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Abstract

Central Asia has become the center of attention for the world
due to its vast reserves of oil and gas. The region is composed of
small landlocked economies having no access to sea for trade.
The Central Asia Regional Economic Cooperation (CAREC) is
trying to integrate the  Central  Asian countries  into  the  global
trading system. Central Asian countries will be able to export
their  energy  resources,  cotton,  and  other  minerals  to  the
international market only if they have economical access to sea
ports. The ports of Chabahar of Iran and Gwadar of Pakistan are
planned  with  this  purpose.  Pakistan  hopes  that  Gwadar  port
would be more successful 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 there whether Central Asian states opt for Gwadar or
Chahbahar.  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  are
shorter. There  are  both  co-operative  and  competitive
relationships between Pakistan and Iran. They have co-operative
relationships on issues of boarder security and trade while often
diverging  on  foreign  policy. The  paper  argues  that  the  two
countries - Iran and Pakistan-may end up in co-operation instead
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of competition with each other for the trade of Central Asian
states. 
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Introduction
Central Asia (Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan

and Uzbekistan) is very rich in high- priced commodities like oil, gas,
cotton and gold. Proven natural gas reserves are estimated at more than
236 trillion cubic feet.  The region's  total oil  reserves may well  reach
more than 60 billion barrels of oil. Some estimates are as high as 200
billion barrels (UNCOL statement 1998). It can be seen that the growth
led by oil and gas sector has encouraged the development of services
and manufacturing sectors in Central Asian states. Central Asian States
have to find the way to export their high priced resources to the regions
where their demand is high to enhance their economies.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 low costs, reduce the risks of
protectionist  measures  by  trading  partners,  create  new  trade,  and
improve social welfare.” The ports of Chabahar of Iran and Gwadar of
Pakistan  are  the  options  available  to  CARs  for  this  purpose.  The
competitive  advantages  of Gwadar  port are that  it  is  a deep  sea port
and can utilize full advantage of the economies of scale, USA’s support
for this port because of sanctions on Iran, China’s heavy investment and
support  and  regional  demand  to  diversify  SLOCS.  Chahbahar’s
competitive advantages include   Iran’s good relationswith Central Asian
States  and  Afghanistan, road connections  with  CARs  and  Indian
financial  and  technical  support.  Which  port  is  suitable  for  CARs  to
approach world’s market is a question under discussion. 

Gwadar Port
On 10th August  2001 Pakistan and China signed an agreement

for the construction  of Gwadar  port.  According  to  this  agreement  to
construct the first phase of Gawadar port China would provide US$198
million  and  the  government  of  Pakistan  US$50  million  (Kashif  M
Qureshi,  2009).  Though the  first  phase  of the port  was  completed
in March 2005, but Pakistan’s President, General Pervez Musharraf and
the  Chinese  Communications  Minister,  Li  Shasheng formally
inaugurated it  on 20th March 2007(Aysha Siddiqa Agha,  2002).  This
port  is  14.5 meters  deep and has  five  kilometer  long channel.  It  has
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currently 200 meters wide three multipurpose berths. At present the port
can handle up to 50,000 deadweight tons bulk carriers. Pakistan realized
the need of an alternate port in 1971- right after the blockade of Karachi
port  by India-  at  a safe  distance from Karachi  port  to  stop any such
blockade  in  future.  Unfortunately  Pakistan  took twenty  five  years  in
implementing this idea of new port along the Makran coast due to 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 instable political situation in the Gulf and the Middle
East region  (having  60%  of  oil  of  the  world)  attracting  the
considerations  of  International  Financial  Institutions(Alok  Bansal,
2008).  The  Ports  Master  Plan  Studies  of  Asian  Development  Bank
considered  Gwadar  as an  alternate  to  the  ports  of  gulf  for
capturing the trans-shipment trade of the region and transit trade of the
Central  Asian  States  (Board  of  Investment,  Government  of  Pakistan,
2009).  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 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. Through the Indus Highway this network of
roads  will  finally  be  connected  with  China.   China,  Pakistan,
Kazakhistan,  Uzbakistan  and  Kyrgizstan  are  committed  under  an
agreement  to develop extensive  railroad  links  from  Central  Asia  to
Chinese province of Xinjiang and then to Arabian Sea through Gwadar
port(Fazzle-Rehman,2008). On  completion  this  network  of  roads  will
not only move products from China to the countries of the Middle East,
Persian Gulf, East Africa and the Indian Ocean through Gwadar, but will
also  be  economical  route  for  CARs  for  trade  and  economic
integration with world market.  Islamabad always dreamt to attract the
Central Asian trade by providing sea access to these land locked states
and take full advantage of its strategically and economically important
geographical  location.  In developing Gwadar port  this  dream remains
the driving force. Pakistan can gain a strong trade partner position with
the countries of the region by constructing road linkages from Gwadar to
Afghanistan  and  other  regional  countries.  It  will  enable  Pakistan  to
produce a spiral of peace, economic activity and prosperity throughout
the region that will overcome the political and trade tensions festering
for decades.  Pakistan can gain in  this way the most. But  to  take full
advantage  of  this  strategic  value  Pakistan  has  to  hurry  as  port  of
Chahbahar  of  Iran  may  take  lead  over  Gwadar  port  because  of  the
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developed  infrastructure  connecting  it  not  within  Iran  but  with
Afghanistan and Central Asia too.

Port of Chahbahar
The port of Chahbahar, Just 72 kilometers away from Gwadar

port will be in direct competition with Gwadar port for transit trade and
transshipment. On the south east part of Iran chahbahar free economic
zone  is  located  occupying  14,000  hectares  of  land,  connected  with
Afghanistan  Cars  ,  Pakistan  and  Indian  Ocean  through  road
networks( Christian  Bleuer,2007).  Iran  was  planning  to  develop
infrastructure  of  transport  system on its  east  since  1984 and  port  of
Chahbahar 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 bypass Pakistan. A rail road to Afghanistan is
also planned from port  of  Chahbahar.  India  is  providing engineering
assistance too along with the financial assistance to all these projects.
Iran  wants  to  use  the  port  Bandar  Abbas  for  trade  with  Russia  and
Europe  and  port  of  Chahbahar for  trade  with  Cars  and  Afghanistan.
Iran is  on good economic,  cultural  and  political  relationships  with
Central  Asian  States  and  Afghanistan. Iran  is  financing  transport
projects including Anob tunnel in  Tajikistan already (Pakistan Defense
Forum, 2007). 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  (Pakistan defense  foram,
2007). 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 (ports
and shipping organization). Iran is aggressively building market share in
Afghanistan’s  export  with  up  to  90% discount  for  Afghan  exporters
(Arthur D little,  2006).  Under an agreement  Afghan businessmen are
allowed to use the Iranian seaport of Chahbaharfor trade.  The historic
deal signed on 19 June 2008, between Iran and Afghanistan is sufficient
to  weak  Afghanistan’s  dependence  on  Pakistan  as  a  transit  route  for
trade.  According  to  Mohammad  Qurban  Haqjo,  the  head  of
Afghanistan’s Chamber of Industry and Commerce, this deal will boost
trade of the country and will create a lot of business opportunities for the
private sector of Afghanistan (The News, 2008).

Comparison of the two ports 
The locations of Gwadar and Chahbahar  are the best for trade

due  to  their  proximity  to  the  Gulf  region. The  only  drawback  of
Chahbahar  port  as compare to Gwadar port  is  its   insufficient  drafts
(less  than  14m)  inadequate  equipment(like   super  post/post  panamax
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gantries) to handle the larger vessels. Pakistan has clear plans to address
these  difficulties for  Gwadar  port,  giving it an  edge  over  the
Chahbahar port. Chahbahar is planning only for 15m drafts. Gwadar and
Chahbahar will need to build up critical volume of Expot-Import cargo
from scratch and have flexibility tariff schemes to attract larger trade
from central Asia.

Table:  Competitive  position  of  Gwadar  port  for  transshipment  by
different factors 

Factors Weight Gwadar Chahbahar
Location 30% 3.5 3.5
Infrastructure 30% 3(+/-1) 2(+/-1)
Synergy with Ex/Im 15% 1 1
Productivity 15% 3.5(+/-0.5) 3.5(+/-0.5)
Cost 10% 4(+/-1) 4(+/-1)
Weighed scores 3.03(+/-0.47) 2.73(+/-0.47)

Score: 1=poor, 5= best
Source: Aurthur D little analysis( Gwadar Master Plan 2006)
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). 
 d. Productivity (15% weightage). Container’s movement /hour, Container through put. 
e. Container-related costs (10% weightage). Container handling and storage fee 
structure. 

To develop  trade  and transport  links  with  CARs  both  of  the
countries  are  developing  strategies,  Gwadar  in  Pakistan
and Chahbahar in  Iran  are  the  two  main  parts  of  these  strategies.
Spreading out  from these ports  are existing or planned transportation
infrastructure that leads into their respective country’s economic center
and  importantly  for  Central  Asia,  northwards.  The  ports  are  in  full
progress towards fully operable and are going to offer a lot of economic
opportunities to companies and governments of the region for business.
However, both of the ports are facing serious political, economic and
logistical  problems.  One  of  these  ports,  or  indeed  both,  will  likely
become important links to world markets for CARs. Iran and Pakistan
remained in good relations with each other throughout the history. 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.
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This situation is forcing Pakistan to establish good relations with Iran.
Enhancement of mutual co-operation in various fields of life is a must
for both of countries. Pakistan is opening a new road connection with
Iran through Makran Coastal Highway 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 will give facility to 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.  Iran  has
promised to supply 100 megawatt electricity free of cost to Gwadar Port
in Pakistan ( Bakhtawar Mian, 2009). This shows that Iran will try to
take full advantage of Gwadar port to minimize its isolation from the
world. 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(  Fars  News  agency,2008).  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. In
May  2009  Iran  and  Pakistan  signed  a  US$7.5  billion  agreement  in
Tehran  to  finalize  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(Fazl-e-  Haider,  2010)  India  was  not  a  partner  and  still  is
indecisive about joining the project( Out Look India, 2009). The pipe
line deal will greatly affect the energy geopolitics of 21stcentury. 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  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. 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
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ability of providing the same amount of gas to India (Gal Lutf, 2009). 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. 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  Pakistan’s  KKH(  Middle  East
Logistics ,2006) 

Conclusion 
Central Asia has become the center of attraction because of its

vast  reserves  of oil  and  gas.  The land  locked  countries of  central
Asia need  easy and economical  access  to  Arabian  Sea  to  export  its
energy resources  and provide base to  its  economic development. The
Central  Asian  states  can  take  benefits  from  both  of  the  ports  to
diversifying their trade routes. To conclude on competition, it will not be
a “winner take all” outcome but a matter of percentage. One can earn a
little  more  than  other. Both  of  the  countries,  Iran and  Pakistan  are
emphasizing on the development of road connectivity with CARS and
beyond to take full advantage of their ports. Iran and Pakistan can take
full benefits of the situation if they keep competition on a side and co-
operate with each other in purely economic terms. 
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