 1 .117     

Likelihood Ratio 4.231 1 .040     

Fisher's Exact Test       .112 .056 

Linear-by-Linear 

Association 
3.802 1 .051     

N of Valid Cases 100         

a  Computed only for a 2x2 table 

b  2 cells (50.0%) have expected count less than 5. The minimum expected count is 3.50. 
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Chi-Square Tests 

 

  Value Df 

Asymp. Sig. 

(2-sided) 

Exact Sig. 

(2-sided) 

Exact Sig. 

(1-sided) 

Pearson Chi-Square .184(b) 1 .668     

Continuity Correction(a) .046 1 .830     

Likelihood Ratio .184 1 .668     

Fisher's Exact Test       .830 .415 

Linear-by-Linear 

Association 
.182 1 .670     

N of Valid Cases 100         

a  Computed only for a 2x2 table 

b  0 cells (.0%) have expected count less than 5. The minimum expected count is 16.00. 

 

Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 25.862(a) 3 .000 

Likelihood Ratio 29.927 3 .000 

Linear-by-Linear 

Association 
.050 1 .824 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is 4.50. 
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Chi-Square Tests 

 

  Value Df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 4.056(a) 2 .132 

Likelihood Ratio 4.311 2 .116 

Linear-by-Linear 

Association 
2.663 1 .103 

N of Valid Cases 
100     

a  0 cells (.0%) have expected count less than 5. The minimum expected count is 5.00. 

 

Chi-Square Tests 

 

  Value Df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 16.364(a) 3 .001 

Likelihood Ratio 21.052 3 .000 

Linear-by-Linear 

Association 
3.092 1 .079 

N of Valid Cases 
100     

a  4 cells (50.0%) have expected count less than 5. The minimum expected count is 2.00. 
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Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 9.143(a) 3 .027 

Likelihood Ratio 11.119 3 .011 

Linear-by-Linear 

Association 
4.314 1 .038 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is 2.50.  

 

  

Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 36.364(a) 3 .000 

Likelihood Ratio 41.043 3 .000 

Linear-by-Linear 

Association 
29.642 1 .000 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is .50 
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 Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 12.712(a) 2 .002 

Likelihood Ratio 13.051 2 .001 

Linear-by-Linear 

Association 
4.978 1 .026 

N of Valid Cases 
100     

a  0 cells (.0%) have expected count less than 5. The minimum expected count is 6.50. 

 

Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 2.221(a) 2 .329 

Likelihood Ratio 2.244 2 .326 

Linear-by-Linear 

Association 
2.168 1 .141 

N of Valid Cases 
100     

a  0 cells (.0%) have expected count less than 5. The minimum expected count is 9.00. 
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Chi-Square Tests

14.663b 1 .000

12.988 1 .000

15.550 1 .000

.000 .000

14.516 1 .000

100

Pearson Chi-Square

Continuity  Correctiona

Likelihood Ratio

Fisher's Exact Test

Linear-by-Linear

Association

N of  Valid Cases

Value df

Asy mp. Sig.

(2-sided)

Exact Sig.

(2-sided)

Exact Sig.

(1-sided)

Computed only  for a 2x2 tablea. 

0 cells (.0%) have expected count less than 5. The minimum expected count is 13.

50.

b. 

 

Chi-Square Tests 
 

  Value Df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 7.477(a) 3 .058 

Likelihood Ratio 8.132 3 .043 

Linear-by-Linear 

Association 
6.336 1 .012 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is .50. 
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Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 8.063(a) 3 .045 

Likelihood Ratio 9.208 3 .027 

Linear-by-Linear 

Association 
.106 1 .745 

N of Valid Cases 
100     

a  4 cells (50.0%) have expected count less than 5. The minimum expected 

count is .50. 

 

Chi-Square Tests 

 

 

a  0 cells (.0%) have expected count less than 5. The minimum expected count is 7.00. 

 

 

 

 

 

 

 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 8.971(a) 2 .011 

Likelihood Ratio 9.593 2 .008 

Linear-by-Linear 

Association 
5.440 1 .020 

N of Valid Cases 
100     
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Chi-Square Tests 

 

  Value df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 11.889(a) 3 .008 

Likelihood Ratio 12.553 3 .006 

Linear-by-Linear 

Association 
2.899 1 .089 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is .50 

Chi-Square Tests 

 

  Value Df 

Asymp. Sig. 

(2-sided) 

Pearson Chi-Square 4.372(a) 3 .224 

Likelihood Ratio 5.158 3 .161 

Linear-by-Linear 

Association 
.056 1 .812 

N of Valid Cases 
100     

a  2 cells (25.0%) have expected count less than 5. The minimum expected count is 1.00. 
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Annexure 3: Gwadar Master Plan  

A high rate growth was expected in Gwadar town in 2002 when the 

construction of the work on port project was started. Gwadar Master Plan 

was introduced to streamline this growth. For the improvement and 

implementation of Master Plan Gwadar Development Authority was 

established in October 2003. Only the land use was suggested initially. 

After the establishment of Authority, the land Zoning, Internal Road 

Network and Vision of Gwadar port was Developed and finalized.  

Gwadar Town Planning and Regulations were adapted simultaneously. 

According to Gwadar Master Plan the Land use is as under: 

19500  Acres   Residential                                                                                 

(Extendable) 

200  Acres   Commercial (Ext.) 

210  Acres   Recreational(Ext.) 

10000 Acres   Industrial + Ware Housing 

Desalination Plant, New International Air port, Railway Linkage, Multiple 

accesses to port and various urban facilities are planned.  

All required facilities of a modern city and developmental work to 

facilitate the business and attract foreign investment is covered by the 

Gwadar Master Plan. At the same time required housing needs are also 

covered by it.  

Local industry development will spur Gwadar city and port development. 

According to the master plan of Gwadar port, by 2020, local industrial 
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development will generate over US$ 2 billion in exports, spurring Gwadar 

to achieve a GDP of over US$ 3 billion and a population of 1.8 million. 

The local industries include Textile and garments, Food processing, 

Building material, Oil refining, LNG, Steel and metal fabrication, 

Automotive, Manufacturing Etc. Gwadar industrial development will 

require strong government support in policies formation. 

At the port level Gwadar port authority will need to deliver on safety and 

security standards to boost port international status. Pakistan expects a 

greater fillip to commercial, trade and economic activities after the 

development of a fully functional deep-sea port at Gwadar. As a regional 

hub of business, trade and commercial activity, Gwadar port would 

provide a solid base for the economic progress of the nation. The 

establishment of Free Trade Zone and Export Processing Zone (EPZ) will 
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open the doors for development of small, medium and large scale 

industries generating revenue for the government and providing profitable 

avenues for both the skilled and non-skilled workforce in Balochistan. 

Gwadar Special Economic Zone (GSEZ) would attract foreign as well as 

local investment giving a big boost to the exports of the country. World-

class infrastructure, equipment and high connectivity are basic 

requirements for Gwadar to be a successful port. An industrial state is 

developed by the government of Balochistan for the provision of industrial 

plots in the Gwadar city. It is expected that this industrial state will attract 

a lot of domestic and foreign industrial investments on the basis of the 

provision of  opportunities by the construction of a  deep-sea port and  

major highways linking Gwadar with  not only the major cities within 

Pakistan but with Iran and Central Asian states also.  The industrial state is 

located on Makran Coastal highway, almost 40Km from Gwadar. It will 

be composed of over 3000 acres on the south of Makran coastal highway. 

Town Planning on 1000 acres of land has been completed. Industrial plots 

have an area of 1, 2 and 5 acres that can be allotted individually or in 

combination. 

In addition export processing zone authority has also initiated project for 

development of an export processing zone in Gwadar. Land of 1000 acres 

has already been allocated for the project at Karwat area. 
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Annexure 4: Questionnaire for PhD Thesis  

Chinese Trade Through Gwadar Port: Benefits to Pakistan 

Name: --------------------------------------------------------------------------------------------------   

Designation: --------------------------------------------------------------------------------------------  

Department: -------------------------------------------------------------------------------------------- 

Address: ------------------------------------------------------------------------------------------------  

Part   1 

1.  Why would businessmen prefer to use Gwadar port instead of other ports of 

Pakistan?    Because:  

1. It is free economic zone  

2. Karachi and Bin Qasim ports are already over loaded  

3. Of its geographic location.  

4. Any other   

2. How can Gwadar Port be competitive with other ports in the Indian Ocean 

region? It is going to be competitive on the basis of: 

1. Its geo-political importance  

2. Its economic potentials  

3. The governmental policies formulated for its development  

4. Any other………………………………………………….. 

3. What is the most important factor that is hindering Gwadar port from becoming 

operational?  

1.  The political instability  in Baluchistan  
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2. The political instability in the country  

3. The political instability in the region of Central and south Asia 

4. Any other………………………………………………….. 

4. Who are the potential investors at Gwadar port?  

1. Domestic investors  

2. Foreign private investors / Foreign Governments 

3. Multinational companies 

4. Any other …………………………………………………….. 

5. The second phase of Gwadar port will be completed with the help of investors; 

will the investors be available for the completion of Gwadar port?  

Yes       No  

Why-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------

--------------------------------------------------------------- 

6. What policies should be adopted by Pakistan to attract investors?  

1. Pakistan should provide special incentives to the investors  

2. Pakistan should make special arrangements for the security in the area 

 3. Pakistan should adopt the policy of 100 percent foreign ownership of 

industries and services, including land. 

 4. Any other ………………………………………………………………….. 
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Part 2 

7. What are the China’s interests in Gwadar port?  

1. Through Gwadar port China wants to enter in the Indian Ocean to 

counter the USA navy  

2. To find shortest routes for import/export 

3. To use it to enhance the economy of its western region, Xinjiang in 

particular 

4. Any other 

 ……………………………………………………………… 

   

8. Will long-standing political tensions and new competition for scarce 

resources, especially for energy in the region of Indian Ocean, create 

regional instability?  

    Yes       No  

Why--------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

----------------------- 

9. Is the unipolar world stable?  

Yes       No 

why -------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

--------------- 
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10. What are the United States interests in the area of Gwadar and why?  

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------  

Any other thing, which you want to discuss in this context:  

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

----------------------  

11. Gwadar port is a threat to India.  Because: 

1. India wants to approach CARS through Iranian port Chabahar 

2. India does not want Chinese entrance in the Indian ocean through 

Gwadar port 

3. Economically stable Pakistan is a threat to India and Gwadar can 

boost the economy of Pakistan 

4. Any other……………………………………………………………. 

12. What will be the response of Iran to fully operational Gwadar port? 

1. Will Iran take advantage of it to minimize its isolation from the 

world 

2. Will Iran consider it as a rival to port of Chabahar 

3. It will have no effect on Iran 

4. Any other……………………………………………………………. 
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13 To offer itself as Trade and Energy Corridor, Pakistan is  making 

efforts to link Gwadar port with Central Asia, Afghanistan, and China’s 

western province of Xinjiang, through the Karakoram Highway .On 

realization, what will be its effects: 

5. Would it succeed in creating a web of regional interdependencies? 

6. Would it impact on the resolution of conflicts in the region? 

7. Would it give birth to regional conflicts? 

8. Any 

other…………………………………………………………………

……… 

Part 3 

13. How should the port be run?  

1. Through Gwadar Port Development Authority  

2. Through Singapore Port Authority( to which it has already being 

handed over)  

3. Through joint venture of Gwadr Port Development Authority and GOP  

4. Any other 

14. Which facility is most significantly needed at Gwadar Port?  

1. Infrastructure development at port  

2. Connecting Gwadar port with other cities of Pakistan and with 

neighboring  countries through roads, railways etc  

3. Offering special incentives for the traders  

4. Any other  
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15. Which domestic industries are to be attracted to create a value addition for 

the port and to boost economic development of Pakistan? 

1. Textile industry  

2. Food processing industry  

3. Oil refining industry  

4. Any other……………………………………………………………….. 

16. What are the trends that can affect the most the development of Gwadar 

port in future? 

1. High involvement of USA in the internal affairs of Pakistan 

2. The expansion and modernization of the existing ports in the region 

3. Pakistan’s participation in Global War on Terrorism 

4. Any other 
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17. What do you conclude? Can Gwadar port trigger Pakistan’s economy? 

Please elaborate. 

--------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

------------------------------------------------------------------------------ 

 

 

  Thank you very much for your valuable time and co-operation 
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