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For my Indian friends, who did so much to make my time
among them in India a very exciting and happy one.
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Preface

Why this book now and by this author?

Both Indian foreign policy and the wider backdrop of international rela-
tions in the new century are interesting topics. However, there are more
personal answers as well, sketched below.

I came to India in 2006, having travelled in the country, exploring it as
much as I could over the years, ever since my youth. My mother unreservedly
adored India and everything to do with it. As a boy, I lived for many years in
Iran, a country much influenced by several Indian civilizations, particularly
after the advent of Islam in both countries. I am deeply grateful to my late
parents for offering me the opportunity to discover some of the world beyond
Canada in their company when I was a child. I was to return to Iran in my late
teens, and again as a university student, and then to travel beyond it to
Afghanistan, Pakistan, and India, with friends. We visited Kashmir on both
the Pakistani and Indian sides of the line of control, finding each region and
its inhabitants enchanting, in spite of the violence to which the Kashmir
Valley was prone even in 1975. I have visited no place outside Iran closer in
atmosphere, style, and inclination to Persian manners, customs, and outlook
than the Kashmir valley, and I loved it on contact, as I still do.

But such a predisposition towards India alone would not have led to this
book, particularly by a foreign policy practitioner and occasional scholar
having specialized mainly in the multilateral sphere, notably in the study of
decision-making in the UN Security Council.

India has played an important role in UN affairs over the years, not least
through its shared leadership of the Non-Aligned Movement and its admirable
participation in UN peacekeeping. More recently, India, along with several
others, has laid claim to a permanent seat on the UN Security Council, about
which I had written during the years 2000-6. India has a distinct profile in
public international law, my academic field of adoption, one of restrained
enthusiasm for legal entanglements enshrined in treaties, but also of respect
for those treaties that it does ratify. Thus, its practice of diplomacy was not
in all respects terra incognita for me. 1 had worked alongside many skilled
and congenial Indian practitioners of the craft, from whom I had learned a
good deal.
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Perhaps unsurprisingly, much in India reminded me of the United States, a
country on whose foreign policy I had often written: the scale, optimism,
openness, entrepreneurship, self absorption, and occasional hubris on display
were tremendously reminiscent of those of Americans.

But the genesis of my sustained attention to Indian foreign policy was a
happy stroke of luck. In early 2006, having returned to the Canadian govern-
ment after a number of years away directing the International Peace Academy,
a non-profit research and policy development institution in New York, I was
overseeing Canada’s economic and multilateral diplomacy within the Minis-
try of Foreign Affairs and International Trade when the head of the Foreign
Service unexpectedly asked me where I would choose to serve, if I could be
assigned anywhere as head of a Canadian diplomatic mission. This did not
require any thought: Delhi, I responded instantly. And so, to my delight, some
months later, I was appointed my country’s envoy to India. I was also fortu-
nate to be accredited as non-resident ambassador to Nepal and Bhutan, two
very different but equally compelling smaller neighbours of India, through
whose eyes I came to appreciate some of India’s regional diplomacy for good
and ill.

Knowing parts of India and having already some Indian friends, I threw
myself into the assignment with as much energy as I could muster, enjoying
every day of my life there tremendously. Much of my assignment was devoted
to the usual diplomatic tasks: learning about Indian domestic politics, its
economic policies and performance, its history, culture, and much else, in
order to be able to interpret the country for my own government, and advo-
cating in India for my country’s interests and policies. I was also engaged in
formal and informal representations of various sorts, in Delhi and throughout
this vast and diverse country. The priority file for Canada, as for most other
countries in India, was the promotion of our economic interests there, which,
while still modest, were growing fast (although not as quickly as was Indian
investment in Canada). I travelled prodigiously in all three of my countries of
accreditation — as much as time, health, companions, and hosts would allow.
And everywhere, [ encountered warm hospitality and much of local interest.

Being a slow reader, it took me some time to survey the field of writing on
Indian foreign policy. Among the earlier books, I recalled one by a distant
predecessor of mine in Delhi, Escott Reid, titled Envoy to Nehru.! Although
written many years after his departure in 1957 from Delhi, it featured great
immediacy, sharp judgements on many Indian personalities and events of
that period (borne out by time) and a sense of how personal the formulation of
Indian foreign policy then was to Nehru, abetted only by a very few associates.
In those days, the small coterie of foreign envoys in Delhi enjoyed access to
the highest circles of Indian decision-making when their personal qualities or
the importance of their countries commended them, and of this privilege,
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Reid, no shrinking violet, took full advantage. I was happy to find his book
often cited in the Indian literature of the country’s foreign policy.

Since Reid’s time, the practice of diplomacy has evolved. While the number
and size of diplomatic missions has expanded considerably, the personal
importance of ambassadors has withered somewhat as leaders and ministers
personally engage with each other more often, through bilateral visits,
regional meetings, summitry, and also, of course, the telephone. This is no-
where more true than in Delhi, which today hosts well over 150 diplomatic
and multilateral missions. In truth, as the number of embassies worldwide has
risen, and the saliency of diplomats to resolution of the key issues of the day
has, in the main, waned, so have the relevance, acuity, drive, and personal
engagement of many practitioners.

The heads of diplomatic missions routinely involved in goings-on in Delhi
are exactly the ones a reader might expect: those of immediate neighbours
such as Sri Lanka, Pakistan, and Bhutan; of the great powers; of some countries
of regional significance; and also those rare individuals with the force of
character and mind—or a sufficiently interesting and charming spouse—to
make themselves (if not their country) matter in India. Such was my Chilean
colleague, Jorge Heine, a renowned scholar, a former Minister in his country,
and an active and admired participant in Delhi’s think-tank world, who still
contributes extensively to scholarship and commentary in India, notably in
the pages of The Hindu.”

Thus, the practice of diplomacy by its professionals has probably evolved
more since Reid’s day than in the two preceding centuries, and likely not for
the better.

Happily for me, several of my books, obscure tomes on recondite aspects of
multilateral diplomacy, had been published (and mostly forgotten) in India. Just
as I arrived in 2006, one such book, dealing with the UN Security Council’s
involvement in Iraq since the outset of the Iran-Iraq war of 1980, came out in
Delhi. The local book launch, associated reviews, and the related kindnesses of a
number of Dilliwallahs drew me away from diplomatic routine and into the life of
the mind in Delhi: there is no capital where it is more active or prized excepting
Washington, London, and Paris and it is on a par with each of these. And the
worlds of reading, writing, debate, and the arts turned out, to a much greater
extent than in any other capital I have known, actively to involve many of the
country’s leading political figures and some of its top business executives. In what
other capital would a rapidly rising government Minister take the trouble to pen
and deliver a remarkable lecture on a subject as abstruse as the history of India’s
relations with Canada—as did Jairam Ramesh, then Minister of State for Com-
merce and Industry (as well as Power), at Delhi University in 200723

It was this experience of intense policy debate during my assignment in
India that emboldened me on the path towards this book. An added incentive
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to accelerate the work was the difficult decision I took in the summer of 2008
to leave prematurely my diplomatic assignment in a country I had found
tremendously congenial and engrossing for a very different position—the
one [ now hold and also love, as President of Canada'’s International Develop-
ment Research Centre.

Thus, the pleasure that I have derived from further exploring on the one
hand the impulses, including the historical ones, behind Indian foreign policy
and on the other the conduct of its international relations, served to bind me
after my departure from India to my Indian friends and colleagues and to
console me over my departure from a country I missed very much. (I have
made every effort, however, to address my topic unsentimentally.)

Happily, my intuition that the writing of this book would reinforce my ties
to India has proved well founded. Indeed, the reserve with which foreign
envoys are often treated, and the generous courtesies afforded to them—
which can easily be distancing—vanished as soon as I was no longer occupy-
ing an official role there, and everyone felt free to engage on my project. Thus,
since 2008, I have been discovering aspects of India new to me, and redis-
covering other dimensions of it in more relaxed and productive dialogue with
Indian colleagues, friends, acquaintances, and those I had admired from a
distance while en poste in India.

Regular contact with strong and curious students is a wonderful way of
having one’s certainties challenged. Wherever I had gone in recent years,
I had either been associated with or taught at local universities, as I did in
New York at Columbia University’s School of International and Public Affairs
while serving as an ambassador at the United Nations. And, naively, I had
hoped to do likewise in Delhi. Reaching that great city, I thought of India’s
leading graduate teaching and research institution, Jawaharlal Nehru Univer-
sity (JNU). But I was rebuffed, very politely. The relevant Dean there explained
to me that several faculty members feared my ‘bias’, perhaps being comfort-
able only with their own. Another foreign scholar had spent some time
teaching there a few years earlier and his turn of mind had unsettled some
in the school. The reserve of JNU may also have related to my status as a
foreign diplomat, and, on that score, I am sympathetic, as customs vary from
country to country on how foreign envoys should be received.

Disappointed but undeterred, I set about having as much contact with
Indian students as I could through casual lectures and seminars in Delhi and
as I travelled around the country. I am tremendously grateful to friends at JNU
and elsewhere for making those possible. Several of the Vice-Chancellors of
Indian universities, including one of its great foreign policy scholars, Amitabh
Mattoo, and one of its great international economists, Deepak Nayyar, were
also kind enough to take me under their wing and to encourage my active
engagement with students and faculty members. At Delhi University, Vice
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Chancellor Deepak Pental and the Director of the University’s South Campus,
Dinesh Singh, were ever welcoming. India, whose universities have suffered a
great deal of neglect in recent decades, while the Indian government focused
its attention and allocated its resources elsewhere, has nevertheless produced
many great scholars. To those who have helped me in so many ways, I am
deeply grateful.

Beyond Delhi’s think-tanks, universities, the India International Centre,
and the non-stop Indian and international conclaves that crowd each other
during the city’s cooler months, I was fortunate to participate in, contribute
to, and learn much from conferences organized by the Indian Law Institute
and the Indian Society of International Law. The very active exchange
between the Indian and Canadian Supreme Courts, with annual participation
of both Chief Justices, allowed me to deepen my acquaintanceship with the
Indian judiciary. Serving and retired Indian Supreme Court and High Court
justices, as well as many of the leading advocates before the Supreme Court,
are a remarkable group, none more so than Fali S. Nariman, president of the
Bar Association of India, and in many ways the conscience of India’s legal
community. One of its Vice-Presidents, Soli Sorabjee, is also a particularly
brilliant and frequent intervener in public debate and in landmark cases,
and from him I equally learned a great deal. Of the many judges I was
fortunate to know, Justice Madan Lokur, of the Delhi High Court, stood out
for his generous interest in, and acute knowledge of, the links between Indian
and non-Indian justice in all its forms.* The admirable retired High Court
judge Leila Seth also provided much encouragement. Above all, I am person-
ally indebted to Manoj Kumar Sinha, then Director of the Indian Society of
International Law, and now a professor of human rights and refugee law at the
National University of Juridical Sciences in Kolkata.

Amartya Sen was kind enough to allow me to trail around behind him in
Delhi for a couple of days shortly after my arrival in India. They were perhaps
the two richest days of my life in India as I was introduced to so many layers of
policy-makers, writers, and activists, and was able to listen in to debates
otherwise beyond my reach. Amartya himself was characteristically generous
of his time to all comers, agreeing to add to his already packed schedule to
accommodate activists keen to capitalize on his presence in town. Much
in India is improvised at the last minute, and I learned from observing him
on the move that the most memorable events often fall into place in this
fashion.

A note on names

Because the colonial and then post-independence capital of New Delhi has
today been engulfed in the wider city of Delhi, spilling out in every direction,
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and having consulted several Indian author friends, whose practice varies,
I have used Delhi to denote both India’s capital and as a metonym for its
government. In referring to historic Calcutta, under the Raj, I have retained
the name then in use; the city’s official English name was changed to Kolkata
in 2001, so any references to contemporary Kolkata conform to the new
Indian practice—similarly for Mumbai (formerly Bombay) and Chennai (earl-
ier Madras). Curiously, the new (non-anglicized) Bengaluru has not caught on
to the same extent and so, like many Indians, I continue to refer to it as
Bangalore.
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Introduction

Over the past sixty-odd years, much has been written on India’s foreign policy
by Indians and on occasion by foreigners. Some of the latter, such as Strobe
Talbott, have documented with great flair and depth certain episodes of India’s
recent international relations." Surveys of Indian foreign policy in the form of
linked and unlinked essays have been committed to the page quite recently,
including that of Rajiv Sikri.” But many Indian books on the topic, even those
rare surveys, tend to assume a level of knowledge of India’s history, its civil-
izations, its neighbourhood, and its politics that non-Indians, even ones
interested in both the country and the topic, do not often possess.®> Hence,
an outside eye to such a subject may be helpful from time to time.

India is a huge, boisterous nation bursting with optimism for its future,
and reaping some early fruits of its profitable engagement with globalization,
while struggling to reduce the severe poverty afflicting hundreds of millions of
its citizens. Like the USA, India is primarily inward-oriented. Goings on within
India, of great local interest and often of some international significance given
India’s growing weight, could readily absorb the sum total of attention that
Indians devote to public affairs. Indeed, K. M. Panikkar, an early practitioner
and historian of Indian diplomacy following independence, argued that
India has, throughout history, had trouble arousing much interest in the
world beyond its borders.* This self-absorption, if his analysis is correct,
arose in part from the Himalayan range that appears to protect India from
the north (although several invaders from the north have accessed India
through Afghanistan) and perhaps, a sense that India sufficed onto itself.®

But today, we witness an India reaching out: its private sector is doing so
aggressively, carving out markets for itself globally, investing widely and
taking over industrial and service icons abroad. Nonetheless, corporate India
faces frustrations within its home country particularly with regard to business
conditions and barriers to effective inward investment, as steel magnate
Lakshmi Mittal (of Arcelor-Mittal) and Ratan Tata, leader of the Tata conglom-
erate, often emphasize with asperity.®
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I was fortunate to be resident in India during the years in which its striking
economic success, albeit displaying sharp inequalities (as was the case with
economic growth elsewhere during these years), increasingly drew the atten-
tion of the world. The joke in foreign policy circles was that India had been
emerging for so long that one despaired of it ever completing the process. But
the rise of major powers is always a progressive business—as is their decline—
accelerated at times by tectonic shifts in relative global power and influence,
of which the economic crisis of 2008-10 may prove to be one.

The size and population of India is now complemented by sufficient eco-
nomic progress as to guarantee it a place at the global high table of influence.
With the elevation of the Group of 20 to the level of leaders in 2008 as the key
assembly of globally significant countries, India was offered an opportunity
to play a major role. Even earlier, it had joined Brazil, China, Mexico, and
South Africa as a ‘dialogue partner’ of the Group of Eight, the forum for
policy discussion among leading industrialized countries. While at the G-8,
India and the other guests playing a subsidiary role found their unequal status
grating, if not insulting. In contrast, at the G-20 they were not only equals, but
clearly mattered more than a number of the Western participants in economic
global discussions. For India, this was particularly so during the sharp global
financial and economic downturn of 2008-9 because the Indian Prime Min-
ister, Manmohan Singh, a distinguished economist, was internationally rec-
ognized as the man who had led India’s major economic reforms initiated in
1991 that sparked its higher growth. At the G-20 table, when Dr Singh spoke,
in his understated manner, all listened.

Thus, it was India’s economic significance that lent weight to the country’s
international profile. Its foreign policy, regional concerns, and geostrategic
views were largely unknown to the rest of the world, as they are to most
Indians, who remain overwhelmingly preoccupied with the struggle for im-
proved conditions within their own country.”

However, as of 2008, its international relations mattered more (at least to
non-Indians). In that year India escaped from the partial international purdah
into which its 1974 nuclear test and to a lesser extent its 1998 tests had
consigned it, thanks to multilateral acceptance of its nuclear cooperation
agreement with the USA. Thus, the timing of this volume, and others by
authors more accomplished than I, in the months ahead, several of them
Indian, might make it somewhat more than normally useful.

Methodology

This volume’s methodology is rooted in a review of the literature, both
academic and more general. It is informed by an awareness of some of the
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scholarly theoretical debates of our time in the discipline of International
Relations and how they have been applied to India, but this volume offers
no theoretical arguments or frameworks of its own. India’s development has
successfully defied so many historical burdens and challenged so many long-
and comfortably held assumptions that theoretical straitjackets are unlikely
to fit this particular case. The volume is both historical and empirical in its
roots and inquiring in its aims. Its conclusions are tentative (as those of any
contemporary chronicler need to be).

Approach to the literature

Much of the Western literature on Indian foreign policy is self-referential:
Westerners citing other Westerners, as if most work of value were written
outside the region and countries involved. It is a habit of mind in the West
that those whose opinions matter are to be found in the leading Western
capitals, universities, and publications. Although there are indeed books,
chapters, and articles of great relevance and acuity touching or centred on
Indian foreign policy authored in the West, the writing most influential in the
formulation of Indian foreign policy and in shaping Indian views thereof is, of
course, Indian. Most of it is available in fluent, elegant, and lively English.
Thus, one of my objectives from the outset has been to draw mainly on Indian
authors and policymakers in the drafting of the chapters that follow. Likewise,
I sought out research assistance principally from brilliant young Indians, and,
of course, was richly rewarded—they not only thought differently from me,
but better, and came to different conclusions, often more interesting ones.
Engaging my topic mainly through Indians, on the page and in person, has
been a tremendous education for me.

The number of Indians writing authoritatively in English on Indian
foreign policy is relatively small (perhaps twenty or so, with valuable occa-
sional contributions from others). These include Indian practitioners (nearly
always retired ones), Indian scholars teaching in Indian and Western institu-
tions, members of several leading Indian think-tanks, and, to a larger extent
than I had anticipated, several Indian editors and scholar-journalists. As well,
Indian historians, economists, legal scholars, and practitioners, and some
leading private sector voices, have a great deal of value to contribute to the
discussion of Indian foreign policy. Many of these are cited in the pages that
follow or included in the bibliography (which I have limited for reasons of
space to core texts and more recent books of which the reader may not yet be
aware). As I was concluding my work on this volume, a tremendous and now
indispensable resource for all those interested in the domestic setting
for India’s international relations was published in the form of the Oxford
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Companion to Politics in India, edited by Niraja Gopal Jayal and Pratap Bhanu
Mehta. It can be warmly recommended to experts and neophytes alike, and
contains excellent chapters on India’s foreign relations and its defence policy
by Kanti Bajpai and Sumit Ganguly respectively.®

To this number of persuasive Indian writers on their own foreign policy
should be added a number of other non-Indian voices that command a degree
of attention within India. But the number is small.’

In the era of internet transmission and instantaneous e-mail communica-
tion, debate among analysts of Indian foreign policy, some of them dotted
around the world, is constant, illuminating, and exciting. They read each
other’s ideas and riff off them frequently.'® With these friends, it was a huge
relief to be able to discard my diplomatic guise.

Of course, the frenzied pace of information exchange and the immediacy
of opinion published the world over today creates a risk that the urgent will
trump the important, and that event-driven analysis will displace identifica-
tion of trends and in-depth ideas developed painstakingly over time. I have
tried to circumnavigate these pitfalls by taking my time, over three years,
before concluding this manuscript. But it is still much influenced by recent
events and doubtless suffers from the myopia of contemporary history.

While many of the ideas and events I cite are drawn from scholarly work,
Indian journalism is so astoundingly prolific and its editorial and commentary
pages sufficiently stimulating, that I have also drawn on them quite often.'*
India offers the reader a dozen or so high-quality dailies in English and others
in the country’s many vernacular languages, some national in ambition and
distribution, others more regional (such as Chandigarh'’s excellent Tribune).
However, as any other, the Indian media also suffers from limitations: it
engages only fitfully with the rest of the world and tends towards analysis
on issues international strictly in terms of India’s perspectives and interests.
Raju Narisetti, founding editor of an exciting new economic and business-
oriented daily in India, Mint, from 2006 to 2008, and earlier Editor of the
Wall Street Journal Europe, today Managing Editor of the Washington Post,
comments:

Much of the coverage, often in editorial pages and columns, is rooted in extreme
navel-gazing and significantly influenced by a small coterie of sources among New
Delhi bureaucrats and suffers from a lack of dispassionate analysis of India’s
influence. Even among the few writers based outside India providing copy to
major Indian media organizations, much of the sourcing is based on officials at
Indian embassies and, in recent years, on Indian trade and advocacy groups. The
notion that to be critical of India’s foreign policy, with a few obvious exceptions, is
to be negative, even downright unpatriotic, is widely shared among correspond-
ents and editors focused on India’s foreign affairs.'?
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Despite this, and the fact that quality, aims, political orientation, and
presentation of each newspaper vary, several tremendously impressive editors
(and perhaps a half-dozen powerful publishers) bestride the profession as a
whole. To read a hard copy of The Hindu, the Indian Express, or the Asian Age in
the days when M. J. Akbar still held sway there, is to marvel at the creativity,
intelligence, and skills that a superb editor can display, as opposed to the more
mundane satisfactions available online when merely organized and presented
by a web-master. Leading Indian newspaper publishers of ambition allied with
editorial flair include Shobhana Bhartia of the Hindustan Times and Aveek
Sarkar of the Kolkata-based Telegraph. Editors of singular achievement include
N. Ram at The Hindu and Shekhar Gupta at the Indian Express, each of whom
displays tremendous substantive range.

For this reason, I have gone on subscribing to hard copies of these
newspapers and several of India’s often very impressive English-language
magazines, notably Frontline, Outlook, and Tehelka, the latter an admirable
insurgency against the complacencies of the urban elites. As well, many
rewards are to be found in India’s iconic and historic Economic and Political
Weekly, to which several of my friends, notably Sanjaya Baru, contribute. But
as its impressive editors make few concessions to the casual reader, serious
engagement with this publication is reserved mainly for those with time and
commitment on their hands. To be distant from India is to miss out on the
frequently excellent television talk-shows focused on public policy, and quite
often on foreign affairs, with such well-informed hosts as Karan Thapar and
Barkha Dutt.

The Relevant Indian actors

This volume draws on the voices of many Indian protagonists, some of them
quoted from the media, others consulted directly. During my tenure in Delhi,
I was fortunate to have access to many of the country’s leading figures in
politics, public service, business, the academic world, media, civil society, and
the arts, and most remained available to me during the years I was developing
this volume. They fall, very broadly, within the following categories.

The politicians

As highlighted in the next few chapters, Indian politics are dominated by
domestic concerns, including internal security. Both houses of the Union
parliament sometimes participate in major debates on international matters,
generally in relation to neighbourhood issues (including often vexed relations
with neighbours such as China and Pakistan). Occasionally, they debate
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issues relating to India’s relations with a great power, as was the case, with high
drama, in 2008 on India-USA nuclear cooperation.'* A number of individual
parliamentarians, several of them cited in these pages, through inclination or
because of current or past professional engagement, are deeply knowledgeable
on the world at large, and India’s web of ties to it.'* But they represent a small
fraction of India’s political class, even more so when state-level politicians
are factored in. Only a limited number fully master English, and thus, inter-
national interaction is difficult for many.

Most Indian Prime Ministers holding office for more than a few months
have stepped on to the world stage, but only the first among them, Jawaharlal
Nehru, really bestrode it.

With India’s role in international relations growing, this may change.
Dr Singh, the current Prime Minister, enjoys significant international credibil-
ity on economic issues, and his determination to see through India-USA
negotiations on nuclear cooperation between 2005 and 2008 caught many a
foreign analyst’s eye. But it is too early to pronounce on a tenure not yet
completed, and some critics wonder whether his attention to international
relations has come at the expense of policy innovation within the country
itself.'> In domestic politics, Dr Singh operates largely in the shadow of the
Congress Party leader, Sonia Gandhi, the widow of former Prime Minister
Rajiv Gandhi, initially derided by her opponents as an Italian-born neophyte
but who has seen them all off with, to date, a sure-footed and consensual style.
Doubtless the most powerful woman in the world today, she focuses resolutely
on the Indian internal sphere, occasionally receiving visiting foreign dignitar-
ies, sometimes travelling abroad, but always signalling that foreign policy is
not her game.'®

For Indian politicians, by and large, as in other great nations, foreign policy
pales relative to domestic political and security concerns.'” Indeed, the his-
torian and political analyst Mahesh Rangarajan notes that security and iden-
tity are the foreign policy issues of greatest resonance in wider Indian politics.
This plays out in different ways with respect to relations with two important
neighbours:

In the case of Pakistan, the key ideas in conflict relate to a state constituted along
religious lines versus another with a plural idea of nationhood. With China, it is
less an issue of identity than one of who will be the premier power in Asia. Rivalries
with each involve pride as much as security.'®

Indian Foreign Service and other officials

Foreign policy professionals in India, like their counterparts abroad, love to
believe that they control the foreign policy game, the intricacies of which only
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they sometimes master completely. In fact, as in most democracies, it is
political leaders who rightly make the key decisions. This is nowhere more
true than in India, where the knowledge and skills of professionals are
a considerable public asset, but where the political class dominates on key
files, as was the case with Nehru sixty years ago and as is today, with Sonia
Gandhi and Manmohan Singh sharing power, the former preoccupied with
domestic politics, the latter more with the realm of policy.

Because India’s domestic economic and social concerns are so urgent and
daunting, only a small number of other Cabinet members (and occasionally
Ministers of State) devote serious time to foreign policy, and generally only do
so because their portfolio requires it. The foreign minister, when a strong
figure, as so often has been the case, is involved in many key decisions, as
are, less frequently, the Defence, Finance, and Commerce ministers.'®

In recent years, the Prime Minister’s Office (PMO) has built up a staff of its
own to formulate and conduct, in partnership with the Ministry of External
Affairs (MEA) but with more power than the latter, India’s foreign policy.
A number of the advisors in the PMO, several of them retired MEA mandarins,
have achieved enviable influence. Others have hailed from the intelligence
agencies or the defence establishment. Neither of India’s most recent two
Prime Ministers (Singh and Vajpayee) came to office with much experience
of foreign policy, although Dr Singh had led a peripatetic and distinguished
life abroad as an economist. But both men took key foreign policy decisions
and were prepared to stake their reputations thereon (regarding the USA and
Pakistan respectively).

The Indian Foreign Service (IFS), a much fabled institution, feared and
respected in equal measure—and loathed by some—is, along with the Indian
Administrative Service (IAS), perhaps the proudest embodiment of India’s
public service, both as an ideal and in performance. However, the MEA is
comparatively small in its number of authorized positions at home and
abroad. Its headquarters staff work punishing hours, not least preparing the
visits of the many foreign dignitaries laying siege to Delhi in ever growing
numbers as India’s importance has expanded. Perhaps because of these pres-
sures and also because even many thoughtful people dislike grand schemes,
India’s foreign policy has tended to be reactive and formulated incrementally,
case-by-case, rather than through high-minded in-depth policy frameworks.

The MEA is one of the world’s few foreign ministries to remain genuinely
powerful within the wider bureaucracy. It is consulted by other ministries and
retains significant blocking power. But due to staffing constraints and the
press of daily business, its capacity to mobilize the rest of the Indian senior
bureaucracy to support its own goals (where these have been articulated) is
limited.
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The quality of the IFS personnel is among the highest in the world, along
with that of the UK and, increasingly, China.?° Indian professionals, like their
Brazilian counterparts, train hard and compete fiercely for entry into their
Foreign Service and must perform spectacularly in order to advance to
the greatest heights (although lingering Indian notions of seniority by
years in service for intermediate promotions baffle many outsiders). US diplo-
macy, often supported by remarkable professionals and political appointees
alike, is sometimes undermined by appointment of otherwise ill-prepared
political campaign contributors, some of whom reflect very little credit on
Washington.?! Russian foreign policy professionals are often breathtakingly
knowledgeable, and equally often amusing in private, but their purpose is
sometimes less clear than their competence. France has been very well served
in India by professionals with a strong sense of French interests and admirable
realism about France’s place in the Asian world view and how to make the
most of it.>* Australians, more narrowly harnessed to the promotion of eco-
nomic interests, are often very effective.”?

Of course, individual personalities vary as much in India as elsewhere.
The outside view of Indian diplomats in vogue thirty years ago as hard-
working, well-informed, and sometimes brilliant but also often sour, superior,
and antagonistic, has given way today to a more cosmopolitan, entertaining,
self-deprecating if still highly intelligent and hard-working cadre that is dis-
placing remnants of the earlier order. The MEA, thus, is a microcosm of India
at its best, in all of its variety, although innocent bystanders will occasionally
be stung by the withering contempt of its denizens for those deemed un-
worthy of higher consideration.

Warm tribute is paid here to the large and distinguished cadre of retired
IFS officers, including former Foreign Secretaries, such as Salman Haidar and
Krishnan Stinivasan, who have contributed greatly to scholarship.?* Many of
them are quoted and cited in the pages that follow. Particularly in the absence
of a sizeable contingent of younger foreign policy scholars until recently, they
have largely shaped the received wisdom on independent India’s foreign
relations, while greatly enriching the record of events in days gone by.?*

The defence establishment

India harbours a large and proud defence establishment, in many ways more
committed to and successful at defending and upholding their ‘corner’ of the
government apparatus than their IFS counterparts. For one thing, there are
many more retirees of the Indian Armed Forces and others with deep know-
ledge of defence issues. As well, the various Defence colleges and training
institutes provide occasional and permanent employment for many younger
individuals as well as retirees, often winning them over to Defence and wider
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security perspectives. India’s Armed Forces, admirably and in sharp contrast
with those of several neighbouring countries, have always remained under
civilian control. However, perhaps in exchange, India’s government has
allowed the Armed Forces to look after themselves in enviable style. (The
military cantonment is generally by far the most impressive quarter of any
secondary Indian town, bespeaking the traditions and standards that the
Indian military likes to uphold.) The real estate holdings of the Indian
Armed Forces, if sold, would raise a pretty penny.

That said, beyond the ceremonial realm and the international peacekeeping
in which India has generally distinguished itself, there is much debate about
the actual competence and the effective levels of training of junior ranks of
India’s Armed Forces. Their performance under pressure in India’s northeast
and in Kashmir has frequently been criticized by the Indian media and by
human rights organizations. The Air Force and, particularly, the Navy rather
than the Army are seen as the star performers. The Navy displays internation-
ally the best of India’s military traditions allied with entrepreneurship, flair,
fine training, and a keenness to engage foreign counterparts in friendly (if
sometimes competitive) joint manoeuvres. And it is the Navy that is carrying
India’s standard forward internationally in an ever wider radius.

India’s Defence establishment projects its influence into public debate
through a number of think-tanks and institutes, frequently onto the commen-
tary pages and into television coverage, in spite of the modest overall resources
India devotes to defence. (India’s official defence expenditure is restricted to
2.6 per cent of GDP).?® As elsewhere, many of those commenting on public
affairs from a security perspective adopt hawkish views (for example, on
Pakistan and China). But this is not universally true, as Commodore (Ret.)
Uday Bhaskar and the still youthful Colonel (Ret.) Ajai Shukla, a noted televi-
sion and print media personality, illustrate in their frequent public interven-
tions. Some security commentators take a dim view of virtually all foreign
powers in terms of the compatibility of their policies and interests with those
of India. The articulate and incisive Brahma Chellaney, an equal opportunity
critic of the USA, China, and Pakistan (with a curious soft spot for Russia),
springs to mind under this heading. Others seem mainly to fear that specific
threats are being ignored. G. Parthasarathy, an accomplished former Indian
envoy to Pakistan and to Myanmar, for example, is a frequent and sharp critic
of Delhi’s response to security threats from China and Pakistan.>’

Underpinning much of the commentary is the belief that the Indian gov-
ernment simply does not give enough attention or priority to India’s internal
and international security. Certainly, most observers would agree that this has
been true at least with respect to internal security.

Nevertheless, one significant shift emerges from several chapters of
this volume: after years of selective engagement with, and studied indifference
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to a number of multilateral forums (including several Asian ones thought
to be dominated by the USA), India today is engaging on all fronts in all
regions.”®

India’s international economic team

Until recently, India’s sway in economic diplomacy was mainly on display
through the individual efforts of Indians and Indian émigrés providing yeo-
man service within such multilateral bodies as the International Monetary
Fund (IMF), the World Bank, and various agencies and programmes of the
United Nations, current Prime Minister Singh being one such in decades past.
Now and then, an Indian diplomat would provide strong leadership on a
multilateral economic negotiation, as did T. P. Sreenivasan in the run-up to
the Earth Summit on the environment in Rio de Janeiro in 1992.

But today, as India spreads its wings in economic as in wider diplomacy,
names hitherto familiar only to small bands of specialists are becoming more
widely known. Kamal Nath, Minister of Commerce and Industry of India,
2004-9, emerged as one of the key figures of the Doha Round of trade nego-
tiations under the umbrella of the World Trade Organization (WTO), as
detailed in Chapter 11. During many of these years, India’s Commerce Secre-
tary, Gopal Pillai, was regarded internationally as a model of the self-effacing
but tenacious and highly knowledgeable negotiator.”’ Indian Executive Dir-
ectors at the IMF and the World Bank, while laying claim to a greater role for
India, have also increasingly contributed to key policy development processes.
For example, the Deputy Governor of India’s central Bank (the Reserve Bank of
India—RBI), Rakesh Mohan, working with a Canadian colleague, Tiff Mack-
lem, played an important role in fleshing out policy options on issues of
regulation and transparency during the depths of the 2008-9 global economic
crisis. They produced a report that was much praised by ministers and officials
of G-20 countries. India’s ‘Sherpa’ (the personal representative of a national
leader) in the G-8 and G-20 processes, unusually one enjoying Ministerial
rank, Montek Singh Ahluwalia, was recognized as singularly qualified and
effective. Thus, India’s profile in multilateral economic diplomacy has already
risen and will continue to do so.

Others

Mixing in with the actors above are a number of influential commentators
(often either academics, members of India’s leading think-tanks, or retired
officials), retailing their opinions with flair on editorial pages and on televi-
sion screens. Many of these are cited in the pages that follow.

10
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Scope and organization of the material

The scope of the topic is vast and daunting. This may explain the few scholarly
attempts at surveying Indian foreign policy of late. Most authors, even mem-
oirists, tackle one or a few of the themes of Indian foreign policy of interest
to them, often ones that were particularly salient during the period covered.
Picking just a few angles is, in many ways, easier than attempting to order the
features of Indian foreign policy as a whole. The latter allows for the inclusion
of many issues and relationships but requires the exclusion of others, a painful
business, particularly for an author having delved into more than can be
conveyed in a book of reasonable length.

Inevitably, this volume slights a number of India’s partners, in an attempt to
avoid the deadening effect that a cataloguing of bilateral relationships or
Indian involvement in a myriad of multilateral institutions would produce.
Hence, the following chapters, in both what they include and exclude or
touch upon only tangentially (for example, my own country Canada), repre-
sent a debatable set of choices of the countries, forums, and diplomatic
processes that have mattered the most to post-independence India, do so
today, or are likely to emerge as dominant in the near future.*® Accordingly,
India’s relations with Latin America and the Caribbean as a whole are not
discussed at length (in spite of strong Diaspora links with the Commonwealth
Caribbean and increasingly meaningful economic links with Brazil, Mexico,
and Chile). Likewise, India’s relations with much of Africa, long seen through
the prism of Indian trading communities spread around the continent, par-
ticularly along its shores, are addressed mainly through the prism of India’s
growing anxiety about its access to the natural resources for which its econ-
omy will increasingly hunger.

While the pages of this volume develop only a few major themes, each
chapter ends with some conclusions deriving from its earlier paragraphs, a
drafting device more helpful perhaps to the author than to the reader.

A discussion of contemporary Indian foreign policy would make little sense
without situating it within the wider flow of Indian history (throughout
which certain key Indian characteristics relevant to foreign policy emerge),
and this is attempted in Chapter 2. Chapters 3 (on Indian domestic politics
and security drivers in relation to foreign policy formulation) and 4 (on India’s
economy and its role in shaping India’s contemporary international relations)
both contain significant historical sections that cover much of the post-1947
ground, some of which is also attempted in the chapters on individual and
regional partners and on India’s approach to international organizations
and groupings.

Among the basic decisions attending the planning of this book was whether
to devote a chapter to Pakistan or to fold Pakistan into a wider discussion of
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India’s neighbourhood. I chose the latter course. Any country’s preoccupa-
tions nearly inevitably involve immediate neighbours. The amount of space
devoted to Pakistan, in this volume, may slight both the importance of and
interest in this subject and, to a degree, the acuity within international rela-
tions writ large of its relationship with India. Yet, as India has been growing,
particularly in the economic sphere, and as it has trained its aspirations on
wider Asian and global ambitions, the place of Pakistan in its preoccupations
has shrunk somewhat. Of course, India itself contributed significantly to
shrinking Pakistan in 1971 when its military intervention allowed the emer-
gence of an independent Bangladesh from the wreckage of Fast Pakistan. The
cautious nature of India’s military engagements with Pakistan since then,
particularly India’s carefully calibrated and low-key response to Pakistan'’s
adventurism on the Kargil heights in 1999, suggests that an uncontrolled
tull-scale war between the two countries is today less likely than ever (barring
the accession to power in Pakistan of radical individuals or groups).

Three major preoccupations and an important partner

A discussion of Pakistan along with India’s other neighbours brings out several
characteristic Indian pathologies when dealing with neighbours—some al-
ready fading into history, others still topical. This accounts for a long Chapter
5 on India’s immediate neighbourhood, the first of its three major foreign
policy preoccupations. It raises questions not just about India’s management
over time of its subcontinental links with such often resentful and sometimes
unhelpful neighbours as Pakistan, Bangladesh, Nepal, and Sri Lanka, but
also how it has factored in historically and geostrategically important ties
with Afghanistan and Burma. The relative paralysis of the South Asian Asso-
ciation for Regional Cooperation (SAARC), a forum created largely by India,
suggests the absence of an overall plan and a largely reactive approach to
regional developments. However, the chapter notes a much gentler approach
to managing regional bilateral relations today than was evident in the 1980s.

Its second major preoccupation, China, warrants a Chapter 6 of its own.
It outlines the history of ties and conflicts dating back to the emergence of the
Communist regime in China and Nehru's early quest for comity with other
developing countries. Against this backdrop it touches on tensions over bor-
der issues along the McMahon line in the east and the Aksai Chin area further
west that precipitated war in 1962; friction over Tibet; China’s support for
Pakistan; and the ebb and flow of mutual suspicion and preoccupation with
the motives and aims of other powers in the region (notably the Soviet Union
and the USA). In doing so, it sketches a relationship defined more by economic
cooperation and competition today (although the degree of geostrategic and
regional rivalry between them also remains relevant, and at times disturbing).
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With reference to Indian policy, M. J. Akbar writes:

The principal element of India’s strategic thinking should be built around an
analysis of the ideological struggle on the subcontinent against democracy and
secularism being waged by those who believe in theocracy and split-personality
governance (half obedient to the citizen, and fully obedient to a partisan view of
God). The success of the Indian model of nation-building, around democracy,
secularism, gender equality and economic equity, will influence events in the
region, compelling those who believe in alternative models to work for the de-
struction of secular democracy by war against its vulnerable aspects. India’s wider
foreign policy merges seamlessly into such a regional policy, since similar tensions
are visible elsewhere too. It is not accidental that China, a party dictatorship,
is inimical to the Indian model, and finds a partner in Pakistan, which is trapped
in uncertainty between fundamentalism and democracy.?!

Not only is China a direct neighbour, but it constitutes Delhi’s only convin-
cing rival in Asia and is currently more successful economically and more
powerful militarily than India. Further, India’s unexpected border war with
China in 1962 yielded outright defeat for Delhi (unlike its more successful
military engagements with Pakistan). The relationship today is complex—
growing fast economically, but contentious in other spheres. Outright mili-
tary conflict of any serious proportions seems highly unlikely, as both govern-
ments are focused on economic expansion, and, in any event, quite prudent
by nature, but their competition with each other touches on many other
countries (and several continents), and spurs policy innovation by both.
Nevertheless, Indian resentments linger and may prevent India from ‘taking
a page out of China’s book’ on some issues, even where it could do so to its
own advantage.*?

The third major preoccupation of Indian foreign policy decision-makers
and analysts of late has been its emergence as a major actor on the global
stage, offering a development model that for some years now has been strik-
ingly successful and has achieved sufficient economic heft to matter signifi-
cantly in the world economy (a judgement reinforced by India’s strong
performance during the recent global economic and financial crisis).

India’s effort to establish a meaningful partnership with two other
leading democracies in the developing world, each a dominant actor on its
own continent, under the banner of the new IBSA (India, Brazil, South Africa)
group, working hard to build content into the concept, is an imaginative way
to give practical expression to the idea of South-South cooperation, too long
an empty vessel. Its emphasis on democratic kinship within this formation,
which might be taken as a dig at China, should perhaps also be seen as an
effort by India to develop a ‘soft power’ component to its diplomacy, moving
beyond India’s civilizational pull and recent economic success as its principal
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calling cards in its relations with other developing countries. However, placing
many bets on different playing fields, India has also courted the Shanghai
Cooperation Organization (SCO), participated in BRIC Summits, and formed
groupings of convenience. Indeed, India’s international interests suggest that
it can be useful, at times, to draw in partners as diverse as Australia and
Mexico.*?

This third preoccupation, with India’s wider role in international relations,
runs through the book but comes into focus in Chapter 11, which seeks to
cover aspects of India’s ‘emergence’, or, more appropriately, re-emergence
to the prominence it used to enjoy among key powers in the centuries before
colonization. It does so by weaving into the story of India’s approach to
international organizations since independence an account of its efforts
to make a mark on several specific issues, including UN Security Council
reform, multilateral trade negotiations, and international discussions on
climate change. These themes return also in the volume’s conclusions, in
Chapter 12.

The India-USA relationship, addressed in Chapter 7, is a historically con-
tentious and counterproductive one that has been largely transformed in
recent years, an improvement pregnant with potential implications for both
countries and also for other regional and global actors. India today is con-
cerned that the Obama Administration may not be taking it as seriously as
did the George W. Bush and Clinton Administrations before it.** But, with the
relationship having graduated to a new level of mutual understanding (al-
though perspectives and interests still conflict at times), Washington has
needed to tend to other, more urgent or disturbing issues. And, while welcom-
ing improved ties with India, some in the Obama team may well consider
them yesterday’s news, if no less useful for that.

The chapter documents the difficult path towards this rapprochement,
marked by a degree of anti-imperialist prickliness on India’s part, and a large
dose of condescension in Washington during the Cold War. This was further
complicated by the US penchant for Pakistan, a puzzling choice in hindsight
(although a rational one in the narrow terms in which it was framed during
the Cold War). In engineering the unshackling of India from its nuclear pariah
status, imposed after its nuclear test of 1974, the USA needed to overcome
aspects of the non-proliferation regime it had itself set in place to punish India
and to discourage any further proliferation. These were ultimately an unsuc-
cessful set of arrangements as demonstrated by subsequent developments
in North Korea and Pakistan—and perhaps soon in Iran. The negotiations
were thus difficult on both sides, as India could neither renounce its nuclear
capabilities nor its historic decision to seek strategic parity with China after
the 1962 war; nor could the USA lightly cast aside non-proliferation arrange-
ments it had earlier deemed essential. Thus, talks first engaged between
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Washington and Delhi under President Clinton and Prime Minister Vajpayee
in the late 1990s (after further nuclear tests by India, followed by an echoing
set in Pakistan) only came to full fruition a decade later, in 2008, at the tail end
of the tenure of President Bush and of the first term of Prime Minister Singh.
US motivations may have been as much commercial as geostrategic (American
companies having taken early note of India’s budding economic renewal as of
the mid-1990s), but the political rewards for India, and perhaps also for the
USA, have significantly altered the positioning of players on the global chess-
board, contributing to India’s quest for a place among the great powers of the
twenty-first century.

Some other relationships

Chapter 8 deals with what is mostly referred to as the Middle East, but which
Indians think of as West Asia, a regional designation making clear that this
geostrategically critical area also lies in India’s own extended region. During
the years of non-alignment, India’s diplomacy cultivated Iran (not least as a
counterweight to Pakistan), and those Arab countries already independent.
India’s focus on Iran has not wavered, but as economic change and various
conflicts in the region reshaped regional alliances (official and de facto), India’s
policy evolved strikingly as of the early 1990s, with the establishment of
diplomatic relations with Israel, soon followed by the development of very
meaningful economic and military procurement ties with that state. The
chapter charts India’s nimble adaptation to changes in a region it could do
little to affect directly, and concludes with India enjoying positive relations
with virtually all countries of the area, no small achievement. For reasons of
authorial convenience, this chapter also briefly discusses Indian ties with the
Maghreb countries which are both African (rather than Asian) and Arab, as
well as its important ties with Egypt, the Gulf, and (historically) Iraq.

On India’s other side, Chapter 9 examines India’s relationship with the rest
of East and Southeast Asia, touching on robust economic ties with South
Korea, a cordial but substantively sub-par relationship with Japan in spite of
complementary economic strengths, complex and rapidly developing rela-
tions with several of the countries of the Association of Southeast Asian
Nations (ASEAN), including several Free Trade arrangements and ‘strategic
partnerships’, and occasional references to Australia and New Zealand.
In spite of India’s ‘Look East’ policy launched under Prime Minister Narasimha
Rao in 1992, the development of substantive ties with its Asian partners to the
east for nearly a decade thereafter remained largely episodic and improvised,
perhaps due in part to India’s cautious approach to multilateral entanglements
(for example, initially with respect to ASEAN and to the Asia-Pacific Economic
Cooperation forum). Nevertheless, today, Indian diplomacy in Southeast Asia

15



Introduction

in particular is firing on all cylinders. However, India initiated its serious
courtship of ASEAN countries well after China, and is now playing catch-up
as best as it can.

Chapter 10 covers India’s historically important ties with both the Russian
Federation, earlier the Soviet Union, and Western Europe.

The Soviet Union having been India’s only ally during the Cold War years,
the relationship inevitably had to evolve towards a less exclusive one, more
rooted in mutual economic benefit, after the fall of the Berlin Wall. This has
happened, with Russia enjoying a significant profile in India (for example,
with President Putin invited as Guest of Honour for Delhi’s famous Republic
Day parade in January 2009) and retaining a strong role in India’s defence,
science, and some other leading economic sectors. But each side has needed to
adjust to the other’s reinterpretation of its own economic and foreign policy
interests. And the process has not always been smooth, as other economic
relationships have grown and outstripped this one. Even in the defence
sphere, the Indian Armed Forces clearly hanker after the best that the West
(and Israel) have to offer, while accepting that they need to hedge their bets
by continuing to deal with Russia on some key procurement items in which
it may still be competitive (for example, AWACS aircraft, in a triangular
partnership with Israel, the first of which was delivered to India in 2009).%*

With the exception of the Russian Federation, Europe is a conundrum in
Indian foreign policy. Western Europe remains an important economic part-
ner for India, particularly the UK, France, and Germany. It is also to these three
countries that India gives clear priority among European Union members,
although Germany is dealt with in a less prominent way by India’s foreign
ministry than are France and the UK (both deemed to warrant Security Coun-
cil Permanent Member treatment under the direct oversight of India’s Foreign
Secretary). Italy, and to a degree Spain, are admired as bastions of culture and
civilized living. Indeed, overall, Europe is often thought of mostly by India’s
wealthier middle classes as a holiday destination and by its business commu-
nity as host to potential corporate acquisitions.

Beyond the sphere of trade policy and multilateral trade negotiations, where
its competence is universally recognized, the EU’s pretensions to significance
privately mystify many Indians, and this even before the rough weather
several European economies experienced in 2010. Indeed, the European Com-
mission’s insistence on being taken seriously as a dialogue partner by the
Indian Government, for now, mostly induces yawns in Delhi. It is hard for
Indians to discount the vigorous competition displayed by the leading Euro-
pean countries with each other in vying for Indian favour (mainly in the
economic sphere), and the lack of priority these same EU countries accord
the EU and its machinery when dealing with India bilaterally. This could
change, but only if the EU manages to develop a much more convincing,
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cohesive, and coherent institutional personality than has been in evidence in
India for some years now. With often harsh colonial treatment now largely
overtaken in forward-looking Indian minds (if not forgotten), and economic
trends promising, it should be possible to develop more meaningful political
dialogue in years ahead.

As noted above, the penultimate Chapter 11 addresses India’s multilateral
diplomacy, which Indian MEA veterans think of as a sphere of particular
accomplishment for India over the years. The Non-Aligned Movement
(NAM) that Nehru played such a large role in bringing about and shaping
was a useful placeholder for India at a time when its leaders needed to devote
the bulk of their time to pressing internal challenges. Indeed, Nehru is credited
with coining the term ‘Third World’ to describe those states uninvolved
in, indeed seeking to stand apart from, the Cold War ideological conflict—
although, as Paul Krugman points out, it rapidly, because of their modest
levels of development, morphed into a term connoting backwardness or
poverty, hardly Nehru'’s intent.>®

Non-alignment, in theory, also allowed India to play the two superpowers
and their related blocs off against each other, although after the 1950s, India
was not successful in doing so. Moreover, India cut a wide swathe at the UN
early on, and subsequently only by fits and starts. The actual achievements of
India’s multilateral diplomacy are open to question and it is perhaps to this
sphere (rather than to that of bilateral diplomacy, in which India has often
been remarkably successful) that Indian policymakers and analysts need to
devote more thought as India gains access to the most coveted multilateral
forums, such as the G-20 and the key negotiating groups in the WTO.

India has innovated creatively by devoting real effort to the new IBSA
forum. Chapter 11 explores whether it might want to bring more of this
positive, self-confident spirit to bear on multilateral economic and regional
forums towards which, in the past, it displayed mainly suspicion. Further,
now that resentment is less and less warranted in light of India’s economic
success, its representatives may want to devote more consistent effort to
making friends, rather than impressing the gallery, in the multilateral world.
India has been very good at this in world capitals. Why not now on the
multilateral stage?

The volume’s final Chapter 12, offering some conclusions, reflects on what
India’s emergence on the global stage requires of the country (including on its
internal dispensation, on several key economic challenges that will hamper its
rise unless tended to, and in its approach to neighbouring countries)—and to
what uses India might put its new status and potential. Whether yet great
or not, whether yet fully emerged rather than still emerging, what kind of a
world power, with what aims, and in partnership with what others, will India
seek to be? And will it need to share global burdens or can it continue for some
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time as a free rider on issues it is not yet ready to tackle in internationally
binding ways? The chapter reverts to India’s identity nationally, regionally,
and internationally (both in terms of self-image and of the opinion of others).
It touches on how an India with global reach can increasingly develop its own
‘soft power’ beyond the attractions of its culture, including through the
Indian Diaspora.?” Finally, the chapter includes reflections on that perennial
chestnut of Indian foreign policy analysis, the country’s lack of clear strategic
and other conceptual frameworks.
But for now, on to some relevant Indian history.
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History: A Vital Foundation of India’s
International Relations

How Indians conceive of their country, its origins, its development through
history, and its past relations with others is a vital component of how they
imagine, construct, and aspire to develop India’s contemporary international
relations.

How did India and Indians develop over time?' The question of what India
and being Indian represented in a pre-nation-state era is far from simple and
can be freighted with a variety of interpretations. Readings of the past are
always at risk of being viewed through the categories of present-day politics
and contemporary approaches to economic and social policy.

No single-chapter survey of Indian history could conceivably translate its
rich complexity and diversity. At times, in both north and south India it
comprised several (sometimes many) kingdoms and other polities—some
resembling republics—each vying for recognition, respect, and space. Rather,
the paragraphs that follow attempt to sketch out aspects of Indian experience
over the millennia that are relevant to its contemporary self-image as well as
some past efforts to project abroad Indian aspirations, values, and power.
Inevitably, much more is left out than is included.

The historical overview contained in this chapter will address a number of
problematic yet common myths regarding key features of Indian civilization,
especially with regard to the nature of religious communities and their inter-
action, as well as the nature of processes of immigration and accommodation
of diverse ethnic and linguistic groups over the centuries. The spread of
multiple faiths in India and the complex nature of cultural exchange that
has existed throughout Indian history point to a cosmopolitan development
of the modern state that today is India, favouring its essential pluralism,
although some within India would dispute this assertion.

Two broad phenomena emerge as constants in the history of India. First, the
repeated influx of peoples and ideas from the northwest, at times in the form
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of invasions, but more often through migration, pastoral circuits, or as traders
and missionaries, is striking. Second, barring the colonial period, Indian
history is characterized by alternating cycles of imperial consolidation and
processes of decentralization, with foreign influences accommodated and
assimilated, and ‘cultural fusions’ occurring throughout.? Decentralization
did not necessarily portend overall decline but was often characterized by
regional economic and cultural growth and assertion. For instance, the disin-
tegration of the Mauryan Empire coincided with the emergence of new states
in core regions such as Gandhara and Kalinga that became economically
developed. Thus, though the Mauryan Empire lasted only for about 150
years, after which central control declined rapidly, the latter period was never-
theless characterized by regional economic growth.? At times, several major
dynasties and civilizations (as well as some interesting minor ones) cohabited
productively within the subcontinent.

Modern writing on Indian history began with colonial accounts of the
Indian past.* Much of the colonial historiography was preoccupied with
the differentiation between indigenous and alien communities (and later
Indian nationalist historiography dwelt on this dimension extensively). In-
dian civilization came to be seen as essentially Hindu and Sanskritic. Turkish,
Afghan, and Mughal chronicles were perceived as alien to Indian civilization,
‘even though their contents concerned Indian society and politics and the
people whom they wrote about had settled in India to become part of Indian
society’.> Gradually, canonized European perceptions of Indian culture as
uniform influenced the way Indians themselves viewed their past, essentially
promoting the idea of an unchanging continuity of society and religion over
3,000 years in a geographic space both well-defined and yet constantly shift-
ing in its contours.®

A concept of India defined by religion?

Indian history is often, quite questionably, understood as a succession: first
of Hindu civilization, then Muslim rule followed by the British Raj.” This
organization of Indian history along a clear, simplified timeline and largely
along religious lines goes back to James Mill’s History of British India written in
the early nineteenth century.® Its perception of the Indian past informs much
teaching of history today, in India and beyond, and therefore also informs
politics in South Asia to this day.’

Initially, Vedic Hindu civilization was thought to begin with the arrival of
Aryans on the subcontinent in the second millennium BC. The notion of
an Aryan invasion goes back to Max Miiller.'® Miiller argued that Aryans
originated in Central Asia, with one branch moving to Europe and another
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reaching India through Iran. According to Miiller, Aryans represented a super-
ior civilization and subjugated indigenous populations (and their culture) in
northern India.'’ Although historians have now dismissed this theory, it still
has a firm grip on wider perceptions. It is now commonly accepted that the
Indo-Aryan label refers mostly to language, and that as Indo-Aryans spread
over north India, they incorporated into theirs elements of already existing
languages.'?

In the early twentieth century, with the discovery of archaeological sites
pointing to the existence of high civilization in the Indian subcontinent
much before the arrival of an Aryan language group, some Indian historiog-
raphy (associated most often with the Hindu faith) shifted from supporting a
theory of Aryan invasion, to arguing that Aryans and their language, Sanskrit,
were indigenous to India."?

The amended theory became axiomatic to their belief that those for whom the
subcontinent was not the land of their ancestors and the land where their religion
originated were aliens. This changed the focus in the definition of who were
indigenous and who were aliens...the aliens were...Muslims and Christians
whose religion had originated in west Asia...According to this theory only the
Hindus, as the lineal descendants of the Aryans, could be defined as indigenous
and therefore inheritors of the land, and not those whose ancestry was of the
subcontinent, but who had been converted to Islam and Christianity.'*

More generally, for many, history projects not only out of the past, but also
into the future: ‘Nation-states are widely conceded to be “new” and ‘“histor-
ical”, the nation to which they give political expression always looms out of
an immemorial past, and still more important, glides into limitless future’.'®

India was not, throughout history, a self-contained unit, either geographic-
ally or culturally.'® In geographical terms, the various kingdoms and regions
that preceded the modern Indian nation state had fluctuating borders, and
peoples from different parts of the world flowed into the region. Thus, the
Indian nation state is best seen as a modern construct—albeit one with a rich
past in other forms—that is not grounded in a defined territory (or constant
form of society) inherited from a pre-modern past.'’

Today the cultural and geographical unity of India is usually mapped on the
territory covered by terms such as Bharatvarsha, Aryavata, and Jambudvipa
in ancient scriptures, which are projected back to the earliest Vedic period.'®
By the nineteenth century these geographical terms came to be seen as coeval
with the territory covered by British India and the princely states under its
protection. Yet, Bharatvarsha, the term most commonly referred to, is men-
tioned nowhere in the Vedas, except as the name for one of several Vedic
clans.'® In later literature, the territory denoted by it expands and contracts,
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often leaving out large tracts of northern India and, by and large, excluding
southern India.

The term Hinduism itself is relatively recent. It is not used in Sanskrit in a
self-representational way by any religious community before the nineteenth
century. The concept of Hindu religion as a monolith seems to have been
introduced by missionaries from the west. Major strands of Hinduism such as
Vaishnavism, Shaivism, and Shaktism that are today seen as mere sub-sects of
Hinduism could have been and still be viewed as autonomous religions no less
distinct than Islam, Judaism, and Christianity.?°

India through the prism of geography

Most historians of India describe, or presume, coherent core regions—that is,
areas characterized by stable, long-term political and cultural institutions. Like
magnets, the political cores at the heart of these regions give rise to armies
and attract scholars, foreign visitors, long-distance merchants, and crucially,
court chroniclers. Owing to the considerable data often left behind by such
groups, these regions also attract modern historians, explaining why core
areas like north India, Bengal, or the Tamil south are comparatively well
covered in the historical literature while the Deccan in central India is a
relatively understudied region, because it developed no enduring political
identity or capital.!

Since regions and empires in India have fluctuated greatly it would pose a
challenge to write the history of contact between outside civilizations and
a nation that has lacked a consistent geopolitical form or even developed a
centre of gravity. Of course, in the case of north India a relatively continuous
sequence of polities based in or near Delhi evolved, but they featured fluctu-
ating borders contracting and expanding considerably over time, occasionally
including Afghanistan, for example.

Similarly, south India does not constitute a homogeneous unit, though it is
conventionally identified as the Dravidian area south of the Krishna river,
with two macro-ecological zones: the Malabar coast in what is now Kerala to
the west, and the wider plains to the east in Tamil Nadu with its Coromandel
coast. Historians have focused mostly on the Tamil plain, which produced a
succession of ‘high civilizations’ beginning with the Pallavas in the third
century and continued by the remarkably sophisticated mercantile, industrial,
and agrarian society under the Cholas between the fifth and thirteenth cen-
turies. The two subregions differed in climate and social organization, but
both played a notable role in developing overseas economic ties.
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Trade

At various times, the southern part of the Indian subcontinent served as a link
in the sea route connecting the Mediterranean region and the Middle East
with China and other Asian destinations. While the west coast attracted ships
from Africa and Arabia, on the east coast ships from China or the islands and
peninsulas of Indonesia, Malaysia, or Thailand found harbour.??

Various parts of the regions that now comprise India evolved strong links
with other parts of the world millennia ago, the earliest going back to the
Indus and Harappan civilization, 2600-1700 BC. As excavations have shown,
there were extensive relations in terms of trade, cultural contact, and possibly
even the exchange of populations with port cities in ancient Mesopotamia.?*
South India also likely witnessed extensive trade exchanges in the seventh and
sixth centuries BC. For example, there is evidence of maritime intercourse
between Babylon and south India, with gold, spices, and fragrant woods being
received from India.**

By the first millennium BC, there were extensive commercial links between
the Red Sea and northwest India. Control of this trade may have been cap-
tured by Arabs as early as the third century BC. During the ‘classic’ Hellenic
and Roman periods the nature of these contacts becomes better documented.
Sophisticated navigation manuals for the sea route to India testify to Europe’s
long-standing trade with the subcontinent. A number of literary references
corroborate this. Petronius in the early first century AD refers disapprovingly
to the gossamer cottons adorning Roman women; Pliny in the mid-first
century AD provides an account of the sea route to India via Egyptian ports.
Ptolemy’s geography of the second century AD includes a description of the
Malabar coast.>® Romans imported luxury items such as precious stones, silks,
and spices as well as sugar, cotton, and fruits. Trade seems to have weighed
heavily in favour of India. Indeed several Roman emperors had to enact laws
against the export of bullion from the empire to the East, since Rome pro-
duced very few commodities of value for India (the British were to face similar
problems in the early phases of trade relations with India).*¢

Soft power: cultural exchange

At various points in time, India occupied an eminent position in the world
economy and through the ages attracted peoples from different parts of
the world. People from China, Turkey, Persia, sub-Saharan Africa, and Europe
settled in India and became a part of its civilization. Many left extensive
accounts of their experience and contact with Indian civilization. Some
came to India as traders or soldiers, others such as early Chinese pilgrim Fa

23



History: A Vital Foundation

Hsien were part of ongoing exchanges of scholars and embassies between their
two countries. Likewise, of course, Indian cultural and spiritual influence
spread throughout Asia in varying forms of Buddhism in Southeast Asia,
China, and Japan, but also of Hinduism, the latter still represented in major
archaeological sites as far afield as Indonesia. Buddhism eventually declined in
the land of its origin from the thirteenth century AD onwards.

India as a saga of empires?

The concept of ‘empire’ as a defining category in Indian historiography be-
came fashionable during the colonial period, when a few empires of the past
were helpful in presenting the Raj as part of an ongoing legacy.?” Typically,
India was thus presented as a sequence of grand ventures characterized
by extensive territory, monumental architecture, and imperial ambitions—
followed inevitably by protracted periods of atrophy and disintegration.

The Mauryan Empire

The Mauryan Empire (approximately 321-185 BC) represents the earliest
known attempt at imperial government in India, which for the first time
brought together many diverse social and cultural systems of the subcontin-
ent under a single highly centralized bureaucracy. The empire was founded
by Chandragupta Maurya in 321 BC and centred in the metropolis of Patali-
putra (modern-day Patna in Bihar). A series of military campaigns brought the
Ganges plains and later the northwestern regions, where the departure
of Alexander of Macedon had left a power vacuum, under Chandragupta’s
control.

The Seleucid region of what are today Afghanistan, Baluchistan, and Mak-
ran also devolved to Chandragupta. As the history of this region was charac-
terized throughout by shifts between major states centered on present-day
Iran and northern India, it is unlikely that local populations—themselves of
varying cultures—would conceive of the dynasties that were ruling them as
particularly ‘foreign’.”®

Around the fourth century BC, the Mauryan Empire expanded greatly in the
north, though the extent of its presence and influence in the south is not clear.
The kingdoms of south India (together with Sri Lanka) are mentioned in
the second and thirteenth edicts of Asoka. There appear to have been friendly
relations with these kingdoms, with Asoka sending missionaries to preach
the Dhamma amongst the people of these kingdoms, but there is no indication
that he attempted to conquer them.?” By the time of Bindusara, the second
Mauryan emperor, who came to the throne in 297 BC, large parts of the
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subcontinent had come under Mauryan control although relations with king-
doms of the far south and today’s Sri Lanka, that were not a part of the empire
remained cordial. But the Mauryan Empire encountered sustained hostility in
the kingdom of Kalinga on the east coast (on the territory of what is now
Orissa), which was eventually conquered by Bindusara’s son Asoka.

The Kalinga war is historically significant since it was said that the brutality
and destruction of the campaign filled Asoka with profound remorse and
encouraged him to consider the Buddhist social ethic of tolerance and non-
violence seriously (although it is unclear whether he actually converted
to Buddhism). Furthermore, under Asoka, Buddhism became an actively pros-
elytizing belief system and missions that were sent to various parts of
the world eventually led to the propagation of Buddhism all over Asia by the
beginning of the Christian era.>® Nevertheless, like many profoundly Chris-
tian leaders in the West, Asoka’s Buddhist faith was often practised in the
breach: in spite of a commitment to non-violence, he preserved capital pun-
ishment for certain crimes and the state still relied on a large army.

Asoka’s commitment to defining and propagating a new ideology and social
ethic for the empire was unprecedented and unique in Indian history. Many
historians have interpreted Asoka’s propagation of Dhamma as an explicit
attempt to make Buddhism the religion of Mauryan India. However, Romila
Thapar argues that the numerous rock and pillar edicts spread through the
empire were rather ‘concerned with using a broader ethic to explore ways
of governance and to reduce social conflict and intolerance’.*' Though one
category of inscriptions explicitly proclaims Asoka’s adherence to Buddhism,
the considerably larger category of inscriptions spread throughout the empire
propagates concepts and principles formulated in a manner that would render
them acceptable to people belonging to any religious community, though it is
possible to discern parallels with key concepts in Buddhist philosophy.

The Mauryan state actively promoted the extension of agriculture and
in many cases sponsored extensive irrigation projects. Furthermore the state
was instrumental in introducing more wide-ranging systems of commercial
exchange and in some instances facilitating the mobility of labour. A meticu-
lous system for the assessment and collection of revenue existed and most
commercial and productive activities were taxed, at least in theory. The Artha-
sastra, the text most frequently used to reconstruct Mauryan political and
economic practices, lists superintendents of goldsmiths and gold, storehouses,
commerce, forest produce, the armoury, measures and weights, tolls, agricul-
ture, weaving, prostitution, liquor, ships, slaughterhouses, cows, horses, ele-
phants, chariots, infantry, passports, and the city.**

The Mauryan empire under Asoka was involved in extensive communica-
tion with the world beyond the confines of the subcontinent as attested by
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records of missions sent to the Hellenistic kingdoms, with which there were
trade relations.*?

Despite, or perhaps because of, its expanse and ambition, the Mauryan
Empire was short lived. Asoka’s reign lasted for thirty-seven years and after
his death a period of decline rapidly set in, perhaps because Asoka’s propaga-
tion of Buddhism alienated politically powerful Brahman communities, while
his adhesion to non-violence may have weakened the army and rendered the
state vulnerable.

Nonetheless, this period paved the way for other empires by opening up
the subcontinent: the extensive building of roads enabled easier contact with
more remote areas.**

The Kushanas: India, Rome, and China

After the Mauryan period, political developments in India became diffuse—
involving a wide variety of polities, people, and time-frames. Romila Thapar
speaks of a mosaic of political identities marked by the coexistence of various
kinds of political systems: kingdoms, oligarchies, chieftainships, and republic-
like tribal organizations. A constant and connecting feature in this diverse
political and cultural landscape was the expansion and dynamism of systems
of trade and exchange.>®

In the north, the Kushana State (AD 100-300) covered a vast area extending
from the western part of Central Asia to north India. It is not clear whether the
ethnic origin of the Kushanas was Turkic, Mongolian, or Iranian, though it
is commonly agreed that the empire was founded by the Yueh-Chih people,
who had been displaced from Chinese Turkistan by the nomadic Hsiung-nu.>¢
Kushana rulers imprinted their coins with images drawn from various reli-
gions and cultures, and legends were often bilingual in Greek and Prakrit.
Kanishka, the pre-eminent Kushana ruler, used Greek legends, and deities
shown on his coins range from Buddha and Shiva to the Persian gods Oado
and Atash and the Sumerian goddess Nana.®” This suggests that the
Kushana rulers adopted a tolerant attitude towards religion in order to facili-
tate commercial exchange across a culturally diverse landscape and with other
countries.*®

Trading centres and connecting routes emerged in many parts of the sub-
continent, some reaching into central and western Asia. Some of these
were built on roads and networks established in Mauryan times, such as the
highway from Taxila to Pataliputra, which was rebuilt and maintained up
until the periods of the Afghan ruler Sher Shah, the Mughals, and the British,
who referred to it as the Grand Trunk Road. The route is still used today and
has been rebranded as India’s National Highway No. 1.%°
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The Kushana period was instrumental in linking Indian and Chinese civil-
izations: the transmission of Buddhism from India to China was paralleled by
extensive trade between the two countries. Indian traders also frequently
functioned as middlemen in a luxury trade between China and the eastern
Mediterranean and Byzantium.

The period saw the rise of a substantial mercantile community and the
emergence of frequent and direct trade with Rome during the reign of Augus-
tus (27 BC-AD 15), when various states of India sent envoys to the Roman
Emperor. On the Indian side, spices, textiles, semi-precious stones, and ivory
were traded primarily for high-value Roman coins as well as wine and coral.
The Roman historian Pliny described the trade with India as a considerable
drain on the income of Rome.*’ The thriving trade with Rome is believed to
have led Indian merchants to expand trade to Southeast Asia, as items sought
there were largely spices for the Roman market that were not as easily available
in India. Meaningful Southeast Asian contacts with China and India date to
the early centuries AD.

It could be said that India, both because of its geographical position and
because of its economic enterprise, participated effectively in what was prob-
ably viewed in those times as almost a global trade of the early first millen-
nium AD.*!

Gupta India

The reign of the Gupta dynasty, starting from the accession of Chandra Gupta
the first in about AD 319-20, approximated that of the Mauryan Empire in
geographical terms up until the sixth century.

The Gupta era is an important reference point for the cultural self-image of
Hindus and has often been referred to as the Classical Age of ancient India,
due to the exceptionally high standard of living attained among urban upper
classes. Advances in science and knowledge were centred either on Brahmini-
cal institutions and Buddhist monasteries or guilds specialized in particular
crafts, such as metallurgy. Mathematics and astronomy were highly dynamic
in this period. The decimal system of numerals had been in regular use among
Indian astronomers since the fifth century. It was later introduced in Europe,
where it eventually replaced Roman numerals and was known as the Arabic
system of numerals.** Poetry and prose in Sanskrit were also heavily patron-
ized by the ruling class and reached a high point, exemplified in the writings
of Kalidasa, largely regarded as the pre-eminent author of classical Sanskrit
literature.

While arts, scientific learning, and urban culture in general reached unpre-
cedented levels in this period, it is nevertheless problematic to speak of a
classical age for ancient India as a whole. In the Deccan and southern parts
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of India it was the post-Gupta period that saw the rise of high civilization. It is
the era of the Cholas (particularly around the ninth century AD) that is
referred to as the ‘classical period’ in the south, due to impressive political,
economic, cultural, and artistic development of the region during this time.

Having brought northern India under control, the Guptas eventually
defeated the Shaka kingdoms in the west and thus gained access to trade
with the Mediterranean, conducted from ports on the west coast. The Guptas
also are believed to have received tribute from island inhabitants encircling
the subcontinent, and possibly as far as Southeast Asia, where large Indian
colonies and trading stations had developed. Indeed, Indian merchants in this
period increasingly relied on and expanded trade with Southeast Asia, since
trade with Rome, which had created considerable fortunes in earlier times,
had come to an end in the third century AD with the Hun invasion of the
Roman Empire. Though the Gupta Empire was able to withstand initial at-
tacks by the Huns, the empire weakened under successive waves of attacks and
Gupta power began to give way to smaller kingdoms by the end of the fifth
century when the Huns broke into northern India successfully.

In this period, Buddhism spread to many parts of Asia, largely due to
increased trading relationships and commercial networks. Large numbers of
Indian Buddhists visited China, where Buddhism was declared the state reli-
gion in AD 379. In turn, Chinese Buddhists were interested in gaining access
to original Buddhist scriptures and a number of them, most notably Fa Hsien,
Hsuang Tsuang, and I Tsing, travelled extensively in India between AD 400
and 700. The cultural exchange developed alongside an expansion of mari-
time trade between China and south India. Sizeable Indian merchant colonies
resided at Canton. Indian influence was also evident in Thailand, Java, and
Cambodia.

The Delhi Sultanate, the Mughals, and the
emergence of Indo-Islamic culture

The entry of Islam into India gave rise to a unique Indo-Islamic cultural
tradition, which represents an impressive process of adjustment and inter-
action between Islam and local traditions, in the process establishing strong
Indian political, economic, and cultural ties to Afghanistan, Persia, Turkey,
and the Arabian Peninsula.*?

Early contact between Islamic and Indic groups developed in northwestern
India when the first Ummayid Caliph, Muawiya, and Muhammad bin Qasim
conquered Sindh in AD 712. Trade with India was vital for the Islamic world
(due to its wealth in gold bullion, its export surplus, and its location at the
centre of an early Indian Ocean-wide economy stretching from China to the
Levant, or eastern Mediterranean) and large numbers of Arab traders settled on
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India’s western coast from the eighth century onwards.** Their presence being
primarily motivated by commercial considerations, early Arab settlers did not
attempt large-scale religious conversion.

The large-scale political and economic expansion of Islam in India occurred
only from the turn of the eleventh century onwards, when Muhammad Ghuri
defeated the Rajput Prithviraj Chauhan, thereby paving the way for the
establishment of the first Muslim Sultanate by Qutubuddin Aibak with Delhi
as its capital. For the Sultans of Delhi, as later for the Mughals, expansion of
Muslim power was aimed primarily at the acquisition of new territories and
not at religious conversion. The majority of their subjects throughout
remained non-Muslim and their core institutions were not specifically ‘Is-
lamic’ in nature.*> ‘The sultans themselves were not religious leaders. Like
non-Muslim rulers in India, they did not gain their authority through their
own holiness or sacred learning but through military prowess and skill in
governing.”*® Though the supremacy of Sharia law was upheld, it was not
imposed on the non-Muslim population.

The early court at Delhi was modelled after the Sassanid court of Persia
and its military and administrative culture relied on the Turkish institution
of elite military slavery.*” The state structure was composed of a mixture of
pre-existing Indian forms and political experiments in West Asia.*®

At the height of its power by the fourteenth century, the frontiers of the
Delhi Sultanate were almost coeval with the contours of the modern nation
state.*” However, in keeping with earlier patterns of political development, by
the fifteenth century, independent Sultanates, each with their own wider
contact networks, emerged in Kashmir, Bengal, and Gujarat and—in the era
following the attack of Timur (Tamerlane) on Delhi in 1398—more widely.>°
Thereafter, Delhi is best viewed as one among a number of regional Sultanates.

Throughout this period, a distinct Indo-Islamic culture developed in north-
ern India, marked by strong Turko-Persian influence.®! The Delhi Sultanate
gaverise to a period of Indian cultural renaissance, leaving lasting monuments
in architecture, music, literature, and religion, and innovations in ruling
institutions as well as in the fields of political theory, literary and religious
styles, and distinctive cultural traditions in law. Urban growth and road
networks were developed that encouraged trade within the region as well as
with the outside world.>?

South India too became subject to Islamic influence, after the decline of the
Cholas (by the thirteenth century).>* Under the reign of the sultan of Delhi,
Alauddin Khilji, a Muslim polity known as the Bahamani Sultanate was set
up in the south, extending to Madurai. However, within a few years of this, an
independent Hindu kingdom was founded at Vijayanagar. The Vijayanagar
kingdom soon established its hegemony over the whole southern peninsula,
making it the most extensive kingdom in the subcontinent.>* It controlled the
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spice trade of the south as well as the cotton trade of the southeast and
numerous accounts by European travellers speak of the splendour and wealth
of this kingdom.>®

After 1526, the emerging Mughal Empire absorbed the Delhi Sultanate. Its
founder Zahiruddin Babar gained control of the Delhi region by defeating
Ibrahim Lodi, the last of the Delhi Sultans at Panipat. Babar was a descendent
of Timur and of Genghis Khan. (The term Mughal is a reference to Babar’s
Mongol ancestry and gained currency only in the nineteenth century.) Babar’s
son Humayun, forced into exile, took refuge in the Safavid court of Persia, and
reclaimed his authority with Persian help in 1555. Humayun's son Akbar, the
greatest of the Mughals, reinforced the administrative structures he found
in place and reigned for half a century, having led successful campaigns
against Gujarat and Bengal, thereby gaining control over the richest parts
of the subcontinent, agriculturally and commercially. He later extended
Mughal control into Kabul, Kashmir, Orissa, and Baluchisthan, creating the
Mughal Empire. The territorial expanse of the empire continued to grow
under his successors Jahangir (1605-27), Shah Jahan (1627-58), and Aurang-
zeb (1658-1707).

The expansion and consolidation of the Mughal Empire was roughly coter-
minous with two other great Muslim empires, the Safavid in Iran and the
Ottoman Empire based in Turkey and controlling much of West Asia and
northern Africa. The Mughal Empire exceeded both in terms of population,
wealth, and power. In 1700, the population of Mughal India is estimated to
have been roughly 100 million, five times that of the Ottoman Empire and
twenty times that of Safavid Persia.*® Unlike the Ottoman and Safavid em-
pires, the majority of Mughal India’s subjects were non-Muslim. Akbar, who
established the structural foundations of the empire, was highly sensitive to
this fact and built on the Sultanate policy of encouraging a diverse and
inclusive ruling elite. A considerable part of the nobility at the court consisted
of Turks, Afghans, Arabs, and Persians as well as locally born Muslims, and
powerful non-Muslim indigenous groups, such as the Rajputs, a number of
Brahmans, and later the Marathas. In order to build alliance networks and
establish links with powerful Rajput clans, Akbar established the custom of
taking Rajput wives, who were not expected to convert. Akbar’s efforts at
constructing an Indo-Islamic empire based on principles of public tolerance
are reflected in the flexibility and eclecticism of his private belief system.
In 1582 Akbar announced his personal adherence to a new faith that he
termed Din-e-Ilahi, or Divine Faith, that drew on strains of both Hindu and
Muslim mystical traditions and was also influenced by Zoroastrianism. Never-
theless, Akbar made no attempts to impose it as a state religion.>”

The political and economic success of Akbar and his successors can be
accounted for to a large extent by administrative reforms he initiated, building

30



South India

on precedents set by the Sultans before him. Throughout the empire, nobles
and powerful groups were incorporated into the imperial structure through
the award of mansabs, imperial ranks that were demarcated decimally and that
designated the number of armed forces that the individual was to provide to
the centre. Accordingly, nobles were assigned jagirs, or the right to collect tax
revenue over designated pieces of land. Such assignments were not hereditary
and were frequently rotated, thus preventing nobles from building regional
powerbases that could challenge Mughal authority. Mughal officials typically
would negotiate for the delivery of revenue through local chieftains and
landholders who homogeneously came to be referred to as zamindars.>®
Thus, the agrarian surplus was distributed amongst various layers of society.

New commercial and political elites emerged, due to the increased monet-
ization and economic expansion under Mughal rule, especially during the
seventeenth century. Though the Mughal Empire was primarily agrarian in
nature, it was involved in long distance overland and oceanic trade and
increasingly relied on revenue from textile exports as much as from rural,
essentially agricultural, activities. Indeed, from the mid-seventeenth century
onwards the character of the empire became increasingly mercantilist and
linked with the international economy. The economic prosperity of the Mug-
hal Empire was heavily reliant on oceanic connections, though unlike the
Ottomans, the Mughals never commanded a substantial navy, a circumstance
that allowed Europeans gradually to gain control over sea-lanes of the Indian
Ocean.

South India

South India is too often slighted in historical accounts, in spite of its varied
and rich civilizations and its striking contributions to the subcontinent, in-
cluding major economic ones today. While glancing references have been
made to south India in the paragraphs above, the ones that follow aim to
provide some flow to its place in wider India’s history at the risk of disrupting
the overall chronological nature of this chapter.

Recorded history begins in south India as in the north, with the advent of
the Aryans. The process of Aryanization, spread over a long period of seven
to eight centuries, saw extensive interaction of south India with lands both to
the west and the east. The period of Mauryan Empire in the north was
accompanied and followed in the south by the rule of the Satavahanas
which lasted until the second century AD. Under the Satavahanas, Buddhism
flourished in the south, though Brahminism was favoured by most Satava-
hana rulers. Their kingdom was eventually partitioned between the Abhiras in
the northwest, Chutus in the south, and Ikshvakus in Andhradesa.>® From the
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mid-sixth century, for about 300 years the history of south India is that of
three major kingdoms in conflict with each other: the Chalukyas of Badami,
Pallavas of Kanchipuram (who have attracted the most attention from histor-
ians), and Pandyas of Madurai.®® The Pallavas were involved in naval warfare
(at a time of conflict with the Chalukyas) to support their ally, the King of
Sri Lanka; this interaction between Tamil Nadu and Sri Lanka was but a
continuation of past history and the future pattern of relations.®! This period
saw the settlement on the Malabar and Konkan coasts of Arab traders, who
kept the trade with the Roman Empire alive. These traders were welcomed,
given land for trading stations, and left free to practise their religion.®?

Around the ninth century, the Cholas emerged as the dominant power in
the south, introducing an era of impressive political, economic, cultural, and
artistic development. The Cholas aimed to establish trade supremacy on the
high seas and attacked an alliance between the Cheras and Pandyas to break
their monopoly on trade with West Asia, bringing Malabar under their con-
trol. They also sought to eliminate Arab competition in Southeast Asian trade
and launched an ambitious campaign against the kingdom of Shrivijaya,
a powerful maritime state that ruled the Malayan peninsula, Sumatra, Java,
and controlled the sea routes from India to China.®* The Chola monarchs sent
embassies to China and by the tenth century, merchants in China and south
India had established trading relationships.®*

However, by the latter part of the twelfth century, Chola ascendency had
begun to wane. The power of subordinate rulers in the Deccan increased as
central control weakened. Frequent military campaigns exhausted Chola re-
sources, and, coupled with a challenge from the Hoysalas in the west and the
Pandyas in the south, ultimately led to the fall of the Cholas in the thirteenth
century. The region continued to attract foreigners and during this period
Jewish traders established settlements on the eastern coast of Kerala for trade.
(Subsequent to the persecution of Jews in Europe in later centuries, some
would come to Kerala, already familiar from trading contacts.)®®

The collapse of Vijayanagar in the sixteenth century spelt the end of
the south as a separate political arena, with the period following it character-
ized by extensive warfare among numerous indigenous political entities of
the peninsula, culminating in the brilliant expansion of the Mysore state
of Haider Ali and Tipu Sultan.®® The warfare was exacerbated by the intrusion
of powers from outside the region such as the Marathas, the Mughals, the
Portuguese in the sixteenth and seventeenth centuries, and the French and
British in the seventeenth and eighteenth centuries.®” Despite the continuing
struggle for power, between the sixteenth and eighteenth centuries the region
lay at the core of an international textile trade, stretching from Southeast Asia
to Europe.®® Eventually, British power in alliance with Hyderabad ruled south
India and Mysore was absorbed as a princely State.
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Enter the Europeans

Even prior to the establishment of the Mughal Empire, the Portuguese under
Vasco da Gama had landed on India’s southwestern coast and had begun to
establish major settlements in Goa in 1510. Nevertheless, the Portuguese were
never able to consolidate a monopoly over Indian Ocean sea trade—the bulk
of the trade still being conducted by Arab and Gujarati merchant communi-
ties. Even in the latter half of the eighteenth century, Portuguese trading
outposts were considerably less important than the Mughal port city of
Surat. The Ottoman navy ensured that the Portuguese were never able
to close the Red Sea to Persian, Turkish, Arab, and Indian trade. Early on, the
English, who had succeeded the Portuguese as the major European sea power
in the Indian Ocean, were also supplicants of the Mughal Empire and could
only engage in trade with the permission of the Mughal emperor. The East
India Company, which was formed in 1600, had to obtain permission from
Emperor Jahangir to trade in India in 1619. But this was soon to change.

The Raj in India

Interpretation of the backdrop against which British domination of the Indian
subcontinent developed is much disputed. The period prior to the British
conquest of large parts of India was seen by nineteenth-century European
historians as a period of ‘anarchy between the age of Mughal hegemony and
the imposition of pax Britannica’.®® However, it is important ‘in any study of
India between empires not to confuse the erosion of power of the Mughal
court and army with a more general political, economic and societal de-
cline’.”® Indian politics in the eighteenth century were marked primarily by
decentralization rather than decline. The economy was generally buoyant,
driven by agriculture, inland trade, and urbanization. Decline in agricultural
prosperity due to interstate warfare in some areas of northern India, Punjab,
and Maratha-controlled territories was counterbalanced by extensive growth
in other regions such as Mysore under Haider Ali and Tipu Sultan. ‘States
exacted tribute from systems of agricultural commodity production that tied
villages to expansive networks of commercial mobility and exchange.’ It was
‘this vibrant “tributary commercialism” ... which made India look attractive
to European companies’.”!

The gradual dismantling of the Mughal successor states and replacement by
British domination began in the mid-eighteenth century. Until 1757, Euro-
pean traders had been forced to bring large amount of bullion into India, as
Indian cotton and silk products had a well-established market in Europe,
whereas no significant Indian demand existed for Western products. This
pattern of exchange began to evolve following the British conquest of Bengal
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between the 1750s and 1760s, when the East India Company, which had
initially approached India with a charter to trade, began to set up an elaborate
state apparatus to govern the appropriation of land revenue in its Indian
territories that was in turn invested in the purchase of products for export to
European markets.”? Thus the East India Company, an organization that had
originally been intended to accumulate profits from oceanic trade, came to
draw its basic sustenance from land revenue.”*

British involvement in India and eventually its appropriation of the sub-
continent as the crown jewel of its global empire is best viewed as an economic
project. From this perspective, British exploitation in India can be divided into
three successive phases.”* These phases often overlapped, with older forms of
exploitation never being entirely replaced but rather integrated into newer
patterns.”®

The first ‘mercantilist’ phase, from 1757 up to 1813, was characterized by
direct plunder and the East India Company’s monopoly trade. Surplus rev-
enues were used to purchase Indian finished goods (mostly from Bengal) at
below market prices for export to England and Europe.

The second phase of exploitation was marked by the establishment of a
classical pattern of colonialism, in which India had become a captive market
for manufactured goods from the metropolis while exporting, initially mainly
to it, a variety of raw materials, such as cotton, jute, tea, coffee, wheat, and oil
seeds. The patterns of trade had changed drastically with the Industrial Revo-
lution in England. Between 1813 and 1858 India was converted into a market
for Manchester textiles and a source for raw materials. Traditional handicrafts
consequently suffered a sharp decline. Between 1870 and 1914, India’s export
surplus was critical for Britain’s balance of payments, since growing protec-
tionism in America and Continental Europe made it increasingly difficult for
Britain to sell its manufactured goods in those markets, while it needed to
import a variety of agricultural commodities. The export of Indian raw mater-
ials to America and Europe was indispensable for financing Britain’s deficit
with them.”®

The third phase, beginning from the second half of the nineteenth century,
saw the establishment of finance-driven dominance through the export of
capital and the establishment of sizeable chains of British-controlled banks,
export-import firms, and agency houses. This period also witnessed a dramatic
increase in the so-called ‘country trade’ between India, the Eastern Archipel-
ago, and China, which had first set in towards the end of the eighteenth
century, bringing about a ‘commercial revolution’ in the Indian Ocean.””
These developments resulted in profound changes in the economic life of
lands bordering on the India and China Seas, from Basra and Mocha in the
west to Malacca and Canton in the east. The economic orientation of the East
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India Company underwent a number of far-reaching changes from the first
decades of the nineteenth century onwards.

The Charter Act of 1813 ended the East India Company’s monopoly of
trade with India due to pressure from a newly emergent industrial capitalist
class in Britain, which effectively advocated a doctrine of free trade in order
to sell products in Eastern markets. China tea now took the place of Indian
textiles as the Company’s most profitable item of trade. As in the case of early
British trade with India, the Chinese demand for British goods at the time was
negligible.”®

Though British goods did not find a market in China, a solution to Britain’s
negative balance of trade with China was found when it was discovered that
products of British India, mainly raw cotton and later opium, could find a
ready market in China. India’s resources were now used to finance British
investment in China and the purchase of tea and silk at Canton.”® After 1823,
opium replaced Indian cotton as the primary staple commodity in this trade.
A considerable part of the surplus of Indian revenues was sent to London
in teas from China.?® In 1830, the Auditor-General of the Company T. C.
Melville declared, ‘I am prepared to say that India does entirely depend upon
the profits of the China trade’.®' Until the 1920s, 20 per cent of India’s revenue
was generated through the opium trade. Amitav Ghosh speculates, ‘this ex-
port of contraband may have incalculably influenced the way the Chinese
perceive India’.®?

Throughout, land revenue remained the single largest source of income for
the British East India Company and then the Raj. Receipts increased between
1881 and 1901, despite devastating famines in 1890, due to high and inflex-
ible colonial demands for land revenue.®* Famines became a frequent feature
of life in colonial India, while the first seven decades of the eighteenth
century, the period prior to the establishment of British colonial administra-
tion, were remarkably free of famines. The great Bengal famine of 1770, in
which one-third of the population is thought to have perished, occurred soon
after the colonial conquest.

The bureaucratic foundation of the Raj

The Company relied heavily on two institutions of state in India. One was its
massive standing army and the other was the centralized civilian bureaucracy
in the last decades of the eighteenth century. Though formal control was to be
exercised by the Board of Directors of the East Asia Company in London, the
Governor General and his bureaucrats enjoyed considerable autonomy. Until
well into the twentieth century, the British government in India functioned
essentially as an autocracy of hierarchically organized officials headed by
the Viceroy in India and the Secretary of State (a member of the Cabinet)
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in London. Parliamentary control from the metropolis was by and large
theoretical 3

In spite of a patina of benevolence, on occasion combined with talk of
trusteeship and training towards eventual self-governance, the Raj was
in reality uncompromisingly white, authoritarian (particularly after the 1857
uprising), and driven by economic considerations for the benefit of Britain.
It existed primarily to safeguard colonial exploitation of India’s economic
and human resources. All higher levels of administration were occupied
by Europeans, who held all but sixteen of the 900 posts in the Indian civil
service in the early 1880s.5°

The British Indian Army

The British government in India relied heavily on an army that it frequently
employed in campaigns outside India in order to crush resistance movements
and consolidate control, such as: the 1882 campaign by Prime Minister Glad-
stone in Egypt; the campaign against the Mahdi and his movement in Sudan
in 1885-6 and again in 1896; and the ‘Boxer war’ in China in 1900. Army
expenditure accounted for 41.9 per cent of the Indian Government budget
in 1881-2 and rose to 51.9 per cent by 1904-5.%¢

British military policy provides a number of insights into the nature of
colonial rule. After the shock of the rebellion of 1857, the army became one-
third white, with a European monopoly over artillery. The Indian sector of
the army was equipped with inferior weaponry and was strictly divided along
religious and ethnic fault lines, an approach that Sir John Strachey described
as a ‘policy of water-tight compartments...to prevent the growth of any
dangerous identity of feeling from race, religion, caste or local sympathies’.%”
Or, as Sir Charles Wood, the second Secretary of State, put it in 1862: ‘I wish to
have a different and rival spirit in different regiments, so that Sikh might fire
into Hindoo, Goorkha into either, without any scruples in time of need.’®®

From the 1880s onwards, an ideology of ‘martial races’ was strictly
adhered to under Lord Roberts. Men belonging to particular racial and ethnic
communities in India were said to be better suited for soldiering than others,
which justified the large scale recruitment of Sikhs and Gorkhas, religiously
and ethnically relatively marginal groups who were therefore less likely to be
affected by mainstream nationalism.®’

Similar divisions were encouraged among the civilian population and
especially among Indian elite groups, predominantly along religious lines
but in many cases along the lines of caste or regional identities. This was
partially the result of deliberate efforts by the British administration, with
consequences that echo in Indian society and politics up to this day.
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The introduction of elected municipalities with separate electorates in-
creased tensions between Hindus and Muslims and forced community leaders
to cultivate a constituency among their own religious community. On the
whole, colonial administrators regarded communal divisions as politically
useful, though at times tensions between religious communities could also
pose law and order challenges. Secretary of State Hamilton'’s confidential letter
to Lord Elgin in May 1897 typifies British attitudes in this regard:

Iam sorry to hear of the increasing friction between Hindus and Mohammedans in
the North West and the Punjab. One hardly knows what to wish for; unity of ideas
and action would be very dangerous politically, divergence of ideas and collision
are administratively troublesome. Of the two, the latter is the least risky, though it
throws anxiety and responsibility upon those on the spot where the friction
exists.””

Meanwhile, the economic drain of wealth from India to Britain, as well as the
disruption by the British of Indian cultural traditions, helped fuel the rise of
nationalism among Indians, as did British racism.”* Racial discrimination and
brutality could on occasion unite higher and lower classes of native society
across lines of religion and caste in a shared sense of injustice. The upper
echelons of native society frequently encountered discrimination and barriers
to promotion in jobs or professions for which they were often well qualified.
Compartments of railways and steamers were often reserved exclusively for
Europeans. For the less privileged, racism often took on cruder shapes in the
form of outright physical violence, sometimes in the guise of ‘shooting acci-
dents’, with European-dominated courts usually awarding insultingly light
sentences to the offenders.”* Colour played a crucial role in uniting white
businessmen in India against potential Indian competition. Innumerable
personal and ‘club-life’ business ties existed between white businessmen and
government officials in India. As Lord Curzon pointed out in a speech at
Barakar in 1903: ‘My work lies in administration, yours in exploitation; but
both are aspects of the same question and of the same duty.”*

Anti-colonialism, the 1857 uprising, and the birth of nationalism

In 1857, a large-scale military mutiny and civilian uprising seriously chal-
lenged colonial rule in India. Colonial officials and historians have described
the events of 1857 as a sepoy mutiny,”* whereas Indian nationalist historiog-
raphy has often referred to them as ‘the first war of independence’. It was both.
The revolt was clearly infused with a sense of patriotism, often regionally
focused, and aimed at putting an end to colonial rule. Whereas earlier cases
of military and civilian revolts had largely been uncoordinated and localized,
the 1857 uprising for the first time saw the convergence of multiple strands of
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resistance. Discontented landed magnates across north India and peasants,
tribal communities, as well as artisans, labourers, and rebellious policemen
joined forces. The agrarian revolts were thus multi-class in character and at
times influenced by religion. Though Hindu religious sentiment did not play
a significant role in the rebellion, Muslim religious millenarianism was a
constant and crucial factor. However, while many Muslim leaders called for
a Jihad against the colonial government, insurgent leaders took care to pre-
serve Hindu and Muslim unity and to emphasize the common threat faced by
both.”

Though the revolt enjoyed a wide social base, it eventually failed for a
number of reasons. Rebel forces were not quick enough to attack British troops
advancing from Punjab and further failed to consolidate their control over
liberated zones by establishing their own administration that the population
could have viewed as legitimate and deserving of support. Furthermore, the
politics of the revolt reflected inter-Indian rivalries. Hyderabad, for instance,
did not throw its full weight behind the revolt, as it had no interest in seeing
rival Maratha power re-establish itself in its immediate neighbourhood.”®

It took fifty million pounds—and hideous brutality—to quell the mutiny
and the Fast India Company was abolished in its aftermath. India now came
under the direct governance of the crown in Britain. Rather typically of India’s
fate under British influence and then rule, the cost for suppressing the 1857
uprising was included in the Indian debt, which the new crown Raj had to
pay back to London as part of its annual Home Charges.

However, these events were pregnant with consequence, some positive, as
Ramachandra Guha makes clear:

To focus on the Raj simply as a vehicle of economic exploitation is one-sided. As
Karl Marx pointed out, while the British conquered India through the vilest
of motives, they were yet an unconscious tool of history in waking up a moribund
civilization. They gave us a wake-up call which was salutary. Indian traditions of
nationalism and social reform were a direct product of the provocations and
challenges of colonial rule.””

Anti-colonial mass mobilization and the emergence
of nationalism

The 1857 revolt saw then the convergence of diverse elements of resistance to
colonial rule and the emergence of anti-colonial consciousness among broad
sections of India’s population.

In the past, in discussing the history of anti-colonialism and Indian nation-
alism, disproportionate attention has often been accorded to the workings of
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the Western-educated elite. However, anti-colonialism and nationalism in
India always had a highly pluralistic character and meant different things
to different people. Indeed, the formation of an overarching Indian national
movement always had to contend with the need to incorporate a variety of
religious communities and linguistic regions and to accommodate a number
of contradictory impulses under its umbrella.

While subaltern anti-colonialism clearly predated attempts at mass mobil-
ization against British rule led by urban elites,”® educated Indians had been
forming political associations at regional levels and the Indian National Con-
gress (INC), initially an association of city-based professionals, came into
being in 1885.

Until 1920, the Congress remained the preserve of educated groups, pre-
dominantly high-caste Hindus.”® They alone were equipped to engage with
the Raj within the existing channels of political manoeuvre and they alone
were sufficiently qualified to profit from concessions to place and power in
government service or Legislative Councils. '

Early INC leadership was moderate in its aims and dedicated to advancing
its claims through the path of petitions, with the primary aim of greater
Indianization of the administration. On the economic front, it developed a
critique of a wide spectrum of colonial policies, ranging from the devastating
famines brought about by colonial taxes, to the use of indentured Indian
labour at home and on plantations overseas.

Only modest success attended these early attempts to extract concessions
from the colonial administration, and by the mid-1890s a new generation of
nationalists began to question the moderate approach and call for more
assertive measures. The following years saw the beginning of ‘no-revenue’
campaigns and protests directed against countervailing excise duty imposed
on Indian cotton in 1896. The period also saw the first targeted assassinations
of colonial officials.

The controversial partition of Bengal in 1905 provided further fuel for
various strands of Indian resistance, provoking the beginning of the swadeshi
(own country) movement, which emphasized the boycotting of British-made
goods in favour of Indian ones. The move to partition, a prelude to the 1947
creation of Pakistan and the 1971 emergence of an independent Bangladesh,
was aimed at dividing the population along religious lines, since the professed
objective was to create a separate Muslim majority province in eastern Bengal
with Dhaka as its capital.'°® Due to widespread agitation, the partition
of Bengal had to be annulled by 1911 and the British shifted their capital
from Calcutta to Delhi, partly in order to operate from a less hostile political
environment.

The agitation against the partition of Bengal served to unify moderate and
extremist strands around a common cause. The mass nationalist movement
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that had begun to take shape towards the very end of the nineteenth
century gained considerable momentum in the 1920s due to the social and
economic dislocation brought about by the First World War, during which
Indian manpower and treasure were critical to the British endeavour. The war
had impacted upon Indian lives through massive recruitments, heavy taxes,
and often semi-compulsory war loans, as well as a sharp increase in prices. This
served to extend the national movement to business groups, large sections of
the peasantry, and industrial labour.

The war years had witnessed a massive plunder of Indian human and
material resources.'®* Large amounts of grain and raw material were extracted
and diverted in order to meet army needs. Defence expenditure increased by
300 per cent, bringing about significant changes in the entire financial struc-
ture of the Raj. Apart from land revenue and land tax, trade and industry
were significantly affected for the first time. It was this that drew large num-
bers of Indian merchants, companies, and business families to the national
movement. The post-war years thus saw a combination of growing grievances
with a new mood of self-confidence: ‘the classical formula for a potentially
revolutionary situation’.'®

In retrospect, the end of the Raj was largely ordained by the First World War,
which weakened Britain and brought about broad challenges to the earlier
world order and which also forced significant change on Britain’s imperial
arrangements in India.

Colonial policy towards Indian industrial development underwent change
due to financial demands from London and the realization that a certain
amount of Indian economic self-sufficiency was a strategic necessity.'* As a
result, the development of the Indian private sector accelerated and contrib-
uted to country-wide nationalist connections. The mass political awakening
of the post-war years also owed something to a worldwide upsurge of anti-
capitalist and anti-imperialist sentiment. Indian soldiers returning home
from campaigns in distant regions are likely to have carried with them a
sense of these international currents.'?®

It became increasingly difficult for the colonial state to service the needs of
the metropolis while at the same time meeting the political and economic
requirements of the administration of India. Furthermore, the Great Depres-
sion of the late 1920s and 1930s damaged India’s export surplus with the rest
of the world, through which the transfer of wealth from the colony to Britain
had been channelled.'®® Thus, in order to continue to transfer wealth from
the colony to the metropolis, Britain had to resort to tactics, including ex-
change rate manipulation, that favoured the requirement for the colonial
government to meet its obligatory home charges but resulted in British disin-
vestment within India.'®” The agrarian distress that ensued would prove to be

40



Anti-colonial mass mobilization and the emergence of nationalism

a major impetus to the mass movements of the 1920s and 1930s led by
M. K. Gandhi.

Gandhi returned from South Africa (where he had gained valuable political
experience through his organization of non-violent protests by South Africa’s
Indian expatriate community against racist policies) to India in 1915 at a time
when the constitutionalism assumed by the moderate leadership in pursuit of
its demands for change had not been able to achieve any major concessions,
and methods of individual revolutionary violence and armed insurrections
during the First World War had been suppressed to a large extent.

According to Partha Chatterjee, it was ‘the Gandhian intervention in elite-
nationalist politics in India which established for the first time that an authentic
national movement could only be built upon organized support of the whole of
the peasantry’.'%®

Gandhian ideology and rhetoric situated themselves outside of the nation-
alist dilemma of the urban elite and drew political and moral authority from
a profound moral critique of colonial rule. In 1909, Gandhi published
Hind Swaraj (Indian Home Rule), which contained a strong critique not only
of British rule in India but of modern industrial civilization and the Western
conception of civil society as a whole. It was almost instantly banned
in British India. Gandhi’s critical evaluation of Western industrialism and
political institutions resonated deeply among large sections of Indians, ruined
as much by factories as by courts of law.'” Though some have interpreted
Gandhi’s utopian vision for society as a commonwealth of independent vil-
lage republics as little more than idealism, they have overlooked the potency
of Gandhi as an astute political strategist. He drew immense moral and polit-
ical authority from his critique of the Raj and it was this that assured success
for his nationwide mass agitations around strategic issues. Gandhism was a
powerful political weapon.

Widespread disaffection in the second decade of the twentieth century
provided Gandhi with a platform to launch his first ‘all India’ agitation. Initial
protests were based on opposition to the Rowlatt Act, which perpetuated
wartime ordinances into peacetime, and allowed Indians to be held without
trial. This agitation gained considerable momentum when it merged with the
Khilafat movement, the latter chiefly concerned with harsh conditions that
were to be imposed on the defeated Ottoman Empire and demanding that
the Turkish Sultan (Khalifa) should retain control over Muslim sacred places,
be left with sufficient territory to effectively defend Islamic faith, and that
Arabia, Syria, Iraq, and Palestine remain under Muslim sovereignty.''”
Though the Khilafat movement was ostensibly concerned with events that
occurred outside India and did not directly affect Indian domestic politics, it
effected the large-scale mobilization of India’s vast and highly diverse Muslim
community. Like the rest of India’s population, its Muslim community was
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divided along regional, linguistic, class, and sectarian fault lines and required a
pan-Islamic symbol for effective political mobilization. In its second phase,
to a large extent due to Gandhi’s efforts and political acumen, the movement
reached beyond the Muslim community to become an important symbol in
the struggle against imperialism. For Khilafat leaders, Gandhi’s support pro-
vided an essential link with Hindu politicians, without which any non-
cooperation movement and boycott of British institutions and products
would have been ineffective.''! For Gandhi, the support of Khilafat agitation
proved helpful in generating popular mobilization that transcended the
boundaries of religious communities.''?

The Rowlatt agitation of 1919 proved to be the largest anti-imperialist
movement India had witnessed since 1857 and it was met with brutal repres-
sion. On 13 April 1919, an unarmed crowd of villagers that had gathered in
Jallianwallah Bagh in Amritsar was fired upon by British soldiers under the
command of General Dyer, killing 370 and injuring more than 1,200 men,
women, and children. The Jallianwallah Bagh massacre inspired a yet more
fervent nationalist response.

The non-cooperation movements led by Gandhi were accompanied by
widespread labour unrest and peasant movements occurring between 1919
and 1922, independent of Congress politics.''* However, at its height the
non-cooperation movement was abruptly called off by Gandhi after twenty-
two policemen were killed by angry peasants at Chauri Chaura in Gorakhpur
district. His decision was deeply resented by the Congress leadership and in
the following years, Hindu-Muslim unity at the height of the Khilafat move-
ment gave way to increased tension and cases of violence between religious
communities. Its aftermath saw the rise of religiously informed identity pol-
itics among Muslims and more aggressive forms of religious nationalism by
Hindu organizations. The antecedents of these developments doubtless in-
clude the granting of separate electorates by the British for Muslims in 1909.
Thus, the 1920s saw a splintering of the nationalist movement into various
strands. However, it is important to remember that unlike in Europe, where
concepts of nationalism had been inspired by the Enlightenment and Roman-
ticism and had thrived in an economic environment of industrial capitalism
to gradually transform dynastic empires into democratic nation states, nation-
alism in Africa and Asia was essentially a product of anti-colonial resistance
movements. Unlike in Europe, sovereignty was not conceptualized as central-
ized absolute power, but rather as in the Mughal Empire and many Indian
ruling structures, shared with the periphery. Borders were often porous and
‘generalised cartographic anxiety over territorial possession’ was new to the
area and was spread only through colonialism.''* Nevertheless, once religious
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communities as political entities came into being, this cartographic anxiety
was bound to become a constant feature of politics in the subcontinent.

In 1930, the global depression and profound economic crisis provided the
basis for a revitalization of the mass nationalist agitations and the launching
of Gandhi’s Civil Disobedience campaigns. However, a wide range of conflict
along the lines of class, caste, and religious communities also gained strength.
In 1930, Gandhi selected the tax on the indigenous production of salt as
a platform for yet another nationwide agitation and undertook his famous
salt march to the coast of central India, triggering large-scale boycotts of
British goods and institutions.

Gandhi had been invited to attend a ‘Round Table’ conference touching on
India’s future in London, but upon his return without substantial concessions
from the British, the Civil Disobedience movement was resumed in 1932 and
was once again met with extreme repression by the colonial administration.
The hostility and condescension of some of the UK’s elite for India and
Indians during the first half of the twentieth century, even as India’s eventual
independence loomed, is encapsulated in Winston Churchill’s famously vis-
ceral dislike of the country, its people, and its traditions.'!®

The beginning of the Second World War saw unprecedented economic
intervention by the British and the diversion, once more, of Indian resources
to finance Britain’s war effort. Serious shortages developed and prices for
essential commodities soared. Large-scale deprivation resulted. Most dramat-
ically, in Bengal a devastating famine occurred in 1943-4 in which between
3.5 and 3.8 million people starved to death in one of the most catastrophic
and least publicized hecatombs of the era. According to recent research, no
significant decline in aggregate availability of food had occurred in the prov-
ince. The high rate of mortality was caused by a severe decline in exchange
entitlements of vulnerable social groups and the striking absence of relief
measures.' '

In 1942 Gandhi issued a more radical resolution for the British to Quit India
and in a sharp contrast to his earlier stance, stated in an interview that he was
‘prepared to take the risk of violence’ in order to end ‘the great calamity of
slavery’.''” The Quit India movement overshadowed the agitations of the
1920s and represented the largest uprising in India since 1857, no less signifi-
cant for being civilian. Since the entire top leadership of Congress had been
imprisoned, the movement was led and coordinated by lower-ranking Con-
gress leaders (who were often of a decidedly socialist bent). In a number of
districts, British administration collapsed. A significant political development,
though one of only limited military consequence, was the creation in 1942 of
the Indian National Army, allied with Japan and dedicated to ending British
rule in India.
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The political unity of the remarkably successful Quit India movement
degenerated into serious divisions among Indian political actors over the
political dispensation after independence. Mistrust and tensions grew be-
tween Congress and the Muslim League, intermediated erratically by the
British colonial administration (which in hindsight seems also to have inten-
tionally created and even encouraged the growing difference). A series of
intrigues, policy initiatives, and misfires led to the partition of India along
professed religious lines in 1947 at the time of independence, producing
one of the most cataclysmic events of the twentieth century. An estimated
three million Hindus, Sikhs, and Muslims lost their lives in the violence that
ensued. Nine million Hindus and Sikhs were displaced from the region
that was to become Pakistan and an estimated six million Indian Muslims
migrated to Pakistan. These circumstances were particularly unhappy ones as
India sought to assume a leading place at the international level; and their
sequelae, notably in Kashmir, would bedevil Indian foreign policy in subse-
quent decades.

India’s foreign relations, while controlled completely by Britain, had in-
creasingly assumed an Indian face since the Versailles peace conference of
1919, at which London was successful in securing a seat for (British) India—
in effect providing Britain with a second seat—occupied by the elegant
but submissive Maharajah of Bikaner, while Indian nationalists, clamouring
for access, were kept at bay from the meeting.''® This led on to Indian
membership in the League of Nations (where India’s delegation was headed
by a succession of Britons) and to founding membership of the United
Nations even before India’s independence. Britain also included Indian offi-
cials in some of its key diplomatic institutions, notably its embassy in
Washington, where Indian economic interests were recognized as relevant.''®

The following chapters will address the emergence of an independent In-
dian foreign policy under Jawaharlal Nehru (long a leader of the INC at
Gandhi’s side, although one with a distinctly more patrician background
and outlook), how it was influenced by India’s earlier history and the colonial
era, and how some steps adopted under colonial rule to provide India with an
international identity, albeit largely self-serving ones for London, had pre-
pared the ground for India’s emergence as a meaningful player in global
diplomacy.

Conclusions
This chapter has sought to highlight the proposition that today’s concept of
India is not timeless, static, and self-evident. In contrast, it is a product

of historical processes, whether with regard to its geographical boundaries,
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broad political and economic structures, or social categories such as caste and
religious identity that continue to have great political import. In interpreting
Indian politics, it is helpful to keep the historicity of political categories in
mind. Often social and political forces that disguise themselves as traditional
are as new and as much a product of modernity as those that self-consciously
and overtly assert their modernity. Contending interpretations of the past are
a decisive factor in virtually all current political debates especially with regard
to economic and also foreign policy.

Thus, India’s self-interpretation, its current borders, and its foreign policy
preferences, while influenced by previous avatars, cannot be said to descend in
a straight line from ancient history. India’s borders, particularly in the north,
were subject to constant shifts as migrant populations drifted into the region
and foreign conquests occurred. Today’s dominant religions and philosophies
in India, some indigenous while others not, represent a very different mix
than they would have one, two, or three thousand years ago. Likewise, the
ethnic mosaic of India has undergone constant change. India’s civilizational
influence within Asia, from antiquity onwards, notably through the spread of
both Buddhism and (on a lesser scale) Hinduism, and in many other fields
through Persia onwards to the Middle East, has been vast and manifold.

Modern, independent India thus constitutes the core of a region that has
interacted with the rest of the world for millennia, extending its cultural,
intellectual, and religious influence far and wide, particularly to the east.
‘Indianness’ is instantly recognizable the world over. Indian trading commu-
nities have settled the world over, including along most of Africa’s coastline
and in the Americas, greatly enriching the make-up of many countries. The
British gave India a new territorial unity. Gandhi and others in the national
movement imparted a modern purpose to the people of India that continues
to evolve in the twenty-first century.

Its colonial experience did much to diminish India relative to its standing
in earlier eras. Its economy failed to progress during the two decisive centuries
of British dominance, with the industrial revolution nearly entirely bypassing
it, by design of London. India’s economy represented only a fraction of the
relative weight in the global economy in 1947 that it had two centuries
earlier.'*°

Not surprisingly, this legacy, in spite of the success of the Quit India move-
ment, left the newly independent state, still smarting from partition, looking
for fresh approaches and new departures to establishing an international
personality, and harbouring a deep, if sometimes suppressed, distrust for
Great Britain (and by extension, much of the West, epitomized by the USA).
At the same time, Indians have tended to be generous in their assessment of
the more beneficial features of a Raj never primarily designed in their interests.
They appreciate the institutions of governance, not least the Westminster
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parliamentary system, and the independent judiciary, bequeathed to them by
the British even as they register the enormous economic depredations of the
colonial period.

Partition was to haunt India well into the future, complicating its relations,
beyond Pakistan, with many other Muslim countries and also, to a degree,
with its own Muslim communities. Further, the distrust of London, and by
extension Washington and other Western capitals, combined with Nehru’s
choice of a broadly socialist model of economic development, precipitated
India into an alliance with Moscow, an economic and foreign policy orienta-
tion that had turned into a dead end by the late 1980s, as ensuing chapters will
explore.

In spite of these challenges, India’s centrality in the South Asian subcontin-
ent, its tradition throughout a very long history of engagement with the
outside world and mostly of hospitality to inflowing populations (as today
with Nepalis and, to a lesser extent, Bangladeshis moving into India in large
numbers) have made it a naturally prominent, if not yet a central actor
in international relations, with the prospect of emerging in decades ahead as
a defining power of the twenty-first century.
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India’s Contemporary Security Challenges:
More Internal Than External?

India faces numerous contemporary security challenges, mostly internal, and
this is nothing new. Given that domestic politics play a major role in deter-
mining which security challenges Indians believe to be the most pressing,
this chapter, alongside the immediately following one (on the economic
dimensions of Indian foreign policy), lays emphasis on internal factors in
shaping Indian foreign policy post-independence. In order to grasp the rela-
tive weight of today’s security challenges, this chapter first traces the evolution
of India’s domestic politics and foreign policy since independence. It then
discusses various domestic, regional, and global security challenges relevant
to India today, and concludes by re-examining the historical trend to deter-
mine if India is likely to manage these challenges effectively, as it negotiates its
rise to great power status in the foreign policy sphere.

Historical overview: from preacher to pragmatist

India’s journey from 1947 till the present day, both in terms of foreign policy
and domestic politics, can be seen as a transition from idealism under Nehru,
through a period of ‘hard realism’ (or realpolitik) lasting roughly from the mid-
1960s to the mid-1980s (coinciding with the dominance of the Indian polit-
ical scene by Indira Gandhi) to economically driven pragmatism today. These
three phases provide an artificial but perhaps useful shorthand (doing little
justice to the complexities of Indian policymaking) for understanding the
significance of some of the changes India has witnessed, while also highlight-
ing elements of continuity.
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1950s and 1960s: unified idealism

The first period, from independence onward through the 1950s and 1960s,
was a period in which India’s foreign policy stance was framed for inter-
national consumption as one of some idealism. Simultaneously, Nehru
tackled the tremendous domestic challenges of cohesion and economic revit-
alization that the British Empire had left as a ticking time bomb of a legacy.
The Congress under Nehru, while adhering to democratic practice, essentially
enjoyed one-party dominance at home and represented a more or less unified
foreign policy ideology to the world, although the domestic political scene
was a lively one with several Congress titans astride the political scene even
after Mahatma Gandhi’s assassination in 1948, and the Communist Party
posing serious regionally-based challenges at different times (still reflected in
its present-day strength within the important states of West Bengal and
Kerala). Within India, the Congress was viewed as the architect of the freedom
movement, and hence appealed to a large middle ground of interests and
values that coalesced around its project of state nationalism.' Internationally
too, Nehru chose the middle path of non-alignment in the bipolar order of the
Cold War, arguing that India would have to ‘plough a lonely furrow’.? Indian
foreign policy of the time seemed moralistic to outsiders, defining the national
interest as congruent with ‘world co-operation and world peace’.® It was
defended as ‘the only honourable and right position’ for India.*
Decision-making, in the Congress Party and hence in the government, was
centralized in the office of the Prime Minister. Especially after the deaths of the
great domestic politician Sardar Vallabhbhai Patel in 1950 and of the framer of
India’s constitution, B. R. Ambedkar, in 1956, Nehru increasingly relied on his
own instincts in confronting internal challenges as he had all along in for-
mulating foreign policy.> Although Nehru extensively debated the ideological
moorings of India’s foreign policy in Parliament and other public arenas, the
Ministry of External Affairs maintained a monopoly on information, resulting
in scant public scrutiny and accountability of its policies. In any event, the
domestic challenges facing the country were such that few leading national
figures wasted much time on the country’s international relations and profile.
India’s cohesion was severely tested not only by the fall-out of a murderous
partition in 1947, but on its heels by the Kashmir crisis, the resistance of
several princely states, notably Hyderabad, to joining the Indian union, and
some left-over business with respect to decolonization (managed elegantly by
France, which negotiated the return of Pondicherry and other minor depend-
encies to Indian sovereignty, and less so by Portugal, which had to be militar-
ily expelled from Goa in 1961). Even language politics threatened the Indian
Union when the state of Tamil Nadu threatened secession rather than con-
template the imposition on it of Hindi as the national language of India—in
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due course winning its point. Above all, as documented in the next chapter,
India’s poverty proved the greatest burden passed on to independent India
by the colonial era, producing many political implications, real and appre-
hended.

India’s international actions during this period were consonant with its
domestic situation and foreign policy outlook, though India’s posture regard-
ing various international crises (Indochina, Hungary) was seen by the US-
dominated West as inconsistent with its purported idealism. The dissonance
was aggravated by the brilliant but often grating (to Western ears) sermonizing
of Nehru’s preferred envoy and latterly Minister, V. K. Krishna Menon.® Wher-
ever possible, India took sides with other ‘Third World’ countries against
imperialist forces of the West, and eschewed those multilateral arrangements
that seemed to compromise this objective.” This policy of international inde-
pendence, eventually indistinguishable from that of ‘non-alignment’ (even
though Nehru had not warmed to the latter concept early on), was followed
until external events in the form of Chinese aggression in 1962 compelled the
Indian establishment to face the realities of power politics in the international
system. Even so, upon Nehru’s death, Lal Bahadur Shastri upheld India’s
‘moral duty’ to eradicate colonialism and imperialism.® Subsequently, having
weathered further storms, notably an attack by Pakistan in 1965 and another
leadership change in 1966, the domestic scene evolved with splits soon sun-
dering earlier Congress unity, ushering in a new era of Indian foreign policy
as well.

1970s and 1980s: intermittent realism

The general election of 1967 was a watershed for India’s domestic politics,
marking the beginning of the decline of Congress hegemony. The centralized
nature of authority within the Congtress party and within government, further
complicated by the growing antipathy between the government and the
Congress party organization, had left little room for the articulation of re-
gional interests in the political system. As a result, the Congress won the 1967
elections, but with a much narrower majority than ever before. It lost control
of eight state governments as regionally based actors started to gain signifi-
cance. The following two decades were characterized by ‘the politics of exit’,
whereby new regional parties were formed by groups breaking away from
Congress.’

After Nehru's daughter Indira Gandhi came to the helm in 1966, the
Congress party by 1969 split into two factions under the government
and the party organization respectively. In August 1970, Mrs. Gandhi made
a speech at a Congress seminar where, while paying tribute to her father’s ideal
of non-alignment, she asserted that the problems of developing countries
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needed to be faced ‘not merely by idealism, not merely by sentimentalism, but
by very clear thinking and hard-headed analysis of the situation’.'® This
marked the growing realization that India’s interests could not be fully pro-
tected by its averred international stance.

Domestically, Mrs Gandhi used every method possible—constitutional and
unconstitutional—to centralize power and to bring state governments into
line. For the latter purpose Article 356 of the Indian Constitution, allowing
the centre to suspend state governments in case of constitutional crises, was
increasingly used for political ends. The Sarkaria Commission reports that
until 1969, this provision had been used on only twelve occasions (generally
in truly chaotic circumstances), but was invoked thirty-nine times between
1970 and 1987.'" It is a tribute to the roots developed by Nehru’s democratic
outlook that the damage to the democratic process inflicted by the Indira
Gandhi government, reaching its nadir during the Emergency years (1975-7),
was rewarded by a massive electoral defeat in 1977. As a result, the Congress
party split again in 1978.

On the international stage, the realist turn engineered by Mrs. Gandhi
in Delhi was evident as it veered away from non-alignment towards alignment
with the Soviet Union, marked by the Indo-Soviet treaty of 1971, a few
months ahead of India’s military intervention in the Bangladesh War, allow-
ing India to shatter Pakistan and halve its size and weight: the first proactive
military intervention by India in a neighbouring country (although it was
justified publicly by Pakistani atrocities and the influx of Bangladeshi refugees,
which had aroused growing international concern). Subsequently, in 1974,
India conducted its first nuclear test. In 1975, India intervened during internal
unrest in Sikkim (that it had encouraged) and incorporated it into the Union.
During this period, India, hitherto thoroughly committed to the Arab world,
also began to adjust its view of West Asia with a clandestine visit of the Israeli
Foreign Minister during the brief stint of the Janata government following
Mrs Gandhi’s electoral defeat.

On the home front, an unproductive mix of military and political strategies
was deployed to counter the growing agitations in Kashmir, Punjab, and
Assam. The Sikh Free Khalistan movement seeking the independence of
Punjab, which had been met with fierce opposition by Delhi domestically
and internationally, eventually claimed its most famous victim when Mrs.
Gandhi was assassinated in 1984 by her Sikh bodyguards, a shocking event
that triggered a massive anti-Sikh pogrom in Delhi that claimed up to 2,000
lives. Mrs. Gandhi’s assertive style was reflected in Delhi’s approach to the Sri
Lankan crisis of the mid-1980s under her son, Rajiv Gandhi, who succeeded
her as Prime Minister.

In sum, this era dominated by Indira Gandhi was characterized by lip service
to anti-imperialism, Third World solidarity, and non-alignment abroad, and
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secularism, democracy, and socialism at home. However, in both spheres,
there was a marked drift in practice toward power politics, in spite of which
Mrs. Gandhi remains a tremendously popular, indeed iconic, figure within her
own country, remembered more fondly by many Indians than the historically
more remote Nehru and Gandhi, who are more admired than loved.

1990s and onward: the birth of pragmatism

The year 1991 was a significant turning point in Indian politics, economic
orientation, and foreign policy. It coincided with the collapse of the post-
Second World War world order characterized by Cold War confrontation
between West and East blocs, giving way to new configurations. The Gulf
War that year witnessed the geostrategically significant and economically
motivated invasion of one non-aligned country by another. In India, over
four decades of socialist economic policy and poor fiscal management cul-
minated in a severe balance of payments crisis. Serious political stress had
resulted in three governments in quick succession at the centre between 1989
and 1991. The Mandal Commission in 1980 had brought to light the failures
of the state in creating equitable development and unleashed powerful forces
for social change. In 1989, the minority government of V. P. Singh sought to
implement some of the commission’s recommendations involving affirmative
action for ‘scheduled castes and tribes’ and ‘other backward classes’, resulting
in considerable political tension. Shortly thereafter, during the 1991 national
election campaign, the Tamil rebels that India had shown sympathy for in Sri
Lanka assassinated Rajiv Gandhi, the former prime minister who had sent
Indian forces to the island state.

The beginning of the decade ushered in a new era of pragmatism for India,
domestically and internationally. Most pretensions to idealized conceptions
of India’s society, polity, and role in the world were gradually discarded,
although reaction against these changes remained lively.

The most remarkable feature of the new ordering of the domestic sphere was
the growing pragmatism of political parties, which were compelled to engage
in electoral alliances, more often ones of convenience than of ideological
sympathy. Alliances were critical for the ascendent Bharatiya Janata Party
(BJP), until then the political wing of a relatively marginal cabal of Hindu
nationalist organizations, in expanding its geographical base beyond north-
ern India. For the Congress, the days of its national dominance were a distant
memory. Although as late as 1998, Sonia Gandhi publicly stated that the party
would not form any alliances, by 2001 it had bowed to the exigencies of
the new politics and joined with other parties in state-level alliances and
sometimes governments in which it was not even a senior partner, for ex-
ample in Tamil Nadu and in West Bengal.'? In 2004, the Congress’ victory in
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the national elections hinged entirely upon its ability to form coalitions with
regional and identity-based parties. Although the Congress secured a more
comfortable minority share of Union parliament seats in the 2009 election, it
still fell far short of being able to form a government by itself, resorting again
to coalition arrangements.

The change in outlook for political parties ran deeper than the expediency
of alliances. At times it drew on conflicting interpretations of national iden-
tity. The BJP, in its successful bid at forming a national coalition government
in 1998, chose to contest the election on a platform of development
and governance, not its religious nationalist ideology of Hindutva, though
many of its members remained committed to a Hindu nationalist ideology
at variance with independent India’s mostly secular past. Indeed the media
repeatedly reported the growing rift between the Sangh Parivar institutions
(the ‘family of organizations’ attached to Hindutva) and the BJP as a political
entity. The Communist Party of India (Marxist), for decades a bitter opponent
of Congress hegemony and policies, in 2004 chose to come out in support of
the Congress-led coalition (albeit ‘from the outside’), forming with it a loose
alliance. Even identity-based parties learned to downplay at times their ideolo-
gies and local loyalties in the quest for political power, as was evinced repeat-
edly in the politics of Uttar Pradesh, where caste issues were manipulated
in every conceivable way.

The ideological unmooring of the domestic sphere was reflected also in the
international arena. Completing a process that had begun in the time of Indira
and Rajiv Gandhi, India shed its non-aligned and anti-Western ideologies in
favour of a pragmatic foreign policy. In stark contrast to the Nehruvian
years during which India achieved considerable status in the international
sphere with barely any achievements on the domestic front, chiefly by taking
the moral high ground in foreign affairs, post-1990 India was no longer as
convinced of its moral uniqueness and began to think of itself as a nation like
several others in the quest of greater power. This favoured the normalization
of traditionally antagonistic relationships with neighbouring countries, a
greater commitment to international institutions that might legitimize its
emerging power status, a positive approach to relations with the world’s
remaining superpower, and, importantly, greater focus on national defence,
including in the nuclear sphere.

These shifts in India’s foreign policy manifested themselves in various ways,
including better relations with China; India’s ‘Look East’ Policy (launched
in 1992) aimed at improved relations with Asia and subsequent involvement
with the Association of South East Asian Nations (1995 onwards); the nuclear
tests at Pokhran (1998); India’s relationship with Israel (after diplomatic rela-
tions were established in 1992) and simultaneously enhanced-energy diplo-
macy with West Asian countries; acquiescence in the US nuclear missile
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defence programme (2001); support for the US invasion of Afghanistan
(2002); the Indo-US nuclear agreements of 2005 and 2008; and India’s votes
against Iran at the IAEA, all examined later in this volume. The relationship
with Pakistan remains vexed, particularly since the potentially dangerous
Kargil war of 1999 and with Pakistani stability faltering worryingly at times.
Thus, Indian foreign policy in the twenty-first century is characterized by
a marked shift towards pragmatism and a willingness to do business with all,
resembling in none of its important specifics that of Indira Gandhi in the mid-
1970s, and even less that of her father in the 1950s and 1960s. This radical
change paralleled the change in domestic Indian politics sketched above.

Contemporary security challenges

The manner in which India’s international relations evolved assisted India in
creating higher levels of economic growth and earning greater global influ-
ence. However, India still grapples with a number of important security and
political challenges at home, in its region, and globally. On the domestic front,
while the opening up of the political space to new social groups has deepened
democracy in India, it has also led to severe political fragmentation and often
creates obstacles to effective policymaking. India’s region is fraught with
security threats arising out of unstable, often weak states such as Pakistan,
Sri Lanka, Nepal, Bangladesh, Myanmar, and Afghanistan, a near-neighbour
in which India is much invested."? Further afield, India could serve as a pivot
in a new triangle (much promoted by geostrategic commentators) involving
the USA, China, and India. Beyond the sphere of enjoyable geostrategic
speculation, India has in recent times benefited from cooperation with the
USA, while it grapples with perennial potential security threats emanating
from China. India’s regional and global security concerns are reflected in
its policies relevant to military modernization, maritime security, and nuclear
policy. But domestic security concerns overwhelmingly predominate.

Domestic security challenges

The central aim of post-colonial India’s national project has been the accom-
modation and management of the country’s extreme heterogeneity. Diversity
is the dominant characteristic of Indian society. Over the centuries, India has
been home to innumerable ethnic groups, various cultures, and followers
of all the major world religions. Due to Hinduism’s assimilative tendencies,
the broad cultural trend has been one of coalescence and accommodation,
often manifested in religious syncretism. However, the Hindu practice of
stratification by caste has played a major role in creating social cleavages in
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modern India that the state has been at pains to eliminate. The politicization
of differences over how a prosperous, socially progressive democracy is to be
achieved in modern India has produced or exacerbated a number of security
challenges. Similarly, the political rise of Hindu nationalism, or Hindutva,
since the 1990s has also raised questions about India’s identity as a secular
nation, at times producing inter-communal clashes, terrorist acts (and retali-
ations), and other forms of upheaval. While Hindutva’s appeal today seems to
be waning, circumstances could conspire to revive its success in years ahead
with unpredictable consequences.

The heterogeneity of Indian society is to a great extent mirrored in
the nature of its polity, which is deeply fragmented. After two decades of
post-independence Congress-dominated government, in the years following
Nehru's death, regional actors began to assert themselves against the excesses
of the centre, and eventually mobilized in order to gain access to the resources
and power of the state. Differences simmered through the 1970s and 1980s,
ultimately boiling over and ushering in an era of coalition governments
and political instability from the late 1980s onwards, including a tumultuous
period when the nation endured seven successive coalition governments
at the centre in the span of just ten years (1989-98). The 1990s also saw the
rise of ‘identity politics’ in which identity, be it of caste, religion, or region, is
equated with interest and so projected into the political sphere.*

The gradual shift to a more market-based economic policy (or, as Atul
Kohli has argued, a pro-business approach) in the 1980s and the liberalization
of India’s economy precipitated by the balance of payments crisis of 1991 have
resulted in high levels of economic growth in contemporary India, although
poverty, particularly rural poverty, remains a major problem, with hundreds of
millions of Indians adversely affected.'® India’s growth is driven primarily by
the services sector (software and information technology in particular),
though private-sector manufacturing has also revived significantly. Although
a majority of the Indian population is engaged in agriculture, the sector does
not enjoy significant growth and suffers from low productivity. Although
poverty levels have fallen in the last two decades,'® economic inequality is
on the rise (as elsewhere in the world, including in communist China), but a
confounding trend for socially conscious Indians.'” The uneven nature of
development has resulted in significant imbalances between social groups
and regions, with potentially destabilizing future consequences.

POLITICAL FRAGMENTATION

The uneven distribution of gains from development is striking in India. These
inequalities have provoked the political mobilization of hitherto excluded
groups, sometimes through politically motivated violence and forceful strug-
gle. This phenomenon has led to the fragmentation of the political space on
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the one hand, and changing socio-economic relations on the other. Many
parties continue to rely on identity politics, which results in the deepening of
social cleavages and the persistence of political fragmentation. The end result
has been a multitude of political parties with influence at the centre and
mostly two- or three-party arrangements in the states.'®

Indeed the party system since the early 1990s has seen a proliferation of
parties that appeal exclusively to caste, ethnic, or linguistic identities. Chief
among them are the Bahujan Samaj Party (BSP) and Samajwadi Party (SP) in
Uttar Pradesh, the Dravida Munnetra Kazhagam (DMK) and the All India
Anna Dravida Munnetra Kazhagam (AIADMK) in Tamil Nadu, the Rashtriya
Janata Dal (RJD) in Bihar, the Shiromani Akali Dal in Punjab, the Shiv Sena in
Maharashtra, and the Trinamool Congress in West Bengal. In the 2004 general
elections, state-based parties won 30 per cent of seats in the lower house of
Parliament (Lok Sabha) with approximately 29 per cent of the vote;'® up from
7 per cent of seats in the house, with 8 per cent of the vote, in 1951.2°

The advent of coalition governments has arguably undermined the ability
of the state to respond quickly and effectively to security threats. The ability of
smaller regional parties to hold national governments hostage on key security
issues is a new reality in Indian politics. In the 1980s, this was most evident in
Tamil parties using their influence to sway policy on Sri Lanka. Caught be-
tween domestic pressure to assist Sri Lankan Tamils and a national imperative
not to extend unconditional support to a movement for self-determination
(lest it reflect unfavourably for India in Kashmir, and in some other states with
secessionist movements), India launched a disastrous peacekeeping effort in
the late 1980s that ended up exacerbating the conflict in Sri Lanka and souring
India’s relations with its neighbour. Similarly, Hindu nationalist parties have
exacerbated tensions with Bangladesh over the large-scale illegal entry of
Muslim economic migrants into India. Most recently in 2008, domestic pol-
itical differences threatened to prevent India from capitalizing on the Indo-US
nuclear agreement when Prime Minister Manmohan Singh'’s government was
put to a crucial confidence vote in Parliament that it won with a narrow
margin.?!

DOMESTIC INSURGENCY

Uneven development between regions and social groups has created unrest
and strife at times; political violence is nowhere starker than in the numerous
insurgencies that have arisen on Indian soil in response to the severe neglect
of certain regions and communities, and the state’s response thereto. India’s
ethnically diverse northeast, composed of eight states—Arunachal Pradesh,
Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, and Tripura—is
home to numerous insurgent groups that at different times emerged due to
Delhi’s neglect of that vital region.?? Not only does the northeast collectively
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provide a sizeable share of India’s agricultural output, it is also located stra-
tegically in a region surrounded by China, Bangladesh, Myanmar, and Nepal.
Yet despite pouring large (though some would still argue insufficient) sums of
money into the development of the region, the central government has
been unable to focus its policies in a way that might integrate the region
better into the Indian Union. A Ministry for the Development of the North-
east Region, established only in 2001, remains relatively sidelined when it
comes to regional policy.

As a result, tensions between ethnic groups in the northeastern states and
the central government have proliferated and endured, with state govern-
ments sometimes caught in the crossfire and at other times turning the
politics of ethnicity to their own advantage against Delhi. Various communi-
ties in the northeastern region—all more ethnically distinct from the rest of
the country than from each other—have been waging war against the Indian
state for a number of years with demands ranging from greater autonomy in
local decision-making to the formation of new states based on ethnic lines
(with a degree of success) to outright separation from India.?* In 2007 there
were an estimated thirty armed insurgent groups operating in the region,
including the United Liberation Front of Asom in Assam, the United National
Liberation Front in Manipur, and two rival factions of the National Socialist
Council of Nagaland in Nagaland.?* Between 1992 and 2002, insurgency and
other types of armed conflict led to 12,175 deaths in the region.? Insurgents
bordering on Myanmar frequently seek refuge across the international fron-
tier, a densely forested and poorly patrolled one, and resupply themselves with
weaponry and munitions.

Delhi has been seeking Naypyidaw’s support in cutting off this lifeline
and sanctuary for the insurgents—apparently with limited practical success
to date, even though Naypyidaw would doubtless like to be helpful. The
northeast of India is, in any event, awash with light weapons flowing in
from China (without any hint of government support) and from further
international trafficking through Myanmar and Bangladesh.?® As one might
expect, there also appears to be some leakage of weaponry and ammunition
from the Indian armed forces to insurgents.

More internationally familiar than the insurgencies in the northeast is
India’s ongoing insurgent problem in its most troubled corner: Kashmir. Its
current phase in the Kashmir valley began in the late 1990s, when, in one
widely held Indian view, Pakistan, coming to somewhat of a dead end in its
attempts to wrest the territory from India through overt military confronta-
tion, stepped up covert support for insurgent groups to inflict ‘death by a
thousand cuts’?” by channelling the mujahideen trained to fight the Soviets
in Afghanistan toward the cause in Kashmir. Originally spearheaded by the
Jammu and Kashmir Liberation Front (JKLF), the insurgency in Kashmir has
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become a multi-pronged threat with new organizations such as the Hizb-ul
Mujahideen, the Harkat-ul-Ansar, and the Lashkar-e-Taiba feeding consider-
able fighting capacity into the valley,?® which experienced 26,226 fatalities at
the height of the insurgency, between 1988 and 2000.%°

In the aftermath of 9/11 and improving relations between the USA and
India, Delhi was gradually able to induce Islamabad into admitting that
terrorists were being trained in Pakistan and committing to curbing the
cross-border infiltration of terrorists into India. However, progress has been
painfully slow; although the incidence of fatalities is lower now than in the
1990s, Indian-occupied Kashmir remains in turmoil.*° India’s purchase on the
valley is significantly weakened by the inability of its security forces—both
military and police—to establish order without often egregious collateral
damage in terms of civilian lives. Counter-insurgency operations have led
to numerous civilian fatalities and—in some cases—extra-judicial killings, or
‘fake encounters’, as they have come to be known in the Indian media.?' Local
protests against the heavy-handedness of the security establishment often
turn violent and are met with further brutality, highlighted by a number of
incidents of security forces firing into crowds of demonstrators, most recently
in mid-2010 when parts of the valley, including the state capital Srinagar, were
placed under curfew as tensions rose among protestors, many encouraged by
separatist organizations.*? India’s reflexive management of the very real se-
curity challenges in the valley have been profoundly unimaginative, essen-
tially ineffective, and corrosive to the standards of its own security forces.

Perhaps India’s most insidious insurgent problem, one that was often over-
looked until the United Progressive Alliance (UPA) government came to power
in 2004, is the Naxalite movement. Originally a student-led left-wing move-
ment launched at Naxalbari in West Bengal in the late 1960s, today the
‘movement’ is composed of various insurgent groups acting under a loosely
defined ‘Maoist’ ideology and ‘Naxal’ banner. The original aims of the move-
ment—to bring about ‘the physical annihilation of class enemies’**—have
been superseded by a loose-knit set of grievances revolving primarily around
land, unemployment, and socio-economic exclusion of Dalits (lower-caste
communities) and Adivasis (indigenous tribal communities).>* The cadres of
the original Naxalite organization—the Communist Party of India (Marxist-
Leninist)}—were all but wiped out by police action in West Bengal, or gave up
the cause by the early 1970s. Over the following years, however, splinter
groups of the CPI(M-L) established themselves in a number of Indian states,
especially Bihar (and later Jharkhand), Orissa, Andhra Pradesh, and Madhya
Pradesh (and later Chattisgarh). After a lull in the 1980s and 1990s, the new
millennium saw the resurgence of Naxalite activity in these states, with the
number of annual deaths associated with the movement rising steadily to 721
in 2008 from 482 in 2002.*
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In 2004, two major Naxalite groups—the People’s War Group and the
Maoist Communist Centre—merged to form the Communist Party of India
(Maoist), and in the process stepped up their attacks on government property
and personnel.>® In 2006, then Home Minister Shivraj Patil declared the
Naxalite movement ‘an area of serious concern’ that had claimed approxi-
mately 6,000 lives in the previous two decades.®” In the second term of the
UPA government from 2009 onward, despite the exhortations of Prime Min-
ister Manmohan Singh and Home Minister P. C. Chidambaram, the Indian
state and affected state governments have been unable to develop a coherent
approach to the Naxal problem, oscillating between heavy-handed military
tactics in reaction to specific incidents and approaches based on dialogue.

Perhaps the most intractable feature of the Naxal movement is that aside
from being a law and order challenge, it also calls into question, in symbolic
and practical terms, the way economic development is progressing in India.
By offering a militant response to acute problems of underdevelopment and
neglect, the Naxals expose the schizophrenic path of development in India,
where the economy registers impressive growth figures while hundreds of
millions of individuals continue to live in extreme poverty. Until the govern-
ment is able to address the stark deprivation characterizing about a third of
India’s districts (many of them with significant tribal populations), it is not
likely to diminish the allure of the Naxal movement among India’s disadvan-
taged youth.

Regional security challenges

By some measures, six of India’s neighbours ranked in the top twenty-five
dysfunctional states in the world as calculated by the Failed States Index of
the Fund for Peace.*® India is uniquely positioned to be a driver of interstate
cooperation in South Asia, which is a ‘predominantly Indocentric region’
because in terms of religion or culture, or both. ‘India has something in
common with [each of] its immediate neighbours but the neighbouring states
of India do not share similarities of such magnitude or depth among them-
selves’.>? Yet India is unable to bring about such cooperation, and despite the
great strides it has made in economic growth over the last two decades,
it remains mired in security dilemmas in its own region. As Vikram Sood
suggests, ‘Globally, India is being recognized as a rising economic power but
not in the region where economic development has become hostage to secur-
ity issues.’* Another scholar describes India’s regional status as one of ‘con-
tested dominance’, with India dominant because it lacks a convincing
regional rival, but not enjoying supremacy because ‘its dominance in the

region is not accepted and acknowledged by its neighbours’.*!
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As aresult, India faces two main regional challenges. The first is a set of what
might otherwise be classified as domestic law-and-order problems were it
not for the involvement of India’s neighbours. Challenges of sub-national
ethnic identity, secessionist movements and insurgencies, the creation of
new ethnic communities due to migration, and religious conflicts within
India fall under this heading. The second relates to bilateral disputes between
India and its neighbours over resources, particularly land and water. Territorial
disputes (prominently, Kashmir and Siachen with Pakistan, and Arunachal
Pradesh and Aksai Chin with China), disputes over the division of water
resources, which have become more frequent and more consequential over
the decades since India’s independence, and other security challenges eman-
ating directly from India’s neighbours, conform to this category.

SUB-NATIONAL ETHNIC MOVEMENTS

Indian populations in border regions tend to share common ethnic bonds
with populations in adjacent countries. This is true of Tamils and Sri Lanka,
Muslims in Kashmir, Punjabis, Indian populations bordering the Tarai region
of Nepal, and even Malayalis and their ties to Gulf countries. By corollary,
Hindu minorities in Bangladesh and Pakistan share affinities with co-religionists
across the border in India. Trafficking of all sorts across mostly pretty open
borders (Pakistan’s being the exception) presents particular challenges in these
circumstances.

The broad territorial division of ethnic groups within India and the
strength of regional ethnic identities ensure that Indian policy towards the
countries in question is often attentive to the preferences of domestic actors
in these regions, as with Sri Lanka, where, at one time, the Indian government
acquiesced in the brutal armed tactics of the Liberation Tigers of Tamil Eelam
(LTTE).*? Similarly, there is ‘widespread sympathy’ in Indian border regions
for the Madhesi campaign for autonomy in the Tarai region of Nepal and
‘most [Indian] politicians and bureaucrats do not hesitate to express moral
support’ for it.*?

SECESSIONIST MOVEMENTS AND INSURGENCIES

Due to India’s vast size and heterogeneous society and polity, conflicts
have proliferated between sub-national regions and the central government.
Scholars have attributed this to the failure of the Indian state to ensure
equitable development for large swathes of society. This, they argue, has
resulted in the discrediting of state-sponsored nationalism and, inter alia,
the rise of movements aimed at establishing separate sovereign status from
the Union.** The history of modern India is replete with such movements,
many of which are still in progress.
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Movements in border areas are particularly problematic because they be-
come flashpoints with neighbouring countries, mainly for two reasons. First,
secessionist movements, especially armed movements, are likely to use the
territories of adjacent countries (e.g. Myanmar, Bhutan, Pakistan, Nepal,
China, and Bangladesh) to stage their attacks on the Indian state, making it
harder to neutralize the insurgents. Second, they allow neighbouring coun-
tries with an interest in destabilizing India to interfere in its internal affairs
in an adverse manner. (This would apply, in the minds of most Indians,
mainly to Pakistan.) These are the considerations that have influenced India’s
policy toward Pakistan in the case of the Khalistan and Kashmir secessionist
movements.*> But they are also relevant to Burma, Bhutan, China, and
Bangladesh in the case of multiple movements in the northeast.*® And,
while somewhat different, they would also apply to Nepal in the case of the
widespread Indian Naxalite movement (although not strictly a secessionist
movement, but vigorously anti-state nonetheless).

The separatist assertion of regional identities on Indian strategic thinking
has sharply accentuated the importance attached by Delhi to territorial integ-
rity of the Indian Union since independence.*’ Indeed, this theme first arose
during the early months of independence when Sardar Patel made every
effort (including the use of force) to integrate the 536 Princely States of India
into the Indian Union.*® It was echoed in the military action taken by India
to wrest control of Goa and Daman and Diu from the Portuguese in the early
1960s; in India’s successful efforts to incorporate Sikkim into the Union in
1975; and, ultimately, in the lack of official support given to the LTTE, first and
foremost seen as a secessionist movement. It is also reflected in India’s long-
standing policy of eschewing involvement by non-South Asian nations in
its neighbourhood.

The concern with territorial unity runs deep in Indian foreign policy.

NEW ETHNIC GROUPS
The cross-border movement of large populations from neighbouring countries
into India over extended periods of time results in the creation of new ethnic
groups in the border (and other) regions of India, thus complicating Indian
policy towards the originating countries. Two examples stand out—the mi-
gration of Tibetans escaping Chinese persecution, and the steady inflow
of immigrants (legal and illegal) from Bangladesh into West Bengal and
the northeastern region of India (many of them subsequently moving well
beyond these regions). These developments have impacted on India’s rela-
tions with China and Bangladesh respectively.

In the case of China, India has walked a tightrope between official recogni-
tion of Tibet as an integral part of China and granting asylum to the Dalai
Lama and his followers on Indian territory. Tibetan migrants have integrated
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relatively well into Indian society, finding geographic and economic niches
that do not conflict with local arrangements to a great extent. By contrast, the
domestic response to Bangladeshi immigrants has been much less forgiving,
possibly due to their purely economic motivation for migration. The reaction
has been particularly violent in Assam, where riots against migrant Bengalis
date back to the 1960s and 1970s. This has produced a negative impact on
Indo-Bangladeshi relations, which are further complicated by a host of other
bilateral issues. As a result, India in 1984 initiated construction of a 4,000 km
concrete barrier along the Indo-Bangladeshi border, a project that carries
on still and has created controversy between the two countries while proving
broadly ineffective in stemming the migrant flow.*’

RELIGIOUS CONFLICT

Religion and its associated customs and practices have a significant impact
on social stratification and political mobilization in India. The religious com-
position of Indian society influences social and economic policy, particularly
with regard to minority rights. The frequent occurrence of violence between
religious groups—predominantly Hindus and Muslims—in various parts of
the country creates major law and order problems as well as a security threat.
The latter is evident in the recent radicalization of some sections of India’s
Muslim population within such groups as the Students’ Islamic Movement of
India (SIMI). Religiously inspired terrorism took on a new dimension with the
arrest of Hindu activists following serial bomb attacks in the predominantly
Muslim town of Malegaon in 2006.

The rise of political Hinduism, or Hindutva, may be the most significant
religious factor influencing Indian politics. The concept pre-dates India’s
independence, but its salience has increased since then due to the ascent of
the Bharatiya Janata Party (BJP) with its deep connections to radical Hindu
organizations comprising the Sangh Parivar. The ideology of these groups is
based on the ideal of Hindu nationalism and is inimical to Christianity and
Islam, two religions that did not originate on the Indian subcontinent. Pro-
ponents of Hindutva initially thrived politically on controversy and benefited
electorally, or appeared to, from several incidents of inter-communal violence,
most notably the demolition of the Babri Mosque in 1992 and the Gujarat
riots of 2002. The growth of Hindu nationalism has somewhat complicated
India’s relationships with Pakistan, Iran, and other Islamic nations at times.
But its current lack of traction owes more to aging leadership and ideological
fatigue than to worries over India’s image abroad. In spite of some success in
Karnataka, it has also been unsuccessful in capturing the imagination of south
India.
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BILATERAL ISSUES: PAKISTAN

Since independence, India has faced numerous bilateral disputes in its region.
The most prominent among them have arisen from disagreements and fre-
quent conflict with Pakistan. The last sixty years have witnessed two major
wars (1965 and 1971) between the two countries and two major acts of
aggression by Pakistan (1948 over Kashmir and 1999 in Kargil), in addition
to numerous small-scale incidents across their borders. During the Cold War,
Pakistan was the ally of choice for both the United States and China in South
Asia, while India inclined towards friendship, and eventually alliance, with
the Soviet Union. Pakistan received billions of dollars’ worth of military aid
and equipment over the years from its major patrons, much of which was
employed in conflicts with India and to sponsor what India termed ‘cross-
border terrorism’ in Indian-occupied Kashmir. Pakistan’s abiding alliance with
China since the 1950s, even more than Pakistan’s erratic relationship
of convenience with the USA, causes grave concern for India, especially due
to China’s transfer of nuclear weapons technology and missile systems to
Pakistan.

The Indo-Pakistani rivalry, which had somewhat fallen into a manageable
pattern from the mid-1970s to the early 1990s, intensified following India’s
(and then Pakistan’s) nuclear weapon tests of 1998, the Kargil war of 1999, and
a 2001 terrorist attack on the Indian parliament, the latter of which led to
a tense military stand-off. Prime Minister Vajpayee and President Musharraf
subsequently initiated a peace process that led to superficially improved rela-
tions between 2003 and 2007. However, internal events in Pakistan that
precipitated the end of Musharaft’s regime in 2008 created a leadership crisis
and the process faltered. The deadly terrorist attacks in Mumbai in November
2008 created fresh challenges in Indo-Pakistani relations. However, the Indian
government showed great restraint, initially supported by the BJP-led oppos-
ition in Parliament. International pressure eventually forced Pakistan to
recognize Pakistani links to the attack, and after a long freeze in bilateral
high-level contacts, they resumed in 2009 and intensified in 2010.

Prime Minister Singh was roundly criticized by many in the Indian media
and defence and security establishment for his handling of the Mumbai
attacks and his post-Mumbai overtures toward Pakistan.*® However, influen-
tial commentators such as Siddharth Varadarajan of The Hindu and C. Raja
Mohan of the Indian Express came out in favour of Singh'’s actions and the
resumption of dialogue with Pakistan. Varadarajan suggested: ‘Over time,
India has realised the best way to deal with the threat of terror is by strength-
ening its internal capabilities while utilizing engagement as a lever for influ-
encing Pakistan’s behaviour over the long run.”*! Mohan, while supporting
Singh’s overtures, worried about Pakistan as an interlocutor: ‘Put simply, is
Pakistan a country or a grievance? States negotiate with others on the basis of
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an enlightened self-interest and are open to give and take. But revanchists
consumed by real and imagined grievances find it hard to split the difference
in a negotiation.’>?

Indian restraint in this instance was doubtless motivated more by prudence
than benevolence, at a time when the USA was increasing its reliance on the
Pakistani army to fight its war on terror in Afghanistan and Pakistan, and
China was in the process of stepping up nuclear cooperation with Pakistan.
Further terrorist attacks credibly linked to Pakistan could, however, force
Delhi’s hand on targeted retaliation, were Indian opinion to become inflamed.

BILATERAL ISSUES: CHINA

Increasingly, China is more worrying for India than is Pakistan, whatever the
provocations launched against India from within the latter’s territory. While
India has experienced significant economic success over the past twenty years,
China initiated its economic reforms well before India did, and has consist-
ently outstripped India’s impressive growth by 2-3 per cent each year since
then. The result is that China’s economy has expanded to roughly three times
the size of India’s in 2010—which has allowed China to invest significantly in
its military sector.>® Thus, while China and India are often grouped together as
‘emerging’ countries, China is well on the way to establishing itself as the
principal competitor of the USA, while India, for all its recent economic
achievements, lags well behind.

If China and India were on comfortable terms with each other, these devel-
opments would not need to worry Delhi, but the relationship has been a tense
one since the mid-1950s, as explored in greater depth in Chapter 6. Sino-
Indian antagonism reached its peak with their border war of 1962, in which
India suffered a humiliating defeat at the hands of the People’s Liberation
Army. The Sino-Indian border dispute remains unresolved and continues to be
a thorn in the side of bilateral relations. The alliance between China and
Pakistan rankles in India, not least because of continuing Sino-Pakistani
cooperation in the realm of nuclear weapons and missile technology.

Tibet overhangs the bilateral relationship. After a tense decade in Lhasa
following China’s takeover of Tibet in 1950, India gave asylum to the fleeing
Dalai Lama in 1959, and the Tibetan refugee population in India has steadily
grown since then. Tibet is a hot-button issue for China, at least as worried
about territorial integrity as is India, and the Chinese leadership keenly
watches the Dalai Lama’s activities in India. (Beijing’s worries about a seem-
ingly powerless Dalai Lama living in India may not be as irrational as they
seem, based on history. In 1910, the thirteenth Dalai Lama, the immediate
predecessor of the current incumbent, fled a Chinese Qing dynasty invasion of
Tibet, establishing residence in India. Three years later, he triumphantly
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reclaimed his throne and authority in Tibet, the Qing regime having collapsed
in the meanwhile.)

Globally, India and China, while cooperating in a variety of multilateral
processes ranging from trade negotiations to discussions on climate change,
are increasingly competitors in a global race for wealth, energy, and influence
as emerging (or, in China’s case, now emerged) powers. Be it in factor and
product markets in Africa, or the oil and gas fields of Central Asia, India and
China are increasingly rubbing up against each other. To complicate matters,
both nations espouse parallel nationalistic mythologies of civilizational great-
ness that breed a sense of entitlement to great power status. When these
mythologies collide, as they sometimes do on the border issue, it takes careful
management and painstaking diplomacy to calm nationalist sentiment in
their respective polities.

Indian analysts fear a Chinese strategy of encirclement in Asia. This refers to
China’s numerous investments in building up port facilities in the Indian
Ocean, such as at Bandar Abbas in Iran, Gwadar in Pakistan, Chittagong in
Bangladesh, and Hambantota in Sri Lanka.>* China’s booming exports indus-
try and hunger for international markets have also led it to develop substantial
trading relationships with India’s neighbours, especially Pakistan and Bangla-
desh. China’s rise in India’s neighbourhood presents a sensitive challenge to
Indian foreign policy, seen by some as deriving from the following calculus:
‘Restricting India to the Asian subcontinent remains Chinese policy. The
tactics are simple: keep borders with India tranquil but do not solve the
[border] dispute, trade with India but arm Pakistan and wean away Nepal,
Bangladesh, and Myanmar.”*®

BILATERAL ISSUES: SRI LANKA, BANGLADESH, NEPAL
India’s relationships with other nations in its region are far from settled.
India’s hegemonic status—or at least perceived aspiration to it—creates threat
perceptions among its smaller neighbours. They see India’s military (and
other) interventions in the neighbouring countries in ‘terms of the outward
projection and demonstration of military might’.>¢

In the case of the Sri Lankan conflict, India’s justifications for military
intervention were based on the security imperatives associated with the influx
of Tamil refugees, the risk of disrupting commerce in the vital Palk Straits, and
the danger of external great powers involving themselves in the conflict, but
India’s military (formally peacekeeping) action proved counterproductive,
alienating the Tamil community, the LTTE, and the Sri Lankan government.
Similarly, India’s action in 1971 in East Pakistan to relieve West Pakistan’s
military oppression, while justified in humanitarian terms and on the basis
of massive refugee flows to India, was widely viewed as primarily an attempt
to dismember an arch-rival. Moreover, contrary to India’s expectations, its
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assistance to Bangladesh did not win it an ally in the region: Bangladesh long
provided safe haven for leaders of the United Liberation Front of Asom
(ULFA), which operates in India’s northeastern region.

While some in India saw the hand of Maoists in Nepal behind the early
success of its own thriving multiple Maoist insurgencies, this is today far-
fetched. However high-handed India’s past approach to Nepal has been, and
however hostile Maoists in Nepal may have been towards India, the Naxalite
movement in India is home-grown and driven by local factors. It has devel-
oped today into the country’s foremost internal security challenge.>”

BILATERAL ISSUES: AFGHANISTAN

Aside from smaller nations such as Bhutan and the Maldives, perhaps the one
country in the region where India’s involvement has not played against it—to
the Pakistani establishment’s distress—is Afghanistan. Indians tend to see
Delhi’s policy as altruistic, in the words of a recent editorial: ‘Delhi’s partner-
ship with Kabul has thrived because Delhi has neither geographic access to
Afghanistan nor a political agenda of its own. What India wants is a moderate
and stable Afghanistan that is in harmony with its neighbours.”>® This assess-
ment glosses over a simple calculus in Delhi’s policy toward Afghanistan—to
prevent Kabul from tilting excessively towards Pakistan, and allowing itself to
be subsumed by Islamabad into its security space. Delhi worries that when the
US-led NATO forces begin to pull out, as several NATO members have sig-
nadled they wish to do soon, Kabul could submit to the combined influence of
Pakistan (supported by China) and the Taliban, leaving India as the loser in a
geostrategic tug-of-war. These worries as of mid-2010 are not ill-founded:
desperate for an exit strategy of its own, Washington appears to be encour-
aging a ‘negotiated’ solution to the conflict that could only strengthen Paki-
stan’s hand locally. India consistently cultivated Prime Minister Hamid Karzai
as an ally, but recently is rumoured to have opened up channels of its own
with the Taliban, despite maintaining that there is no distinction between
‘good’ and ‘bad’ Taliban.® A Western withdrawal from Afghanistan would
leave numerous Indian assets highly vulnerable; even under present circum-
stances the Indian embassy was attacked twice in fifteen months in 2008-9.%°
Delhi’s remaining option, were that scenario to unfold, of seeking (perhaps
with Moscow) to revive the Afghani Northern Alliance, would doubtless prove
a disappointing and expensive consolation prize.

Global security challenges

There is a category of security challenges facing India that originate and play
out in the international arena, but often overlap with regional issues and
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actors. These include international terrorism, nuclear proliferation, and
India’s relations with the USA.

INTERNATIONAL TERRORISM

India has long been a victim of what it calls ‘cross-border terrorism’ in its
territory committed by groups that India alleges to be based in and sponsored
by the Pakistani military and intelligence establishment. Most prominent
among these groups is the Lashkar-e-Taiba (LeT), which has either claimed
responsibility or has been held responsible by the Indian government for
numerous incidents including: attacks on civilians and military personnel in
Indian-occupied Kashmir, bomb attacks in various Indian cities, and a few
high-profile incidents targeting the Red Fort in Delhi, the Indian Parliament,
and the 2008 Mumbai attacks. Although Al-Qaeda has not been directly
involved in attacks in India, the LeT has established links with the inter-
national terrorist network and India is now considered a potential target for
further attacks following the incidents in Mumbai.®' India also worries about
links between domestic terrorist groups such as SIMI and like-minded elem-
ents in Bangladesh, Nepal, and Pakistan.

India’s domestic response to terrorism has been less than satisfactory. Ex-
cluding left-wing extremist groups, terrorist activity in India claimed the lives
of over 18,000 civilians, 6,700 security personnel, and almost 23,000 terrorists
between 1994 and 2005.%* The 2008 Mumbai attacks were the most visible in a
long line of incidents that reveal the overall inability of the Indian state to
control its borders, collect and process relevant intelligence and develop
security protocols to pre-empt terrorist attacks, and in many cases to react
convincingly to terrorist attacks when they occur. Indeed, Indians were furi-
ous over the inept security response to the 2008 events in Mumbai, forcing the
resignation of the Home Minister and over time a number of shifts in Delhi'’s
machinery of government. Although India has initiated cooperation with
other countries on counterterrorism strategies and intelligence sharing, pro-
gress has been limited. A stark case in point was that of Pakistani American
David Headley, who was instrumental in planning the Mumbai attacks. Until
April 2010, Delhi had been unable to convince Washington—a strategic part-
ner—to let Indian officials interrogate Headley, let alone extradite him to
India.®® Quite simply, other powers have little confidence in Delhi’s security
and intelligence apparatus, a perception Delhi could work harder at address-
ing. Alas, the Mumbai attack is unlikely to be the last.

INDIA-USA RELATIONS

The tangle over David Headley raises an important global issue for India: its
relations with the world’s sole superpower, the USA.
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For most of the period between India’s independence and the end of the
Cold War—with the brief exception of the 1962 Sino-Indian war—India and
the USA remained at loggerheads over matters of principle and national
interest. Like China, but less reliably, the USA used Pakistan as a military ally
in the Cold War, especially during the Soviet occupation of Afghanistan in the
1980s. America’s ‘hyphenated’ South Asia policy, which essentially viewed
the India-Pakistan relationship as a zero sum game and often came down in
Pakistan’s favour, was a major problem for India over many decades.®*

The 1990s were a period of gradual rapprochement between the USA and
India through increased trade and private sector ties, encouraged by a growing
India lobby in the US Congress. India’s nuclear tests of 1998, while sharply
criticized and met with sanctions by the USA, were overlooked when the
Clinton administration preferred to view India as a growing market for US
companies and a potentially helpful player in South Asia soon after Pakistani
adventurism at Kargil in 1999 induced a regional rethink in Washington.
The upward trend in India-USA relations continued through the fallout of
11 September 2001, which brought Pakistan back into sharp focus in
the American view of South Asia. Since then, the USA has provided Pakistan
with more than $15 billion in economic and military aid as incentive and
resources for fighting its war against the Taliban and Al-Qaeda in Afghanistan
and parts of Pakistan.®> However, this has not significantly hampered India-
USA relations.®® Despite some initial missteps by the Obama administration
on the Kashmir issue, the USA-India relationship has progressed on a rela-
tively even keel, though relations are clearly not as warm as they were
under George W. Bush, who sought to make radically improved USA-India
relations one of his chief foreign policy legacies—indeed it is probably his only
significant one.

One of the key motivations of the Bush administration’s courting of India
with various incentives, especially the game-changing deal on nuclear cooper-
ation, was that it was likely to bolster India as a reliable democratic counter-
weight to authoritarian China’s growing influence in Asia and the world.
The USA has supported India’s inclusion in restricted elite decision-making
groups in various international forums on multilateral trade, climate change,
and management of the international economy following the global financial
crisis of 2008. India’s much improved relationship with Washington has
not gone unnoticed by Beijing, and, mostly, Sino-Indian relations began
improving noticeably in the new millennium. However, India’s relevance to
Washington may have diminished somewhat in the wake of the 2008-9 global
financial crisis, during which the USA adopted a more conciliatory approach
toward China, while prodding it to allow the Renminbi to float up to a more
realistic level. Indian commentators have observed with some alarm renewed
cooperation between China and the USA in tackling the global economic
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crisis, as well as increased interdependence of Chinese creditors holding large
amounts of US Treasury Bills and the US debtors providing the single largest
market for Chinese manufactured goods. This has prompted some Indians to
question the logic of picking a side in the unpredictable Sino-US relationship:

Our strategic gurus were whistling in the dark when they dreamt up India’s future
as a ‘balancer’ in the Asian power dynamic. The...government’s willingness to be
drawn into a ‘quadrilateral alliance’ against China, it now seems, was an embar-
rassing goof-up, unprecedented in its naivety.®”

Another Indian writer has observed less caustically: ‘the Bush-Rice doctrine of
containing China is being replaced by the Obama-Clinton doctrine of co-
opting China to deal with the economic crisis’.°® The best strategy for India
would appear to be an interests-based balancing act between the USA and
China. India has much to offer both, actively and passively, even if the USA
and China, in the medium term, jointly take on the task of managing the
international system.

NUCLEAR PROLIFERATION

While the Bush administration saw and justified the USA-India nuclear deal as
a way to draw a troublesome and self-interested conscientious objector into
the non-proliferation regime through the back door by imposing various
safeguards and monitoring mechanisms on its civilian facilities, Indian leaders
viewed it as a vindication of India’s clean record on non-proliferation and self-
imposed moratorium on nuclear testing after May 1998. Ultimately, the US
Congress, the International Atomic Energy Agency (IAEA), and the Nuclear
Suppliers Group (NSG, formed after India’s first nuclear test in 1974 to ensure
that such incidents would not occur again) all voted in favour of amending
existing rules to allow India to step out of three decades of nuclear purdah in
2008. Having separated its military and civilian facilities and put the latter
under IAEA safeguards, India can now access global supply chains of nuclear
tfuel and technology for civilian purposes (while maintaining an indigenous
nuclear weapons programme of its own).

Although India has reason to celebrate the USA-backed global recognition of
its status as a responsible nuclear weapons power, it also has reason to worry
about nuclear proliferation, particularly in relation to China and Pakistan.
China is a known proliferator of nuclear weapons technology to Pakistan,®’
and Pakistan a known proliferator to North Korea, Iran, and Libya. More
recently, following the USA-India nuclear deal, China was expected
to notify the NSG, which it joined in 2004, of a similar deal between itself
and Pakistan for the transfer of civilian nuclear technology. And India can
hardly complain about exceptional treatment being provided by a major
nuclear power to a non-NPT member. In the context of US-Pakistani nuclear
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cooperation, Prime Minister Singh was quoted in April 2010 admitting,
‘Who am I to interfere with what goes on between the United States and
Pakistan?’’® However, any move that bolsters Pakistan’s nuclear weapons
capacity worries India as this simply encourages some in Pakistan to pursue
a ‘sub-conventional war that Delhi is yet to find effective ways to cope with’.”!
In all-out war, which would be damaging to both, India, given its weight and
assets, would prevail. But in any conflict less total, relative strength matters in
deterring escalation, and India knows this well.

The Bush administration’s most important achievement in USA-India rela-
tions had a useful kicker—to shake up the international non-proliferation
regime. The Obama Administration has picked up the challenge, notably
with respect to credible enforcement of the Nuclear Non-Proliferation Treaty
(NPT) and promotion of the Comprehensive Test Ban Treaty (CTBT), which
the USA has yet to ratify. However, coping as it has had to do throughout 2009
and 2010 with serial financial, economic, and other crises, it is too early yet
to predict whether anything meaningful will come of its enthusiasm for
reform and strengthening of the global non-proliferation system.

Addressing India’s security challenges

Given the evolution of its domestic politics and foreign policy over the past
sixty-odd years, what lessons can be drawn on India’s ability to manage
effectively key domestic and international security challenges? Sumit Ganguly
relates the important challenge of ‘developing a long-term strategic vision,
one that is not subject to the vagaries of regime changes, minor, adverse
developments in the country’s immediate neighbourhood and periodic crisis’
to the development of ‘institutional mechanisms...and planning capabil-
ities’ he sees as deficient:

[India] has, for the most part, been unable to develop a professional cadre of
personnel who are knowledgeable about questions of defence budgeting, acquisi-
tions, capabilities and policymaking. The absence of such a body of skilled person-
nel has ill-served Indian defence policymaking, and has rendered many decisions
subject to political whims and financial constraints.”?

Institutional resources

As outlined earlier in this volume, the Indian official institutions for foreign
policy formulation broadly encompass the Cabinet, the Prime Minister’s Of-
fice (PMO), the Ministry of External Affairs (MEA), the Indian Foreign Service
(IES), the Ministry of Defence (MoD), the Indian Parliament, and various
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manifestations of the defence and intelligence establishment (the armed
forces, the Defence Research and Development Organization, the nuclear
establishment, the Research and Analysis Wing, the Intelligence Bureau
etc.). While the defence of India’s territorial sovereignty is viewed as para-
mount by virtually all of these, the defence establishment has historically
played a selective role in wider foreign policymaking (except at times of
military crisis), instead understandably choosing to focus on immediate
threats from within India’s neighbourhood. The broader conduct of diplo-
macy that spans the gamut of interstate relations (and more recently, a range
of instruments underpinning India’s ‘soft’ power) has traditionally been the
domain of the PMO and MEA, which are accountable to Parliament. With
domestic political life ever more fractured and fractious, Parliament’s focus on
strategic issues has declined over the years, with little attention being devoted
to debating the larger goals of Indian diplomacy (a notable exception being
the topic of India—USA relations since 2005).

Aside from the traditional concerns of inter-ministerial and intra-ministerial
coordination, two main issues stand out with regard to the contemporary
foreign policy establishment: the principal-agent problem and institutional
capacity.

PRINCIPAL-AGENT PROBLEM

The first pertains to a disjuncture that sometimes exists between the policy-
making centres in Delhi and the policy implementers on the international
stage. Indian officials, when in international forums, occasionally are ob-
served to pursue outcomes or adopt positions that are contrary to the object-
ives of Indian foreign policy set at the political level.”® This was an acute
problem soon after the end of the Cold War, when the Indian foreign policy
bureaucracy found it hard to shed its ideological baggage and traditional
diplomatic attachments and to accept the changed circumstances of the
international order. Most desired continuation and rejuvenation rather than
a fundamental shift in their historically close relationships with Russia.”* In
contemporary times, it has been exemplified by unseemly turf battles between
high-ranking members of the foreign policy establishment whose bureau-
cratic politics at home at times impact their behaviour abroad.”*

Likewise, the defence establishment in India writ large (senior civilian and
military retirees more than active service personnel) promote a number of
their own policy preferences and flog their bétes noires in the media with great
skill and tenacity. This is notably the case with China, which they continue
to see as the principal threat to India (not least given its friendly ties with
Pakistan). The run-up to the visit of Chinese President Hu Jintao to India
in November 2006 was marked by near-hysterical attacks from these quarters
and their political allies in the media against Beijing’s trustworthiness as a
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neighbour, eventually spilling over into an unattractive debate in Parliament.
Unsurprisingly, the visit proved only a moderate success.

INSTITUTIONAL CAPACITY

The second issue is that of bureaucratic capacity. At a time when a degree of
specialization is highly prized in the administration of foreign affairs in many
capitals, some analysts believe that an abundance of talented generalists are
spread (all too thinly) across the spectrum of Indian diplomacy.”® Indeed, the
shortage of Indian government trade negotiators is such that in recent years
Delhi has increasingly and sensibly resorted to private sector lawyers and
sectoral experts to buttress the bureaucratic cadre. Inevitably, the limited
number and capacity of personnel, combined with a plethora of international
and multilateral demands and commitments, results in ‘the best [having]
unbelievable demands placed upon them’, yielding an overworked, under-
paid, and under-appreciated bureaucracy.””

A challenge of a different order arises from the questionable performance of
both India’s internal intelligence apparatus (mainly, the Intelligence Bureau)
and the once-fabled external intelligence operatives of the Research and
Analysis Wing (RAW), whose leadership increasingly became an embarrass-
ment in the years 2007-8. The failure of Indian intelligence to anticipate a
number of murderous terrorist attacks within India, notably in Mumbai in
November 2008, or apprehend most of those responsible over the years,
speaks not just to weak, under-motivated, and under-equipped police forces
but also to dubious intelligence capabilities.

The reputation of India’s Armed Forces has fared better, not least because of
their controlled response to a number of potentially very dangerous crises (e.g.
Kargil), the professionalism of their contributions to UN peacekeeping, and
the care they take with training. India’s navy has been a great asset in building
Indian military ties with partners around the world. That said, even the Armed
Forces, never keen on police duties, have not always performed gently, wisely,
or effectively in domestic theatres of conflict such as Kashmir and Assam.

Often, confusion relating to organizational roles and jurisdictions between
leading institutions (the PMO, the National Security Council, the MEA, and
the MoD) exacerbates the challenges of decision-making faced by the foreign
policy establishment. These were critically highlighted in its handling of the
Kargil crisis with Pakistan.”® Over time, the disproportionate concentration of
authority within a small PMO relative to other actors, a reflection of wider
international trends, in India’s case may be problematic as Delhi juggles more
diplomatic and security-related balls than do all but a very few capitals.” That
said, the creation of a National Security Adviser providing forward impetus
and in a position to arbitrate differences between other foreign policy actors
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has doubtless been helpful and is indispensable as India emerges as a relevant
player on the geostrategic stage.

Nevertheless, bureaucratic factors as well as political distractions are largely
responsible for a sense among Indian authors (and some others) that the
country lacks effective coordination at the international level. The same
factors have also produced a foreign policy that some view as reactive and
bereft of strategic vision, highlighted in charges of ‘ad hocism’ and ‘drift’.%°

Strategic vision

Indian foreign policy following the Cold War has been pragmatic, but it has
also been devoid of the kind of strategic vision required for India to achieve
great power status.®! As political fragmentation has progressed in the domestic
sphere, foreign policymaking has suffered from the cacophony of voices
espousing contrasting ideas of India’s place in the world, sometimes at the
most senior levels.

A trace of this was evident in the Indian response to the Soviet invasion of
Afghanistan in 1979. The Janata government reacted with strong disapproval
of Moscow’s actions in the United Nations. A month later, Indira Gandhi
regained power and, more committed to India’s relationship with the USSR,
substantially toned down the Indian stand in the UN.®? Similarly, Rajiv
Gandhi’s approach to regional cooperation led him to pledge an Indian
peacekeeper force (the IPKF) to oversee the devolution of power to the
local Tamil government as part of the Indo-Sri Lankan Agreement of 1987.
Subsequently, the V. P. Singh government in 1989 ordered the immediate
withdrawal of the IPKF from Sri Lanka. This resulted in a power vacuum as
India withdrew prematurely, leaving the LTTE rebels to fill the political space
vacated by the Indian forces.®?

India’s biggest reversal, however, occurred during the second Gulf crisis of
1990-91. India (under V. P. Singh as Prime Minister and I. K. Gujral as Foreign
Minister) initially took a strong stance in the UN in September 1990 counter to
the USA's position against Iraq and to the UN'’s related decision-making. By
November, the Singh government had been replaced by another minority
coalition, led by Chandra Shekhar. The new government immediately con-
demned Iraq for its actions and, in a highly controversial decision, allowed
American and Australian airplanes to refuel on Indian territory en route to the
Gulf.®*

Arguably, as a result of the incoherence that characterizes a fragmented
political system expressing itself in foreign policy (a familiar feature of foreign
policy in several Western democracies), Indian foreign policy has become
largely reactive in nature. It is criticized at home and abroad for lacking vision
and a unified strategy for India’s role in the world.®®> But while some Indians
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argue that the country needs a strategic vision on which to project its power,
there is no prospect of wide internal agreement on what such a vision should
embody.

THE RISE OF ECONOMIC DIPLOMACY

In the absence of a unifying strategic vision, and with India’s economic
performance improving significantly each recent decade, economic diplo-
macy provides the path of least resistance for coalition governments strug-
gling to pull their members along on foreign policy decisions. Difficult
strategic decisions, when couched in the language of economic growth and
prosperity, are made more palatable to the power elite and a growing Indian
middle class reaping the benefits of economic liberalization. This was evident
from the USA-India nuclear deal—a hot-button political issue in India—
which was sold far less as a strategic alignment with the USA than a quest
for energy security that would benefit the Indian economy and the masses.

Political parties of all stripes agree, albeit for different reasons, that eco-
nomic growth is a good thing for India (although rising inequality is flayed by
parties of the left as a national scandal). From a foreign policy perspective,
economic prosperity (the ‘tide that lifts all boats’)®® is now seen as the key to
India’s attainment of great power status, and it is the driving argument behind
India’s current worldview. No longer willing to lead the poor nations of the
Third World in a struggle against imperialism, and no longer wishing to
project its power merely within the conflicted confines of its own neighbour-
hood, India is pressing its suit on the world stage. This is evident, not least
within the World Trade Organization, in the company of other rising powers
such as Brazil, South Africa, and sometimes China.

Indeed trade and bilateral economic cooperation have become the corner-
stones of India’s relations with the world, even with China, today India’s
largest trading partner. India no longer discriminates significantly between
Russia, America, Israel, Iran, and the ASEAN countries (although restrictions
on Chinese investment remain significant, driven by security considerations).
It is willing to do business with all. Both moralizing and power politics on the
international stage are now viewed as potentially bad for business, whereas
economic linkages are seen to promote stability. Thus India is currently en-
gaged in promoting economic development in Africa, securing oil fields
in Central Asia, promoting trade and nuclear cooperation with the USA,
receiving remittances from its 3.5 million workers in the Gulf and acting as
Israel’s biggest arms market at times.®”

This is not to say that ideology and power politics are no longer important.
India still accords priority to security issues and retains its nuclear weapons
option. However, at the NAM summit in Havana, 2006, Prime Minister
Singh’s speech focused on anti-terrorism, ‘inclusive globalization’, nuclear
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disarmament, energy security, and investing in Africa: issues that are vital
to India’s global agenda but not necessarily top priorities for developing
countries worldwide.®® On balance, modern India prefers to articulate and
prioritize its own national interests over the collective interests of developing
countries. In other words, ‘the long-sustained image of India as a leader of the
oppressed and marginalized nations has disappeared on account of its new-
found role in the emerging global order’, rather the same metamorphosis
China underwent some years earlier.®

Conclusion

India’s security challenges are mostly structural in nature: Pakistan’s griev-
ance, the China threat, the US partnership, and other challenges are likely
to remain largely beyond India’s exclusive control. It is thought that those
challenges that are within reach, such as the economic exclusion of certain
regions or ethnic groups, can be addressed through better allocation of the
gains from economic growth. Prime Minister Singh’s repeated words of con-
cern about the strength, resiliency, and extent of the Naxalite insurgency
seem to have made only a limited impression on public opinion, while the
problematic performance of India’s internal security forces, particularly the
undertrained and poorly led Central Reserve Police Force (CRPF), is both
deplored and taken somewhat for granted with a degree of resignation, in
spite of the appointment, post-Mumbai 2008, of an energetic Home Minister,
P. Chidambaram.

Economic diplomacy does not only provide a way for India to harness
global opportunities for the benefit of domestic constituents in the hope of
ameliorating poverty (which is how elections are won in India) and alleviating
discontentment. It also acts as a pathway to great power status.

Expanding economic relations can also provide a channel of cooperation
with potential competitors or rivals, as India has done in securing oil fields in
Central Asia with China.”® By pursuing economic relationships with major
powers, some Indians believe the country can progressively build up its own
institutional capacity to develop and execute a grander strategy internation-
ally and better tend to its burning internal security challenges. However, as the
following chapter argues, economic growth alone will not solve all of India’s
problems. While continuing to remain a useful international calling card,
it will not alone secure much greater power status, which will remain a priority
for India’s security establishment, unhappy with the predominance of eco-
nomic themes in the discourse of the Union government.
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India’s Economy: Its Global Calling Card

As outlined in the two chapters immediately before this one, many observers
of India now describe the country as an emerging great power with game-
changing capabilities. However, such assessments of the country’s potential
are recent and follow on the launch of India’s economic reforms in 1991.
These reforms gave impetus to sharp economic growth through liberalization
of government policies and the revitalization of the Indian private sector.’
While India still faces a number of significant challenges, this tectonic shift
from slower to high growth rates is important not just for India but also for the
developing world, for global institutions, and for great power relationships.
This chapter focuses on the impact of India’s economy on Indian foreign
policy since the country’s independence in 1947. The first half deals with
India’s economic development, and is divided into three periods (broadly
parallel to distinct periods in India’s political life): desperate times in the
wake of the Raj: the search for an autonomous economic policy (1947-66);
autocracy and socialism: a toxic mix (1966-90); reforms, globalization, and
growing global interdependence (1990 onwards).

Not coincidentally, the three periods coincide with three different phases in
the principal drivers and ideology (to the extent there has been one) under-
pinning Indian foreign policy. The first phase, one of Nehruvian idealism
mostly tempered by prudence and a sense of India’s economic fragility, was
marked by efforts to keep the superpower conflict and the toxic effects of the
Cold War at bay through India’s leadership of the Non-Aligned Movement
(along with partners such as Indonesia and Egypt). The second, even more
than the first, was marked by domestic economic fragility and growing ten-
sions with the West, giving rise to a hard-nosed realism expressed by a large
degree of alignment towards Moscow (while the nostrums of non-alignment
were still at hand for presentational purposes). Finally, since 1990, the main
driver of Indian foreign policy can be seen as support for India’s successful
break-out from economic stagnation. This largely economic agenda embar-
rasses those Indians who believe that an emerging power should endow itself
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with grander aspirations, and a more interesting foreign policy framework.
But, for now, most Indians seem content with it.

The second half of the chapter examines how evolving economic patterns
and relationships have affected India’s foreign policy and its ties with major
partners. It addresses the impact of economic factors on India’s foreign policy
through a variety of prisms, for example, country- and region-specific, and
also through cross-cutting factors such as development assistance.

Finally, the chapter concludes that a transition has taken place in Indian
foreign policy from the primacy of politics and geostrategic considerations to
a new emphasis on economic interests and ties, although economic factors
always influenced Indian leaders in their foreign policy choices from Nehru
onwards.

Desperate times in the wake of the Raj: the search
for an autonomous economic policy (1947-66)

In the pre-colonization period of the early 1700s, India’s economy likely
accounted for nearly one-quarter of the world’s economic output.® In the
mid-eighteenth century, Britain’s East India Company—a formerly trade-
oriented colonial entity—reinvented itself from a trading firm into a ruling
hierarchy exercising effective sovereignty, buttressed by a significant military
capacity. While India’s commodities fed the industrial revolution in the
United Kingdom, this led to the stagnation of its own economy, which served
as a significant market for Britain’s manufactured goods. British colonial
policy in India deliberately stifled trade with the rest of the world, arrogating
to Britain all useful Indian exports. Indeed, the relative weight of India in the
world economy plummeted during the two centuries of British colonial dom-
ination and the effective economic growth rate of the country was, on aver-
age, zero. In brief, the economic benefits of Indian colonization to Britain were
very significant, while the Indians themselves bore the costs thereof.

At the chaotic conclusion of colonial rule in 1947, India inherited an econ-
omy that was one of the poorest in the world per capita, totally stagnant, with
industrial development stalled and agricultural production unable to feed a
rapidly growing population.* Its economy was a shadow of what it had been
before the colonial adventure. The early years of independence were marked by
widespread hunger and the threat of famine.®> At independence, about 60 per
cent of India’s GDP came from agricultural activities that were mainly depen-
dent on monsoon rains with no significant irrigation systems in place.® Al-
though some industry existed in the country at that time, it was designed to
serve the interests of the British Empire rather than of India itself—jute mills in
and around Calcutta; cotton textiles in and around Bombay; tea plantations;
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and railways were well developed. The catastrophic partition of 1947 caused
widespread disruption to the economy, for example in relation to industrial raw
materials produced in Pakistan whose related factories were located in India. As
well, the infrastructural framework for economic activity by way of road,
railway, and sea routes was fractured in the country’s north.

Jawaharlal Nehru, in a speech at the Constituent Assembly on 4 December
1947, stated his interpretation of the relationship between foreign policy and
economic policy:

But talking about foreign policies, the House must remember that these are not just
empty struggles on a chess board. Behind them lie all manner of things. Ultimately,
foreign policy is the outcome of economic policy, and until India has properly evolved her
economic policy, her foreign policy will be rather vague, rather inchoate, and will be
groping [emphasis added)].”

Soon after independence, Prime Minister Nehru and other Indian Congress
leaders, faced with this plight, introduced a modified Indian version of state
planning and control over the economy.® These leaders believed a dominant
role of the state would be vital in ensuring rapid industrial and agricultural
growth.” Simultaneously, in reaction to the British colonial plunder of India,
Nehru and his colleagues adopted a strategy of import-substituting industri-
alization, which completely discouraged foreign investment.

The process of rebuilding the economy started in earnest in 1952 with the
first five-year plan for the development of the Indian economy guiding gov-
ernment investment in industries and agriculture. The Industrial Policy Reso-
lutions of 1948 and 1956 gave government a monopoly in armaments, atomic
energy, and railroads, and exclusive rights to develop minerals, the iron and
steel industries, aircraft manufacturing, shipbuilding, and manufacturing of
telephone and telegraph equipment. By the late 1950s, regulatory and licens-
ing structures encouraged private investment into priority areas and discour-
aged or banned it in others.'® India’s second five-year plan, starting in 1956,
adopted a new strategy focused on developing heavy industries. This model
was supported by a variety of controls, involving both tariffs and quantitative
restrictions.!!

In the 1950s and 1960s, foreign aid played an important role in India’s
development process and the need for it influenced foreign policy to an
extent. During this period, Nehru sought financial and technical help from
nearly all industrialized countries in addition to borrowing from the World
Bank for long-term infrastructure development.'> Much of the assistance was
used to import food and other necessary items crucial to India’s survival as a
fragile and potentially fractious new country.'® This aid was vital to India at
the time.'* Further, ‘[t]here is some evidence that during the 1960s, aid helped

to increase investment in India’.'®
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Nehru’s economic policy has been much criticized in the West. But it may
be helpful to see it as a product of its times and of India’s unhappy economic
history under the British Empire. Moreover, Nehru and his contemporaries
were startlingly successful in one respect: while great poverty and hunger
continued to stalk India, it never again suffered a famine occasioning mass
casualties such as the British had allowed to occur repeatedly when in control
of the subcontinent, notably in West Bengal and in India’s south during the
final decades of their rule.

Autocracy and socialism—a toxic mix (1966-90)

By the mid-1960s India was experiencing discouragement with slow eco-
nomic progress and suffering from external developments, notably the 1962
border war with China and the 1965 war with Pakistan. In part due to India’s
economic policies and in part for reasons relating to the Pakistan war—a
tremendously expensive one—in 1965, foreign aid from the USA, which had
hitherto been a key factor in preventing devaluation of the rupee, was cut off
for a year. India was pressured by the USA and other international actors
(including the IMF and World Bank) to liberalize its restrictions on trade (its
trade deficits having reached unmanageable proportions over some years).'®

In addition, India’s war with Pakistan in 1965 had led to worrying levels of
deficit spending (around 24 per cent of total expenditure) and accelerating
inflation.!” Indians mostly interpreted these moves, and their timing, as
further evidence that the West favoured Pakistan over India. The response
by the Indian government was the unpopular step of devaluation accompan-
ied by some liberalization (a reduction of export subsidization and import
tariffs). The devaluation forced on India in 1966 was much needed, but ill
timed. It was forced as a condition of the resumption of US aid, against the
wishes of the Indian Finance Minister, and it was the subject of major pressure
and tensions between the donors and the Government of India. The aid
package, designed to support both devaluation and further trade liberalization
measures, collapsed after one year when the USA pulled out. Such a degree of
leverage over macroeconomic policy was only achieved in conditions of acute
economic difficulty for India, and at a cost of chronic disruption to both aid
and Indian economic management.

In the medium term, India’s response was to diversify its sources of political
and economic support. The donors who sought to promote internal changes
by strong leverage in fact failed to secure these changes and, in the process,
lost the capacity to influence future Indian policy.'® According to economist
T. N. Srinivasan, ‘devaluation was seen as capitulation to external pressure
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which made liberalization politically suspect’.!” In light of the backlash, Delhi
soon reversed most of the liberalization measures.

In spite of early successes with agriculture, food shortages during the 1960s
created a sense of insecurity within the country, which was also somewhat
unsettled by changes in political leadership (Indira Gandhi became the Prime
Minister in 1966 after a brief interlude of Lal Bahadur Shastri as Nehru's
successor as of 1964). In these circumstances, the country was particularly
sensitive to the threat of foreign ‘blackmail’.? Indira Gandhi threw her full
support behind efforts to overcome the chronic food shortages through experi-
mentation with hybrid grain seeds that could vastly expand production in the
country’s north (particularly in the Punjab).?! The ensuing ‘Green Revolution’,
one of the great successes of Indian and global agricultural development,
engineered by Indian and some foreign experts, with significant assistance
from foreign donors including the Ford and Rockefeller Foundations, extended
from roughly 1967 until 1978 and transformed India from a food-deficient
country to one of the world’s leading agricultural producers (see Box 1).%*

Box 1 THE GREEN REVOLUTION

India’s impressive Green Revolution was brought about under tremendous pressure:
disastrous government finances, drought, and Western pressure to tend more effectively
to agriculture. As of 1966, Mrs. Gandhi understood that further humiliation at the hands
of the West, and specifically of Washington, could only be avoided if India moved
beyond the need for short-term food aid. She thus decreed that India must so organize
its affairs as to be able to feed itself and provided single-minded and effective support to
Indian and foreign researchers (notably, M. S. Swaminathan in India) working to develop
high-yield hybrid grain varieties and new approaches both to irrigation and to fertilizers
that could achieve this end.

In fact, the input requirements of the Green Revolution also served India well in the
short run: areas hosting high-yield crops needed more water, more fertilizer, more
pesticides, fungicides, and certain other chemicals. This spurred the growth of some
sectors of India’s industry. The increase in irrigation created the need for new dams to
harness monsoon water. In turn, the water stored was used to create hydroelectric
power, available to boost industrial production, create jobs, and improve the quality of
life in rural regions. India was able to pay back the multilateral loans it had taken from the
World Bank and its affiliates to support the Green Revolution, and this improved India’s
credibility in the eyes of lending agencies. Meanwhile, talented and energetic farmers
from Punjab—rendered redundant by more efficient production methods and by the
limit to subdivision of family plots—migrated to the West (notably Canada) and sent
significant remittances back to India.

The environmental costs of the Green Revolution, notably those exacted by excessive
use of water and chemical fertilizers that eroded the soil and sometimes contaminated
ground water supplies, were not well understood for many years. Only early in the new
millennium, with agricultural productivity growth stalling and the demand for food
rising inexorably as India’s population expanded and achieved greater prosperity, did
the limitations of earlier policy become clear to all.
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In spite of dramatic progress on the agricultural front, external events
continued at times to undermine India’s development trajectory. The huge
cost of the 1971 war with Pakistan had barely registered when the oil price
shock of 1973 also contributed to a drop in industrial output. Perforce, Mrs.
Gandhi now started to move away from some of the policies adopted by her
predecessors. Even though during her early years in power the public sector
continued to grow, she later sought to revive the private sector (with only
modest success). Populist programmes and policies were now replaced by
greater pragmatism. But not all of her new policies were successful. For ex-
ample her emphasis on growth with equity was supported by policies that did
not do enough for either. Consequently, while poverty levels declined be-
tween the mid-1960s and the mid-1980s, much of the population continued
to struggle for mere survival. Over these decades, the informal economy grew
at a faster rate than in the past, and planned economic development was
relegated to a secondary position.*?

Among her notable economic policy planks, beyond support for the Green
Revolution, Mrs. Gandhi pursued a vigorous policy of land reform in 1969;
placed a ceiling on personal income, private property, and corporate profits;
and gave high priority to the promotion of savings. Most large commercial
banks were nationalized in 1969. In 1970, the Monopolies and Restrictive
Practices Act was introduced. Conspicuous consumption by the rich was
discouraged or simply banned through licensing requirements, and princely
privileges were abolished.?* During her tenure, India came to possess a large
and diverse skilled scientific and technological sector, building on Nehru's far-
sighted commitment to champion indigenous Indian scientific capacity.?®
During these years, India became the world’s fifth military power, the sixth
overt member of the global nuclear weapons club, the seventh engaged in the
race for space, and the tenth industrial power.?® Nevertheless, the eradication
of poverty eluded her grasp and the private sector failed to revive significantly.

After 1984, Mrs. Gandhi’s son and successor as Prime Minister, Rajiv
Gandhi, attempted greater liberalization of the economy. The government
removed price controls and reduced corporate taxes. India once again wel-
comed foreign businesses and investment inflows in some sectors, and gave
priority to modernization of the economy through computerization and
telecommunications. It also worked hard to improve relations with western
governments. In the seventh plan (1985-89), greater emphasis was placed on
the allocation of resources to energy and social spending (at the expense of
industry and agriculture).

From 1980 to 1989, the rate of growth of the economy improved to 5.5 per
cent annually (or 3.3 per cent on a per capita basis). Industry grew at an
annual rate of 6.6 per cent and agriculture at 3.6 per cent. A high rate of
investment (up to 25 per cent from about 19 per cent of GDP in the early
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1970s) contributed to this significantly improved level of economic growth.
But fiscal and current account deficits also increased dangerously. Moreover,
most investment was devoted to large, long-gestating, capital-intensive pro-
jects, such as electric power, irrigation, and infrastructure, that were marred
by delayed completions and cost overruns. Corruption became a major public
issue, including the Bofors weapons procurement scandal that tainted Rajiv
Gandhi himself. With state resources and private savings tapped out, by the
mid-1980s India came to rely increasingly on borrowing from foreign sources.
During this time, the central government fiscal deficit increased rapidly, to
8.5 per cent of GDP at its peak in 1986-7.%

These macroeconomic imbalances, and a gradual depletion of reserves,
threatened the sustainability of growth rates and made the economy particu-
larly vulnerable to shocks.?® International developments were not favourable:
the collapse of the Soviet Union, India’s major trading partner, and the first
Gulf War in 1991, which cut the level of remittances from Indians working
abroad, contributed to a major balance-of-payments crisis for India. A pre-
cipitous drop in India’s reserve position created a growing perception that it
might default on its international obligations. High inflation in 1991 plagued
the Indian population.”

Reforms, globalization, and growing interdependence
(1990 onwards)

After a few unstable coalition governments, a Congress-led coalition under
Prime Minister Narasimha Rao faced a serious financial crisis that required
drastic measures. The gross fiscal deficit of the government rose from 9.0 per
cent of GDP in 1980-1 to 12.7 per cent in 1990-1. The GDP growth rate
declined from 6.9 per cent in 1989, to 4.9 per cent in 1990 and to 1.1 per
cent in 1991. For the Union government in Delhi alone (leaving aside State-
level deficits), the gross fiscal deficit rose from 6.1 per cent of GDP in 1980-1 to
8.4 per cent in 1990-1. As a result, the internal debt of the government
accumulated rapidly, rising from 35 per cent of GDP at the end of 1980-1 to
53 per cent of GDP at the end of 1990-1.%° In March 1991, a financial crisis
developed as India’s hard currency reserves fell to $2.1 billion—less than the
value of six weeks of imports—with $1.5 billion in payments to multilateral
financial institutions due at the end of March.?!

In June 1991, the government launched a series of far-reaching reforms
focused on freeing up the investment and trade regime; reforming the finan-
cial system; modernizing the tax system; and divesting public enterprises.
Over ten years, these reforms, in a controlled way, gradually expanded to
other areas—such as agriculture, pensions, insurance, capital markets, and

81



India’s Economy

infrastructure—and came to include full-blown privatization. Thus they pro-
foundly, if perhaps not sufficiently, transformed the nature of India’s econ-
omy. The reforms did away with import licensing on all but a handful of
intermediate inputs and capital goods items. The new Government an-
nounced a floating exchange rate regime in March 1992 that eventually served
India well.>* This proved particularly true during the global financial and
economic crisis of 2008-10, when a falling rupee absorbed much of the
shock. As a result of the reforms, and accelerating growth, the hitherto limited
Indian middle class expanded to somewhere between 50 and 350 million
people (depending on the measurements involved).**

Less than three years after the reforms were introduced, foreign direct
investment (FDI) started pouring in from American companies such as Pepsi
Cola, Coca-Cola, General Motors, General Electric, International Business
Machines, and McDonald’s (several of which had been forced out of India in
earlier decades) and from similar companies in Great Britain, Japan, France,
and Germany. Mutual funds, investment banks, securities firms, and commer-
cial banks increasingly invested in Indian securities. Indian companies raised
funds in the world capital markets and began merging with each other as well
as with foreign competitors.

In 1998-9, India faced a challenging international economic situation aris-
ing from the financial crisis that hit East and Southeast Asia in 1997. As an
international slowdown spread, investors shied away from the emerging mar-
ket economies, including India and China. But, due to India’s limited external
sector and large domestic market, as well as prudent management by the
Reserve Bank of India (RBI), the direct impact of the slowdown on India was
limited. Nevertheless, anxiety arose over India’s capacity to sustain its recent
export expansion, FDI (and financial inflows), technology transfers, and, more
broadly, nascent international confidence in the Indian economy. As India
started to gain economic strength, the orientation of India’s merchandise
trade started to change. On the export side, the major shift was away from
Russia and Japan—both troubled economies—towards developing countries
in Asia (including, increasingly, China) and the USA.** Trade with Western
Europe also grew considerably.

Liberalization of trade in services, so important to India during an era of
Western ‘outsourcing’, started during this period. In public sector banks, up to
74 per cent of FDI was permitted—in theory. In reality, the RBI heavily policed
where foreign banks were allowed to invest, preferring to channel foreign
funds into unprofitable ventures the RBI hoped the international investors
could turn around—and they often did. In telecommunications, up to 74 per
cent FDI was permitted for many services. Foreign equity was encouraged in
software and almost all areas of electronics. In the information technology
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Box 2 INDIA’S COMPANIES GO GLOBAL: ADITYA BIRLA GROUP'

Today, Indian firms are spreading their wings internationally, across many sectors,
acquiring foreign rivals and often creating very large groups, of which the takeover of
the steel giant Arcelor in 2006 by the Mittal corporation, which created the world’s
largest steel company, is perhaps the best example. According to the data released by
the RBI, the total outward investment from India, excluding that made by individuals and
banks, rose 29.6 per cent to US$17.4 billion in 2007-8, largely due to acquisitions. Some
of the major acquisitions by Indian companies abroad include Novelis (by Hindalco),
Corus (by Tata Steel), Repower (by Suzlon), and Infocrossing (by Wipro).?

The Aditya Birla Group was India’s first truly multinational corporation. Its origins can
be traced back to the nineteenth century, when Seth Shiv Narayan Birla started trading in
cotton in the town of Pilani, Rajasthan. In the early part of the twentieth century, the
group’s founding father, Ghanshyamdas Birla, expanded the group and set up industries
in critical sectors such as textiles and fibre, aluminium, cement, and chemicals. In 1969,
Aditya Birla, then Chairman, put the group on the global map. He set up nineteen
companies outside India, in Thailand, Malaysia, Indonesia, the Philippines, and Egypt.
The impetus for international expansion derived from the Indian government’s un-
favourable regime for Indian private sector companies at the time. Overall, Birla’s
international ventures prospered remarkably and provided a blueprint for the group’s
further expansion within India when conditions there for private corporate entities
started to improve in the 1980s. Under Aditya Birla’s leadership, the group became the
world’s largest producer of viscose staple fibre, the largest refiner of palm oil, the third
largest producer of insulators, and the sixth largest producer of carbon black. After
Aditya’s demise in 1995, at the age of 52, his son Kumar Mangalam Birla took over.

Today, the Group has an annual turnover of US$24 billion, market capitalization of US
$23 billion, over 100,000 employees belonging to over twenty-five different nationalities
on its rolls, and a presence in twenty countries. The group has diversified business
interests and is a dominant player in all the sectors in which it operates, such as viscose
staple fibre, metals, cement, viscose filament yarn, branded apparel, carbon black,
chemicals, fertilisers, insulators, financial services, telecom, BPO, and IT services.

T See also Joe Leahy and John Reed, ‘Troublesome Trophy’, Financial Times, 31 July 2009 (on Tata’s
purchase of Jaguar Land Rover).

2 See ‘Indian Investments Abroad’, India Brand Equity Foundation, www.ibef.org/economy/indianinvest-
mentsabroad.aspx

sector, 100 per cent foreign investment was permitted in units set up exclu-
sively for exports.

India’s share of world exports, which had declined from 2 per cent at
independence to 0.5 per cent in the mid-1980s, bounced back to 0.8 per
cent in 2002 and stood at 1.21 per cent in 2010.*> From 1998 to 2008, the
ratio of total goods and services trade to GDP rose from 17.2 per cent to 30.6
per cent. In February 2009, Kamal Nath, then India’s Minister of Commerce
and Industry, predicted that along with other BRIC and Gulf Cooperation
Council economies, India would contribute about 35 to 37 per cent of incre-
mental global GDP growth during the years through 2012.%°
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Figure 4.1. India’s average annual GDP growth rate 1951-2009

Note: These averages were calculated using the data on annual growth rates at factor cost and at
constant prices (at base year 1999-2000).
Source: Reserve Bank of India, Handbook of Statistics on Economy, 2008-9.

More broadly, India’s reforms led to a meaningful shift in the growth rate of
GDP after 1993, which rose at unprecedented rates of 6 to 7 per cent, averaged
8.6 per cent between 2003 and 2007, and peaked at 9 per cent 2007 (see Figure
4.1). Unlike growth in the 1980s, which was fuelled by excessive borrowing at
home and abroad, this new growth was largely driven by domestic consump-
tion and continuing high levels of savings and investment.

Gross Domestic Investment (GDI) rates rose from 24.3 per cent of GDP in
2000-1 to 33.8 per cent in 2005-6 and domestic savings from 23.7 per cent in
2000-1 to 32.4 per cent during 2005-6. Over this period, the fiscal manage-
ment of the country improved, with the combined fiscal deficit of the Union
and States declining from 9.5 per cent of GDP in 2000-1 to 6.4 per cent in
2006-7. However, combined public debt as a proportion of GDP remained
high at over 70 per cent.?” Internationally, India came to be ranked the fourth
largest economy in terms of purchasing power parity, and at current growth
rates could well overtake Japan as the third most significant economic power
within ten years.*® The growth of India’s middle class was seen by economists
as particularly hopeful (although advocates for the poor rightly point out that
the government’s social policies too often failed).*®

Until the global financial and economic crisis of 2008 demonstrated that
the notion of ‘de-coupling’ between major economies had been somewhat of
a delusion, there seemed no limit to the ambition (and sometimes overreach)
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of the Indian private sector as reflected in coverage by India’s ‘pink’ (financial)
press, which came to embody the excesses of the ‘India Shining’ enthusiasms
of the early twenty-first century.*° India’s ability to ride out the 2008-9 global
economic downturn while racking up growth rates of 6 per cent demonstrated
how resilient its domestic market and robust its savings had become, in sharp
contrast to Western economies.*' That said, rising inflation and a deteriorat-
ing current account position as of mid-2010 required active management by
the government and the RBL.*?

The face of Indian business changed dramatically. Indian firms were no
longer merely seekers of foreign technology, producers of indifferent goods,
or providers of low-end services. Their engagement with the world acquired
new dimensions. India became the leading nation in software services—Tata
Consultancy Services (TCS), Infosys, and Wipro became acknowledged world
brands, and Indian companies, as well as Indian professionals, were con-
stantly seeking to move up the value chain.*® Several Indian oil companies
are today part of the Fortune 500 list of top companies worldwide.**

Recently, India’s more wide-ranging engagement with the rest of the world
is also striking: outward FDI by Indian firms, and the rise of Indian multi-
nationals; India’s prominence as a platform for R&D with global applications;
the cultural influence of books, music, and movies produced in India; and the
role of Indian nationals in global corporations, particularly in the fields of
science, technology, and finance are now taken for granted—unlike twenty
years ago. These four aspects of globalized India extend well beyond the
traditional notions of trade and capital flows. Moreover, during the last six
or seven years, more than 150 major companies from the USA and Europe
have set up larger research, design, and development centres in India. They
include big names such as Boeing, Daimler Chrysler, DuPont, General Electric,
General Motors, Intel, IBM, Microsoft, Siemens, and Unilever.

India also enjoys, almost uniquely, what many Indians think of as a tre-
mendous demographic advantage as the only very large economy wherein the
size of working population is expected to grow over the next twenty years (in
sharp contrast with China).*> However, whether this phenomenon turns into
a demographic boon or a demographic bomb will depend very largely on
whether India can radically improve public education at every level. Large
numbers of unskilled or poorly educated Indians are unlikely to benefit
the wider economy greatly in years ahead and could contribute to social
instability.*®

Mostly unnoticed by the rest of the world, in a field where India’s geos-
trategic and economic interests coincide, successive Indian governments
have been startlingly effective at developing a credible space programme
with the capacity for multiple satellite launches from a single rocket, missile
and missile delivery systems, and also, in 2008, the successful launch of a

85



India’s Economy

lunar probe, Chandrayaan 1. The Indian Space Research Organization (ISRO)
in 2009 operated the world’s second largest fleet of remote sensing satellites
after the USA.*’

As the balance of economic and geostrategic influence (even power) shifts
towards Asia, Indians have increasingly engaged with the idea of a world
dominated by Indian and Chinese economic success.*® But, while Western
economic policy mistakes are undeniable, and the USA’s geostrategic over-
reach following the events of 11 September 2001 are all too easy to document,
uncertainties and fragilities abound in the outlook for both the Chinese and
Indian economies.*® For example, Angel Gurria, Secretary-General of the
OECD, recalling the ‘lost decade’ of Latin American economic performance
in the 1980s, argues that India needs to reduce both Union and state-level
deficits and the national debt in order to protect the impressive ‘growth
dividend’ from its economic reforms.>® Twenty years ago, nobody forecast
the stagnation of Japan in the 1990s, and its continuing relative loss of clout
ever since. Thus, while Asian economic successes, including that of South
Korea and some of the ASEAN countries, have been tremendously impressive,
the crystal ball for global economic handicapping in years beyond the imme-
diate future remains cloudy.

Economic imperatives guiding Indian foreign policy

Economic considerations played a pivotal role in shaping the nation’s foreign
policy. As emphasized by Nehru when he first articulated his vision of Indian
foreign policy in a speech to the Constituent Assembly in December 1947: ‘It
is well for us to say that we stand for peace and freedom and yet that does not
convey much to anybody, except a pious hope ... What then do we stand for?
Well, you have to develop this argument in the economic field.”' He added,
idealistically, that India’s foreign policy was shaped by its commitment to the
development of all developing economies. He had in mind the pursuit of an
independent foreign policy that would maximize its overall freedom of
manoeuvre. He understood that India’s role in the world was likely to be
achieved less by traditional balance of power politics or through strategic
alliances and more by the rapid enhancement of its internal economic cap-
abilities. The primary task of independent India’s foreign policy, therefore, in
the short run, was to assist in the transformation of India’s society and
economy in a way that would strengthen the cohesion and viability of the
nation. This would help to develop strategic autonomy of choice, and thus,
in the longer run, smooth the path of its emergence as a more meaningful
global actor.
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India’s Aid imperative

The urgent need for resources and technology in the early stages of its eco-
nomic development was a principal factor influencing the direction of Indian
foreign policy. Nehru's emphasis was on industrialization, particularly the
manufacturing of heavy machinery required to support India’s steel, power,
fertilizer, and chemical industries.>? In pursuit of the necessary financial and
technical assistance to advance these plans, Indian diplomacy worked hard to
cultivate both Moscow and Washington (and, through Washington, the inter-
national financial institutions headquartered there).’* The policy of non-
alignment that emerged during the 1950s facilitated the achievement of this
objective, allowing Delhi to cultivate cordial relations with the two contend-
ing Cold War bloc leaders.>*

But Nehru may have underestimated the extent to which his asymmetrical
interpretation of the concept of non-alignment irritated several capitals in the
West. He, in fact, forged much closer relations with Soviet Union, based on
what he perceived as a broad convergence of interests. A strategic relationship
with India fit well into the Soviet worldview focused on thwarting the geo-
political pretensions of both the USA and China, particularly in wider South
Asia.>®

The Soviet Union was the only major power to support India in developing
independent capabilities in heavy industry and cutting-edge technologies.
Formal cooperation between the two countries began in 1960 when they
agreed on a programme of military cooperation, and by 1965 the Soviet
Union was the second largest bilateral contributor to India’s development,
culminating in the 1971 bilateral treaty. Soviet power and capacities provided
India with substantial economic, political, military, and diplomatic support
during much of the Cold War.>® This key bilateral relationship contributed to
India’s emergence as a significant industrial power.

Soviet aid was extended on the basis of long-term, government-to-govern-
ment programmes, which provided for generations of technical training for
Indians; the supply of raw materials; the integration, where possible, of Indian
components and other inputs; and also markets for finished products. These
bilateral arrangements were made in non-convertible national currencies,
helping to conserve India’s scarce foreign exchange. Thus, Indians generally
regarded the Soviet contribution to Indian economic development as positive
(although private-sector-oriented Indians were alive to the pitfalls of a close
economic and political relationship with the USSR). By the late 1970s, the
Soviet Union was India’s largest trading partner.

Ties with Washington were increasingly strained by Delhi’s growing de facto
alignment with Moscow. Washington contributed significantly, particularly
through food aid (the PL 480 programme), to the development of the Indian
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economy. By 1964, India depended heavily on aid from the USA.>” Americans
had been much taken by Nehru's flair during his first official visit to the USA in
1949 and continued to entertain a fascination for India. The Kennedy Admin-
istration sent John Kenneth Galbraith as US Ambassador to India in 1961, and
his arrival in Delhi was soon followed by a highly mediagenic visit by Jackie
Kennedy. The positive dimensions of the relationship were critical in sustain-
ing India psychologically at the time of the China-India border war of 1962.

However, the disappointing results of the Indian development model (gen-
erating only very limited exports), the huge costs of war with Pakistan in 1965,
and a disastrous monsoon together contributed to foreign exchange exhaus-
tion and encouraged the USA to adopt a ‘short-tether’ policy of doling out
food stocks sufficient only to meet requirements a few months at a time, and
of explicitly tying the continuation of food aid to the adoption by India of
policies aimed at increasing agricultural production and curbing population
growth. (Washington adopted similar policies towards Pakistan at the time.)
As a result, India devalued its currency in June 1966, despite major dissension
in Cabinet and in the Congress Party. Washington resumed its aid pro-
grammes ten days later.® Washington’s ‘tough love’ approach to India was
clearly dictated, at least in part, by irritation with Delhi’s criticism of the US
role in the Vietnam War, but India’s ineffective economic policies also played a
central role—and this is often not fully appreciated in India.

India’s own foreign aid programme today

Economic diplomacy has been a significant means of achieving broader for-
eign policy objectives in India. India’s foreign aid programme, the Indian
Technical and Economic Cooperation programme (ITEC), was established in
1964. ITEC notionally covers 156 countries, together with the Special Com-
monwealth African Assistance Programme (SCAAP), both managed and run
by the Economic Division of the Ministry of External Affairs (MEA). The
Technical Cooperation programme, with its emphasis on capacity building,
transfer of technology, and sharing of the Indian developmental experience,
has become an important element of India’s interaction with countries in the
developing world. Further, the Investment and Technology Promotion (ITP)
Division in the MEA aims to project the image of India as an established
economic power with attractive potential for investment and business.
A new Energy Security Unit was established in the Ministry in September
2007 to support India’s international engagement through diplomatic inter-
ventions. The Unit supports the efforts of Indian private and state corpor-
ations, in acquiring energy assets overseas, in the transfer of new and
emerging technologies to India, and in building strategic partnerships with
foreign companies.’® The MEA also oversees the Indian Council of Cultural
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Table 4.1. Principal destinations of India’s Aid & Loan Programme (excluding lines of

credit)

Aid to countries (in Rupees Crore) 2007-8 2008-9 2009-10
Bhutan 731.00 1205.92 1301.98
Bangladesh 60.00 6.00 3.76
Nepal 100.00 113.00 150.00
Sri Lanka 28.00 30.00 80.00
Maldives 19.50 504.70 3.50
Myanmar 20.00 35.00 55.00
Afghanistan 434.00 418.50 287.00
African Countries 50.00 95.00 125.00
Central Asia 20.00 18.82 -
Latin American Countries 1.53 2.00 2.00
Others 240.08 215.75 205.55

Source: Government of India, Ministry of External Affairs, Annual Report 2007-8, 158; Annual Report 2008-9, 185;
Annual Report 2009-10, 199.

Relations, which provides assistance and programmes to improve cultural ties,
for instance through student and teacher exchange programmes.

India has been providing substantial military and economic assistance
within South Asia since independence with aid to Bhutan alone constituting
42.9 per cent of India’s total aid and loan budget (see Table 4.1). Outside
India’s immediate neighbourhood, Africa is the largest beneficiary of India’s
foreign aid and related commercial ventures. India has provided credit lines
worth $200 million for the New Economic Partnership for Africa’s Develop-
ment (NEPAD), $500 million to the Techno-Economic Approach for Africa-
India Movement (TEAM-9) group of countries in West Africa, as well as
bilateral lines of credit to Sudan and some other African countries. India has
also made lines of credit available to regional banks in Africa.®®

India’s economic growth rates since the 1990s and its own international aid
programme call into question its continued need for international assistance
beyond multilateral lending (although on this front, India can gain inter-
national commercial credit on very favourable terms in light of its economic
performance).®! A decade ago, the issue was a lively one under the National
Democratic Alliance (NDA) coalition government, which sought termination
of the smaller foreign assistance programmes to India (portrayed as more
trouble than they were worth). While the UPA coalition that followed in
2004 reversed the decision, foreign assistance programmes in India are fast
winding down.%?

The ‘Hindu rate of growth’ and the effects of change elsewhere in Asia

Because the rate of economic growth in independent India was modest in early
years, some scholars have been tempted to cast scorn on Nehru's intervention-
ist economic policies, focused on self-sufficiency in food and on industrial
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development. However, thanks to activist social policy underpinning public
health and education programmes, in just forty years following independence,
infant mortality was halved, life expectancy nearly doubled, and adult literacy
almost tripled.

Even so, four decades of state-directed economic planning under Nehru and
his immediate successors brought about decisively slower growth than in
many other Asian countries. Compared with East Asia, India fared badly. Its
share in world output and exports fell, and social indicators lagged far behind
those of others.®® India’s self-imposed isolation from the global trading order,
consonant with its strategy of import-substituting industrialization discour-
aging foreign investment, accrued serious costs. At the same time, the ‘license
raj’ empowered much, and corrupted some, of the public sector while alien-
ating the private sector. Meanwhile, in broad terms, India stagnated and the
value of the rupee relative to the US dollar declined by 40 per cent.

During much of the 1980s, when Southeast Asia and even China raced
ahead through their steady integration into the global economy, India
remained an economic laggard, its rate of growth barely exceeding 3.5 per
cent annually—the ‘Hindu rate of growth’, to borrow the Indian economist
Raj Krishna's evocative phrase. Thus, while India’s leaders sought to address
economic inequalities on a global scale, the outcomes of their domestic
economic policies proved increasingly disappointing relative to those else-
where in Asia.

At times, India’s international stance stood in direct contradiction to its
interests. For example, India vocally supported the efforts of the Organization
of Petroleum Exporting Countries (OPEC) in the early 1970s to extract con-
cessions from the industrialized north by dramatically raising the price of oil,
but the price rises compounded India’s acute energy needs. Thus, ideology at
the time trumped a pragmatic approach to alleviating India’s economic plight.

Gradually, with pragmatism creeping into its foreign policy, India was able
to play a more assertive and positive role internationally, perhaps encouraged
by the success of the 1971 war with Pakistan that fractured its rival and gave
birth to Bangladesh. Its bilateral diplomacy became more vigorous and cre-
ative, and India increasingly participated in Asian regional discussions, while
redoubling its participation in UN peacekeeping. Its strengthening military
and its technological successes (not least its controversial nuclear test of 1974)
imbued it with greater self-confidence.

But it was internal economic mismanagement rather than foreign policy
considerations that forced its hand in introducing significant economic
reforms as of 1991, yielding much enhanced economic growth, which pro-
vided India with the credibility and room for manoeuvre necessary to play a
more central role on the international stage.®* The simultaneous collapse of
the Berlin Wall and of the Soviet bloc also forced a rebalancing of India’s
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positioning at the global level that turned out to be advantageous. India bade
farewell to many of the more noxious aspects of socialism without fanfare or
much regret, while maintaining at least a strong rhetorical commitment to a
large role for the state in combating poverty and regulating the economy.®®
India’s excessive external debt of the late 1980s and the balance of payments
crisis of 1991 triggered corrective action that put it on a path from which it
could hope to compete with China for economic leadership of the contin-
ent.®® Indeed, China’s economic rise perhaps proved a more powerful spur to
reform impulses within the Indian government than was apparent at the
time.

Today, in spite of the still modest share of the external sector within India’s
economy, both its absolute weight and the emphasis placed on economic
factors in its foreign relations suggest that it may be worth reviewing how
this shift has altered India’s place on the global stage.

Economic ties and their corollaries with major
international partners

United States

As outlined above, India’s traditional relationship with the USA was marked
by considerable development assistance dependency combined with frequent
friction over regional and geostrategic issues. With India’s economic reforms,
its growing success, the decreasing ‘pull’ of its relationship with Moscow, and
a sense in the USA that it needed to cultivate new friends, the relationship, as
of the mid-1990s, entered a new phase. On the one hand, the vast potential of
India’s growing market became clear to American business interests and to the
US government. On the other, India’s growing openness, vibrant democracy,
and increasing international credibility commended it as a more important
partner for the USA at a time when Washington’s ventures in Iraq after 2003
and Afghanistan after 2001 were generating distress and when American
standing internationally was seriously undermined by the excesses of the
‘war against terror’.

It is in light of all of these factors that US-Indian negotiations to resume
nuclear cooperation (first under President Clinton, then, successfully, under
President Bush) may best be understood. For India, the negotiations held out
the prospect of breaking India’s nuclear isolation and eliminating its ‘pariah’
status in this field, as well as offering prospects for improved energy supply.
For the United States, the stakes also were geostrategic, but perhaps even more
so, economic and commercial.

Meanwhile, the US corporate sector connected with India not only
through its own market, but also by accessing for its global purposes India’s
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Box 3 BOEING CORPORATION'’S INDIA STORY

The signal improvement in USA-India official relations since 1991, as well as the reorien-
tation of the Indian economy away from state control to private-sector-led expansion is
vividly illustrated by the Boeing Corporation’s India story, and it in turn suggests how
inflected US policy can be by commercial opportunities for its private sector.

From the earliest days of the indigenous Indian commercial airline business, Boeing,
through its forerunner, de Havilland, was associated with the country. . R. D. Tata in
1932, having founded Tata Airlines (in 1946 translated into Air India), flew a de Havilland
‘Puss Moth’ from Karachi to Ahmedabad. In 1960, Air India took delivery of several
Boeing 707 jet airliners, over the years expanding its Boeing fleet, eventually to include a
number of 747s.

The next major phase in Boeing’s relationship with India, constrained by the often
touchy relations between the USA and India, including sanctions following the 1974 and
1998 nuclear tests, developed from the emergence as of 1993 of India’s private airlines,
notably Jet and Kingdfisher, which rapidly purchased aircrafts from both Boeing and
Airbus in large quantities. This, in turn, for competitive reasons, forced the Indian
government to shore up failing Air India and its sister company Indian Airlines (mainly
flying domestic routes) by providing the financing for them to renew their fleets. Boeing
again benefited royally.

Thomas R. Pickering, who served as US Ambassador to India in 1992-3, recalls USA-
India commercial relations in the aircraft sphere to have been limited by a number of
factors, both political and economic.! For military hardware, India could still rely on
barter arrangements with the Soviet Union (although these would soon be shifted to a
‘cash and carry’ basis by the Russian Federation). President Reagan had allowed some
engine sales to India, but the subsequent commercial potential of the Indian market was
as yet unanticipated by the USA.

Pickering in January 2001 moved to Boeing as a Senior Vice-President. From the outset
he saw Russia, China, and India as critical to Boeing’s international prospects—not just as
potential competitors but also as clients. Boeing had already sought out commercial
partnerships with Indian information technology companies, and would, by late in the
decade, set up a major maintenance and repair operation of its own in India. At first, the
potential of India was a hard sell at Boeing corporate headquarters, but over time it
developed into one of Boeing’s largest non-Western markets.

Coinciding with the uptick in Indian commercial aircraft purchases as of 2000, the
Indian government sought to renew the fleet of both the Indian Air Force and of the
Indian Navy’s air arm. Soon, India was in the market for 126 fighter aircrafts, to replace
its MIG fleet, and Boeing, together with Indian partners, had placed a bid on what
is likely to prove the single largest such contract for some time outside the USA.
Meanwhile, as of 2009, it had an order book in India of 100 aircrafts valued at $17
biIIionZand was expanding its footprint in the IT sector and eying space cooperation with
India.

T Interview with Thomas Pickering, 19 June 2009 and correspondence 30 June 2009.

2 For a fuller account, see David M. Malone and Rajeev Ranjan Chaturvedy, ‘Impact of India’s Economy on
its Foreign Policy since Independence’, Research Report (Vancouver, BC: Asia Pacific Foundation, Novem-
ber 2009): www.asiapacific.ca/sites/default/files/Indian__Economic__and__Foreign__Policy.pdf
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information technology, business processing, and ‘back office’ capacities,
eventually coming to encompass even legal services. In key sectors where
liberalization measures in India had yet to be introduced, many big Indian
corporations struck alliances with US companies. In addition, in India, much
of the urban upper middle class saw closer ties with the USA as its own
passport to greater personal prosperity in an increasingly globalized world.
As well, the aspirations of middle class Indians are very close to those of
individual Americans. These factors taken together may explain why poll
after poll has identified a positive appreciation of the USA among the Indian
public, indeed the most positive of any Asian country.®’ Further, the upper
echelons of India’s bureaucratic and military elite, often featuring personal
familiarity (frequently involving higher education) with the USA, increasingly
support closer ties, although significant resistance to the trend comes from
some academic, think-tank, and political circles fearful of Indian submission
to US aims.®®

The success of the India-USA negotiations on nuclear cooperation in 2008,
and the IAEA and the Nuclear Suppliers Group’s acceptance of the terms of
this agreement, offered India both enhanced economic partnership and geos-
trategic benefits, not just in relations with the United States but also with the
Russian Federation, the European Union, and others. This period was a good
one for the USA to announce the scaling back of its bilateral aid programme in
India, on the grounds that India’s economic success had made it redundant in
much of the country.®’

Russia

Although relations between India and the Russian Federation were never
less than cordial following the collapse of the Soviet Union, India’s growing
international self-confidence and its intensifying ties with the USA intro-
duced a more balanced tone (and the occasional note of mutual irritation)
in the relationship with Moscow. The legacy of Soviet economic and mili-
tary assistance remained an important one, but increasingly Moscow
wished India to place the relationship on a strictly commercial footing,
while India believed itself over-charged for some Russian military procure-
ment. Notably, as estimates for the cost of a refit of the Russian aircraft
carrier Gorshkov, which India had purchased, ballooned, India’s navy com-
plained pointedly and publicly.”” Moscow stood on the sidelines of the
Indo-US nuclear negotiations, holding in abeyance any active nuclear co-
operation of its own until the agreement was sanctioned by the IAEA and
NSG. But it had been careful to negotiate the provision of further nuclear
reactors to India contingent on these developments (as had France). In
2000, Russia signed a Strategic Partnership of Friendship and Peace with
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India at a time when US power seemed at its peak, providing India with a
degree of counterweight in its discussions with Washington. Today, the two
capitals maintain a good understanding of each other’s bilateral and geos-
trategic concerns while retaining their autonomy of action and expanding
their relations with other countries.”"

Russia’s position as an energy superpower—the world’s largest gas producer
and second-largest oil producer—automatically provides it with Delhi’s atten-
tion in view of fragile Indian energy security. Moreover, geostrategically,
Russia’s once again increasing influence in Central Asia and its dominance
over most pipeline routes originating in that region suggest that Delhi
will take care to maintain friendly ties and economic lifelines with the
Russian Federation and its friends.”* Indeed the emergence in 2001 of the
so-called Shanghai Cooperation Organization (SCO), including China and
Russia, but not the Indian government, was viewed by Indian analysts with
some disquiet.”?

China

After balmy days during most of the 1950s, India’s relationship with Beijing
deteriorated sharply in the early 1960s, culminating in the 1962 border war,
the outcome of which shocked India. Nevertheless, as China emerged from its
Maoist hermeticism and its economic reforms started to bear fruit in the
1980s, India understood it could not afford to ignore China’s economic
renaissance and the implications thereof for China’s geostrategic standing.

India has engaged with China more successfully in the sphere of economic
relations than on political and security issues, on which India remains some-
what defensive. As C. Raja Mohan notes, the rise of both countries is likely to
lead them to ‘rub up against each other’ occasionally while simultaneously
seeking to manage their differences.”*

Trade between the two countries has been expanding exceptionally fast
since the late 1990s, indeed by as much as 33 per cent in 2008, to nearly $52
billion.”® Indian investment in China has been welcomed and, although India
continues to restrict Chinese investment in a broad range of sectors deemed
sensitive from a security perspective, investment flows, while still very mod-
est, are increasing in both directions.”® The growing economic connections,
although not yet leading to meaningful interdependence, make future bilat-
eral strains more likely to be ‘managed down’ rather than escalated into full-
blown rows. Further, both countries are aware, given their populations and
economic weight, that their economic and other ties are critical for the future
of Asia and the rest of the world. In pursuing closer ties, each country is clearly
eager to capitalize on the other’s economic strengths—manufacturing and
computer hardware in China, services and software in India.
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In 2005, India and China announced a new ‘strategic partnership’, pledging
to resolve long-standing border disputes and boost trade and economic co-
operation between two countries. As a goodwill gesture, China formally aban-
doned its claim to the tiny Himalayan state of Sikkim, presenting Indian
officials with a map showing the area as part of India. While progress on
other border issues can be expected to wax and wane and agreement may
prove elusive, such differences could be mitigated eventually by a more com-
prehensive economic relationship.

West Asia

While India’s economic relations with the greater Middle East (commonly
referred to in India as West Asia, and sometimes deemed to include northern
Africa and the independent republics of Central Asia and the Caucasus) have
increased and diversified since the 1990s, India has needed to deal with
shifting sands (not least in Iraq and Iran) in circumstances of considerable
Indian dependency on the Persian Gulf countries for oil supplies. Likewise,
oil- and gas-rich Central Asia is of interest to India primarily in terms of these
and other natural resources. India has adapted with great flexibility to various
upheavals in the Middle East, introducing a strong economic relationship
with Israel (mainly in the area of military procurement) into the mix as of
the early 1990s.

In spite of strong ties with Pakistan reinforced by a shared Muslim faith,
many Arab countries and Iran have cultivated their ties with India, under-
standing its systemic importance and appreciating the steady nature of its
engagement with them. For India, the Persian Gulf is of great significance as
the destination for much Indian migrant labour from Kerala and other
states. The resulting remittances are of critical importance to some local
economies in India, and the 2008-10 economic downturn in Dubai was
keenly felt for those reasons in parts of India. As well, India, always keen on
multiplying its options, has looked to the Gulf countries as an attractive
source of investment flows.”” Taken together, these factors have made the
Gulf commercial hub of Dubai a symbiotic partner for Mumbai in its role as
India’s principal financial centre, with Indian nationals playing important
roles in a variety of Gulf financial institutions. Overall, India’s diplomacy in
West Asia, rooted in India’s economic interests and buttressed by civiliza-
tional links, has been deft, in very challenging circumstances.

East and South Asia

Economic success in much of East and Southeast Asia has been one spur for
greater Indian engagement—and China’s expanding relationships in those
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areas another—but India’s own immediate neighbourhood on the periphery
of South Asia has always claimed more of its attention.”®

Liberalization and economic growth in India, while likely positively influ-
encing related trends in Pakistan and Bangladesh, have not led to a more
economically-oriented Indian diplomacy in the area (with the exception of
Bhutan, from which India derives significant hydroelectrical resources). The
South Asian regional cooperation forum, SAARC, remains largely inert, with
few convincing economic achievements, whereas growing economic prosper-
ity and integration in the region might serve to promote India’s security.
Unfortunately, other than a useful Free Trade Agreement with Sri Lanka and
greater physical connectivity within the region, Indian policy has displayed
neither imagination nor much energy in promoting economic ties within the
South Asian subregion. As a result, South Asia stands as one of the least
integrated regions in the world.

On the other hand, building on a Free Trade agreement with Singapore,
India has been engaging more systematically and productively with the coun-
tries of Southeast Asia (and with their regional organization, ASEAN).”® And,
beyond China, economic ties with South Korea and Japan, while still well
below potential, are valued in India. India’s ‘Look East’ policy launched in
1992 is built on economic rather than primarily geostrategic imperatives as
Chapter 9 details.®°

Western Europe

Europe, which has not played a major role in India’s worldview since the
colonial era, is nevertheless a major trading and economic partner for India
(see Figure 4.2). Britain, Germany, and France are taken seriously as political,
economic, and, to a degree, military powers, but the pretensions of the Euro-
pean Union puzzle Indian policymakers at a time when European disunity,
rather than commonality of perspective and purpose, is mostly on display.
India’s view of Europe holds up a mirror to European aspirations and suggests
that rhetoric goes only so far when undermined by competition among the
major member states for India’s favour and contracts.

Indeed, of all of India’s potentially significant partners, Europe is the
most underperforming today. European companies have been bold in
moving into India since liberalization, and have often performed very
well. But beyond luxury industries, and as a tourist destination for an
increasingly footloose Indian upper middle class, Europe has decisively
failed to capture India’s imagination (as opposed, notably, to the United
States). Europe is the rare case in which very meaningful economic rela-
tionships have not translated into a major place in India’s geostrategic
outlook. In the absence of a genuine European Union with a cohesive
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and credible foreign policy, individual European capitals are bound to
count for less in Delhi even if bilateral economic ties prosper (as the
chart in Figure 4.2 suggests they do).

The significance of India’s recent economic growth in the multilateral
sphere and in the balance of power and influence are considered in Chapters
11 and 12.

Emerging issues and future challenges

Indians have naturally been very taken with the narrative of Western decline
and the rise of Asia, as promoted by Kishore Mahbubani and others.®*' The
‘India Shining’ story was premised largely on assumptions of uninterrupted
Indian growth and development, unconnected to wider patterns of inter-
national economic performance. The global financial and economic crisis of
2008-10, throughout which India continued to grow economically but at
lower rates, put paid to these fantasies, but should not obscure India’s assets
in the sphere of international economic competition. Its central bank man-
aged India’s financial institutions prudently, and India’s liberalization and
gradual opening to global markets was a relative rather than an absolute
process. These factors served it well at a time of global economic downturn.
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As well, its internal market remained buoyant, with savings and the potential
for investment still high.

Thus, whether or not India and China will displace the West as ‘action
central’ for the global economy (as pundits and forecasters were wont to
predict early in the millennium), Indian economic progress is likely to con-
tinue, and could do so at a very brisk pace if future Indian governments can
tackle the challenges of weak public education, health service delivery, and
inadequate national infrastructure more effectively.®* Forecasting firms and
specialists tend to advance exciting but questionable projections twenty-five
to forty years into the future. For example, based on current trends, by 2025
India’s economy can be expected to amount to about 60 per cent the size of
that of the USA. One reason statisticians and economists tend to be optimistic
for India relates to its demographics, but these are changing fast, so while
India can count on a youthful and growing population for some years, the
picture could look quite different by 2050.%* The recent economic and finan-
cial crisis makes clear how chancy long-term projections can be, but the trend-
lines for India remain hopeful.** Indeed, Goldman Sachs (whose strategic
guru Jim O’Neill coined the BRIC grouping) has offered a scenario under
which India, within a decade, will be outgrowing China by a wide margin
(see Table 4.2).%°

One obvious implication of these projections is that India’s need for natural
resources, including those required to produce energy, can only increase
sharply, barring unforeseen changes in energy technologies. Another is that
the environmental implications of Indian growth, unless carefully managed,
could blight the country’s future and affect the rest of the global environment.
Some studies indicate that while China’s demand for oil could peak earlier
than we might expect, India may experience rising demand for imported oil
and gas for some time (even taking into account the likelihood of expanded

Table 4.2. BRICs’ real GDP growth (%): Five-Year Period Averages

Brazil China India Russia
2000-05 2.7 8.0 53 5.9
2005-10 4.2 7.2 6.1 4.8
2010-15 4.1 5.9 5.9 3.8
2015-20 3.8 5.0 5.7 34
2020-5 3.7 4.6 5.7 34
2025-30 3.8 4.1 5.9 3.5
2030-5 3.9 3.9 6.1 3.1
2035-40 3.8 3.9 6.0 2.6
2949-5 3.6 3.5 5.6 2.2
2045-50 34 2.9 5.2 1.9

Source: Dominic Wilson and Roopa Purushothaman, ‘Dreaming With BRICs: The Path to 2050’, Goldman Sachs Global
Economics Paper No. 99, 1 October 2003, available at: www2.goldmansachs.com/ideas/brics/book/99-dreaming.pdf
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internal production).®® At the same time, as Figure 4.3 indicates, India’s
domestic ability to produce oil has reached a plateau for now.

Internationally, the economic challenges facing Indian foreign policy are
many, including those relating to energy and food security and the unpredict-
able economic consequences of potential instability in the Middle East. In-
dians are much preoccupied by China’s accelerated economic growth, which
provides China with greater means to support its geostrategic aspirations than
India can devote to its own. This has led to fears of Chinese encirclement,
most often focused on anxieties about China’s constructions of naval and air
facilities in India’s immediate Indian Ocean neighbourhood.?” Domestically,
India’s challenges include interregional and urban-rural disparities; a lan-
guishing agricultural sector; infrastructure grossly inadequate to the needs of
a rapidly growing economic power; and a lack of skilled manpower due to
disappointing education opportunities and misaligned training. Failing public
service delivery is at the root of slow progress in tackling a number of social
challenges, such as illiteracy, malnutrition, and gender inequality.®® In add-
ition, although it has been declining in relative terms, acute poverty continues
to be an overwhelming drag on India, afflicting hundreds of millions.?® And
the local consequences of global warming and climate change, not least in
terms of its challenges for water management, are rightly beginning to worry
thoughtful Indians seriously.

Nevertheless, it is India’s sharply positive economic performance since the
mid-1990s that has shifted international perceptions of its potential and that
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has fuelled acceptance of its rise on the global stage. And it is these perceptions
that create greater opportunity for India in redefining and advancing a foreign
policy for a new era, one more strongly marked by Asia than has been the case
for many centuries.

India’s bilateral diplomacy has mostly been deft beyond its own immediate
neighbourhood, and even in the latter it has been improving. However, as
India achieves significant economic growth, albeit still struggling with pov-
erty, its multilateral policy (for example, on non-proliferation and trade) has
too often been marked by a sense of defiance against an admittedly skewed
international economic and political order. India’s frustrations are under-
standable, but its response has been disappointing. It has sought to forge
negotiating alliances with other key emerging states but has sometimes been
sidelined by them, for example by China in CTBT negotiations in 1996, Brazil
at a key moment in the WTO Doha Round in 2008 and again by China on
climate change in late 2009 when President Hu Jintao created a positive
impression globally with a speech to the UN General Assembly that offered
domestic goals to contain emissions growth. More creativity and calculated
risk-taking would doubtless yield better results for Delhi as it moves centre-
stage internationally. Indeed, it needs to demonstrate, more systematically, a
willingness and ability to help manage collectively major global challenges (as
Prime Minister Singh and his economic advisors did, gaining considerable
credit, in the G-20 during the 2008-9 economic crisis) in order to secure the
global recognition it believes is its due.

India’s economy provides an opportunity for new beginnings in Indian
foreign policy, building on existing strengths. It is now half-way towards
being in a position to seize the opportunity, and much will depend on the
determination of leadership in Delhi on this front.
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India and Its South Asian Neighbours

Contemporary Indian foreign policy is focused largely on the promotion of
economic interests, India’s graduation to the high table of international rela-
tions, and, most consistently since its independence, on enhancing its secur-
ity within its immediate neighbourhood, approaches to which have evolved
over the decades. It is on this latter topic that this chapter focuses.

The Indian government has spoken a great deal about the primacy of greater
economic cooperation with its neighbours, but on this front, results are
meagre and unconvincing, as are the achievements of the South Asian Asso-
ciation for Regional Cooperation (SAARC). That said, India faces the chal-
lenges any regional hegemon does in engaging neighbours. A recent
editorial essay in the Indian periodical Seminar comments:

Barring an obsession with Pakistan, and for the elite with the Anglo-Saxon West,
Indian political imagination and foreign policy has rarely demonstrated the
needed knowledge about our near and extended neighbourhood, far less an ability
to influence events in pursuance of national interests...The overwhelming pres-
ence of India creates an asymmetry that pushes other, smaller countries, into
suspecting hegemony in every proposal for greater cooperation, in turn feeding
into an incipient irritation within India that its neighbours are united only in their
anti-India sentiment."

India shares land and maritime boundaries with eight countries—Bangladesh,
Bhutan, China, the Maldives, Myanmar, Nepal, Pakistan, and Sri Lanka. Set-
ting aside China, Maldives, and Bhutan—mostly at peace—six countries in
India’s immediate neighbourhood have been on the boil on and off for many
years.> Although India today is not contiguous to Afghanistan, the latter is
mostly seen by Indians as an integral part of South Asia, so India’s relations
with it are discussed in this chapter.

India has close historical, religious, economic, ethnic, and linguistic rela-
tionships with all of these states. Unsurprisingly, the complex and dovetailing
ties linking up the South Asian subcontinent drive South Asian countries to
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speak—optimistically—of friendship as a ‘geographical imperative’.> That
they have not succeeded in acting much on it does not condemn them forever
to regional dysfunction and friction, but much will depend on how India leads
its region and what example it sets in promoting more positive relations with
its neighbours.

Since independence in 1947, India’s principal challenges have included the
promotion of internal cohesion and the management of its often troubled
relations with its neighbours, the two often being closely linked. S. D. Muni
notes that India’s policy towards its immediate neighbours is likely to face
serious challenges ‘from internal turbulence in those countries and in India
itself’, as has recently been the case with Pakistan, Nepal, and Sri Lanka. In
conceiving of and conducting its South Asia policy, India’s tactics have varied,
but the trend has been towards a more conciliatory approach, as India reaches
beyond its own immediate neighbourhood to establish itself as a global actor.*

How do Indians view their own neighbourhood? Raja Mohan argues that
without enduring primacy in one’s own neighbourhood, no nation can be-
come a credible power on the global stage.” He and S. D. Muni argue that for
India, ‘achieving the objective of becoming one of the principal powers of Asia
will depend entirely on India’s ability to manage its own immediate neigh-
bourhood’.® One of India’s leading geostrategic writers, V.P. Dutt, suggests that
a country’s neighbourhood must enjoy unquestioned primacy in foreign
policy making.” And former Prime Minister Atal Bihari Vajpayee stated that
‘Friends can change but not neighbours who have to live together.”® More
recently, then Foreign Minister Pranab Mukherjee noted the importance of
foreign policy providing ‘facilitation of India’s developmental processes’, a
relevant factor in a regional context.” But do all of these imperatives and
bromides add up to the defining characteristics of India’s actual calculus?

This chapter is built around a summary analysis of India’s relations with
each of its immediate neighbours other than China after first laying out a
sense of how India’s approach to its neighbours has evolved over the past two
decades. It offers some tentative conclusions, suggesting that India’s approach
to its neighbours is both too often reactive and at times quite dismissive, but
also acknowledges that it has been trying much harder in recent years to
accommodate and tolerate neighbourly differences. While India’s regional
rivalry with China as played out in countries abutting India is discussed
here, its bilateral relationship with China is discussed separately in Chapter 6.

The challenge of a resentful, dangerous neighbourhood

Unlike the USA, or indeed, the Russian Federation, India is not a fully
convincing hegemon within its own subregion. While dwarfed by India’s
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size, population, and subregional weight, several of India’s neighbours are
consequential states in their own right and reluctant to bow to Indian pre-
dominance or pressure. Thus, the challenge of managing asymmetry in its
neighbourhood relationships, within its notional ‘sphere of influence’, is both
a real and serious one. India has not always met this challenge impressively,
in the past occasionally displaying brusque manners and rough tactics, with
indifferent and sometimes counterproductive results.'®

India’s economic liberalization and consequent sharply higher economic
growth allowed the country to cast itself as a potential regional economic
locomotive. This strand of Indian policy is, in fact, both rational and helpful,
but Delhi clearly has not done enough to make greater economic integration
politically attractive and administratively feasible. None of its neighbours,
except for Bhutan, and possibly the Maldives, in practice accepted India’s
economic logic (not least given India’s feeble efforts at promoting regional
economic cooperation within the framework of SAARC).

One feature of India’s political life is replicated in several of the neighbour-
ing countries: dynastic rule by one or several political families, in which power
passes as readily to matriarchs as to patriarchs. Unlike India, however, periods
of often disastrous and corrupt dynastic rule are frequently interrupted by
military coups introducing military-led government of equally dismal conse-
quence, but in different ways. When the bankruptcy of the latter becomes
clear, some form of electoral consultation leads to a resumption of dynastic
rule. Bangladesh has provided a running parody of the model for many years.

India’s objectives towards its neighbours

India accepts the reality that it must live with the neighbours it has, preferably
peacefully.!! Translated into the serene cadences of diplomatic communica-
tion, the Indian Foreign Ministry couches matters as follows: ‘With the ob-
jective of a peaceful, stable and prosperous neighbourhood, India continues to
attach the highest priority to close and good neighbourly political, economic
and cultural relations with its neighbours’, also noting that this should be
carried out ‘on the basis of sovereign equality and mutual respect’.'?

Hence, one of the cornerstones of India’s stated foreign policy, though not a
notably successful one to date, has been to build a strategically secure, polit-
ically stable, harmonious, and economically cooperative neighbourhood.'?
The ideas are right, as is the notion of India leading an integration of South
Asian markets, thus creating a web of regional interdependence, but they are
hardly original."* Worries in India about maintaining and enhancing its
subregional strategic superiority seem, to an outsider, overblown.
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Dynamism in India’s policy

Though India’s first Prime Minister, Jawaharlal Nehru, stressed the importance
of keeping foreign powers out of Asia and considered the Indian subcontinent
as an exclusive sphere of influence for Delhi, India was in no position, early in
its history as an independent country, to keep the great powers at bay. Indeed,
it called upon the support of both the United States and the Soviet Union
at various times. This has been less true of late, with India able to establish
more equal partnerships with Washington and Moscow, as well as Beijing,
particularly after the collapse of the Soviet Union. Further, the process of
economic globalization forced India to find new anchors for its conduct of
external relations.'® These developments seem to have helped Delhi to take a
more benign view of some of its neighbours and also to be better equipped to
see its challenges in South Asia against a broader backdrop of rising Indian
international influence.

By the 1990s, however tentatively at first, India began to work more closely
with other powers (although not necessarily with Beijing) in addressing the
political crises in its neighbourhood. Nepal and Sri Lanka provide good ex-
amples of this change in approach, in which Delhi was able to reconcile its
own drive for subregional leadership with meaningful roles for others. For
example a modest but helpful role was established for the United Nations in
Nepal, which Delhi had kept firmly out of its orbit since the world body
disappointed its aspirations on Kashmir in 1948. India also supported the
participation of China, Japan, and the USA as observers in the SAARC.

With respect to cooperation, India sought to engineer a marked improve-
ment in its relations with most of its immediate neighbours as of the 1990s,
building on the articulation of the ‘Gujral Doctrine’ in 1996."® The accelerated
development of every country in the subcontinent was a key goal of this
doctrine. Since then, at the heart of evolving Indian ideas on foreign policy
towards the neighbours, a new priority has been at work. ‘First establish
yourself in your neighbourhood—by privileging the neighbourhood in your
foreign policy scheme and strengthening or winning trust and confidence in
both areas of strength and areas of problematical, or even bad, relations.”*”

This new attitude marked a welcome departure for India’s regional policy
and the development of three clear trends during the 1990s: regular meetings
at the level of leaders and of senior officials; a focus on resolving major
bilateral issues to build an environment of trust; and an emphasis—at least
rhetorically—on the economic dimension of relationships.'® Indeed, to place
India at the heart of the new Asian order, the Indian government in recent
years has sought to elevate development discourse over the conventional
security debate, highlighting economic globalization and the rejuvenation
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of long-standing ties with neighbours in line with a pragmatic Indian foreign
policy."

Linking geography with strategy

Leaving aside issues of implementation, two overlapping strands emerge
clearly in India’s contemporary neighbourhood policy: security and develop-
ment. India is attempting to build a web of ‘dense interdependencies’*® with
its neighbours, as was clearly enunciated in a speech by then Foreign Secretary
Shyam Saran in February 2005.%! In another speech, Saran touched on a
vulnerability in India’s regional policy—reactive decision-making: ‘Our effort
has been to construct an overarching vision for South Asia, so that we do not
deal with neighbours in an ad-hoc and reactive manner, but formulate policies
that fit into and promote this larger vision.’””* He argued for a fresh view
of borders in sync with ideas articulated at times by both Prime Ministers
Vajpayee and Singh.

India’s position in earlier decades had been that neighbours should recipro-
cate the benefits of relations with India by being sensitive to India’s security
concerns (a line that naturally found little resonance in most of the neigh-
bouring states). This strand of policy has been retired, at least publicly. The
talk now is of India’s ‘soft power’ articulated through its cultural, civiliza-
tional, and economic pull. India is thus offering its neighbours a stake in its
economic prosperity and much funding of visits by scholars, artists, and
others and training of officials from several neighbouring countries. Never-
theless, the formal instruments of regional cooperation, SAFTA (the South Asia
Free Trade Agreement) and SAARC, remain anaemic.?® Indeed, at the April
2010 SAARC summit, Prime Minister Manmohan Singh noted: ‘We have
created institutions for regional cooperation but we have not yet empowered
them adequately to enable them to be more pro-active.’>*

India’s relationship with its South Asian neighbours
Tables 5.1 and 5.2 indicate Gross Domestic Product (GDP) and intraregional

and world trade of South Asian countries. This section continues with indi-
vidual country analyses.?

Pakistan

India’s relationship with Pakistan is the most intractable and intense of those
with neighbours.?® At the core of animosities lies the question of Kashmir, but
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Table 5.1. General information on South Asian countries

Country GDP per capita (2008) Total population (2008) Land area (km?) Length of border with other countries (km)
Afghanistan 1,103 29,021,099 652,230 China 76
Iran 936

Pakistan 2,430

Tajikistan 1,206

Turkmenistan 744

Uzbekistan 137

Bangladesh 1,335 160,000,128 130,168 India 4,053

Burma 193

Bhutan 4,759 686,789 38,394 India 605

China 470

India 2,946 1,139,964,932 2,973,193 Bangladesh 4,053

Bhutan 605

Burma, 1,463

China 3,380

Nepal 1,690

Pakistan 2,912

Maldives 5,597 305,027 298 -

Myanmar/ - 49,563,019 653,508 India 1,463
Burma

Bangladesh 193

China 2,185

Laos 235

Thailand 1,800

Nepal 1,104 28,809,526 143,351 India 1,690

China 1,236

Pakistan 2,538 166,111,487 770,875 India 2,912

Afghanistan 2,430

China 523

Iran 909

Sri Lanka 4,564 20,156,204 64,630 -

Note: GDP at purchasing power parity in 2008 (current international $).
Sources: The World Bank World Development Indicators Database (GDP and population); and the CIA World Factbook (area and length of border), both consulted in May 2010.
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Table 5.2. Intraregional and world trade of South Asian countries, 1991-2006

% share of intra-South % share of intra-South
Asian imports in total Asian exports in total % share of intra-South
imports of South Asia exports of South Asia Asian trade in total trade
Year countries countries of South Asia countries
1991 2.63 3.70 3.1
1992 3.20 4.08 3.59
1993 3.29 3.68 3.47
1994 3.46 3.94 3.68
1995 3.91 4.52 4.18
1996 4.57 4.47 4.53
1997 3.83 4.94 4.32
1998 4.73 4.57 4.66
1999 3.72 4.33 3.97
2000 3.72 4.43 4.03
2001 3.82 4.65 4.18
2002 4.24 5.23 4.69
2003 4.71 6.40 5.46
2004 4.45 6.23 5.20
2005 4.54 6.45 5.32
2006 3.85 6.16 4.73

Note: The above figures do not include the data from Bhutan as it does not report its data. The countries included are
Afghanistan, Bangladesh, India, Maldives, Pakistan, Nepal, and Sri Lanka.
Source: IMF DOTS Database.

the relationship today is bedevilled by many further layers of resentment and
anxiety. In recent years, Pakistan, rarely a beacon of stability, has been experi-
encing enhanced political volatility and internal violence, although, happily,
in 2008, it returned to democratic rule. Beyond the three major wars that have
pitted the two countries against each other, violence has visited India from
Pakistan several times, most recently in Mumbai in November 2008. These
incidents, with or without the collusion of the government in Islamabad,
have sorely tested the patience and the restraint of the Indian nation and its
government. Nevertheless, large-scale hostilities have been avoided since
1971 and the nuclear weapons capacity of both countries may, in fact, have
rendered all-out war much more unlikely than in past decades. Stephen
P. Cohen cites an observation by G. Parthasarathy, a former Indian High
Commissioner to Pakistan, that an India-Pakistan reconciliation is like trying
to treat two patients whose only disease is an allergy to each other.?’

For the past sixty years, India—Pakistan relations have been fraught. Theirs is
one of ‘the most enduring rivalries of the post-World War II era’.?® Successive
Indian and Pakistani governments have attempted to negotiate and resolve
outstanding problems, sometimes achieving limited if real success (for ex-
ample, with World Bank participation and assistance, on the Indus Waters
Treaty of 1960), but the overall relationship has never improved fundamen-
tally for long. The two countries have reached numerous agreements since the
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late 1980s on issues including: the protection of nuclear facilities, bus services
between Indian and Pakistani cities, human trafficking, illegal immigration,
and the establishment of trading routes.?’ There have also been extensive
discussions, both formal and informal, between the two governments over
the sensitive Kashmir issue, with each supporting ‘track two’ discussions
among leading scholars, retired officials, and writers.* But little ever seems
to come of it, due to the lack of trust between the two governments and
political risk aversion in tackling their fundamental differences.

TERRORISM

Yet, beyond such Pakistani military adventurism as the ill-advised Kargil
operation of 1999, spectacular incidents of terrorism, with proven or sus-
pected links to Pakistan, have all too frequently disrupted efforts to improve
ties between the two countries and have repeatedly placed Indian govern-
ments at risk of looking ‘weak’ in the absence of reprisals. Prominent incidents
include: the hijacking of an Indian Airlines flight by Pakistan-backed terrorists
in December 1999 that compelled the Indian government to release three
Islamic militants jailed in India;*' the December 2001 terrorist attack on the
Parliament of India; a suicide car bomb attack on the Indian Embassy in Kabul
in July 2008; and the November 2008 terrorist attacks in Mumbai that left
nearly 200 dead. In reacting to these incidents, India has established a pattern
of considerable restraint if connections to the Islamabad government itself are
hard to establish conclusively. However, many other terrorist attacks in India
in 2007-8 (e.g. in Hyderabad and Jaipur) were loosely, reflexively, and perhaps
inaccurately linked to Pakistan or Bangladesh by the Indian media based on
official and semi-official briefings.

Beyond individual incidents, the graver challenge for India is the perception
there and elsewhere that to a very large extent, ‘Pakistan defines itself in anti-
Indian terms’.>®> Rulers in Pakistan, and not just military ones, have all
too often played the ‘India card’ to consolidate their regimes. While Delhi
has often been accused domestically of underinvesting in military and intel-
ligence spending, Islamabad has been generous in building up Pakistani
military and espionage capabilities, often with sizeable assistance from both
the West and China.

On balance, in spite of periods of civilian rule, the Pakistani Army has
dominated the political order in Islamabad and always exercises strong influ-
ence over civilian governments. It not only sees itself as the ultimate guaran-
tor of the state but has built up vested economic interests at the institutional
and personal levels posited on its political role.** Thus, despite the civilian
government led by President Asif Ali Zardari since 2008, Pakistan remains
subject to undue opaque but real influence of its security establishment,
exacerbating the country’s reputation as an unstable nation state. Pakistani
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scholar Ahmed Rashid writes: ‘The [Pakistani] army. ..seeks to ensure that a
balance of terror and power is maintained with respect to India, and the
jihadis are seen as part of this strategy.”*

The serial domestic political crises in Pakistan early in the new millennium,
coming after the serial failure of democratically elected governments during
earlier decades, and the increasing extremism of religious fundamentalists
within the country (and spilling out from it) have become much more serious
security concerns for India and for much of the rest of the world than is
Pakistan’s nuclear arsenal. However, India’s response to provocations origin-
ating in Pakistan, be it the Kargil adventure or the 2008 Mumbai attack, has
increasingly involved coercive diplomacy intermediated by Washington (and
sometimes, to a degree, by London). While this is sometimes derided as ‘weak’
by Indians favouring a muscular response, the approach has many benefits:
Pakistan’s weapons suppliers and financiers are hard to sideline, their intelli-
gence findings hard to duck, and the incentives—positive and negative—that
they can offer impossible for Pakistan to ignore. Meanwhile, Washington
takes the heat, while the Indian government sits back carefully calibrating
varying messages for domestic, international, and Pakistani consumption.
Indian novelist Aravind Adiga zeroes in on the dynamic as follows:

When the strike takes place, it will be found that the local police did not have
enough guns, walkie-talkies, training or manpower to fight back quickly. Co-
ordination between local security agencies and elite commando forces in Delhi
will prove to be poor....The government will immediately threaten to attack
Pakistan, then realise that it cannot do so without risking nuclear war, and finally
beg the US to do something. Once it is clear that the government has failed on
every front—military, tactical and diplomatic—against the terrorists, senior minis-
ters will appear on television and promise that, next time, they will be prepared.®®

But delegating the diplomatic heavy lifting to Washington (with a role for the
UN Security Council in extreme cases, as with Mumbai), India avoids having
to escalate by launching reprisals, which could conceivably lead to an incon-
trollable tit for tat with lethal (although not likely nuclear) consequences.*’

KASHMIR AND INDO-PAKISTANI ASYMMETRY

Kashmir remains at the crux of the tortured relationship between India and
Pakistan. At different times, both countries have betrayed the aspirations of
Kashmiris for independence or at the least meaningful autonomy. But, over
the years, in spite of a harsh Indian military occupation of the Kashmir Valley,
Pakistan has increasingly come to be seen as the fiercest antagonist bent on
upending the status quo. For many Indians, Kashmir is a very distant State
of the Union. Nonetheless, India’s overall cohesion is strongly supported
by most Indians, including its Muslim population, and thus the Indian
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government has rarely been under domestic pressure to be forthcoming in
negotiating with Pakistan. Most Indians are unaware of, or, given the hard-
ships of their own lives, not unduly moved by the severity of conditions in the
Valley and the all too frequently brutal military and police presence there.
The division of the historical territory of Kashmir between the two countries
has stronger emotive resonance in Pakistan, where it is discussed at three
levels, as a territorial, ideological, and moral dispute.*® Fringe elements in
Pakistan see it not merely as a just cause, but somewhat quixotically as a key
to unravelling the cohesion of India.

How to deal with the ‘Line of Control’ (LoC) separating Indian and Pakistani
forces from each other in Kashmir is contested within India. Some Indians,
such as Pankaj Mishra, believe that its defence should be the only key mission
of the Indian military in Jammu and Kashmir.** Others, such as Chinmaya
Gharekhan, believe that for the LoC to become peaceful, it needs to be first
recognized by both countries as a legitimate international border.*® Most
outside observers, including friends of India, believe that the nature and
overwhelming weight of the security deployment by the Indian armed forces
and other security units in the Kashmir valley is not only excessive but
increasingly counterproductive, and that significant easing of this security
presence in the Kashmir valley (which could partly refocus on the LoC)
would help considerably. Chapter 12 provides further thoughts on the matter.

T. V. Paul argues that a crucial, neglected structural factor causing the
persistence of an India-Pakistan rivalry is the power asymmetry that has
prevailed between the antagonists for over half a century.*' It may also be
that the growing asymmetry in economic performance, as well as in geostra-
tegic significance builds in a powerful structural dimension to Pakistan'’s
resentments. Thus, it is hardly surprising that efforts to engage bilaterally
across the border at the level of heads of government have yielded little
fruit. Stephen Cohen notes: ‘Terrorism’ is the core issue for India, ‘Kashmir’
for Pakistan, and ‘nuclear security and stability’ for the international commu-
nity. These tectonic plates crash up against each other, but cannot mesh
comfortably.*?

ECONOMIC AND SOCIETAL RELATIONS

In optimistic times friends of both countries hope for peace through economic
cooperation. However, very few items having export potential from India are
on the permitted list adopted by the government of Pakistan. Likewise, India
imports little from Pakistan.*? India’s main interests in economic cooperation
with Pakistan lie in hydropower, water management, gas transportation,
tourism, and road-connectivity to Afghanistan and Iran. A proposed ‘Iran-
Pakistan-India’ gas pipeline, a US$7.6 billion tri-nation project, promised to
provide market linkages to Iranian natural gas resources and increase the
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commercial attractiveness of the natural gas sector. The project, creating a
significant economic link with both Pakistan and Iran, one of the world’s top
three holders of proven oil and natural gas reserves, is also attractive from the
perspective of contributing to the reduction of poverty, income disparities,
and unemployment in Pakistan, which in turn might discourage radicalism.
However, India has been slow to move on this front, partly due to US pressure
on Delhi’s dealings with Tehran, and partly due to a persistent suspicion in
Delhi of Islamabad’s reliability as a partner in a venture of this scale.

At the human level, there is intense interest in cross-border visits and
exploration of each other’s society as it has evolved since 1947. Many touch-
ing accounts exist of how well visiting Indians are treated in Pakistan and vice
versa (although not always by the security authorities of each). Indian books
are read, and films watched, with great enthusiasm in Pakistan and Pakistani
maestros of classical music are as much admired in India as in their own
country. Indians and Pakistanis share common roots, and there is keen inter-
est in getting re-acquainted among the cultural elite, however high the polit-
ical and security barriers.

Protocol regimes applying to Indian and Pakistani diplomats assigned in the
other country are highly restrictive. Absurdly constraining notification re-
gimes and illiberal authorization patterns for any movements beyond the
city of residence, parallel what remain tremendously restricted and tentative
efforts to establish cross-border trade, passenger transportation, and more
general interaction. Several bus and rail links announced in recent years
amount to little in practice, although a murderous bombing of the Delhi-
Lahore train in 2007 highlighted the risks involved in any attempt to improve
relations.**

WESTERN PERSPECTIVES

In Western governments, hope springs eternal that change, virtually any
change, in government will be for the better in Pakistan. Military government,
itis thought, will bring a measure of stability and less corruption. Civilian rule,
it is assumed, will provide better governance more in tune with Western
values. Indians are more cynical—they remember the follies of successive
Pakistani governments, military and civilian, all of which have played the
anti-India card. Thus, when Benazir Bhutto was assassinated in December
2007, the Western media evoked a Greek tragedy calling forth intense emo-
tion, projecting onto the late Ms. Bhutto—an attractive, Western-educated
woman particularly skilled at delivering different messages to different
audiences—ideals of democratic government she never came close to approxi-
mating in power, as Indians all too readily remembered. Indian commentators
conceded that she was both admirably brave and articulate but focused mainly
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on the sorry record of her two spells in power, and her frequent stoking of anti-
Indian sentiment.
Pakistani lawyer and columnist Babar Sattar writes:

[In Pakistan a] centrist view is that we have been irresponsible in developing our
notions of national security and strategic depth, creating international alliances
and pursuing policies dictated by the US. Washington is pointing its finger at us
while speaking of terrorism and violence in self-righteous terms. [Meanwhile], it is
extremely difficult for the civilian government to renege on Pakistan'’s traditionally
held positions on disputes with India.*

Pakistani scholar and analyst, Ahmed Rashid comments:

The relationship between India and Pakistan is becoming more and more com-
plicated as the end game in Afghanistan approaches. Pakistan should...deal
with its domestic terrorist threat rather than try to treat the whole issue as
India-oriented.*®

Nevertheless, as the stronger party, the onus is widely seen as being on India to
go the extra mile in engaging Pakistan. I agree. Counter-intuitive as this seems
to some Indians, given the country’s frequent victimization by cross-border
terrorism, it makes sense that India should do all in its power to avoid aggra-
vating Pakistan’s torment and that it should, whenever circumstances allow,
reach out.*” Indeed, the Indian Government has recently decided to resume
multifaceted talks with Pakistan.*® K. Shankar Bajpai aptly describes dialogue

with Pakistan as the ‘right, rational choice for a mature power’.*

Bangladesh

Either by design or due to drift, relations with Bangladesh, although much
more positive than those with Pakistan, are amongst the least cooperative that
India has developed in South Asia.*® A major portion of Bangladesh is sur-
rounded by Indian states, which sometimes makes the country feel ‘India
locked’.>! Indeed, India’s border with Bangladesh is the longest among all
of India’s neighbours and all too often, Bangladesh is seen by many Indians
as the source of an unending flow of illegal migrants.>> The Indian High
Commissioner in Dhaka comments: “We have to be circumspect in issuing
visas particularly when we know that around 25,000 Bangladeshis do not
return after entering India every year. Those who enter unrecorded are many
more.”>® Bangladesh is also thought of prominently as a haven for fundamen-
talists and terrorists, and a sanctuary for Indian insurgents in the northeast.>*
Hence, with the exception of a brief period in the immediate aftermath of the
liberation of Bangladesh in 1971, bilateral relations have been marred by
mistrust, disharmony, and suspicion. Sreeradha Datta writes:
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The convergences of their cultural links and economic complementarities are
apparently not compelling enough for both countries to overcome the growing
bilateral problems between the two. Over the years, the differences have deepened
while the convergences have got marginalised.*®

Iftekhar Ahmed Chowdhury, who acted as Foreign Minister with the title of
Adviser in the caretaker government of Bangladesh between January 2007 and
January 2009, and prior to that a widely respected Ambassador to the United
Nations, writes:

India is the preeminent regional power, and Bangladesh has always entertained
some wariness of it. Unsurprisingly, ‘Indo-centrism’ has been a key factor in the
processes of policy-formulation. There has, therefore, been a tendency to use the
web of other external linkages to make-up for the regional power-gap.>®

From an Indian perspective, Bangladesh has become increasingly resentful of
its economically more successful and larger neighbour, resisting several large
Indian-inspired economic projects and related Indian investment and, more
generally, all too readily blaming India for ills of its own creation. At first, India
seemed to hope that military-backed interim rule instituted in 2007 after
several years of government by the Bangladesh Nationalist Party and its
Islamist allies, led by Khaleda Zia, the widow of its former leader and no friend
of India, would lead to better relations with Delhi. It was, of course, disabused
of this view by the time electoral democracy was restored two years later, when
Sheikh Hasina, daughter of the founding leader of Bangladesh and head of
the Awami League, returned to power. While both women command strong
loyalty among their followers, both are tainted by corruption, which the
interim government failed to confront convincingly.

The levels of maladministration and corruption in Bangladeshi public life
shock even other South Asians, largely inured to a high level of both.>” Of
greater concern to India has been the strength of radical Islam in organized
politics as well as the existence of significant Islamist militant groups, some
with international links—including to confederates in Pakistan, and, it is
widely suspected, in India. The fear of Talibanization of Bangladesh, while
seemingly far-fetched to many casual Western observers, remains real and
urgent to much of the Indian security establishment.>®

The issue of illegal migration from Bangladesh into India has at times
been a politically salient one for Delhi, not least after terrorist events in
India are attributed, not always entirely convincingly, to extremists with
Bangladeshi ties. As well, Bangladesh’s reported harbouring of separatist
movements targeting parts of India’s northeast has been a sore point in
bilateral relations.>’

While Bangladeshis are concerned about the potential for Indian domin-
ation, India has its own concerns, feeling vulnerable to pressures from
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Bangladesh over the narrow Siliguri corridor that links the northeast with the
rest of India.®® Apart from security concerns, many other actual or potential
problems mark the relationship between these two countries including issues
of border management, problems of water sharing, trade- and transit-related
questions, and illegal migration.

The government elected in Bangladesh in December 2008 and its Indian
counterpart have projected willingness to improve the bilateral relationship.
Bangladesh Prime Minister Sheikh Hasina has welcomed Indian entrepreneurs
to invest in Special Economic Zones (SEZs) to double bilateral trade to about
$6 billion over two years.®! Similarly, to boost trade, business, and other
economic activities, the two neighbours aim to upgrade existing infrastruc-
tural facilities at twenty-seven Land Customs Stations (LCS) in the north-
east.®?

To improve relations and to encourage people-to-people exchanges, India
and Bangladesh resumed railway services between Dhaka and Kolkata, which
had been suspended during the 1965 Indo-Pakistani conflict (prior to the
establishment of Bangladesh), after a gap of over four decades (although, in
1996, a direct bus service linking Kolkata and Dhaka resumed).®* More re-
cently, during the successful visit to Delhi by Sheikh Hasina in January 2010,
five agreements were signed relating to mutual legal assistance in criminal
matters, transfers of sentenced persons, fighting terrorism, organized crime,
and illegal drug trafficking, power cooperation, and cultural exchange pro-
grammes.®* Moreover, India announced a US$1 billion line of credit to
strengthen Bangladesh’s infrastructure—the highest credit line India has
ever extended to any country.®®

India’s reading of the country is a factor in Bangladesh’s politics: during the
government led by Khaleda Zia from 2001 to 2007, overt hostility by Dhaka
towards India reached an unprecedented peak. Foreign observers thought this
was partly designed to divert attention from internal problems in the govern-
ment and widespread charges of corruption, but also to take advantage of the
perception that India was partial to the Sheikh Hasina-led Awami League.
While these factors will not be so much at play under Sheikh Hasina, she
will nevertheless have to overcome conflicted feelings among Bangladeshis
towards their larger, more powerful and economically more successful neigh-
bour. Although one means of achieving greater harmony would be to hitch
Bangladesh’s economic prospects more clearly to the rising economic star of
India, this would not be an easy sell domestically.

Afghanistan

Aside from a shared history and strong bonds of culture, India has a strong
security interest in ensuring that Afghanistan remains sovereign, stable,
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united, and free from outside influence (notably any lasting undue Pakistani,
American, or Russian influence).®® However, India’s approach towards
Afghanistan has been cautious.®” Relations have ebbed and waned according
to evolving circumstances. But during the twentieth century, many in Afgha-
nistan’s elite were educated in India, and both diplomatic and cultural ties
were strong until the monarchy in Afghanistan was overtaken by more radical
elements during the 1970s.

Partition of India left Afghanistan bordering on Pakistan but separated from
India by a narrow band of valleys and mountains in Pakistan’s northeast.
However, psychologically, India and Afghanistan think of each other as neigh-
bours and friends (their positive relationship deriving added saliency from the
difficulties each has experienced with Pakistan).

Nevertheless, India’s policy towards Afghanistan demonstrates the dichot-
omy between its aspiration for a larger role in its north western neighbour-
hood and the real constraints on it. India’s refusal to criticise the Soviet
military intervention in Afghanistan at the end of 1979 isolated it from a
large segment of the Afghan people. The advent to power of the Islamist
Taliban in the 1980s was deeply worrying to India. At the turn of the 1990s,
India’s first challenge was to pick up the pieces of its shattered Afghanistan
policy. Though India’s engagement over time increased, the emergence of the
Taliban with Pakistan’s support limited India’s options and India supported
anti-Taliban forces in Afghanistan.®®

The dramatic developments after the 11 September 2001 attack and the
ensuing defeat of the Taliban by the US-backed Northern Alliance
(with which India also entertained good relations) provided an opportunity
for India to re-establish itself in Afghanistan in a radically different inter-
national and regional framework. Delhi has provided generous assistance
towards Afghanistan’s reconstruction and nation building. High-level visits
in both directions are routine. Despite security threats and attacks on Indian
companies and on its personnel in different projects, India has maintained its
commitment to the reconstruction and rebuilding of Afghanistan.

India’s direct bilateral commitment to the rebuilding and reconstruction of
Afghanistan is US$1.2 billion.®® Several thousand Indians are engaged in
development work in Afghanistan. Funds have been committed to projects
spread over a range of sectors, from education to institutional capacity
building and strengthening of governance.”® India is the sixth largest bilat-
eral donor in Afghanistan. In early 2009, the Zaranj-Delaram road, which
will provide better access to the country through Iran, was inaugurated.”!
India is also working with other countries such as Germany and Japan in
the reconstruction efforts and in capacity-building activities including
training courses for diplomats, government officials, policemen, journalists,
and doctors.”?
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Nevertheless, tension with Pakistan over India’s presence (including five
consulates) in Afghanistan—seen as a provocation in Islamabad and as evi-
dence of an Indian strategy of encirclement of its long-time rival—has greatly
complicated India’s cooperation with Afghanistan and India has needed to
emphasize repeatedly that it has provided no military support for the NATO
mission in Afghanistan nor sought to engage Pakistani forces from within
Afghanistan. While this is true, Pakistani sensitivity to India’s activities in
Afghanistan is acute and the involvement of Pakistan’s ISI in the suicide
bombing of the Indian Embassy in Kabul in July 2008 was rumoured with
great insistence. On the other hand, Indians recognize that threats internal to
Afghanistan affect the region as a whole.”?

In talks between Mr. Karzai and Dr Singh in April 2010, Delhi reaffirmed its
strong commitment to the Afghan government and offered to increase its
already considerable reconstruction assistance.’* India’s strong support for
Karzai stands in contrast to Washington’s wavering over the legitimacy of
his re-election as President in 2009. It also follows on leaked suggestions in
Washington that India’s reconstruction programme in Afghanistan was in-
convenient insofar as it was interpreted as provocative in Pakistan, thus
complicating Washington’s task in securing Islamabad’s full cooperation
with its policies. Indeed, in 2010, during a visit by Russian Prime Minister
Putin to Delhi, he and Prime Minister Singh exchanged notes on their worry
over the lack of apparent Western resolve in Afghanistan to resist the Tali-
ban.”® Indian commentators suggested that were NATO to withdraw from
Afghanistan, a revival of the Northern Alliance with Russian, Indian, and
possibly Iranian support would be the obvious strategy for preventing a
Taliban takeover of the whole country, in effect engineering a partition
of the country. Thus, Washington’s increasingly fraught relationship with
Karzai, mirrored in several other NATO capitals, left India as the Afghan
President’s sole unqualified major supporter by mid-2010 and in a difficult
position when NATO’s withdrawal occurs.

Nepal

Nepal is well engaged in a process of transformation, emerging from serious
governance challenges in 2006 to strip power from King Gyanendra and to
bring the Maoists down from the hills and into government. These develop-
ments responded to deep frustrations in society over the previous ineffective
and occasionally brutal political order and over the deep poverty with which
most of the country continued to be afflicted.”®

Nepal lies between two powerful neighbours, India and China, ‘like a yam
between two rocks’ and often feels disempowered economically and otherwise
by this fact.”” Relations between India and Nepal, long organized by Raj
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interests and servants, have, since 1947, experienced the tensions and inter-
dependencies that small neighbours typically have with large ones. Links of
historical, geographical, economic, political, religious and sociocultural na-
ture, as well as constant flows of population across borders, conspire to create
deep attachments but also deep resentments.”® The open border, national
treatment granted to the nationals of the other, and familial links underline
the exceptionally intense relations between the two sovereign states—but
have also contributed to frequent friction at the political and diplomatic
level, including an economic blockade imposed by India against Nepal in
1989.

The Treaty of Peace and Friendship concluded between India and Nepal on
31 July 1950 forms the basis of Indian policy towards Nepal.”” However,
the treaty was driven from an Indian perspective of security considerations.
Nepalese resentment of Indian domination impinged directly on India’s effort
to uphold its special security relations with that country. Indian economic,
political, and cultural influence on Nepal was pervasive. For Nepal's govern-
ment, India was the ultimate guarantor of law and order (through close links
between the armed forces of the two countries, which became controversial in
2009 when India appeared to stand by the leader of Nepal's armed forces when
he resisted pressure to step down by Nepal’s Maoist Prime Minister). Cultur-
ally, India’s universities, religious and artistic institutions, media, and scien-
tific-technological institutions also exercised a strong influence on Nepal.®”

Nepal has several concerns vis-a-vis India, beyond worries over excessive
Indian interference. Former Indian diplomat Rajiv Sikri writes: ‘Indians have
taken Nepal too much for granted. India’s approach towards Nepal has been
dismissive and neglectful. The Indian government and public have never
shown adequate sensitivity to Nepali pride and uniqueness.’®' Thus, as often
with a large neighbour of a small and proud country, India justifiably feels at
times that it cannot win.

Nepalese also believe that the treaties and agreements between Nepal and
India are ‘unequal’ and not conducive to Nepal’s interests. Such perspectives
have prevented Nepal from capitalizing on the huge energy-hungry economy
next door. Rather than viewing them as opportunities to be replicated, there is
resentment in Nepal with regard to agreements on the Kosi and Gandak rivers.
Nepal'’s apprehensions regarding the inadequacy of its arable land and there-
fore the difficulty of creating large water reservoirs is understandable, as
are worries over the challenge of people displaced by hydroelectric develop-
ment, but Nepal’s inability to take constructive action where it could generate
income (notably through hydroelectric development) is distressing to its
friends.

Since the nadir in bilateral relations in the late 1980s, India has
gradually shifted to a more sympathetic approach. In part through the early
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interventions of the Indian communist (Marxist) party, notably those of
Sitaram Yechuri, India shifted from a position of unbridled hostility towards
Nepal’s Maoists (suspected of links with various Maoist insurgencies in India)
towards a willingness to accommodate their participation in talks on Nepal'’s
governance in India from 2006 onwards.®® India’s Communists and other
Indian political actors argued strongly that the Maoists needed to renounce
armed insurgency and to join the political process, which, to the surprise of
many, the Maoists agreed to do in stages in 2005 and 2006.

In a parallel process, India, which had generally been hostile to UN involve-
ment in its neighbourhood, accepted a role for UN monitoring of agreements
entered into by political parties in Nepal. India supported the electoral process
that brought the Maoists to power in early 2008. Although tensions developed
between the Maoists and India (fuelled, in part, by the enhanced relationship
the Nepali Maoists seemed keen to build up with Beijing), India has largely
avoided overt intervention in the country’s recent political affairs. While India
can be and frequently is criticized for its ‘heavy hand’ in Nepal, its current
stance and behaviour represent a quantum leap from its earlier outright
domination of the country through a dependent Nepali royal family and
other allies.

Of course, India also needs a positive agenda in Nepal. It could be more pro-
active and supportive of economic renewal there and of the strengthening of
democracy and civil society. India’s approach too often appears reactive to
events on the ground, suggesting a lack of actual strategy vis-a-vis this import-
ant and troubled neighbour. This is all the more significant in a period marked
by the abandonment of power by the Maoists in Kathmandu in early 2009,
following parliamentary tensions over their decision to sack the armed forces
commander, General Katawal, a decision that also brought them into conflict
with Delhi.®® S. D. Muni suggests:

The standoff between India and Nepal resulted from a number of factors, principal
among them the Maoists deviations from assurances sought by India and given by
them on a number of bilateral issues; their propensity to use the China card beyond
the ‘red lines’ drawn by India; [and] their unwillingness or incapacity to give up
strong arm methods in dealing with their political opponents. Relevant as well
were abrasive diplomatic behaviour of Kathmandu based Indian diplomacy; India’s
fears that the Maoists were inclined to and capable of changing Nepal’s domestic
power equations; and finally Delhi’s fears that a Constitution drafted under assert-
ive Maoist leadership may not be compatible with the democratic profile of
Nepal 3

From a Nepali perspective, editor Aditya Adhikari writes:

There is a pessimistic view of Nepal’s place in the world and its future, and
India’s tremendous economic growth arouses respect and envy. Dislike of India
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in Kathmandu has been tempered recently by fear of the Maoists, although Indian
interference in domestic politics, real or perceived, is much criticized. Some advo-
cate resort to a ‘China card’ against India, but this can be done only when politics is
stable in Nepal and the centre is cohesive. Even then, however, nobody expects
China’s influence ever to rival that of India.®®

Nepali analyst Prashant Jha notes:

One reason why Nepali politicians have not gone too far in playing India off
against China is that the Chinese themselves have not shown any real inclination
to play this game. But this might be changing now. In the past few years, Chinese
investment in business and economic activities; its level of engagement with
political parties; the number of high-level visits; and Beijing’s public statements
on Nepal’s situation have increased. Unlike the Indians, Beijing has not yet used its
influence to try to substantially influence Nepali domestic political outcomes.®®

The comments above and the tensions inherent in the relationship between
India’s government and the Maoists in Nepal point to the wider challenges
India faces in influencing developments in neighbouring countries.

Sri Lanka

India and Sri Lanka have deep historical linkages. Buddhism transferred to Sri
Lanka from India and so did the Tamils. Unfortunately, the coexistence be-
tween the Sinhalese and the Tamils broke down when Sri Lankan nationalism
attempted to consolidate itself around a Sinhala Buddhist identity.?’
Tamil discontent led to the demand for an independent Tamil Eelam, which
emotionally and sometimes in more concrete ways embroiled India’s Tamil
population.

Fear of unrest among the Indian Tamil population both galvanized and
constrained Indian policy at different times. From 1987 to 1990, India gin-
gerly engaged in a degree of military intervention (in part aimed at addressing
the large flows of Tamil refugees accruing to India) under the guise of peace-
keeping. This did not work well, however, as, contrary to Indian military
expectations, the Indian peacekeeping force was soon engaged in combat
with the separatist Tamil LTTE, occasioning significant Indian casualties
among its 20,000 troops (at their peak numbers) while failing to nudge the
combatants towards compromise.

In 1991, Rajiv Gandhi, who had launched the Indian peacekeeping force,
was assassinated by an LTTE suicide bomb squad. India’s relationship with Sri
Lanka’s rulers has not been entirely comfortable ever since, which is why
India subsequently moved towards a more ‘hands oft’ policy to the extent
that sentiments in the Indian state of Tamil Nadu allowed.®® This, however,
provided space to other players such as Pakistan, China, Israel, and the USA to
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play a role in promoting various ideas for a negotiated settlement and for
economic links with Sri Lanka. With considerable international support,
Norway offered its services as a mediator between Colombo and the LTTE,
resulting in a cease-fire in 2002. But this agreement soon unravelled, and
Norway was never able again to achieve full traction with the belligerents.®’
Following the election of President Mahinda Rajapaksa in 2005, Colombo
opted for all-out military confrontation (occasioning many casualties on
both sides) that led to the complete defeat of the LTTE and the death of its
leader Prabhakaran, announced on 18 May 2009.°° The Sri Lankan govern-
ment subsequently espoused reconciliation between the two communities,
but because of its hard line in prosecuting the fighting to the finish, high
anxiety remained among Tamils in Sri Lanka and abroad.

During recent years, India’s views on the Sri Lankan civil war were con-
flicted. On the one hand, the LTTE’s assassination of Rajiv Gandhi left it with
few friends in India’s body politic and none in the Congress Party, once again
leading the Indian government as of 2004. On the other, the Indian govern-
ment remained convinced that a military ‘solution’ could never prove per-
manent without a genuine accommodation of Tamil interests within Sri
Lanka. Delhi managed to defuse agitation from the Congress Party’s Tamil
Nadu ally, the DMK, for more energetic Indian action to protect the Tamils in
Sri Lanka by engaging in diplomatic manoeuvres that did little to constrain
the Rajapaksa government. In the final days of the civil war, which coincided
with the final days of the Indian national election campaign of April-May
2009, Delhi redoubled its diplomatic lobbying in Colombo for the benefit of
Tamil Nadu's worried population—quite effectively, as the DMK and Congress
carried Tamil Nadu handily in the election results.

More worrying to India’s community of geostrategic thinkers and commen-
tators have been the warming ties between China and the Rajapaksa govern-
ment that could, some Indians fear, result in major Chinese naval assets being
developed in Sri Lanka, as part of a strategy centring on India’s encirclement.”!
And there are indications that Colombo intends to benefit from playing India
and China off against each other whenever possible, especially now that the
civil war has ended.

Sri Lanka is the most successful significant state of South Asia in economic
terms, with a GDP per capita nearly double India’s. The way forward for India
may be to forge ever closer and more productive economic relations with
Sri Lanka, whose entrepreneurship has been impressive, while also nudging
Colombo towards more convincing efforts to achieve reconciliation between
Sri Lanka’s two leading communities, and the rehabilitation of the many
people displaced by the conflict. Sri Lanka has benefited from the rapid growth
of the Indian economy (particularly pronounced in India’s south). In 1998,
the two countries signed a Free Trade Agreement (FTA) that has greatly
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expanded bilateral trade between them. A new Comprehensive Economic
Partnership Agreement (CEPA) is now being discussed. Thus, in spite of ten-
sions over Sri Lanka’s civil war, the economic relationship between India and
Sri Lanka stands as a model within the region and could serve as a model for
other capitals of South Asia.

Sri Lankan scholar and diplomat Dayan Jayatilleka writes:

India inheres in the very fabric of the island. Sri Lanka is an inverted and mini-
aturized mirror of India. Even if the Tamil factor did not exist, Sri Lanka’s relation-
ship with India would be its most vital external relationship. There is...an
existential imperative of dual co-existence: Sri Lanka’s co-existence with India,
and Sinhala co-existence with the Tamils.

Sri Lankan internal actors can do much less harm to the Sri Lankan state than a
potential decision by India, under mounting Tamil Nadu pressure, to tilt against or
simply to stop tilting towards Sri Lanka, and a corresponding decision by India’s
strategic partner, the USA, to mount economic pressure through multilateral insti-
tutions and agencies. Under the Obama administration there may be convergence
between the positions of the US, EU and India on Sri Lanka.®?

Bhutan

India and Bhutan enjoyed a cordial but distant relationship until quite re-
cently. While they signed a Treaty of Friendship calling for peace and non-
interference in each other’s internal affairs on 8 August 1949, the relationship
did not gain momentum until Jawaharlal Nehru visited Bhutan in 1958,
and was enchanted by it. While formally genuflecting before the principle of
non-interference, the essential bargain between India and Bhutan involved
considerable Indian assistance in exchange for Bhutanese deference to India’s
foreign policy and defence concerns, notably as related to China.

Under Indian guidance, Bhutan developed a model of diplomatic engage-
ment with middle powers, but with none of the Permanent Five (P-5) mem-
bers of the UN Security Council and thus, most significantly, not with China.
Indian troops remain stationed in strategic parts of northern Bhutan. Bhutan
has subtly expanded the scope of its diplomacy through good working rela-
tions with the United States and some others of the P-5 while also engaging in
low-key talks with the Chinese on the largely undefined border between them.
In spite of clear Indian dominance of its small Himalayan neighbour, the
relationship has been a genuinely friendly, positive, and mutually respectful
one, with India working hard to keep its own profile in Bhutan as low as
possible and the Bhutanese mostly expressing appreciation for India’s contri-
butions.

During the years 2006-8, Bhutan engaged in a carefully managed
and apparently successful transition from absolute monarchy to a form of

121



India and Its South Asian Neighbours

parliamentary democracy conjoined with a constitutional monarchy, marked
by the abdication of the modernizing fourth King, Jigme Singye Wangchuk, in
favour of his partly India-educated son Jigme Khesar Namgyel Wangchuck.”*
The shift was undertaken at the instigation of the monarchy and unfolded
against the backdrop of nervousness by much of the population, which
trusted the King but was not so sure about politicians. Throughout the pro-
cess, India kept its inner thoughts to itself, and publicly extolled the vision of
the fourth King.

Delhi pulled out all stops for the official visit to India of Bhutan’s new King
in August 2008, losing no opportunity to mark its regard for him and his
country. The King's visit paralleled recent structural changes in the bilateral
relationship: India signed a new treaty of friendship in 2007 which ended its
guidance on Bhutan's foreign policy (although India’s essential security inter-
ests are protected).”*

Bhutan has, in recent years, registered significant economic success, largely
due to the hydroelectric resources India has developed on its soil and for
which India is the sole client (and one paying well for the privilege). In fact,
the export of hydroelectric power to India is Bhutan’s most important source
of revenue. India has completed three major hydroelectric projects—Chukha,
Kurichhu, and Tala—which are a great source of revenue generation for
Bhutan, and Thimphu is now encouraging international interest in develop-
ing further hydroelectrical resources (for which India would remain the main
client).”® Bhutan enjoys preferential trade and transit facilities and benefits
from exceptionally generous Indian aid; India finances nearly three-fifths of
Bhutan’s budget expenditures. Today, India holds 61 per cent of Bhutan's
debt stock, while multilateral agencies hold 28 per cent and other bilateral
donors hold 11 per cent.”®

Indian assistance and aid from other partners, including the Asian develop-
ment Bank, the World Bank, and several bilateral donors, have allowed
Bhutan to leapfrog over many countries that had started their development
process earlier, by establishing the infrastructure for a credible knowledge
economy and in supporting the emergence, essentially in the span of
two generations, of Bhutan’s skilled, often English-speaking, modern human
capital.

Maldives

The Maldive Islands, India’s other ‘good’ neighbour, are located south of
India’s Lakshadweep Islands in the Indian Ocean. India and the Maldives
enjoy close, cordial, and multidimensional relations. The two countries
share ethnic, linguistic, cultural, religious, and commercial links steeped
in antiquity. India was among the first to recognize the Maldives after its

122



India’s relationship with its South Asian neighbours

independence in 1965 and to establish diplomatic relations. It fields the only
resident diplomatic mission in the capital, Male. Since 1965, India and the
Maldives have developed close strategic, military, economic, and cultural
relations. India did little to discomfit increasingly authoritarian President
Maumoon Abdul Gayoom during a thirty-year run in power (1978-2008),
but also did nothing to interfere with his defeat and replacement in 2008 by
the young and dynamic Mohamed ‘Anni’ Nasheed, whom Gayoom had
earlier imprisoned.

Indo-Maldivian relations have been nurtured and strengthened by regular
high-level visits between the two countries. India’s assistance in developmen-
tal work cemented the ties between these two countries. However, India can
do little to assist the Maldives with its major concern: climate change that has
produced dangerously rising oceans, the threat from which was brought home
again at the time of the tsunami of December 2004, which wreaked great
havoc on its tourism economy.

The Maldives, along with Bhutan, are the only striking examples of success-
tul Indian relationships with small neighbours.

Myanmar

Myanmar’s geographic location largely between China and India endows it
with great strategic significance for Delhi. Several of India’s northeastern
states, afflicted with more or less separatist insurgencies, share a border
extending over 1,643 kilometres with Myanmar. The borders are impossible
to patrol closely and thus porous, with population, insurgents, and local
trade spilling across in both directions. To the north, China’s long border
with the Indian state of Arunachal Pradesh is a source of tension, as China
claims the entire state as its own. Myanmar can connect China with parts of
India’s northeast beyond Arunachal Pradesh. Myanmar also offers China
geographical access to Bangladesh.’” It is thus the pivot of many forms of
actual and potential transit that India could find highly threatening in a part
of the country far from its critical mass. There can be little doubt that Delhi’s
close ties with Myanmar are motivated at least in part by India’s desire to
discourage and combat insurgencies in its own northeast region.’® No wonder
then that India treads carefully in its relations with the unattractive military
regime ensconced in Myanmar’s new capital Naypyidaw.

Positive developments in bilateral relations have occurred in all areas since
the mid-1990s, especially under the two coalition governments led by Prime
Minister Atal Bihari Vajpayee (1998-2004). Bilateral trade has grown strongly
although the volume of formal trade remains less than half of that Myanmar
conducts with China.®” Myanmar’s exports to India during 2008-9 amounted
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to US$928.77 million, whereas India’s exports to Myanmar for the same
period stood at US$221.64 million.'® Further, both countries have agreed to
upgrade border trade at Moreh-Tamu and Zowkhathar-Rhi, and to open a new
border trade point at Avangkhung in the states of Nagaland in India and
Robermi in Myanmar. The two nations are also emerging as partners in the
field of energy, information technology (IT), and power. In September 2008,
an MoU was signed between NHPC (India) Ltd. and the Ministry of Power of
Myanmar covering development of the Tamanthi Hydro-Power Project in the
Chindwin river. The Centre for Development of Advanced Computing of
India (C-DAC) has set up an India-Myanmar Centre for Development of
IT Skill (IMCEITS), which was inaugurated by the Prime Minister of Myanmar,
General Thein Sein, on 16 October 2008.1°!

Prime Minister Thein Sein visited India for the Bay of Bengal Initiative for
Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) Summit in
November 2008 and the Vice President of India, Hamid Ansari, visited Myan-
mar 5-8 February 2009. During his visit several agreements in the training
field were signed, as well as a Bilateral Investment Promotion & Protection
Agreement. Institutional initiatives to check the activities of Indian insurgent
groups in Myanmar were also discussed. India remains committed to assist-
ance in developing infrastructure within Myanmar, including the Kaladan
Multimodel Transit Transport Project, and to strengthening cooperation in
oil and natural gas exploration (among other sectors).'?*

Myanmar is a major exporter to India, mainly of agricultural produce and
primarily pulses. In fact between US$50 and US$400 million of pulses get
exported to India annually. There generally is no direct trade documentation
between Myanmar and India as Myanmar is perceived as high risk and not
easy to cover by insurance, especially because of the insurgency activities on
both sides of the border. Indian companies also route much of their trade via
Singapore in order to avoid tax. Besides the agro-manufacturing and trading
which goes via Singapore, there is pharmaceutical distribution through Korean
and German companies, rough stones are exported to India and then, once cut,
to the Middle East, and there is an increasing volume of tourism.'%

Myanmar is also India’s gateway to ASEAN countries through Thailand and
Laos, being the only ASEAN country with which India has both a land
and maritime border. Many Indian geostrategists see the relationship with
Myanmar as key to preventing China and Pakistan from developing further
footholds beyond the Chindwin River. India’s Tri-services Command at Anda-
man (in a group of islands well to the east of India’s main coastline) lies
alongside Myanmar’s maritime boundaries and is separated from Myanmar’s
Coco islands, where China is believed to be building up its naval infrastruc-
ture, by a mere 18-30 km.
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India’s intelligentsia is hostile to Myanmar’s military junta mismanaging
the country’s economy and oppressing its people. There is much sympathy
for opposition leader Aung San Suu Kyi, who received the Jawaharlal Nehru
Award for International Understanding in 1995, India’s highest honour
available to a foreigner.'®® And many Indians, including some prominent
politicians such as former Prime Minister I. K. Guijral, believe that their
own government should advocate democratic reforms in her country. Indian
analysts also worry about spillover effects onto Indian soil and more widely
into its neighbourhood, if and when the Naypyidaw regime falls in ways that
spawn chaos and fear within the country. But most in government believe
that India’s strategic interests require it to compete for the favour of any
government in Napyidaw, particularly one that has allowed China to gain
such a strong foothold in its economy and through Beijing’s defence footprint
within Myanmar. President Than Shwe visited Delhi without provoking
meaningful protest in July 2010. India’s privileged relationship with the
Naypyidaw generals allowed it quicker humanitarian access than that offered
to multilateral agencies following the devastating floods in coastal areas of
Myanmar brought about by Cyclone Nargis in May 2008. And it is conceivable
that, when the Myanmar regime collapses under its own dead weight at some
point in the future, India will be helpful in promoting a more inclusive form of
government.

China-South Asia relations and India

As discussed in the next chapter, China’s growing influence in South Asia has
been an important concern for Delhi. Despite recently booming trade be-
tween the two countries, lingering suspicion and mistrust characterize a rela-
tionship that can be inflamed at any time by many potential irritants (for
example, disputed border claims and the Dalai Lama’s residency in India).
Their competition for influence in South Asia and neighbouring regions
remains a major source of uncertainty at the global level, with commentators
far from united over the likely path of their evolving relationship. Neither
country is today expansionist in territorial terms (having enough trouble
keeping their own existing territory at peace, as demonstrated in China in
mid-2009 by violence in the Xinjiang Autonomous Region and in 2008 by
clashes between Chinese security authorities and Tibetan communities both
within Tibet and beyond, and in India by a plethora of Maoist and separatist
insurgencies). But in terms of their international economic interests and their
military reach, the scope for friction is very significant, not least through third
parties, notably those serving a direct or indirect buffer role.
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In nearly every Indian regional relationship outlined above, China has
appeared as either an active or potential third party. China is seen by Indians
as having systematically sought to counterbalance India in the subcontinent
by building up Pakistan and its military capabilities.'®® India watches warily as
China expands its military and political roles across the Indian Ocean and
South Asian region, fearing that it is sliding into a state of ‘strategic encircle-
ment’ by China, in part through a ‘string of pearls’ strategy centred on the
Indian Ocean.'?® This is the view of Gurmeet Kanwal, Director of a Delhi-based
military think-tank, The Center for Land Warfare Studies (CLAWS), who writes:

China'’s foreign and defence policies are quite obviously designed to marginalize
India in the long term and reduce India to the status of a sub-regional power by
increasing Chinese influence and leverage in the South Asian region.'%’

Indian analysts are apprehensive of China’s security relations with India’s
South Asian neighbours. According to Sujit Dutta: ‘Unlike China’s ties in
East Asia, where they are essentially economic, in South Asia ties are primarily
political-military in content.”’°® Indeed, the perception of being threatened
by China is deeply held in strategic circles in Delhi, and anti-Chinese senti-
ment is rarely far from India’s editorial and commentary pages, placing India
at something of a disadvantage vis-a-vis China, where media commentary can
be carefully calibrated in the service of diplomacy.

India is today facing a challenge the United States never faced (irrespective
of the Monroe Doctrine). Apart from a brief period in the early 1960s when the
Soviet Union challenged Washington’s hemispheric hegemony through
Cuba, US dominance of the Americas, to the extent that it has cared to pursue
and protect it, has not been threatened seriously since the early twentieth
century (and probably before). India, on the other hand, sits alongside a
powerful neighbour that is growing much faster than it economically and in
terms of military capacity, and disposing of the resources necessary to make
itself very attractive to other countries in the region.'®

Whether India can manage its anxieties and develop therapies that soothe
rather than exacerbate its fears will be important. It has had the wisdom to
signal that it intends to join no alliance against China and that it will never
serve as a local pawn for a wider strategy. It has also developed globally, if not
regionally, new assets in its competition with China, not least through much
warmer and more substantive ties with the USA. But these will not necessarily
help it in managing its own neighbourhood.

Challenges and the way forward

No big country is loved by its neighbours. India’s neighbourhood policy
abounds with ironies. While India has little influence over Pakistan, its policy
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is thought by many outside observers to be perhaps excessively and unhelp-
fully Pakistan-centric.''® This has prompted other nations to wonder if a
belligerent anti-India policy is the best method of attracting Delhi’s atten-
tion."'! The irony lies in India’s considerable restraint in reacting to security
crises believed to have originated from within Pakistan; but the fact remains
that while India is considerably less focused on Pakistan than many Pakistanis
seem to be on India, the first steps in arranging a lasting détente will probably
need to come from the larger, stronger, and more self-confident party in the
relationship.

The challenge for Indian diplomacy lies in convincing its neighbours that
India is an opportunity, not a threat. Far from being besieged by India, they
have through it access to a vast market and to a productive hinterland that
could provide their economies far greater opportunities for growth than if
they were to rely on their domestic markets alone. For Bangladesh, greater
engagement with India could yield major economic dividends, as Sri Lanka
has already established. But has India done enough to make this option
attractive? Judging from the admittedly narrow prism of its lacklustre leader-
ship of SAARC, the answer would have to be not yet. And, as described earlier
in this chapter, intra-South Asian trade remains limited. On the other hand,
Indian Prime Minister Singh’s advocacy of greater economic integration
among SAARC partners rings true, as does his positive engagement with global
financial and economic challenges in the G-20."'?

Economic cooperation represents the easiest ‘sell’ to various constituencies
within the countries of the region. Were this to prove successful, cooperation
on more divisive and sensitive issues, such as terrorism, separatism, insur-
gency, religious fundamentalism, and ethnic strife, could be attempted with
greater chances of success.

India’s pragmatism on both the Sri Lankan and Nepali civil wars in recent
years has served it well. It does not seem to have lost any real (as opposed to
imagined) influence in either country, although Nepal’s Maoists are quick to
see Delhi’s hand behind every adverse development befalling them. That
India is today, to use an expression of George H. W. Bush in 1988, a ‘kinder
and gentler’ neighbour than it was twenty years ago redounds entirely to its
credit. But this still does not amount to much of a strategy.

A strategy for each neighbouring country (and sometimes cross-cutting
ones for several neighbours) may require better coordination and more atten-
tion among various units of government in Delhi than has been the case to
date. As JNU scholar Rajeev R. Chaturvedy comments: ‘India must intensify its
efforts to improve its internal security conditions and institutional capacity
which, through their current deficiencies, are negatively affecting foreign
policy formulation and execution by shrinking India’s margin for maneuver
vis-a-vis cross-border partners.’!'* India also needs to devote more diplomatic
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and political energy towards tending its relationship with immediate neigh-
bours. The Indian economy is growing at a faster rate than the other South
Asian countries, and given the disparity between the size of these economies,
India will continue to outpace the others in the years to come. This will give
India certain advantages over the other countries but it may also give rise to
some difficulties.

For example, migration to India from Bangladesh and Nepal may increase
further and create new problems relating to demographic imbalance in certain
parts of India, giving rise to friction between communities or simply rises in
crime rates. However, if educational and employment opportunities are created
in the hilly hinterlands of Nepal or in the outlying districts of Bangladesh, they
may act as domestic checks to mitigate pressure for migration.

India may also need to induce greater complementarities of economic
production in its region, as many of the South Asian countries today compete
with, rather than complement, each other’s exports. Some of the neighbour-
ing countries might develop strategies centred on feeding larger industrial
input needs or food requirements in India.

South Asia as a whole may have insufficient hydrocarbon energy resources,
but it has yet to exploit fully its hydroelectric energy potential available in
Nepal and the Indian northeast. There is a very strong case for a pan-South
Asian energy grid that can work on the basis of electricity trading—a system
that is already in place within India. Greater electricity availability could
change the economic face of the whole region.

Finally, India will need a stronger articulation of its vision for South Asia.
China, the USA, and Pakistan are the other major actors in the region. In the
long run, one key outcome that strategies should be designed to serve is the
reversal of the tremendous economic damage inflicted after the 1947 parti-
tion: road, rail, and river links that united British India were subject to near-
impenetrable barriers. Natural ports were cut off from their hinterlands, as
Chittagong was from India’s northeast and Kolkata from Bangladesh. Twin
commercial cities like Mumbai and Karachi have become distant neighbours.
Gradual easing of these barriers could produce significant economic (and
eventually security) benefits.

Indian policy in South Asia has improved in tone and quality in recent
years. But it is not yet such as to induce either awe or affection amongst those
neighbours who matter. India cannot aspire to be a truly convincing ‘great
power’ until it achieves a better handle on its region without the support and
active involvement of outsiders. Indeed, India faces a circular challenge: un-
less its region becomes more cooperative (and prosperous), India is unlikely to
develop into more than a regional power, but it is true as well that it cannot be
a global power unless it reaches beyond its neighbourhood. This conundrum
will arise again, more indirectly, in chapters ahead.
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The Sino-Indian Relationship: Can
Two Tigers Share a Mountain?

Not much has changed in the rhetoric of Sino-Indian relations since 1951,
since Mao Zedong declared that ‘excellent friendship had existed between the
two countries for thousands of years’.! Yet few of the lofty proclamations
made by leaders on either side are reflected in the reality of relations between
China and India.

Being ancient civilizations reincarnated as modern republics around the
same time, both countries have lived through tumultuous times domestically
and internationally. Today they have emerged as rising powers in Asia, keenly
observed by the West and, increasingly, by the rest of the world. Their large
populations and rapidly growing economies have, between them, made Asia
the rising continent of the global dispensation (along with a stagnating
Japan). Yet little attention is paid to the relationship between them beyond
their shared border and the limited war fought over it in 1962. Most scholar-
ship on modern Chinese foreign policy has focused on its relations with the
United States, Japan, and East Asia. Similarly on the Indian side, the foremost
obsessions have been with Pakistan, the South Asian neighbourhood, and the
United States. Surprisingly for two states of such growing importance and with
such a rich and sometimes fractious history, their relationship seems largely
reactive and, more broadly, adrift. Given robustly growing economic ties, a
renewed war seems ever less likely. But neither country has apparently devel-
oped a grand strategy relating to the other.

An unshakable and largely unprofitable preoccupation with the past on the
Indian side and an equally intense preoccupation with domestic consolida-
tion on the Chinese side have left the relationship in many respects under-
tended. The relationship might best be seen as one of geostrategic competition
qualified by growing commercial cooperation. And there is some asymmetry
at play. China is a more neuralgic subject in Indian national debates than
India is in China. China does not appear to feel threatened in any serious way
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by India while India at times displays tremendous insecurity in the face of
Chinese economic success and military expansion.

The similarities between India and China are striking to many outside
observers. Both have nuclear weapons, burgeoning economies, expanding
military budgets, and large reservoirs of manpower. Both seem to be vying
for influence in the Indian Ocean, the Persian Gulf, Africa, Central Asia, and
East Asia. The standard question posed by those who do study Sino-Indian
relations is ‘cooperation or conflict?’ This is no different from the question
posed by the many more scholars who study Sino-US relations.” The dimen-
sions of the two bilateral relationships, however, are different. Sino-US ties are
often seen in terms of a one-to-one contest for global pre-eminence, whereas
the Sino-Indian relationship is far less defined by the actions and policies of
the two countries themselves than by the interaction of these with extraneous
actors such as the United States, Pakistan, and other nations in South Asia. It
also is defined in part by strikingly contrasting polities and models of devel-
opment, each silently competing with the other not just for capital, resources,
and markets, but also for legitimacy in the arena of great and emerging global
powers.

In what follows, the history of the modern relationship between the two
countries is sketched and thematic issues on which India and China have
agreed and differed in the past and the present are outlined. Finally, the
prospects for future conflict are weighed against the prospects for future
cooperation. One conclusion arising from this narrative is that a deeper
understanding of each other’s domestic compulsions and state-society rela-
tions would help India and China to identify and defuse potential sources of
sharp conflict before they get out of hand. Meanwhile, each has done a
creditable job of avoiding unwarranted antagonism and adventurism in en-
gaging the other.

Historical overview

For analytical convenience, the modern history of Sino-Indian relations can
be divided into four distinct periods. The first, from 1950 to 1962, was a period
of purported friendship and ideological congruence around anti-imperialist
foreign policy objectives. This soon deteriorated into a bitter yet brief border
conflict, following which the second period of 1962 to 1976 was described by
one pair of scholars as the Sino-Indian ‘Cold War’.? During this period each
aligned with the other’s enemy in an effort to augment their own security and
undermine that of their adversary, with China cosying up to Pakistan and
India to the USSR.* After 1976, during the third period, efforts were made by
both sides to normalize the relationship, and this led to tentative steps to
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address differences through careful management and a predictable process of
dialogue. This was by no means an easy task, not least because of sensitivities
in India, frequently expressed in the media and parliament. Thus Sino-Indian
‘normalization’ of relations occurred in fits and starts, producing the positive
outcome of a gradual build-up of institutional ties between the two countries,
and an improved understanding of each other’s domestic and regional con-
straints and priorities.

In 1998, India pointed to China as the justification for its second round of
nuclear tests since 1974. Although this could have created significant tensions
between the two nations, in retrospect the event was but a blip on the Sino-
Indian trend line and economic relations have since intensified. During the
fourth period, from 1998 onward, India and China also have increasingly
participated alongside each other in a complex web of global economic dip-
lomacy eliciting frequent, if often merely tactical, cooperation, as in multilat-
eral negotiations over strategies to combat climate change. While relations
have generally improved in bilateral and international forums, the relation-
ship remains one of uncertainty and occasional antagonism, marked by
China’s full emergence as a global power and the courting of India by other
powers such as the USA, as important not just in its own right but also,
potentially, as a counterweight to Chinese power and regional influence.

1950-62: ideological enthusiasms

India and China started off on friendly footing soon after their formation as
republics. In 1949, the Indian government under Prime Minister Jawaharlal
Nehru was quick to recognize the People’s Republic of China (PRC) govern-
ment even though the latter was officially opposed by the Western powers. In
1950, despite China’s military movement into Tibet, India opposed a US-
sponsored attempt in the United Nations Security Council to label China an
aggressor in the Korean War. In 1951, India boycotted the San Francisco Peace
Treaty on the grounds that, inter alia, the settlement did not return the island
of Formosa (Taiwan) to China.® And, in 1954, India officially acquiesced in
Chinese dominance over Tibet.

The main source of entente between the two nations, epitomized by the
popular Hindi slogan Hindi Chini Bhai-Bhai (Indians and Chinese are brothers)®
in the 1950s, was their shared sense of having cast off the imperialist yoke
through long (albeit completely different) struggles. Proclamations by Indian
and Chinese statesmen highlighted the shared responsibility that India and
China felt in leading the countries newly emerging from colonization in
a quest for peace and prosperity against the treacherous backdrop of the
US-Soviet superpower rivalry.” Moreover, the ideology of anti-imperialism
was strongly endorsed by leaders of both nations. Indeed as late as 1962, at
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the height of the Sino-Indian border dispute, Zhou Enlai reminded Nehru: ‘Our
two peoples’ common interests in their struggle against imperialism outweigh
by far all the differences between our two countries. We have a major respon-
sibility for Sino-Indian friendship, Asian-African solidarity and Asian peace.’®

Despite the common references to imperialism and Afro-Asian solidarity,
there were marked differences in the ideologies of the two great leaders, Mao
and Nehru. Mao had led a militant movement that armed and mobilized the
peasantry to win a civil war and establish the PRC. On the other hand,
alongside Gandhi, Nehru led a movement that won an unlikely victory
through non-violent resistance. When Pakistan invaded Kashmir in 1948,
he had chosen to refer the matter to the UN. He had refused to allow his
country to be dragged into the Korean War, preferring to employ Indian troops
in peacekeeping missions. Early in his tenure, he had eschewed violence in
favour of diplomacy to deal with the Bengal refugee crisis of 1950 and Paki-
stani troop movements in Kashmir soon after. Consequently, Nehru chose a
foreign policy of non-alignment and Mao one (at least formally, if intermit-
tently) of support for international revolution. Nehru sought to consolidate
the principle of sovereignty for newly independent nations, while Mao sought
to create class divisions and support communist revolutions in the same
countries.’

Despite their different approaches, both Nehru and Mao saw an important
place for their nations in the future of the international system. Mao was ably
supported by Zhou, a sophisticated actor often introducing an element of
ambiguity in Chinese policy that helpfully qualified the principles laid
down by Mao. However, the mantle of leading the newly independent col-
onies of Asia and Africa could not be shared by China and India for long. By
emphasizing their anti-imperialist credentials and their suffering under im-
perialist domination, both nations sought to ‘build solidarity and gain pres-
tige’ among Third World countries.'® In practice, this created competition
between India and China to be viewed as vanguards of the developing
world. India under Nehru had acquired somewhat of a head start by hosting
the First Asian Relations Conference, held in New Delhi in 1947 while China
was still in the throes of a bitter civil war. The Nationalist government of
China had sent a representative to this conference, where some tension was
evident over India’s attempts to project its leadership in Asia.'!

Subsequently, at the first Afro-Asian Conference at Bandung, Indonesia, in
1955, Nehru took great pride in inviting Zhou and introducing him to other
leaders as if India were a ‘public mentor and introducer of China into the
group of developing nations’.'* This approach was not well received by Zhou
or other PRC leaders. Much later, Zhou would comment to a group of jour-
nalists that he had ‘never met a more arrogant man’.'® In their struggle for
ideological leadership of the Third World, China and India had already been
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set at odds by 1955. Indeed at Bandung, China is reported to have reached a
‘strategic understanding with Pakistan founded on their convergent interests
vis-a-vis India’.'* This understanding laid the foundation of one of the twen-
tieth century’s longest and most stable alliances (despite China being increas-
ingly apprehensive in recent years about the Islamist extremism in Pakistan,
that could eventually impact China itself through the Xinjiang Autonomous
Region). After Bandung, the emerging ideological competition between India
and China contributed to an increasingly strained bilateral relationship
that was soon put to the test in addressing a serious irritant: the Sino-Indian
border.

The Border War of 1962

While the border dispute can be considered a problematic bequest ‘left over by
history’,'* its more immediate antecedents lay in the Chinese invasion of
Tibet in 1950. This created significant tensions in India, which had strategic
interests in Tibet and ‘spiritual bonds’ with Tibetan civilization stretching
back almost two millennia.'® An Indian analyst writing later at the height of
the Sino-Indian border conflict said, ‘Any strong expansionist power, en-
trenched in Tibet, holds in its hands a loaded pistol pointed at the heart of
India’.'” India therefore followed an equivocal policy: on the one hand it lent
limited material support to Tibetan rebels during the Chinese occupation (in
which it had officially acquiesced); on the other, it declined to support the
Tibetans at the UN or expand the scope of conflict in any manner.'®

It was soon was recognized in Delhi that the Indo-Tibet border in particular,
and the Sino-Indian border in general, needed stabilizing. Potential controversy
lay in two areas—the eastern sector (56,000 square miles), which the Indians
called the North East Frontier Agency (NEFA) and which the Chinese viewed
as South Tibet; and the western sector (13,000 square miles), which included
most prominently the Aksai Chin plateau, bordering Kashmir, Xinjiang, and
Tibet. The year 1959 was somewhat of a watershed in Sino-Indian relations. It
had come to be known that Tibetan rebels were being trained and funded by
the United States’ Central Intelligence Agency (CIA) and Chiang Kai-shek’s
agents in the Indian hill station of Kalimpong in the state of West Bengal.
Although the Chinese had requested that the Indian government suppress
these activities and expel the rebels, India had followed through half-heart-
edly. In March, following an uprising against Chinese rule in Tibet, the Dalai
Lama fled to India. In pursuit of the Tibetan rebels, the People’s Liberation
Army (PLA) came up against the Indian army at Longju and clashes followed.
In April 1960, Zhou arrived in New Delhi for talks with Nehru, which ‘failed
spectacularly’ by all accounts."’
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In November 1961, India launched a more overtly confrontational ‘forward
policy’, which involved establishing military posts north of existing Chinese
posts in the disputed territories in an attempt to cut off Chinese supply lines,
and force a withdrawal. This approach was reinforced in April 1962 while
China was reeling under the disastrous impact of its Great Leap Forward
programme of economic reform and facing threats of a military invasion
from Taiwan and from US involvement in a proxy conflict through Laos. By
July, however, both the Taiwan and Laos challenges had been resolved to
China’s satisfaction and it focused its energies on countering India’s forward
policy. China attacked Indian positions in both the eastern and western
sectors on 20 October 1962, much to the surprise of an ill-prepared Delhi.
Nehru appealed to President John E. Kennedy of the United States seeking
assistance, which the USA was quick to provide. Although an American carrier
was dispatched to the Bay of Bengal, it was almost immediately recalled when
China unilaterally declared a ceasefire and withdrew to the positions it had
suggested from the beginning of the dispute. The war had ended in thirty-one
days with a comprehensive victory for the Chinese.

1962-76: security dilemma

The Sino-Indian war is often cited as the watershed between Nehruvian
idealism in Indian foreign policy and the stirring of pragmatic impulses during
the leadership of Indira Gandhi. Nehru’s faith in his diplomatic skills and in
his ability to bring the Chinese around to a favourable settlement on the
border through the forward policy was a drastic miscalculation. It opened
the door for an overhaul of India’s defence policy, its military planning
structure, and an increase in its military expenditure. Nehru himself died in
1964, ‘broken’ by China’s betrayal.?° The period following the war saw India
align more closely with the Soviet Union, which had already begun to split
quite noticeably from China within the international Communist movement.
China for its part began to follow through on the exploratory discussions it
had with Pakistan in the previous decade. A major signal of Pakistani com-
mitment was the settlement of the Sino-Pakistani border early in 1962,
through which Pakistan ceded to China territory that India claimed in Kash-
mir. A modest programme of military transfers from China to Pakistan began
in 1964.

The 1965 war between India and Pakistan was a litmus test of the already
established USA-Pakistan relationship as well as the new Sino-Pakistani rela-
tionship. When the USA declared neutrality and blocked military transfers to
both India and Pakistan, the latter turned to China for assistance and received
it in generous amounts. Aside from military aid, one scholar also suspects
significant Chinese influence on Operation Gibraltar, Pakistan’s plan for an
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attack on Indian Kashmir in 1965.2! When war broke out, China came down
heavily on the Pakistani side and threatened to open a front with India on the
Sikkim border. Ultimately it required US intervention and a UN resolution
calling for a ceasefire to discourage Chinese involvement.

The year 1964 also saw China conduct its first nuclear test at Lop Nor. This
was the motivation behind India’s subsequent attempts and success at Pokh-
ran ten years later in conducting a ‘peaceful’ nuclear explosion. The period
from 1965 to 1969 was one of tremendous tumult within China. Following
the economic debacle of the Great Leap Forward in the late 1950s, Mao
Zedong launched a campaign of social upheaval to consolidate his power
within the Chinese Communist Party (CCP). This led to the Cultural Revolu-
tion, at the peak of which China’s foreign relations with almost all but
Pakistan were essentially eliminated.”> With regard to superpower rivalry,
from ‘leaning to one side’ in the 1950s (i.e. towards the Soviet Union),
China adopted a ‘dual adversary’ foreign policy in the 1960s,?* starting with
the second Taiwan Strait Crisis of 1958. During this period India and China
once again exchanged artillery fire in the eastern sector of their disputed
border, in 1967.2* China went to war with the Soviet Union in 1969. That
same year China and Pakistan began coordinating the supply of arms, train-
ing, and funding to insurgents in the northeastern states of India, particularly
in Nagaland, Mizoram, and Manipur—activities that China itself had been
engaged in since 1962.%°

As the Cultural Revolution subsided, the USA began a process of cultivating
ties with China through Pakistan. During the 1971 unrest in East Pakistan,
India faced tremendous pressure from both the USA and China not to inter-
vene in Pakistan’s internal affairs. This in turn drove India to seek a military
alliance with the Soviet Union, and the ‘so-called America-China-Pakistan
versus Soviet-India alliance was established’.?® From this point until the
1980s when Soviet foreign policies changed, particularly with the rise of
Mikhail Gorbachev, India and China were on opposing sides of a global
rivalry. Furthermore, superimposed onto this superpower conflict between
the USA and the Soviet Union were the Sino-Soviet split and the Indo-Pakistan
rivalry. In a world of chessboard diplomacy and geostrategic management, it
was logical for China to ally with Pakistan during this time, completing this
complex network of antagonisms.

The Sino-US rapprochement brought UN membership and a permanent
seat on the UN Security Council for the PRC. India responded to China’s
new global status with a nuclear test in 1974, and the annexation of Sikkim
the following year, provoking loud Chinese protestations. In 1976, China
signed an agreement on nuclear cooperation with Pakistan (which was not
acted upon until 1981).%” Looking back at these fourteen years of the Sino-
Indian relationship, two things are clear. First, both nations engaged in fairly
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typical security dilemma behaviour. While India augmented its defence ex-
penditures following the 1962 debacle, China tested a nuclear bomb in 1964,
which prompted India to do the same ten years later. Both nations also sought
alliances with each other’s arch-rivals, Pakistan and the Soviet Union. If there
was one actor that benefited from these developments, it was the United
States, which was able to discomfit its superpower rival in Moscow by improv-
ing ties with China (which also unsettled India).

Second, although India and China engaged in security dilemma behaviour,
it is unclear whether the intention behind the Chinese effort was to counter
the Indian threat. During this period, China was much more preoccupied with
the Soviet Union and the USA and likely saw India neither as a credible threat
nor a foreign policy priority. Had it been more preoccupied with India, China
would likely have moved sooner to guarantee nuclear weapons for Pakistan.
The notion that India does not matter to China as much as China matters to
India has been argued by, among others, Susan Shirk, who suggests that even
the nuclear test of 1998 barely registered a reaction from China until the
Vajpayee government propagated the ‘China threat’ idea.”® Therefore, the
lesson from the 1962-76 period is that while India and China acted as if
they were motivated by the threat each posed to the other, the threat percep-
tion was much larger on the Indian side, having suffered a comprehensive and
humiliating defeat at the hands of the Chinese in 1962.

1976-98: tentative rapprochement

Although a key Chinese signal to India for rapprochement went back to the
1970 ‘Mao smile’ along with which the Indian chargé d’affaires in Beijing was
told warmly by Mao that Sino-Indian relations should improve,* events such
as the Indo-Pakistan war of 1971, India’s nuclear test, and the annexation of
Sikkim had to be digested before Indira Gandhi could reciprocate in 1976,
when she restored full diplomatic relations between the two countries. Mao
died in September 1976 and after a brief leadership struggle Deng Xiaoping
replaced him in 1978. Soon after, China made it clear that it would no longer
support insurgencies in India’s northeastern states.*°

This policy decision was in keeping with a wider paradigm shift in China’s
inward and outward orientation following Mao’s death. While Deng under-
took a programme of economic liberalization and began reversing the eco-
nomic damage perpetrated at home during the Mao years, internationally
China no longer attempted to foment Communist revolutions in developing
countries or to antagonize the United States. Deng’s new foreign policy, based
on the principle of Tao Guang Yang Hui (‘Hide Brightness, Nourish Obscurity’),
prescribed a focus on building up domestic economic strength and disentan-
gling the country from international conflicts. This represented a marked shift
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from the heady days of Mao’s militant internationalism and as a result, the
Sino-Indian relationship underwent a slow but real transformation.

The process of rapprochement was, however, rather uneasy and vulnerable
to temporary changes in international and bilateral winds, as well as more
significant events at home and abroad. Indira Gandhi viewed the Chinese as
having betrayed her father and her political predilection was to lean toward
the Soviet Union as a counterweight against future challenges on the China
front.>! This naturally made genuine rapprochement difficult. During the
brief interlude of the Janata government in 1979, Atal Bihari Vajpayee made
a historic visit to China as India’s Foreign Minister. Unfortunately, the visit
coincided with the Chinese ‘Pedagogical War’ invasion of Vietnam and caused
him much embarrassment. In the same region, India no doubt equated
China’s support for the Khmer Rouge regime in Cambodia as a counterweight
to Vietnam with China’s support for Pakistan vis-a-vis India.**

Renewed Chinese interest in resolving the border dispute with India was
evident in 1980. A long dialogue process was initiated the following year,
when Foreign Minister Huang Hua became the first Chinese leader since
Zhou Enlai in 1960 to visit India. In 1982 Leonid Brezhnev made an important
speech at Tashkent signalling the Soviet Union’s desire for a Sino-Soviet
rapprochement, thus removing a major potential constraint on the Sino-
Indian rapprochement.®® Around this time, China also decided to adopt a
more balanced foreign policy between the two superpowers.>* While these
events created openings for Sino-Indian rapprochement, the border dialogue
process initiated in 1981 turned sour during the course of the following six
years, culminating in a large-scale military stand-off between India and China
in the eastern sector at Sumdurong Chu in 1986-7. New Delhi did not help
matters by changing the status of the North East Frontier Agency from a
Union Territory to a State of the Indian Union called Arunachal Pradesh,
thus providing stronger constitutional protection for the region.

The Sumdurong Chu impasse was eventually resolved and Rajiv Gandhi
made a historic visit to China in December 1988. During his visit, he made
two unprecedented concessions in Indian policy towards China. First, he
reversed the decades-old stance that resolution of the border dispute was a
precondition for the normalization of relations between India and China.
Second, he admitted that some members of the Tibetan community residing
in India were engaged in anti-China activities on Indian soil. This visit was
followed by a flurry of high-level diplomatic exchanges during the early 1990s
that involved Prime Minister Li Peng in 1991, President R. Venkataraman in
1992, Prime Minister Narasimha Rao in 1993, and President Jiang Zemin in
1996. Cumulatively, these visits resulted in new agreements to cooperate on
the border issue and expand cooperation in other areas.
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Thus, the period from 1976 to 1998 saw initial steps being taken by India
and China to mend their relationship after the fracture of 1962. While do-
mestic changes in China permitted a less hostile and introverted Chinese
approach to international relations, India found the growing Sino-Soviet
rapprochement to be advantageous in attempting to resolve the border dis-
pute permanently. While this proved too ambitious, the bilateral interactions
of the 1980s and early 1990s created a foundation for future cooperation and
the institutionalization of efforts to find a permanent settlement to the border
dispute.

1998 onwards: the age of uncertainty

Following India’s nuclear tests of May 1998, Prime Minister Atal Bihari Vaj-
payee wrote to US President Bill Clinton in a letter that was leaked by
Washington:

We have an overt nuclear weapon state on our borders, a state which committed
armed aggression against India in 1962. Although our relations with that country
have improved in the last decade or so, an atmosphere of distress persists mainly
due to the unresolved border problem. To add to the distress that country has
materially helped another neighbour of ours to become a covert nuclear weapons
state.>®

Ten days prior to the tests, Defence Minister George Fernandes had declared
China ‘potential threat number one’ in an interview.*” Moreover, as if to exact
payback for Vajpayee’s embarrassment over China’s Vietnam invasion during
his visit in 1979, the first tests occurred soon after the New Delhi visit of a
senior member of the PLA, General Fu Quanyou, even before he returned to
Beijing.?®

The message to China seemed loud and clear. Nevertheless, after some
strident criticisms of the nuclear tests, China did not waste time in resuming
relations with India. Unlike the USA, it did not press for sanctions on India.?’
One scholar has argued that this shows China’s relative lack of concern about
India as a security threat.*® Another counters this, arguing that the Chinese
lack of concern was ‘feigned indifference’ and that ‘China views India very
much as a potential challenger, albeit a lower-order threat, but recognizes that
only benefits accrue from its consistent refusal to own up to this perception’.*!
An alternative explanation is that China was heavily invested in its domestic
affairs and therefore could not afford to antagonize a neighbour (as Deng’s
philosophy would suggest). Another suggests that China and India simply do
not view nuclear weapons as realistic instruments of war and rely on them
much more as ‘strategic insurance against extreme threats and a symbol of
their own aspirations in the international system’.** The fact that China’s
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nuclear weapons stockpile far outweighs India’s in quantity and reach might
also explain China’s limited overt concern over India’s second round of nu-
clear tests.

Explanations of China’s indifference aside, the relatively subdued reaction
to India’s nuclear tests (followed by Pakistan’s own tests only a few days later)
allowed the Sino-Indian rapprochement to continue on an upward swing. A
critical test was the Kargil conflict between India and Pakistan in 1999, during
which Indian Foreign Minister Jaswant Singh visited China and was assured of
Beijing’s neutrality in the conflict, much to the satisfaction of Indian lead-
ers.*® Indeed it has been widely observed that China’s statements on the
Kashmir issue and on India-Pakistan bilateral conflicts in general since the
1990s advocate their resolution bilaterally. This is a marked change from
China’s stance during the Indo-Pakistan wars of 1965 and 1971.

The new millennium saw the resumption of high-level diplomatic ex-
changes despite intermittent flashpoints in the relationship. Indian President
K. R. Narayanan, who had been the first Indian ambassador to China in 1976
after the resumption of diplomatic relations, visited Beijing in 2000 to com-
memorate fifty years of diplomatic relations between the two nations. Early
that year, the seventeenth Karmapa, considered the third most senior cleric by
many Buddhists, fled from Tibet to India against the wishes of the Chinese
Government. Nonetheless, Li Peng visited India again in 2001, followed by
Premier Zhu Rongji in 2002. In 2003, Prime Minister Vajpayee visited Beijing,
more than two decades after his first visit as Foreign Minister. In 2005, Premier
Wen Jiabao made a historic visit to Bangalore (not New Delhi, in pointed
recognition of China'’s desire to partner with India’s information technology
sector). During this visit, China recognized Sikkim as a part of India and
seemed to acquiesce in India’s bid for a permanent seat in the United Nations
Security Council (although recent events have belied this understanding).**

The following year, 2006, was declared ‘India—China Friendship Year’ and
involved a year-long exchange of dignitaries and cultural events between the
two nations. A significant symbol of friendship was the reopening of the
Nathula trading pass on the Sino-Indian border in Sikkim. Overall, cooper-
ation has steadily increased in trade, growing from US$117 million in 1987
to almost $42 billion in 2008-9,*° and defence, with India and China host-
ing their first ever joint military exercises in December 2007. In fact, in 2009,
India-China trade overtook India-USA trade in value,*® making China
India’s top trading partner. In January 2008, Prime Minister Manmohan
Singh visited Beijing and reaffirmed with President Hu Jintao and Premier
Wen Jiabao a ‘shared vision on the 21st century’.*” In December 2008, China
and India jointly conducted ‘Joint Hands-2008’, an army counterterrorism
exercise.*® Recently, building on the cooperation witnessed at the December
2009 Copenhagen Climate Change Summit, and coinciding with the sixtieth
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anniversary of the establishment of diplomatic relations, Indian President
Pratibha Patil paid a ‘very positive and fruitful’ visit to Beijing in May 2010
(the first visit of an Indian head of state to China in a decade).*’

That said, India-China diplomacy is more easily managed in the highly
controlled environment of Beijing than it is in Delhi, where raucous media
and parliamentary complaints about comments by the Chinese ambassador
on border issues marred the run-up to President Hu Jintao’s visit in November
2006.>° Irritants continue to plague the relationship, notably the border issues
(which are often unhelpfully marred by jingoistic media reporting on both the
Chinese and Indian sides).®! In 2007 China refused to grant a visa to a
government official from the Indian state of Arunachal Pradesh, which con-
stitutes part of China’s territorial claim in the eastern sector, on the grounds
that he was already a Chinese citizen. The official was part of a group of 107
officers scheduled to visit China on a study tour. In retaliation, the Indian
government cancelled the entire visit.>* In 2008, Prime Minister Singh invited
Chinese displeasure by visiting Arunachal Pradesh and President Pratibha
Patil’s recent visit to the state and to Tawang, a site of confrontation during
the Sino-Indian war of 1962, aroused similar complaints.>®> Chinese oppos-
ition to use of an Asian Development Bank loan to India for projects in
Arunachal Pradesh revived tension between the two countries in August
2009 that the new Indian Foreign Minister S. M. Krishna sought to diffuse
by announcing that India would henceforth raise funds for economic devel-
opment of that state internally.>* China also exhibited anxiety over the Dalai
Lama’s visit to Arunachal Pradesh in late 2009.5° Moreover, India’s concerns
regarding the provision of stapled visas by Beijing to passport-holders from
Jammu and Kashmir and Chinese-assisted construction in Pakistani Kashmir
were subjects of discussions during S. M. Krishna's recent (April 2010) visit to
Beijing.>®

Conflict and cooperation

Starting with a common anti-imperialist bond that led to ideological compe-
tition for Third World leadership, the Sino-Indian relationship initially suf-
fered a deeply wounding armed conflict for India, a long period of mutual
insecurity, an even longer period of tentative steps towards rapprochement
that was very much at the mercy of events, before finally developing into a
more stable relationship anchored in expanding economic ties. Engagement
between the two nations today is deeper than ever, yet many concerns remain.
As mentioned earlier, these concerns coalesce around one central question—
will there be conflict or cooperation between India and China in the future?
And can there be a relationship that features both?
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The prospect of conflict

At base of most conflict-related theories of the Sino-Indian relationship is the
notion that two rising powers with rapidly growing economies and global
ambitions cannot coexist cooperatively in the close quarters of the Asian
region. Measured in yuan, China’s estimated military expenditure increased
by 14 per cent compounded annually from 1989 till 2007. Measured in rupees,
India’s military expenditure increased by 11 per cent annually during the
same period.>” It would appear that both are increasingly capable of expand-
ing their regional spheres of influence. Where overlap occurs, there is compe-
tition, as in the case of Nepal and Myanmar, where China and India have
historically competed for influence and trade ties. India’s ‘Look East’ policy
dating back to 1992 is also cited as an attempt to ward off Chinese influence in
Southeast Asia (although it can also be interpreted in part or wholly as a policy
seeking to make up for lost time with important, neglected neighbours).>®
Ultimately, as their respective regional influence expands, Ashley Tellis argues:
‘their power-political capabilities will inevitably compel China and India to
interact in other sub-regions [of Asia], either to secure access to resources or to
forestall the other from acquiring preponderant influence’.’

Standard realist accounts of the relationship view China as unwilling to
permit the emergence of India as a power beyond the South Asian region. In
the past China has taken the necessary steps to build alliances with countries in
the Indian periphery, including Myanmar, Nepal, Sri Lanka, Bangladesh, most
notably Pakistan, and most recently Afghanistan.®® Combined with the Chi-
nese presence in the Indian Ocean region, this has contributed to a significant
concern in Indian policymaking circles over perceived strategic ‘encirclement’
by China.®! With domestic politics absorbing more of its decision-making
bandwidth, India has been cautious, and, in all but naval matters, circumspect
about countering this strategy, knowing that China itself worries about poten-
tial encirclement—by a configuration of states including the USA, Japan,
Australia, and India. India continues to follow a ‘one China’ policy favouring
the PRC over Taiwan, despite growing informal relations with the latter and
even reports of greater inter-military exchanges.®* India rejected membership
of ASEAN as early as 1967, accurately seeing it as a US-influenced forum but
underestimating its eventual significance. It was only three decades later that
India sought to engage seriously with that body, culminating in a limited
Free Trade Agreement in 2009. India’s Look East policy launched in 1992
translated a serious attempt conceptually to correct the drift in India’s ap-
proach to Asia beyond China and its immediate neighbourhood, and as a result
economic relations with Singapore, Vietnam, and Indonesia have been grow-
ing substantially. Yet India has refrained from seeking out strategic alliances
in either the East Asian or Southeast Asian regions that could counter or
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qualify Chinese influence. For example, its relationship with Japan, much
touted by Prime Minister Singh, still seems curiously anaemic, both politically
and economically.

At the bilateral level, potential conflict could arise under any of the follow-
ing headings: security, economy, and identity (or perceptions).

Security concerns

Security concerns are numerous. First, the Sino-Indian border dispute is one of
the world’s longer-running ones. Despite various high-level talks and working
groups, occasional actions by either side tend to rake up decades-old griev-
ances. Second, the long-standing relationship between China and Pakistan
remains an obstacle to closer ties between China and India. China’s unwaver-
ing support for Pakistan, despite ideological differences and Pakistan’s stra-
tegic relationship with the US, has mystified some observers although it offers
impeccable logic under balance-of-power principles. Scholars have variously
labelled it a ‘special case’,®* ‘in a category of its own’,** and a relationship of ‘a
truly special character’.®> China’s assistance to Pakistan has even entered the
realm of nuclear and missile technology.®® This is of particular concern to
India, and overlaps with another security concern—nuclear weapons. It is
generally accepted that India’s nuclear weapons programme was a response
to China’s nuclear programme, and Prime Minister Vajpayee’s letter to Presi-
dent Clinton in 1998 underscored this assessment. Given Pakistan’s covert
nuclear ability, likely aided by China, the current situation has the potential to
escalate into a mini (albeit highly unequal) nuclear arms race on the subcon-
tinent. That said, following the Mumbai bombings of November 2008 and
subsequent setbacks for the civilian Pakistani government in its efforts to
contain Islamist influence in the country, it would be surprising if Beijing
were not privately developing a degree of wariness vis-a-vis Islamabad, as its
own Xinjiang region seethes, and as its fear of terrorism persists.®’

A fourth and significant issue is Tibet. As pointed out by parliamentarian
and author Arun Shourie, ‘India’s security is inextricably intertwined with the
existence and survival of Tibet as a buffer state and to the survival and
strengthening of Tibetan culture and religion.”®® Tibet’s role as a buffer state
has often been emphasized; without it, China and India brush up directly
against each other, with the kinds of results witnessed in 1962, 1967, and
1986. Indian policymakers are particularly concerned about leaving their
northern borders exposed.®® Others have also highlighted the ancient cultural
ties between India and Tibet and resentment in India towards the Chinese
government’s role in the systematic erosion of a culture deeply influenced by
Indian traditions.”® Nonetheless, for India, the Chinese role in Tibet is both a
threat and an opportunity. The presence of the Dalai Lama and thousands of
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Tibetan refugees in India sometimes offers a lever by which New Delhi can,
akin to China’s policies toward Pakistan, indirectly apply pressure on Bei-
jing.”! This lever is not often used, however, as India’s position on Tibet over
the last six decades has moved firmly toward acknowledging Chinese sover-
eignty over it. In 2008, the Indian government took great pains to ensure that
Tibetan protestors did not cause any embarrassment to Beijing during the
passage of the Olympic Torch through New Delhi.”* Contrastingly, at the
height of tensions between both countries over border issues during autumn
2009, a visit by the Dalai Lama to the Buddhist temple community in the
disputed Tawang, nestled in northwestern Arunachal Pradesh, could only
have been perceived as provocative by Beijing.”® Thus, although India accepts
China’s sovereignty in Tibet, future radical action by disaffected Tibetan
groups operating from Indian soil could severely complicate the bilateral
relationship.”*

Perhaps the biggest challenge to Sino-Indian rapprochement, but also a
source of forward impetus, has come from the rapidly improving US-Indian
relationship, particularly during the Bush administration’s second term in
office between 2005 and 2009. During this time, India and the USA enlarged
the scope and depth of their relationship, most notably in the form of the 123
Nuclear Agreement, which legitimized India’s nuclear weapons programme
and, to a degree, validated in its own case Delhi’s long-standing principled
opposition to the global non-proliferation regime. While a much improved
relationship with the USA has helped India to counter the traditional pro-
Pakistan tilt in US foreign policy, it has also made Sino-Indian rapprochement
a greater priority for Beijing.”®> This contains echoes of the impulse behind
Chinese overtures towards India in the 1970s, which were made partly with an
eye to diminishing Indo-Soviet cooperation. As the global contest for power
between the United States and China intensifies, India may well become an
important factor in this strategic triangle.

In the post-Cold War era, as the USA has attempted to consolidate its
status as the lone superpower, China has been poised increasingly as the
most significant challenger to US hegemony. Contemporary US approaches
to China oscillate between policies of containment and engagement. The
former has given birth to ‘a new triangle’ between the USA, India, and
China, whereby the USA cultivates closer ties with India—an established
democracy—as a regional bulwark against a potentially aggressive and
communist China.”® On the other hand, the Obama administration’s app-
roach to China has fuelled the debate between containment and engage-
ment enthusiasts in the US foreign policy establishment, many arguing
that Washington does not have much choice but to engage, given its
precarious financial situation, and China’s position as holder of significant
US sovereign debt (admittedly a two-edged sword). Indian commentators

143



The Sino-Indian Relationship

have observed with some alarm renewed cooperation between China and
the USA in tackling the global economic crisis, as well as increased inter-
dependence of Chinese creditors holding large amounts of US Treasury Bills
and the US debtors providing the single largest market for Chinese manu-
factured goods. This has prompted some to question the logic of India
picking a side in the unpredictable Sino-US relationship.””

Sanjaya Baru, for example, writes that: ‘the Bush-Rice doctrine of containing
China is being replaced by the Obama-Clinton doctrine of co-opting China to
deal with the economic crisis.””® Indeed, the best-case scenario for the new
Indo-US relationship would appear to be an interests-based balancing act for
India between the USA and China. At worst, India could be looking at conflict
with China in the medium term or being left out in the cold as the USA and
China become closer. But geostrategic calculations, like the assertions of
pundit economists, generally yield to a messy reality in which clear-cut out-
comes are the exception and confident expectations are often confounded.
Thus, India’s hitherto prudent policy of measured engagement with all of the
major powers is more likely to pay off than bold (and consequently risky)
moves it can ill afford financially to support at a time when domestic neces-
sities continue to preoccupy its people and its politicians. It may well be that
India’s rise will occur in relative isolation, as did China’s while it tended to its
economic priorities, rather than in close partnership with one or several allies
among the existing greater powers.

Economic concerns

With regard to economic competition, there are three main areas in which
China and India may conflict. The first is their quest for energy security. China
and India are both net importers of crude oil that are also looking to diversify
their energy supply via natural gas. This has the potential to cast them in
direct competition for natural resources from Central Asia and the Persian
Gulf. The second is China and India’s equal interest in the factor and product
markets of developing countries, particularly in Africa. Both nations account
for almost 50 per cent of Africa’s exports to and imports from Asia.”® The
prospect of economic competition and the struggle for political-economic ties
with African governments could set off a frenzy for resources and markets in
the region. The third area is international trade. China and India compete in
export markets for many products such as textiles, garments, leather goods,
and light machinery.®® China’s accession to the WTO could potentially have
long-term adverse consequences for the growth of Indian exports in these
sectors. Econometric analysis shows that reductions in US tariffs on Chinese
imports have led to trade diversion from India.®' China’s better and growing
integration into global production networks of manufactured goods could
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have negative implications for India’s exports, although India has excelled
mainly at trade in services in the recent past. Between 2002-3 and 2006-7,
services contributed to 69 per cent of the overall average growth in GDP.®?
Indeed, Prem Shankar Jha notes, ‘(w]hereas China has become the manufac-
tory of the world, India is rapidly acquiring a comparable position in the

emerging global services industry’.%

Identity and perceptions

On issues of identity, there is a very clear sense in both countries that their
civilizational greatness contributes to great power status and entitlement
thereto. One scholar suggests, “The relations between China and India in the
twenty-first century would seem to have little relevance to the ancient past.
Yet leaders in both states since the 1950s...have been convinced of the
historic destiny of their own nations to achieve great-power status’.®* In his
budget speech of 1991, then Finance Minister Manmohan Singh borrowed a
phrase from Victor Hugo to assert that the emergence of India as a world
economic power is ‘an idea whose time has come’.®> China has often been
characterized as retaining the Confucian ideal of being ‘the Middle Kingdom'
around which international relations ought to be ordered.®® This is com-
pounded to an extent by the ‘Century of Humiliation’ notion fuelling Chinese
nationalist mythology, extending from the First Opium War till the creation of
the PRC, and featuring serial national humiliations at the hands of foreign
imperialist powers, especially Japan.®” A significant strand of Chinese foreign
policy since 1949 has thus focused on reasserting China’s civilizational great-
ness on the international stage to overcome these distasteful memories.
These parallel discourses of inherent historical and contemporary great-
ness, often reiterated in public exchanges between leaders of both countries,
point to self-perceptions that may prove difficult to reconcile in day-to-day
relations: perceptions of each other are somewhat problematic. A 2006 Pew
Global Attitudes Survey found that 43 per cent of Chinese had an unfavour-
able opinion of India, while 39 per cent of Indians had an unfavourable
opinion of China; 63 per cent of Indians also said that China’s growing
military power is a ‘bad thing’ for their country, while 50 per cent said the
same about China’s growing economic power. At the same time, 65 per cent
of Indians said that China would replace the USA as the dominant power
sometime in the next fifty years.®® China’s rise thus seems to pose a threat, as
perceived by many Indians. Paranoid public opinion is one thing; more
egregious is the Indian foreign policy establishment’s perception of the
‘China threat’—a self-fulfilling prophecy if carried to its logical conclusion.
An eminent Indian foreign policy analyst describes India’s China policy
as standing on three legs: ‘say nice things in public about Sino-Indian
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friendship, Asian unity and anti-Western solidarity; nurse intense grievances
in private; and avoid problem solving because that would need a lot of
political courage.”®® Another author suggests that within government circles,
perceptions of China range from ‘enemy’ to ‘challenge’,’® which undoubt-

edly constricts the space for creative policymaking.

But is conflict likely?

The arguments presented above, when taken together, can seem compelling.
There are, however, some equally (if not more) compelling reasons not to
support their implication that conflict is likely. On security, while the border
issue remains unresolved, both sides have taken meaningful steps to institu-
tionalize the process of its resolution. Most importantly, since 1988 they have
managed to de-link the border issues from the overall bilateral relationship.”*
With regards to Pakistan, China has adopted a more even-handed stance.
During the Kargil war in 1999, the attack on the Indian Parliament in 2001,
and the 2008 terrorist attacks in Mumbai, China asserted neutrality and
promoted the resolution of conflict through dialogue. The current Chinese
stance can be summed up in the words of Zhang Yan, China’s Ambassador to
India: ‘China hopes India and Pakistan will resolve their differences through
dialogue and consultation, which is in the interest of both countries as well as
in the interest of peace, stability, and development of the South Asia region.’**
These apparent palliatives represent a marked change from the pronounced
pro-Pakistan tilt in Chinese policy towards South Asia during the 1960s and
1970s. The underlying logic is that Pakistan’s growing instability (with do-
mestic consequences for China) and India’s growing power compel China to
take a middle path: ‘It [China] does not want to have to choose between a long
term ally. ..and an increasingly important neighbor.””*

Terrorism, notably Islamic terrorism, is an issue on which Indian and
Chinese interests have converged, particularly in the sensitive regions of
Kashmir and Xinjiang.”* With regard to military and nuclear issues, the
prospect of conflict is diminished by the sheer gap in capabilities between
China and India. Although India’s military and naval capabilities are rapidly
improving, ‘India’s elite understands profoundly that New Delhi would gain
little from direct confrontation with Beijing’.”®> This thought was echoed
recently by India’s Naval Chief who said it would be ‘foolhardy’ for India to
try to compete with China economically or militarily.”® Similarly as regards
the growing regional influence of both powers, neither China nor India stands
to gain from sparking a regional conflict. Both nations are deeply engaged
in the domestic sphere: generating economic reform, maintaining state
legitimacy, and tackling ethno-nationalism, among other things. Inter-
national entanglements that distract them from these objectives are not
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welcome. Even the ostensible machinations of the USA in the region have
done little to hamper the current upswing in Sino-Indian relations. Mean-
while, India’s growing relationship with the USA has convinced an internally
oriented China of India’s potential, thus creating an opportunity for India to
improve relations with China.’” In some key international forums, including
those addressing climate change, trade, labour laws, arms control, and human
rights, China and India have found common ground in countering Western
positions.

On the economic front, growing trade relations between India and China
are likely to impact relations positively. One analyst sees great potential in the
‘low politics’ of trade, which often goes unnoticed, in fostering greater coord-
ination between the two nations that might spill over into other realms.”® On
energy, the chances of competition are at present minimal. In sharing the
common predicament of being net energy importers, both countries have
relied on market mechanisms over temptations of a strategy hinging on
exclusive access to supplies.”” This has allowed them to collaborate in shoring
up unstable markets in Central Asia and the Persian Gulf, securing sea-lanes
as delivery channels, and participating in consortiums for exploration and
extraction rights in certain areas. In January 2006, India’s Oil and Natural Gas
Corporation (ONGC) and the China National Petroleum Corporation (CNPC)
decided to bid jointly for energy projects in some regions. With regard to
commercial competition in Africa, currently the major exports from Africa
to China and India (oil and natural gas to China, ores and metals to India) are
almost mutually exclusive and therefore do not constitute an arena for com-
petition. Similarly in international trade, although China’s entry into WTO
may negatively impact some of India’s export markets, the top twenty-five
exports of China and India in 2004 were almost mutually exclusive sets,
suggesting that the impact on India would be minimal.'® A simulated
model of China’s impact also suggests that other sectors of Indian exports
will likely expand to partially offset declines in India’s relative economic
welfare.'°! Finally, while contemporary reliance on oil and gas for the bulk
of energy supplies is an unavoidable preoccupation for governments world-
wide, and alternative energy technologies still yield expensive if promising
results, India and China both harbour the potential to produce and benefit
from significant advances in non-conventional energy generation. Necessity
and scientific capacity may well prove mothers to much invention on this
front within their borders.

Lastly, on issues of identity, it is possible to misread China’s and India’s
claims to great power status as fertile grounds for regional conflict rooted
in nationalism. Although China essentially has achieved great power sta-
tus, its foreign policy is notably and pointedly oriented towards maintain-
ing regional stability and creating conditions for China’s ‘peaceful rise’.
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According to one scholar, ‘China is a revisionist power, but for the foreseeable
future it will seek to maintain the status quo.’’°? Chinese elites may be
suspicious of multilateral organizations, but they are willing to work within
them to advance national interests. Indeed, China’s new diplomacy is ‘less
confrontational, more sophisticated, more confident, and, at times, more
constructive’ in its approach to regional and international affairs.'®* At the
domestic level, modern Chinese nationalism has been called ‘pragmatic’, it is
instrumental and reactive, preoccupied with holding the nation together
rather than being hostile to others.'® China’s leaders are acutely aware of
the costs of turning the patriotism of their citizens into ‘virulent ultranation-
alism’.'®> Moreover, Chinese nationalism has often been a challenge in its
relations with Japan, one of China'’s largest sources of investment and assist-
ance in the past when it needed it most, and which also harbours a strong
nationalist lobby and sentiments.'®

Contemporary Indian politics and foreign policy evince a similar pragmatic
strain. In stark contrast to Nehru’s idealism, India today is not as convinced of
its uniqueness in the annals of history and prefers to cast itself officially as an
ordinary, if significant, nation tending to its economic development impera-
tives, rather than as one obsessed by the quest for great power status. This
approach has favoured the normalization of traditionally antagonistic rela-
tionships with neighbouring countries and a greater commitment to inter-
national institutions that might legitimize India’s emerging power status.
Economic prosperity is now seen by most Indians as the key to India’s attain-
ment of great power status in the world today, and it is the driving force of
India’s pragmatic (if excessively lethargic, in the view of its critics) foreign
policy. Although India may be an idea whose time has come, even Dr Singh
framed India’s great power ambitions in strictly economic terms, excluding
any aspirations of being an exemplary civilization or paragon of international
virtue.

Extrapolating from the past

In assessing the arguments supporting scenarios of conflict and cooperation
respectively, the unconnected nature of China and India’s rise as great powers
is striking. Bilateral trade, while growing fast, still forms a small share of overall
trade in both countries. Major strategic partnerships have been made with
third parties, including Pakistan and the United States. Societal interaction
between the two nations is still negligible although tourism is growing and
human interaction relating to the growing trade between the two countries is
also increasing. Direct flights between India and China began only in 2002.'%”
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In 2007, the two nations with a combined population of over 2 billion
exchanged a paltry 570,000 visitors.'®

Even if China and India truly yearned to be post-imperialist brothers-in-
arms and champions of the developing world, two major constraints will hold
them back for some time. First, until very recently, there was a remarkably
poor overall understanding among their respective foreign policy circles of
each other’s history and society. Especially with regard to Indian understand-
ing of Chinese foreign policy, many assessments occupy a conceptual space
bounded by 1962 with no deeper understanding of (or interest in) the drivers
of Chinese policy today. In the words of a former Indian Army Chief, ‘though
much water has flowed down the Tsangpo since then [the Sino-Indian border
war], India’s “1962 syndrome” is unaltered’.'® The bounded rationality of
India’s China policymakers is compounded by the insufficient academic at-
tention paid to China in India. As Indian foreign policy analyst Raja Mohan
states, ‘The number of Chinese scholars studying the subcontinent and the
reporters based in India is far higher than the pitiful Indian resources devoted
to understanding China.”''” Sophisticated, up-to-date analyses of the China—
India relationship are often drowned out in domestic Indian debate on China
by revanchist sentiment.'!!

Second, a factor that contributes to the first: the modern history of Sino-
Indian relations has been less about China and India than it has been about
extraneous actors such as the United States, Soviet Union, and Pakistan, and
multilaterally managed issues such as non-proliferation and climate change.
There has been little effort until very recently to engage an in-depth widely-
gauged Sino-Indian dialogue. And such dialogue needs to eschew fantasies
about purported similarities between China and India. India and China are
probably today more different than they have ever been as societies and as
economies. The main similarity they share is their parallel pursuit of domestic
consolidation with international pragmatism tending towards great power
status as foreign policy.

Long-term trends in China and India’s development are unlikely to bring
the two countries closer to conflict with each other relative to the greater risk
posed by unpredictable specific events or incidents that might act as triggers.
It is important for both to identify and recognize these potential triggers, in
order to defuse or at least manage them. From an Indian perspective, a keen
sense of history and an understanding of state-society relations in China are
important. For example, one important factor is domestic sub-nationalism
that afflicts both China and India, but with different characteristics and
consequences. India has survived as a polity and society by cobbling together
a sometimes conciliatory, often weak political and security response to various
insurgencies and separatist movements, but China still very much relies on
the heavy hand of the state to suppress such uprisings, as evinced in Tibet in
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2008 and Xinjiang in 2009. Ethnic unrest in China’s peripheral territories,
possibly inviting foreign involvement, has historically been a major vulner-
ability for the Chinese state, be it in Xinjiang, Tibet, Taiwan, Manchuria, or
Mongolia.''? At times like this, the legitimacy of the Chinese Communist
Party (CCP) leadership can be questioned and thus it may perceive itself as
modestly threatened, and it has resorted to nationalistic appeals to reassert its
hold on the polity. Tibet, therefore, could conceivably (although not likely)
ignite a future Sino-Indian conflict, not because of its strategic value but
because of the ability of a future well-organized Tibetan revolt to irk the
Chinese leadership into demanding unreasonable concessions from India.

Similarly, changes in China’s economic fortunes might provoke a national-
istic turn in its foreign policy. Although the leadership since Deng Xiaoping
has exhibited pragmatic tendencies, seminal events like the Tiananmen dem-
onstrations or recent events in Xinjiang can always empower nativists,
who prefer ‘a closed-door foreign policy and a reign of virtue domestically’.'*
Even modest developments in this direction within China could cause major
setbacks to bilateral relations with India, and might require only the spark of a
serious border incident to ignite larger confrontation (diplomatic and possibly
even military).

It is widely thought today that the Chinese state’s legitimacy, since Deng
Xiaoping's reforms, hinges fundamentally on its economic performance. The
state sees its responsibility primarily in satisfying the economic needs of its
citizens, and most citizen protests are framed in terms of economic rights.''*
The spectacular performance of the Chinese economy forms a solid founda-
tion for the legitimacy of its political system, which is essentially authoritarian
(with some democratic trappings like local elections). Therefore a sustained
economic downturn (relative to past performance) or the relatively better
economic performance of a developing democratic country nearby might
pose a medium-term slow-moving threat to the legitimacy of the Chinese
state. Such a threat seems remote today (although sometimes exaggerated in
Indian defence establishment analyses of Chinese developments), but, if it
materialized, it could seriously undermine relations between India and
China.'"®

Conclusion

In August 2010, by some measures, China overtook Japan as the world’s
second largest economy.''® The working assumptions of many analysts are
rooted in a vision of uninterrupted future rise of both India and China. From
his vantage point in Singapore, Simon Tay notes: “Too many commentators
discuss China and India with breathless admiration—extrapolating, for example,
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that growth will continue at a breakneck pace for decades.”*!” Caution is indeed
in order. India in mid-2010 was facing a seriously deteriorating balance of
payments and rising inflation (notably in the sensitive sphere of food prices)
while China has yet fully to digest the very ambitious recent internal invest-
ment in its economy and could be facing serious bottlenecks, not least in the
absorptive capacity of its international clients, potentially slowing down its
growth in years ahead. Demography could play against rather than in favour
of either or both. And each faces challenges of environmental degradation,
growing economic inequality, and rising social inequity.

While there can be no certainty with respect to either possible future
conflict or sustained cooperation between India and China, the likelihood is
a mix of security-related tension and economic cooperation. Outright war is
highly unlikely—both sides have too much to lose. But the two nations will
continue to rub up against each other, with unpredictable outcomes, as they
seek to expand their respective spheres of influence. As the success of India’s
democratic experiment becomes entrenched and is bolstered by strong eco-
nomic growth, and as the United States invests more in its new partnership
with India, Beijing will increasingly have to factor Delhi into its strategic
calculations in Asia and beyond. Similarly, as the Chinese economy grows
and the nation’s military (especially naval) capacities increase, India will
increasingly have to factor a growing Chinese presence in its own neighbour-
hood into its own strategic calculations.

In 2010, China’s controlled, low valuation of the renminbi came under
attack from the United States, competing emerging powers, international
economic organizations, and myriad commentators as fuelling international
economic imbalances and tensions. Beijing’s great reluctance to allow more
than symbolic adjustments to its exchange rate suggests the risks China'’s
leadership believes the country (and presumably the regime itself) runs were
its economic growth rate to slow significantly. At times, China’s international
messaging was shrill. New perceptions of a China rising arrogantly, rather
than mostly in harmony with its neighbours, were compounded by its harsh
response to Japanese arrest of the captain of a Chinese trawler near disputed,
Japanese-administered islands on 7 September 2010. Fears among less power-
ful Asian states of a China turned more aggressive in years ahead do not create
a strategic advantage for India as much as a reminder of how important an
Asian regional actor the United States has been and many Asians hope will
remain.''® But they do remind Asians, at a time when traditional US inten-
tions and capacities in Asia cannot be assumed as constant far into the future,
of why they will increasingly wish to engage meaningfully with India, the one
resurgent Asian power whose overall weight comes close to rivalling that of
China.
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Active management of the relationship can help to anticipate and defuse
potential sources of conflict. Therefore these important nations need to in-
crease efforts to understand each other’s domestic socio-economic and polit-
ical systems. A dialogue process that acknowledges differences instead of
emphasizing imagined similarities is likely to lay the foundations for better
mutual understanding. By institutionalizing a bilateral relationship that goes
beyond high-level exchanges and diplomatic visits, both sides might be able
to transform public perceptions. Patterns of cooperation already established
on multilaterally managed issues such as climate change and trade, if further
developed by both nations, could help to create new areas of sustained co-
operation within an emerging new global multilateral system, in which both
have a much greater role to play.

This will be a vital relationship for students of international relations to
chart in years ahead. A lot depends internationally on the ability of these ‘two

tigers to share the same mountain’.!'®
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India—USA Relations: The Shock of the New

Two comments, uttered almost eighty years apart, mark a contemporary
transformation in relations between India and the United States of America.
In 1927, Jawaharlal Nehru stated: ‘[The] great problem of the near future will
be American imperialism, even more than British imperialism.”’ In 2005,
Indian Prime Minister Manmohan Singh stated: ‘India is today embarked on
a journey inspired by many dreams. We welcome having America by our side.
There is much we can accomplish together.”>

The history of this relationship is as complex as it is varied, and is distin-
guished by a largely unsuccessful search for common ground. Like the pro-
verbial blind men and the elephant, both nations spent five decades
construing their relationship in ways that mystified and displeased the
other. Statesmen on both sides have bemoaned this period as ‘the lost half
century’ or ‘the fifty wasted years”® during which the world’s largest democ-
racy and the world’s oldest democracy failed to cooperate consistently across a
range of issues. Despite his scepticism about America’s rise to global hegem-
ony, in a speech to the US Congress in 1949 Nehru had suggested: ‘Friendship
and co-operation between our two countries are...natural.”* Yet a full fifty
years of India’s independent existence would eventually pass before India’s
sixteenth Prime Minister Atal Bihari Vajpayee could plausibly claim once
again that India and the United States are ‘natural allies’.®

What happened in the intervening decades is the subject of this chapter.
The evolution of relations between India and the USA from the early years of
the Indian republic till the new millennium is traced. That a fundamental shift
has occurred during the past decade is clear. This shift is explored in terms of
its motivation and timing, attempting to locate its causes. The analysis rests
on a combination of international, regional, and domestic factors that oper-
ated jointly to usher in the modern era of India-USA relations.

153



India-USA Relations

Historical overview

Three main parameters have played a role in India-USA relations over the
years—ideology, strategy, and values. Variously, over time, they have had the
effect of creating incentives for divergence or convergence in the relationship.
The evolution of these parameters is better understood if, for analytical con-
venience, we divide modern Indian history into three broad time periods: the
Nehruvian era (1947-66), the Indira Gandhi (and post-Indira Gandhi) years
(1967-89), and the contemporary period (1990 onwards). In the first period,
ideological differences dominated the discourse of India-USA relations. As the
Nehru era came to a close, strategic considerations that had been present but
not dominant since the 1950s came to the fore and deepened the tension in
the relationship. Finally, the period following the end of the Cold War saw a
shift in the focus of India’s foreign policy from ideology to pragmatism,
coloured by India’s growing economic success and ambition. This created
space for the rediscovery of common interests and shared political values
between the USA and India, after fifty years of uneasy relations.

1947-66: ideological differences

In the early years after independence, India viewed the world through a newly
forged prism of anti-imperialism, which was seen as an inseparable ‘out-
growth of capitalism’.® Consequently, to India, the American pursuit of com-
mercial interests in the world and the South Asian region suggested a
determination to replace British with American economic hegemony.” The
Americans on the other hand viewed the world through the prism of emerging
anti-Communism. This thinking was crystallized by the hard-nosed maxim of
John Foster Dulles: ‘Those who are not with us are against us.’® Faced with an
increasingly bipolar world, India adopted an idealistic yet functionally prag-
matic philosophy of non-alignment as the cornerstone of its foreign policy.
Non-alignment to Indians was neither neutrality nor alignment. Philosoph-
ically it signified ‘freedom of action’, a concomitant of India’s independence.
Its application, however, was ‘a matter of judgment’.’ By creating space for
morally defensible ad hoc foreign policy decisions at a time when the world
was bifurcating, non-alignment helped India achieve, with some flair, min-
imal external objectives while it coped with daunting domestic challenges.
Relations with Washington started off on an uncertain footing, primarily
due to the importance of the Anglo-American relationship. This led to less
than enthusiastic American support for Indian nationalism in the 1940s,'® a
fact that was duly noted by leaders of India’s independence movement. In
1947, the birth of the Indian republic was accompanied by Pakistan’s occupa-
tion of Kashmir. Nehru's appeal to the United Nations did not garner the kind
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of support he expected from the great powers, particularly the United States,
which declined to label Pakistan an aggressor.'’ In 1949, India was quick to
recognize the newly formed People’s Republic of China (PRC) and to promote
its permanent membership in the UN Security Council, even to the extent of
turning down an American offer of taking the PRC’s seat in the Council.'? In
1950, India abstained from a US-sponsored resolution calling for the UN'’s
military involvement in the Korean War. India subsequently voted against UN
forces crossing the 38th parallel into North Korea and against labelling China
an aggressor in the war. In 1951, India declined an invitation to sign the San
Francisco Peace Treaty on grounds of the unfair and unequal treatment of
Japan by the Allied Powers. The USA regretted India’s inability to ‘join this
united effort for peace’ and observers suggested that even though Nehru's
supporters claimed India’s absence was designed to avoid linking itself with
Russia in opposing the treaty, its statement of reasons ‘had much the same
effect’.!?

Amidst the atmosphere of the 1950s, it was but natural for the USA to
consider India’s non-alignment as ‘little more than a sanctimonious cloak’
for interests that contradicted its own.'* Yet the US worldview was no less
morally laden than the Indian one. American scholars deplored the Indian
tendency to equate the intentions of the USA with those of the Soviet Union,
i.e. to believe that the two power blocs were ‘equally bad’.'® Dulles is quoted as
saying: ‘Neutrality...except under exceptional circumstances...is an im-
moral conception.’'® Gaganvihari Mehta, an early Indian Ambassador to the
United States commented:

whereas to the United States the fight against Communism is the supreme issue to
which all other problems should be subordinated, India holds that the real enemies
of mankind are economic and social evils such as poverty and hunger and disease,
racial discrimination, and domination and exploitation of weaker peoples by the
powerful nations of the world.'”

Emerging from over two hundred years of colonialism, India considered
imperialism in any form a threat to its freedom. Conversely the United States
perceived the growth of Communism as a serious threat to its security. The
USA represented to many in the newly decolonized world an emergent im-
perial power while India, with its planned economy and non-aligned foreign
policy, appeared to Americans and others in the West precariously at risk of
turning to socialism, and perhaps to alignment with the Soviet bloc. A funda-
mental ideological divide and much suspicion was thus created and sustained
over the years. Non-alignment became somewhat of a moral safety net for
India, and continued to influence its foreign policy for many decades, finding
an echo in debates even today (though more as a rhetorical device than a
fundamental belief). In the post-Wilsonian era of international politics, as the
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USA was shedding its ‘moralizing tradition’ in favour of a realist paradigm, it
found India ‘cloaking its power plays in moral rhetoric’.'® This put the pur-
portedly natural allies at odds. India was increasingly viewed as either a fence
sitter or a member of the communist bloc, neither of which were complimen-
tary epithets in the Western world.

Beginnings of strategic divergence

This divide between the two nations opened up space for other actors to begin
exerting influence on their respective foreign policies. In 1953, after an abort-
ive attempt with the Middle East Defense Organization (MEDO), Pakistan
stepped up its efforts to form a defence alliance with the United States. Stalin’s
death in the same year created a thaw in Soviet policy towards India. Nehru
paid his first visit to Moscow in 1954, the year that Pakistan signed a Mutual
Defense Assistance Agreement with the USA, which most Indians reportedly
viewed as ‘essentially an anti-Nehru manoeuvre designed to force his hand’.*”
And, in 1955, top Soviet leaders Nikita Khrushchev and Nikolai Bulganin
visited New Delhi for the first time, Pakistan officially aligned with the USA
via the South East Asian Treaty Organization (SEATO) and the Central Treaty
Organization (CENTO, also known as the Baghdad Pact), and India was a key
promoter of the first Afro-Asian conference at Bandung in Indonesia.

India’s ‘leftward’ slant was becoming evident. An American scholar ob-
served that criticisms of the United States in India had become fashionable
since the former started aiding Pakistan militarily.”* A public opinion poll
showed a majority of Indians perceiving the USA as ‘a foreign government
that is willfully preparing for a war of aggression’.?! The year 1956 saw India
criticize the imperialist designs of the Western powers in the Suez Canal
while being conspicuously restrained in its reaction to the Soviet invasion of
Hungary.?? It was evident by then that in retaliation to the USA-Pakistan
military relationship, Nehru had ‘relaxed’ his policy of non-alignment to
seek support from the Soviet Union.?® Despite strained relations, in 1959
Eisenhower became the first American President to visit India. That very
year, however, India was once again quick to recognize the newly formed
communist government in Cuba under Fidel Castro.

As the Cold War gained momentum, America’s frustrations with Indian
non-alignment mounted. Writing in 1957, Henry Kissinger justified American
aid to Pakistan by arguing that America ‘cannot permit the balance of power
to be overturned for the sake of Allied unity or the approbation of the uncom-
mitted’.?* At a time when the world was divided among the two power blocs,
India’s moralizing foreign policy touched a raw nerve in American diplomatic
circles. In the absence of cooperation from India, and with a communist
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government in China, Pakistan became an essential element in the United
States’ containment of the Soviet Union in Asia.

What began as an ideological gulf between India and the USA was now
developing into a strategic complication. This manifested itself in many ways,
not least over the issue of the Portuguese colony of Goa in India. Despite
repeated counsel to Delhi from the USA against the use of force in liberating
the colony (from the hands of a NATO ally, albeit one governed by a military
dictator), the Indian military forcibly drove out the Portuguese from Goa in
December 1961. Goa was a powerful symbol of the anti-colonial struggle for
India, which claimed that it had waited long enough for the USA to exercise
diplomatic influence in the face of Portuguese obduracy. The USA saw India’s
action as a violation of the UN charter and as setting a dangerous international
precedent.?® A US-sponsored UN resolution against India was vetoed by the
Soviet Union, and a similar resolution against the Portuguese was vetoed by
the USA. Once again the two democracies had locked horns over an issue that
challenged the foundations of the international system as each viewed it.¢

In 1961, the Non-Aligned Movement (NAM), a coalition of developing
countries largely from Asia and Africa that subscribed to the ideology of
non-alignment with either Cold War power bloc and aimed to carve out a
middle path in international politics, was established. Although Nehru was
not an enthusiastic supporter of the creation of a third bloc,?” India was a
founding member, and India’s foreign policy establishment was soon at the
forefront of promoting its tenets.

The Sino-Indian War

Deteriorating relations between India and China culminated in a border war
in October 1962, coinciding with the Cuban Missile Crisis and a rapidly
escalating Cold War. A growing rift between the Chinese and the Soviets
since the mid-1950s prompted the latter to take a pro-India stance in the
run up to the conflict. However, since the Cuban Crisis required a semblance
of solidarity with China, the Soviet Union initially refrained from coming to
India’s aid.?® Lacking alternatives, Nehru turned to Western powers for assist-
ance. Based on a perceived threat in Asia from communist China, the USA was
quick to respond.?’ In a key move, the USA prevailed on Pakistan for an
assurance that it would not invade Kashmir so that India could redeploy its
northern troops towards the front with China.*’ Yet by 20 November 1962 the
situation had grown worse for India and Nehru made an ‘urgent and open
appeal’ for, among other things, air strikes by US forces on Chinese troops.>
An American carrier—the Enterprise—was dispatched towards the Bay of
Bengal. However, it was withdrawn the next day when the Chinese declared
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a unilateral ceasefire, possibly influenced by the Soviet decision to revert to its
pro-India policy upon the resolution of the Cuban Crisis.*?

The Sino-Indian war, aside from leaving an indelible impression on India’s
defence policy planning, marked a significant departure from US policy
towards India up till that point. Indian leaders and the public welcomed
American assistance but the motives of American intervention—more to
ward off the Chinese threat than to genuinely assist the Indians—were not
lost on Indian decision-makers. Soon after the war, the Americans along with
the British began pressuring India to yield to Pakistan on Kashmir.** Soviet
assistance, on the other hand, was found to be relatively less loaded with post
hoc conditions. In a matter of months, controversy erupted between India
and the USA over the shared use of an Indian-bought American-supplied
radio transmitter for the purpose of countering Chinese propaganda in
Southeast Asia. What came to be known as the ‘Voice of America’ fiasco
was a strong reality check for the Americans with regard to India’s firm
ideological commitment to non-alignment.**

India’s obstinacy during the 1950s and 1960s came not just from a commit-
ment to an abstract foreign policy principle, but from a strong sense of
nationalism and feeling of historical, cultural, and strategic uniqueness.
Nehru viewed India as a bridge between the countries of Southeast Asia and
those of West Asia and beyond. Accordingly, Indian leaders expected that the
USA would recognize India’s importance in the international order and confer
on it an ‘equality of status’ if not the ‘sharing of common objectives’.*®
America’s global objectives, however, were not designed to accommodate
Indian greatness. As one observer noted:

What introduces friction into the ties between India and the United States is that
Washington is still unable to find for India a position in its global strategy, which
would satisfy India’s national self-esteem and ambitions.>¢

American observers often viewed India’s ‘self-esteem and ambitions’ with a
sense of irony. Although Indian leaders had a firm belief in their country’s
greatness, India itself did not yet measure up to most standards of greatness on
the world stage. Moreover, despite its moral and ideological leadership of the
Third World in the NAM, in strategic terms India’s self-importance did not
project credibly beyond the South Asian region.

The Sino-Pakistani entente

In 1964 China detonated its first nuclear weapon and significantly tipped the
scales of power in the subcontinent. This time India was undiscriminating in
its appeal for security guarantees and turned to the United States, England,
and the Soviet Union for assistance. None obliged.?’
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A further jolt came the following year when Pakistan attacked India twice in
the span of a few months, in the Rann of Kutch and in Kashmir. Of particular
concern was Pakistan’s use of weapons it had obtained from the USA in the
mid-1950s, in contravention of President Eisenhower’s guarantee to Nehru at
the time that US-supplied arms would not be used by Pakistan in a conflict
with India. The American response to the 1965 Indo-Pakistani conflicts was to
maintain a position of strict neutrality. Operationally this meant cutting off
military aid to both countries, a decision that cost Pakistan more than it did
India. The result was counterproductive for the USA on both fronts—it earned
the displeasure of India for being neutral in a conflict in which Pakistan was
the clear aggressor, and it furthered the process of USA-Pakistan estrangement
that began in 1962, in essence driving the latter towards China for military
sustenance.®® Chinese arms transfers to Pakistan, almost non-existent before
1965, shot up by 254 per cent between 1965 and 1966. Indeed from 1964 till
2007, China has been a more reliable and more plentiful supplier of arms to
Pakistan (1.5 times more than the USA, in cumulative volume over the
period).*

The expanding Sino-Pakistani relationship did not, however, prompt a
change in India-USA relations. In 1966, responding to India’s criticism of
the US intervention in Vietnam, President Johnson restricted the supply of
grain shipments that had been under way since the mid-1950s under the
Public Law 480 programme. This decision, coming at the time of a severe
Indian drought, was a very painful reminder to Indian leaders of the divergent
nature of interests and values held by the two nations. It seemed that India, by
now the vanguard of the post-colonial developing world, might never be able
to reconcile its foreign policy with America’s global aims. What had begun as
ideological divergence had over time declined into antipathy combined with
opposing strategic interests in Asia, particularly in the subcontinent.

1967-89: strategic contradictions

If the previous two decades had been about ideological differences between
the USA and India, the next two would be about conflicting regional and
global strategic interests. Strategic competition between the United States and
Soviet Union played an important role in shaping India-USA relations. The
USA, faced with an obstinately non-aligned India and the need to develop a
strategic presence in Asia against the Soviet and Chinese threats, had sub-
scribed to what one Indian scholar has called the ‘Caroe thesis’, or the idea
that the power vacuum created by the departure of the British from the
subcontinent and India’s neutrality would greatly impact stability in the
Middle East and Southeast Asia unless Pakistan was involved as a key strategic
player in the region.*” India for its part perceived the USA-Pakistan alliance as
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a direct threat to its regional supremacy and gradually turned to the Soviet
Union as a balancing strategy. India’s planned economy and its leadership’s
inclination toward a type of Fabian socialism helped nurture this relationship.

Jawaharlal Nehru died in 1964. An icon of Indian politics and foreign policy,
his death left a leadership void that his soft-spoken successor Lal Bahadur
Shastri struggled to fill. The short period of Shastri’s tenure, from 1964 until
his death in early 1966, marked a transition from Nehruvian idealism to the
beginnings of Indira Gandhi’s brand of realpolitik at home and abroad. Mrs.
Gandhi’s foreign policy maintained a rhetorical commitment to her father’s
ideology of non-alignment and anti-imperialism, but contained distinctly
realist strands of thought and behaviour. Intermittently, India began experi-
menting with power politics in its region. This conflicted with US interests
and exacerbated the emerging strategic disagreements between the two coun-
tries.

In 1967 a predominantly anti-American worldview led India to reject
founding membership of the Association of Southeast Asian Nations
(ASEAN), which it viewed as an attempt at expanding American influence in
Asia.*! A long-standing disagreement with the United States also began in
1968 when India rejected the Non-Proliferation Treaty (NPT) proposed by the
world’s leading nuclear powers. The NPT was problematic from Delhi’s per-
spective for two main reasons. First, it was viewed by India as an unequal
treaty since it did not prevent those with nuclear weapons from acquiring
more. Second, it would foreclose any future possibility of an Indian weapons
programme to counter the Chinese nuclear threat. The USA reacted to India’s
obstinacy by ceasing the supply of nuclear fuel to the Indian reactor at
Tarapur, a role that France subsequently took over.

The Bangladesh War

In 1971, an internal crisis in Pakistan became a critical test of the India—USA
relationship. The Sino-Soviet split had intensified toward the end of the
previous decade, as had the warmth between Pakistan and China, both of
which (to differing extents) considered India an important factor in their
security calculations. India for its part lent ideological and material support
to the movement for autonomy in East Pakistan. As the crisis in East Pakistan
escalated, precipitated by West Pakistan’s unwillingness to recognize the nu-
merical superiority of East Pakistan’s ethnically distinct population, India was
faced with a considerable refugee problem that became an important pretext
for involvement in Pakistan’s affairs. In July that year, US Secretary of State
Henry Kissinger made his first of many trips to Beijing to leverage the Sino-
Soviet divide and lay the groundwork for a rapprochement between the USA
and China.*? Pakistan, already a close ally of China, played a key role in
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facilitating this relationship. As a result, the USA maintained a studious silence
on Pakistan’s repressive policies in East Pakistan. Kissinger would later describe
events in Fast Pakistan as ‘internal problems of a friendly country’.*?

On his visit to Beijing, Kissinger made a stop at New Delhi to impress upon
Prime Minister Gandhi the importance of not supporting the liberation move-
ment in East Pakistan. Sensing her intransigence, various threats and induce-
ments were subsequently employed by the USA to secure India’s compliance.**
India, however, did not oblige and instead turned once again to the Soviet
Union. The month after Kissinger’s visit, India and the Soviet Union concluded
a Treaty of Peace, Friendship and Cooperation, which was a thinly veiled
military pact. The American response was to step up military and economic
aid to Pakistan in an effort to contain the East Pakistan situation. In December,
India and Pakistan went to war over India’s support for East Pakistani militants,
and over the large-scale movement of refugees across the border from Bangla-
desh into India. Soviet and American vetoes in the UN Security Council para-
lysed the international community’s response. Ultimately Nixon chose to
explicitly ‘tilt’ American policy in favour of Pakistan and suspended $87 mil-
lion worth of economic aid to India.*> The USA then sent a naval fleet into the
Bay of Bengal to send an unambiguous signal to India. The USS Enterprise,
which had traversed the same route less than a decade earlier in support of an
Indian military effort, was now dispatched for quite the opposite purpose.

The outcome of the Indo-Pakistan war was the creation of the state of
Bangladesh. Indians considered their victory a major military achievement—
one that helped dispel to some extent the ghosts of their defeat at the hands of
the Chinese in 1962—and a firm rebuttal of America’s efforts to extend its
dominion in South Asia. The Americans viewed the outcome as clinching
evidence of India’s truculence in international matters, and its unmistakable
tilt toward the Soviet Union. Yet a prominent Indian politician argued that
‘the Americans practically drove us into the arms of the Russians’.*® In retro-
spect, the war and the years following it were the lowest point in the history of
Indo-US relations. In 1972, Nixon offered to reinstate the economic aid he had
withdrawn the previous year, but India refused. In the same year, the Indian
government took steps to restrict field research conducted by American social
scientists in India.*’

A major jolt to the USA came in 1974 when India conducted its first nuclear
weapon test at Pokhran. It came to light that India had diverted nuclear
materials imported for civilian purposes, much of it from the USA, in order
to initiate a weapons programme. Although India assured the world that its
test was a ‘peaceful’ one,*® the event was a blow to not just American influence
in South Asia but also the emerging global non-proliferation regime. At almost
the same time that India conducted its nuclear test, the USA made plans to
upgrade its presence at Diego Garcia, a British-controlled island in India’s
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vicinity in the Indian Ocean leased to the USA. This move rankled the Indian
leadership because it brought the arena of US-Soviet competition much closer
home. Moreover, it challenged India’s objective, supported by both the NAM
and the UN, of maintaining the Indian Ocean as a ‘region of peace’,** or in
other words, a region of Indian influence.

After Nixon'’s departure from the Presidency in August 1974, relations began
improving somewhat but normalcy was not in sight. The Indian government
requested a five-year phase-out of all Western volunteer programmes, primar-
ily the US Peace Corps, which withdrew completely soon after.>° In June 1975
India faced considerable domestic turmoil and entered a period of Emergency
rule under Indira Gandhi. American economic aid, withheld the previous year
due to the nuclear test, was again put on hold, and this decision was repeated
the following year when Indira Gandhi accused the CIA of trying to under-
mine her government.> The Emergency ended in 1977 and the USA imme-
diately eased restrictions it had placed on World Bank loans to India, and also
approved $60 million in direct economic assistance. Relations seemed to
improve a little when President Carter and Prime Minister Desai exchanged
visits in 1978, resulting in a publicly announced joint emphasis on the
importance of democracy and economic development in both countries.

Pakistan and the Afghanistan War

Pakistan (specifically Kashmir) never ceased to be a thorn in the Indian side with
regard to US policy towards South Asia. Writing in 1966, Norman Palmer noted
that on the whole, ‘official and unofficial American views on Kashmir have been
more sympathetic with Pakistan than with the Indian case’.>? Forty years later,
Strobe Talbott would observe that for five decades, ‘the working assumption in
New Delhi had been that the United States was, for reasons of geopolitics, reflexive
in its support for Pakistan’.>® Evidence of this support is strongest when one looks
at data on military aid and arms transfers. The USA transferred 9.4 times more
arms>* and 9.9 times more military aid> to Pakistan than to India in the period
from 1950 to 1990. Indeed, 94 per cent of the military aid supplied by the USA to
India was as part of the agreement made during the Sino-Indian war.

The Soviet Union more than made up for this, transferring almost nine
times more arms to India in the same period than the USA did to Pakistan
(however this gap is less pronounced if one includes arms supplied to Pakistan
by China in the same period).*® US aid to Pakistan was initially conditioned
on a non-use policy against India; later, as it became evident that Pakistan
could not or would not abide by this condition, it was dropped. Looking back
in 1979, Kissinger admitted to having ‘misjudged the target of Pakistan’s
military efforts’.>” Yet the policy of providing military aid to Pakistan in
order to retain a friendly Islamic ally and a counterpoise to the Soviets in
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Asia remained unchanged. Although US military aid to Pakistan had been on
the decline since the Bangladesh war, the Soviet invasion of Afghanistan at the
turn of the decade changed everything. The 1980s saw large amounts of
military aid being pumped into Pakistan by the USA in order to fight a proxy
war against the Soviets in Afghanistan. This created significant repercussions
for internal security in India via the ‘arms pipeline’ that allowed CIA-supplied
weaponry to land in the hands of Pakistan-backed militants in India.>®

The USA-India relationship in the 1980s was marked by the conflict in nearby
Afghanistan and India’s own political and economic problems. The Soviet inva-
sion of Afghanistan left India in a difficult position—relations with the Soviets
became strained over the issue, yet India was seen by the world as being in the
Soviet camp. Indira Gandhi engaged in diplomacy on multiple fronts to improve
India’s image in this regard. A muted disapproval was conveyed to the Soviets
while active efforts were made to develop closer ties with the United States. The
latter was complicated in no small measure by the restoration of the USA-
Pakistan security relationship as a direct result of the situation in Afghanistan.
In June 1981, President Ronald Reagan announced the resumption of arms sales
to Pakistan, which had been halted a few years earlier when the latter’s nuclear
intentions and China-assisted nuclear weapons programme became known.
A six-year, $3 billion economic and military aid package was announced for
Pakistan, starting in October 1982. This time the USA did not stipulate any
restrictions on the use of its arms against India.>” The Soviets, keen to assuage
Indian disapprobation over the Afghanistan issue, were quick to ‘more than
match’®® the USA-Pakistan deal in early 1984. The superpowers were now direct
competitors in a South Asian arms race.®!

The conflict in Afghanistan brought the Cold War much closer to India than
even Diego Garcia had a few years previously. Concern about its regional
autonomy and capacity to resist American global ambitions was one of the
motivating factors behind India’s involvement in the emerging domestic con-
flict in Sri Lanka (the other was India’s large Tamil population with many ethnic
cousins in India’s state of Tamil Nadu). As the decade progressed and Soviet
policy under Mikhail Gorbachev showed signs of change in Afghanistan and
otherwise, India’s relations with the USA improved marginally. US arms sup-
plies to India, unheard of since 1962, resumed on a small scale between 1986
and 1988.5% In 1988, Prime Minister Rajiv Gandhi made a historic visit to China
in an attempt to begin the process of normalizing relations between the two
neighbours. India seemed to be experimenting with positive diplomacy as a
means for resolving long-running disagreements. This was also reflected in
India’s brief and hesitant spell of logistical support for American military oper-
ations in the Gulf War that began in 1990.

In the years since India’s independence, the Cold War had negatively
affected the regional security environment in South Asia. The US desire for a
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strategic counterweight in Asia sustained Pakistan’s ability to maintain a
strategic balance against India for many years. India in turn sought to tip
the scales in its favour through a cooperative relationship with the Soviet
Union, thus indirectly justifying an unbalanced US policy and an anti-India
Pakistani policy. The ultimate outcome was a South Asian arms race and tense
relations between India and the United States for most of the 1970s and 1980s.
By the end of the 1980s India—USA relations had stagnated, moving little in
either direction. The USA considered Pakistan to be a much more reliable ally
in its Asian ventures, and India seemed preoccupied with an inability to elect
majority governments and a looming balance of payments problem. Things
might have remained unchanged were it not for two major events that oc-
curred at this juncture—the end of the Cold War and India’s economic crisis.

1990 onwards: rediscovering common interests

The end of the Cold War marked a major shift in world politics and funda-
mentally restructured a number of relationships around the world, including
the India—-USA one. Finding itself bereft of Soviet support, India in the 1990s
underwent a painful process of orienting itself to a unipolar world order in
which it shared a history of acrimony with the only remaining superpower.
Indeed, ‘[t]he story of Indian foreign policy in the 1990s is about the struggle
to overcome the sources of opposition to the West.’**> At the most basic level
this meant ideological change. Non-alignment would no longer work in the
absence of superpower competition. Enough time had passed to render anti-
imperialism an outmoded ideology, particularly as India’s own economy
began growing with an outward orientation. The USA for its part was con-
fronting the ‘end of history’ (to quote the famous phrase coined by Francis
Fukuyama) and the lack of a global nemesis against which to define its own
foreign policy ideology. Strategically it was adapting to an uncertain inter-
national system with multiple smaller powers rising fast. The security envir-
onment was now vastly different and required new policies. In terms of
political values, India and the United States were still democracies, but that
fact at the time offered no template for future cooperation.

Looking back to the early 1990s, few would have predicted the depth and
breadth of relations between the two countries today. What explains this
quantum leap?

Economic factors

On the economic front, 1991 is generally considered a watershed in Indian
history. Faced with a severe balance of payments crisis, Prime Minister Rao’s
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government initiated a series of reforms to liberalize the Indian economy
under the stewardship of Manmohan Singh, then the Finance Minister. This
opened the door to foreign private capital, a significant amount of which was
American. Starting from $165 million in 1992, annual Foreign Direct Invest-
ment in India shot up to $2.14 billion by 1997, a thirteen-fold increase.®* As
the Indian economy grew in size and openness, so did the participation of
American investors, who cumulatively accounted for 19 per cent of Foreign
Direct Investment in India between 1991 and 2005.°° Similarly, trade between
India and the USA grew dramatically during this period (despite falling as a
share of total global trade) and in 2009 stood at more than $39.7 billion.®® The
growth of India’s knowledge economy and the global outsourcing industry
brought both countries closer through private sector linkages. Former US
Under Secretary of State Nicholas R. Burns points out that ‘the big break-
through in US-India relations was achieved originally by the private sector’.®”
Indian policymakers were aware of the precariousness of the domestic eco-
nomic situation and the need to guide the Indian economy out of crisis
carefully. But, due to the constant internal political argumentation over the
nature and impact of the reforms, the initial years were marked by a sense of
cautiousness. India did little to upset the status quo in its region and in its
bilateral relations with the great powers.

Nowhere was this more evident than on the issue of nuclear testing. Al-
though an Indian nuclear weapons programme had been in the offing since
the late 1970s when China’s assistance for a Pakistan weapons programme
became known, the clearest impetus for its advancement came in 1988 when
Rajiv Gandhi initiated a covert nuclear weapons programme based on a
potential nuclear threat from Pakistan.®® This plan was carried forward into
the early 1990s and by 1994 the Rao government was ready to test. However
the process was stopped short by considerations of the impact of US sanctions
on the nascent post-reform Indian economy. Rao, in a conversation with
Strobe Talbott, then US Deputy Secretary of State, indicated that India was
aware of the importance of integration into the global economy and close
relations with the USA. He emphasized that India’s economic security would
be jeopardized if it ‘overplayed its nuclear card’.®’

Political factors

Economic interdependence more often than not tends to moderate the tone
of political differences between nations.”® Here the role of Indian Americans
in the United States deserves mention. The 1990s brought to the fore a
number of wealthy Indian Americans who learned to mobilize politically
and build relationships with the US Congress in order to influence policy
towards India and South Asia. The US Census counted over 2.5 million
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Americans of Indian origin in 2007. The median income of a family in this
group is almost 79 per cent higher than the national median.”* This put a
significant amount of disposable income in the hands of politically aware
and motivated individuals. Indian Americans raised $4 million on behalf of
political candidates in the 1992 election, and more than $7 million in the
1998 election.”? The result of this significant influence was that by the end of
the 1990s, there was a high level of interest within Congress in issues
pertaining to India, to the extent that more than a quarter of the members
of the House of Representatives had joined an informal congressional caucus
aimed at fostering India-USA ties.”® Although the interest of American law-
makers in India was primarily motivated by domestic political and economic
concerns, the increased level of interest played an important role in temper-
ing traditional legislative hostility toward India as evinced by the defeat
(from 1996 onwards) of the traditionally passed ‘Burton amendments’
designed to reduce foreign aid to India every year.”* In 2005 and 2006, Indian
Americans also undertook a major lobbying effort to promote the passage of
laws allowing civilian nuclear cooperation with India.”®

Indian policymakers, on the other hand, also began to shed their trad-
itional anti-Americanism and non-aligned rhetoric during this period. The
late 1980s witnessed a fundamental transition in Indian electoral politics
from a largely one-party-dominant system to a fragmented multiparty sys-
tem. This created ideological and political space for new voices in the
articulation of Indian foreign policy. By 1991, the election manifesto of
the Bharatiya Janata Party (BJP) was already dismissing non-alignment as
an outdated ideology.”® The 1990s in retrospect were a period when India
gradually shed its anti-imperialist and non-alignment baggage in favour of
an approach to foreign policy grounded in realpolitik. This was the precursor
to the age of ‘strategic partnerships’ for India. By 2005, India had concluded
such partnerships with China, Iran, Japan, and the United States. This
signalled a new pragmatism in Indian foreign policy, and a willingness to
spread the risks associated with international relations between ties with
several friendly powers. India’s diplomacy changed in style and content to
some extent, with Vajpayee and Indian Foreign Minister Jaswant Singh
choosing ‘quiet diplomacy’ over ‘morally laden rhetoric’.”” Vajpayee’s suc-
cessor, Manmohan Singh, opted for a similar style.

Differences of view with the USA continued over regional security and
nuclear issues. In 1995, a Congressional amendment allowed the USA to
resume arms supplies to Pakistan that had become attenuated since the Soviet
withdrawal from Afghanistan. This was not well received in India, especially
in light of a 1994 Human Rights Watch report that traced arms used by
militants in Kashmir and Punjab to money and weapons supplied to Paki-
stan’s intelligence agencies by the USA during the Afghanistan war.”® India
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found that despite some advances in its relationship with the USA (e.g. the
start of modest joint naval exercises in 1991),”° the USA continued to pursue
an unfavourable South Asia policy. While resuming arms supplies to Pakistan,
it continued to pressure India to abandon its indigenous Integrated Missile
Development Program, blocked the sale of Russian weapons systems to India,
and limited India’s access to American high technology, fearing that such
access would be misused as before.®® On the nuclear issue, in 1995 the USA
pushed through a permanent extension of the NPT, to which India was
bitterly opposed. Subsequently, in 1996, India rejected the Comprehensive
Test Ban Treaty (CTBT) as a biased arrangement that favoured the major
powers which had already enough data and experience in nuclear testing to
continue simulating tests without actually conducting them.

The end of the Cold War in some ways liberated India’s foreign policy and
allowed it to choose its friends without external pressure. The result was a dual
approach that emphasized cordial (but not necessarily cooperative) relations
with the United States while also building partnerships with countries in the
region, particularly China. India, like all other countries in the aftermath of
the Cold War, was uncertain about the future shape of the new world order.
The USA too was working hard to fill the global power vacuum left by the
collapse of the Soviet Union, and was not particularly concerned with matters
in South Asia. This was evinced by the continuation of the Pakistan tilt in its
policy despite the end of significant Soviet influence in India. This relative
indifference towards the region would evaporate a few months into 1998.

Pokhran-II and its impact

In May 1998, India detonated five nuclear devices at Pokhran, the site of its
first nuclear test twenty-four years earlier. Barely two weeks later, Pakistan
detonated six nuclear devices at the Chagai Hills. Both events sharply foc-
used President Clinton and his administration’s attention on South Asia.
Although the immediate American response was to place economic sanc-
tions on both countries, the tests precipitated the longest series of high-level
bilateral talks in the history of the Indo-American relationship and for the
first time, there was an attempt to structure the Indo-American relationship
independent of Indo-Pakistani or Indo-Russian concerns.®! In a paradoxical
outcome, C. Raja Mohan argues that the tests of May 1998 were actually the
beginning of the end of non-proliferation disagreements between the two
countries: ‘So long as India remained undecided about what it wanted to do
with nuclear weapons, it was natural that the United States would do every-
thing to prevent India from becoming a nuclear weapons power.”®? In the
longer term, Clinton’s objectives in South Asia developed along three lines—
non-proliferation, progress in relations with India, and continued support
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for Pakistan as a pro-Western Islamic state.® For the first time in the history
of India-USA relations, a genuine attempt was made at a balanced approach
in American policy towards South Asia. This vindicated the Indian view that
‘the world gives respect to countries with nuclear weapons’.®*

Evidence of American respect for India’s concerns came the following year
when Pakistan launched an offensive on Indian territory in the Kargil district
of Kashmir. Contrary to past experience, India found the USA willing to place
responsibility for the aggression squarely on Pakistan’s shoulders and subse-
quently pressuring Prime Minister Nawaz Sharif to withdraw his troops. This
marked a change in the American attitude toward Kashmir—previously sym-
pathetic to Pakistan. On the nuclear question, soon after sanctions were
imposed domestic lobbies in the USA—mainly Indian-American groups—
pressured Congress to ease the sanctions on India.*® The opposition of
many Republican Congressmen to the CTBT also worked in India’s favour
when a Republican-dominated Congress rejected the CTBT in October 1999.
Both these developments weakened the American negotiating position vis-a-
vis India and eased the post-Pokhran rapprochement between India and the
USA.

In 2000, Clinton became the first US President to visit India in twenty-two
years. His trip was a resounding success and a landmark in the ongoing
transformation of India-USA relations. The following year, India became
one of the first (and few) countries to support President George W. Bush's
controversial Nuclear Missile Defense (NMD) initiative. Thereafter, as the
events of 11 September 2001 unfolded, India was quick to offer its full oper-
ational support for the US war against terrorism. By 22 September, the USA
had lifted all sanctions against India and the bilateral Defense Policy Group,
suspended since 1998, was revived toward the end of the year. Following a
terrorist attack on the Indian Parliament in December 2001, the USA pressured
Pakistan into a commitment on curbing cross-border terrorism in India, and
put two major organizations—the Jaish-e-Mohammed and Lashkar-e-Taiba—
on its list of foreign terrorists. In 2002 the USA initiated a regional security
dialogue with India that explored shared interests in India’s neighbourhood,
including ending the civil war in Sri Lanka, promoting political stability in
Bangladesh and reconstructing Afghanistan®®—a significant break from Cold
War difficulties over American influence in the subcontinent. Similarly in
Kashmir, for the first time India allowed American observers on the ground
during Assembly elections, which were declared free and fair.®” At the height
of fresh India-Pakistan tensions in 2003, Clinton (now a former President)
was unofficially brought into the picture as a facilitator and was able to initiate
a dialogue between President Musharraf and Prime Minister Vajpayee that
paved the way for a rapprochement.®® Meanwhile Congressmen in the USA
passed a resolution making American aid to Pakistan conditional on an annual
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Presidential report on Pakistan’s cross-border insurgency promotion and nu-
clear proliferation activities.®’

Strategic partnership

In 2004, India and the United States formulated the Next Steps in Strategic
Partnership (NSSP), which laid the foundations for cooperation in civilian
nuclear activities, civilian space programmes, and high-technology trade,
along with an expanded dialogue on missile defence. Within the span of
a decade the USA had reversed its long-standing policies of nuclear non-
cooperation and technology denial toward India. On 18 July 2005 the two
countries announced the most wide-ranging partnership in the history of their
bilateral relations, covering the economy, energy security, democracy promo-
tion, defence cooperation, and high technology and space cooperation. The
most controversial aspect of the agreement was President George W. Bush’s
commitment to ‘work with friends and allies to adjust international regimes to
enable full civil nuclear energy cooperation and trade with India’.”® In effect
the USA explicitly recognized and cast itself as prepared to legitimize the
nuclear weapons programme of a non-NPT state that had consistently opposed
the global non-proliferation regime (though, as India claimed in its defence, it
had de facto fulfilled the non-proliferation objectives of an NPT state).

A critical test of the new relationship came late in 2005 when India voted
along with the United States against Iran at the International Atomic Energy
Agency (IAEA) in a resolution on Tehran’s nuclear programme, feared to
include a weapons component. The double standards inherent in India’s
stand did not go unnoticed. The following year, India once again cast its lot
with the USA at the IAEA on the Iran question, while the USA amended its
domestic Atomic Energy Act in order to facilitate civilian nuclear cooperation
with India. More recently, however, following a visit to Tehran by India’s
External Affairs Minister S. M. Krishna in May 2010, during which he praised
Iran for ‘fighting for its rights’, Washington admitted that India and the USA
held divergent views on Iran’s nuclear programme.”"

Aside from nuclear cooperation, since July 2005, India and the USA have
cooperated in a number of areas such as aviation, trade and investment,
business (through a high-powered CEO forum), agriculture, energy, science
and technology, defence, disaster relief, democracy promotion, and maritime
cooperation.’® In 2007 India hosted a major round of naval exercises (part of
the ‘Malabar’ series) in the Indian Ocean with twenty-seven warships from five
countries including the USA, Japan, Australia, and Singapore.”*

The end-game on India—USA negotiations toward an agreement governing
cooperation in the nuclear sphere came into focus in late 2006. By then,
foreign policy achievements of the Bush administration were few, with the
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Iraq war widely seen as a strategic disaster for the USA. With developments in
Afghanistan also unfavourable, and the NATO alliance coming under some
pressure as a result, the President’s team identified success on the India front as
the most positive potential remaining foreign policy ‘legacy’ item in the Bush
administration’s portfolio. Intense negotiations—on the detailed outcome of
which India frequently appeared to international observers to have bested the
USA (while critics in India bayed about their perception of a Delhi sell-out)—
yielded the required so-called ‘123 Agreement’ in July 2007.°* However, con-
troversy in both countries was such that neither side was able to press for
approval of the agreement and its related safeguards clauses at the IAEA or by
the Nuclear Suppliers Group (NSG) until mid-2008. Both latter steps were
preceded by a raucous debate in the Indian lower house of parliament in
July 2008, with the government narrowly winning a no-confidence vote
brought against the agreement. The IAEA approved the safeguards agreement
on 1 August 2008, and the NSG approved an India-specific waiver from its core
terms on 6 September 2008. In the final major step foreseen by the two
countries for implementation of their understandings, the US Senate on 1
October 2008 approved the deal by a vote of 86 to 13.

These developments were significant for the India-USA relationship but
also for India’s global standing and positioning. The USA had helped it off
the perch of nuclear pariah status and defiance it had been confined to since
1974, but, through the IAEA and NSG votes, the rest of the world concurred
in India’s emergence from nuclear purdah. While Indian commentators
made much of ambiguous Chinese statements during the IAEA negotiations,
neither China nor other countries such as Australia and Canada (which had
long adopted an assertive stance in defence of the NPT and the wider non-
proliferation regime) stood in the way of IAEA approval. Indian diplomacy
contributed significantly to this success, especially the quiet but resolute
leadership on this issue of Prime Minister Singh (uncharacteristically tough
in staring down domestic critics of the negotiations with the USA, including
some within his own Congress Party).”> Indeed, New Delhi’s global diplo-
matic manoeuvring in relation to the nuclear file during the years 2005-8
suggested just how pragmatic and focused Indian diplomacy had become,
given the right incentives.”® The Obama administration’s National Security
Strategy and the USA-India Strategic Dialogue of 1-4 June 2010 further
reinforce the commitment of both countries to a broad-based partnership,
covering a gamut of ties, including non-proliferation.’”

Rediscovering common values

The post-1990 story of India—USA relations is not just about the end of the
Cold War, India’s second round of nuclear tests, or economic liberalization. It
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is also fundamentally a story about rediscovering common political values. For
most of the twentieth century American policymakers failed to see the poten-
tial in India to be a strong (and democratic) partner in Asia. Instead there was a
tendency to see India as ‘a revisionist power bent on restructuring the inter-
national system at the expense of America’s global interests’.”® Since the early
1990s, however, an increasingly influential school of thought in American
foreign policy began recognizing the strategic utility of the common political
values espoused by both nations.

Since Indian independence, India’s conscious adoption of constitutional
liberal democracy had resonated among the American people and at times
among its foreign policymakers. As home to a significant section of the world’s
population, India came to symbolize an important experiment in post-colonial
democracy. In this sense both the USA and India always had much to gain
from a cooperative relationship.

Indeed, Americans were aware of the importance of promoting democratic
stability in India. Data on US economic aid to India and Pakistan confirm a
substantial and enduring financial commitment to India in the 1950s and
1960s, likely motivated by this very idea. Especially from 1957 till 1971, the
gross amount of economic aid from the USA to India was on average more
than twice the amount of aid flowing from the USA to Pakistan. This was
repeated from 1977 to 1983, and noticeably from 1991 to 2001, during which
the average annual economic aid to India was more than three times the aid to
Pakistan.’® In terms of military aid, with the exception of the Sino-Indian war,
Pakistan has uniformly received greater amounts of assistance from the USA
than India. However, between 1951 and 2006, more than 84 per cent of
American military aid to Pakistan is concentrated in two periods: the decade
following the mutual defence agreement of 1955, and the years of intensifi-
cation of the first Afghanistan war (1983 to 1990).

These data suggest that the USA has always viewed Pakistan as a military ally
and India as a potential political ally. The word ‘ally’ here must be construed
rather loosely, for India was aligned with the USA only in the sense of its
domestic political values being somewhat congruent with the latter’s. Yet it
appears democracy was perceived to be strong enough in India (the aberration
of the 1975-7 Emergency notwithstanding) for the USA to be genuinely
invested in building up its economy and society through development assist-
ance that helped at different times to avoid famine, launch the Green Revo-
lution, tackle malaria, and expand the educational system. Gary Hess suggests
that from the 1950s to the 1980s, the USA maintained a two-pronged strategy
of engagement in South Asia that involved ‘the simultaneous building of an
alliance with Pakistan and promoting close political-economic ties with
India’.'® The focus on shared political values between the United States
and India, symbolized by foreign aid, held great potential initially. Yet the
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momentum was not sustained. The amount of US economic aid was substan-
tially lower after 1971, and continued to decline into the 1990s.

The new millennium saw a resurgence in the value-based approach to
India—USA relations through increased interaction that led to a better under-
standing of each other’s domestic priorities. Unsurprisingly, US assistance to
India was a declining part of the equation as the Indian government emerged
as a donor in its own right. Indeed, early in 2007 the US State Department
announced a 35 per cent reduction in aid programmes to India.'°* But in-
creasingly, in the aftermath of 9/11, when democracy promotion became a
significant item on the Bush administration’s international agenda, a value-
based approach complemented by an interests-based economic agenda under-
pinned the relationship. From being critical of Indian democracy, particularly
on human rights issues, during the early years of the Clinton administration,
the USA had modified its stance to the extent of involving India as an integral
member of both its global democracy promotion initiatives—the Community
of Democracies and the UN Democracy Fund.'* In 2007 Nicholas R. Burns
wrote that the promotion of democracy and freedom around the world
‘should be an essential component of the new USA-India relationship’.'®*
The subtlety of this relationship relies on the American use of democracy
promotion as a strategy to ‘modernize’ the Middle East and other unstable
regions of the world. India has been a willing ally in pursuing this value-based
foreign policy with strategic overtones. In his speech to the US Congress on 19
July 2005, Manmohan Singh hinted at the coincidence of values and strategy
in the new India-USA relationship:

There are partnerships based on principle and there are partnerships based on
pragmatism. I believe we are at a juncture where we can embark on a partnership
that can draw both on principle as well as pragmatism. We must build on this
opportunity.'®*

Regional power balances

Moving beyond the bilateral relationship, there are a number of longer-term
regional and international factors that were fundamental to the warming of
India—-USA relations. Taken together, a growing India, a declining Pakistan,
and an increasingly powerful China all combined to motivate an India—-USA
entente. On Pakistan, Jaswant Singh, India’s former Foreign Minister, report-
edly proclaimed to his counterpart Strobe Talbott in 1998 that Pakistan is a
‘failed state’ while India ‘stays together’, thus making better relations with
India the right strategic choice for the United States.'®> Indeed one of the
major features of America’s new South Asia policy was the conceptual decoup-
ling of India and Pakistan. No longer did the USA view its actions in the
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subcontinent as a zero sum game between the region’s two most bitter rivals.
This allowed the USA to declare Pakistan a major non-NATO ally in 2004 and
to sign agreements in 2006 for arms transfers to Pakistan worth $3.5 billion for
fighting the war on terrorism. While these moves were criticized in India, the
complaints were fairly subdued: ‘Particularly striking about the building blocks
for the new Indo-US relationship is how little Pakistan figures in them.’**®

In fact, China, not Pakistan, has gradually emerged as the new third party
in the India—USA relationship. Ashutosh Varshney describes this development
as ‘a new triangle’ that is predicated on a simple piece of realist logic: ‘when
the first- and second-ranked powers fight, the first often ardently courts the
third.”'%” This statement captures the new dynamic as many scholars and
diplomats see it. China is growing rapidly and is an unpredictable regime—
although its stated philosophy is one of peaceful growth, its defence expen-
ditures have been rising and now rank third in the world behind the USA
and Russia.'®® It is also a known proliferator of nuclear technology to rogue
regimes such as Libya, Pakistan, Iran, and North Korea.'” Therefore it is
hardly surprising that the USA gravitated towards India, growing less rapidly
and in a non-threatening manner, in part as a hedge against a potentially
revisionist China. Writing in 2000, future National Security Adviser and
Secretary of State Condoleezza Rice argued that the USA should pay closer
attention to India as ‘an element in China’s calculation’, suggesting a degree
of regional rivalry that the USA might have the potential to exploit in its
favour.'°

India itself is growing into the shoes of a meaningful power and is on its way
to earning the equality of status it long aspired to with the USA. In the span of
just four years, senior officials of the Bush administration went from describ-
ing India as having the potential to be a great power''! to counting it among
the ‘major powers’ along with Russia and China.!'? Indeed President Bush’s
2006 National Security Strategy claimed that ‘India now is poised to shoulder
global obligations in cooperation with the United States in a way befitting a
major power.”''* The tendency of the Bush administration to build up Indian
power was seen as an effort to groom India into a role where it might effect-
ively support the USA in international affairs, be it against a rising China, in
censuring Iran for its nuclear programme, or by being a ‘junior partner’ in
controlling the Indian Ocean.''*

Indian actions, however, tended to belie this conception. Although the
Vajpayee government cited the Chinese threat as one of the main motivators
of the Indian nuclear weapons programme in 1998,'"* broader trends contra-
dicted this claim. Rather than take steps to contain China, India steadily (since
around 1988) developed a high-level dialogue with China in an attempt to
resolve outstanding issues and explore new avenues of cooperation.''® By the
end of 2007 India held its first joint army training exercises with China, and
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China hosted the first India-China Annual Defence Dialogue.'’” Indeed
India’s growing relationship with the USA seemingly convinced an internally
oriented China of India’s potential, thus creating somewhat of a tentative
balance in the region, which India used to improve relations with China.''®
Moreover, a growing India is working on and off to prevent a regional rivalry
with China.''® Many in India consider the predominant foreign problem to
be instability in Pakistan. In contrast, China is perceived by some ‘as an
economic and political opportunity more than a strategic, civilizational, or
economic problem’.'?° Hence, in some key international forums, including
on climate change, trade, labour laws, arms control, and human rights, India
has found common ground with China against Western interests. As regards
being a junior partner of the United States, India’s deep internal divisions over
the India-USA nuclear deal signalled a national unwillingness to play second
fiddle. Despite voting against Iran twice in the IAEA, New Delhi sought to
maintain positive relations with Tehran through bilateral channels. Moreover,
India’s pursuit of energy security through a proposed Iran-Pakistan-India gas
pipeline continues to be a source of disagreement between India and the
United States, as do its friendly policies towards undemocratic regimes in its
neighbourhood, notably Myanmar. In these ways, India escapes Washington's
control and intends to continue doing so.

A New World Order

Despite considerable disagreement over whether the contemporary inter-
national system is unipolar, multipolar, ‘uni-multipolar’,'*! or even ‘nonpo-
lar’,'?? a common strand running through most assessments is that the USA is
less and less able to ‘go it alone’ in international affairs. Multilateralism or at
least ‘coalitions of the willing’ are required for the USA to act both legitimately
and successfully in the international system. Although the war on terrorism
strengthened the American resolve under President Bush to eschew multilat-
eral institutions in favour of a unilateral approach, the long-term results of this
policy proved detrimental to US interests, leading to a renewed emphasis on
the value of partnerships and alliances in early Obama Administration policy
statements.'%*

This logic, when applied to the USA-India relationship, highlights the
importance that the USA has placed on secondary powers. In 2008 Condo-
leezza Rice, then Secretary of State, proclaimed ‘investing in strong and rising
powers as stakeholders in the international order’ as one of two pillars of
America’s ‘unique’ realism (the other being support for democracy in weak
and poorly governed states).'** Yet it is not just secondary powers that the
USA has focused on, but secondary powers with traditionally perceived revi-
sionist tendencies (particularly China, Russia, and India) that might in future
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become dissatisfied enough with the global order to engage in balancing
behaviour against the United States. A strategy that gives such powers a greater
stake in the international system is likely to pre-empt future instability in
international relations. Efforts to involve India and China in G-7 meetings, to
support China’s membership in the Nuclear Suppliers Group despite its pro-
liferation activities, to involve China in the North Korea non-proliferation
negotiations, and indirectly to legitimize India’s nuclear weapons can all be
viewed in this light.'>> In 2006 President Bush’s nuclear negotiation team
testified to Congress that their intention was to ‘ “lock in” India to a deal
before moving to tie down and restrain the country’s nuclear potential in non-
proliferation discussions’.'?® It appears therefore that the American strategy
has been not just to give emerging powers a greater stake in the system but to
involve them in ways that restrict their future margin for manoeuvre. Also
important in this context is the emerging salience of Indian democracy in the
American worldview. For its part, India has historically been an inactive
exporter of democracy, but sensing an opportunity it too has modified some-
what its international stance on the issue.

This form of opportunism has been a key factor in propelling the India—-USA
relationship. As the USA attempted to restructure international relations in
the aftermath of the Cold War and 9/11, India tried to capture as much
diplomatic space as possible to articulate its own interests. It did this by
supporting the USA on key initiatives, including the war on terrorism and
Nuclear Missile Defense (NMD), both of which sought to challenge and
modify the ‘global rules of the game’.'?’ It joined hands with the USA in the
name of democracy promotion, and above all it cooperated to a great extent
on the nuclear front, placing a number of its nuclear reactors under inter-
national safeguards in exchange for almost unconditional entry into the
global nuclear club. Although the nuclear deal was a highly contested political
topic in India, scholars and politicians in the United States saw it in one of two
ways—either as a grave risk to the non-proliferation regime, or as a significant
achievement for it.'?® Specifics of the deal aside, its broad thrust once again
emphasized the American attempt to reign in a rising power, and India’s
attempt to maximize the opportunities of a strategic relationship with a
hegemonic power.

The Obama Administration’s foreign policy orientations at the outset
were crafted to emphasize a degree of contrast with those of the previous
Washington team. Gone was assertive international democracy promotion.
In its place President Obama and Secretary of State Hillary Clinton advanced
a wider approach to values, rooted in concepts of ‘smart’ power, and a
greater determination to engage allies and partners.'?’ Many in the Indian
media and political communities worried that the intensity of the Bush
Administration’s commitment to improving ties with India would not be
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replicated by President Obama and his crew. Early signals from the Obama
team that it might seek to insert Washington into the Kashmir file, seeing in
it a key to unlocking a happy outcome in Afghanistan, worried New Delhi.
Ultimately, Obama skated away from that dimension of his transition team'’s
thinking by appointing Richard Holbrooke as Special Envoy for Afghanistan
and Pakistan (and noticeably not for India or Kashmir). And while the
Administration included more champions of the multilateral non-prolifer-
ation regime than had that of President Bush, all official early signals toward
India were positive, including during early visits by both Secretary of State
Clinton and Special Envoy Holbrooke. Nevertheless, suspicions of Hol-
brooke’s approach and intentions, perceived as favouring Pakistan unduly,
remained lively in India throughout 2009.

Although, prior to Obama’s visit to India in November 2010, which proved
successful, some Indians remained reserved on his commitment to the US
relationship with India, Nicholas R. Burns, who negotiated the US-India nuclear
cooperation agreement for the previous (Republican) Administration asserts:

While President Obama was forced to pay more attention to Afghanistan/Pakistan
and China in his first year of office, he has made abundantly clear his commitment
to continue to build the US-India relationship. As a global power, the US will need
to secure close working relations with China, Pakistan and other countries with
which India has a difficult relationship. Indians should understand, however, that
the US will very likely see India as one of its primary global partners for the next
several decades.*°

Karl F. Inderfurth, who served as Assistant Secretary of State for South Asia
under President Clinton, concurs:

The civilian nuclear agreement with India was a milestone in the relationship and
would be a hard act to follow, by any successor US administration. Moreover, as
one US South Asia expert has correctly pointed out, the Obama administration is
consumed by problems both at home and abroad, and India is simply not a
problem.'3!

Conclusion: looking forward

The doctrine John Foster Dulles developed of ‘those who are not with us are
against us’ (echoed in the aftermath of 9/11 by President George W. Bush) is
no longer apposite to the USA-India relationship.'** Today India finds itself
‘with’ the United States on several key issues when until very recently it was
‘against’ on most, and Washington is grateful for its support. The interests and
values of the two nations converge today much more than they diverge. Yet
the stability of this new relationship is not guaranteed. Depending on the
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circumstances, India might find the USA reluctant to intervene on its behalf.
Similarly, the USA cannot always count on India’s support for its initiatives,
particularly regarding the Islamic world, with which India has strong and
ancient cultural and social ties. In the USA, India is often out of focus, neither
much better known nor beyond Washington much better liked than fifty
years ago. Raju Narisetti, former editor in Delhi of the business daily Mint,
and today managing editor of the Washington Post, writes:

The sharp shift in India’s psyche, to a relatively independent, even arrogant, nation
that believes it has come into its own both economically and politically, is not
understood widely in the USA. While India’s rising economic clout is a matter of
much interest, there is very little conviction in the USA that India has matured enough
to translate that rising economic clout into any meaningful global political influence,
even when India does create the occasional—and very successful—roadblocks, such as
its contribution to the deadlock of the WTO Doha round in 2008."?

On the nuclear issue, India and the USA are yet to fully resolve their non-
proliferation differences and some potential discord in this realm is perfectly
conceivable. As well, the issues of energy security and the diversification of
energy sources, including natural gas supplies from Iran and other Gulf states,
could come to complicate the relationship. India’s attempts to obtain a perman-
ent seat in the UN Security Council, endorsed by Obama in Delhi in 2010 but
inspiring a sense of international urgency on the issue, may return to haunt the
relationship if Delhi were to press hard for Washington to deliver results. Mean-
while, the two countries will likely continue to work cooperatively in the G-20
and several other international forums.'**

The entente between the two nations is not so much an alliance as a ‘selective
partnership’ based on specific shared interests in some areas and quid pro quo
arrangements in others, all underscored by strong economic interdependence.'®*
As long as their interests are aligned, India and the United States will seem locked
in a wider strategic embrace. But perceptions of interests can change rapidly in
today’s fast-moving and uncertain world. To predicate long-term strategies exces-
sively on systematic cooperation would be hazardous for both nations.

India’s ability to overcome its anxieties about and resentment of the United
States owes a great deal to its growing self-confidence and to the realization
that a policy of non-alignment makes little sense in a world in which several
great powers vie with each other and in which India aspires to join them as
one of the leading countries of the twenty-first century. American interest in
closer relations with India, spurred by its growing market for American goods
and the close connections of the two countries in the provision of global
services, has been intensified by a very different dynamic—Washington’s
loss of absolute dominance of international relations in the wake of the Iraq
and Afghanistan wars and the US-induced global economic crisis of 2008-9.
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Nevertheless, most Indians welcome better ties, as their own economic
aspirations exhibit marked affinities with those of Americans, with whom
they share many other bonds, not least democratic governance. And Ameri-
cans, notably in the corridors of power in Washington, often see India as a
useful hedge against the rise of China, if not as a reliable ally in all of its global
adventures.

This makes clear how far India has come, and perhaps also how US-centred
unipolarity proved but a fleeting consequence of the end of the Cold War.
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India’s West Asia Policy: Delicate Manoeuvres

India’s ties with its neighbours to the West have traditionally been meaning-
ful. For one thing, as suggested in Chapter 2, most of the non-native con-
querors of northern India hailed from the West or, when from Central Asia,
penetrated India from the West (through Afghanistan and what is now Paki-
stan).! Afghan invaders were heavily influenced by Persian culture, and most
conquerors after the eleventh century were Muslim (the British being the most
obvious exception).”

During the British Raj, India was closely connected, administratively and
otherwise, with West Asia by the British overlords.® Under them, Indian army
divisions participated in campaigns in Egypt and Palestine in the First World
War and in Iran, Syria, and Iraq during the Second World War.* As the British
colonial role faded, throughout the twentieth century, in South and West Asia
(including in Egypt and Palestine), close economic links persisted, particularly
with countries of the Persian Gulf, including Iraq and Iran.

These ties were often challenged by the profound antagonisms within West
Asia after the Second World War, but also, in the specific case of South Asia, by
rivalries in that region also, not least Pakistani attempts to isolate India from
the Islamic world. Even if West Asia enjoyed less complex ties with India, it
might well be worth surveying the relationships, particularly for Western
readers, as the global weight of Western-centric international relations may
be declining in importance, relative to the international relations of other
regions and countries, particularly Asian ones.

For West Asia, an area with complex, often contradictory impulses towards
the United States (hitherto the sole remaining superpower, but now playing
more of a primus inter pares role), other partners, particularly powerful energy-
hungry ones like China and India, are much more important than they were
even twenty years ago.® Already, the beginnings of a new ‘great game’ can be
detected between rising powers around the world, opening up new possibil-
ities for all involved, but also new dangers, including in relation to energy
supplies and to Middle East politics, that perennial tinderbox.
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For centuries, West Asia has represented one of the few major regions that
empires and superpowers could not fully dominate, although most have tried.
Until the discovery of vast oil supplies in the Persian Gulf region, much of the
effort exerted by major powers to govern West Asia, directly or indirectly,
revolved around its strategic position between Europe and India (or more
generally between the north Atlantic and Asia). The constant pursuit of
trade routes between these areas has ensured a steady flow of cultures, people,
and goods in all directions. The economic rise of India, and the continuing
energy riches of West Asia, have ensured that India no longer has merely a
diplomatic and neighbourly connection with West Asia, but also an expand-
ing and vital interest in this area, building on a solid foundation of substantive
relations with virtually all countries of the region at a time of great geostrategic
uncertainty. For example, it has yet to be seen whether the conflict and now
political deadlock in Iraq will resolve itself peacefully, or descend into further
sectarian violence once US forces largely exit Iraq in 2011.° The difference
between relative instability as opposed to chaos in Iraq is a critical factor for all
its immediate neighbours and the Persian Gulf countries (as well as for naval
powers present in the Gulf). Moreover, fears over Iran’s nuclear programme,
variously pronounced around the globe but most acute in Israel, constitute a
wild card in the region and beyond.

In addition, while Israel’s campaign to subdue Hamas in Gaza in 2008-9,
much decried internationally, was conducted in part with the aim of produ-
cing a new deal in the Levant, the Israeli-Palestinian conflict continues to
simmer menacingly. And positive relations between Israel and Turkey, one of
the few hopeful signposts in the region, were damaged by the flawed inter-
ception of a Turkish flotilla carrying pro-Palestinian activists and supplies to
Gaza in May 2010.” Thus, the Middle East quagmire was no less worrying in
the late summer of 2010 than at other times over recent decades.

India has a strong interest in positive outcomes to each of these West Asian
challenges, despite not being involved in the ‘great power’ diplomacy to
address them (for example, among the permanent members of the UN Security
Council, or within the West Asia ‘Quartet’ of key international players, i.e. the
USA, the EU, Russia, and the UN). India’s largely successful approach has been
to tend to its various bilateral relationships in West Asia, seeking to maintain
friendships (and through them, the promotion of its economic interests) in
good order. Indeed, India’s diplomacy with West Asian countries stands out as
particularly accomplished, despite tense Indian ties with Muslim Pakistan
holding the potential to disrupt relationships with other Muslim counttries.
(This is less true today, with all international actors increasingly willing, often
eager, to deal with an increasingly significant India on its own terms.)®

India’s long shared history with West Asia is a tremendous advantage to it in
negotiating the shoals of unpredictable rivalries and hostilities in the region.
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West Asian complexity is much better understood in India than in most
Western capitals. Further, India’s trading relationships in West Asia, dating
back to well before European colonialism, are etched into the neighbour-
hood’s DNA.

Throughout the Cold War, India’s official policy of non-alignment globally
was translated into a policy of ‘equidistance’ in West Asia, which worked well
in the main, although it required constant calibration. This policy largely left
the Indian government free to adjust to evolving dynamics at play in the
region, and to balance out instability in one state by placing at least tempor-
ary, in some cases more long-lasting, emphasis on another. The end of the
Cold War, however, brought new (or in some cases rediscovered) complexities
to the region, ranging from ethnic tensions to questions of leadership succes-
sion and the risk of further proliferation of nuclear weapons. Given these
developments, its continuing security concerns and growing energy interests
have led India to redouble engagement in the region.

An examination of the dynamics of the relationship between West Asia and
India reveals actors on both sides crafting policies that are largely pragmatic.
National interests have dominated India’s involvement in the region, and the
states in West Asia have responded in kind. Also, while trade has historically
provided both the incentive and the underpinning for these relationships,
security interests are playing an increasing role either by choice, as with Israel,
or because of global dynamics over which India has little control, as with Iran.

India’s status as a nuclear and economic power is leading to its involvement
and participation in global leadership, for example through membership in
the G-20. But its new international profile and greater responsibilities are
attended by a need to grapple with greater complexity and possibly greater
risk. And the expansion of India’s interests in West Asia suggests that a policy
based mainly on principles of ‘equidistance’ can no longer alone address its
interests, requiring India to make tough decisions in the future in order to
maintain the success to date of its West Asian policy.

The past as prologue

The contemporary geostrategic relationship between India and West Asia in its
essence dates back to the period of British Empire. West Asia provided key
passageways towards Britain’s global economic interests, which were primarily
anchored in India and parts of the Far East. Testament to this relationship is
the fact that responsibility for the Persian Gulf region was delegated from
London to the British Viceroy in India, an arrangement that was maintained
until India won independence in 1947.° During British rule, interaction be-
tween Indian and Gulf traders facilitated not only an exchange of ideas
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between India and the Persian Gulf, but also of commodities, people, and
administrative practice.'® Most of these habits of interaction survived Indian
independence and are today a constant for the countries involved.'!

The fact that West Asia and India share a degree of ethnic and religious
heterogeneity has also played a part in India’s foreign policy towards the
region. India’s need to maintain harmony among Hindus and Muslims has
played a role in how it approaches the Arab-Israeli conflict and Turkish
secularism.'? For example, although Turkey, like India, is a secular democracy,
electoral gains made by political parties with leanings towards Islam have
caused tensions, with the military, which is constitutionally the protector of
Turkey’s secularism. Indians are consequently more interested in Turkey than
one might expect. This, coupled with Turkey’s geostrategic significance, has
led to the quest for closer ties.'?

While many in the past argued that India’s adoption of non-alignment
during the Cold War was a moral decision, current scholars and practitioners
argue convincingly that the policy of non-alignment for India represented a
pragmatic, realist approach to protecting India’s international interests
through policy independence at a challenging time, and study of India’s
policy towards West Asia tends to corroborate this conclusion.'* The advan-
tages of non-alignment as an umbrella ideology for India’s foreign policy in its
early years of independence included being able to hold a number of inter-
national disputes (including ones involving other developing countries) at
bay while India focused on essential domestic objectives vital to consolidating
the state and tending to the urgent needs of its population.'® The policy also
served India well in fostering a web of bilateral relations with partners of many
different persuasions: democratic or authoritarian, Muslim or Christian, Sunni
or Shia, and so on, even while instances of West Asian regional cooperation
(for example, the Baghdad Pact, CENTO, and the United Arab Republic)
proved short-lived or still-born.

This bilateral approach to building and maintaining relationships in West
Asia resulted in a policy of equidistance with most of India’s partners in the
region and enabled India to ensure relatively stable relationships throughout
an area long racked with instability. Hamid Ansari writes that some issues
touching on religious or other loyalties have affected India’s relationship with
states in West Asia, specifically citing the Kashmir conflict and the 1971 war in
East Pakistan, but Delhi did not allow these to inhibit wider efforts to promote
cooperation on interests such as trade.'®

India’s key interests in the region will likely remain similar to what they
have been in the past few decades: security and stability in order to guarantee a
stable supply of fuel; cooperation and engagement in order to promote trade;
and the ability to leverage its position to gain increased access and standing in
global forums.
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The status quo: India and North Africa'’

In recent history, the most important focal point for Indian diplomacy in
north Africa was Egypt, because of its position of leadership within the Arab
world. This was particularly true during the presidency of Gamal Abdel Nasser,
whose nationalist, secular, and anti-colonialist rhetoric was very much in line
with India’s Cold War foreign policy.'®

The warming of relations between Egypt and India during the 1950s had
much to do with personal diplomacy by the leaders in the two states, who
saw similar qualities in each other. Bansidhar Pradhan describes how Nehru
admired Nasser’s condemnation of the US-led Baghdad Pact and the unifying
aims of pan-Arabism. Simultaneously, Nasser viewed Nehru as a fellow anti-
colonialist who had contributed to forcing the British out of India, much as
Nasser was trying to do in the Middle East. These ideas were mirrored in India’s
support of Egypt during the 1956 Suez Crisis, and the subsequent opposition
of each state to the Eisenhower Doctrine, which suggested a greater role for the
USA (as the influence of Britain and France faded in the wake of their failure),
together with Israel, to impose their will on Egypt over management of the
Suez Canal."”

While the Indo-Egyptian relationship during this time had a distinct ideo-
logical streak, India’s interests region-wide were well served by establishing a
strong relationship with the most charismatic Arab leader of the age. India’s
support of Nasser during the Suez Crisis was appreciated throughout the
Arab world. This helped to build mutual trust that allowed India to pursue
economic interests in the region thereafter.” The Indian relationship with
Algeria, which at the same time was engaged in its struggle for independence
from France, had similar drivers as the Cairo-Delhi relationship, although it
was of lesser immediate significance for India as Algiers was less pivotal in the
Arab world.

The states in north Africa have taken a back seat in the more recent Indian
approach to West Asia. Indeed, in the past two decades, India’s West Asian
policy has been focused on a new set of key partners: Saudi Arabia, Israel, and
Iran.?! This makes sense in relation to India’s pursuit of interests, because
India can maintain mutually beneficial relationships with all three of these
states (although Iran was an extremely sensitive relationship for India when
set against a geopolitical backdrop defined in large part by the George W. Bush
Administration'’s ‘war on terror’ and ‘axis of evil’). In 2008-9, India’s exports to
Egypt totalled US$1.69 billion and its imports from it US$2.12 billion.** By
comparison, India’s trade in 2008-9 with Israel (linked to India by official
diplomatic ties only since 1992) accounted for US$1.45 billion in exports and
US$2.09 billion in imports.?* Notwithstanding Algeria’s role as an oil produ-
cer, the states in north Africa, save perhaps Egypt because of its political
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influence, can offer little economic incentive to India to justify more intense
bilateral or subregional relationships.

While India has few pressing strategic interests in north Africa, it cannot
ignore the area altogether. China, India’s primary competitor in many areas,
has been increasing its involvement in many African states, specifically in the
energy and economic sectors. Although clearly driven by its resource needs,
China’s policy may also be influenced to a degree by predictions, perhaps
more hopeful than imminent, of an African ‘renaissance’.”* With the same
view, India will likely maintain its footholds in north Africa so that it can be in
a good position there as elsewhere throughout the continent should this
happy prospect materialize in the future.

Although India would doubtless support regional integration in north
Africa, the dismal history of neighbourly cooperation in this region, notably
through the economic Maghreb Union, does not bode well for such
a scenario.?® For now, north Africa will likely remain on the periphery of
India’s West Asia policy, taking a back seat to others.

India and the Gulf States: economics trump
India’s stake—energy needs above all

With an increasing thirst for energy, the centrality of the Gulf states in India’s
West Asia policy is ever more obvious. India’s importing of Gulf oil, however,
raises several hard questions for the country regarding its ability to operate
alongside potential competitors such as China, and its willingness to invest
heavily, in policy terms, in an area which is prone to destabilization.

On all current projections, India’s energy consumption will vastly increase
over coming decades, barring significant changes in the country itself, in
energy technologies, or in the oil market.?® India has plentiful coal resources
and fully intends to draw on them, but thermal energy will not suffice.?” As
discussed in Chapter 4, India’s demand for imported oil and gas is only likely
to rise as its domestic ability to produce energy stagnates. Juli A. MacDonald
and S. Enders Wimbush assert that:

the strategic reality is that Asian states will become more dependent for energy on
the Persian Gulf, not less, as conventional wisdom—which tends to exaggerate the
size of energy supplies elsewhere and understate the difficulty of bringing them to
market—might suggest.?

Thus, the Gulf states will continue to be central in India’s foreign policy. In
particular, the security of the energy that these states can supply to India will
be a key factor, and India’s ability to manage it is limited.
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Democracy promotion—preferably not in the Gulf

C. Raja Mohan writes that the promotion of democracy was not much of a
priority in Indian foreign policy during the Cold War, and the 1990s saw little
change even though the demise of the Soviet regime had opened up new
margin for manoeuvre in recasting it.>’ However, Washington—the only
remaining superpower—itself never pushed democracy promotion in the
Persian Gulf countries, with the arguable exception of Iraq, and India saw
no need to take the lead. Even in Egypt, where the USA did exert some
pressure, Washington'’s efforts under the George W. Bush administration
were episodic and unconvincing. India’s response to the Bush Administra-
tion’s enthusiasm for democracy promotion was to support cross-cutting
multilateral initiatives on the topic, often of American design, rather than to
engage in bilateral initiatives on this front.** Thus, India’s principle of non-
intervention in the sovereign affairs of other countries (except, occasionally,
close neighbours) remained intact. With the Obama Administration mostly
playing down the democracy promotion theme, and India sceptical of its
relevance to its own foreign policy, Indian energy requirements will likely
continue to outweigh local governance factors in India’s relations with Gulf
capitals and West Asia more generally.

Protecting investments—hard power

A growing stake in the West Asian oil market, and by extension in energy security
in the region, is likely to draw India further into West Asia diplomatically and
possibly militarily. In his seminal 1836 work The Influence of Sea Power Upon History,
A. T. Mahan convincingly argues that a nation’s status on the global stage is
directly linked to its ability to protect trade and commerce routes and project
influence through naval capacity.®' His argument is still broadly valid nearly two
centuries later. Even a quick examination of what is known of India’s plans,
specifically with respect to major military procurements, indicates that India
sees its navy as central to projecting its rising military capability (as does China).

India’s ability to protect sea-lanes (and thus indirectly project military
power) will increase significantly with the addition of new naval and air
capabilities including the Admiral Gorshkov, a retrofitted ex-Russian aircraft
carrier, and long-range SU-33 fighter aircraft. India also has plans to purchase
several new diesel-powered submarines, with the top contenders for supply
likely being Russian or French export models,*? and is pursuing an indigenous
aircraft carrier design, which is to be constructed by 2011 and to begin
operations by 2014.%* Moreover, it is now conceivable that India will operate
at least three aircraft carriers by 2015-20 and finally reach its goal of fielding
three operational carrier battle groups.®*
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In 2008-9, India played an active role in policing the Gulf of Aden (along-
side several Western powers and the Chinese Navy) to discourage rampant
piracy emanating from Somalia, the United Nations Security Council having
supplied the necessary mandate.>® The publication of the first ‘Indian Mari-
time Doctrine’ confirms India’s new emphasis on a wider mandate beyond the
South Asian neighbourhood.*® Tariq Ashraf addresses the link between the
Indian Navy’s renewal and the Gulf:

The emergence of geo-economics as the main determinant of interstate relations
requires the availability of adequate naval power to secure sea lines of communi-
cation against interference or interdiction by hostile navies. For India, which is
predicted to encounter enormous energy shortfalls in the coming years, this is
especially relevant; India cannot afford to have its maritime link with the Persian
Gulf obstructed or tampered with.3”

The ability to keep choke points open is dependent on specific systems such as
‘blue water’ surface and subsurface naval vessels and long-range aviation, and
India has recently placed significant emphasis on increasing these capabilities.
Overall, as Brunel University scholar Andrew Brunatti notes: ‘India’s dogged
pursuit of naval capacity suggests that power projection in Asia is likely to
remain largely a naval project across oceans and sea-lanes that are still of great
economic and strategic importance, recalling the earlier colonial period when
control of the seas and important ports was paramount in the fierce compe-
tition for commercial dominance.’

Furthering investments—soft power

While India’s interests in the Persian Gulf are clear, it is unlikely that the use,
as opposed to the existence, of ‘hard power’ will play a predominant role in
India’s West Asia policy, unless there are serious perceived threats to India’s
interests there—in which case it would likely prefer to act with others. Diplo-
macy will continue as the main Indian instrument of policy for the area.
While India historically has tended to resort to multilateral institutions to
achieve ‘diplomatic force multiplication’, Ishrat Aziz argues: ‘Bilateralism is
best pursued when others need you. With its recent political and economic
success, India is much better placed to pursue bilateralism today.”*® India’s
leverage has indeed increased, and with it, India’s bargaining position has
improved. Thus, while India will not always prevail (particularly on issues
such as better conditions for Indian migrant workers in the Gulf), the pursuit
of bilateral agreements between India and Gulf states will likely continue to be
an important and effective option. Multilaterally, India will likely continue to
contribute troops to UN peacekeeping operations in the West Asian region,
sometimes alongside contingents from Pakistan, Bangladesh, or Sri Lanka, in
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line with its proud peacekeeping history in the area, notably with UNEF 1 (in
Sinai, 1956-67) and more recently in UNIFIL (South Lebanon) prior to and
following the Israeli-Lebanese border conflict of 2006.%°

Although the bilateral approach seems well suited to India’s objectives in
West Asia, it can also prove diplomatically exhausting with a multiplicity of
small Persian Gulf actors. The Mumbai Declaration of the First Gulf Cooper-
ation Council (GCC)—India Industrial Conference, issued in February 2004,
indicates India’s willingness to engage multilateral institutions where this is
possible.*® The 2006 Conference identified not only the energy sector as ripe
for joint ventures (involving governments and more so private sectors), but
also the petrochemical, communications technology, biotechnology, and
tourism sectors.*’ While then Indian Industry and Commerce Minister
Kamal Nath strongly supported India~GCC cooperation, talk of a free-trade
area has remained just that.*? It is nowhere near being seriously attempted or
achieved. However, save for the GCC (a group of countries sharing many
interests), given the relative lack of credibility of regional institutions in
West Asia (for example, the Arab League), prospects for regional as opposed
to bilateral diplomacy are limited.*?

Indeed, India’s approach to Saudi Arabia is primarily rooted in bilateral
arrangements, as recorded in the joint New Delhi Declaration of January
2006, which include efforts to combat terrorism, commitments to Indian
assistance in technology sectors, and cultural and educational initiatives.**
Most importantly for India, the Declaration committed Saudi Arabia to energy
initiatives including joint public and private ventures and a guarantee of a
cheap and stable supply of oil backed through long-term and flexible con-
tracts. More recently, in the Riyadh Declaration signed during Prime Minister
Singh'’s first visit to Saudi Arabia in February 2010, the two nations re-empha-
sized the importance of implementing their earlier commitments and up-
graded their relationship to a ‘strategic partnership covering security,
economic, defence and political areas’.*> If followed up, enhanced cooper-
ation in these fields could prove valuable to both countries.

The conflict in Iraq

India historically maintained close relations with modern Iraq. The two were
linked by British influence: and many Indians died under British command in
the failed UK effort to subdue Iraq during the 1920s. More recently, close ties
have been maintained due to India’s energy requirements and significant
trade with the region. Until late 1990, trade with Iraq was extensive and
much Indian migrant labour was employed there. Nonetheless, the chaos
attending and following the US invasion in 2003 has hampered Indian initia-
tives with Iraq thus far.*® The economic losses suffered during the first Persian
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Gulf War, and Delhi’s largely passive diplomacy at the time, resulted in the
Indian policy being re-examined in 2002-3 as tensions built up between the
USA and Iraq.*” Some consideration was given to offering troops to the US-led
coalition effort, as a multilateral peacekeeping gesture to help stabilize the
country and partly in connection with efforts to improve ties with the United
States, although Delhi came down against the idea.*® Subsequent statements
by US officials (including military ones) indicated that the USA was not
overly concerned with the Indian decision. Significant recent improvement
in Indo-US relations, rooted in a breakthrough on nuclear cooperation,
suggests Delhi’s decision was the right one.*’

Following the change of government in Delhi in 2004, the notion of serving
the UN (or the Coalition) in Iraq did not resurface again. This was partly
because of stiff resistance on the home front to any form of military engage-
ment in Iraq. Rejecting the possibility, Amitav Ghosh, a much admired Indian
novelist, wrote: ‘in many parts of the world Indians are still remembered as
Imperial mercenaries, as slaves who allowed themselves to be used without
reflection or self-awareness’.>°

Since then, the self-absorption of state institutions in Iraq in the post-
Saddam Hussein era has discouraged economic linkages, and Indian migrant
workers there have faced very serious risks. However, if Iraqi politics prove
conducive to an orderly draw-down of American troop numbers in 2011 and a
degree of reconciliation is engineered among Iraq’s leading communities,
India would be eager to resume its place as one of Iraq’s leading trade partners.
But for now Iraq represents, in the short term, a truncated possibility.

Migrant workers

Historic trade relations between South and West Asia have led to a significant
flow of people between the two regions. In 2001, the Indian labour force in the
Persian Gulf was estimated to be around 3.5 million, and is thought to have
remained stable since then, although the figure will have been affected by the
economic downturn in the Gulf in 2008-9 temporarily forcing many Indian
labourers and even some managers to return home.>!

One Indian state, Kerala, is particularly dependent on labour flows to the
Gulf. Frequent spells of communist rule, which have favoured strong social
policy and, in particular, a commendable focus on education, have led to
neglect of, and sometimes hostility towards, a vibrant role for the private
sector in the state (in contrast to the dispensation in other South Indian
states), resulting in a lack of local employment opportunities. This, in turn,
has compelled many well-educated Keralites to emigrate in search of employ-
ment. Kerala is believed to provide at least half of the Indian labourers in
the Gulf who send an estimated US$6 billion back to the state annually.>?
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Table 8.1. Relative magnitude of remittances to Kerala from Persian Gulf migrant workers

Year Remittances as % of
SDP Govt. Value added Value added
expenditure in manufacture in industry

1975-6 2 11 16 12
1979-80 7 32 46 34
1989-90 12 47 70 42
1994-5 22 111 179 105
1999-2000 23 113 208 110

Note: SDP refers to ‘State Domestic Product’.
Source: K. P. Kannan and K. S. Hari, ‘Kerala’s Gulf Connection: Emigration, Remittances and Their Macroeconomic
Impact, 1972-2000’, Center for Development Studies Working Paper No.328 (March 2002).

Table 8.1 shows striking growth in the share of remittances in the make-up of
Kerala’s economy over the course of twenty-five years from 1975 to 2000.

This high concentration of emigrant labour in a sometimes unstable and at
times economically vulnerable area has been a source of concern for India, for
example in the run-up to, and during, the Gulf War of 1991.>% Because India
sought to maintain friendly ties with both sides in the lead-up to that war in
order to maintain oil supplies and to protect Indian workers, there was criti-
cism in India of the government’s hesitant response to the crisis.>* However, it
is hard to see, even with hindsight, what alternative approach would have
worked better for India.

More persistent problems have been affecting India’s migrant workforce in
the Gulf. For example, several Gulf governments are trying to keep worker
earnings within their borders rather than allowing them to be mostly repatri-
ated as remittances to the home countries of foreign labour. Furthermore,
increasingly some Gulf states have encouraged their own nationals to take
on jobs hitherto performed by foreigners—not least because of worries about
foreign influence over social and political debates locally.>> The Indian work-
force in the Gulf, like others, is generally treated poorly, and demands by
Indian workers that Delhi and its embassies intervene on their behalf create
significant challenges for the Indian government, which has generally man-
aged these pressures by responding through ‘quiet diplomacy’.>® (Given that
Kerala is a politically influential state within the Indian Union, disproportion-
ately represented within circles of power and influence in Delhi, any Indian
government is attentive to its problems, including those faced by its migrant
workers in the Gulf.)

Even pressures for change that, at first glance, might seem to undermine
Indian interests, hold out opportunities in the Gulf. Greater participation of
nationals in the workforce would create pressure for new forms of vocational
education, which could create higher-end jobs for Indians in the region,
and in which Indian entrepreneurs could invest. The demand for advanced
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business technologies and software also plays to Indian strong suits.>” Like-
wise, the emergence of various Gulf Emirates as tourism hubs opens oppor-
tunities for Indian involvement, as picked up in India’s joint declarations with
the GCC.>®

The wider, symbiotic, relationship between Gulf countries and India is likely
to grow further over time, although the forms it will take are uncertain.

Evolving diplomatic architecture: India and Israel
Full recognition

India recognized Israel as a state in 1950, but did not follow up with diplo-
matic ties.>” During the Suez crisis in 1956, India pressed hard for multilat-
eral opposition to the military actions of Britain, France, and Israel. India
also reacted strongly against Israel’s 1982 invasion of Lebanon, with Prime
Minister Indira Gandhi accusing Israel of trying to eliminate the Palestinian
cause.®® Whether driven principally by pragmatism (for example, with its
own Muslim population in mind), ideology, India’s closeness to the Soviet
camp by the 1970s, or a mix of these factors, the outcome was that prior to
the 1990s India’s West Asia policy was pro-Palestinian and not friendly
towards Israel.

The end of a bi-polar world in 1990 opened up diplomatic possibilities in
West Asia that were inconceivable during the Cold War years. As a result, India
and Israel established full diplomatic relations in January 1992. Lalit Man-
singh, then deputy head of India’s embassy in Washington (and later Indian
ambassador to USA) recalls some nervousness that, based on the sentiments of
India’s Muslim community, Prime Minister Rao might veto the move, but he
did not.®" Bilateral trade between India and Israel has increased from US$202
million in 1992, to US$3.54 billion in 2008-9.%* Further, several high-level
visits have hinted at close cooperation between the two states, particularly in
the security sphere, but also in wider economic cooperation and even in
cultural exchange.®® But in deference to India’s close ties to many Arab states,
the relationship with Israel remains an ostensibly low-key one.

Security at the forefront

While the 1990s saw steadily increasing Indo-Israeli cooperation, the Vajpayee
government emphasized the security dimension in the relationship.®* Brajesh
Mishra, National Security Advisor under the Vajpayee government and a chief
architect of its security policy, stated in an address to the American Jewish
Committee in 2003 that the USA, Israel, and India ‘have to jointly face the
same ugly face of modern day terrorism’.®> Ensuing joint exercises by Indian
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and Israeli military forces included collaborative training by each state’s spe-
cial forces, and counterterrorism and counter-insurgency operations.®® Also,
India’s formation of a new national investigative agency, following the 2008
Mumbai attacks, could provide countries like Israel with a new focal point
through which to form closer ties in the intelligence and security field.®”

The terrorist attack in Mumbai in 2008 was hardly the first terrorist outrage
in India, and certainly not the worst.°® However, because of the capacity of a
very small number of terrorists to hold India’s security forces at bay for forty-
eight hours, the attacks publicly revealed the fractured and, in the aggregate,
unsatisfactory nature of the Indian security apparatus, a serious matter in a
country dealing with elusive militants hiding among urban millions or holed-
up in the Kashmiri mountains and the country’s forests.

This tenuous internal security situation is driving one strand of India’s
relationship with Israel, which has spent decades trying to prevent, counter,
and cope with terrorism. Israel has also been looking for stable export markets
for its indigenous military and high-tech industries, and in the process of
upgrading its military capabilities, India has turned into a major client.’
While the security relationship is not the only factor driving the Indian-Israeli
relationship, it is the most salient one, and likely to remain so as long as
terrorist violence threatens both nations.

However, the recent sale of major Israeli weapons systems to India points
to Delhi’s preoccupation with larger concerns. Pakistan’s development of
nuclear-capable missile technology has led India to consider ways of defend-
ing against such threats, and to address this need, India turned to Israel and its
Arrow II theatre missile defence system.”® Although Washington objected to
some elements of the contract,”! India was still able to purchase the most
significant component of the Arrow system, the Green Pine radar, from Israel
and is reportedly developing a way of marrying it with a domestically pro-
duced interceptor to complete the system.”?

In addition to ground-based missile defence components, Israel has pro-
vided India with the Phalcon airborne warning and control system
(AWACS).”® This sale is significant because it greatly increases India’s early
warning, command, and coordination capabilities. AWACS are one of the few
systems that have been considered ‘balance-changing’ for states.”*

These military procurement developments unfolded largely shielded from
the glare of public debate and controversy in India (although not in secrecy),
suggesting that Indian governments can indirectly discourage some security-
related debates considered potentially sensitive.

Despite this evident deepening of relations, Rajan Menon and Swati Pandey
advise realism with respect to some limitations in the Indo-Israeli relation-
ship.”® For one, Israel’s strategy and tactics in addressing its own security
challenges may not always fit with Indian policy preferences. The December
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2008 - January 2009 military action against Gaza, aimed at undermining the
capabilities of the militant group Hamas, evoked some sympathy in India for
the inhabitants of Gaza (while, typically of India, evoking elsewhere sym-
pathy for Israel’s security dilemma).”® An Israeli strike on Iran would test the
limits of flexibility in Indian policy and doubtless provoke widespread criti-
cism in India. Thus, the bilateral relationship, while serving both countries
well, could encounter road bumps ahead which would require careful man-
agement.

The Palestinian issue

India’s independence coincided with another botched British colonial pull-
out, from Palestine, leaving Jews and Arabs contending with incompatible
commitments made by the British, as well as with each other. The outcome
was a Jewish state (soon recognized by India), the incorporation of some
remaining Palestinian territories into Jordan, and large numbers of Palestinian
refugees uprooted within Israel itself, but mostly consigned to camps in
Jordan, Syria, Lebanon, and Egypt. These events, which coincided with India
experiencing and then beginning to recover from the trauma of partition,
created a wellspring of enduring sympathy in India for the Palestinian cause.

Predictably, since the establishment of full diplomatic ties in 1992 and the
gradual warming of Indo-Israeli relations, it has become harder for Palestinian
authorities to catch India’s official ear.”” However, during the BJP-dominated
years, the Congress-led opposition did make token gestures in support of the
Palestinian cause, including denunciation of the Israeli military’s siege of
Arafat’s headquarters compound in Ramallah.”®

Harsh V. Pant believes that India will be careful to avoid allowing its rela-
tionship with Israel to be perceived as an anti-Palestinian ‘Hindu-Jewish
axis’.”” Indeed, India’s intelligentsia is overwhelmingly sympathetic to the
Palestinian cause. India is helped here by Israel’s quiet recognition of Delhi’s
quandary, manifest in its willingness to conduct the relationship with a
minimum of fanfare and ceremonial visits.

The election of Hamas to political authority in Gaza, which came as a
surprise to many, puts India in an awkward position. Hamas ideology and
tactics are hardly consonant with the philosophy of the Indian government
on both terrorism and secularism. India has not been unduly ideological with
its international interlocutors and might well be able to accommodate itself
with a Palestinian leadership including moderate elements of Hamas, but to
the extent that Hamas casts itself as opposed to peace negotiations with Israel,
Delhi will inevitably prefer the more flexible leadership of the Palestinian
authority in Ramallah, led by Mahmoud Abbas. In any event, India is not
seeking to play a lead role on Israeli-Palestinian relations.
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India and Iran: two major regional powers
Historical ties

India’s relationship with Iran is rooted in history, yet its salience in India’s
foreign policy has ebbed and waned over time. Islam was first introduced to
north India by Persian Muslims around AD 1000. The sixteenth century saw
the beginning of a close relationship between the Shiite communities in
what are today Iraq and Iran, and the new Shiite-dominated provinces
which arose in India during this time. Some scholars point to the importance
of the financial support that Indian Muslims provided for the Shiite shrine in
Najaf and Karbala in Iraq as a major factor boosting economic relations
between the two areas.®® Meanwhile, cultural links between Safavid Iran (at
its apex in the early seventeenth century) and Mughal India were rich and
extensive.

Beginning in the 1960s, Iran’s natural resources, particularly its oil and
natural gas, became increasingly important for India, and the two states
engaged in joint projects to exploit these and other resources.®’ Beyond the
energy sector, Iran was a meaningful but somewhat peripheral partner for
India through much of the Cold War. But Iran emerged as a more central
focus of India’s West Asian policy in the new millennium, spurred by trade
and energy security preoccupations, India’s concerns about nuclear prolifer-
ation in its wider neighbourhood, and the risk of friction with the USA over
Iran’s nuclear programme at a time when Delhi was negotiating with
Washington a radically improved relationship centred on nuclear cooper-
ation.®? India views Iran as a significant partner for other reasons as well: as
part of its extended neighbourhood, Iran’s important but sometimes vexed
relationships with Pakistani and Afghan governments have always been rele-
vant to India, which has sought to enhance its influence in Afghanistan
whenever possible, if only in connection with its broader strategy of contain-
ing Pakistan. By and large, Indian and Iranian views and actions on Afghani-
stan have been compatible for at least a couple of decades.

The 1979 Iranian Revolution, which shook up the balance of alliances and
partnerships in West Asia, had little overall effect on India’s relationship with
Iran, a testament to the pragmatism of India’s West Asia policy. But the Iran-
Iraq War, which began in 1981 with an Iraqi assault on Iran, then distracted
both Baghdad and Tehran, which became too preoccupied to focus attention
and resources on any but the most vital external relationships. While both
Iran and Iraq were unhappy with the neutral stance India adopted during the
eight-year conflict, equidistance allowed India to weather the Iran-Iraq war
with both relationships largely intact.®?

The end of the Iran-Iraq War in 1988, followed by the end of the Cold War
in the early 1990s, saw India and Iran both looking to renew old friendships.
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India was increasingly aware of its energy needs, while Iran’s theocratic regime
enjoyed being treated by a major regional power as a serious partner rather
than a pariah. The relationship proved resilient because it was built on mutual
interests. Iran viewed India as helpful in escaping its isolation, as a useful trade
partner particularly in the technological sector, and as a reliable source of
income because of India’s energy requirements. India, in turn, saw Iran as a
source of energy, a vital link with Central Asia and the Persian Gulf, and a
valuable partner inside the Islamic tent.®* The Iran-Pakistan-India gas pipe-
line project mentioned earlier in this volume, while controversial with
Washington, and improbable as it would require active Indo-Pakistani cooper-
ation, demonstrates how serious India’s quest for diversification of its energy
supply has become and also its determination to forge a policy on Iran that
serves its own interests, not Washington’s. Iran’s nuclear programme remains
a much more significant source of friction for both the India-USA and Indo-
Iranian relationships.

The nuclear issue

Established in the 1950s, Iran’s nuclear programme was stated to be for
peaceful purposes only, and as such was supported by Western allies including
the USA, France, and Germany, who were convinced of the Shah’s loyalty
towards the West (although his pro-Western orientation was somewhat in
question after he raised oil prices considerably in the wake of the 1973
Israeli-Arab war).®> However, as early as the 1970s, and before the Iranian
Revolution, there were concerns that Iranian nuclear development could be
used in a weapons programme. Indeed the US intelligence community issued
a Special National Intelligence Estimate (SNIE) on 23 August 1974, which
raised the possibility, with an Indian twist:

If [the Shah of Iran] is alive in the mid-1980s, if Iran has a full-fledged nuclear
power industry and all the facilities necessary for nuclear weapons, and if other
countries have proceeded with weapons development, we have no doubt that Iran
will follow suit. Iran’s course will be strongly influenced by Indian nuclear pro-
grammes.5°

In 2002, hidden nuclear facilities came to light in Iran.?” This sparked serious
concern, particularly in the West, that Iran had embarked on a parallel secret
nuclear weapons programme. The concern was reinforced by Iran’s stonewalling
of the TAEA’s demands for full access to Iranian facilities for inspection.®® The
development of nuclear weapons by Iran would be a destabilizing move in West
Asia, and for the global non-proliferation regime, which the earlier government
of Iran had accepted in 1968 by signing the Nuclear Non-Proliferation Treaty
(NPT). It would doubtless spark further attempts at proliferation in the area.®’

194



Conclusion: different partners, same strategy

For India, this challenge raises difficult issues, not least as it introduced
nuclear weapons to South Asia itself in 1974, prompting Pakistan to follow
suit in 1998. India, which did not sign on to the NPT, has always emphasized
adherence to international rules and treaties it does accept. Failure on Iran’s
part to heed its obligations under the NPT, which it has accepted, places India
in the position of having to oppose Iran (as it has in several IAEA votes) or
(presumably in an attempt to placate a major oil supplier) attempt to gloss
over the serious implications for West Asian and global stability of a nuclear
weapons programme there.”®

For now, India is holding Iran to its NPT obligations. In September 2008,
India’s Prime Minister Manmohan Singh stated that, ‘Iran is a signatory to the
Non-Proliferation Treaty (NPT); as such it is entitled to all cooperation in its
civilian nuclear programme; at the same time, as NPT signatory, it had under-
taken all the obligations.””! The Prime Minister also indicated that India was
opposed to Iran pursuing nuclear weapons, and would not wish to see the
emergence of another nuclear-armed state existing in its region.” India’s
sincerity in wanting to avoid further proliferation in its extended region is
beyond question.”” India has been careful not to engage with the merits of
Iran’s claims or those of its antagonists mainly in the West, although during its
upcoming term on the UN Security Council in 2011-12, it will not be able to
duck the core of the challenge to the non-proliferation system that Iran’s
programme probably represents, and will need to vote on any change in the
UNSC-mandated sanctions regime against Iran, most recently strengthened in
May 2010.”* Indeed, India’s November 2009 vote against Iran’s nuclear pro-
gramme at the IAEA strained its relations with Tehran at a sensitive time in
relation to Delhi’s worries about Afghanistan.’® C. Raja Mohan writes: ‘Delhi’s
diplomatic skills will be tested as the tensions between its regional imperatives
and wider interests rise.’”®

Nevertheless, ever more uncertain prospects for Afghanistan, as NATO
countries debate withdrawal and Kabul is encouraged to negotiate with the
Taliban by Western capitals that swore only a year previously that they would
never contemplate such an expedient, remind students of the region that
Tehran and Delhi may well find themselves cooperating actively to salvage
their own interests in that war-torn country in light of future decisions by
Washington, Kabul, and Islamabad.

Conclusion: different partners, same strategy
As Bansidhar Pradhan suggests, India’s West Asia policy has seen a change of
focus from the actors who constituted the core of its West Asia policy during

much of the Cold War to others, a change more of players than of playbook.’”
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Where once Egypt, the Palestinians, and Iraq were central to India’s policy,
Saudi Arabia, Iran, and Israel have now taken centre stage. India’s energy
needs are an increasingly important variable. The Centre for International
Security Studies’ South Asia Monitor states that by 2025, India’s energy require-
ments will have doubled and that 90 per cent of its petroleum will be imported
by that time.”®

The 2008 attacks in Mumbai, as well as many other terrorist successes,
indicate the need for India to develop a more sophisticated and effective
approach to asymmetrical threats, specifically a more convincing counter-
terrorism capacity. Indeed, with national security under such threat, might
foreign investors one day take fright?”® Concern over Pakistan’s nuclear ar-
senal and its continuing development of a long-range missile capability is also
on Indian minds.

Taken together, these factors ensure that Saudi Arabia, Iran, and Israel are
now central to India’s West Asia policy.

During the Cold War, policy was anchored in a pragmatic non-alignment
that extended to tactical neutrality in cases of crisis or tension between specific
actors. In West Asia, primarily through bilateral channels, India managed to
maintain a remarkably stable set of relationships. Since then, Israel has been a
very useful addition for India.

But each of India’s major relationships in the region operates within certain
constraints, which are largely interconnected. India’s relationship with Israel
is constrained by its reliance on Saudi Arabia and Iran for energy imports,
while at the same time, its relationship with these Islamic states is constrained
by India’s need to acquire military hardware (and conceivably its advice on
counterterrorism, as well as intelligence of mutual interest) from Israel. An-
other factor, if not a constraint, is India’s recently deepened relationship with
the USA, which could be of interest to Tehran but might also induce suspicion
in Iran’s official minds.

In West Asia, India has been a brilliant straddler. However, as its inter-
national role increases, simultaneous to its reliance on West Asian partners,
its strategy may come under strain from unforeseen events. Tension or conflict
over Iran’s nuclear programme, internal unrest in the Gulf states, or geostra-
tegic brinkmanship focused on the Gulf region could each test India’s diplo-
matic dexterity in the years ahead.

India’s National Security Council secretariat produced, in 2002, the initial
National Security Index, which ranked countries on their ability to ensure the
national security of their populations. While the methodological elements of
the National Security Index, as in other such exercises, are debatable, India’s
ranking of tenth, following such states as the USA and China (first and third
respectively), is suggestive of official thinking in India on its rising security
capacity.'®® Mirroring this Indian report is the 2009 effort by the US National
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Intelligence Council, entitled Global Trends 2025: A World Transformed, which
outlines a shifting geopolitical environment as a result of both long-term
forces and short-term catalysts.'®! The most significant change identified is a
waning of US global dominance and the rise of new regional powers to fill the
void.'%?

But in a changing world order, the rise of new players is not always orderly,
and their rivalries could either derive from competition in the Gulf, or spill
over into it. Thus, while India will want to continue to engage in confidence-
building measures with China (as well as, if possible, Pakistan) and other
regionally significant emerging powers such as Turkey (with which it enter-
tains a good relationship) it also needs to prepare to, willingly or not, assume a
larger role in the various West Asian ‘great games’ in years ahead.

Such will be the challenges for India in West Asia arising out of the more
multipolar world that it has yearned for in recent decades. In West Asia, as of
now, India is better equipped than most, by instinct, through its relationships,
and due to its growing assets, to tend to its interests.
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India’s East and Southeast Asia Policy:
Catching Up

As outlined in Chapter 2, India’s ties with the rest of Asia date back many
centuries. Indeed, India’s civilizational influence to its east has significantly
marked many modern Asian nations. During the colonial period, India’s long
established autonomous ties with Asia were weakened, although many In-
dians migrated to various other British Asian colonies. And in spite of an early
thrust of Nehruvian foreign policy seeking close ties with independent Asian
states, notably Indonesia, India’s attention to Asia, particularly in the Cold
War years, was overwhelmed by its preoccupation with its immediate neigh-
bourhood and with China.

However, the collapse of the Soviet system, as well as the economic success
of the ‘Asian Tigers’, notably during the 1980s, forced a rethink of India’s inert
Asia policy and refocused India’s attention to the east. New Delhi newly
remembered again Jawaharlal Nehru's reference to Southeast Asia as a part of
‘Greater India’.!

This chapter examines India’s policy towards Asia east of India encompass-
ing Southeast Asian nations, Japan, South Korea, Australia, and New Zealand,
and also China (as an Asian regional actor—rather than as a neighbour, a topic
covered in Chapter 6).” India’s immediate neighbourhood is excluded from
our purview here, with the exception of Myanmar, which appears intermit-
tently as a member of the Association of Southeast Asian Nations (ASEAN),
and which is addressed in greater detail in Chapter 5.

After a brief discussion of India’s historical connections with Asia and the
place of Asia in India’s foreign policy thinking until the 1990s, this chapter
details India’s economic, political, geostrategic, and ‘soft power’ ties with the
region since the end of the Cold War before offering some conclusions.
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India’s historical ties in Asia

India’s influence on East and Southeast Asia, as well as some of the Asia-Pacific
region, has been extensive. Hinduism and Buddhism spread throughout Asia
from India, initially along trading routes. While Hinduism found its way
across much of Indonesia, Malaysia, and Thailand, Buddhism reached Japan
and Vietnam through China and Korea, and also flourished in countries closer
to India, such as Burma, Cambodia, and Thailand.

As Indian trading patterns expanded and religious ties spread throughout
Asia so did cultural elements including language (particularly Sanskrit), social
customs, styles of art, and architecture.

Great Indianized kingdoms arose over the centuries throughout Asia and
particularly Southeast Asia.*> However, aside from the solitary instance of inva-
sion of the Srivijaya kingdom in Sumatra by the Indian King, Rajendra Chola, in
the eleventh century AD to protect Indian commercial interests, India did not
show any imperialist ambitions in Southeast Asia.* As one non-Indian, former
Prime Minister of Singapore Lee Kuan Yew, noted, ‘Historically India has had an
enormous influence on South-east Asia; economically and culturally too. The
Ramayana story is present all over South-east Asia in different versions. The
civilizations in the region were really Indian in origin..."”

The earliest Indianized kingdoms of Southeast Asia (founded early in the
Christian era) were located in the Malay Peninsula, Cambodia, and Annam
and on the islands of Java, Sumatra, Borneo, and Bali.® Along with the traders
that traversed the region, Brahmans (priests) from India introduced Indian
rituals, scriptures, and literature among the elite in Southeast Asia. They
introduced Indian court customs, administrative organization on the Indian
pattern, and laws based on the Code of Manu, the Indian 1awgiver.7 India-
nization also included the alphabetical basis of Southeast Asian scripts, the
incorporation of Sanskrit in vocabularies along with the adoption of the
Hindu-Buddhist religious beliefs, and an Indian concept of royalty.®

In maritime Southeast Asia, Srivijaya on Sumatra, between the seventh and
thirteenth centuries, was a centre for Buddhist studies and of Sanskrit learn-
ing.® Moreover, the renowned maritime Southeast Asian dynasty of Sailendra,
which became the dominant maritime and land power in Malaysia by the
eighth century,'? is believed to have originated in the Indian state of Orissa.'!
The last Hindu kingdom in the Southeast Asian region was Majapahit, which
flourished between the thirteenth and fifteenth centuries on Java.'? From the
fifteenth century onwards, with the rise of the kingdom of Malacca, Islam
spread throughout the region. For their part, Indian traders from Gujarat,
Malabar, Tamil Nadu, and Bengal helped the spread of Islam in Southeast
Asia."?
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India’s connections with Southeast Asia more recently flowed from British
colonial expansion in the region. Sir Stamford Raffles arrived in Singapore in
1819 to establish a trading station, ideally located by the Straits of Malacca, as
a base from which to protect and resupply East India Company ships carrying
cargoes between India and the region, and beyond to China.'* Later, given
this connection, Singapore was governed from Calcutta.

India’s interaction with Malaya (today Malaysia) encouraged large-scale
migration of Indian (particularly Tamil) labour to Malayan plantations.
More than 1.5 million ethnic Tamils from South India were enumerated in
1931 in other British colonies.'® Today, with over two million persons of
Indian origin, Malaysia is home to one of the largest Indian Diaspora com-
munities abroad.'®

Beyond Southeast Asia, India’s interface with China dates back to the
second century BC. Even before the advent of Buddhism in China, trade
flourished between the two countries, via the famous Silk Routes, and later
by sea routes.!” The transmission of Buddhism from India to China encour-
aged the travel of Chinese pilgrims to India and vice versa, but it also allowed
for Indian cultural influence on art, architecture, music, astronomy, math-
ematics, and medicine in China, and through it, beyond."'®

Buddhism entered Korea from China, during the fourth century AD. Korean
Buddhist monks visiting India became conduits for cultural currents and not
only for Buddhist tenets. The translation of Buddhist texts resulted in the
absorption of many Sanskrit words and concepts into the local language."’
During the medieval period, close cultural interaction declined partly due to
the withdrawal of royal patronage from Buddhism in Korea.

Buddhism also travelled into Japan from India (or Tenjiku, as it was called in
Japan) as a gift from the king of Korea in AD 552.2° The convert prince of Japan
constructed Buddhist temples, monasteries, hospitals, and homes, and sent
Japanese students to China for the study of Buddhism.?! A range of Gods from
the Hindu pantheon such as Lakshmi and Saraswati became a part of Japanese
Buddhism as guardian-deities.?” Indo-Japanese commercial activities were
initiated in the late nineteenth century, with a number of Indians immigrat-
ing to Japan as temporary servants of the trading relationship.*

Although the British colonial period facilitated migration of Indians to
the rest of Asia, cultural and civilizational ties between India and the East
and Southeast Asian countries were greatly weakened as European interests,
values, and methods were promoted by the Raj over local ones. Indeed, ‘[t|he
conquest of India by Europe started a process that disrupted the links between
the subcontinent and the rest of Asia. The bountiful subcontinental economy
and its prosperous trade was disconnected from ancient and long-standing
links with West and Central Asia, China and Indo-China and linked to Europe
and to the wider British Empire.”** Furthermore, as Indians were frequently
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the agents for their British colonial masters, they became associated with
colonial exploitation and unequal relationships in the minds of many other
Asians, with such memories persisting beyond 1947.%°

Asia in India’s foreign policy thinking after independence

At the time of independence, Nehru viewed Asia as a region in which India’s
new status should endow it with leadership.?® In the post-independence
period, and to some extent even during the years preceding independence,
Indian leaders considered the anti-colonial struggles in Southeast Asia (those
of Indonesia, Burma, Malaysia, and Vietnam) as indivisible from their own.
In March 1947, Delhi organized a Conference on Asian Relations, bringing
together delegates from twenty-nine countries, some of which were still under
colonial rule, in an attempt to express solidarity with the freedom struggles in
other parts of Asia and foster cooperation amongst Asian people.?” Soon, India
proclaimed itself the leader of Asia’s march towards independence and con-
firmed this ambition during both the special 1949 Conference on Indonesia in
Delhi and the 1955 Bandung Conference (at which Africa’s freedom struggle
was also featured).?®

Delhi also recognized the strategic importance of Southeast Asia and the
Indian Ocean for defence of the Indian Peninsula. Several of India’s island
territories lay barely ninety miles from the Straits of Malacca.?’

Nevertheless, this Asian ‘rediscovery’ gradually ground to a halt as India
became embroiled in Cold War politics during the 1960s and 1970s and failed
to convince other Asians of its non-aligned bona fides. India’s interest in
Southeast Asia also largely evaporated due to challenges closer to home—the
traumatic border war with China in 1962 and conflicts with Pakistan in 1965
and 1971.3° In the aftermath of the oil shock of the 1970s, India became more
concerned about its energy security and consequently West Asia became more
of a priority.*!

From the mid 1950s to the late 1980s, India’s attention began to be drawn
towards Southeast Asia again. India had developed a strong relationship with
North Vietnam, due to its sympathy for the Vietnamese anti-colonial strug-
gle. However, Vietnamese isolation within its own region following its inva-
sion of Cambodia in late 1978 negatively impacted India’s aspirations in the
region. Several nations, including Indonesia, Singapore, and Thailand,
remained profoundly suspicious of communism and friendly towards the
USA, with which India continued to entertain strained ties.** India was the only
non-Communist country to diplomatically recognize the Cambodian Heng
Samrin government in 1980, and even though ASEAN offered ‘dialogue part-
nership’ to India in the mid-1980s to dissuade it from continuing to extend
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diplomatic recognition to the sitting government in Cambodia, India did not
alter its stance (influenced perhaps by its alliance with Moscow and as rebuff to
Beijing which had favoured the earlier Khmer Rouge leadership in Cambodia).**
Japan, a close ally of the USA during the Cold War, also kept some distance from
India beyond its budding commercial opportunities as of the 1980s. In short,
India was largely isolated from Southeast Asian nations except for Vietnam, and
distant from East Asian ones.

After the collapse of the Soviet bloc, the Indian domestic economic liberal-
ization in 1991 and Asian economic dynamism since the late 1970s prompted a
rethink of Delhi’s dormant Asian relationships.** Hence, ‘Indian leaders eagerly
invoked their cultural affinities with East Asia in their efforts to join this new
pole of growth.”*

The ‘Look East’ policy

Soon after P. V. Narasimha Rao became Prime Minister, he launched the ‘Look
East’ policy (LEP) in 1992.¢ Its implementation during the 1990s focused
particularly on engagement with Southeast Asia and ASEAN (although Prime
Minister Rao articulated a broader LEP implicitly in Singapore in 1994).%”
Alongside its new efforts to capitalize on Southeast Asia’s economic success,
India now sought politico-military engagement with the region, in part im-
pelled by the need for new friends and partners after the loss of its superpower
patron in 1991, and probably also worrying about China’s fast-growing links
across Asia.*® The broad objectives of the LEP during the 1990s were to
institutionalize linkages with ASEAN, with its member states, and to prevent
Southeast Asia falling under the influence of any one major power.*?

In its execution, the LEP was characterized by ‘stop-and-go’ impulses, ag-
gravated by the meagre resources available to India’s foreign policy establish-
ment. As well, although impressive relative to earlier Indian practice, Delhi’s
economic reforms seemed underwhelming to its new ASEAN friends, who
were also dismayed by India’s parlous infrastructure and the country’s some-
times chaotic politics.

Since the turn of the century, the LEP has been reinvigorated, featuring
greater consistency and focus of effort. Meanwhile, Southeast Asia woke up to
India’s increasingly impressive growth rates as of the late 1990s.® Yashwant
Sinha, then India’s Minister of External Affairs, distinguished between the two
phases of the LEP in 2003:

The first phase of India’s ‘Look East’ policy was ASEAN-centred and focussed
primarily on trade and investment linkages. The new phase of this policy is
characterised by an expanded definition of ‘East’, extending from Australia to
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East Asia, with ASEAN at its core. The new phase also marks a shift from trade to
wider economic and security issues, including joint efforts to protect the sea-lanes
and coordinate counter-terrorism activities.*!

Hence, Phase II has been marked not only by attempts to negotiate Free Trade
Agreements, but also by more comprehensive defence cooperation, including
arrangements for regular access to ports in Southeast Asia. Defence contacts
have widened to include Japan, South Korea, and China.*?

Three other features characterize the so called ‘second phase’ of the LEP:
expanded air and land links to East and Southeast Asia, thus achieving
greater physical connectivity with Asian partners; closer political ties
through more comprehensive dialogue across a wider range of issues; and
the development of regional groupings. As well, with rapidly growing Sino-
Indian trade, less Indian nervousness over China’s role within Asia is on
display.*3

Today, the LEP broadly encompasses four elements of content: economic
and trade, political, geostrategic and soft-power ties. The following sections
elaborate on each of these.

Economic ties

In October 1991, then Finance Minister Manmohan Singh chose Singapore as
the first foreign venue for an exposition of his economic policy reforms.**
Foreign direct investment (FDI) and trade between India and its Asian neigh-
bours soon began to expand. But just as the trend of increased economic
relations began to pick up steam, the Asian financial crises of 1996-7 and
1998-9 and India’s nuclear tests in 1998 interrupted progress. Nevertheless,
between 2002 and 2007, the percentage share of India’s trade with the Asian
region steadily increased, with exports growing from 14.7 per cent of its total
to 19.9 per cent in 2008, and imports growing from 11.4 to 18.7 per cent (see
Table 9.1).

Table 9.1. India’s trade with Asia

Asia’s share in India’s total exports and imports (%)

2002 2003 2004 2005 2006 2007 2008
Exports 14.7 16.8 16.9 17 16.9 17.9 19.9
Imports 11.4 12.7 13.1 13.4 16.4 17.4 18.7

Note: The calculation of these percentages does not include Japan, Australia, New Zealand, North Korea, Hong Kong, or
any West Asian countries.
Source: IMF Direction of Trade Statistics Yearbook 2009.
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ASEAN

As India became institutionally more involved with ASEAN (obtaining full
dialogue partner status in 1995), the pattern of cross-investment with ASEAN
members evolved favourably. Between 1992 and 1997, total FDI from ASEAN-5
(Singapore, Thailand, Malaysia, Indonesia, and Philippines) more than
doubled.*® This period also saw Indian companies investing more in several
ASEAN economies such as Thailand, Vietnam, and Indonesia. During the late
1990s and since 2000, the information technology and computer software
sector generated considerable outward investment from India towards the
ASEAN countries, particularly Singapore.

India and ASEAN have witnessed accelerated trade and investment since
2000. Exports rose from US$2.9 billion to US$19.1 billion in 2009, with
imports rising from US$4.1 billion to US$26.2 billion. Singapore has become
the largest Asian investor in India, above Japan and China (see Table 9.2).

Complementing the growing trade and investment linkages between India
and ASEAN, the first-ever meeting of India and ASEAN economic ministers
took place in Brunei in September 2002, marked by India’s call for deeper
regional economic linkages and a formal Regional Trade and Investment
Agreement or a Free Trade Agreement (FTA).*® After some interim steps,
including the creation of an ASEAN-India Economic Linkages Task Force, an
agreement was reached on a selective FTA in 2009.*” It covers only trade in
merchandise and excludes services and investments but it will eliminate tariffs
on about 4,000 products, agricultural as well as industrial, that account for
more than 80 per cent of the trade in goods between the two sides.*® Work on
expanding the agreement to cover services continues.*’ However, while India
has been grappling with this FTA, regionally, attention is turning to financial
integration, for which India may not be ready.*°

Table 9.2. FDI inflow to India of selected Asian countries from April 2000 to August 2009

Country FDI inflows (US$ millions) % share of total FDI inflows
Singapore 8,667.27 8.72
Japan 3,309.98 3.44
South Korea 501.92 0.51
Australia 272.40 0.28
Malaysia 234.07 0.25
Indonesia 71.55 0.08
Thailand 55.44 0.06
China 14.35 0.02
Myanmar 8.96 0.01
New Zealand 15.21 0.01

Note: Percentage of inflows worked out in terms of rupees and the above amount of inflows received through FIPB/SIA
route, RBI’s automatic route, and acquisition of existing shares only.

Source: Department of Industrial Policy and Promotion Fact Sheet on Foreign Direct Investment (FDI) from August 1991
to August 2009, Ministry of Commerce and Industry.
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Bilaterally, on 9 October 2003 India and Thailand signed an agreement to
enhance cooperation in agriculture, tourism, and science. More importantly,
given the strong pick-up in economic ties between India and Singapore, the
two countries signed a Comprehensive Economic Cooperation Agreement in
mid-2005.%"

Overall, India has established a high comfort level with most ASEAN gov-
ernments and is working hard on the relevant bilateral as well as multilateral
economic agreements. Its more active role today seems widely welcomed
within the ASEAN region, if only as a counterweight to China, although it is
also valued in and of itself.

Japan

Although Japan was one of the top investors in India during the 1990s,
ranking fourth behind the UK, USA, and Mauritius,>? its performance paled
in comparison to that elsewhere in Asia: Japan'’s direct investment in India in
1998 was one-thirteenth of its direct investment in China.>* Similarly, be-
tween 1990 and 2000, India’s total trade with Japan increased from US$3.5
billion to a meagre US$3.8 billion—actually a decrease in inflation-adjusted
terms—and the percentage share of its trade with Japan compared to that with
the rest of the world decreased from 8.3 to 4.1 per cent.>* Some of the
disincentives to greater Japanese investment in India have included the infra-
structure deficit in India, high tariffs, and labour problems.>*

However, Japanese trade and investment in India have significantly
increased in recent years. Indo-Japanese trade rose to US$10.91 billion in
2008-9.%° Despite this, the balance of trade continues to be consistently in
Japan’s favour, with India’s agricultural exports to Japan declining sharply.>”

In contrast to India’s paltry investment in Japan (see Table 9.4), Japanese FDI
in India is continuing to expand and is expected to reach US$5.5 billion by
2010. The number of Japanese business establishments operating in India has
increased from 231 in August 2003 to 475 in February 2007.%® Japanese auto-
mobile giant Honda is setting up its second car manufacturing unit in Rajas-
than, involving an investment of US$254 million, while the Maruti-Suzuki
India Limited partnership is the leading car manufacturer in South Asia.

Official development assistance (ODA) provided to India by Japan is an
important aspect of Indo-Japanese economic relations. India has been the
largest recipient of Japanese ODA since 2003, largely in the form of loans (as
opposed to grants and technical assistance). Moreover, the total quantity of
ODA loans has steadily increased since 2002.>° Focused on infrastructure
development (particularly power and transportation), these loans have en-
couraged private sector development in India.®® One of the most significant
current projects is the Delhi-Mumbai Industrial Corridor, focused largely on
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Table 9.3. Indian exports to and imports from Asia 2000-9

Indian exports to Asia (values in US$ million)

Country 2000-1 2001-2 2002-3 20034 2004-5 2005-6 2006-7 2007-8 2008-9
Indonesia 400 534 826 1,127 1,333 1,380 2,033 2,164 2,560
Malaysia 608 774 749 893 1,084 1,162 1,305 2,575 3,420
Myanmar 53 61 75 90 113 11 140 186 222
Philippines 203 248 472 322 412 495 581 620 744
Singapore 877 972 1,422 2,125 4,001 5,425 6,054 7,379 8,446
Thailand 530 633 711 832 901 1,075 1,446 1,811 1,938
Vietham 226 218 337 410 556 691 986 1,610 1,739
ASEAN Total 2,914 3,457 4,619 5,822 8,426 10,411 12,607 16,414 19,141
China 831 952 1,975 2,955 5,616 6,759 8,322 10,871 9,354
Japan 1,794 1,510 1,864 1,709 2,128 2,481 2,868 3,858 3,026
South Korea 451 471 645 765 1,042 1,827 2,518 2,861 3,952
Northeast Asia Total 6,282 5,822 7,864 9,387 13,223 16,226 19,418 26,502 25,449
Australia 406 418 504 584 720 821 925 1,152 1,439
New Zealand 63 62 68 86 93 142 496 159 189
East Asia Total 494 507 604 704 860 1,005 1,482 1,413 1,754
Indian imports from Asia (values in US$ million)

Indonesia 910 1,037 1,381 2,122 2,618 3,008 4,182 4,821 6,666
Malaysia 1177 1,134 1,465 2,047 2,299 2,416 5,290 6,013 7,185
Myanmar 182 374 336 409 406 526 783 809 929
Philippines 63 95 124 122 187 235 167 205 255
Singapore 1,464 1,304 1,435 2,085 2,651 3,354 5,484 8,123 7,655
Thailand 338 423 379 609 866 1,212 1,748 2,301 2,704
Vietnam 12 19 29 38 87 131 167 174 409
ASEAN Total 4,147 4,387 5,150 7,433 9,115 10,884 18,108 22,675 26,203
China 1,502 2,036 2,792 4,053 7,098 10,868 17,475 27,146 32,497
Japan 1,842 2,146 1,836 2,668 3,235 4,061 4,600 6,326 7,886
South Korea 894 1,141 1,522 2,829 3,509 4,564 4,803 6,045 8,677
Northeast Asia Total 5,618 6,617 7,804 11,816 16,674 23,141 31,532 44,785 58,456
Australia 1,063 1,306 1,337 2,649 3,825 4,948 7,000 7,815 11,098
New Zealand 79 82 76 79 128 217 266 336 424
East Asia Total 1,182 1,394 1,423 2,751 4,050 5,281 7,575 8,356 11,788

Note: ASEAN Total includes: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, Thailand, Vietnam; East Asia Total includes: Australia, Fiji Islands, Kiribati, Nauru, New
Zealand, Papua New Guinea, Solomon Islands, Tonga, Tuvalu Vanuatu, and Samoa; Northeast Asia Total includes: Taiwan, China, Hong Kong, Japan, North Korea, South Korea, Macao and

Mongolia.

Source: Government of India, Department of Commerce, Export-Import Data Bank (25 June 2010).
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Table 9.4. Approvals of Indian direct investments in joint ventures and wholly owned
subsidiaries in Asia from April 2002 to 2009 (US$ million)

Country 2002-3 2003-4 2004-5 2005-6 2006-7 2007-8 2008-9 Total

Singapore 46.8 15.9 239.3 200.5 1085.6 8360.5 4282.6 14231.1
Australia 95.0 92.9 158.8 75.3 174.9 47.9 317.6 962.3
China 29.6 26.6 15.1 52.2 54.6 682.5 50.5 911.1
Thailand 7.7 7.4 3.5 3.4 93.4 21.6 91.3 228.3
Indonesia 0.1 19.3 80.8 7.9 31.3 6.8 59.4 205.7
Malaysia 0.8 1.4 4.9 4.4 14.6 67.5 77.8 171.4
Vietnam 0.06 0.04 0.06 - 76.22 3.38 32.873 112.6
Myanmar - 4.3 - - 59.1 - 21.2 84.6
Philippines 0.0 0.8 3.3 4.5 1.1 18.4 6.3 34.4
Japan 0.4 0.0 - 0.1 1.3 2.1 12.9 16.9
Cambodia - - 0.0 - 14.5 - - 14.5
New Zealand 0.6 0.0 0.0 0.1 0.6 2.7 0.6 4.7
South Korea - - 1.6 - 0.7 - - 2.3
Laos - - - - - 2.0 0.0 2.0

Note: Based on the RBI data for approvals. Data on Brunei was not available.
Source: Ministry of Finance, Government of India, Department of Economic Affairs: IC Section, available at http://finmin.
nic.in/the_ministry/dept_eco_affairs/icsection/Annexure_5.html

improved transport links (which will require an estimated total investment of
US$50 billion).°*

Nonetheless, barriers remain, including Japanese concerns about Indian
government inefficiency and lack of transparency, lack of infrastructure, and
the difficulty in acquisition and utilization of land.®* In fact, Japan’s share
of total FDI inflows in India has dropped from 13.15 per cent in 2002-3 to
1.5 per cent in 2008-9 as some other Asian countries, notably Singapore, have
dramatically increased their own investments.®*

Thus, while both polities are rooted in Western-originated democratic struc-
tures, the societies of India and Japan, even more than their economies, could
not be more different. Japanese visitors to India, including business execu-
tives, are sometimes overwhelmed by the apparent chaos, noise, jostling, and
the infrastructure deficits that are the antithesis of their own society. Partly for
this reason, in spite of official mutual respect and ancient religious ties, the
economic relationship has required hard work and is still not performing to its
tull potential.

South Korea

Although South Korean investment in India was low in 1991, it rose to equal
that of Japan thereafter.* The South Korean automobile maker Hyundai was
able to create a wholly owned subsidiary in India for a total investment of
US$700 million. In contrast with most foreign manufacturers, which estab-
lished plants in India in order to gain access to the domestic market, South
Korean firms have localized their production of components and parts and
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used local labour, resulting in lower labour costs for global production and
export.®® Bilateral trade tripled between 1990 and 2000.°¢ This subsequently
accelerated further: between 2000 and 2009, Indian imports, particularly of
machinery, from South Korea increased from US$451 million to over US$8.6
billion. Several Korean construction companies are currently engaged in high-
way, power plant, chemical, petrochemical, and metro rail projects in India. In
contrast, although in February 2004 Tata Motors acquired Daewoo Commercial
Vehicles in South Korea at a cost of US$102 million, India does not figure
among the major foreign investors there.®”

In 2005 the Korean Pohang Steel Company (POSCO), the fifth largest steel
maker in the world, agreed to set up a steel plant in Orissa involving the largest
foreign direct investment in the country—an estimated US$12 billion.®®
However, to the frustration of POSCO, its implementation has been stymied
by challenges pertaining to land acquisition and resettlement of local com-
munities, a reminder that local as well as national politics in India, and issues
related to land scarcity, cannot be ignored by foreign economic actors.®’

South Korea and India signed a Comprehensive Economic Partnership
Agreement (CEPA) in August 2009, the first such economic agreement for
India with a member of the Paris-based Organization for Economic Cooper-
ation and Development (OECD). It promotes, inter alia, the increase in Korean
FDI inflows into Indian manufacturing sectors, and inflows of professionals
from India to Korea.”® But Suparna Karmakar notes: ‘Unlike Korea’s trade with
China, where the Chinese bilateral deficit with Korea is compensated by
China’s trade surplus vis-d-vis the rest of the world, Korean exports to India
are unlikely to be exported onward. Korean investments into India are...
market-seeking as opposed to efficiency-seeking FDI to China.’”! Therefore,
while the middle-class consumer in India will certainly benefit from the CEPA,
it is unlikely to improve the trade balance.”?

Overall, South Korea, with fewer cards to play than Japan, has in many ways
been more entrepreneurial in India and is likely to reap the rewards as a result.
Potential also exists to increase trade in services between the two countries, a
particular opportunity for India.”® This will require work on both sides to
reduce various tariff and non-tariff barriers and further efforts by India to
match Korea’s success in accessing the Indian market.”*

China

The economic relationship between India and China has been discussed in
Chapters 4 and 6. Suffice it to note here that, of relevance to the rest of Asia,
since the turn of the century, China has quietly emerged as India’s most
important trade partner. In the past decade, particularly since China’s entry
into the WTO in 2001, Sino-Indian trade has grown from just under US$3
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billion in 2001-2 to over US$41.8 billion in 2008-9.”° China and India are
ideally suited as trading partners given India’s technology and services-
oriented companies complementing China’s manufacturing and infrastruc-
ture prowess.”® There is considerably greater potential in the relationship,
particularly if India can bring itself to relax investment strictures on Chinese
firms in so-called strategic sectors, some of which appear at a distance to be
fancifully so labelled. Meanwhile, none of India’s IT heavyweights, such as
Tata Consulting Services (TCS), Wipro, Infosys, and Satyam have been able to
make a dent in the Chinese domestic software market.”” Nevertheless, Indian
and Chinese investment links have been growing, with Indian companies such
as TCS and Infosys setting up major global sourcing bases in China, and
telecommunications giant Huawei setting up large R&D bases in India.”® A
number of Indian investors have established joint ventures, including Ranbaxy
and Aurobindo Pharmaceuticals, while others have set up wholly owned ven-
tures, including Infosys and Essel Packaging.”’

Controversially, the trading relationship is increasingly tilted in favour of
China and is reflected in India’s growing trade deficit. Amardeep Athwal writes:
‘The fact...that Indian exports, [are] dominated by iron ore exports raises
overall doubts about the sustainability of the current high rate of and volume
of bilateral trade growth. ... There needs to be a move [to] . ..an increase in the
share of manufacturing and low, medium and high technology items.’*°

On the whole, while the relationship between these two Asian giants is a
tense one at the political and security levels, the thriving and rapidly growing
trade relationship with, sooner or later, greater cross-investment to follow is a
very hopeful development for both countries and for the rest of Asia, helping
to build the dynamism of the continent as a whole, which may well prove self-
reinforcing over many decades. The big story in Asia involving these two
giants of the continent is one of economic and strategic competition which
could prove quite beneficial to Asia overall, if played out peacefully, as seems
likely into the foreseeable future.

Australia and New Zealand

Since 2000, economic relations between India and Australia have shown a
dramatic increase, after a disappointing performance in the 1990s.%! Trade has
grown from just under US$1.5 billion in 2000 to over US$12.5 billion by the
end of 2009.%% In fact, India was Australia’s fourth largest merchandise export
market and seventh largest merchandise trading partner in 2008-9. Trade
between both countries has been rising at 30 per cent annually. However,
the trade balance favours Australia due to natural resources and education.
Like Indian FDI in Australia, Australian FDI in India remains low at US$281.64
million.®?
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The economic relationship between New Zealand and India has been
steady, but lacking momentum.®* Even though India’s 1998 nuclear tests
evoked a strong reaction from New Zealand, economic relations remained
on track.®® However, high Indian tariffs on items of interest to New Zealand,
particularly value-added products, continue to restrict exports to India. India’s
employment of non-tariff barriers, particularly sanitary and phytosanitary
barriers, have also restricted New Zealand exports to India.®® Between 1999-
2000 and 2008-9 bilateral trade grew from over US$160 million to over
US$612 million, but the two countries could do better and know it: they
have initiated talks for an FTA to increase investment and trade in services.®’

India, Australia and New Zealand, all having descended from the British
Empire, share many values and structures inherited from London, willingly or
otherwise. This creates a level of comfort between them not always present in
India’s bilateral ties. Australia and India, in particular, have made a success of
their economic relationship which should continue to grow. India has for
years now been eying Australian uranium supplies, which Australian policy
currently precludes Canberra from selling.®® However, Canada having moved
to make uranium available to India in principle, Australia may soon follow
suit.

*k%
In sum, while India’s economic integration in Asia has deepened considerably
since the 1990s it falls far behind China’s and its trade balance remains
unfavourable with several key Asian nations. There is further to go in the
economic dimension of the LEP.

Political and diplomatic ties

India’s rapid economic development and growing economic interaction in
Asia have been supported by its political relations in the continent, which
have grown significantly since the end of the Cold War and more so since the
turn of the century.

In the early 1990s, India’s LEP was first initiated in earnest with Myanmar
and marked by serious engagement with a military regime there on which it
had frowned previously, having earlier supported the democratic aspirations
embodied in Aung San Suu Kyi’s political movement.® This shift in India’s
policy was the result of interest-based considerations relating to China’s grow-
ing partnership with Myanmar and also India’s need for help in fighting
insurgencies in its own northeastern states and hopes for access to Myanmar'’s
energy resources.”” In 1992, India chose not to oppose Myanmar’s readmis-
sion to the Non-Aligned Movement.”! In 1994, the two countries concluded
an agreement to maintain peace on their border.”*
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In recent years, Delhi has openly indicated that the development of India’s
northeast and the containment of the insurgencies there are vital interests,
and a pillar of its LEP.”® Indeed as Carleton University scholar Archana Pandya
comments: ‘“The “Look East” policy, designed to serve national Indian interest,
might better integrate the north-eastern Indian states. As orphans of the
Union in terms of economic development and Delhi’s sustained attention,
these states should be on the front lines of a policy seeking greater cooperation
to India’s East.’

India’s new ‘realist’ approach to ties with Myanmar translated a wider sense
in Delhi that its relations with Southeast Asia were now too important to be
governed by either sentiment or policy inertia.

Further, during the early 1990s diplomatic exchanges grew between India
and Asian countries, marked by many bilateral visits and multilateral engage-
ments in the region.”* India stepped up its engagement with regional organ-
izations including ASEAN. By the early 1990s, ASEAN, despite having achieved
little in terms of regional economic integration, and even less in coordinating
foreign policy, had proved strikingly successtul in casting itself as the critical
regional organization of Asia (in the absence of any other credible ones). It had
successfully engaged the major powers in dialogue, a process formalized in
1994 through the ASEAN Regional Forum (ARF) that meets in conjunction
with ASEAN Summits and gathers ministers of many significant countries,
including the USA, China, Russia, and India.”® Bilaterally, while India’s rela-
tions with Indonesia have been important, its stalwart allies within ASEAN
have more consistently been Singapore, Malaysia, and Thailand.”®

India’s Pokhran II nuclear tests resulted in varying reactions amongst Asian
nations. During the Manila ASEAN Summit of July 1998, two viewpoints
emerged among ARF members: those who wanted to impose sanctions against
India (Japan, Australia, Canada, Philippines, Thailand, and New Zealand) and
those who advocated a more benign attitude (Singapore, Vietnam, Malaysia,
and Indonesia). The absence of consensus resulted in a weak resolution de-
ploring the tests.”” Soon, reflecting the growing confidence between India and
ASEAN members, India’s relationship with ASEAN was upgraded to Summit-
level interaction in 2002. But not much has come of ideas on fostering closer
cooperation in reforming international institutions or on an Open Skies
Agreement.”®

Bilaterally, India’s ties with Japan were shaken by India’s nuclear tests, given
Japan’s history as the only country against which nuclear weapons have been
used: ODA to India was suspended, and Japan opposed financial support for
India from the multilateral institutions in which it had a say.’” Tokyo declared
that the normalization of relations could not occur unless India signed
the Comprehensive Test Ban Treaty.'®® However, India’s spat with Japan was
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short-lived. In August 2000, Prime Minister Mori Yoshiro made a historic visit
to India and there was soon an exchange of visits by Defence ministers.'!

In 2004, India and Japan launched a joint bid to secure permanent seats on
the United Nations Security Council, along with Germany and Brazil, as ‘the
Group of Four’. However, while the USA supported the Japanese bid, China in
effect blocked Japan’s accession to a permanent seat and, given the joint
nature of the Security Council reform initiative in which Japan and India
were both stakeholders, the reform was stymied.'®* Nonetheless, the Indian
and Japanese prime ministers have been working to strengthen ‘one of the
most underdeveloped relationships among Asia’s major powers’.'%

In the south Pacific, Australia reacted to India’s nuclear tests by taking stern
measures including the suspension of official visits to India. This in turn
fuelled a strong response from India, which suspended military cooperation.
But, as with Japan, relations soon began to normalize and were cemented by a
visit to India by Prime Minister John Howard in July 2000.'°* While Australian
uranium sales are still precluded by Canberra, this could, as noted above, soon
change. The relationship has also been undermined by attacks on Indian
students in Australia during the years 2008-10 seen in India as racist (even
though some of them were committed by others of South Asian origin).'*®
Another, generally unspoken Indian reservation over Australia relates to scep-
ticism about Australia’s claim to be a full Asian player. But a major asset has
been the shared passion for cricket.

As noted in Chapter 6, China, after initial irritation over the Indian govern-
ment’s claims that the Pokhran tests were justified by the ‘China threat’,
hardly skipped a beat in working to improve ties with India, including declar-
ing itself neutral in the 1999 Kargil war between India and Pakistan. The
Indian President visited Beijing in 2000, and in 2005, China recognized
Sikkim as part of India. Bilateral cooperation between India and China in
international and regional affairs has been strengthened through close coord-
ination on issues such as climate change, the Doha Round talks, energy and
food security, and the international financial crisis (notably in the G-20), a
reassuring pattern for other Asians even when they do not agree with the
resulting joint positions and strategies.'®® Clashes between India and China,
whether in bilateral or multilateral settings, would inevitably be bad for
business in Asia.

Regional groupings and forums

Beyond ASEAN, India has joined Asian countries in other regional groupings.
One such grouping, launched in 1997, is the Bay of Bengal Initiative for Multi-
sectoral Technical and Economic Cooperation (BIMSTEC). Involving Bangla-
desh, Myanmar, Sri Lanka, Thailand, Bhutan, Nepal, and India, BIMSTEC aims
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inter alia at promoting subregional cooperation in trade, investment, and
technological exchange.'”” For India, the development and integration of its
northeast region has been an underlying motivation for its engagement under
BIMSTEC.'*® While a proposal for expanded rail links could prove a concrete
way of giving expression to such high-minded sentiments, to date, BIMSTEC's
achievements remain disappointing.'®®

Another such grouping, through which India engages several Southeast
Asian countries, is the Mekong Ganga Cooperation (MGC) forum, launched
in 2000 and including as members Myanmar, Thailand, Cambodia, Vietnam,
and India. Closer economic cooperation is the main stated objective. Progress
under the MGC has been torpid. Thailand, one of the key initiators and
funders of the MGC has lost interest in the grouping after it established the
Ayeyawady-Chao Phraya-Mekong Economic Cooperation Strategy in 2003
(bringing together the same group of countries minus India).''° Thus, unsur-
prisingly, India is not a major player in comparison with the Greater Mekong
Sub-region, in which China is the dominant actor.'*

Looking beyond subregional groupings, in 2003, Indian Prime Minister Atal
Bihari Vajpayee proposed an Asian Economic Community (AEC). The concept
was refined by Manmohan Singh, who championed the vision of an AEC
serving as ‘an arc of advantage, peace and shared prosperity in Asia across
which there will be large scale movement of people, capital ideas and creativ-
ity’."'? In 2005, a forum for dialogue on broader cooperation within Asia was
established when India joined the heads of state or government of fifteen
other countries (including ASEAN member countries, Australia, China, Japan,
South Korea, and New Zealand) as one of the founding members of the East
Asia Summit in Kuala Lumpur.'"® This forum may represent a first step to-
wards the eventual creation of an AEC.!'* However, even if cast as the cul-
mination of the Look East Policy, the AEC concept has made little substantive
headway.''® The future multilateral architecture within Asia remains moot,
with rival Chinese, Australian, and US-originated schemes for Asian economic
integration being discussed in 2010, and the AEC concept attracting less
attention. Such schemes include the Chinese proposal for an East Asian FTA
and an American proposal for a Free Trade Area in the Asia-Pacific region
(under the aegis of the Asia-Pacific Economic Cooperation forum—APEC),
neither of which would include India. Aside from these, a recent Australian
proposal for an Asia-Pacific Community, which would include India, has also
been the subject of much discussion and debate.'®

One key multilateral institution of the Asia-Pacific region, to which India was
initially indifferent and which it has since then been unsuccessful in joining, is
the Asia-Pacific Economic Cooperation forum (APEC), established in 1989 with
twelve members aiming to promote trade and strengthen regional economic
cooperation.'!” Although APEC is in many ways an ineffective talk-shop, it
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does gather many global leaders.''® India has been keen to join since the mid-
1990s but, in 1997, a moratorium was placed on new membership for ten years.
Australia has championed Indian membership, but could not forestall a further
three-year moratorium. As of 2010 Cambodia and Laos seemed best placed to
achieve membership.''® Notwithstanding APEC’s identity as primarily a Pacific
Rim organization, India’s chances of eventually joining seem good given its
growing economic clout, although the prize may seem disappointing once
secured.'*

Worth mentioning is India’s intense interest in the Shanghai Cooperation
Organization, launched in 2001 and including China, Kazakhstan, Kyrgyz-
stan, Russia, Tajikistan, and Uzbekistan, in which India (along with Iran,
Pakistan, and Mongolia) has secured observer status but not full membership.
It is centred on a region with which India has rich historic links and one that
offers a wealth of natural resources. One expert opines that ‘the driving forces
for India to engage with this organization are mainly the emerging new
security challenges in Afghanistan and Pakistan, and the need to keep watch
over developments within this regional organization where China has been
increasing its influence’, but economic imperatives are at least as compel-
ling.'?! Suffice it here to note that an institution including China and Russia
within India’s wider neighbourhood but excluding India is of neuralgic sensi-
tivity for Delhi.

India has come a long way in establishing stronger political relations with
the nations of Asia, and the growing level of comfort has supported the
growth of economic relations. But having started late, it must continue to
work hard. However much it is now considered a key player in the Asian
continent, India remains excluded from some major regional forums and
has yet to achieve much within the regional groupings and organizations in
which it is involved.

Geostrategic considerations and defence ties

Impelled by its quest for cooperation on counterterrorism, humanitarian relief,
anti-piracy, maritime and energy security, confidence building, and balancing
of influence with other powers, particularly China, India has stepped up its
political and military engagement with East and Southeast Asia.'** Most of the
countries in Southeast Asia have unsettled maritime boundaries or have articu-
lated claims to offshore assets, islands, or seabed resources. And some of the
world’s busiest sea-lanes are located in this region.'** About 20 per cent of the
world’s oil supply transits through it daily.'** These factors, combined with
China’s growing influence in the region, doubtless inspired at least some
in ASEAN to regard India as a useful partner to offset China.'*® Although
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Singapore had once considered the Indian navy to be a threat, since 1993 it has
regularly participated in naval exercises with it, and also used Indian facilities to
test some of its armaments. Similarly, Malaysia signed a Memorandum of
Understanding with India in 1993 on defence cooperation.'®

Several security concerns revolve around the Indian Andaman and Nicobar
Islands both for India and its Asian neighbours, including the plunder of
valuable resources, piracy, narcotics trade, gunrunning, and terrorism. Foreign
fishermen poach wildlife of all kinds.'?” And India has been ‘particularly
concerned about gun-trafficking activities in the Andaman Sea, as the
weapons mostly end up in the hands of rebellious ethnic groups running
secessionist movements in northeast India through the long permeable bor-
ders India shares with Myanmar.’'?® Organized crime elements from the
Golden Triangle countries (spanning Thailand, Laos, and Myanmar) have
been using the Andaman Sea as a staging area for their operations. Delhi
also shares a fear with littoral states of Southeast Asia that terrorist groups
could disrupt maritime traffic.'? India patrols the Andaman Sea jointly with
Thailand and Indonesia.'*°

India’s concern about terrorism in Southeast Asia further stems from the
imperatives of energy and supply chain security. Faced with growing energy
requirements, but trying to reduce its dependence on energy sources from the
Middle East, India has looked to Asian nations such as Indonesia, Vietnam,
and Myanmar for supplies and is interested in energy supplies from Russia that
could travel the Asia maritime route. Thus, the security of shipping through
these sea-lanes is vital for India.">"

Aside from terrorist threats at sea, India and Southeast Asian countries have
particularly been victims of terrorist attacks by several Islamist militant
groups, including Al Qaeda, the Abu Sayyaf Group, and the Moro Islamic
Liberation Front (Philippines), and Laskar Jihad and the Free Aceh Movement
(Indonesia). Presently, the Jamaah Islamiyah is the largest terrorist organiza-
tion operating in five countries—Indonesia, Malaysia, Singapore, Thailand,
and the Philippines. In recent years it has perpetrated acts of terror in Bali and
Jakarta.'32

India is well positioned to assist in Indian Ocean security given its increas-
ingly strong navy.'*? Despite concerns in the past, a larger role for the Indian
navy now appears more acceptable in the region. Indeed, the Indian navy is
engaged in multinational exercises at Port Blair to promote confidence-building
among several Asian and Pacific countries from as far afield as New Zealand.'**

Regarding disaster relief, ‘[t|lhe Indian navy in particular has been at the
cutting edge of India’s engagement with the region—as was evident from its
ability to deploy quickly to areas hit by the tsunami at the end of 2004’.'3°
India, along with the USA, Japan, and Australia formed a coalition to help the

215



India’s East and Southeast Asia Policy

Tsunami affected area—spawning the term ‘Tsunami Diplomacy’—that was
seen by some as aimed indirectly at China.'3°

ASEAN’s approach to external security is primarily ‘institutionalist’.'*” The
ARF has been the key regional security institution within which India has
been able to engage Southeast Asia as a whole. However, its Confidence
Building Measures (CBMs) have been unconvincing and serious differences
have arisen over moving beyond them to preventive diplomacy. Neither in
the case of the East Timor crisis nor the North Korean nuclear imbroglio did
the ARF play any role.'*® Understanding these limitations, India is building
relationships in Asia through a multiplicity of channels.

Bilaterally, India has cooperative arrangements with several countries
stretching from the Seychelles to Vietnam. Since 1991, India has periodically
held joint naval exercises with Singapore, Malaysia, and Indonesia in the
Indian Ocean and in subsequent years with Vietnam, Thailand, and the
Philippines.’*’ India is particularly deepening its military ties with Malay-
sia.'* The signing of a defence cooperation agreement with Singapore in
2003 has made the city-state India’s most important bilateral security partner
in Southeast Asia.'*! Indeed, Singapore, with its high quality research institu-
tions and university-based think-tanks, has become an important centre of
strategic thinking about India’s role in the Indian Ocean and Asia, often
drawing on temporarily resident premier Indian scholars and commentators,
in recent years including C. Raja Mohan, Sanjaya Baru, and S. D. Muni.'*?

Military contacts between India and Japan have developed significantly in
recent years. Their navies and coast guards have engaged in joint exercises.'*
India and Japan elevated their relationship to a ‘Strategic and Global Partner-
ship’ in August 2007,'** and subsequently agreed to annual bilateral naval
exercises among several other activities.'*> Given that more than 50 per cent
of India’s trade and more than 80 per cent of Japan’s oil imports transit
through the Strait of Malacca, both countries share a significant stake in the
security of the Indian Ocean.'*® Also, the military build-up undertaken by
Beijing in the past decade concerns both. In the near future, China’s armed
forces could overtake Japan’s as the foremost military actors in northeast
Asia.'*’

India’s defence ties with South Korea have also been deepening as a result of
strategic imperatives. South Korea is particularly concerned that China’s on-
going military build-up will enable it to dominate the sea-lanes of the South
China Sea, which would undercut its political independence from China
significantly. Moreover, both nations are also united in their concern about
the proliferation of nuclear weapons and missile technology in their respect-
ive regions. These worries converge on China, which has aided both Pakistan
and North Korea with their nuclear weapons programmes.'*® Thus, South
Korean policymakers are open to India’s overtures.
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An active India-ROK Foreign Policy and Security Dialogue has been estab-
lished, in part focused on defence cooperation.'** India and Korea decided to
enhance their relationship to a strategic partnership on 25 January 2010.'%°

Following the gradual improvement in Sino-Indian relations and some
cross-border confidence-building measures during the 1990s, defence cooper-
ation has expanded in the last decade.'>' Along with increasing exchange
between defence officials, the two nations have conducted a number of joint
military and naval exercises, sometimes also involving other countries.!>?
These efforts are helpful by introducing shock-absorbers into a bilateral secur-
ity relationship that remains tense and focused to a large extent on worries
about strategic encirclement of each by the other. Islamic terrorism is an issue
on which Indian and Chinese concerns have converged, particularly in the
sensitive regions of Kashmir and Xinjiang.'>* While actual collaboration has
been slight, joint counterterrorism training was held in November 2007 and
in 2008.'%*

New Zealand has modest defence links with India that have been marked
largely by interaction between their navies, with ship visits and naval exer-
cises.'®® In recent years, Australian leaders have recognized India’s potential in
the security architecture of the wider Asia-Pacific region and the converging
interests of both nations in many areas.'>® As a result, a series of agreements in
2006 and 2007 on joint naval exercises, enhanced maritime security cooper-
ation, increased military exchanges, and joint training of the two nations’
armed forces were established.!®” In November 2009, the Prime Ministers of
India and Australia issued a joint statement upgrading relations to the level of
‘Strategic Partnership’.!®

Overall, with faster economic growth, India’s military and strategic capabil-
ities are becoming more consequential for Asia. India is making its presence
felt through the expansion of its ties with the region as a whole. Relations
between the navies and militaries of India and their Asian counterparts are
increasingly institutionalized through a multitude of defence agreements.
While the enthusiasm of Asian nations, including Singapore, South Korea,
and Japan, is influenced by concern over the growing military capacities of
China, C. Raja Mohan emphasizes:

[tlhe important question is not whether India will ever match the power poten-
tial of China, nor is it a question of East Asia seeing India as a ‘counterweight’ to
China. So long as Indian economic growth continues at a fast pace, and New
Delhi modernises its military capabilities and builds a blue water navy, it will
remain a valuable partner for many states of the Asian littoral. A rising India
generates options that did not exist before in the Western Pacific...[India’s]
emphasis on pragmatic cooperation rather than ideological posturing and
its cooperative maritime strategy make it a valuable security partner for many
nations in Pacific Asia.!>®
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‘Soft power’ ties

The power of attraction exerted by cultural affinities and shared values can
greatly contribute to international credibility. India’s soft-power potential lies,
among other things, in its democratic credentials, secular values, pluralistic
society, considerable pool of skilled English speaking professionals, varied cul-
ture (particularly Bollywood movies), and its food and handicrafts.’®® India,
over millennia, has offered refuge and, more importantly, religious and cultural
freedom, to Jews, Parsis, several varieties of Christians, and Muslims.'®! In the
post-Independence period, India failed to play successfully on its cultural ties to
the Asian region. Indeed, its cultural diplomacy then was perceived as some-
what gauche in Asia, insofar as it seemed to suggest that some Southeast Asian
countries were India’s ‘cultural colonies’.'* Moreover, Indian foreign policy
initiatives arguing for Asian solidarity failed to gain traction because East and
Southeast Asian nations had no desire to subordinate their national identities to
high-minded notions of Asian regional unity; nor did they agree with the claim
that India was the ‘mother of all civilisations’ in Asia.'®®

Recognizing the need to shed these earlier notions of cultural superiority,
India’s has since the early 1990s engaged pragmatically with Asians on cultural
and other issues. Today, India’s cultural appeal is evident globally, and particu-
larly in Southeast Asia through the positive resonance of its films, dance, and
music: ‘India’s film stars like Amitabh Bachchan, Aishwarya Rai or Shah Rukh
Khan have become icons of India’s cultural image. If, today their “presence” in
millions of homes across Southeast Asia is a source of joy and fellow feeling,
then their contribution to enhancing the comfort level between India and
Southeast Asia cannot be insignificant.”'®* Cricket has also fostered strong
relations between India and some other Asian nations beyond its immediate
neighbourhood. The new Indian 20/20 League, in which New Zealand and
Australian players participate, has attracted wide interest in those countries and
in some other Asian nations. The October 2010 Commonwealth Games in
Delhi (in which the city and country invested tremendously) were intended,
in spite of construction delays, rumours of corruption, and many other vicissi-
tudes, to prove a major selling point with the many Asian and Pacific Com-
monwealth countries as with others.'®® All of these factors generate ‘pull’ for
India, in ways having little to do with economic growth or military might.

India has set up Cultural Centres in Asia to enhance awareness of its rich and
diverse cultural heritage and its local relevance.'® Each year the Indian Council
for Cultural Relations (ICCR) sends performing arts groups to participate in
festivals around Asia. The year 2007 was declared ‘Indian-Japan Friendship
Year’. Overall, nearly 400 events were arranged in the two countries throughout
that year.'®” 2009 witnessed the Festival of India in Indonesia on a similar
scale.'®®
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India’s youth is a crucial asset, and Asia is sensitive to it. ‘[The] new, opti-
mistic, aspirational India is clearly the India of the young. The entrepreneurs,
who are coming into prominence across industries, from telecommunications
to banking to manufacturing, are remarkably youthful...It is the power and
energy of our human capital, young and old, that has been central to the
Indian transformation.’*®® Thus, unsurprisingly, in Singapore, the finance and
IT sectors welcome young Indians with open arms and many companies,
banks, and financial institutions have started visiting top Indian campuses
for recruitment purposes.'’® Indeed, India has emerged as an important source
of skilled workers in much of Asia.'”?

In Southeast Asia, efforts are currently afoot to promote ‘networking of
universities [by] the linking of Indian higher education institutions with the
ASEAN University Network, cooperating on accreditation, joint research, ex-
change of professors, and experts and students in information technology,
biotechnology, biomedics, and the social sciences, including economics.’'”?
Moreover, India provides wide-ranging scholarships for Asian students in
India, particularly through the ICCR. The Indian government also helps in
the establishment of chairs related to India and its languages in universities of
Southeast Asia.'”?

Outside Southeast Asia, growing cooperation on education is taking place
through exchanges and recruitment of Indian students in South Korea, New
Zealand, Singapore, and, particularly, Australia. For Indians, Australia is the
number two destination for overseas study after the USA.'”* In 2009 alone
there were over 120,000 Indian students enrolled in Australia and enrolments
there have increased at an average annual rate of 41 per cent since 2002.'7°

India’s MEA has sought to underpin cooperation with developing countries
through its Indian Technical and Economic Cooperation (ITEC) programme,
which focuses on technology transfers and capacity building at the bilateral
level. For example, around one thousand Indonesian experts and officials
have received training under this programme.'”® In recent years the scope of
ITEC's activities has increased and it has also engaged with ASEAN, BIMSTEC,
and the MGC.'”” In 2008-9, 25 per cent of the total MEA budget was allocated
to the programme.'”®

The Indian Diaspora

The Indian Diaspora is a crucial actor in India’s influence in Asia. Southeast
Asia alone accounts for an estimated 6.7 million people of Indian origin.'”’
The significant economic resource represented by Diaspora and migrant
labour remittances back to India has guided much of Delhi’s effort to engage
this large community. Between 2007 and 2008, these remittances increased by
nearly 45 per cent, and they proved robust even during the 2008-9 global
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economic crisis, with the two main sources of remittances being the Gulf and
Malaysia.'®® But while the remittances are much welcomed by India, the
treatment of Indian citizens (and, in the case of Malaysia, citizens of Indian
origin) by host countries can give rise to criticism within India, often with
considerable justification. The power struggle between ethnic Indians and
indigenous islanders in Fiji over past decades has soured diplomatic relations
between the two countries, not least when the ethnic Indian community
was adversely affected by the coups of 1999 and 2000 in Suva. In response,
the Indian government exerted what diplomatic pressure it could through
bilateral and multilateral channels (including the Commonwealth) but was
accused by the interim Fijian government of interference, resulting in the
closure of the Indian High Commission in Suva.'®! In fact, India has developed
scant capacity to guarantee the basic labour rights and promote the interests of
its Diaspora communities: ‘given its myriad domestic challenges. .. it is unreal-
istic to expect that it [[ndia] can influence events in other countries on behalf of
its people’.'%?

Similarly, attacks against Indian students in Australia have of late been
a source of tension between Canberra and Delhi. With education being
Australia’s third largest export commodity and Indian students making up
19 per cent of international enrolments, these attacks were worrying for both
countries, with Canberra fielding diplomatic damage control visits to India
in 2009 and subsequently.'®® Agreement ensued on an annual ministerial
exchange between the two countries on education issues.'®* Thus, although
the large Indian community in Australia is locally perceived mostly as a
positive factor, it has also been one that has heightened tensions between
the two nations.

Overall, the people-to-people links that form between Diaspora communi-
ties and other countries are important and positive. Ethnic Indians have
achieved a great deal in political, business, and professional fields in Asia.'8°

Tourism

Tourism, particularly religious tourism, is another existing but potentially
much greater asset in India’s relations with Asian nations. Buddhist tourism,
already a major draw, has significant potential to generate further arrivals from
Asian markets.'®® In mid-2007, the Indian Railway Catering and Tourism
Corporation launched a new Buddhist circuit special luxury train and Japan-
ese investors are bankrolling an integrated approach to develop tourism infra-
structure along the Buddhist circuit.'®’

The flow of tourists between Asia and India has increased both in absolute
numbers and in relative terms in recent years, although not yet dramatically.
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Tourist arrivals from East Asia and the Pacific to India increased from over
390,000 in 2003 to more than 820,000 in 2007.'®® Similarly, the percentage
share of Indian tourists travelling to Asia has increased in recent years (see
Figure 9.1). But the largest markets for Indian inbound tourism remain the US,
the UK, and Bangladesh.'®® Worth noting is the negligible flow of visitors
between India and China. Although direct flights between India and China
began in 2002, in 2007, the two nations with a combined population of over
two billion exchanged only 570,000 visitors, with only 60,000 Chinese vis-
itors coming to India.'”®

India can do much better in attracting tourists from Asia, but this will
require a better understanding of the value-for-money available in other
Asian tourist destinations, and the minimum requirements of comfort and
facilities that Asian tourists, including from China, have come to expect
during their travels abroad. India’s often over-priced, sub-par hotel accom-
modations, combined with sometimes chaotic local conditions for tourists,
and unsympathetic state bureaucracies in charge of many tourist sites, are

Figure 9.1. Percentage of Indians among international tourist arrivals in Asia and the
Pacific

Note: This graph is based on data collected by the United Nations World Tourism Organization
(UNWTO). Asia and the Pacific includes all countries in Northeast Asia, Southeast Asia, South Asia,
and Oceania.

Source: Government of India, Incredible India: Tourism Statistics at a Glance, 2008 (New Delhi:
Market Research Division, Ministry of Tourism, July 2009).
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hardly the Asian ideal for family holidays, even when the archaeological and
other attractions themselves are often stupendous. Indeed, if these concerns
remain unaddressed, the ‘Incredible Indial’ conveyed in the excellent Indian
tourism promotional campaign is destined to remain in reality the ‘incredibly
inconvenient and expensive’ India for many Asians.'"!

Conclusions

India has not yet made the best of its assets in Asia. Its forms of societal
organization, occasional unrest, sometimes unfathomable local politics, and
sudden spasms of violence—sometimes on a frighteningly large scale—often
seem to repel other Asians, particularly East Asians, much more than India’s
attractive features appeal to them. Even the Indian avatar of corruption, a
wider phenomenon present throughout nearly all of Asia in varying degrees,
worries Asians insofar as the specifics of the interplay of incentives offered
back and forth between private sector and official Indian actors is mysterious
to outsiders and requires either considerable local intermediation by Indian
business partners, or an admirable if potentially costly stance of ‘clean hands’
dealings. Indeed, for these and other reasons, Japanese private sector actors
find themselves more comfortable dealing with India through Dubai, the
latter’s antiseptic characteristics acting as an antidote to India’s strongly fla-
voured particulars. And, curiously, until recently, India has made little effort to
make better known its own model of democracy, which, while messy and
fractious, has provided resilient social shock-absorbers during a period of
rapid economic transition and rising internal inequality in the country. As a
pluralistic society, India has been able to demonstrate significant creativity in
addressing the strains inherent in the rapid changes in its society. From an
Asian perspective, Western models of democracy should not be nearly as
relevant as the Indian one. India could share much of value about nation
building and participatory politics in an Asian setting with other Asian na-
tions, although it is not currently so inclined.

Pavan Varma writes: ‘[w]e [Indians] are emerging slowly as an important
face in the areas of politics, economics and the military. In the field of culture,
however, we have always been a superpower, given our civilizational depth
and antiquity.’**? Nevertheless, there is more India can do to enhance its soft
power in the Asian region. Sanjaya Baru notes: ‘It is ridiculous that India has
more diplomats posted in west European capitals than in [E]ast Asian ones!
India needs deeper and wider engagement with rising Asia across many fields
and on more fronts.’!??

The new guiding concept of India’s Asia policy—the LEP—has certainly
evolved since the early 1990s. Born in the context of a dramatically transformed
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global order and during a time of national economic crisis, India’s LEP, though
narrowly focused on economic relations in Southeast Asia in its early years, has
expanded to encompass multidimensional interaction with all of the major
players in the East Asian region. (However, with so many of India’s Asian
relationships now being elevated to ‘Strategic Partnerships’, the term may
soon cease to impart any real meaning.)

India’s concerted push eastward has resulted in a much thicker web of
interactions in Asia. India has, however belatedly, established itself in this
vast region and is now widely regarded as one of the three major Asian actors,
along with China and Japan. Moreover, most of Asia seems eager to engage an
increasingly commercially open, diplomatically flexible India that is keen on
military (particularly naval) cooperation.

India’s medium- and long-term strategy towards the region as a whole and
towards individual countries is still tentative. This has also been true of India’s
approach to the area’s regional organizations and arrangements, though India
today has dropped its earlier sceptical view in favour of joining as many as
seems sensibly possible (including a few formations that have not proved
particularly convincing). In part as a legacy of its earlier stand-offish stance,
India remains excluded from some important regional forums, which it will
doubtless rectify in years ahead.

In all of this, India’s unspoken goal, beyond the promotion of its economic
interests, seems to be to manage, and, where necessary, counter, rising Chinese
influence that might both encircle it and undermine its aspirations to a mean-
ingful leadership role within the Asian continent and globally. Although
Indians may sometimes attach more weight to China’s differences with
their country than seem warranted by the facts to date, in recent years with
China growing faster and more self-confident than India in most respects,
the China angle remains central for Delhi.

In sum, India enjoys a ‘soft power’ pull in relations with many Asian nations.
But the region is unsentimental and to meet India’s expectations will continue
to demand more (and more accommodating) Indian engagement than has yet
become habitual for Delhi.
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India’s Relationships with Europe and
Russia: Fading Glory?

No aspect of Indian foreign policy is more challenging to address than its
comparatively underwhelming relationship today with Europe, in spite of
dynamic trading ties, and its long-standing, valued, but somewhat shopworn
relationship with Russia.

This chapter focuses primarily on Western Europe (sometimes through the
lens of the European Union (EU) and Russia. The Nordic countries have
mattered to independent India, not least because they were generous pro-
viders of assistance in decades past, but their weight in the Indian calculus
has probably declined as their identity (with the exception of Norway) became
enshrouded in that of the wider EU. Likewise, while a degree of comity was
evident with the states of Eastern Europe during the era of India’s friendship
with the Soviet Union, they are not a major preoccupation for India today.
Note deserves to be made of the singular role of Yugoslavia during the era of
Marshall Tito, which, together with India, Egypt, and Indonesia, largely forged
the concept and the institutional framework for non-alignment in the late
1950s and early 1960s.

India’s relationships with Western Europe and Russia evoke history of em-
pire, exploration, and geopolitical tensions. India still reminds many students
of history and of international relations of former British colonial global
power and reach, with the Raj having served as what British Prime Minister
Benjamin Disraeli called the ‘jewel in the crown’ of the British Empire. For
Russia, India played a significant role as Britain’s instrument and leaping
off territory in the ‘Great Game’ of the nineteenth century for control of
Central Asia and regions stretching from Turkey to Afghanistan. India also
serves as a reminder of efforts to grow Russia’s own influence and reach (rather
successfully) throughout this same region during the Cold War. Largely un-
noticed in Western Europe and Russia, India has emerged swiftly as an in-
creasingly equal, and, in terms of forward momentum, a more potent global

224



The Indo-European relationship

player than they could have conceived of only twenty years ago. The extent to
which India had indeed served as the economic and to some degree security
anchor of the British colonial enterprise might have provided a hint of what
India could achieve on its own.

Shifting perceptions of relative influence and power among Western Eur-
ope, Russia, and India have been influenced by the new saliency of economic
growth and weight as a prime indicator within the global pecking order, as has
India’s centrality in managing current and future global challenges such as
climate change and the proliferation of nuclear weapons. On both of these
counts, among others, India has a key role to play. Even today, while the
United States enjoys a comfortable global lead in political, military, and
economic power, new concepts such as human security are increasingly play-
ing a role in the definition of state power. This is leading to a polycentric or
multipolar global dynamic in which India can, if and when it wishes to, play
an increasingly significant role.! Can this assertion be made of Russia or the
European Union, today significant actors in international relations, but nei-
ther with much wind in their sails?

This chapter first discusses India’s pre-colonial and colonial links with
Western Europe as well as its relationships with Russia and regions of Russia’s
near-abroad. It then examines the content of relationships between India and
the European Union and its leading member states, addressing the challenges
for India of accommodating the twists and turns of the EU ‘construction’ saga.
It thereafter offers an analysis of Indo-Russian ties and the specific successes
and challenges attending that relationship. It looks at Europe’s geostrategic
significance for India, caught as the continent is between the likely dominant
powers of the twenty-first century, the USA and China. In its final paragraphs,
it offers some brief conclusions on India’s relationships with Western Europe
and with Russia, marked as they are by India’s rise and the relative stagnation
of these formerly important and still relevant partners.

The Indo-European relationship
History in brief

India’s early encounters with Europe were consistently anchored in maritime
trade. While maritime trade was a lifeline for coastal Indian states by 1498,
the idea that the sea could be political, a strategic commodity in its own right
dominated by a state rather than by commercial competition, was a relatively
new concept for Indians.? The arrival of Portuguese naval forces in the region,
beginning in 1498, changed this and brought European traders, explorers,
and soldiers to India for the next 450 years. Among the European powers to
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hold interests of varying significance at different times in India were the
Portuguese, Dutch, French, and British.?

The French early on had as much of an interest in India as the British,
founding major trading companies to compete in South Asia with Britain’s
famed Fast India Company.* French aspirations to an Indian jewel in its
imperial crown were dashed by the British victory over France that ended
the Seven Years’ War.> While the French devoted some further effort to carving
out zones of influence and control in India, the Fourth Mysore War of 1799,
culminating in the death of Tipu Sultan, and Napoleon'’s failure to move any
turther east than Egypt, ended any plausible scenarios for an India dominated
by France (which, in Asia, focused instead on Indochina). France did retain
minor dependencies, in such places as Pondicherry in India’s south and
Chandernagor near Calcutta, so insignificant as to make them acceptable to
the British.®

The British, by comparison, dominated India from the late 1700s until
India’s independence in 1947, initially through the expansive paramilitary
and economic influence of the British East India Company (EIC). British
success in subjugating India was due critically to the ability of the EIC to
capitalize on local political divisions and utilize pre-existing local logistical
infrastructure to gain political and military dominance over India, establish-
ing territorial control of the Indian peninsula by the early nineteenth
century.’

Through both World Wars, as noted in Chapter 2, Indian forces operated
under the auspices of the British military, with Indian troops being found in
nearly all major theatres of war, particularly in Europe and the Middle East
during the First World War and in the Pacific and South Asian theatres, as well
as in Italy and north Africa, in the Second World War.®

In Europe, particularly the UK, a perception lingers that the British did
much for India, but the reverse is mostly true. Indians are gracious about
those British institutions and modernizations that have proved useful since
independence, including the Westminster parliamentary system, adopted
both at Union and at State levels throughout the country, a judiciary largely
modelled on British conceptions, and the infrastructure such as the Indian
railroads. Indeed, a small minority of the country’s elite remains determinedly
Anglophilic (while many more are drawn to the rougher-hewn charms of the
USA). But the experience of British brutality, racism, and expediency (particu-
larly, London’s poor planning for Indian independence) have left Indians
prepared to believe the worst of Britain at the slightest provocation, for
example when Indian film star Shilpa Shetty was insulted during a broadcast
of the television reality show Celebrity Big Brother in the UK in 2007, this
news completely overshadowed a visit to India at the time by Chancellor of
the Exchequer, Gordon Brown. The irony is that many non-resident Indians
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have built successful lives, a number of them in very prominent national roles,
in the multi-cultural and multi-ethnic modern nation that Britain has become
in recent decades.

Portuguese colonial rule extended in India until 1961, when Prime Minister
Nehru ordered the military takeover of Goa. However, Portuguese culture,
cuisine, and art mixed felicitously with those of India’s West Coast, and
today Goa is one of India’s foremost beach holiday playgrounds, with consid-
erable international appeal. The French were wise enough, perhaps spurred on
by their local difficulties in Indochina, to negotiate with Delhi the peaceful,
staged handover of their Indian colonies between 1954 and 1962, thereby
retaining a number of privileges for those holding French nationality in
Pondicherry and in their smaller outposts. Like Goa, Pondicherry today re-
tains some of its European flavour, although most of its culture is, of course,
Indian.

India’s interactions with Europe during the Cold War mainly revolved
around the bipolar nature of the global order during the years 1946-89.
Much economic assistance was obtained from both Cold War camps. India’s
attempt to minimize the adverse effects for it of the highly polarized Cold War
environment led to its non-aligned position, which allowed it to pursue
productive relations with both East and West and served it well during most
of the decades involved. But the end of the Cold War heralded many changes
for Europe and for India, which required re-engineering of relationships, and,
for India, a relative reordering of its partnerships. Prime Minister Rao, coming
to power just after the end of the Cold War, recognized a unified Western and
Central Europe as a potential major power in the making, and provided it with
some profile within his foreign policy.” This was significant for the European
Union given the pace of growth of India’s own economy and of its economic
engagement with the rest of the world.

Economics and trade

Since its inception, the Indo-West European relationship has been dominated
by trade. However, while historically the trade relationship tended to be
Eurocentric in its colonial and immediate post-colonial orientation, the cur-
rent trend is towards a much more equal dynamic. Figures for 2008-9 put
Indian total exports to the EU states at US$39.3 billion, and total imports at
US$42.7 billion.'?

However, trade figures show that India’s economic interaction with Euro-
pean countries is very much focused on specific players within the EU, with a
vast majority of India’s trade relationship focused on only a handful of states.
Table 10.1 illustrates this focus, with the top ten trading partners for India in
the EU listed according to exports and imports in 2007-8.
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Table 10.1. Top Trading Partners for India in the EU

EU State Indian exports 2008-9 EU State Indian imports 2008-9
UK 6,649.53 Germany 12,006.02
Germany 6,388.54 UK 5,872.32
Netherlands 6,348.69 Belgium 5,776.77
Belgium 4,480.32 France 4,632.48
Italy 3,824.58 Italy 4,428.19
France 3,020.86 Sweden 1,952.50
Spain 2,538.15 Netherlands 1,914.95
Greece 878.43 Finland 1,219.64
Denmark 583.66 Spain 1,023.80
Sweden 566.69 Austria 701.64

Note: All figures in US$ million.
Source: Government of India, Department of Commerce, Export-Import Data Bank (consulted June 2010).

More salient than these country-by-country figures, however, is that Eur-
ope’s position in India’s overall global trade is shrinking. The percentage of
India’s total trade made up by imports and exports from EU states is slowly
decreasing as the Indian economy grows. Table 10.2 illustrates this by listing
the percentage of Indian trade made up by European imports and exports in
the decade from 1998 to 2009. In the case of India’s imports from Europe, the
relative decline is all the more worrying for European countries in that India’s
share of the world economy has been growing rapidly.

Not surprisingly, the distressing trends reflected above are also indicative
of the increasingly marginal focus accorded to West European states within
Indian foreign policy. Thus, India, while still maintaining high priority bilat-
eral relations with a handful of European states, has shaken off any sense

Table 10.2. European Imports and Exports as Percentage of Indian Trade

Year Imports from Europe Exports to Europe
(as % of total Indian imports) (as % of total Indian exports)
2008-9 14.07 21.23
2007-8 15.28 21.17
2006-7 16.06 21.21
2005-6 17.43 22.53
2004-5 17.31 21.84
2003-4 19.29 14.51
2002-3 20.90 22.55
2001-2 20.71 23.17
2000-1 21.12 24.00
1999-2000 22.39 26.25
1998-9 25.68 27.71
1997-8 26.23 26.83

Note: All figures in US$ million.
Source: Government of India, Department of Commerce, Export-Import Data Bank (consulted June 2010).
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of Eurocentricity in its worldview, preferring to focus on the USA, East Asian
states (particularly China), and sometimes Russia, as truly strategic inter-
locutors.

At a formal level, new frameworks have been developed for meaningful
engagement, as when India and the EU secured a ‘strategic partnership’ in
2004."" This was followed up by several further negotiated texts such as an
India-EU Joint Action Plan, which covers a wide range of fields for cooper-
ation including trade and commerce, security, and cultural and educational
exchanges.'? However, these measures lead mainly to dialogue, commitments
to further dialogue, and exploratory committees and working groups, rather
than to significant policy measures or economic breakthroughs. Indeed, one
wonders whether the all-consuming nature of intra-EU negotiations and the
tremendously self-absorbed requirements of Indian domestic politics lend
themselves to more than these diplomatic niceties, in the absence of hard
facts compelling or inviting closer ties.'* The major stumbling block to greater
Indo-European trade cooperation may be the fact that both parties are so
similar in some ways, comfortable with each other but experiencing little
compulsion towards closer ties. Pallavi Aiyar writes:

The EU certainly does not have it easy. Protectionist trade unions, a coalition of 27
member-states with divergent priorities, and a convoluted internal-decision mak-
ing process do not make for quick results. In this regard, India is Europe’s doppel-
ganger. Cumbersome coalitions, powerful civil society organizations and
conflicting interests amongst political constituencies are also a hallmark of the
decision-making process in New Delhi. But European officials rarely acknowledge
these parallels, choosing instead to . . . disparage India for faults the EU itself can be
charged with.'

While there is substantial room for India and the EU to focus their trade
relationship on areas of perceived mutual interest, such as science and tech-
nology or the services sector, the relationship will eventually have to breach
the dam of current protectionist measures in agricultural trade, not least in
the multilateral setting of the multilateral Trade Negotiations, where EU coun-
tries were only too happy to watch USA-India differences over agriculture
attract the lion’s share of attention in 2008 while their own policies and
preferences were no less problematic for India."®

And which are the countries of the European Union that India takes ser-
iously? Not surprisingly, in view of its own geostrategic concerns, the major
former colonial powers that also happen to be the Western European perman-
ent members of the UN Security Council, France and the UK, enjoy pride of
place. This is even reflected in how the Indian Ministry of External Affairs
allocates country responsibilities among its senior officials—in the case of
immediate neighbours and of permanent members of the UN Security Council,
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this responsibility lies with the Foreign Secretary rather than a subsidiary senior
official. This remains true in spite of both France and the UK underperforming
relative to potential in their economic links with India. Germany matters as a
trading partner (ranking high on both sides of Table 10.1), but also, import-
antly, as a country like India challenging the established order of states within
the UN Security Council, both of them partnering with Japan and Brazil since
2004 in demanding permanent seats of their own in the Council. Several other
West European countries register somewhat in India, notably Italy, which
shares with India the distinction of having spawned several great civilizations
reflected in extraordinary artistic, literary, and other cultural accomplish-
ments.'® Spain, somewhat in the same vein, is of interest to India, not least
because of its privileged links with most of Latin America, a continent whose
potential India is only now beginning to explore fully, with major private sector
links building up. Finally, Dutch economic entrepreneurship and trading dyna-
mism is recognized in India as impressive.

Defence and security

European and Russian markets have historically provided the answer to India’s
continuously growing defence procurement needs. Between 2004 and 2008,
India was the second largest purchaser of major conventional weapons sys-
tems, encompassing 7 per cent of the world’s total trade in these systems.'”

During the early Cold War, Britain was the primary exporter of arms to
India, a result largely born out of former colonial ties.'® France, whose strategic
relationship with India did not take off fully until the 1970s, was a significant
provider of major weapons systems during the latter half of the Cold War:
systems which included the Mirage fighter-bomber and the AMX battle
tank.'? Even recently, from 1999 to 2008, India was Britain’s second largest
client for major weapons systems, purchasing 14 per cent of its total arms
exports.?”

However, Europe’s top companies are finding themselves being increasingly
edged out by the sheer volume (and increasing sophistication) of Russia’s
exports, and particularly by India’s increased access to US defence markets.*!
Perhaps the biggest indicator of India’s direction in the defence procurement
field will be its final decision in the months or years ahead on the Multi-Role
Combat Aircraft (MRCA) contract, estimated to be worth US$12 billion.*?
With major US, Russian, and European firms vying for the contract offering
some of their best platforms, India’s decision on the MRCA aircraft contract
will be an important indication of whether Europe is still a major contender
for India’s defence business.>* The probability is high that Europe will con-
tinue to capture some of the Indian market as Delhi is inclined to spread risk
widely amongst suppliers.
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Regardless of the major contracts still to be won, there are indications that
Europe is playing less of a role in India’s defence policy, being replaced by more
active bilateral engagement with European states on specialized defence-re-
lated fields such as counterterrorism, nuclear non-proliferation, and disarma-
ment. For example, the Indo-French Working Group on Terrorism has met
annually since 2001. This may be the best option for both parties, considering
that Russia will likely continue to be India’s primary supplier of major weapons
systems, enjoying residual cost advantages if not always a qualitative edge, and
that states such as the UK and Germany have a comparative advantage
in specialist functions such as counterterrorism, forensic investigation, and
surveillance technology.?* The ongoing insurgency in Kashmir, the November
2008 Mumbai attacks, and numerous mass-casualty terrorist attacks targeting
India’s urban centres over the past decade suggest that cooperation in counter-
terrorism and European remote surveillance technology could be more useful
to India in the future than Europe’s traditional heavy defence industry.

Energy interests

Energy is a primary concern for India, and will only become more of a priority
in future years. India’s reliance on energy imports from other states is rising
rapidly with the growing Indian population and continued economic growth.?®
Imports accounted for 72 per cent of India’s supply of oil in 2004-5.%°
Table 10.3 illustrates that coal is still the dominant energy source for India,
but Indian infrastructure for coal production is inefficient and the increasing
emphasis on environmental protection standards globally suggests that
India will be under increasing pressure domestically and internationally over
coming decades to identify cleaner alternatives.?” This will be doubly true if, as
some predict given current rates of consumption, India’s coal reserves largely
disappear within the next fifty years.”®

Table 10.3. Main Energy Sources for India

Mar-02 Apr-03 May-04 Jun-05 Jul-06
Coal 341.3 361.3 382.6 407.0 430.9
Lignite 26.0 28.0 30.3 30.1 31.1
Electricity
Installed capacity (x1,000 MW) 126.2 131.4 137.5 145.6 157
Generation (bn kWh) 596.5 633.3 665.8 697.4 7443
Crude petroleum 32.0 33.4 34.0 32.2 34
Petroleum products 100.0 107.8 111.6 113.2 119.6
Natural gas 31.4 n/a n/a n/a n/a

Note: Fiscal years, April-March; millions of tons production unless otherwise indicated.
Source: Economist Intelligence Unit, Country Report 2008: India (London: Economist, 2008), 16.
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At the same time, an over-reliance on oil and natural gas imports carries
with it significant problems as well, not least of which being that India could
be drawn more deeply into the geopolitical quagmire of the West Asian
region.?? Potential instability in West Asia makes further diversification in
the sources of Indian oil and gas imports a strategic necessity.

Europe does provide an attractive alternative for India, not only in the form
of importable energy, but also for technology and knowledge transfers, espe-
cially further to high-tech initiatives such as nuclear, solar, and hydroelectric
projects (although Indian science and technology capacity, if harnessed to the
challenge, is certainly up to significant innovation of its own in these areas).
The India-EU Joint Action Plan emphasizes energy security as a primary
concern of both and created a panel to examine matters of mutual interest
in this area, stating that the Plan will give priority to ‘joint efforts in the
development of more efficient, cleaner and alternative energy chains’.>® It
also identifies eight core aspects of energy security for close cooperation
including the promotion of energy efficiency, and technology related to the
transfer of energy between grid systems and the further development of
nuclear power.*" In addition to this, the EU is cooperating with India and
other states in the International Thermonuclear Experimental Reactor (ITER)
project.®?

However, such grand schemes are likely to be the exception rather than the
rule, the latter represented by bilateral cooperation and private-sector projects.
Significant European energy companies have substantial interests in India,
including the British Gas Group, Royal Dutch Shell, Cairn Energy of Scotland,
and Gaz de France.®® On a bilateral basis, European governments that are
experienced in energy matters are likely to be favoured by India as partners.
A good example is France, whose success with nuclear power and significant
defence ties with India have opened doors for deeper bilateral ties on energy
issues. Franco-Indian energy cooperation became significantly closer with the
signing of the Framework Agreement for Civil Nuclear Cooperation in January
2008 and a follow-up agreement in September 2008 that allows Paris to sell to
Delhi French nuclear reactors.>* And bilateral cooperation does not preclude
the EU Council and Commission, as institutions, from projecting a plausible
united front on proliferation issues, specifically support of the Nuclear Non-
Proliferation Treaty (NPT), while engaging with India as a rising nuclear
power.

Political culture

While the drivers of Indian relations with Western Europe mentioned previ-
ously are mostly economic, there is a final factor that serves as an asset
underpinning their ties: the constitutional arrangements and political culture
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of the states involved—specifically the electoral democracies that they have in
common.

India is rightly proud of its democracy, and playing on genuine values-based
convergence where it exists, as well as interests-based considerations, is help-
ful. Democracy, which has given voice to so many perspectives in India,
underpins an essential moderation of its body politic in international rela-
tions. In a work examining the philosophical underpinnings of Indian foreign
policy, Nalini Kant Jha writes:

A preference for the middle path is the hallmark of Indian tradition and culture as
seen in the Sanskrit saying which goes, ati sarvatra varjayet: let us eschew excess at
all times. This saying underlines India’s philosophical abhorrence of absolutes, of
extremes, of the tendency to see things strictly in terms of black and white.**

And this factor in Indian political life is sometimes explicitly but more gener-
ally tacitly acknowledged in the West (which, nevertheless, would like India to
be more open to urging its own political values on, for example, Myanmar).
Sunil Khilnani argues that the Indian adoption of democracy was the third act
in the great play of liberal democracy, which started with the ideas under-
pinning the French Revolution and continued with the American Revolu-
tion.*® While the form of democracy varies tremendously across Europe, the
Westminster parliamentary system that the Indian Union and its states and to
a degree the EU have adopted creates commonality of experience and of
constitutional understanding between India and many European nations.

Long-standing educational ties between India and Europe have shaped
much of India’s elite class over the years, although, particularly after Indian
independence, the lure of the top American universities somewhat displaced
the earlier focus on Oxford, Cambridge, and other leading UK universities.
Indira Gandhi noted the importance of scholars, both Indian and European,
in the development not only of Indo-European understanding, but also of
Indian self-awareness.?” Indians and Europeans have worked hard on educa-
tional exchanges, with both sides reaping rich benefits.*® For example,
Jawharlal Nehru's political identity emerged in Europe, through his study of
the movements of Garibaldi and of Sinn Fein'’s resistance to British rule in
Ireland.*®

The benefits of shared educational ties run both ways. France, for instance,
benefits from the high-quality academic research generated by its Centre
de Sciences Humaines in Delhi, a hub of social science research on India,
which serves as a striking tribute to the significance France attaches to the
study of India and its society.** Further, partly as a colonial legacy, France
can boast of the impressive Institut Frangais de Pondichery, which engages in
multiple scholarly activities relevant to South and Southeast Asia in a wide
variety of fields (including environmental ones), not least the painstaking
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conservation of ancient Indian Sanskrit and other texts.*' While the work
and accomplishments of these French institutions might seem marginal
relative to the vibrant bilateral French economic relationships with India,
in fact they are complementary thereto and much appreciated in India and
Europe alike.

Unlike some other features of the relationship, Indo-European educational
links have been marked not just by talk, but also by action. The Asia-Link
programme, for instance, provides opportunities for higher-education institu-
tions in both India and Europe to meet and interact on common projects.*?
The India-EU Joint Action Plan also places significant emphasis on furthering
educational ties.*® Statistics in Britain show that Indian students represent the
second most numerous group of foreign students in the UK (after Chinese),
with Indian rates of enrolment rising steadily (while those of China are falling
slightly).** There is similar interest in South Asia among European students
who are keen to engage in cultural and educational experiences beyond those
offered on their own continent, and increasingly European business and
science students are recognizing the rising significance of India in these
sectors. Advances in communications technology and the availability of
cheap international travel have favoured internships and student exchanges
in and with India.

The exchange of students is, however, only one aspect of a wider cultural
effort by some European states to maintain links with India. Several West
European countries devote considerable effort and resources to promoting
their own culture and to establishing links with Indian artistic, literary, and
performing arts communities. Both France and Germany in recent years—
through such institutions as the Alliance Frangaise, French cultural centres,
and the Goethe Institut (operating out of eight Indian cities)—have far out-
stripped the effectiveness of the British Council which, to the consternation
of many Indians, appears to have abandoned much of its traditional role
in promoting the British arts and literature—and creating corresponding
connections between India and Britain—for the money-making potential
of English-language courses, albeit highly regarded ones.**

The Indo-Russian relationship
History in brief: India’s Russian interactions

The Indo-Russian relationship does not extend back as far as that of the
colonial powers and their forebears. The Himalayas and the Hindu Kush
insulated India from meaningful early contact with Russia (although Central
Asia played an important role as a passageway to China and as the point of
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origin for some of the dynasties that dominated northern India after the
Muslim conquest). Much of the relevant history is marked by the ‘Great
Game’ in the nineteenth and early twentieth centuries, during which Russia
attempted to encroach on Britain’s dominance of the South Asian and parts of
the Central Asian regions as well as Iran. The inhospitable environment of the
Caucasus and Afghanistan, both central to the Great Game, and their distance
from home base provided a powerful buffer between India and Russia. Russian
expansion, culminating during the Second World War, with a significant
Russian presence in Iran and de facto domination of the Caucasus, left India
well beyond the Soviet sphere of influence.

However, the beginning of the Cold War, which roughly coincided with
India’s independence from Britain in 1947, created considerable and sustained
Soviet interest in India. As a result of its conflict with China and its experience
of the USA as an unreliable partner, India backed into an ever more compre-
hensive relationship with Moscow, culminating in the 1971 treaty of friend-
ship. Soviet weapons were vital to its successful military campaign in East
Bengal in 1971 and, indeed, formed the backbone of Indian military procure-
ment for decades.*® Christopher Andrew and former KGB officer Vasili Mitro-
khin discuss the ease with which the Soviet secret service could operate in
India:

The Asian intelligence successes of which the [KGB] was most proud were in India,
the world’s second most populous state and largest democracy. It was deeply ironic
that the KGB should find democratic India so much more congenial an environ-
ment than Communist China, North Korea and Vietnam.*”

This said, Delhi worked hard to remain independent, and thus could never be
included entirely in the Soviet ‘camp’, however much Washington and some
of its allies resented India’s close relationship with Moscow.

Economics and trade

While the strategic partnership agreement signed by India and Russia in 2000
offered more substance than the India-EU agreement of 2004-5, economic
considerations (leaving aside energy projects) were not central.*® Instead, the
more concrete steps envisaged were in the areas of the political and defence
relationships.*” This is generally true of the overall Indo-Russian relationship
since Russia began to recover from post-Cold War economic turmoil. India has
focused on its own needs: arms deals, nuclear cooperation and political dia-
logue.

Table 10.4 illustrates the economic results. While there is growth in the
trade relationship in absolute terms, the Russian share of India’s booming
trade is stagnating.
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Table 10.4. India’s Trade with Russia

Year 2004-5 2005-6 2006-7 2007-8 2008-9

INDIAN EXPORTS TO 631.26 733.15 903.69 940.61 1,096.34
RUSSIA

% growth of exports to - 16.14 23.26 4.09 16.56
Russia

India’s total exports 83,535.94 103,090.53  126,414.05 163,132.18 185,295.36

% growth of India’s - 23.41 22.62 29.05 13.59
total exports

Exports to Russia as % 0.76 0.71 0.71 0.58 0.59
share of total
exports

INDIAN IMPORTS 1,322.74 2,022.19 2,409.05 2,478.16 4,328.28
FROM RUSSIA

% growth of imports 52.88 19.13 2.87 74.66
from Russia

India’s total imports 111,517.43  149,165.73  185,735.24  251,654.01 303,696.31
% growth of India’s 33.76 24.52 35.49 20.68
total imports

Imports from Russia as 1.19 1.36 1.3 0.98 1.43
% share of total
imports

TOTAL INDO-RUSSIAN 1,954.01 2,755.33 3,312.73 3,418.77 5,424.62
TRADE

% growth of total 41.01 20.23 3.2 58.67
trade

India’s total trade 195,053.37  252,256.26  312,149.29  414,786.19 488,991.67
% growth of India’s 29.33 23.74 32.88 17.89
total trade

Indo-Russian trade as 1 1.09 1.06 0.82 1.11
% share of total
Indian Trade

TRADE BALANCE

India’s Trade Balance —27,981.49 —46,075.20 —-59,321.19 —88,521.83 —118,400.95

Notes: All figures in US$ million.
Source: Government of India, Department of Commerce, Export—Import Data Bank (consulted June 2010).

Indian President Pratibha Patil’s visit to Russia in September 2009 high-
lighted the limited scope of Indo-Russian bilateral trade. For both, official
trade was a paramount concern, with Patil stating ‘We need to ponder over
why our economies should be satisfied with the current level of trade vol-
umes’, and emphasizing that trade levels between the two states were a poor
reflection of the ‘close political ties’.>°

The Indo-Russian economic relationship has tended to follow the course of
Russia’s economic fortunes, marked by a serious partnership throughout
much of the Cold War, but a floundering one during the 1990s when Russian
mismanagement of the transition to a market economy left the country
economically in shock.>! Russia’s recent economic upturn, driven by oil and
gas prices, has enabled both states to re-explore a more substantial economic
relationship; however, the fragility and unpredictability of Russia’s economic
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performance leaves medium- and long-term future joint endeavours beyond
the defence and nuclear sectors uncertain.

This is particularly so as India builds further content into its ‘Look East’
policy and explores more meaningful ties with Asian partners, and as it
capitalizes on strong links with the US private sector. Indeed, India’s end-
user agreement with the USA provides India easier (although not unlimited)
access to the US arms market, a development that might undercut Russia’s
most lucrative area of cooperation with India.>*> However, while Western
partners have proved to be volatile in the past (for example, the sanctions
placed by the USA on India after the 1998 Pokhran II nuclear tests), Moscow
has proven itself to be a reliable (if sometimes unexciting) weapons supplier,
and is likely to remain an attractive partner for India, if only as a hedge against
Indian over-reliance on others.**

Defence procurement

India’s reliance on Russian military hardware has continued over the last two
decades since the dissolution of the USSR. And for Russia, India is an import-
ant client. Table 10.5 indicates that India is still Russia’s second largest cus-
tomer for conventional weapons exports, after China.

Russia is also, by a vast margin, India’s primary supplier of conventional
systems, confirming the strength of the weapons procurement relationship.
This is illustrated in Table 10.6.

Recently, India has used its long-standing relationship with Russia to
acquire weapons platforms intended to bolster India’s power projection cap-
ability. For instance, India has purchased the Admiral Gorshkov (now INS
Vikramaditya) aircraft carrier and SU-30MK long-range fighter aircraft, and is
set to lease an Akula class nuclear attack submarine once it is delivered to the
Russian Navy.>* In addition to power projection platforms, India has also
purchased two series of Russian T-90 main battle tanks, the first in 2001 for
an estimated US$700 million, and the second in late 2007 for US$1.2 billion.>>
These substantial Indian purchases indicate that the Indo-Russian defence
relationship continues to be significant for both parties involved.

Russia’s position as the dominant supplier of India’s weapons is, however,
being challenged by the American government, backed by the entrepreneurial
US defence industry.>® Indeed the United States may be slowly changing the
Indian arms procurement equation, not least by becoming more involved with
the Indian military across the services in joint operations and planning. With
this shift, India’s procurement of military hardware that is compatible with US
systems makes increasing sense, and is a requirement that US companies are
perfectly happy to satisfy.>” Lockheed Martin recently signed a deal with the
Indian Air Force to provide six C-130 Hercules transport aircraft, and Northrop
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Table 10.5. Suppliers of Major Conventional Weapons

Supplier Share of global Main recipients
arms exports (%) (share of supplier’s transfers)
USA 31 South Korea (15%)
Israel (13%)
UAE (11%)
Russia 25 China (42%)
India (21%)
Algeria (8%)
Germany 10 Turkey (15%)

Greece (13%)
South Africa (12%)
France 8 UAE (32%)
Singapore (13%)
Greece (12%)
UK 4 USA (21%)
India (14%)
Chile (9%)

Source: Appendix 7A, SIPRI Yearbook 2009.

Table 10.6. Recipients of Major Conventional Weapons

Recipient Share of global arms imports (%) Main supplier (share of recipient’s transfers)
China 11 Russia (92%)

India 7 Russia (71%)

UAE 6 USA (54%)

South Korea 6 USA (73%)

Greece 4 Germany (31%)

Source: Appendix 7A, SIPRI Yearbook 2009.

is seeking an export agreement from the US government in order to provide
India the E2D Hawkeye airborne early warning and control system (AWACS).*®
European competitors are also challenging Russia on some significant Indian
procurement projects. Following a deal signed in 2005, France has provided
India with licenses to build six Scorpene class diesel submarines and has trans-
ferred a number of SM-39 Exocet missiles.>”

The most significant albatross in the Indo-Russian defence relationship is
the Russian failure to provide India with the refitted Gorshkov aircraft carrier
on time and for the originally agreed price. The project has gone vastly over
both deadline and budget, with the programme now costing India more than
if it had acquired a new aircraft carrier from Russian competitors.® Indian
naval officers and the Indian government have complained about the matter
sharply and publicly, and it has done Russia’s reputation as a supplier little
good in India and beyond.

More subtly, India and Russia tend to have different outlooks on the use of
military means to achieve global influence and to project power. Russia has
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shown an inclination for pre-emptive or first-strike military operations such as
those in Chechnya and more recently against Georgia. With the exception of
the 1971 war culminating in the independence of Bangladesh, India has
mostly responded to attack rather than taking the initiative.

Political values

India’s political values evince deep attachment to liberal constitutional
democracy, in contrast to Russia’s increasingly tenuous rule of law and the
unattractive state of its politics to most outsiders (Vladimir Putin’s domestic
popularity to date notwithstanding). India and Russia might well have clashed
at times over political values or over Russia’s aggressive tactics against Georgia
in South Ossetia in 2008. However, India’s strong attachment to classic concep-
tions of the absolute sovereignty of states and its commitment (in most in-
stances, particularly outside its immediate neighbourhood) to non-interference
in the internal affairs of other states—diplomatic predispositions shared by
Moscow—have saved the partners from the inconvenience of any public criti-
cism of each other’s policies.

Significant efforts were made during the Cold War to promote broad-based
ties between the two countries. Typically, these ties took the form of Indo-
Soviet ‘Societies of Friendship and Cultural Relations’.®! But, with time and
a shifting outlook among Indians (and also Russians), government-driven
efforts to promote friendship between the two populations seem both dated
and redundant.

The ties of political (and wider) culture between India and Western Europe
do not extend in quite the same way to Russia. During the Cold War years,
many Indians received high-quality scientific education in Russia, and India
benefited significantly. Nowadays, Indians going abroad are more drawn to
Western, particularly US, British and Australian universities than Russian
ones, with some also favouring leading Asian institutions, including in
China and Singapore. Thus, while the habit of political dialogue and the
comfort of a long-standing relationship between Delhi and Moscow should
not be discounted, at the level of popular culture, Russia is now largely absent
from India.

Energy interests

While India looks to Europe for long-term cooperation in reforming its
energy sector, it looks to Russia to help satisfy its immediate and growing
need for imported oil and natural gas. India increasingly relies on energy
imports and Russia possesses a large surplus. The benefits of these comple-
mentary circumstances have already begun to be exploited by India. Its US
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$1.77 billion investment in the Sakhalin I project yielded its first shipments
to India, amounting to over 600,000 barrels of oil, in November 2006.°2 India
is vigorously pursuing further measures with Russia such as involvement in
the Sakhalin III project and a possible joint exploration venture with Gaz-
prom in exchange for a guarantee to buy 50 million tons of Russian oil per
annum.®?

Russia has also been a valuable partner for India on the nuclear front,
helping India to pursue its strategic goal of energy diversity. Russian technical
assistance contributed greatly to the completion of two nuclear reactors at
Koodankulum, and in late 2008 the two governments signed a further agree-
ment under which Russia will build four more reactors for Indian use.®* In
addition to this, Russia agreed to sell $700 million worth of uranium fuel to
India for use in its reactors.®®

Beyond energy security, a significant geopolitical calculus is involved in
India’s energy romance with Russia. India hopes that Russia can help it secure
greater reach into and political influence in Central Asia (including several
former Soviet republics), which, in the future, will likely be the route for
several major oil and natural gas pipelines of potential interest to India.
Tanvi Madan writes:

While India wants to be part of the ‘new great game’, it is being careful not to step
on any toes—especially influential Russian ones—in the region. Central Asian
countries might view India’s entry as the addition of an alternate player. But
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The Indo-Russian relationship

India believes that it needs Russia’s cooperation—or at least acquiescence—to be
successful in the region.®¢

The geopolitical game over pipelines in India’s extended neighbourhood is
already a lively one for Delhi. The proposed Iran-Pakistan-India (IPI) pipeline
(illustrated in Figure 10.1) that was to have taken natural gas from Iran’s
plentiful gas fields and pumped it into Pakistan and India has been a confus-
ingly off-and-on affair with India sending many mixed signals over time,
some apparently related to its nuclear negotiations with the USA during the
years 2005-8.°7

Indian participation in the project seems to have been put on hold, amongst
other reasons, because of India and Iran’s inability to find common ground on
the price India should pay for Iranian gas and the structure of the deal.®®
Reported Russian interest in the IPI project could relate to its dislike of a
possible alternative favoured by the USA.®’ The US-backed competing Turk-
menistan-Afghanistan-Pakistan-India (TAPI) pipeline, would cut Iran, cur-
rently under mild UN but stringent US sanctions, out of the deal while
simultaneously increasing America’s influence in the region over Russia’s.”’
While US influence will not determine India’s policy, increasing Indo-US
cooperation on nuclear and defence matters makes the American viewpoint
difficult for Delhi to ignore altogether.”"

As part of its widening geostrategic lens, India has taken an increasing
interest in partnerships with Central Asian states outside of the energy
sector, and Russia’s acquiescence, often for a price, is grudgingly necessary
in these manoeuvres. Tajikistan, one of India’s important Central Asian
partners is home to India’s first external military airbase at Ayni.”? Tajikistan
is strategically important for India, sharing borders with two states that raise
strategic concerns for India: China and Afghanistan.”® The relationship was
recently highlighted through Indian President Patil’s visit to Dushanbe in
September 2009.”* India is also studying the potential of resurrecting a
version of the Silk Route to increase trade between Central Asia and the
Indian subcontinent.”®

India and the Central Asian Republics share perspectives and concerns in
many areas including counterterrorism, counter-narcotics, and small arms
proliferation; these concerns are, of course, aggravated for all parties by the
persistence of instability in Afghanistan and the northwestern regions of
Pakistan.”® Pakistan, because of the dominance of Islam in Central Asia, may
see the region as an obvious bet for the expansion of its influence.”” However,
several Central Asian governments, fearful of Islamic radicalism and wary of
the close ties between Pakistani militants and organizations such as the Is-
lamic Movement of Uzbekistan (IMU), are increasingly turning to India to
form a unified front against violent Islamist movements which Pakistan’s
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government currently seems unable to curb. This was attested to by the
generally unified front exhibited at the October 2009 meeting of the Shanghai
Cooperation Organization consisting of several Central Asian states, Russia,
and China, with India and others as observers.”® India made a point of high-
lighting the necessity of counterterrorism cooperation, a point with which all
of the member governments would have agreed.”®

Russia and India can establish common cause in promoting stability in
Central Asia. Both would benefit from energy pipeline projects through the
region that would not be importuned by violence and criminality, and both
wish to see the influence of radical Islam diminish. If these actors can build on
these shared energy and security interests, India’s presence and influence in
Central Asia could grow without necessarily irritating China.

Afghanistan

Afghanistan became a prominent topic during summit talks between Indian
Prime Minister Singh and Russian Prime Minister Putin in Delhi in March
2010, with India reportedly expressing fears arising from an increasingly
possible NATO withdrawal. Some Western voices have suggested that in
such an eventuality, India could revive its former relationship with a re-
energized ‘northern alliance’ in Afghanistan, buttressed by Russia and perhaps
Iran, leading to a soft or more formal partition of the country in due course.
Most Indian geostrategic analysts deplore this line of thinking (not least
because it concedes to Pakistani influence at least 40 per cent of Afghanistan,
including the capital, Kabul), but it cannot be dismissed given the unpromis-
ing alternative options available to Delhi were the Taliban to take power (or
meaningfully share it) in Kabul.®

Russia and Europe in the middle

The geostrategic positions of India’s potential partners

Both the European Union and Russia find themselves in flux in the current
global environment, with economic performance, and, in the case of the
European Union, a sense of shared purpose, very much in question. How
the Europeans and Russians manage these challenges will determine their
future relationship with a rising India as much as India’s own preferences
and policies. India has for some time been pursuing both a closer strategic
relationship with the USA, as exemplified by their negotiations towards nu-
clear cooperation; and, in a less focused way, with China and the Pacific
region, as heralded in India’s ‘Look East’ policy. Likewise, India’s interests in
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and engagement with the Middle East have also been growing and hold
significant potential, as suggested by a growing Indo-Israeli security partner-
ship and Indian economic relations with the Persian Gulf states.

All this, however, leaves Europe and, to a somewhat lesser extent, Russia in a
middle ground between India’s regional and global strategic priorities. While
Russia has great potential to engage India over energy, its own political and
economic roller-coaster, and its strained relations with several of the Central
Asian states, leave Russia in a still uncertain position to fulfil India’s desiderata
in a full strategic partnership of the sort the two countries had enjoyed during
earlier decades.

The early twenty-first century is witnessing what is likely the beginning of a
role reversal for India and Russia. The transition to a form of democracy and
the end of the Soviet Union has been painful for Russia, while increased global
integration and the end of a bi-polar global power structure has worked
wonders for India in many respects. These developments have produced
new ordering in the global power hierarchy for India and Russia, the former
rising quite fast but from a limited subregional base, the latter stagnating or, in
some views, declining. Russian and Indian interests do not clash. For this
reason, the relationship between the two countries should not be unduly
affected by the tectonic shifts in geostrategic advantage. But the relationship
is not likely to regain the convergence of positioning witnessed in the mid-
Cold War years.

Western Europe, while theoretically and to a large degree technically unified
through the European Union, is still encumbered by the independent person-
alities of its leading member States, which have not hesitated to undermine
pretensions of a common foreign policy when it suited them to do so (or
simply when they wished to demonstrate they could do so). While India has
engaged with the EU on several impressive formal diplomatic initiatives,
substantive results are few to date.

The position of being caught in the ‘middle ground’ between India’s major
foreign policy priorities makes pretty well anything to do with Western Europe
less urgent geostrategically for India than much else. Christophe Jaffrelot
wrote as early as 2006:

It is disappointing to find that the European Union hardly figures on the Indian
‘radar screen’, despite tangible efforts to relaunch cooperation between the two
political entities. If remedial action is not undertaken quickly, Europe may well find
itself completely sidelined by this new first order Asian—and indeed inter-
national—actor.®!

Meaningful engagement should not be impossible, since both Europe and
Russia have significant interests in common with India. And, in the case of
Russia, there is much habit of regular high-level consultation. However, the
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ability of each to achieve a genuine strategic relationship with India (as
opposed to an essentially mercantile one) is constrained by the uncertain
prospects of Russian economic development and of the European integration
process.

India’s preference for interest-based bilateralism

Because of the EU’s continuing internal incoherence, a factor which slows
serious EU diplomatic initiatives to a crawl, India has been most comfortable
continuing to engage European states on a bilateral basis, focusing on
those capitals that can deliver significant results (for example, Paris in the
realm of defence and nuclear issues).®> An assessment by Eric Gonsalves of
Indo-European relations, although written almost two decades ago, still rings
generally true today:

The gradual decline of the role of the European countries in Asia despite the
coming into being of the European Community and their gradual reduction to
becoming an appendage within the Western alliance. .. made the interaction be-
tween India and Western Europe basically secondary in nature and centred on
bilateral concerns. . .53

India may invest even greater effort into strengthening its bilateral ties with
major European states (and possibly multilateral ties with the EU, if the latter
can prove more agile) should a perception arise that the current US adminis-
tration is increasingly courting China. Evan Feigenbaum points out that
Indian fears of a US-China ‘G-2’ are based on reasonable concerns in Delhi
that such a relationship could embolden China in the still-unresolved border
disputes between the two countries and, where possible, to undercut Indian
economic influence.®* Were this to happen, India might well turn to Europe in
an effort to maintain balance and diversity in its foreign policy (an option
equally applicable to Russia). However, attempts to forge a G-2 power bloc are
today highly speculative.®®

Ratification of the EU’s Lisbon Treaty introducing a number of constitu-
tional and structural changes, including the creation of an EU President and of
a foreign policy czar, was intended in part to enhance the EU’s standing on the
global stage. However, the significance of these developments in 2009 for
India (and much of the world) was seriously undermined by the appointment
of Belgian Prime Minister Herman Van Rompuy, self-described as a ‘grey
mouse’, and the little-known EU Trade Commissioner, Baroness Catherine
Ashton, as EU President and High Representative for Foreign Affairs respect-
ively. Both were seen as low-common-denominator compromise candidates
who posed little threat to the leading member states. Indian commentators
were unimpressed, as were, privately, Indian political figures.®®
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Perhaps the most important multilateral diplomatic engagement of 2009
occurred in Copenhagen on climate change. West European countries had
long argued that in view of their rapid economic growth, India and China
needed to offer national commitments towards global goals (which the Kyoto
Protocol of 1998 had not required of them). However, to the consternation of
many Europeans and possibly the quiet satisfaction of Delhi, EU members
found themselves marginalized in the key negotiation, involving only Brazil,
China, India, South Africa, and the USA on the final day of the meeting. This
surprising development and the resulting weak conference outcome were
widely interpreted as highlighting the relative eclipse of Western Europe’s
prominence on this key global issue.®” Thus, while India could pride itself
on having played a leading role, and an unusually conciliatory one at
that (allowing China to serve as a punching bag for activists and other critics),
the under-performance by the EU was evident to all.*® Several Indian
commentators saw events at Copenhagen as heralding a decline in the multi-
lateral fabric, not necessarily to the disadvantage of India’s interests.®® Indian
legal scholar Poorvi Chitalkar comments: ‘India’s often instrumentalist take
on multilateral relations rooted in its national interest may in fact equip it well
for an enhanced role in major upcoming negotiations on global issues, where
give and take among a few key countries likewise disposed will determine the
outcome.’

India has unsurprisingly continued to pursue a bilateral relationship with
Russia, strongly anchored in India’s interests. Delhi has, over the last two
decades, pursued Russia as a constantly available supplier of cheap albeit
relatively sophisticated weapons systems, and of energy. However, India has
increasingly been looking to diversify, especially in defence, to the detriment
of Russia’s export potential, but potentially to the benefit of West European
competitors.”® As Anuradha Chenoy argues, the ‘old model’ Indo-Russian
relationship is on its way out, yielding to a relationship that is more fluid,
one allowing India to design more varied regional and global policies consist-
ent with its new global economic position.’! Thus, Russia’s relations with a
rising India are similar to those of Western Europe: each partner in these
relationships must become accustomed to a new balance in which India
plays a more prominent role.

Russia, recently the post-Cold War ‘black hole’ of global power, appears to be
making some sustained progress in restoring its global standing. And, on
balance, this very much suits India’s vision of a multipolar world where India
can engage a number of essentially equal major powers, each with its own
particularities, strengths, and weaknesses. During his visit to Delhi in March
2010, Prime Minister Putin emphasized how much in the technological and
military procurement fields Russia may still have to offer India, and also high-
lighted Russia’s significance for Central Asia, an area in which India’s interest
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continues to grow.” The history of friendly relations between India and Russia
will serve each well in helping Moscow and Delhi to navigate the complexities
of a relationship in which a significant realignment of power is occurring.

Conclusions

Although there are substantial differences between the Indo-EU and the Indo-
Russian relationships, there are common current and potential interests that act
as ‘drivers’ of India’s interactions with each, defence and energy among them.
While India’s international profile is rising, those of Western Europe and the
Russian Federation are stagnating or declining for varying demographic, eco-
nomic, and geostrategic reasons. For all of Russia’s oil and gas reserves, its
troubled emergence from the communist era, marked by uncertain rule of law,
confounding economic management, and bullying behaviour towards some of
its close neighbours, has left it with an international reputation for touchiness,
unreliability, and a proclivity for both diplomatic and economic brinkmanship.

Western Europe, home to all of the world’s major colonial powers, and very
much the ‘centre of the world’ in the nineteenth century, but then under-
mined by two devastating world wars in the twentieth century, has increas-
ingly found itself caught in between an American superpower and a rising Asia
today encompassing two very significant potential competitors, China and
India. However, the ability of the European powers to maintain both internal
unity and external effectiveness today on the global stage is, at best, a work in
progress. Until a more convincing formula can be devised by EU member
states to empower their common institutions, possibly through strong imple-
mentation of the Lisbon Treaty over time, the EU’s full potential is likely to
remain unrealized. And, on an individual basis, it is unlikely that any of the
EU member states, with some exceptions in niche issues and products, will be
able to play a role comparable to that of China or India globally over the long-
term on current trends.

Indeed, by the end of 2009 a new world order seemed to be emerging, with
the USA, China, India, and Russia in the vanguard, Brazil near behind, and
the West European countries struggling to define how their economic weight
might again be translated into international influence and geostrategic power.
Although India itself is beyond the reach of such behaviour today, bullying
financial policies of the UK and the Netherlands towards non-EU member
Iceland between 2008 and 2010 and Germany'’s less-than-spontaneously
generous stance over Greece’s financial plight (however self-induced) in
early 2010 may conjure up unpleasant memories for a country which spent
so many decades under European colonial rule. One prominent ambassador
of an EU member state in Delhi remarks:
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Conclusions

One would like to believe that India and the European Union should naturally
draw close. Ideally, they would see each other as rising powers, each open to
supporting the emergence of the other. In reality, however, each has a tendency
to look to the most powerful poles in international relations rather than towards
each other, and each spends more time deploring the shortcomings of the other
rather than building the foundations of future partnership.”

Russia remains in a precarious geopolitical and economic position, which
inevitably affects its relationship with India. While in recent years economic
prospects for Russia have improved (along with rising prices for oil and gas),
the collapse of the USSR entailed tremendous costs to self-confidence, geos-
trategic heft, and national cohesion, as low-level conflicts in Chechnya,
Ingushetia, and Ossetia attest. After a brief romance with wildcat capitalism,
mainly notable for the rise of the oligarch class, Russia is still in search of a
model of economic development that can wean it away from over-reliance on
hydrocarbons and provide the quality of life for its citizens that the EU
countries deliver for theirs. Less aggressive diplomacy with its Western neigh-
bours in future decades could, in fact, lead to greater influence internationally
by creating common cause between the Western European powers and Mos-
cow on a number of issues (as seemed plausible during the Gorbachev and
Yeltsin eras). But its domestic political, economic, social, and foreign policy
development may yet hold a number of unsettling surprises ahead, much as
the rest of the world would prefer otherwise.

Thus, even though the Russian Federation remains a significant military
and geostrategic actor, the relatively modest size and questionable manage-
ment of its economy exert a drag on its overall credibility and influence. Any
Russian resurgence is unlikely to restore it fully to superpower status, not
least, as with Japan, because of its disastrous demographic profile with a
rapidly aging and shrinking population. However, Russia will remain a
major regional power, influencing its own vast neighbourhood spanning
Europe and Asia, notably in Central Asia and in the Caucasus, and seeking
to further its own interests through such influence. Occasionally this will
mean rubbing up against the EU and even the USA in the latter region, and
possibly against China in some of the former. But friction with India seems
unlikely for reasons of geographical distance and broadly compatible foreign
policy philosophy.

Overall, the Indo-Russian and Indo-European relationships are in gentle
decline compared to some others, not least in the trade sphere, because of
India’s rise but also because Western Europe to some degree, and certainly
Russia, find themselves in a position of some economic uncertainty and of
geopolitical flux. And while India also is in flux, it enjoys economic tailwinds
producing economic momentum and hence greater international credibility
than the absolute figures would argue for.
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These relationships will likely continue to be defined by the key interests of
India, mainly in private sector development, defence, and energy. Unlike
India’s relationships with China and the USA, Delhi may well find itself
becoming the dominant partner. However, this scenario will take time to
unfold and is not pre-ordained, involving as it does a number of currently
imponderable factors relating to each of the EU, Russia, and India, not least
involving the domestic realities produced by their complex political systems.
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The Evolution of Indian Multilateralism:
From High Ground to High Table

The path to international recognition and respect has not been an easy one for
India. A lack of material resources and military capability prevented post-
independence India from staking a credible claim to its place in the ‘diplo-
matic sun’.! The Cold War offered shelter through alliances but threatened
India’s newfound independence, which it was unwilling to compromise, at
least in principle. During those early years, India turned to multilateral forums
as a way of magnifying its influence, faute de mieux.

From idealist moralizer to often-pragmatic dealmaker, India’s transition
within multilateral diplomacy mirrors its rise—second only to China—from
the confines of severe poverty and underdevelopment. India’s voice carries
more weight today in multilateral forums largely due to its enhanced eco-
nomic performance, political stability, and nuclear capability. Although many
of its internal problems—including ethnic separatism, insurgency, poverty,
inequality, minority rights, corruption, and poor governance—remain only
partially addressed, on the international stage India now exerts real if still
tentative geostrategic and economic influence. The assertion that ‘the world
concludes that India is a “predictable player” with enduring national inter-
ests’> may be premature, but major powers in the international system are
eager today to engage with India.

As India’s stature has grown, its stake in some forms of multilateralism has
diminished. In several international forums, India increasingly engages with
smaller groups of powerful nations to affect outcomes at the expense of the
more broad-based universalist approach it traditionally espoused (or claimed
to) in multilateral forums. India also today often prefers conducting business
bilaterally with major actors such as the United States, China, the EU, Japan,
and Russia. In organizations rooted in solidarity between members, such as
the Non-Aligned Movement, and even in the Commonwealth (of which
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Kamalesh Sharma, an Indian, became Secretary-General in 2009) India of late
has seemed somewhat detached.

India’s growing predilection for global governance by oligarchy—be it as
part of the Five Interested Parties in the World Trade Organization (WTO), the
BASIC (Brazil, South Africa, India, China) group at the Copenhagen climate
change negotiations of 2009, or the G-4 coalition of countries (Brazil, Ger-
many, India, Japan) demanding permanent membership in the United Na-
tions Security Council (UNSC)—is striking as is its experimentation with a
number of new groupings, often excluding the Western powers. [ronically, by
eschewing genuine multilateralism in favour of power elites and strategic
partnerships, India is buying into a strategy developed largely by the United
States, Russia, China, and several West European powers to co-manage inter-
national economic and, to a lesser degree, security systems. However, India has
not yet displayed that it is willing to assume much responsibility within these
systems (as opposed to bilaterally with some states). Further, its shift to adopt-
ing the attitudes of a self-interested power focused overwhelmingly on eco-
nomic prosperity for itself (however it seeks to dress up this position
rhetorically) jars with its traditions. Public opinion in India may well be ready
for this transition, but it is unclear whether much of India’s establishment is.

The rest of this chapter first traces the evolution of India’s approach to
multilateralism over the last six decades, and then focuses on four substantive
fields of foreign policy or forums of significance to India’s multilateral stance
during this period of global (and Indian) transition and flux: the UNSC; the
WTO and its Doha Round negotiations culminating in 2008; international
efforts to combat climate change, notably prior to and at the Copenhagen UN
conference of late 2009; and some emerging international groupings of states
in which India is playing an active role or seeking to.

From High Ground to High Table

Post-independence India immediately became an active participant in the
multilateral system, at that time composed largely of the UN and its associated
organizations. In spite of its status as a British colony, India had gained
original membership of both the United Nations and its predecessor, the
League of Nations. It also rapidly adhered to the many institutions associated
with the UN, including the IMF and World Bank, and also some others such as
the General Agreement on Tariffs and Trade (GATT).

The philosophy embodied in the UN Charter resonated deeply with inde-
pendent India. In September 1946, Nehru professed ‘unreserved adherence, in
both spirit and letter’ to the UN Charter and committed to ‘play that role
in [UN] councils to which [India’s] geographical position, population and
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contribution towards peaceful progress entitle her’.? Parts of the Indian Con-
stitution that laid out the principles of state policy with regard to international
affairs reflected noticeably the principles of the UN Charter extolling the
promotion of peace and security, international law, and settlement of inter-
national disputes through arbitration.*

Kashmir, 1947-8

However, Delhi experienced a major setback at the UN on the issue of Kashmir
in the winter of 1947. Faced with the choice of unilaterally repelling the
Pakistani attack and militarily consolidating India’s hold on the erstwhile
princely state, or referring the matter to the UN, Nehru chose the latter option.
Much to his disappointment, the United States and Britain—both exercising
considerable influence in the UNSC—failed to endorse India’s claim to Kash-
mir, instead insisting on a plebiscite of the state’s population. India realized
belatedly that ‘the Security Council was a strictly political body and that
decisions were taken by its members on the basis of their perspective of their
national interest and not on the merits of any particular case’.®

The Kashmir episode permanently coloured Indian thinking on the United
Nations. Since then India has been loath to allow any form of multilateral
intervention, not just in Kashmir but in the South Asian region, much of
which it regards as its sphere of influence, more generally.® Pakistan’s consist-
ent efforts to internationalize the Kashmir issue at the UN (and elsewhere)
doubtless contributed to India’s growing preference for bilateralism over
multilateralism.” And India’s strong attachment to the primacy of state sov-
ereignty in the conduct of its international relations owes much to this early
trauma.

Non-alignment

In spite of the UN’s position on Kashmir, India recognized two basic advan-
tages offered by multilateralism in the age of superpower rivalry as the Cold
War developed. The first is summed up by the proposition that ‘the political
game must be played in such a manner that India in spite of her political
weakness could establish a politically strategic position’.® The second was
protection of India’s independence through the attainment of international
influence. Dhiraj Chamling wrote: ‘Tensely surrounded by a galaxy of big,
industrially-developed powers to one of which interests she could easily fall a
prey, the only possible defence for India perhaps was to get vigorously in-
volved in the affairs of the UN.”

Nehru's foreign policy of non-alignment relative to the two power blocs of
the Cold War era was a rational response to India’s circumstances and the
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intense polarization of international relations as of the late 1940s. He de-
scribed it as ‘the natural consequence of an independent nation functioning
according to its own rights’.'® The policy was not simply one of neutrality,
both Nehru and his foreign policy eminence grise, V. K. Krishna Menon, main-
tained, the latter remarking at the UN, ‘there can no more be positive neutral-
ity than there can be a vegetarian tiger’."' He asserted that India was not
neutral between war and peace, between imperialism and freedom, or on
questions of ethics.

For India, non-alignment was therefore a policy that stressed independence
in international decision-making above all else. Strategically, non-alignment
implied ‘adjustment to both sides, all the time, obstinately defending and
projecting genuine independence, the real power to choose and not be com-
pelled to accept the policies of other states rooted in their national interests’.'*

Non-alignment in principle rejected military alliances, especially those with
the two superpower blocs, and emphasized friendly relations with all coun-
tries.'* In the UN, this prompted India to push for as broad a membership base
as possible (the growth coming from newly decolonized states) and to work to
preclude either bloc from appropriating the organization’s agenda and re-
sources. This was why India at every opportunity advocated UN membership
for the People’s Republic of China despite Western reluctance to include a
revolutionary communist country. It also explains India’s early defence of the
veto in the UNSC: ‘India prefers an ineffective organization, representing all
the major political elements in the international community, to an effective
organization which may grow into an instrument of one power bloc.”** Thus,
India opposed the 1950 Acheson Plan, also known as the ‘Uniting for Peace’
resolution, which empowered the UN General Assembly to act on security
challenges at times when the UNSC was in deadlock.

When war broke out in Korea, India initially endorsed UN intervention but
declined to label China an aggressor or support the crossing of UN troops into
North Korea. (India committed not troops but a field ambulance unit to the
UN effort.) Increasingly, during the 1950s, India was seen as an actively
neutral power as between Moscow and Washington. This created new roles
for it. At the end of the Korean war, Indian General K. S. Thimayya was
Chairman of the UN’s Neutral Nations Repatriation Commission that oversaw
the repatriation of prisoners of war from both sides. India adopted an equi-
distant stance at the Geneva Indo-China conference of 1954, eventually
serving with Poland and Canada (as the two aligned members) on the Inter-
national Control Commission monitoring implementation of the undertak-
ings agreed at Geneva.'® India was a ‘champion of pacific settlement of
disputes’ at the UN, contributing generously to peacekeeping missions in
the Suez Canal and the Congo, fielding the highest number of troops in
both cases.'®
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However, India was criticized in the West for applying double standards: ‘On
the one hand, the Government of India intensely desired to bring about a
change in the political system of the world by supporting all kinds of anti-
colonial and anti-imperialist movements, while on the other when faced with
a real situation India supported the maintenance of status quo in the name of
peace.”!” For example, although India was a vociferous critic of Dutch rule in
Indonesia, it was (at least overtly) less hostile to the French in Indo-China and
the British in Malaysia. Indian decision-makers (essentially Nehru), not unrea-
sonably, reserved to themselves the right to judge each case on its merits, and
rhetorically drew a fine distinction between nationalist and communist move-
ments to explain any perceived inconsistency in their positions. (Nehru was
sensitive to China’s support for communist movements in Indo-China and
Malaysia.) Eventually, India’s judgement did seem to falter: its failure to con-
demn the Soviet invasion of Hungary in 1956 (while decrying Western mili-
tary involvement on the side of Israel in the Suez crisis of the same year) led to
perceptions, which were to prove lasting, in the West of Indian duplicity.

Third World leadership

Near-universal decolonization was in many ways the perfect foil for India’s
international ambitions. As more Asian and African countries gained inde-
pendence, India, which had blazed a spectacular trail in seeing off Western
colonizers, began to assume a leadership role among former colonies and
spent considerable diplomatic resources cultivating their support. For ex-
ample, in 1954, India pressed successfully for special provisions in the GATT
for developing countries looking to protect their nascent economies from
international competition.'® Many of these countries found non-alignment
to be a useful organizing principle for foreign policy, if not in guaranteeing
freedom from foreign influence, at least in leveraging superpower competition
for greater economic aid from both blocs.

The Non-Aligned Movement (NAM) emerged out of initial consultations
between the leaders of Egypt, India, and Yugoslavia at Brioni, Yugoslavia, in
1956. The first summit of twenty-five non-aligned nations was held in Bel-
grade in September 1961. However, Nehru himself was never entirely in
favour of forming a global movement (or third bloc) based on non-alignment
(which to him was primarily India’s national policy toward the world)."?
C. Raja Mohan notes: ‘The NAM often complemented India’s pursuit of its
international objectives but never fully supplanted non-alignment’, which
was India’s foreign policy.?°

By the early 1960s, India began to realize that, through strength in numbers,
former colonies of the Third World could exercise considerable sway within
international institutions. As a result, it lobbied for the expansion of the
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UNSC, and was influential in the creation of the G-77 group of developing
countries that remains active to this day on economic and social issues within
the UN system alongside the group of NAM countries that address political
questions.?!

India’s relationship with the NAM suffered a setback in 1962, with the Sino-
Indian War. When China invaded, ostensibly to overturn India’s border claims
originating from the colonial era, there was little overt support for India from
the Third World. Only forty countries responded positively to Nehru’s inter-
national appeal for China to be declared an aggressor in November 1962, of
which only three were from the group of twenty-five non-aligned countries at
the time (Ethiopia, Cyprus, and Sri Lanka).?? Even more disorienting for
India’s foreign policy inclinations was the immediate support from countries
of the Western bloc during this episode. The USA dispatched a fleet to the Bay
of Bengal—only to recall it upon China’s unexpected withdrawal following a
month’s fighting. Nevertheless, some observers ironically recalled Nehru's
own original thought that the non-aligned should be non-aligned not just
with the power blocs, but also with each other.?® This exasperated Nehru and
commentators in India.

Nevertheless, India continued to play an active role in the UN and the NAM.
Delhi during the 1960s contributed significantly to the establishment of the
United Nations Conference on Trade and Development (UNCTAD) and the
United Nations Industrial Development Organization (UNIDO).** In 1963,
pressure by India and others yielded institutional changes that expanded the
UNSC and the Economic and Social Council to give African and Asian coun-
tries more representation.®

A global and Indian hiatus

The year 1964 was a significant one for India. In October, China conducted its
first nuclear test at Lop Nor, prompting India to advocate through the NAM
summit in Cairo the inclusion of non-proliferation on the UN'’s agenda for the
first time. But dwarfing all other developments that year for India was the
passing of Jawaharlal Nehru, who had scripted and overseen the implemen-
tation of the bulk of India’s policies toward the world since independence.
Following his death, India remained only as engaged in the UN and NAM as to
allow it to frustrate Pakistan’s attempts to isolate it multilaterally over their
bilateral disputes. Commenting on the Nehruvian era, Siddharth Varadarajan
recalls that Nehru was not driven by ‘abstract principles’ alone, but rather was
engaged in a quest for ‘strategic space’ for which he was dealt a very weak hand
in 1947.%° Srinath Raghavan’s important recent work on Nehru’s strategic
thought and foreign policy also severely qualifies a view of Nehru as primarily
an idealist.*’
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Nehru’s successors, especially his daughter, Indira Gandhi, after 1966, ar-
ticulated prominent, sometimes forceful, strains of realpolitik in their domestic
and international dealings. India and Pakistan went to war in 1965, evoking a
mixed response from the non-aligned countries, with more of them support-
ing Pakistan than India in part because of religious affinity. India was once
again disappointed (but this time not surprised) by the lack of a response from
the non-aligned nations. By 1969 an Indian minister was heard to declare, ‘We
have no friends, by sermonizing to everybody on what to do or not to do we
have alienated all. All the nonaligned countries are afraid to stand up and be
counted.’?® India’s profile in international organizations sharply declined in
the 1960s.>’

The relative eclipse of multilateralism in Delhi’s worldview and strategies
conformed to a broader pattern. Overall, the multilateral system took a back
seat for over two decades after the Cold War intensified in the 1960s. Largely
sidelined on security issues and in important international crises, the UN
turned its attention to socio-economic, environmental, technological, and
cultural issues.*” In the NAM, India’s engagement became ‘general, rhetorical,
and distant’.*! But India, a champion of technical cooperation for develop-
ment, contributed the largest number of technical experts under UN auspices
of any member state between 1951 and 1967.3?

Strategic departures

The nadir of India’s engagement with the United Nations and some other
multilateral groupings came in 1971. As the USA undertook a rapprochement
with China, with Pakistan acting as facilitator, India intervened in East Paki-
stan on humanitarian and strategic grounds, against the atrocities committed
by the Pakistani army on their Bengali compatriots. The resulting war brought
about the independence of East Pakistan as Bangladesh. India was roundly
criticized in the UN and the NAM for intervening in what was legally a matter
within the domestic jurisdiction of Pakistan. Despite the millions of Bengali
refugees that had crossed the border into India during the conflict, Delhi
found itself almost entirely isolated in the international community. With
hindsight, India’s stance in 1971, while a self-serving one insofar as it allowed
the breakup of its enduring antagonist Pakistan, should have evoked more
sympathy within the NAM and among Western powers, given the extreme
circumstances occasioned by Pakistan’s violent repression of the East Bengali
provinces ordered by its military leader, Yahya Khan. But in an age unfamiliar
with and unsympathetic towards humanitarian intervention, India’s actions
were seen primarily as aimed at dismembering a member state of the UN. India
escaped official censure by the UN solely because of the Soviet veto in the
UNSC, further to the Treaty of Friendship signed by Delhi and Moscow earlier
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in 1971. And because of this treaty India, having aligned itself on the USSR,
could expect little support from NAM.>? For the first time, India had eschewed
‘diplomacy by conference’ and opted for unilateral military action.

Delhi went on, in 1974, to conduct its first nuclear test, disregarding the
non-proliferation regime that India itself had championed just a decade earl-
ier. In defending its action, the Indian government described the test as a
peaceful nuclear explosion, and argued it was not in violation of the Non-
Proliferation Treaty (NPT), which it had never signed on the grounds that it
was unfairly biased toward the established nuclear powers. However, former
foreign secretary J. N. Dixit acknowledges that the test was at least in part
intended to provide the scientific basis for a future nuclear weapons pro-
gramme.*>* And the established nuclear powers were entirely unconvinced
by India’s rationale. This test prompted the establishment by a number of
states with nuclear capacities of the Nuclear Suppliers Group (NSG), intending
to control export of nuclear materials and technologies to states posing a risk
to the Nuclear Non-Proliferation regime. The launch of this group and its
subsequent ascendency alongside the International Atomic Energy Agency
(IAEA) consigned India to a type of diplomatic purdah in the field of arms
control and disarmament that was to dog its diplomacy and international
image until its successful negotiations with the USA on nuclear cooperation,
culminating in 2008. It then also convinced the NSG to approve (unani-
mously, as required within this forum) a new approach to safeguards on
nuclear transfers to India.*® Nuclear parity with China had been India’s un-
spoken objective in the lead-up to the 1974 test, but, whatever the aim, the
international community was wholly unsympathetic at the time.

During the 1980s, the Soviet invasion of Afghanistan, Vietnam’s invasion of
Cambodia, and the Iran-Iraq war all created divisions in the UN as well as
within the NAM. India, which was noticeably ambivalent on Moscow’s move
into Afghanistan (opposed on substance, but mindful of its alliance with the
USSR), grew further estranged from the NAM. In 1987, India intervened in
another NAM country’s internal affairs by air-dropping food into Tamil areas
of Sri Lanka, under domestic political pressure in the Indian state of Tamil
Nadu to aid the population there, caught in a rise between the LTTE and
Colombo.

By the end of the decade, Cold War tensions eased and rapprochement
between the United States and the Soviet Union, as well as China and the
Soviet Union, reinvigorated the UN as a forum for multilateral cooperation on
security issues.*® In this spirit, in 1988 at a special session of the UN General
Assembly, Rajiv Gandhi put forward an ambitious proposal for nuclear dis-
armament in a phased manner.*’
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Adjusting to a new world

Post-Cold War, the UNSC became considerably more active than it had been
over the previous two decades.*® The 1990s also saw a major increase in the
number of peacekeeping missions, to which India contributed generously.**
The rest of the multilateral system also thrived, with the exciting 1992 Rio
Summit on climate change that agreed on a framework convention, the
implementation of the Uruguay Round and establishment of the WTO (suc-
ceeding the less ambitious GATT) in 1993, the indefinite extension of the NPT
that same year, the adoption of the Comprehensive Test Ban Treaty (CTBT) in
1996, and the adoption of the Kyoto Protocol on climate change in 1997. In
all of these discussions India was active and often played a leading role (such
as at the Rio conference), but occasionally Delhi opted for a stance perceived
by some as that of a ‘spoiler’, for example in the run-up to agreement on the
CTBT in 1996.%°

In India, the most important development, as of 1991, was a raft of eco-
nomic reform promoting liberalization and deregulation that accelerated
India’s economic growth rate considerably and placed India onto the track
of ‘emerging’ nation status. These were opposed strongly at first by the Indian
political Left and Right alike, worried respectively about their impact on the
poor and the door they might be opening to Western values and cultures.

Meanwhile, the collapse of the Soviet Union hammered the final nail in the
coffin of non-alignment as a meaningful instrument. Political fragmentation
within India contributed to the emergence of divergent opinions on India’s
role in the world, while primarily economic objectives began to colour Indian
diplomacy. A new, essentially pragmatic, orientation emerged in Indian for-
eign policy, reflected in the statements of both Congress- and BJP-led coalition
governments in Delhi after 1991.*!

Many in the Indian foreign policy establishment and intelligentsia found
these transitions distasteful. But they applauded calls for a multipolar world, a
growing leitmotiv in Delhi’s global projection of Indian views.** More com-
plex, perhaps, was the adjustment to India’s shifting stance in international
economic negotiations, often bearing little relationship with the priority
given earlier to Third World solidarity (although the latter line was revived
whenever convenient). However, one set of analysts believed that at the WTO,
in the 1990s Indian officialdom retained ‘a mindset that had not fully
accepted the framework under which a market economy functions’.** Rajiv
Kumar comments: ‘Indian reactions to globalization [through the WTO]
cannot be considered independent of Indian reactions to liberalization.’**
Afro-Asian solidarity had little meaning in WTO negotiations where African
agricultural interests could be at odds with those of India, as Amartya Sen
tartly pointed out.*® India could no longer credibly claim to be ‘a spokesman
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of the Afro-Asians, the non-aligned, the under-developed and the small states’
and use the UN to enhance its stature in this manner at a time when it had
significant economic interests of its own to advance and defend.*® In any
event, the NAM was all but irrelevant on matters of security, being ‘politically
divided, economically differentiated and ideologically exhausted’.*’

India had little choice but to re-engage with the multilateral system, as it
required stabilization loans from the IMF and wider assistance from the World
Bank. In the newly formed WTO, India saw an opportunity for multilateral
leadership and in the growing UN debate on humanitarian intervention, the
need for active involvement in a key normative debate affecting more than
just UN philosophy.

Exploring alternatives: reform of the UN Security Council

Along with pragmatism in its foreign policy came the realization that increas-
ingly India would have to pursue less universal and abstract interests in
international forums, rather focusing on the promotion of its own evolving
interests. Moreover, as its economy took off, India inevitably started ascending
in the global hierarchy of influence and power. India’s economic growth on
the one hand cast it as a model for many other developing nations keen to
emulate its success, but also created a potential rift between it and the poorer
nations of the world, the support of whom it still might need on occasion.

Identifying early on an opportunity that India’s new economic dispensation
could create for it, Prime Minister Narasimha Rao in 1992 made a case for
expansion of the UNSC ‘to maintain political and moral effectiveness’.*®
Delhi was interested primarily in a permanent seat for itself. The US responded
in 1993 with the suggestion that UNSC expansion begin with Germany and
Japan only, with indications that any new permanent members might not
secure veto power.*” The American response served as a pointed reminder to
India of the cost its long history of anti-Americanism in multilateral institu-
tions could still carry.

In 1991-2, India sat as an elected member in the UNSC during one its
busiest periods, at grips as it was with Iraq’s invasion of Kuwait; Iraq’s subse-
quent repression of Kurds in the north of the country; the beginnings of the
disintegration of Yugoslavia, leading to a succession of wars featuring exten-
sive UN involvement; the humanitarian plight of Somalis; as well as ambitious
UN peacekeeping operations in Cambodia, Mozambique, and El Salvador.
India sought to temper the enthusiasm of Western powers and some others
for armed intervention (as opposed to consent-based peacekeeping), its inter-
ventions in Council debates later seeming prophetic of the risks then being
courted. Its then Permanent Representative in the Security Council, Chin-
maya Gharekhan, wrote:
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The Council has acquired the propensity to deal with all kinds of issues by the
simple stratagem of defining peace in holistic terms. The developing countries
[were], in a manner of speaking, the victims of their own cleverness since it was
they who took the initiative in defining peace in such broad terms to squeeze funds
from the affluent countries for their development plans. Now, there is practically
no restriction on the authority of the Security Council to legislate on any subject.>°

In 1996, India ran again for an elected seat in the UNSC. It competed with
Japan for the single Asian seat available and lost massively. Indian foreign
service members spoke privately of the debilitating effects on their campaign
of Japanese ‘chequebook diplomacy’ in the developing world—and doubtless
this factor played a role—but it seemed to occur to few in Delhi that the caustic
performance of its delegation at the CTBT conference earlier that year might
have alienated not a few of its NAM partners as well as many in the West.>!

After this experience, India increasingly believed that as the world’s second
most populous (and leading developing) country it should be entitled to a
permanent seat. Contention within the Council in 1999 over Kosovo, in
2002-3 over Iraq and its decisive resolution supporting US self-defence after
the events of 11 September 2001 were doubtless further elements leading to
Indian irritation that it was not part of these systemically important conver-
sations.

Thus, losing patience with the endless and circular discussions among UN
member states on whether and how to achieve UNSC reform, in the run-up to
the 2005 UN Summit, India banded with Brazil, Germany, and Japan (together
known as the G-4) in order to press for the creation of four new permanent
seats for them (and another two for Africa, as well as four further elected seats).
The G-4 essentially argued their case on the basis of entitlement to the seats
given their weight in international