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On the Asian Century, Pax Sinica & Beyond

Towards a Leviathan?

The Establishment of a new Authority for
the CPEC

Dr Siegfried O. Wolf

In the shadow of the latest plenary session of the Financial Action

Task Force (FATF), the current government of Prime Minister (PM)
Imran Khan pushed the promulgation of two ordinances: ‘The CPEC
Authority Ordinance, 2019’ and ‘The Tax Laws (Amendment)
Ordinance, 2019° (PT, 2019, October 8). Distracted by the FATF
process (Pakistan once more managed not to become blacklisted by the
global watchdog for terror financing), most international observers —
especially western observers — failed to notice this political
manoeuvre. Yet these two new ordinances have far reaching
consequences, not only for the country’s economic development but
also for its political trajectories.

To begin with, one should have a closer look at these two regulations:

‘The Tax Laws (Amendment) Ordinance, 2019’ intends to tax
concessions to the Gwadar port and its free zone (PT, 2019, October 8).
More concretely, this law implements a 23-year tax holiday for the
Chinese Overseas Port Holding Company operating the Gwadar port,
as well as benefits other Chinese companies conducting business (or
planning to do so) in the city. In other words, the Pakistani authorities
are renouncing — or donating — much tax revenue from the Gwadar port
itself and other related potential sources of income (such as the Airport

and Special Economic Zone/SEZ).

The ‘CPEC Authority Ordinance, 2019’ aims at the establishment of
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the ‘China-Pakistan Economic Corridor Authority (CPECA)’. This new apex institution for the CPEC
will be entrusted with not only far reaching autonomy but also vast financial and administrative
powers (Nakhoda, October 14).

Both the CPECA and the tax concessions related to the Gwadar port were approved by the National
Development Council (NDC), a new body formed in June entrusted with the tasks of setting policies
and strategies for development and ‘formulate and tailor policies to achieve accelerated economic
growth’ (PT, 2019, June 18). Furthermore, the NDC is supposedly responsible for approving long-
term planning in relation to national and regional connectivity (PT, 2019, June 18). It is interesting
to note that, by including the Chief of the Army Staff/COAS (Tahir, 2019, June 21), the NDC became
in fact yet another civilian-military hybrid institution - giving the armed forces another level-playing

field in influencing crucial decision-making in Pakistan.

The demand for the establishment of a central CPEC institution with full authority over all corridor
projects within Pakistan is not new — it is certainly not an idea created by PM Imran Khan and his
administration (Wolf, 2019, p. 209). For a couple of years now an increasing number of reports have
revealed that the civilian institutions responsible for the CPEC’s implementation are understaffed and
overwhelmed, facing manifold difficulties such as lack of experience and subsequent ineffective
project management (Rafig, 2017, p. 50; 2018, May 4; Aamir, 2019, October 13), which in turn leads
to delays and other hurdles in realising projects. In fact, the demand to create a new ‘CPEC authority’
is strongly advocated by the military and related circles. Lieutenant General (R) Naeem Khalid Lodhi
proposed the creation of a ‘powerful and competent coordination body for overseeing the project and
underscored the need to protect Pakistan’s interests in the project while keeping it safe from external
threats’ (ET, 2017, May 2). A new ‘CPEC authority’ would serve several functions, particularly
consensus-building between the federal government and provinces, inter-agency coordination,
capacity building, and project facilitation (Rafig, 2017, p. 50; 2018, May 4). In this context, it is of
utmost importance to stress that the then civilian administration of PM Nawaz Sharif clearly rejected
such proposals. One of the major reasons for that attitude was that civilians identified the
establishment of a central CPEC body as an additional venue for the military to gain increased

leverage within and control over CPEC-related decision-making.

It seems that under PM Khan the approach regarding the notion of establishing an apex body for the

CPEC changed fundamentally in favour of military interests. Besides this, the question turns up - why
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now? It appears that the aim of the current government is not only to appease the military but also to
reduce Chinese unease over the low pace of the CPEC’s implementation and other unfortunate trends.
These were definitely two determining factors in the decision to set up the ‘CPEC Authority’. As
such, it does not come by surprise that the decision on the CPECA was pushed through on the eve of
Imran Khan’s visit to Beijing (Ghazali, 2019, October 11). It is also no surprise that PM Khan was
accompanied by the COAS during his visit to China.

However, it is hoped that the CPECA will remove major bottlenecks in the implementation of the
corridor between China and Pakistan as well as boost the country’s capacity to gain more benefits
from this development scheme, like encompassing an increase in overall exports, reduction of trade
deficit with China, and improving the competitivity of domestic companies. The CPEC
implementation is entering its crucial second phase, broadening the range of development projects
from infrastructure (focusing on the build-up of road networks and energy generating capacities)
towards measures aiming at the promotion of the country’s overall industrialisation and
modernisation —aims which ultimately determine the core goals of each economic corridor initiatives.
As such, the establishment of an overall authority for such a large-scale development scheme like the
CPEC is promising much benefits considering the numerous individual projects and stakeholders
involved. After observing the first phase of the CPEC implementation, the improvement of
coordination, communication, and efficiency doubtlessly appears as an extraordinarily urgent matter.
But the ways in which the CPECA is being set up reflect once more the unwillingness and/or inability
by Pakistan’s leadership to realise the essential urgency of carrying out fundamental reforms. Instead
it seems that the country’s establishment remains trapped in old patterns of decision-making, never
distancing themselves from partisan interests in order to promote Pakistan’s macro-economic and
social development as well as the well-being of the citizenry. Against this backdrop, the following

statements can be made regarding the establishment of the CPECA:

Firstly, according to critics, the two new ordinances are making the whole CPEC project more
controversial and will stir further grievances among the domestic opposition which is growing against
this development initiative (Aamir, 2019, October 13). It is reported that the main oppositional parties
are not against the idea of an overall coordinating institution for the CPEC a priori. Yet they reject
the government’s decision to establish the CPECA through a presidential ordinance - bypassing both
the National Assembly and the Senate. This is perceived by the parliamentary opposition as ‘backdoor

legislation” and as such an ‘illegal move’ and a ‘violation of parliament” (Wasim, 2019, September
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10). The fact that the current government is doubtlessly aware about the critical view by some
legislators and senators (Aamir, 2019, October 13) — and taking into account that it ‘lacks numerical
strength in Senate’ (INP, 2019, October 11) — makes the issue politically charged. In sum, the way

PM Imran Khan is establishing the CPECA can be described as a truncation of democratic processes.

Secondly, due this ‘side-stepping of the parliament’ (a term used by former federal minister Ahsan
Igbal [Aamir, 2019, October 13]) one must state that the new authority will drag the CPEC even
deeper into the already existing ‘legal limbo’. More concretely, since the most essential part of the
CPEC is partly constructed on disputed territory (namely the area of Gilgit-Baltistan which
constitutes the only land connection between Pakistan and China), the corridor stands on a legally
weak ground to say the least. A central institution created by presidential ordinance and not through
a decision by the parliament makes the legal and constitutional status of its ‘authority’ shaky.
According to experts, the breeding fault line is that "The CPEC Authority Ordinance, 2019’ needs to
be either ratified by the parliament or extended by the President before the lapse of 120 days. Of
course, there is the option of extending the ordinance a number of times but this would further

undermine trust in civilian institutions (Wasim, 2019, September 10).

Thirdly, being established in Islamabad, the CPECA will lead to a further centralisation of decision-
making in Pakistan. Only the PM (and its government) appoints CPECA members as well as the
employees and officers working on the individual projects. Furthermore, the CPECA is not only in
control of political and strategic decision making but also of finance (f. ex. possessing its own CPEC
fund empowered with budget allocations) of the corridor (NNI, 2019, October 8). Moreover, since
the mandate of the CPECA is nationwide (including areas under Pakistan’s administration), it will
override the (already meagre) authority by provincial governments (Aamir, 2019, October 13) and
lead to further side-lining of the regional and local stakeholders. Against this backdrop, Baloch
Senator Kabir contends that the formation of the CPEC authority is an attempt by Islamabad to snatch
power and control over resources from the provinces (Aamir, 2019, October 13).

Fourthly, instead of improving transparency and accountability, one should expect the opposite. The
fact that the CPEC authority leadership will enjoy ‘complete immunity’ and subsequently ‘no case
can be filed against them’ (Shahbaz, 2019, October 7) is worrisome. Also, the CPECA being only
responsible to report directly to the PM - and there being no mechanism in place to ensure any kind
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of parliamentary oversight - makes the whole institution highly questionable. Moreover, the CPECA
has the strong potential to function as a surveillance instrument. The new authority will be provided
with sole and full control over the flow of all information as well as communicate information
regarding CPEC projects. In consequence, the CPECA is legally entitled to undermine all CPEC

critics and able to block all ‘external’ (non-partisan/third party) monitoring and evaluation.

Fifthly, as indicated above, it becomes obvious that the CPECA will give the military more leverage
and control in CPEC decision-making. Considering that the new body was initially initiated by the
military-influenced NDC, and considering the ‘special relationship’ between the army’s top brass and
both the current PM and President, we must expect that the country’s armed forces will ensure their
interests via the Authority’. This phenomenon is best expressed by the words of the Pakistan People’s
Party’s (PPP) Secretary General Farhullah Babar stating that it appears the government wants to ‘hand
over the CPEC project to the military’ (Wasim, 2019, September 10).

Finally, it does not come by surprise that the new institution will most-likely add to the already
existing transparency gap. It will also offer manifold opportunities for state-capture to Pakistan’s
establishment, especially now for the military top brass, due to its centralised and exclusive nature.
The fact that the CPECA stands free from any parliamentary oversight is not only a further weakening
of the fragile civilian institutions but also makes sure that the CPEC decision-makers will be not held
accountable for failures and aberrations. In consequence, witnessing the emergence of an omnipotent

Leviathan for the CPEC, one needs to ask - “Who will guard the guardians’?
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