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ABSTRACT
Since 1991, India's leaders have sought to engage in new
thinking for new times. The collapse of the Soviet Union and the
Eastern bloc, and hence of the special Soviet-Indian economic
relationship, reinforced by frustration with the disappointing
performance of the Indian economy, obliged India to make a
fundamental reassessment of its economic and strategic stance. The
Indian government initiated an ambitious reform progranune,
designed to open up and liberalise a highly inwardlooking and
regulation-bound economy. In addition, India's long-standing
orientations, to Europe, North America, and Russia, came under
question. India decided, as part of the reformulation of the full range
of its international relations, to 'Look East' in order to improve and
consolidate its relations with its neighbours to the east, especially in
East Asia and Southeast Asia, but also in Australia and New Zealand
and elsewhere in the broader Asia-Pacific region.

This volume, which draws on a conference held at the
Australian National University in December 1.994, presents
assessments of the various dimensions of India's new eastern
orientation. To ensure continued success with its Look East initiative,
the editors argue, India will need: to maintain and consolidate its
economic reform programme; to get its fractious South Asia'house' in
order; to maintain positive relations with the other powers which are
either 'Asian' or else have substantial Asia-Pacific interests; and, to
ensure that it pursues a pragmatic,low-key diplomary.

Canbera Papers on Strategy and Defence are a series of monograph
publications that arise out of the work of the Strategic and Defence
Studies Centre at the Australian National University. Previous
Canberra Papers have covered topics such as the relationship of the
superpowers, anns control at both the superpower and Southeast
Asian regional level, regional strategic relationships and major asPects
of Australian defence policy. For a list of New Series Canberra Papers
please refer to the last pages of this volume.

Unless otherwise stated, publications

of the Centre are

presented without endorsement as contributions to the public record
and debate. Authors are responsible for their own analysis and
conclusions.
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INTRODUCTION
Stephen Henningham

At the onset of the Gulf War, many members of the Indian
intelligentsia confidently predicted, sometimes publicly, a'desert
Vietnam'. The dramatic, rapid American and allied military triumph,
whatever the conflict's continuing complexities and ambiguities,
provided yet further evidence for India's leaders and opinion makers
that a new, uncertain era in world affairs had begun.
Since 1991, India's leaders have sought to engage in new
thinking for new times. The collapse of the Soviet Union and the
Eastern bloc, and hence of the special Soviet-Indian economic
relationship, reinforced by frustration with the disappointing
performance of the Indian economy, obliged India to make a
fundamental reassessment of its economic and strategic stance. The
Indian government initiated an ambitious reform prograrune,
designed to open up and liberalise a highly inward-looking and
regulation-bound economy. In addition, India's long-standing
orientations, to Europe, North America, and Russia, came under
question. India decided, as part of the reformulation of the full range
of its international relations, to 'Look East' in order to improve and
consolidate its relations with its neighbours to the east, especially in
East Asia and Southeast Asia, but also in Australia and New Zealand
and elsewhere in the broader Asia-Pacific region.

This volume, which draws on a conference held at the
Australian National University in December 1994, presents
assessments of the various dimensions of India's new eastern
orientation. While making no claim that the treatment herein is
exhaustive, we trust that it does consider the main features - economic,

strategic, and diplomatic - of India's 'Look East' stance. No attempt
was made to impose a common view on the various contributors, and
each author is responsible for the contents of his or her own chapter.
At the conference, some convergences of view emerged, but so did
some lively differences.

The collection begins with contributions by Ramesh Thakur
and ]asjit Singh which place the Look East stance in broader
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perspective. These authors emphasise that India is too significant a
power, with too many broader interests and entanglements, for it ever
to wish to take an exclusively Look East stance. The key issue rather is
that of the balance India reaches between its Asia-Pacific and its wider
concerrls.

fasiit Singh (chapter two) underlines the extent to which the
end of the Cold War era marked a decisive shift in the structure of
intemational relations. He argues that a multipolar world is at present
emerging, in which India will be a major centre of power' India's
particular geostrategic context, he suggests, consists of a 'Southern
Asia'which comprises not only South Asia and Southeast Asia but also
China, the southern Soviet-successor states, and Westem Asia. India
will continue to explore opportunities for greater engagement with
Southeast Asia and with the Asia-Pacific regional bodies essentially
based there. But, he suggests, if India finds it is not wanted, it will not
press its case. For his part, Ramesh Thakur (chapter one) stresses that
India's interests and connections are global in nature. He argues that
they are likely to remain so, but adds that there are also sound reasons/
especially in the political and strategic areas, for India to develop its
links to the east.

In fact India's trade with several countries to its east had
increase even before the initiation of liberalisation measures
to
begun
and an'eastward' orientation, as S.P.Gupta points out (chapter four).
But India's trade and investment links with long-established partners
in Europe and North America remain strong. They will continue to be
important, despite India's increased emphasis on the Asia-Pacific
region. Continued progress with India's reform measures should
provide opportunities for greater trade connections. The outlook on
investment is less clear, though here too there is scope for expanded
Asia-Pacific involvement. So far India has looked to its Asia-Pacific
neighbours in part to 'take up the slack' following the collapse of its
privileged but ultimately stultifying economic links with what was
then the Soviet bloc. India remains anxious lest any trend towards the
emergence of sharply delineated trade blocs leaves it out in the cold.
So it supports continued international trade liberalisation, while also
seeking to explore medium-term prospects for closer cooperation, and
possible eventual membership, of trade groupings in the Asia-Pacific
region.
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India's Look East initiative has focused especially on
Southeast Asia. Sandy Gordon (chapter nine) argues that India is
pursuing economic and strategic opportunities in Southeast Asia, both
on their own merits and because India sees this region as a point of
entry into the wider Asia-Pacific area. Overcoming initial distrust, and
despite irritation over its pretensions to leadership, India has had
considerable success, since 1991, in developing its connections with
individual regional countries, with ASEAN, and with other
international organisations which, although their scope is wider, are
essentially based in Southeast Asia. All going well, closer Indian
engagement with Southeast Asia should bring mutual economic
advantage. In the longer term, it could also contribute to a multipolar
balance in East Asia, diminishing the risk of a bipolar China-Japan
confrontation.
One complicating factor for India relating to Southeast Asia,
however, is Burma's stance, in the light of the close relationship which
its military regime has established with China. Andrew Selth suggests
(chapter eight) that fears of a prospective Chinese naval base on
Burmese territory are exaggerated, and argues that in due course the
regime may seek to distance itself from China. Though legacies of

distrust will be difficult to overcome, India may in due course
welcome opportunities to improve its relations with Burma, both to
secure its flank and in pursuit of economic opportunities.

Despite Indian irritation over Sino-Burmese relations, and
continuing tensions over border and other issues, India and China
have mostly sought to improve their overall relationship in the period
since 1991. Yet J. Mohan Malik argues (chapter six) that their relations
over the next few decades are likely to be marked more by rivalry and
competition than by cooperation. China takes India's great-power
claims and aspirations less seriously than India would wish; India
fears that China plans to project its influence, via Burma, into the
Indian Ocean region. Japan, Korea, Taiwan, and several of the
Southeast Asian countries have displayed some concern about China's
future role in the Asia-Pacific region. For India, with respect to several

of its neighbours to the east, this concern provides an opportunity,
insofar as it is able to present itself as a prospective counterweight to
China in the evolving Asia-Pacific balance.
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India's efforts to develop its relations with ]apan form an
important part of its Look East stance, given |apan's status as the
leading economic power in the region. As Satu Limaye points out
(chapter seven), these relations were rather distant during the latter
decades of the Cold War period, but have since begun to improve.
Overall, though fapan is India's leading overseas development aid
donor, the economic relationship still lacks substance, though
prospects are good for further development provided India pursues its
reform programme. Strategically, as the various Asian powers respond
to the emerging strength of China, there may be scope for closer
cooperation in due course, despite the obstacles created by India's
nuclear stance, and by the fractiousness of the South Asian states in
general and India and Pakistan in particular.

India's relationship with the United States of America,
especially with respect to that power's relations with the Asia-Pacific
region, has also been problematical. The relationship has required
sharp redefinition in the post-Cold War era. A background of distance
and distrust has been complicated by the uncertainties of the United
States about its precise role in the Asia-Pacific region. India claims
great-power status, and expects that its Present economic reforms will,
over the next decade or so, provide a firm foundation for that claim.
But the United States recalls India's quasi-alignment with the Soviet
Union during the Cold War era. And as the bilateral relationship
develops, some American opinion leaders may complement
knowledge of India's liberal-democratic federation and of its recent

economic reforms and improved economic performance with an
awareness of human rights issues, including the inequities of the caste
system, and of the poverty of a large proportion of the Indian
population. For example, Hillary Rodham Clinton's visit to India in
March 1995 provided an occasion for a heightened emphasis on
women's rights and other human rights issues.
Nonetheless, as George Tanham details (chapter three), IndoUS relations have begun to improve, and considerable scope exists for
the development of greater substance and warmth. Much will depend,
though, in this instance as in others, on the maintenance of the
momentum of the economic reform process. In addition, one suspects,
India will need to continue to be more pragmatic and business-like and
less self-righteous and demanding in its diplomatic stance. And the
nuclear issue will remain particularly contentious.
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India's status as a nuclear-threshold power is indeed a key
feature of India's international posture. India is likely to remain
committed to the nuclear option, as Brahma Chellaney points out
(chapter five), except in the unlikely event of global denuclearisation.
Indian strategic planners are concerned about China's ambitions, and
its growing military and particularly nuclear arsenal. China's links
with Pakistan complicate the already tense Indo-Pakistani relationship,
as does Pakistan's nuclear-threshold status. Since the early 1990s, of
course, budget cuts in the context of the economic reform process have
reduced India's defence expenditure. But this trend in fact encourages
a sharper focus on the nuclear option, because nuclear deterrence
capabilities, despite their high absolute cost, are relatively cheap, and
are perceived as more effective than conventional alternatives.

For its part, Australia will be following the nuclear issue
will be seeking to place relations with India on
a more substantial and enduring basis. In April 1993, a senior
Australian official privately described Australian links with India as,
closely, and meanwhile

'... for the last twenty years, the relationship which we have been just
about to have'.

As Meg Gurry points out

(chapter ten), Australian

governments have episodically shown interest in India over the last
half century, initially in the 1940s and early 1950s and then again in the
1970s and 1980s. Circumstances were formerly not propitious for the
development of a more substantial relationship, but since about 1990
they have changed markedly for the better. With the end of the Cold
War and the collapse of the Soviet Union, India is no longer seen as
connected to the 'enemy camp'. India's economic liberalisation and

improved economic performance provide new opportunities. And
India's Look East stance replaces its earlier indifference. Curry
suggests however that, for the bilateral relationship to become fully
consolidated, it will need reinforcement by multilateral connections at
the regional level, and by favourable international trends. These
regional multilateral connections could be with the various AsiaPacific international organisations. Alternatively, or in addition, they
could be within the framework of the new institutions which may be
developed in due course in the Indian Ocean region.
What does India need to do to ensure continued success with
its Look East initiative? The Indian government is likely to find, in the
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view of the editors of this collection, that four key measures

are

pursued, will be mutually
reinforcing, consolidating India's movement to greater prosperity and
prominence.

necessary. These measures,

if effectively

First,India will need to maintain and consolidate its economic
in part by'selling' the reforms more effectively to
reform programme,
-electorate,
and in part by ensuring that benefits begin to flow
a rrlass
sufficiently widely to ensure that the reform process gathers broad
support. India is a federal democracy, and its politics are
conhontational and often bitter. It has an emerging middle class, even
though the dynamism and spending power of that grouping is
exaggerated in some accounts. But it has also has a large mass of poor,
in both the cities and countryside, as well as many regional and social
groupings which feel a strong sense of relative disadvantage. Vested
interests, in the regions, in business, and in the trade unions, are
strongly entrenched. Among many public servants, especially at the
state level, a culture of obstruction and corruption prevails. It is a
daunting task to seek to shift the emphasis in Indian politics from
struggling over shares in the existing 'cake' of economic benefits to
helping to create a larger cake which will bring bigger shares for all.
Infrastructure is characteristically poor and neglected, and will require
substantial upgrading. Meanwhile the environmental and social costs
of rapid growth will need sustained and creative attention. The
confidence of the national government has been shaken by the results
of the state elections in December 1994 and in February and March of
1995, in which the opposition parties won control of several important
states, including the economically dynamic states of Maharashtra and
Gujarat and the second most populous state, Bihar. The outcome of the
national elections in May 1996 will provide an indication of how
quickly, how far, and how effectively the reform Process is likely to be
pursued over the remainder of the decade.
Second, in order to maximise the opportunities involved in the
Look East initiative and more generally in its opening to the wider
world, India will also need to get its fractious South Asia 'house' in
order. In view of its size and economic strength, India will inevitably
continue to be the dominant force in the South Asian region. It needs,
however, to exercise this position of leadership responsibly and
diplomatically, in order to maximise mutual economic and political
advantage, and to minimise the costs of regional conflict and
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instability. In particular the vexed problems of Kashmir and of IndoPakistani relations require a fresh approach, which will defuse the
level of tensions, possibly by some form of interim settlement which
postpones the consideration and resolution of difficult and contentious
issues to a later time when they can be considered more calmly and in
an atmosphere of greater muhral trust. It is certainly in India's
interests to tackle and to make some progress in resolving these
various problems, because India's international standing as the leader
of a more cooperative and forward-looking South Asian region will be
significantly increased.

Third, India will need to establish and maintain effective
relations with the other great powers which are either'Asian' or which
have substantial Asia-Pacific interests and connections. India and
Russia have converging concerns about what they assess as the
growing political role of Islamic radicalism in southern Asia, and there
are prospects for the rebuilding of their economic relationship when
economic conditions in Russia stabilise. India has worked hard in
recent years to improve its relations with China, and this effort must
continue in the post-Deng environment, once the succession process is
completed. While China and India may be in some respects natural
rivals for the leadership of Asia in the longer term, there are also good
reasons why they could become associates, to mutual benefit. India,
like the other powers of the region, must do what it can to check any
tendency to Chinese isolationism; it is crucial for both economic and
strategic reasons that the Chinese remain closely engaged with the
Asia-Pacific region and with the wider world. With ]apan, India needs
to develop a more substantial economic relationship, which would
provide the basis for a more comprehensive interaction between these
two powers, to mutual benefit. With respect to the United States of
America, India has been engaged in shrugging off the baggage of the
Cold War era, and relations have begun to improve significantly. As

the economic relationship between the two powers

further

consolidates, there may be scope for a greater convergence in strategic
and defence thinking, and for more effective cooperation on several
issues, notably with respect to the Indian Ocean region.

Fourth, and finally, India will need to ensure that it pursues a
pragmatic, low-key diplomacy. Members of the Indian 6lite are justly
proud of India's rich cultural heritage, and are conscious of India's

standing as the world's second-most-populous state and as

a
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substantial industrial and military Power. Too often in the past,
however, Indian governments and their representatives have been
inclined to assume India's right to a leadership role, without taking
account of the interests and goals of other Powers and groupings of
powers. India's claims to precedence and consideration will continue
lo depend less on the achievements of south Asian civilisation than on
India's economic performance and on the ability of its governments
and their representatives to carry forward India's diplomacy in a
businesslike and forward-looking manner. one great resource for
India in this regard is the lndian diaspora, which includes many highly
qualified and talented people with a greater sensitivity than some of
their counterparts at home to foreign cultural styles and expectations.
For Australia, India's opening to the world in general and its
efforts to develop its relations with the Asia-Pacific region in particular
offers great opportunities. But, as is discussed in more detail in the

concluiion to- lhis volume, Australia will need to ensure that the
development of richer and more extensive relations with India
proceeds in a way which complements rather than conflicts with the
existing structures and pattems, so arduously put together over the
last deiade or so, of its interaction with the countries and groupings of
the Asia-Pacific region.

CHAPTER

1

BETWEEN EAST AND WEST,
FROM SOUTH TO NORTH
Ramesh Thakur
For most of the period since it attained independence, India's
closest security links were with the Soviet bloc to the north; its closest
educational and people-to-people links were with the WesU its closest

political links were with countries

of the South; and its

closest

economic ties were spread more or less evenly between the West, the
Middle East and the Soviet bloc. Only in terms of historical, religious
and cultural links could India be said to have had a deep relationship
with Southeast and East Asian countries.
India's traditional world was turned topsy-turvy by the start of
the 1990s. In a perverse fulfilment of Manist prophecy, it was the
communist Soviet state that withered away. The combination (or, as
Bertie Wooster would say with a little help from Ieeves, the catenation)
of circumstances - the implosion of India's most important bilateral
diplomatic ally and trading partner, the end of the Cold War, the
apparent triumph of US liberal internationalism, and the crisis of the
Indian economy - made it both opportune and imperative that India
critically re-examine the fundamentals of its domestic and foreign
policies.

In a press interview in November 7994, the muchlauded
Finance Minister, Manmohan Singh, said that by virtue of its
geographical location, India was an ideal link between East, West and
South.l In this paper, I will take it as a given that India's closer
identification with Asia to its east is inevitable and irreversible as well
as desirable. Yet this should not obscure the fact that relations with the
West have become more, not less, important. Moreover, the breadth,
depth and diversity of India's long train of interests ensure that its
reach must remain global even while its grasp extends eastwards. And
Reuters report on India News [Electronic] Network Digest, Yol.2, No.4l8,
November 1994.
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finally, rather than aiming to be a leader of the coalition of the poor,
India should extend its reach to making the transition from the South
to the North, principally through getting its economic and trade
policies right.
Political
Instead of presenting a survey of India's relations region by
it might be more useful and interesting to approach the toPic
thematically. I will do so in terms of India's worldwide scatter of

region,

political, cultural, security and economic interests, since foreign policy
is supposed to be interest-driven.
Nonalignment
India is a founding and influential member of the nonaligned
movement (NAM). The world has changed to such an extent that,
logically speaking, professions of nonalignment are now nonsensical.
It was a historically specific policy peculiar to the exigencies of the
Cold War. With the end of the Cold War, the poliry is conceptually
and operationally meaningless. The West has triumphed politically
and economically, the Soviet Union has disintegrated, Russia and the
other successor-states are impoverished, and democratisation and
marketisation are in vogue. I have argued elsewhere that in such a
world, pragmatism and prudence combine to suggest a radical
reorientation of India's foreign poliry.2 But so long as NAM is not
disbanded, it provides India with a mechanism for playing an

international

role independently of the maior Powers.

The

corresponding cost, I might add, is that it keeps India down,
perceptually speaking, at the level of a non-maior power. The
leadership role it provides is that of the poor and the weak, not the rich
and the powerful.

See Ramesh Thakur, The Politics and Economics ol India's Fteign Policy (C. Hurst,
Oxford Univcrsity Press, St. Martin's Press; London, New Delhi, New York; 1994),

ch.l.
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The West

It is easy to overlook the extent of congruence between Indian
and Western political values. The fact is that India's modern political
system is the product of British tutelage. The principles, structures and
sentiment of government are all legacies of British ru1e.3 As a result
India's parliamentary politics has more in common with politics in
Australia, Britain and Canada than in Indonesia, Singapore or South
Korea. India's Western credentials also include extensive academic
links. Its expanding middle class is enamoured of the Western lifestyle;
the Indian 6lite is partial to the major Western newsPapers and
joumals; and virtually every important Indian family has a member
resident in the West.
To an extent also the leaders of independent India inherited
the anti-American prejudices of their British former rulers. For this
and other reasons India used to view the United States as being
obsessed with anti-communism, insensitive to the precept and practice
of nonalignment, prone to relegate developing countries to the status
of pawns on the chcssboard of great-power rivalry, prepared to use its
global economic clout to ensure hegemony over the'Third World', and
corrupted by vulgar materialism and hedonism. For their part,
Americans were irritated by India's policies on Korea, Coa, the
Vietnam War, the Arab-lsraeli conflict, the US base in Diego Carcia,
the Non-Proliferation Treaty (NPT), and the Soviet invasions of
Hungary, Czechoslovakia and Afghanistan.
Prime Minister P. V. Narasimha Rao's visit to the United States
in May 1994 was the first by an Indian prime minister since Rajiv
Gandhi's in 1987. By all accounts it was very successful, not the least

characteristically low-key approach adopted by Rao.
Washington has rediscovered India as a bastion of well-established
democracy. The reinterpretation of India's role in South Asia has been
helped by US perceptions of the country being more liberally inclined
in its economic policy, and by a reassessment of India as a potential
force for stability in a troubled region.

for the

A perennial problem in Indo-US relations is that a policy of
ill at ease with the facts of

equivalence between India and Pakistan sits

For details, see Ramesh Thakur, Thc Gooernment and Politics of India (Macmillan,
London, 1995), pp.38-45.
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India's dominant position in South Asia. Events in Afghanistan and
up shared fears about a budding Islamic
confederation. With the Cold War won, Soviet troops out of
Afghanistan and the Soviet threat to America having collapsed,
Washington no longer has any reason to put strategic global interests
ahead of regional calculations in its dealings with Pakistan.

Central Asia stirred

The legacy of European political values and institutions
notwithstanding, on human rights issues India shares fairly
widespread Asian unease at efforts to impose Western conceptions
and standards on the whole world. Despite considerable variations in
regime types across Asia, many Asians share the view that there must
be a reciprocal web of rights and obligations between individuals and
the community. At the UN human rights conference in Vienna in fune
1993, China and India made common cause in resisting Western

proposals

for

strengthening

the normative instruments

and

enforcement machinery of the global human rights regime. The focus
of Western concern and Indian anger tends to be on alleged human

rights abuses by security forces in Kashmir and Punjab. The
governments of most Asian countries, including India, reflect a
national consensus that, in the use of force between separatists and
security forces, the presumption of right must lie with the latter. This,
even though it may be close to the classical Western position that the
state has a monopoly on the legitimate use of force, puts many Asian
governments at odds with today's political correctness in parts of the
West: that recourse to force by separatists may be justified but by
government troops acting against them is never justified. Even so, the
fact that human rights watchdogs within India are now seriously
taking up charges of transgrcssions by police and military units should
help to moderate this potcntial for tension in India's relations with the
West.

A second reason for Indian anger with the United States in
particular on the subject of human rights is that Pakistan, despite its
record in Kashmir and Punjab, has not been put on the United States'
list of states sponsoring international terrorism. In 1993 and 7994,
Amnesty International and Human Rights Watch documented a range
of human rights abuses by Indian security forces. In September1^994,
the Washington-based Human Rights Watch Arms Project published a
60-page report which documented many abuses against innocent
civilians by militants in Kashmir and Punjab, and traced much of the

Between East and West, from South to

North

13

militants'arms to money and weapons given to Pakistan's intelligence
agencies by the United States after the Soviet invasion of Afghanistan.

Pursuing a policy of macrorrunagement and non-interference,
Washington left the disposition of the money and arms in the hands of
Pakistani agencies. According to the Proi:ct, 'The deliberate US efforts
to evade accountability for the diffusion of arms, and its continuing
silence regarding its responsibility, has contributed to the abuses' by
the militants; massacres in public places, surrunary executions,
kidnappings and rape.4

Russia

In contrast to the traditionally cool Indo-US relationship, ties
between Delhi and Moscow were until recently broad and deep.s
Now India has to deal with a Russia that is Eurocentric, and
economically dependent on Western largesse, with neither the interest
nor the resources to prop up Third World regimes. But even here there
have been some positive developments. Specifically, the double
mismatch - of a parliamentary democracy-communist regime and a
mixed economy-command economy - has been removed.

Another measure of permanence in the Delhi-Moscow
relationship lies in Russia's Asian identity. The three giants of Asia are
China, Japan and India. China and Japan are more crucial than India to
Russia's security and economy. But unlike Russian relations with the
former, there is neither a history nor prospect of military or territorial
conflict between India and Russia. They are united also in opposition
to fundamentalist and ethnic movements. Governmental authority has
crumbled in Kabul. If Afghanistan unravels, turbulence would spread
into proximate Kashmir and Central Asia. Conflicts in the region
involve ethnic groups spread across several political frontiers and
jeopardise the safety of large numbers of Russians. There is thus a
fresh basis to India and Russia establishing a bridge across Southwest
and Central Asia: to seek to contain turbulence which threatens their
respective border regions.

4

See

M. Rahman, 'An Arsenal of Evidence', lndiaToday,30 September 1994, pp.38-

39.
5

See Ramesh Thakur and Carlyle
(Macmillan, London, I 992).

A. Thayer, Sooiet Relations with India and Vietnam
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SouthAsia
Before looking east, India might be better advised to focus first
on its Jwn region. South Asia's combined population of
foremost
and
1.13 billion (US) represents 21'4 per cent of the world's people' It is a
population characterised by poverty, illiteracy and low life exPectancy.
birtt Asian counhies do not fare well on these measures even by
developing-country standards, let alone by world or industrial-country
standaids] In addition, most of them are racked by problems of
internal security and economic scarcities which threaten them with
political destabilisation and territorial disintegration. Successful South
Asian regionalism would enhance each country's global importance,
influence and role; enable other South Asian states to exercise a

moderating influence

on India; and promote the economic

development of all states in the region.

Its neighbours have tended to view India as over-armed,

overweening ar,d 'orrer here'. Yet by size, location and power India is
and will ever be the principal actor in South Asian international
relations. It accounts for 77 Per cent of South Asia's total population,
73 per cent of its land u."" und 75 per cent of its economic product.5 Its
poiitiott in the region is distinctive also for the fact that all other states
iave the Maldives share a border with India but not with any other.
India is the hub with spokes running to all the other states in the
region, so that South Asian international relations revolve around
India.

The potential for cooperation between the South Asian
countries is vast: combating of terrorism (instead of harbouring, if not
financing, training and otherwise encouraging one another's
terroristJ), drug trifficking and smuggling; integrated flood control

programmes; coordinated environmental policies in a common pursuit
of sustainable developmenu ioint marketing of tourism and so on'

Prospects for regional cooperation could be maximised by
strengthening the institutional framework of the South Asian
Association fbr Regional Cooperation (SAARC). The association could
also serve as the local point of more liberalised and open trading
arrangements in the region. The other countries of South Asia would
These percentages are based on calculations from figures provided in International
Bank fbr Reconitruction and Dcvelopm ent, World Deoelopment Reprt 7993 (Oxford
University Press for the World Bank, New York, 1993).
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do well to remember that instability as well as prosperity in India will
have major flow-on effects on all its neighbours.
South Asian countries could also cooperate in responding to
some foreign policy issues of common concern. For example, there is
evidence to suggest that South Asian women (from Bangladesh, India,
Pakistan and Sri Lanka) are being exploited and abused as migrant

workers in thc wealthy Middle East countries. The South Asian
countries would be better able to act as custodians of the welfare of
their citizens working in the Middle East if they coordinated their
investigative and protest activities instead of dividing their responses
along ethnic, national and religious lines.
Originally, a principal impulse to West European integration
was the political motive of avoiding another major war in Europe.
South Asian countrics would appcar to be in the early stages of a
curvilinear relationship between integration and conflict-avoidance.
There is insufficient interaction between countries other than India to
generate much conflict bctween them; sufficient interaction between
India and its neighbours to produce periodic clashes of interests with
most countries in India's bilateral relations; and no movement towards
greater interdependencc that would amcliorate conflict between India
and its neighbours.
Econonric integration as

a

means

of promoting peaceful

relations among regional countriesT would be especially valuable if it
could provide the institutional underpinning to democracy in South
Asia. For democracies, we are told, do not go to war against one

another.8 India could exploit the putatively invariant inverse
relationship between democracy and war by embedding democratic

structures and processes in South Asia in a regional organisation. From

the point of view of the smaller countries, a strengthened regional
For a recent application of this thesis to the Indian subcontinent, see Amit Kumar,
'Peace through a South Asian Economic llloc', Peace Magazine, Vol.l0, No.5,

Novcmber 1994, pp. 17-19.
Michacl W. Doylc, 'Liberalism and World Politics', American Political Scbnce
Reobw, Yol.80, No.4, l)ccembcr 1986, pp.1151-69; Nils Petter Gleditsch,
'Dcmocracy and I'cacc: Good Ncws for l-luman Rights Advocates' in Donna
Comien (ed.), Broadening the Frontiers of I luman Rights: Essays in Honour of Asbjorn
Eide (Scandinavian Univcrsity I'ress, Oslo, 1993), pp.287-306; David A. Lake,
'Powerful Pacifists: Democratic States and Vtlar', American Political Scicncz Reaiew^
Vol.85, No.l, March 1992, pp.24.37; and Bruce Ilussett, Grasping the Democratic
Peace (Princeton University Press, Princeton, 1993).
See
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organisation with a broadened agen{a.-would help to manage the
p.6Ut"- of India's power, iust as the ECIEU has helped to manage the
problem of German Power and ASEAN that of Indonesian Power'
Pakistan
The main driving power behind the European Union's success
has been the determinutlon of its two largest members, France and

Germany. The chief engine for the growth of South Asian integration
must similarly be determined cooperation between the two main
powers in South Asia, namcly India and Pakistan. Pakistan has been a
ientral concern of Indian foreign policy since independence. Kashmir
is a cancer that has poisoned Indo-Pakistani relations for 47 years' The

historv of Indian control over Kashmir since 1948 has left several
harmiul legacies.g Once the Kashmir problem is resolved one way or
another, tliere is no reason why India and Pakistan could not turn
away from tension and hostility to a new chapter of cooperation and
good relations.

There would also be external benefits. A popular solution
would rid India of its biggest international embarrassment, shed a
mapr liability in courting relations with the Arab and other Islamic
*orld, dilute the basis for antilndia security cooperation between
China and Pakistan, and erode the basis for a strategic partnership
between Pakistan and the United States.

lsrael
Its Israel policy has been one of the great anomalies of India's
foreign poliry. The pterrarications of India's Poli"y towards Israel
prou6t ed Isrieli resentment and US cynicism about India's moral
iuthority, while neither materially assisting the Palestinian cause nor
buying Arab goodwill against Pakistan when the chips were down'
Israel's relations with India are now said to be the closest
between the Jcwish state and an Asian country in three decades.
Ambassadorial relations were established in fanuary 1992. since then,
bilateral agreements have been signed in agriculture, aviation, science
and tourism. Trade and tourism are picking uP. An Indian
See

Thakur, The Politics and Eanomics of India's Foreign Policy,pp'53-58'
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parliamentary delegation, led by Speaker Shivrai Patil, paid a four-day
visit to Israel in November 1994 and held meetings with President Ezer
Weizman, Prime Minister Yitzhak Rabin and Foreign Minister Shimon
Peres.

fudaism and Hinduism are amonB the world's most ancient
civilisations. India is the world's most populous democrary, Israel the
Middle East's most notable. The flaws of Israel's democracy are no
greater than those of India's. Cood relations between the United States,
the European countries, Israel, India and fapan, linked appropriately
to southern hemisphere democracies,lo would form an impressive arc
of democratic coalitions encircling the globe.

Cultural
The scatter of Indian interests is mirrored in the dispersal of
Indians around the world. The Indian diaspora is shown in Table 1:1.
The British bequeathed to independent India the legacy of large
numbers of Indian labourers who had been transported to various
parts of the British Empire, including Southeast Asia. By urging such
people to identify with the laws and peoples of their host countries,ll
New Delhi helped to assuage anxieties among Southeast Asian
governments about a potentially troublesome issue. Another major
cultural link that India has with the Asia-Pacific region is through
religion. Buddhism originated in India, and has spread eastwards to

several Asian countries. This makes India
sentiment for many Asians.

a permanent focus of

10

In September 1994, the Minister of State for External Affairs, Salman Khursheed,
said that after Southeast Asia, Australia is'the next logical country'in India's'Look
East' strategy. Interview with Blsiness Timcs; Inilia News Netunrk Digest, Yol.2,
No.350, 2 October 1994. For a useful survey of Australialndia relations, see Sandy
Gordon, The Search fn Substance: Australia-India Relatbns into tlu Nineties and
beyond (Australian Foreigr Policy Publications Programme, Australian National

11

See,

University, Canbena, 1993).
for example, Nehru's speeches in the Constituent Assembly on 4 December
7947 and 8 March 1948, and in the Lok Sabha on 2 September and 17 December
7957;in Jawaharlal Nehru, Indra's Foreign Policy: Sekcted Speechzs, SepEmber 1945April 1.961. (Ministry of Information and Broadcasting New Delhi, 1951), pp.12731.
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TABLE 1:L
ON OF INDIAN S OVER S EA S, I97 OI 7I-I990
/71*

1990/91,*

18 000

90 000
300 000

7970

Australia & New Zealand
Fiii
Southeast Asia

Middle East
Mauritius
Africa (excluding S. Africa)
South Africa
Western Europe
UK
Canada

USA
Trinidad
Total

*
+f,

I 97

266m0
1 360000

63
575
330
620

000
000
000

000

1 400 000
>1 000 000
700 000
300 000
>1 000 000

130
840
500
800

10 000

750
52
32
350

000
000
000
000

c.4 500 000

000

000
000

000

400 000
c.8 500 000

The 1970/71 figures are for all South Asians.

The 1990/91 figures are for ovcrscas Indians, excluding other South

Asians. All are rough and roundcd.
Sources: The 1970/77 figures are from Hugh Tinker, The Banyan Tree: Overseas
Emigrants from India, Pakistan, and Bangladesh (Oxford University Press,
Oxford, 7977), pJI2. The 1990/91 figures are from Prahlad Kasturi and

Sonali Malik, 'NRI and Indian Development: Channeling Funds for
Investment', paper presented at the Eastern Economics Association
convention, Boston, 18-20 March 1994; Natt Zealand Oft'icial Yearbook
1994 (Statistics New 7,ealand, Wellington, 7994); Year Book Australia
1992 (Australian Bureau of Statistics, Canberra, 1992); and Whitaker's
Concise Abnanack1995 (J.

Whitaker & Sons, London, 1994).

Similarly, India is home to one hundred million Muslims,
which should give it an automatic entr6e into the politically influential
Islamic world and make it an important geographic link between
Southeast Asia and the Middle East.
Virtually any name from India's Who's Who, Muslims as well
will have an immediate family member living in the West.
US census data make interesting reading for students of Indo-US
as Hindus,
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relations.l2 Between 1980 and 1990, the number of Indians in the
United States grew by 126 per cent, second only to the Vietnamese
who grew by '134 per cent. Their mean family income was g59,777,
which was 25 per cent higher than the national average and second
only to ]apanese-Americans among all ethnic groups in the country.
Indians are reputedly well educated (with more than 5,000 being
faculty members at US universities), hard-working and at an
advantage because of familiarity with the English language. Moreover,
they are inclined towards an active political role. Numbering more
than 50,000 in each of California, New York, Illinois, Texas and New
fersey, they could exert a significant political influence in these five
states.

Security

India's security concerns are focused mainly on Pdkistan,
residually on China, and prospectively on simultaneous force
deployment at maximum alert on two fronts. Short of war, India has
long been concerned about the transfer of military equipment and
systems between the United States and Pakistan, and technology
transfers from China and the United States to Pakistan. Yet another tier
of security concerns has been about financial, diplomatic and perhaps
even military support from Middle Eastern countries to Pakistan. This
concern ties up with the internal security dimension, and varies in
relation to the extent that Hindu-Muslim relations within India are
tense, whether in Kashmir or in the wake of the demolition of the Babri
Masiid in December 7992.13

Indians argue that Pakistan gains more by arming and
financing Islamic militants than by engaging in a genuine diplomatic
dialogue. Pakistan has clearly concluded that it is less costly, safer and
more effective to wage a proxy guerrilla war than a real one. A
Washington Posf report in 7994, citing Pakistani military sources,
confirmed that 'Pakistan has resumed arming, training and providing
logistical support to militants fighting Indian security forces in the
12

l3

Excerpts and summary reported on lndia News Network Digest,Yol.2, No.395, 28
October 1994.
See Ramesh Thakw, 'Ayodhya and the Politics of India's Secularism: A DoubleStandards Discourse', Asian Suroey, Vol.33, No.Z July 1993, pp.&L64.
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state of Kashmir, less than a year after convincing the U.S. government
that it had adopted a hands-off policy there'.14

India's other serious bilateral conflict is with China. Raiiv
Gandhi's visit to China in December 1988 breached the wall of mistrust
that had kept India and china apart and paved the way for a historic
breakthroufh during Narasimha Rao's visit in september 7993. China
and India effectively decided to leave resolution of the border dispute
to 'wiser generations' of the future, and to concentrate on confidencebuilding measures in the meantime. Several agreements were signed
during the visit to enhance 'mutual and equal security'. The overall
aim was to maintain peace and tranquility by stabilising the line of
actual control (LAC).

September '1994, General Chi Haotian led a high-level
Chinese delegation on a visit to India as Part of the ongoing drive
towards normalisation of Sino-Indian relations. General Chi is the first
Chinese defence minister to visit India since the 1952 war. India's
Minister of State for Space, Bhuvanesh Chaturvedi, said in Beijing on
23 September 1994 that there was some prospect of China and India
cooperating in defcnce.l5 Obserrrers of the Indo-Chinese relationship
were startled when, on 5 January 1995,lndia's Department of Atomic
Energy announced that a supply of enriched uranium had arrived
fromthina that day at its nuciear fuel complex in Hyderabad.l6 None
of this is to suggest that all problems between China and India have
been overcome and that a new era of harmony is dawning.lT But it
does confirm that the security threat has been transformed into a
problem of political management.

In

On 5 November 1994, Ivan Rybkin, leader of a Russian
parliamentary delegation to India, mooted the idea of a strategic tie-up
between China,India and Russia in order to assure durable stability in
Asia.l8 The disintegration of the soviet bloc had a dramatic effect on
14
15
76
77
18

John Ward Anderson, 'Pakistan Reported to Arm Insurgents', Internatiotwl Herald
Tribune,TT May 1994.
Press Trust oi Indio rePort on lndia News Netwotk Digest, Yol.2, No.354, 28
September 1994.
Himish McDonald, 'Nuclear Pay-Of.f', Far Eastern Eanomic Reoiew, 19 January
1,995,p.22.

For a cautionary note, see Dipankar Baneriee, 'China Foresees War with India in
the Next Cenhrry', Asian Age (New Delhi), 19 January 1995.
Hindu (lnternational Edition, Weekly), 12 November '1994, p.16.
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Moscow's military relationship with India, which had relied for 70 per
cent of its arms on the old Soviet Union.l9 Soviet interests in checking

US alliances and containing Chinese influence had dovetailed with
India's policy of nonalignment. Both these third-party points of
reference are now irrelevant. In addition, the Gulf War showed that
the previous history of uninterrupted delivery of Soviet arms during a
war was no longer assured, that Soviet war-fighting doctrines had
critical flaws, and that the technological gap between Soviet and US
weapon systems had widened to dangerous dimensions for Indian
security. Moreover, with the quasi-alliance between India and Russia
having broken down, Moscow joined Washington in exerting pressure
on Delhi to sign the NPT.
Yet some basis for a military relationship between Russia and
India remains. Moscow wants to reverse its declining role in the global
arms market, to earn hard currency and to salvage a contracting
defence industry. The military has growing influence in Kremlin
policy making, and Russia is conscious that the Western powers have
not halted their arms trade. India is the biggest market for Russian
military hardware and offers the best prospects for a maior new base
from which to export jointly manufactured equipment to other AsianPacific countries. Moscow's new plans thus mesh neatly with India's
drive to expand arms exports so as to eam hard currency, cut defence
costs by exploiting scale economies and, perhaps, gain political
influence.

Narasimha Rao visited Russia from 29 fune to 2 luly 1.994.
Both countries attached great importance to the event in a continuing
effort to reconstruct relations built up over four decades.2o On 17
November 1,994, officials in New Delhi said that India was about to
sign (on 25 November) an agreement to buy another 10 MiG-29
fighters on top of the 60 already in the Indian Air Force. Most of the
spadework had been done during Defence Secretary K. A. Nambiar's
l9

For fuller details, see Ramesh T.hakur, 'The Impact of the Soviet Collapse on

Military Relations with India', Europe-Asia Studies, Vol.45, No.5, September

1993,

pp.831-50.
For an overview of the relationship on the eve of the visit, see Ramesh Thakur, 'Tie
That Binds Moscow and Delhi Is Hardware', Asian WalI Street lournal,29 June 1994.
The visit received extensive coverage in the Indian press. See, for example, Sudeep

Chakravarti and Sunil Dasgupta, 'Looking Ahead, Finally', India Today,31 July
1994, pp.30-35; and sevcral reports plus an editorial n the Hindu (lnternational
Edition, Weekly), 9luJy 1994.
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including agreement on a five-year
plan to strengthen bilateral defence cooperation. A second anticipated
agreement wilt be for the supply of a new Russian system oJ aerial
defence. And a third will be for the supply of 155 mm Russian
howitzers on leasing terms.2l In the Cold war period, the defence links
could best have been described as licence-production arrangements
aimed at maximising self-reliance. In the post-cold war era, the aim
of Indo-soviet links ls to establish collaborative programmes that will
utilise India's high-quality defence industry infrastructure.

visit to Russia in october

1994,

Uniteil States

the political sphere, attemPts to repair damage to
military relations with Moscow are accompanied by efforts to forge
new security links with Washington. United States involvement in

As

in

South Asia as part of global geostrategic planning meant that Pakistan
was drawn into the western system of military alliances in the 1950s.
The soviet intervention in Afghanistan in 1979 reconstituted the
Islamabad-Washington axis, which in turn negated tendencies towards
reducing India's dependence on Moscow, increased Indian anxieties,
strengthened Indian antagonisms, and dampened moves towards
Indo-Pakistani accommodation.
The collapse of the Soviet Union simultaneously destroyed the

defcnce and forcign policy and removed a
recurring irritant in Indo-US relations. Since the end of the Cold War,
India has established tentative military contacts with the United States,
cornerstone

of India's

including joint naval exercises, staff exchanges and

shared

participation in UN peacekeeping operations. India's Army Chief, the
iate General B. C. foshi, visited the United States at the end of
September 1994 and held discussions with Defense Secretary William
Perry, Chairman of the Joint Chiefs of Staff General Iohn Shalikashvili
and Deputy Secretary of State Strobe Talbott.
The United States remains the most powerful country today
and will continue to be so in the foreseeable future. It is unique in
possessing all the bases of power: abundant natural resources, a huge
and dynamic market economy and high technology. It is also well
placed in the 1990s as never before to reap the benefits of its soft Power
27

Xinhua report on India News Network Digest,Yol.2, No.425, 23 November 1994
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of its society and way of life, and the
supremacy of its liberal internationalist ideology in such major
institutions as the World Bank and the IMF.z
resources: the wide appeal

Perry visited India from 12 to 14 January 199*3 and signed an
agreement establishing a framework for military cooperation between
the two countries. The agreement set out a common strategic
understanding and a three'year programme of military exchanges. It

also foreshadowed the exploration

of

opportunities

for the two

countries to trade and jointly develop military equipment. The Agreed
Minute on Defence Relations, signed by Perry and Minister of State for
Defence M. Mallikarjun in New Delhi on 12 fanuary 1995, envisaged

between the civilian defence officials, uniformed services
field of defence production and research. After the signing
Perry noted that the agreement marked 'the process for
and strengthening the security relations between India and
the U.S.A.'.24 It is a historic agrccment, in that India and the United
States have made do without such a security relationship for almost
fifty years. In effect the agreement seeks to add structure to the
bilateral military relationship that has been developing since about
closer ties
and in the
ceremony,
deepening

1,990.

Yet the relationship between India and the United States is not
free of problems in the security sector. Washington seems to have
some difficulty coming to terms with the fact that there is a broad
national consensus in India that India's need for a missile-based

nuclear deterrcnt derives from genuine regional concerns.25 The
Indian military establishment reportedly believes that if India can
withstand diplomatic pinpricks by Pakistan for another four years till
the production of indigenous missiles stabilises, then the Kashmir

22
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Nye, Bounrl to lzad: The Changing Nature of American Poa.rer (Basic
Books, New York, 1990).
For an assessment of the Indo-US relationship on the eve of the Perrv and Brown
visits, see Ramesh Thakur,'Trade Follows
Ftag to India', Asian Wall Strcet
lournal, 15 January 1995.
K. K. Katyal, 'Pact to Enhance Military Cooperation', Hindu (lnternational Edition,
Weekly), 2l January 1995, p.2.
For a good rocent exposition of this argunent, see Brahma Chellaney, 'An lndian
Critique of U.S. Export Controls', Orbis, Vol.38, No.3, Summer 1994, pp.439-56.
See Joseph S.

it"
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problem will be solved without a war, for the missiles will transform
lhe traditional battlefield by their reach and firepower.25
But even Washington has shifted from seeking to get India to

sign the NPT to an attempt to cap a xon-weaPonised deterrence
relationship between India and Pakistan.2T Or more accurately, the US
policy is to cap, roll back and then in due course eliminate both
countries' nuclear weapons capabilities. By shelving NPT-related
irritations to one side, Delhi and Washington have been able to work
together on issues like a Comprehensive Test Ban treaty and a
worldwide ban on the production of weaPons-grade fissile material'
Should India refocus its defence policies along more USfriendly lines, it would simultaneously lay the foundations for a new
and improved relationship with most Asian countries as well. For
example, India's policy of nonalignment with a Moscow tilt contrasted
sharply with |apan's role as the bastion of US forward deployment in
the Asia-Pacific. fapanese interests and capabilities are so much at
variance with India's that New Delhi has never comPeted with Tokyo
for influence in Southeast Asia. Instead, India has interpreted ]apan's
role in the Asia-Pacific region from a macrostrategic perspective, as a
regional balancer to China. Not having shared the rest of the region's
experience of wartime Japanese militarism, India has always been
more relaxed at the prospect of a militarily more powerful Japan' Such
a development would keep Chinese attention focused to its east. But
the Indian wish for a Japanese strategic counterweight to China
remains unfulfilled.
Closer to home, it was the ability to rule the waves that
brought Britain to India as the colonising power. The Second World
War reminded Indians of the importance of sea lanes of
communication around the approaches to the subcontinent. Yet it took
independent India some years to wake up to the strategic importance
of the waterways around it. The Indian Ocean covers about a fifth of
the world's ocean area, with almost fifty countries in its littoral and
immediate hinterland. With links to both the Atlantic and the Pacific
oceans, the Indian Ocean is of vital commercial, political and strategic
26
27

See Pravin Sawhney,'Prithvis
29 September 1994.

Hold the Key to Kashmir', Asian

z{ge

(New Delhi),

For an elaboration of what this entails, see Sandy Gordon, 'C-apping South Asia's
Nuclear Weapons Programs', Asian Suroey,Yol.34, No.7, fuly 1'994,pp.662-73.
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importance to India. The peninsular nature of the country's shoreline
exposes it to potential seaborne threats from the east, west and south.
Then there are the island territories: the Andaman and Nicobar chain
to the east and the lakshadweep group to the west.

Further west, India could learn much from Israel on how to
combat the scourge of domestic and international terrorism. The two
countries could also form an'alliance of convenience' to counter the
nuclear challenge posed by Pakistan and by any growth of Islamic
fundamentalism in Central and Southwest Asia. Ferment in Central
Asia would produce turmoil in neighbouring countries to the north
and south. Any developing threats along these lines would bring
about a measure of convergence in American, Indian, Russian and
Israeli interests in the containment of aggressively assertive Islam.
Economic

One can make several observations about India's economic
pnlicy since independence. It was based on a sound assessment of the
alternative strategies open to India at the time. It produced growth
rates well in excess of the record before independence. It created the
foundations for still higher growth rates that the government can
aspire to now. And it enhanced the welfare of millions of Indians. But
at some stage the benefits were exceeded by the growth-stunting
effects of the strategy of planned development in a mixed economy. In
sumrnary, the country was blighted by an inefficient regulatory
regime, cripplingly high compliance and transaction costs, a corrupt
bureaucratic system and a rent-seeking political system.28 If East Asia
provides examples of successful if selected intervention, then 'South
Asia has traditionally been the region where goverrunent interventions
have done the most economic harm in the past'.29
Narasimha Rao's government took over the reins of power in
India at a time of an emerging new global consensus on economic
For elaboration of the arguments regarding the reasons for the choice of the
particular economic strategy, its benefits and its costs, see Ramesh Thakur,
'Restoring India's Economic Health', Third World Quarterly, Vol.14, No.l, 1993,

pp.37-57.
Sanjaya lal, 'Foreign Direct Investment in South Asia', Asian Deoelopment Reoicw,
Vol.l 1, No.l, 1993, p.117. See also Jagdish Bhagwati, lnilia in Transitbn: F reeing the
Economy (Oxford University Press, Oxford, 1993).
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development policy: a non-inflationary macroeconomic policy built
around modest budget deficits and prudent monetary policy, greater
openness to trade and foreign investment and greater reliance on
market forces as efficient allocators of resources. The programme of
economic reforms is now into its fourth year and foreign investors, as
well as local businesses and citizens, are gradually coming round to
believing the government's oft-repeated assertion that the reforms are
irreversible. For the first time in independent India, the liberalisation
programme seems to have taken off. All previous attempts had
become entangle.d in bureaucratic controls and opposition from vested
interests. Narasimha Rao and Manmohan Singh began with short-term
measures aimed at shoring up the economy after the balance-ofpayments crisis of 1991, when, for the first time ever, India was on the
verge of defaulting on intemational commitments. The crisis was
turned into an opportunity to push through sweeping long-term
reforms. The requirement of deficit reduction was turned into an
ambitious programme of industrial and trade liberalisation. The need
for government permission to establish companies was almost done
away with, imports broadened, duty rates reduced and currency
controls relaxed. The ghost of the East India Company used to dictate
that the response to foreign capital entry was 'Yes, but'. That has now
given way to 'Yes, please!'. The results of economic reform include a
healthy swelling of foreign exchange reserves to US$18 billion, singledigit inflation, and a growth rate of over 4 per cent and rising.
Problems remain. Foreign investment is well below the levels
flowing into other emerging markets. India's infrastructure and service
industries remain under state control because of the politicians' fear of
bartering away such strategic sectors as banking, Power and
telecomrnunications, and because of a large, unionised and inefficient
workforce that rightly fears for its survival in a competitive
environment. But at least the Narasimha Rao-Manmohan Singh
duumvirate has maintained and accelerated the liberalisation
Prograrrune.
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United States

The imperatives of India's economic reforms point to a
reorientation of foreign policy towards Europe, japan and the United
States. But improved relations with these countries will be difficult so
long as India's economy is not liberalised at home and not opened up
to international trade. For India has not been a trading nation (Figure
1:1). In other words, there is a convergence between India's economic
strategy and foreign policy interests. In India's brave new world there
should be a reciprocal underpinning of a liberal economic order at
home and closer relations with the liberal market economies abroad.

The industrialised countries have become increasingly
important in India's external trade (Figure 1:2). India wants better
access to the European Union not just for traditional textile products,
but also for new growth sectors including farm products like fruit,
vqjetables and flowers, and processed agricultural goods. According
to Commerce Secretary Teiendra Khanna, India also wants to use
European technical expertise to upgrade the quality of its agricultural
and industrial exports.30 India's leading foreign investors are the
United States, Switzerland, Germany, Britain and |apan.3l These are
the countries - along with the major multilateral institutions
dominated by them like the IMF and the World Bank - that are the best
placed to assist India become a multidimensional modern power
through the provision of the necessary amounts of aid, credits and
investment.

Within the industrialised grouping, the United States is India's
largest single.country export market and supplier (Figure 1:3). It is also
India's largest foreign investor, accounting for 42 per cent of the US$2
billion total approved by India in 7993 - roughly equal to the
cumulative total US investment in India in the 40 years prior to 1991,
according to Commerce Secretary Ron Brown.32

30
31

32

Reuters report on Indra News Netarl'k Digest,Yol.2, No. 362, 3 October 194.
Bernard Imhasly, 'Will the Indian Elephant Join the Asian Tigers?', Swiss Reobu of
Worlil Affairs,l November 1994.
In a speech to a Ullndia Business Council luncheon meeting on 6 October 1994;
Inilia Neus Netunrk Digest, Yol.2, No.374, 14 October 1994 and Vol.2, No.385, 21

October 1994.
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Washington identifies India as one of the top ten emerging
marketss in the world. The process of economic liberalisation witl
help the shackled giant to break loose and become a significant
industrial power in the decades ahead. India's search for modern
technology has not only changed official US perceptions; it has also
had the effect of creating an industrial and commercial lobby in the
United States with a vested interest in good Indo-US relations.
India is also of interest to the United States in efforts to keep
pace with fapan's dominance in Asia. The Japanese have already
established a commanding presence in East and Southeast Asia, but
not in South Asia. India, with a large and growing middle class, is
emerging as an important manufacturing centre and will offer
increasing commercial and investment opportunities. Unlike China,
India has not yet begun to exploit the asset of a substantial diaspora of
its people overseas, a large concentration of whom are in the United
States.

The concept of the ten big emerging markets is meant to
enable the United States to identify economies where rapid growth is
possible and likely over thc next two decades, in contrast to the

mature, saturated OECD markets. About three-fourths of the growth

in world trade in the next 20 years is expected to take place in the
developing countries, and most of it in the ten big emerging markets.
In the competition among the emerging markets to attract foreign
investment, India's advantages over China include a vibrant private
sector, a rudimentary financial system, a huge consumer base, a large
professional class, an education system with established links to the
English-speaking world, a well-developed system of property rights
and commercial law, an independent judiciary and a free press. India's
market attractions to US businesses include US$200 billion worth of
consumer spending each year, air traffic and air traffic control
equipment, telecommunications products and services, and petroleum
exploration and refining equipment and services. In November 7994,
for example, Indian and US companies signed five energy technology
agreements with total investments of around US$800 rnillion.3a
33

34

China, South Korea, Indonesia, India, Turkey, South Africa, Poland, Argentina,
Brazil and Mexico.
Reuters report from Washington on lndia News Netunrk Digest,Yol.2, No.418, 15

November 1994.
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United States Secretary of Commerce Ron Brown led a ten-day
Presidential Business Development Mission to India from 14-23
|anuary 1995 that included some 25 private sector chief executives. The
visit wis designed to initiate a Process of intensified identification and
assessment of opportunities in key sectors (especially infrastructure
modernisation), development of a more active trade promotion
schedule and a programme to enlist state economic development
agencies to initiate outreach, and opening of US commercial centres in
Bombay and New Delhi.

The Brown mission was an example of the Clinton
administration's aggressive trade diplomacy in the large emerging

markets. It was part of a strategy to help US businesses compete with
British, German and Japanese companies in the emerging markets' It
took place in the waki of a landmark agreement a month earlier
opening the huge Indian market to US exports of textile and clothing,
pioviding new-opportunities for a declining US industry. Its results
ire said 1o have exceeded expectations, generating deals of around
us$7 billion in major growth sectors like telecommunications (exports
of US telecommunications equipment to India are expected to grow by
15-20 per cent each year for the next several years), Power generation

300 MW plant in Bihar),
(Apparently,
the pre-visit
food
processing.
information systems and
officials
deals.)
worth
of
billion
expectation had been around us$2
netted
had
in
1994
China
visit
to
Brown
pointedly recalled that the
also
visit
was
The
Brown
deals.3s
business
iUottt US$e Uittion worth of
Alliance
Commercial
of
a
US-India
for
establishment
the
the occasion
to promote trade and investment. A notable feature of the Brown visit
was that his delegation included several expatriate Indians who have
climbed the corporate ladder in the United States to reach positions of
affluence, influence and power in the world of US commerce. They are
expected to become key facilitators in the forging of closer economic

(a

595

MW plant in Maharashtra and a

ties between the two countries.

Yet as well as concerns about the depth of India's economic
reforms, there is scepticism among some US business and political
leaders about the long-term economic ProsPects of the so-called big
emerging markets. The recent economic crisis in Mexico has done little
to assuage this scepticism. In an address to the Associated Chambers

35

Reuters report on India News Netunrk Digest,Yol.2, No.473, 19 January 1995'
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of Commerce and Industry (ACCI) in New Delhi on 25 October 1994,
Ambassador Frank G. Wisner acknowledged the reality of India's
economic reforms, but added that the process was incomplete. In
particular, the insurance market needed to be opened up to foreign
investors, barriers to consumer goods removed, the banking sector
strengthened, taxes lowered on capital and intermediate goods and
government regulations reduced.s Visiting India in November 1994 to
pave the way for the Brown delegation, Under Secretary of Commerce
feffrey Garten noted that prospective US investors were still frustrated
by woefully inadequate infrastructure and roadblocks to actual
implementation of investment plans. Other US concerns relate to stillhigh import tariffs, inadequate legal protection of intellectual property
and weak enforcement of existing laws.

From the Midille East to the Asia-Pacific
The oil shocks of the 1970s underlined the need for India to
assured
seek
deliveries of oil at concessionary prices. New Delhi was
keen
also
to capture a share of the economic boom in the oil-rich
Middle Eastern states by exporting low-wage unskilled and semiskilled labour. There were several reasons for the relative
downgrading of the importance of the Middle East in India's foreign
policy in the following decade: the oil glut of the 1980s and the
consequent fall in world oil prices, increased domestic oil production
by India, the belief that courtship of the Middle Eastern states had not
brought corrunensurate political rewards, and the war of attrition

between Iran and Iraq, two
partners in the region.

of India's more important

economic

By contrast, economic spin-offs from improved relations with
Israel have been quite immediate. Trade between India and Israel has
climbed steadily from around US$100 million annually until 1991 to
almost $300 million in 1993 and an expected US$400 million in 1994.
Israeli government estimates expect bilateral trade to grow to US$1

billion by
36
37

1999.37

Reuters Asia-Pacific Business Report on India News Netunrk Digest,Vol.2, No.394,
28 October 1994.

Directbn of Traile Statistics Yearbook 1993 (lMF, Washington DC, 193), pp.222-23;
Direction of Trade Stalistics Quarterly, June 1994, p.97; Yaroslav Trofimov, 'Friends
Indeed', Far Eastern Eanomb Reobw,3 November 1994, p.20.
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Disappointment

with the returns from the Middle

East,

coupled with the spectacular economic successes of East Asia, turned
India's attention eastwards. Mohammed Ayoob has argued that India's
relations with Southeast Asia have been biased in favour of politicalstrategic calculations to the relative neglect of economic factors.3S This
can only be said to have been the result of a strategic miscalculation.
Between 1960 and 1990, the East Asian economies produced the fastest
rise in incomes for the biggest number of peoples in human history
(see Figure 1:4). Long-term OECD forecasts predict that the AsiaPacific region's share of world economic product will rise from about
onenrratter in 1990 to one-third in 2010 and one-half in 2040.3e

The 18 members of the Asia Pacific Economic Cooperation
(APEC) forum account for over 50 Per cent of the world's economic
output and generate around 45 per cent of the world's trade. The
Bogor (Indonesia) summit of November 1.994 has committed APEC
members to the achievement of a free-trade area by 2010 for the
industrialised cconomies and by 2020 for all others.{ As well as
providing an engine for regional growth, the Bogor Declaration offers
a means to keep the United States constructively engaged in the AsiaPacific region, moderate US-Japanese tensions and accommodate
China as an emerging economic and political Power.
Southeast Asia has increased in importance both as a supplier

of goods to India and as an alternative market for Indian goods. If
economic reforms are maintained and the annual growth rate rises to
over 6 per cent for a sustained period, then India could play the same
role for Southeast Asia that China has been playing for Northeast Asia.
Yet despite its size, location and historical role in shaping the evolution
of Asian civilisations, India is an interested observer rather than a
participant in this emerging key grouping. It has made it clear that it

would like to join APEC but does not wish to push the

issue.

38

Policizs

Singapore's Prime Minister Goh Chok Tong has remarked that while

39

40

Mohammed Ayab, India and hutheast Asia Inilian Peruptions and

(Routledge, London, 1990).
Otago Daily Tines (Dunedin, New Zealand), 10 August 199..
See John McBeth and V. G. Kulkarni, 'Charting the Future', Far Eastern Economic
Reoiew, 24 November 1994, pp.1418. The precise blueprint of timetables and
benchmarks for the realsation of this free-trade vision will be worked out at the
Osaka meeting of APEC in 1995.
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APEC's doors may be 'closed' to India, 'they are not locked'.41

In

a

matching vein Manmohan Singh admits that India is keen to pin
APEC, which is a 'club', not a 'conspiracy' to comPete with other
blocs.a2 Singapore is viewed as the Asian pivot for India. Hence the
significance of Goh having been the guest of honour at the Republic
Day celebrations in New Delhi on 26 January 1994, followed by
Narasimha Rao's visit to Singapore in September 7994.8 The problem
is that while the APEC countries account for 45 Per cent of India's
exports and 30 per cent of its imports, this hlmover represents only
1 per cent of total APEC trade.s
fapan and the United States are vital to the Asia-Pacific region
and indeed to the world, for between them the two biggest economies
account for almost 40 per cent of the world's GNP. The United States is
the biggest, richest, most productive, most innovative and probably
the best balanced economy in the world. |apan is the world's largest
single source of surplus savings, the world's biggest capital investor,
and probably the world's leader in the organisation and technology of

manufacturing. America is the most universal and japan the most
singular of modern societies.

lapan's presence in South Asia, unlike that in Southeast Asia,
is not constrained by memories of wartime hostilities and atrocities.
But since India has been relevant neither to fapan's security interests
nor to its international economic strategy, New Delhi has figured little
in Tokyo's hierarchy of foreign policy priorities. In addition to worries
in the Cold War era about India's close political and military links with
the Soviet Union, Japan has generally been critical of India's
protectionist economic policies and its nuclear policies. While japanese
foreign aid to India has increased, there has been no commensurate
increase in Japanese trade and investment. The fapanese have been
discouraged in part by the social and political instability of South Asia,
'but the main deterrents are the complex and restrictive foreign capital
4l
42
43

Quoted in Ditp Raote, 'Knocking on Closed Doors', Eat'omic Times (Delhi), 15
September 1994.
Reuters report on lndrb News Netunrk Digest,Yol.2, No.418, 16 November 1994.
See Salil Tripathi, 'Rediscovering the East,' India Today,30 Septernber 1994, pp.36
37; and Bril Bhardwai, 'A Visit Well Accomplished', Nalrbnal Heralil (lnternational
Weekly), 23-29 September 1994, p.'12.
Hamish McDonald,'Joining Up: India Looks to Strengthen Ties with Asia', Far
Eastern Economic Reobw,22 September '1994, pp.17-20.
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laws and the miles of red tape that confront investors'.4S On the other
hand, speaking to businessmen in Tokyo on 23 fune 1992, Rao said that
|apanese trade with and investment in India could take place in a very
conducive environment, there being no baggage of bitter memories
from the past and no clash of interests between the two countries.46
South Asia
The nation-state is said to have become an unnatural, perhaps
even dysfunctional, unit for organising human activity and economic
interactions in a borderless world. It does not represent any genuine
community of economic interests. Instead, the natural economic zones
are 'region states' whose boundaries are drawn not by politicians but
by the invisible hand of the global market for goods andservices. And
their primary links are not with host countries but with the global
economy.4T

In its regional policy, India (like the other South Asian states)
has almost exclusively pursued political interests to the neglect of
economic ones. A responsible regional policy by India would require a
more integrated approach to security concerns and economic needs.
Global corporations are forcing governments to rely on productivity
performance rather than frontier protection to ensure inbs for their
citizens. The neoclassical consensus seems to be that trade barriers
generate inefficiencies; free trade permits the realisation of full benefits
of economies of scale and other benefits of specialisation by the
exploitation of comparative advantages.
The comparative advantage of South Asia lies in low-wage,
labour-intensive activities. But all south Asian countries suffer from
infrastructural constraints and high unit labour costs.4E Even so, given
the similarity in export commodities, a free-trade area should enable

regional countries to specialise
45

M
47
48

in the production

and export of

Abe Shigeyuki, 'Contributing to Development in South Asia',laVan Eclro 2e Special
Issue,1993, p.58.
K. K. Katyal, 'Reforms Will B€ Speeded up: Rao', flndu (lnternational Edition,

Weekly), 4 Judy 1992, p.5.
See Kenichi Ohmae, 'The Rise
Spring 1993, pp.78-87.

of the Region State',

Foreign

Affairs,yol. T2, No.2,

Unit labour costs are the product of hourly wage rates and the number of hours
to produce a unit of output. They ari high in South Asia because of
"ndd
unfavourable
rates of productivity.
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products in which they enioy comparative advantages in relation to
one another. Instead of being fierce competitors in iute markets, India
and Bangladesh could rationalise their jute industries. India and
Pakistan could do the same with carpets and textiles, and India and Sri
Lanka with tea. Conversely, India could make up shortfalls in wheat
production by importing it from Pakistan more cheaply than from the
mapr Western producers.
The diffidence of SAARC in moving towards open economic
regionalism is in marked contrast to the evident hend towards freetrade agreements in several other parts of the worlds. Trade flows
among South Asian countries are minimal (Table 1:2). A South Asian
Free Trade Area could be the institutional means for improving access,
transparency and legal security in many sectors. Yet the region's
leaders shy away from bold moves. The South Asian Preferential
Trade Arrangement (SAPTA), agreed to at the SAARC summit in
Dhaka in April 1993, suffers from three fatal weaknesses: regional
trade liberalisation is not timetabled with an automatic accessgenerating formula and mechanism; products will be included on a
'positive list' basis; and it opts in favour of managed trade rather than a
fix-rule regime like the General Agreement on Tariffs and Trade
(GATD. Members also retain the right to withdraw from SAPTA
altogether.

Indian Ocean Rim
There is growing realisation in India that economic blocs wield
greater clout than individual nations, and that developing countries
that fail to construct powerful trade alliances among themselves will
be left behind in the global marketplace. India's first trade fair in South
Africa in August 1994 attracted more than 230 companies.4g Special
emphasis was placed on building material, low-cost housing
technology and consultancy. On 22 August 1994, India and South
Africa signed an agreement according most-favoured-nation (MFN)
status to each other. South Africa's Minister of Trade and Industry,
Trevor Manuel, noted that both economies were undergoing
modernisation, and that they could advance towards the formalisation
of the Indian Ocean Rim concept. India's Commerce Secretary, Pranab

49

Ravi Sharma, 'lndian Business Takes a Fair Step into South Afica', Hinrtu Business
Line,22 August 1994.
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Mukherjee, spoke

of 'strong

complementarities' between the two

countries.5o

The possibility of an economic alliance between India and
first raised at the world Economic Forum in India in
Africa,
south
1993, was revived at the December 1994 meeting of the International
Chambers of Commerce. There is a feeling in south African
government and business circles that their country's - greatest
-ompetitive advantage lies with developing trade ties with other large
emeiging markets like India, China or Brazil rather than relying on
saturiteJ markets in developed nations.Sl Indian and South African
officials said in New Delhi on 6 october that they do want to form a
trading bloc, but would prefer to see it develop gradually in line with
rising 1rade. once trade had climbed to a particular level political
dismintling of trade barriers could follow. For the moment, Mauritius
and Sri t-anta are the only other Indian Ocean countries to have
supported the concept of a regional trading bloc. The Indian Institute
of Foreign Trade has identified the Maldives, Mozambique, R6union,
Seychelles and Comoros as other potential members. India's
commerce secretary, Tejendra Khanna, said that the idea of an Indian
Ocean grouping arose from geographic proximity and economic
complementirities. Africa offers untapped agricultural, wa_ter and
mineral resources; India could offer technology and financial
resources.S2 The idea has been picked up by the ACCI. In October
1994, the ACCI called for a ioint government-business study of the
formation of an Indian Ocean preferential trade g_rouping for the
promotion of trade, investment and technology flows.53
The proposal seems to have gathered some momentum during
the early part of 1995. During a visit to India as the Guest of Honour
on India'JRepublic Day (26 January), President Nelson Mandela said
at a press conference in New Delhi on 27lanuary 1995 that growing
business ties between South Africa and India could help to shape a
trading bloc among the Indian Ocean rim nations which would include

50
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53

Hintlustan Times (New Delhi),24 August 1994.
Deutsche Presse-Agentur rePort on India News Netanrk Digest, Yol.2, No.373, 14
October 1994.
Narayanan Madhavan, 'lndian Ocean Littoral States to Form Trade Bloc', Asian
Age (New Delhi),8 October 1994.
Xnhua report on lndia News Network Digest,Yol.2, No.385, 21 October 1994
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Australia, Kenya, Mauritius, Oman and Singapore.s Executive Deputy
President F.W. De Klerk, during a visit to Australia a fortnight later,
said that South Africa supported the concept of an Indian Ocean trade
grouping and Australia's initiative to have it extended to include a
regional security dialogue.ss Australia's interest derives both from
India's economic opening-up and South Africa's re-emergence as a
fully participating member of the international community.56 The idea
was taken up at the first maior post{old War conference of the Indian
Ocean rim countries in Mauritius in March 1995. Even so, the concept
is a long way from fruition.sT
Russia

India's 1991 crisis was in large part brought about by the
collapse of the Soviet bloc, which destroyed about onequarter of
India's export market. In entering into economic relations with India,
Moscow had sought to erode Western influence, export socialism and
secure an outlet for its own expanding economy. Now Moscow courts
the West, acknowledges the bankruptcy of socialism and has a
contracting economy. India in turn imported Soviet-style inefficiencies
and distortions into its large public sector, adding to some of its own,
while its private sector's needs exceeded Soviet capacity as a supplier
and as a market. There was also the problem of the rupee'rouble
exchange rate and repayment of previous credits. And India and
Russia are now competitors in capital markets.
On the other hand, both are going to be struggling to achieve
success by means of a market-oriented liberalising economy
functioning within a federal democracy. India remains a reliable and
low-cost supplier of some traditional products and a market for some
long-established Russian exports. Russia's GDP has been contracting;
India's is growing by a-5 per cent. A modernised, dynamic and vibrant
Indian economy could prove useful to a Russia interested in throwing
off its own economic shackles. Similarly, success for Russia in forging
54
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Hindu (lnternational Edition, Weekly),4 February 1995, p.9.
Ian McPhedran,'Regional Forum Backed',Canbena Tines, l0 February 1995.
Michael Costello (Seaetary, Deparbnent of Foreign Affairs and Trade), 'Policy
Priorities for the Department of Foreign Affairs and Trade in 1995', address to the
Austratan Institute of International Affairs, C-anberra, 23 February 795, p.7 .
For a slightly sceptical note, see Ranjan Gupta, 'Members' Diversity Creates
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closer links with Western economies would ameliorate the growing
gap between the needs and stages of the Indian and Russian
economies. Protective measures to cushion Indo-Russian economic
relations, negotiated over the past two years, were further underlined
during Narasimha Rao's visit to Russia.

Conclusion

Four years ago, Sandy Gordon noted that 'India's strategic,
political and economii focus is still primarily to the north and west'.58 I
have hied to argue that this is likely to remain so for the foreseeable
future as far as India's primary interests are concerned. The AsiaPacific region may provide India with the springboard for entering the
world market. But, in its preoccupation with the former, India should
not lose sight of the latter. Nor should India focus exclusively on
economic to the neglect of broader political and security needs and
interests, which are also largely global.
Culturally, the Indian diaspora is spread around the world.
Religiously, in addition to being the home of a few hundred million
Hindus,India is also home to a hundred million Muslims who provide
a link to the Islamic world, and the font of Buddhism which spread
mainly to East Asia. Politically, while India's system of government is
a British legacy, in many ways Indian conceptions of human rights are
closer to those of most Asian governments. Its security concerns relate
mostly to immediate neighbours. Yet there is considerable scope for
South Asian countries to cooperate in meeting common security
concems. India is interested in restoring reliable supplies of military
equipment and spares from Russia and other successor republics of the
former Soviet Union; but it is also interested in securing Western hightechnology weapons systems and in exploring new military links with
Southeast Asia. Economically, the most pressing tasks may be internal.
But there is also scope for greater regional cooperation in South Asia;
for the broadening, deepening and consolidation of the new links
being forged consequent to the 'Look East' strategy; for exploration of
a preferential trade grouping around the Indian Ocean rim; for
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restoration of the economic relationship with the former Soviet
republics; and for expansion of the substantial trade, investment and
technology flows with the industrialised Western powers.

CHAPTER 2

AN INDIAN PERSPECTIVE
Jasjit Singh
India's policy of forging closer relations with the countries of
the Asia-Pacific region, its so-called'[ook East'poliry, is neither new
nor a total change from earlier policies. There are, however,
undoubtedly new emphases of substance and form. These have been
conditioned by the change in the geopolitical environment brought
about by the end of the great East-West confrontation that had
enveloped the world in the Cold War for more than four decades.
The post{old War period is in some ways reminiscent of the
period immediately following the end of the Second World War. In
both cases, maior confrontation affecting the world had come to an
end, there was an increase in the number of states, power equations
were transformed, and new uncertainties loomed on the horizon. In
the case of the post-Scond World War period, the Prime Minister of

the interim Indian government shortly before

independence,

|awaharlal Nehru, had called an Asian Relations Conference in New
Delhi in March 1947, where the majority of participants were from
regions and countries to India's east. India's active role at the New
Delhi (1949) and Bandung (1955) conferences was representative of its
interest in closer relations with the countries of Asia in general and of
Southeast Asia in particular. Its participation in international
peacekeeping operations in the 1950s, in Korea, Vietnam and
Indonesia, reinforced this approach. The end of the Second World
War, followed by India's independence, had released India from the
strait-jacket of imperial rule. This was also a period when
decolonisation moved to the centre-stage of international activity.
India had inherited a Western orientation, but adopted a balanced
global approach of engagement with all countries while strongly
supporting the decolonisation cause.
The present phase of human history is marked by the end of a
bipolar international order and a changing international geopolitical
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architecture. These developments have released India from the
negative effects of the fixed Parameters of the Cold War era.
Some Geopolitical Perspectives

The international political architecture has been undergoing
fundamental changes for more than two decades. The winding down
and ultimate demise of the Cold War intensified the pace of change,
which resulted in the collapse of the bipolar system that had been in
existence since the end of the Second World War. Some asPects of this
change deserve attention.

Many interpretations and prognostications have been put
forward in recent times regarding the'new'international order. There
is no doubt that the intemational order is in the Process of transition.
Importantly, the present phase is characterised by the emergence of a
number of power centres. Although the international political
architecture is no longer bipolar, it is not unipolar either, since
significant diffusion of power has been taking place - a process that is
liliely to continue. But it would also be incorrect to describe the
present circumstances as multipolar. The concept of multiPolarity

issumes the dominance of three or more Powers, of near equal
capabilities and assets. Such powers develop control and influence
over a set of countries (or even regions) and act as a 'pole' to those
countries.

The reality is that there is a marked asymmetry of power
among even the states that may be considered today's and tomorrow's
great powers. Only the United States is, in fact, a 'complete' Power.
The Russian Federation, successor-state to the erstwhile Soviet Union,
possesses a powerful military system, including an awesome nuclear
arsenal. But its economic and political difficulties are a serious
handicap to its ability to play a significant role in global affairs. fapan,
on the other hand, has tremendous techno-economic Power, but so far
remains hesitant to play an active political role in world affairs. Nor is

it yet prepared to play a military role. China is playing an influential
political role, possesses Asia's largest military force, but has some way
to go to acquire the requisite economic power. India, with its
economic potential and an expanding techno-economic power base,
has a robust military power for its own defence, but is far from
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exercising a role beyond Southern Asia, except in politicodiplomatic
terms related to global issues.
The existing asymmetry among the primary powers creates an
imperative for both cooperation and competition among them, with a
possibility that in some areas at least (political, trade, economic, or
even military) the competition could lead to conflict.l One can
hypothesise that, over time, the polycentric nature of the present
intemational political architecture could start to polarise into a
multipolar system. But such a development would in tum require
efforts at cooperation among states and a reduction of national sectoral
asymmetries. Thus we may expect the position of primary states to
fluctuate on specific issubs and in relation to other states, depending
upon perceived national interests and exigencies of the situation.
United States shifts in policy towards China and North Korea during
the past year are typical examples.

If we pursue this line of inquiry, the question then arises: what
are the centres of power in the emerging political architecture? In the

in any
hierarchical order except that the United States can be identified at the
top. But if we look at a non-hierarchical group of primary centres of
powe.r, the leading group would include the United States, lapan, the
European Union, China, Russia, and India, with a large number of
other states close by.
prevailing polycentric system these cannot be placed

There has been a wide acceptance of the position of the United
States, Russia, Europe, and Japan as the leading powers of today.
China also is now widely accepted as falling within the front rank of

powers. Its power in economic, military, and politicodiplomatic
terms is growing rapidly. India is recovering from its false starts at

economic change attempted in the mid-1980s and the economic crisis
of 1991. The pace of its recovery has confounded all forecasts of doom.
With its demographic and other resource base; a well-developed

scientific infrastructure and the world's second-largest pool of
scientific rnanpower; a resilient, democratic polity; and an organised
administrative and legal system backed by one of the most
Coral Bell, 'Future Hypothesis' in Richard Leaver and James L. Richardson (eds),
The Post-Cnlil War Oriler: Diagnoxs and Progno*s (Allen & Unwin in association
with Department of Intemational Relations, Austsalia National University,
Canberra, 1993), pp.119 -20.
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professional military establishments of the world; India is well placed
to continue its growth as one of the leading centres of power and a key
element in the emerging international order.

Asia: The New Locus of International Relations
The end of the Cold War marks the third landmark change in
the international political architecture and the driving spirit of
geopolitics (and geoeconomics) in the twentieth century. The first two
landmark changes resulted from the two World Wars. The war and
arrangements for war termination in the first case marked the end of
the dominant European balance of power . which had existed for a
century. In the nineteenth century, European competition, rivalry, and
conflicts for control of resources were played out essentially in other
regions of the world. Hence the'century of peace' (in Europe). The
second landmark change arising out of the Second World War shifted
the balance of power to two essentially non-European locations - the
United States and the Soviet Union. While not actually located in
Europe, both powers were an extension of European civilisation. The
third change, resulting from the end of the Cold War, promises to shift
the central locus of the international strategic framework to Asia.
Indeed, five of the six primary centres of power noted earlier are in
(geographical) Asia. This, of course, recognises that the United States
is set to remain an active Asian power well into the future, at least as
long as it continues its forward deployment to safeguard its national
and strategic interests.

India has traditionally looked to the West, especially after it
came under British rule. The early leaders of independent India,
especially Jawaharlal Nehru, gave the nation a global perspective,
initially with an Asian focus. With the onset of the Cold War,
nonalignment acquired a special meaning to India as it sought to
safeguard its national interests. India's nonaligned stance was
intensified by several developments, including the enlargement of
Western military alliances to cover southern Asia, and especially the
incorporation of Pakistan into that alliance structure along with its
massive arms acquisition from the United States; the conflict with
China; India's tensions with Indonesia in the 1960s; and the Vietnam
war. Moreover, since the majority of states to India's east were aligned
in the bipolar confrontation, India's interaction with the East slowed
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down from the late 1960s, with the result that these links consisted of
low-key bilateral relations.
The oil crisis and events following the 1973 Middle East war
increased India's trade and general interaction with the Persian Gulf

region, and commensurately drew

its

attention away from

East/Southeast Asia.

From India's perspective, the shift in the centre of gravity of
international political architecture and economic activity to
East/Southeast Asia requires greater attention, diplomatic effort and
economic interaction with the East. Moreover, the demise of the Cold
War removes many of the barriers - of images and substance - to such
interaction.

Coping with Change
The rapid changes in the political architecture of the world
have generated a strong sense of uncertainty and even vulnerability in
many nations. India, however, appears to have managed the change
reasonably well. The disintegration of the Soviet Union, which had
been a close and dependable friend for more than two decades, was an
adverse factor, particularly as it affected trade. The Soviet Union was
India's largest trading partner, with a mutually complementary trade
relationship where India exported badly needed consumer goods,
medicines, tea, and foodstuffs, and imported heavy machinery, crude
oil, and defence equipment. India's exports to the Soviet Union, set to
double in five years, received a serious setback. The problems for
India were compounded because of the telescoping of a number of
factors. Short-term loans taken out in the late 1980s came due for
repayment. The economic liberalisation introduced in 1985{5 had
failed to generate the requisite momentum in industrial growth and
exports. The oil crisis arising from 1991 Gulf War had a serious
negative impact on the national economy. Added to this, nearly 5
million tons of crude oil supplies every year from the former Soviet
Union (on rupee payment) were severely disrupted. The result was a
serious crisis in the balance of payment position in 1991. At the same
time, continuing domestic political and economic disruptions in the
former Soviet states placed strains on the defence equipment
relationship. That this problem did not develop into a crisis is
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essentially due to the fact that almost all defence equipment of Soviet
design was manufactured in India, thus providing a cushion.
On the other hand, India has stood to gain from the end of the
Cold War as a consequence of having followed a policy of
nonalignment consistently for more than four decades. Adiustment to
change has gone almost unnoticed as the bipolar alliance -system
dissolved. The biggest gain for India perhaps has been that the
negative images of India, especially those proiected onto the West,
which had been generated by the close Indo-Soviet relationship, also
began to dissolve with the demise of the Cold War.

More substantively, the principle of nonalignment required
that, as the Cold War intensified after 1980, India would try to improve

its relations with the West and with countries like China, while
deepening its relations with the Soviet Union. India had begun to

open up its relationship with the United States soon after the Soviet
intervention in Afghanistan, and the United States had responded
favourably. By '1984, the relationship had progressed to the point

where a bilateral Memorandum of Understanding on transfer of
sensitive military technology could be signed. This was in turn to lead
to a gradual expansion of defence cooperation. United States
investment also began to increase substantively in terms of the number
of licenses. From the mid-1980s, US warship visits to Indian ports had
become a routine affair; this represented a major departure from
India's traditional stand, under which all warships calling at Indian
ports were required to declare that no nuclear weaPons were on board.
The Reagan administration also witnessed highJevel contacts between
the United States and India, including annual visits by the US
Secretary for Defense. Regular strategic dialogue involving high-level
officials and non-officials from both sides was initiated in 1988. The
United States was supportive of India's peacekeeping roles in Sri
lanka {o987-9U and the Maldives (1988), undertaken at the request of
those countries. Although the Gulf War threw uP some difficult
challenges, India provided refuelling facilities to US aircraft transiting
between Southeast Asia and the Persian Gulf region till adverse public
reaction forced its curtailment. In 1992,India and the United States
carried out joint naval exercises following earlier exercises with other
countries, including Australia. All of these examples illustrate the
manner in which the United States and India had been moving to
expand their relationship well before the Cold War came to an end.
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Similarly, India had set about re-casting its relationship with

China. In spite of the Sino-Indian war of 1,962 and the continuing
territorial dispute, a thaw in the relationship had begun in the mid'1,970s. The Cold War, however, had placed severe limitations

on the
with China commenced in 1981,
and by 1988 visits at the level of prime minister had resulted in an
agreement to maintain 'peace and tranquillity' on the border. This led
to a significant lowering of tension and built the base of the future
relationship. From 1988 on relations between the two have been
steadily improving. Many problems remain; but both sides have
repeatedly reaffirmed their resolve to strengthen their cooperation.
|oint Working Groups, established as a consequence of the 1988 visit to
Beijing by Rajiv Candhi, have been meeting regularly to translate this
resolve into practical shape. Border trade across the Himalayas has
been reopened after nearly three decades of suspension. Numerous
agreements for cooperation and technology transfer, in important
areas ranging from agriculture to space technology, have been signed.
High-level visits, including between the two militaries, take place at
frequent intervals. China recently suggested that the two countries
form a trading regime, which would comprise more than one.third of
scope of better relations. Border talks

the global population.

. The process was taken forward in substantive measure
through the 1993 agreement to stabilise the frontiers on the principle of
'equal and mutual security'. Under this agreement, both India and
China will demarcate the line of actual control on the borders, reduce
troops along this line, and adopt other confidence-building measures.
The reorientation of policies by both countries initiated during the
Cold War period have proved to be a great asset as a foundation for a
cooperative relationship in the post{old War period. It is hue that a
number of uncertainties remain: the territorial dispute, for example,
remains unresolved. But India is seeking to reduce these uncertainties
and move forward through cooperative engagement in order to
stabilise the frontiers, build a strong across-the-board relationship, and
forestall any reversals in bilateral relations.
An equally significant change has taken place in India's
foreign poliry towards Southeast Asia, especially the ASEAN
countries. Prime Minister Narasimha Rao made this new policy clear
on the eve of his visit to Thailand in 1993, when he said that the visit
was '... to underline the significance of a new orientation whereby the
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ASEAN countries occupy a key position in Indian foreign policy'.2
Significantly, improved relations with ASEAN countries now involve
defence cooperation, including naval exercises, training and defence
indushial cooperation.

India has been trying hard in recent years to deepen and
its
engagement with the countries of the Asia-Pacific region. It
expand
is ilready a sectoral dialogue partner in ASEAN, and has expressed its
desire to be a full partner in ASEAN cooperative measures, including
the ASEAN Regional Forum (ARF). It has also expressed a keenness to
be a member of APEC. These goals will doubtless take time to achieve.
But what most Indians find incomprehensible is the hesitancy on the
part of Asia-Pacific regional nations and ASEAN countries to look at
india on its own merits. Arguments are Presented that inclusion of

India in these forums would lead to a demand by Pakistan for

membership, which would result in the importation of Indo-Pakistani
tension into regional forums. Some arguments, however, display a
basic misunderstanding of Indian policies and positions. India firmly
believes that all bilateral issues, especially contentious ones, must be
dealt with in a bilateral framework rather than raised in multilateral

forums. Much to India's regret, it is Pakistan that believes in
internationalising bilateral issues.

India's relations with its subcontinental neighbours have also
improved in the last few years - the only exception being Pakistan. In
fact, Pakistan represents a 'reverse phenomenon': a downward trend in
relations since the late 1980s, which aPPear to have reached a nadir at
the end of 7994 when Pakistan unilaterally ordered the closure of the
Indian Consulate in Karachi. The basic problem, of course, is the
underlying ideological tension and conflict between democratic,
secular, and plural India, and the Islamic state of Pakistan- The
problem has been exacerbated by the emergence of a fragile
democracy in Pakistan; this has led to domestic politics playing a
dominating but disruptive role which sustains hostility towards India.
At the same time, the drive toward Islamisation under the Martial Law
administration of General Zia-ul Haq was bound to lead to renewed
tension on Kashmir, which had subsided as a problem after 7966.
Cited by Nick Bridge, High Commissioner for New Z.ealand, in India, in 'lndia and
the Asia-Pacific Region: Flying by some Nets', speech to Victoria University of
Wellington, New Zealand, October 1994 reproduced in Strategic Analysis, VoI.XVII,

No.l1, February 195, p.1415.
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These events finally resulted in the launch and prosecution of the
proxy war in the Indian state of fammu and Kashmir in July 1988,
which in turn has sharpened the ideological conflict. Pakistan has seen
the proxy war as a low<ost option to detach as much of the state as
possible under the assumed security of its nuclear umbrella. But India
has been firm in denying Pakishn an opportunity to eralate the proxy
war into a regular war.3 Pakistan itself has been slipping back into
economic and political difficulties, with an increasing tempo of ethnosectarian armed conflicts heavily affected by narcotics trafficking and
abuse and a phenomenal spread of lethal and sophisticated weapons.
It has made its relations with India hostage to the resolution of the
Kashmir dispute, essentially on its own terms. For Pakistan to
maintain stability, integrity, and strength is, however, in India's
strategic interests. India, therefore, will keep exploring ways and
means to restore the relationship.

It needs to be recognised that besides the traditional focus
towards the West, India's politico-economic engagement across the
globe has been intensifyng. Today it is the United States which is
India's biggest trading partner and foreign investor. India's interesb in
the Persian Gulf region have expanded, especially after the realisation
that the oil shocks had such a negative impact on economic growth.
Over 1.1 million Indian expatriates are working in the Persian Gulf
region. These pmple make a significant contribution to the Indian
economy. They are also hostage to the security and stability of that
region. Relations with Iran, with which India is seeking'constructive
engagement', have been generally moving forward in a positive way.
The construction of oil and gas pipelines from Oman and Iran is under
negotiation. Relations with the newly independent Central Asian
Republics have been strengthened. The peace process in the Middle
East has also opened up avenues that enable India to move away from
a frozen relationship with Israel. This in turn assists to safeguard
Palestinian interests. India's ties with the emerging European Union
are growing on the strength of closer bilateral ties with the countries of
Europe. Relations have been restructured with the Russian Federation.
The end of apartheid in South Africa has removed the last hurdle in
forging close politico-economic ties with South Africa, and at the same
time expanding relations with other countries of Africa. Indeed 97 per
See the

'It's

lnterview by the Chief of Army Staft Indian Army, Gmeral V.N. Sharma,

All Bluff and Bluster',

Economic Tizas (Bombay), 1E May 7993, p.7.
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trooPs serving in UN peacekeeping
(The other maior commitment to
Africa.
in
operations are deployed
UN peacekeeping in recent times was in C-ambodia') India has

cent

of India's nearly 11,000

traditionally adopted a global view on most issues, and now that the
global issues are more important than ever before it is natural that
india would engage itself increasingly as a bridge between the North
and South. India has been at the forefront in identifying the need to
meet global environmental concerns. India has also sought the
restructuring of the United Nations in order to reflect the geopolitical
realities at the end of the twentieth century and to meet the needs of
the twenty-first century.
Strategic and Security Perspectives
We must recognise that India's primary strategic obiectiae is the
socio-economic growth and betterment of the quality of life of its 900 million
people. The countries of the Asia-Pacific region have made significant
and, in some cases, dramatic Progress in their own developmental

processes. There is a great deal that India can gain from closer
interaction with them. India itself has developed substantially during
the past four decades. Its annual rate of economic growth has
averaged more than 5 Per cent over the past quarter-century.
Calculated on the basis of purchasing Power parity (PPP), the size of
India's economy already ranks fourth in the world. During the next
ten years the Indian economy is expected to grow at an average rate of
G8 per cent every year. This is not as dramatic as the growth rate of
China or of most of the East Asian 'tigers'. But given the fact that
deregulation of the economy started in a coordinated manner only
three years ago, this rate of growth (especially with inflation within
controlled limits) is at about the minimal level required to assist in the
management of the 'revolution of rising expectations'. At the same
time, we should note that historical experience highlights the reality
that India once lost its sovereignty to the economic penetration of
multinationals, especially British ones. It is instructive to remember
that India was ruled for over a hundred years not by another state but
by a multinational of the times - the East India Company - and that the
interests of British multinationals suppressed India's interests during
the ninety-odd years of direct crown rule (which itself extended only
to two-thirds of the subcontinent). The historical memories are thus
those of economic domination, exercised through political hegemony.
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These memories shaped Indian attitudes during the early years after

and the unwillingness of foreign companies to be
sensitive to Indian interests further complicated the relationship.
There is nowadays much criticism of the Nehruvian model of
development applied in the early years after independence. Yet at that
time India had neither capital, nor an industry worth mentioning
(having been systematically de.industrialised during the previous two
and a half centuries), nor a market (the saving rate was a mere 6 per
cent in early 1950s), except for the most rudimentary products. Import
substitution policies and state investment in heavy industry and
infrastructure were a necessify if India was to shift away from being a
mere exporter of raw materials and an importer of finished products.
Nor should we forget that those same policies of autarky also led to
the establishment of a techno+conomic base, which in tum provided
the higher growth rates of the 1970s and 1980s. India was ready to
move on to greater integration into the global economy by the early
1980s. But the efforts then made were disiointed and lacked an overall
comprehensive vision and strategy. Vested interests and early
mistakes added to the later problems. By 1991, when India
commenced serious economic liberalisation, circumstances were no
longer so favourable as they had been in the 1980s. India was
confronted with a serious balance of payment crisis, the collapse of
existihg trade with the Eastern bloc (in which India held a favourable
balance) due to the collapse of the Soviet Union, the oil crisis
consequent to the Gulf crisis and war in 1990-92 (when the cost of
imports of oil imposed a burden equal to more than the total annual
budget of the Indian Navy!), domestic political instability, and the
proxy war launched from across the borders by Pakistan.
independence,

India has traditionally followed a defence policy based on the
doctrine of 'defensive defence' and restraint. Since 1987, when many
people, especially in the Asia-Pacific region, were very critical of an
Indian'military build-up' and 'naval expansion', India has been cutting
back its defence spending in real terms. For a quarter-century after
1962, India's defence spending averaged 3.6 per cent of GDP. Defence
spending plummeted from this figure in'1987 to 2.44 per cent of the
GDP in 7993-94 and moved up marginally to 2.5 Per cent in 7994-95.
The actual drop in real terms was even greater because of the
substantive (nearly 50 per cent) drop in the value of the rupee against
the US dollar since 1990.
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India's relations with countries to its east are unlikely to be
complicated by the nuclear and missile factor. On the other hand,
India has to take into account the reality of the existence of China's
tactical and strategic nuclear arsenal, which is being continuously
modernised. An additional, albeit lesser, complication was added
when Pakistan acquired nuclear weapons in 1987. India's strategic
interests, of course, are served better if there are no nuclear weaPons
that can be brought to bear on its security. This consideration provides
the foundation of India's policy of seeking nuclear disarmament in a
global framework, since regional disarmament is not a feasible
proposition. The goal of global nuclear disarmament will take time to
achieve. In the interim, India has supported the Comprehensive Test
Ban Treaty (CTBT) and since 1978 has undertaken other steps to apply
a nuclear freeze on current programmes. The United States has come
round to supporting India's stand on the CTBT and its position on a
universal treaty to prohibit the production of fissile materials for
weapons purposes, except under international safeguards.
Similarly, ballistic missiles have been deployed by China, the
Central Asian Republics, Iran, Afghanistan, Pakistan, and Saudi
Arabia, besides other states further to the west and north. In the
absence of a credible defence against ballistic missiles, the only viable
option for India is to build strategic defences through missile
deterrence. India, however, would be more than willing to support
moves for the elimination of ballistic missiles from Asia and the globe'
India's security has also been deeply influenced in recent years

by the colossal spread of small arms and light weapons and by the
phenomenal growth of drug trafficking. The Cold War conflicts have
left behind huge stocks of sophisticated weaponry, mostly in the hands
of non-state actors, who have also acquired great experience and
expertise in low-intensity conflict and the waging of irregular warfare.
At the same time,India is bracketed by two of the world's three major
narcotics-growing areas: the Golden Triangle and the Golden Crescent,
from where drugs and associated criminal activities flow into India.
The militancy and violence in the north-east and north-west corners of
India also reflect the 'narco-Kalashnikov' linkages. This problem is

likely to dominate the regional security environment during
coming decades.

the
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Conventional wisdom tends to view India's strategic and
security issues and concems in a South Asian framework. This
perception is grossly inadequate, not least because it distorts our
understanding of the significance of the presence of five maior states
with direct land or sea borders with India - namely China, Myanmar,
Thailand, Malaysia and Indonesia. It also ignores other countries
which have played important roles in South Asian security. The Soviet
intervention in Afghanistan and its continuing residual effects, for
example, have had a significant negative effect on India's security. The
South Asia construct also distorts perspectives because

it generates an

intrinsic threat perception among India's neighbours, the largest of
which has only one-eighth the population of India and is far less
capable militarily.
India will remain committed to South Asian cooperation, both
in and outside the SAARC. But India's core strategic regional interests
can be seen in proper perspective only in terms of a Southern Asian
region encompassing China, Central Asia, Iran, the Persian Gulf
region, Afghanistan, the northern Indian Ocean, Indonesia, Singapore,
Malaysia, Thailand, Myanmar, and South Asia. Seen in this wider
context, India's interest in developing close relations and active
engagement with ASEAN is logical. Below the global context, and
beyond this regional interest, India would also continue to relate itself
closely with a broader region extending from Russia in the north,
South Africa and Australia in the south, Egypt in the west, and the
Philippines and ]apan in the east - an area which may be termed the
Asia-Indian-Ocean region Such a definition would naturally lead to a
closer engagement with the Asia-Pacific region. This itself points to
the reality that India would accordingly pay increasing attention to the
countries to its east. But it would be wrong to assume that its relations
would not be balanced. India is unlikely to press itself on other
countries and regions beyond the point it perceives acceptable by
them. In fact, the pace of the development of India's relations with the
Asia-Pacific region (especially ASEAN) is likely to be set by the
countries concerned. If that pace is slower than India expects, or gets
complicated by extraneous factors, India is likely to slide back to its
traditional Western focus.

CHAPTER 3

THE UNITED STATES AND INDIA
George Tanham
In Washington's and in most Americans' view of the world,
India is not on centre-stage. It receives little coverage in the American
media, and when it is mentioned it is usually seen negatively as a land
of intemal disorder and violence, disease and poverty, and anti-US
sentiment. Knowledge and understanding of India is very limited.
Even in academia, there is only minor interest. India was not viewed
as a friend of the United States during the Cold War. The end of the
Cold War, India's economic reforms, and its efforts to improve its
image in the United States are beginning to have some impact, but
only very slowly.

In its first year or so in office, the Clinton administration
revealed ignorance of, and/or insensitivity to, some of India's most
important concerns. The legality of Kashmir's accession to India at the
time of partition seemed to be questioned by one high official. Other
officials appeared to take Pakistan's side on the conduct of Indian

forces

tqn.g to restore order in Kashmir. Even the President,

apparently in ignorance, in a routine response to a letter on Khalistan,
touched a sensitive nerve in India when he appeared to express some
sympathy for the Sikhs' independence movement. The United States'
pressure on Russia not to provide rocket engines to India angered both
Russia and India. The degree of India's anger and distress at these
various events was unexpected, though it should not have been.
Washington, somewhat belatedly, realised how much it had offended
India. Indo-US relations were at their nadir in early 1994.

In April 1994 President Clinton responded by sending Under
Secretary of State Strobe Talbot to India and Pakistan to defuse and
calm US relationships with both countries. While it did not go
perfectly, the mission seemed to have helped. Clinton had already
appointed the very first Assistant Secretary of State for South Asian
Affairs, Robin Raphel, who had previously served in the US Embassy
in New Delhi, and before that in Pakistan. But some of her remarks
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were not well received in India where she is seen as pro'Pakistan.
After a long delay, which was uPsetting and somewhat humiliating to
the Indians, Clinton appointed a dynamic and experienced diplomat as
ambassador to New Delhi: Frank Wisner. He will advise Washington
clearly of India's views.
Prime Minister Narasimha Rao's visit to Washington in May
1994, though not receiving much publicity, went well. He addressed
the American Congress, and he and President Clinton seemed to get
along well. The visit has triggered a flow of high-level visits to India.
By late 1994, Secretary of Energy O'Leary had already visited India,
and Secretary of Commerce Brown and Secretary of Defense Perry
were due to visit soon. Senior Indian officials have also visited
Washington, Secretary of Commerce Mukerii among others. Relations,
which had been very bad in early 1994, seemed to be on a much better
track a year later.
The Clinton administration has developed and annunciated a
broad set of policies and goals, not just for India, but for all of South
Asia. The administration intends to be even-handed, and it does not
see the situation as a zero sum game. India and Pakistan may,
however, see it that way and Washington should note this. India, in
view of its size, resources and military Power, is the most important
nation in the region and will receive more attention, though the
administration will not neglect the other countries in the region. In
1994, Robin Raphel used a speech to the Asia Society to enunciate the
United States' major policies and goals for South Asia. These are: to
prevent conflict and maintain peace in the region; to suPPort, expand
and nurture democracy; to foster and protect'universally recognised
human rights'; to encourage free market economic reforms, and to
encourage US trade and investment. She emphasised the strong US
stand on the non-proliferation of weapons of mass destruction, nuclear
weapons in particular, and touched on population and narcotic issues.
This was, however, a large menu of somewhat disparate goals,
presented without much apparent sense of priorities, and without
much detail about how the various goals could best be pursued.

While these US policies and goals are generally accePtable to
India and to the South Asian countries, their interpretation and
implementation has and will cause tensions. Most of the South Asian
countries accept the notion of democracy, but there is some difference

The Uniteil Stata anil

lnilin

6'1.

of opinion on human rights. India and the other South Asian countries
do not like to be lectured about, or to be pressured to observe, human
rights as the Americans see them. Their governments argue that their
countries have different culture and histories and are at a different
stage of development from the United States, so for them human rights
may have a different priority and may be addressed in different ways.
For example, many opinion leaders in the South Asian countries see
US pressure for higher wages for workers and for the abolition of child
labouras a somewhat selfish desire to undermine the competitive edge
that these practices provide, and as unnecessary interference in their
countries' internal affairs. The Americans see these as moral issues,
matters of social justice, which they believe in and want India and the
region to embrace.

Since early 1994 the Clinton administration has become
somewhat more sensitive to South Asian concerns and is beginning to
act accordingly. It has de-linked foreign policy issues so that one issue
such as human rights or proliferation does not hold up progress on
other issues such as trade or military relationships. It has also asked
non-governmental organisations NGG) to take on some of the issues
such as population and environment. This could take some pressure
off the government, though some of these organisations can be Pretty
hard salesmen. While not giving up any of its obiectives, the
administration seems to be adopting more flexible means and less
strident tones.

The late 1994 elections in the United States resulted in a
massive turnover in both houses of Congress, giving the Republicans a
comfortable majority in both. A non-partisan India caucus exists in the
House of Representatives; a few pro-Indian democrats lost their seats,
but Newt Gingrich, who became the new Speaker of the House, is a
caucus member. It is not yet clear what difference, if any, the
Republican majority will make on attitudes and poliry towards India.
Most Congressmen love to make high moral pronouncements on
democrary and human rights. This will continue, though the
Republicans may be a little less ideological and strident, and perhaps
more pragmatic.

The Clinton administration has also launched what Secretary
Brown calls 'commercial diplomacy'. Washington has
Commerce
of
much
more
active role in promoting US business abroad and in
a
taken
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advocating and assisting greater trade with Asia, including India. This
policy is a shift from the previous low-key approach. Indi4 along with
Cnini, is one of the ten BEMs (big emerging markets) that the United
States listed in 1994. The new, more active Policy should help
strengthen Indo-US relations since it meshes with India's efforb to
attract US business and investment and to become a significant player

in the world economy.
As the Cold War ran down in 1990 and 1991, the frost between
India and the United States began to melt. The uniformed military of
both countries saw the opportunities opened by the end of the Cold
War. They were among the first to work toward better relations
between the two countries. It is not surprising that the first proposal
for improving Indo-US military relations should come from the Pacific
Command (PACOM), which has broad responsibility in the Pacific
Ocean Area, defined as including India, but not Pakistan. In 1991
General Kickleighter, the US A*y comPonent commander of
PACOM, proposed a number of actions to build bridges betrareen the
services of the United States and India. These included high-level
visits, steering committees for each service to encourage exchange,
attendance at each other's staff colleges, and joint exercises. As there
previously had been few relations between the Indian and US military
services, many of these measures concentrated on getting acquainted
with each other, understanding the others'point of view, and learning
about the training, doctrine and tactics of the other. Since that time
there have been joint manoeuvres and training exercises, highJevel
visits of senior military personnel, attendance at each other's staff
colleges and other training establishments, and numerous other 'get
acquainted' activities. The services of both countries are also
discussing peacekeeping missions, which may be a very fruitful area
for cooperation.
Each service in both countries is now represented on an interservice joint steering committee. These committees meet as needed,
perhaps yearly, to discuss Indo-US military relations, oversee ongoing
activities, and arrange new ones. The two armies have taken the lead

and have the most activities under way. The US army has sent
students to the Indian jungle and high-altitude training schools, for
which the United States has no counterpart. The navies are working
together well, in spite of a glitch or two, and teams drawn from both
navies are actively planning the next Malabar exercise. Admiral Doran
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has said that the more the US navy works with the Indian navy the
more respect it develops for it. The air forces have had the least
interaction, as they have not been able to fly with each other due to a
variety of reasons.
On the whole, however, the relationships are developing well.
Washington is discussing the sale of military equipment to India under

the Foreign Military Sales Program. India would like a number of
items, among them the P-3 surveillance aircraft for the navy, C-130
transports and tankers for the air force, and self-propelled 155
howitzers for the army. Some deals will be made, but it is unlikely
that all of the Indian requests will be granted. Even if the United
States approves the sale of several of the items, there is some question
as to how many India can pay for. Washington hopes that the Indians
will be pleased with what they get and not complain too much about
what they do not get.

of technical information and technology transfers
well. The United
Aircraft and will
continue to do so. Progress on the technology issue will be based on
the laws of each country and will be affected by the degree of overall
cooperation which develops between the two countries. Dscussions
are also taking place on dual-use technology and a Memorandum of
Understanding (MOU) has recently been agreed on. But the maior
problem of verification remains. If this MOU had been developed a
Exchanges

are continually discussed and seem to be proceeding
States is already helping with India's Light Combat

few years ago, before the Missile Technology Control Regime (MTCR)
came into effect, the problem would have been more easily resolved.

But since India has not signed the MTCR, Washington insists on
special means of verification. India has been reluctant to allow this, so
a resolution has been delayed.

Both the US and Indian governments feel that military
exchanges are important in the overall scheme of Indo-US relations,
and that they should be gradually increased and strengthened in the

future. The US Pacific Command and its service components will
continue to be the major interface agencies for the United States.
Washington believes that this process of getting to know each other,
building confidence in each other, getting rid of past prejudices, and
laying the foundations for new, closer, firmer relationships cannot be
rushed. Furthermore, the United States deals with the military of
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countries around the world in a variety of ways, and Washington feels
that India must realise this fact.

A new US proposal for civilians from India's Ministry of
Defence and the US Department of Defense to meet, iust as
representatives of the uniformed services have been meeting, seems to
confirm this highJevel interest. It is contemplated that these meetings
would not be at the highest level, but perhaps at the Assistant
Secretary level or below. On the Indian side, the uniformed military
are not formatly involved in strategic and defence matters, which are
the responsibility of the civilians in the Ministry of Defence. The new
proposal would thus allow fuller discussion of these matters. On the
other hand, civilians in the Ministry of Defence move rather frequently
to other ministries, and are not particularly well acquainted with
military matters, whereas US civilians below the political appointee
level generally pursue their entire careers in the Department of
Defense. Although implementation may take some time, and may face
some obstacles, the proposal is itself an indication of a desire to
establish closer relations and to discuss some of the larger strategic and
defence issues.

There is as yet no ioint planning or shared strategy between
the United States and India, and any development of these asPects is
likely to be some years off. In the case of the Indian Ocean area, US
contingency plans for another crisis in the Gulf area do not include
India. In such a contingency most of the traffic would be east from
America, though some might go to Diego Garcia and the Gulf via the
Pacific and Southeast Asia, where the United States has modest use of
facilities in several states. The United States can oPerate without the
Philippine bases, thanks to access to some facilities in other Southeast
Asian states. India's vacillations around the time of the Gulf War were
not reassuring to US planners, though many positive events have
taken place since then.

The United States and India have shared interests in
maintaining peace and stability in the Gulf area and in the free flow of
oil out of the Gulf. They also want freedom of passage through the
Indian Ocean. Yet though the Indian Ocean could be an area of
cooperation for India and the United States, it could also be a bone of
contention. India considers itself the maior regional power, and has in
the past opposed and resented the intrusion of foreign military forces
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in the ocean or the region. It has not forgotten that its last invasion
came via the sea. While Indians today do not seem unduly upset by
the US presence in the region on Diego Garcia and in the Gulf, India
would prefer to be the one to keep the peace in the region.
Washington, however, will continue to insist on positioning and using
its own military forces around the Gulf to maintain the peace and to
fight when necessary. While the United States'and India's broad goals
in the region are in some respects shared, the means for achieving
them together have not evolved. foint measures and plans could be
useful and may be developed as mutual Indo-US confidence and
cooperation increases, but none exist today.
Washington does not at present see China as an adversary,
though many Indians do. The United States and India have shared
concerns about China's future military capabilities and intentions,
though few people know what the Chinese are really up to. But both
countries seem to be working on improving relations with China, as
high-level visits between Chinese and Indian officials and Chinese and
American officials indicate. It is unlikely at this time that the United
States would see India as a military counter to Chin4 especially as the
region is in a state of flux, and no overwhelming and open rivalries
have appeared. At times in the past, American leaders have seen
democratic India as a showpiece competing with communist China.
But that perc€ption was never a major element in US policy, and
certainly was not part of US military strategy. It is not likely to be in
the immediate future.
Washington shares India's concerns about radical Islam. India
itself surrounded by Muslim states. Yet, although some Indians
and some Americans see radical Islam as a strategic threat, a cohesive
Muslim strategic threat is difficult to imagine. The radical Islamists
can constitute a terrorist-level threat, but they are unlikely and
probably unable to pose a strategic threat to either India or the United
States. A seizure by Islamic radicals of the Suez Canal is probably the
scenario that would come closest to a strategic threat, and such an
event would not be as catastrophic as it would have been some years
ago. Nonetheless India feels strongly about a possible radical Islamic
threat, as do some opinion leaders in the United States, and the Indians
consider this matter as an important shared interest.
sees
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Washington is pursuing a strong anti-nuclear proliferation
policy and supports the extension of the Non-Proliferation Treaty,
which is under review in 1995. India regards the Treaty as unjust and
only the 'have powers'. There has been much discussion,
and a seeming impasse between the United
disagreements,
serious
India
issue. But the sfident discussions of the past
and
on
this
Sates
few years seem to have been replaced by much lower decibel-level
discussions. There appears to be an effort to accePt the differences
between the two countries, and to work in areas where there is
agreement, such as bans on nuclear testing and on the production of
fissionable materials. The de-linking of issues will help here, and
as benefiting

proliferation will not hold up progress in other areas. In 1993,
however, the Pentagon announced a counter-nuclear proliferation
doctrine which raised concerns in India and in other countries, where
it was seen as a shift to military rather than. diplomatic means to
address the non-proliferation issue. This matter may take some time
to resolve.

Prime Minister Narasimha Rao's economic reforms, the
centrepiece of his government's policies, have attracted attention in the
United States, especially in the business community and in financial
circles, and have been regarded sympathetically by the US
government. After implementing essential fiscal refoms, the
government has set out to restructure the Indian economy. The goal is

to free the economy from entangling and stultifying rules and
regulations, and from the interfering bureaucracy. The Finance
Minister, Manmohan Singh, has steadfastly pursued economic
liberalisation. The government has reduced restrictions on industry,
and lowered tariffs to encourage foreign investment in India.

The US government and US businesses are fully supportive of
these economic reforms. The Assistant Secretary of State for
Economics and Business recently told the United States/India Ioint
Business Council that much of the US business sector is bullish on
India. He said that interested industries and businesses are the
primary disseminators of information on economic reforms in India,
and are hammering home this point not only to the State Department,
but also to Commerce, Treasury, the US trade representatives, and the
White House. W. Bowman Cutter, the Deputy Director of the White
House Economic Council, has expressed similar views. The president
of the ExportJmport Bank, Kenneth Brodie, has said that the bank is
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very bullish on India, and has increased its exposure five-fold in the
Past year.

The US private sector has an increasing interest in Indian
economic possibilities. It sees India as a large market and potentially a
huge one. General Electric has been one of the leading US companies
in India, and says that India is one of the four important centres of its

globalisation strategy. General Electric has further stated that US
policy makers must take into account US commercial interests in India.
The company is the moving spirit behind a new and informal group
called the India Interest Group, which includes a number of American
corporations which are very bullish on India. The United States/India
Business Council and the Indo-American Chamber of Commerce are
also actively promoting investments in India. United States'
investments in India amounted to nearly one billion dollars in 1993,
making it India's leading hading partner.
United States and other businessmen complain that in spite of
the announced reforms, many barriers and delays continue to slow
down and to some extent discourage foreign investment. Washington
also worries that the Indian central government's concern with the
state elections in 1994/95, and with the 1995 national elections, may
make it more cautious and less resolute in its reform efforts.

Yet there are good reasons for cautious optimism in both
industry and government circles in the United States that the Rao
reforms will work, that India will begin to grow more rapidly, and that
India could turn into an economic giant by the turn of the century.
Both inflation and the budget deficit are down, though not as much as
some would like. Exports increased at about 20 per cent in 1993.
Indian reserves, which were down to about one billion dollars in 1991,
were up to approximately 20 billion by late 1994. Growth of the GDP
is set to be over 5 per cent in 1994 and 1995. People are beginning to
see the results of reform, so there is increasing optimism in India itself.
Intangible factors are important

in how the United States

views and works with India, and vice versa. Some in Washington see
Indians as arrogant, uncooperative, and always complaining, while
some in India see the United States as the overbearing, single global

power which is constantly interfering in the affairs of sovereign
countries, and which at the same time is both too moralistic and too
materialistic. None of these somewhat exaggerated views help the
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relationship. Both Indians and Americans are proud and sensitive,
and each side can offend and upset the other without realising it.
Washington does not see India in the same way as India sees itself.
India wishes to be treated as an equal by the United States, and as a
great nation. But Washington, from a strictly economic and military
perspective, does not see India in that light. India's view of itself is
based on its old and great civilisation, on its having the second largest
population in the world, and on its being the world's largest

democracy. These differing perceptions can make the relationship
awkward and difficult. Attitudes and processes may be as important
as substantive issues in causing tensions if the two countries do not try
to understand each other, and to recognise and respect their different
views and ways of operating.
Since the end of the Cold War, the US government and people
have begun to pay more attention to India, but very slowly. One
positive factor is the improving relationship between their respective
military services. Another is that the nuclear proliferation issue seems
to have calmed down somewhat. Washington sees India as willing to
discuss differences and emphasise areas of agreement, which
encourages the United States to do the same. Washington is
discussing military sales and dual-use technology with India. The
discussions are going well, but only a few specific agreements have
been reached.

It is the developing and improving economic relationship with
India which is likely to be the key factor in the overall relationship
between the two countries. If India 'takes off economically it will
attract much attention from the United States. Washington is slowly
realising India's economic potential; is forgetting, also slowly, the Cold
War differences; and is beginning to view India in a much more
positive light. The relationship should continue to improve slowly,
and with good intentions, patience, tact, and some good luck, it could
develop into a cooperative and warm friendship. But, given the
legacies of the past, and the intangibles involved in the relationship,
this is by no means a sure thing.

India is a federal parliamentary democracy, which is both a
strength and a weakness. Democratic agreement and consensus
provide a solid base for government and reform. But the democratic
process is often cumbersome and slow when important decisions must
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be taken. However much Westerners may deplore it, the most
successful states in Southeast Asia have been ruled by strong men at
their cenhes. In 1991, Prime Minister Rao launched his mairr reforms
as the head of a minority government. He therefore had to proceed
cautiously so as not to arouse too much opposition, yet proceed
quickly enough to keep the support of the IMF and World Bank, and to
gain momentum. Now Rao has managed to gain a maprity in the Lok
Sabha by winning seats in by-elections, and picking up support from
dissidents in other parties. The mairr opposition party (the BIP) in
many cases supports reforms, and has remained silent about critical
budget decisions. Political considerations have forced Rao to move
more slowly than he and Finance Minister Manmohan Singh might
have liked.
Yet, in spite of the problems, India has made progress, slower
than some people would prefer, faster than others would like. India
has slashed its tariffs, which were some of the highest in the world at

about 400 per cent, but which now have been reduced

to

approximately 40 per cent for most items. For companies engaging in
100 per cent export industries, there are very few tariffs and a five-year
tax exemption. Most private industry has been freed of restrictions
except in a few industrial areas. The rupee has been made fully
convertible for trade, and indeed seems to be getting stronger. Some
feel that if it gets too strong, Indian products will lose their low cost
advantage in foreign markets. Private investment, including funds in
the stock market, rose to US$4.7 billion in 1993. US firms committed
more capital in 1993 than in all the previous 47 years of Indian
independence. The GDP grew slowly in 1993, at approximately 3.8 per
cent, but attained some 5 per cent in 1994. On 1 April 1994India paid
off one million dollars to the IMF, well ahead of schedule. The deficit
has been reduced to approximately 7.3 per cent of GDP, though this is
more than the IMF and World Bank laid down in their agreements
with India. The reduction of inflation has also taken place more slowly
than these international institutions had prescribed. Finance Minister
Singh announced in Madrid in September 7994 that inflation was
down to 8.4 per cent and would continue to drop. In 1994 India
supported the GATT round, with its insistence on free trade and better
coverage for patents and copyrights.
There are other lesser, but nevertheless important, indicators
Several new financial iournals have

of progress towards reform.
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recently appeared, particularly in the mapr cities. Airlines which
previously had avoided India, or had discontinued their flights therg
are again operating to India. India has the largest number of investors
in the stock market in Asia, which suggests that Indians are putting
their money into the economy, and not into gold and other
unproductive and 'black' areas. Last but not least, the reforms seem to
be catching on, as one detects in India more interest in the possibilities
and promise of reform. The ports have been described as eager to
prepare for and handle increased trade. Indian business
representatives seem to have been much more active in 1993 and 1994
in going abroad to promote foreign investment. They have visited
Germany, Singapore, Canada and the United States among other
places. A number of US business representatives have visited India,
US investment there has picked up, and several business organisations
have been formed to promote India, and to lobby for it with the US
government.

In spite of all this, economic reform is not a sure thing. Any
number of factors could affect it adversely, or even bring it to a halt.
Serious political instability would scare off foreign investors, make
Indians very wary of the economy's future, and bring about social
instability. So far, the govemment has been able to make moderate but
important changes which have had varying impacts on different parts
of society. The reform process could create extensive social unrest
before many benefits are apparent to some sections of the population.
Most countries still going through transitions such as India's have had
serious social problems. If, however, the Rao government completes
its full term up to |une 7996, if the BIP continues its acquiescence in
most of the reform programmes, if the extreme left and right, the
communists and the chauvinists, do not gain too great a role, if the
monsoons continue to be good, the reformers should have laid a pretty
firm foundation by 1996. The government must maintain the
momentum of its reforms, improve their implementation, and
convince the population that all the changes will eventually benefit
them.

CHAPTER 4

INDIA'S INCREASING EASTERN
ORIENTATION IN TRADE AND
INVESTMENT: CONTEXT AND
CHALLENGES
S.P. Gupta
India's economic strategy formulation has been shaped by its
colonial heritage. Not only the pattern of trade but also that of
investment has been biased towards the West. Until recent years,
India had never felt the need to take advantage of the geographical
and in some respects cultural proximity of its eastern neighbours to
define an economic strategy that is more directed towards the East
rather than the West. The Western bias may in several respects have
presented an optimal situation in the past. But 'the times are achanging'. The structure of the world economies itself is changing.
Growing pressures of regionalism within the European Union and the
North American Free Trade Association (NAFTA) imply that countries
like India will not be able to take free market entry and exit in the
Westem blocs for granted.

One strategic option available to India is to 'Look East'. This
can be accomplished by favouring both trade and investrnent partners

in the Asia-Pacific region. With respect to trade, geographical
proximity and lower transportation costs can result in

complementarities in production allowing economies of scale. The
Asia-Pacific region is also one of the fastest growing aggreliates in the
world, suggesting a greater'demand pull' factor in export dynamics.
India is not a member of any trading bloc yet, but has prospective
options in the medium term to join either the APEC or the ASEAN

group of countries. The South Asian Association for

Regional

Cooperation is one other option that India could explore, though a less
promising one. Trade creation will be an important feature to
consider, and in addition trade diversion may offer a defined strategy
for optimising export revenue.
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The investment relationship seems a bit more nebulous.
Nevertheless, given the fact that multilateral capital flows as a
percentage of total capital flows is decreasing, India stands to gain a
lot in developing bilateral flows in the Asia-Pacific region. Given the
commitment of the United States and the European Union to regionallevel flows, India has to develop its bilateral relations so that the flow
of capital and technology is facilitated. Already countries like
Thailand are emerging as fast-growing investors in the region.
Indian policy planners fear that with growing regionalism,
increasing use of non-tariff barriers (NTBs), and India's indecision in
joining a trade bloc, India may be 'left out in the cold'. This paper
explores these possibilities and looks for an optimal solution.
Growing Eastern Bias in Trade

with the Western countries as a
percentage of India's total external trade declined significantly
between 1970 and 1985. In 1990-91, however, it again reached the
Table 4:1 shows that trade

1970s level. In contrast, Asia-Pacific trade (including trade with fapan)
increased from 15.6 per cent of total external trade in 1970 to 22.6 per
cent in 1990-91., demonstrating India's growing eastern trade
emphasis. So far as the former socialist countries are concerned,

Indian trade with them was very high in the 1970s, but is now going
down and is expected decline further. With respect to West Asia,
aside from the 1980s when petroleum imports into India soared, the
percentage of trade with this destination remained more or less
stationary. Thus, although India has in the past had a heavy western
bias in terms of its trade involvement, when almost half of India's
exports and imports were with the Western countries, over time the
trade relationship with the Asia-Pacific region has been increasing,
mainly at the cost of the socialist countries and, to a small extent, the
Western economies. There has been a substantial deterioration in
Indian trade with the socialist bloc, mainly as a result of the
breakdown of the Soviet Union.
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TABLE &1
E)(TERNAL TRADE (E)(PORTS AND IMPORTS BY
DESTINATION A}ID SOURCES),I97GI9I (US$ bn)
1970

1975

1.826
(44.5)

4.387

6.975

(41,.2)

(32.7',)

1.519

1980

t99l

1985

Western countries
(EEC, USA &

Canada)

Asia-Pacific (including
Iapan & South &
Southeast Asia)
Socialist bloc
West Asia
Rest of the

world

9.676

(38.4)

17.470
(4s.7)

4.467

8.624

7.%9

2.857
(13.4)
2.505

(72.9)

(r1.7',)

o7.n Q2.6)
3.91 4.r&
(ls.s) (10.9)

0.282

0.831

(6,.9)

(7.8)
2.537
(23.8)

4.65
(21.8)

(15.0)

0.639
(15.6)
0.716
(77.4)

0.u7
(1s.5)

(14.3)

4.y7
(20.4)

4.038

3.087
(12.3)

3.380
(8.8)
4.567
(12.0)

Total exports and

imports

Note:
Sourcs

4.105

70.93

21,.328

25.172

38.205

Figures in parenthese give the percentage of total bade rqrresented by the
figures above them in each case.
UNCTAD Hanilbuk of Intcrnatbnal Traile oil Daclopncnt Statktics (United
Nations, New York, various issues).

Exports and imports by destination to these major areas are given in
Table 4:2. India's imports in general exceeded exports, creating a
heavy import surplus. This increasing trade gap finally led to the
economic crisis of the early 1990s. But against South and Southeast
Asia, and to some extent the United States, India now enjoys a
comfortable trade surplus. On the other hand, India's trade balance
with the European Union (formerly the EEC) is becoming increasingly
unfavourable.
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TABLE 4:2

INDIA: TRADE BY DESTINATION
World

EEC USA/ Japan

Canada

West
Asia

Socia-

South/

list
bloc

Others

Southeast

Asia

EXT'ORTS

7970 2.012
7975 4.354
1980 7.51
1985 8.949
799r 17.817

79.7

15.4

1.4

6.4

20.4

20.2
22.2

12;l

10.3

1.6.2

18

't2.2

9.7

19.4
77.8

1,0.7

9.4

11.5
8.5
8.9

2r.8

77.3

74.9
9.3
6.3

27.5

IMPORTS
2.093
6.2W

18

36.1,

4.5

7.3

2r.l

8.1

13.818
76.223
20.388

26.5
33.8

26.3
13.8
72.8
1,2.3

8

2
27.4
20.2
8.8

1970
1975

1980
1985
7997

Note:

18.2

5
9

11.8
9.5

2.6 i5.5
2.2 31
5.2 24j
7.8 11.8

72.2

75.4

Figures ar€ percentages except for the world figures, which are
U5$bn.

Source: LfNCII,D, Handbook of Interaational

US$2

22.3
72.5

10 r4.7
9.7 13.5
9.5 13.1
8.7 13.1
15.5 8.4

Trade and

Daeloptnent Statistics.

In terms of the composition of trade, exPorts increased from
billion to approximately US$18 billion between 1970 and 191..

In this same period a dramatic change took place in the composition of
exports. Manufactured goods, which in 1970 accounted for 51.7 per
cent of total exports, increased toT2per cent in 1991. This was mainly
at the expense of food exports, which decreased from29.7 per cent of
total exports to 16.8 per cent. There has also been a significant decline
in the export of ores and metals, which dropped from 11.9 per cent to
5.3 per cent in the same period. Significantly, the percentage share of
fuel rose from 0.8 per cent to 2.4 per cent (Table 4:3).
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IABLE 4:3
COMMODITY STRUCTURE OF TRADE

Total

Food Agricul-

Items

tural

Fuels Ores Manu- Resiand

factured

Metals

Raw

due

Goods

Materials
EXPORTS

5.5
4
5
2.8
4.1,

0.8

2.01,2

29.7

4.354

37.7

7.57

79n

8.949
17.858

28.2
25.3
15.5

1991

17.817

16.8

2.W3

20.9

9.2

7.7

5.289
13.818

25.8

2.1.

22.6

9
8.4

t.7
3.4

44.6
26.5

3.2

4

27.3

2.7

3.1

29.9

7970
7975
1980
1985

2

0.9
0.4
5
2.9
2.4

11.9
12,3

/.5
7.6

5.8
5.3

57.7
44.8
58.5
5E
70;t
72

0.3
0.3
0.3
0.3
1.5
1.5

IMPORTS
7970
7975
1980
1985
1990

1,6.223

23.798
20.388

1991,

Note:

9.9
4.4
5.9

49.4

2.9

45.1

0

7

38.7
54.4

0.1
0.3

8.1

51..2

6.2

6.3

49.9

8.1

Figures are percentages except for the totals, which are US$ bn.

Source: UNCTAD, Handbook of InternationalTrade and Dweloptncnt Statistics.

same

Imports rose from US$2.1 billion to US$20.4 billion over the
period. The commodity composition of imports also changed.

Food imports declined from 20.9 per cent to a negligible 2.7 per cent.
Meanwhile, there was a significant increase in imports of fuel, which
in 1991 averaged a third of total imports. The share of manufactured
goods in total imports remained by and large at around 50 per cent
over the period under review.
Table 4:4 illustrates India's mapr export commodities. Pearls
and semi-precious stones accounted for over 77 per cent of total

exports, followed by women's knitted wares, which accounted for 5.7
per cent. Iron ore concentrates, tea, and petroleum Products each
accountd for roughly 3.3 per cent of total exports, with a broad range
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of commodities accounting for the remaining 59 per cent of

total

exports.

TABLE 4:4

INDIA: EXPORT STRUCTI.JRE BY STANDARD
INTERNATIONAL TRADE CLASSIFICATION (SITC)
REVISION 2
(AVERAGE 1989.90 VALUES)

snc

Value

Commodity

US$ bn

All commodities
667

Pearls, precious

843
281

& semi-precious stones
Women's outerwear, non-knit
Iron ore & concentrates
Tea and mat6

As7oof
Total

AsVoof.

World Total

15.848

100.0

0.53

2.978

77.7

11.45

0.967
0.574

5.t
3.4

4;t1.
7.27

0.553

3.3

22.33

Petroleum products,
refined
Shellfish, fresh, frozen,

tr.555

3.3

0.69

dried

0.530

0522

3.1
3.1

3.75

0.520

3.1

5.01

0.513
0.398

3.0

6.40
6;t1,

0s7

Cotton fabrics, woven
Leather
Floor coverings
Undergarments, non-knit
Textile yarn
Cotton
Fruit & nuts, fresh or dried

672

Leather manufactures

541

Medicinal & pharmaceutical
products
Textile articles,
not elsewhere specified

074
334
035

652
677
559

u4
551

263

558

Remainder

Source: UNCTAD,

5.16

0.309
0.289
0.288

2.4
2.3
1.8
1.7
7.7

0.278

1.7

0.82

0.271,
6.907

7.5
41.0

3.54
6.14

0.3{]5

1,.73

3.s6
1,.69

9.14

Handbook ot' InternationalTrade and Deoelopment Statistics.
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Growing Eastern Bias in Investments and External Assistance
Capital inflows come in two maior forms: foreign investment;
and external assistance, including grants and loans. Information on
foreign investment is obtained both on an approval and on a
disbursement basis. This chapter employs the approval figures, since
they provide a htter indication as to likely future trends. Table 4:5
gives information on foreign investment approvals between 1975 and
1994 in terms of their percentage composition.
TABLE 4:5
FOREIGN ITWESTMENT APPROVAT S I97 5.9 4 (PERCENTAG

797543
Western countries

1985-90

lggT-92

ES )

lggT-94'

r|()

78

65

6t.9

18.5

8.9

23.3

13.2

1.1

2.U

0.32

0.8

Middle East

27.2

1.2

0.3

6.3

Non-resident Indians

77.2

8.9

10.4

11.0

1.3

1.1

0.6

5.8

East Asia & Pacific

(including Australia
and Japan)
Socialist bloc

Rest of the

i

Source:

world

Tt ir figure is provisional as final figures for 191-94.are not yet available.
of Industrial Approval, Government of India, Naulcttq, various

Secretariat
issues.

Table 4:5 illustrates that the West has been the major source of
investments in India in the past. But since 198F90 the West's share to
the total investment inflows in India has been declining. Therefore, in
absolute terms, a large Western bias has continued, but in terms of
trends, especially in the present reform perid, this bias is on the
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decline. In contrast, the inflows from East Asia and the

Pacific,
happened
has
This
increase.
the
are
on
and
including Australia
fapan,
especiall-y after 1997, which was the starting point- for the present
ecbnomic reforms. In 1993-94, nonetheless, therre has been a decline in
the inflow from this region (see annexes to this chapter). But this may
reflect the recession in japan, and thus should Prove to be_a temporary
feature. So far as the ottrer sources are concerned, the inflow from the
Middle East has declined significantly since 1985, but over the last two

years has been on the upiwing. Contributions from non-resident
indians as a percentage o1 totaf investment have been more or less
stable (slightly above 10 Per cent) all along. !9*9Y"t, it should be
mentiond thit the data on 7993-94 given in Table 4:5 are not exactly
comparable with those given in the other three columns because of
classification differenceJ (for further details see the annexes to this
chapter).

TABLE 4:5
ASSISTANCE BY SOURCES
EXTERNAL
AUTHORISATION OF
(PERCENTAGES)
1985-86

19D1-y2

to
19G91

r92-%
r2.5

Western countries
East Asia

& Pacific (including

Australia and Japan)
Socialist bloc

Middle East
lnternational Bank for
Reconstruction and
Development (IBRD) &
lnternational DeveloPmen t
Association (lDA)
Asia Development Bank (ADB)
Rest of the

ffi

world

to

9.7

20.7

24.1

0

03

0

M.9

45.2

5.1

2r.2

1.0

0.4

Finance, Ecotamic Suraey (Government of India Pres, New

Delhi,1994).
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The contribution in the external assistance sector measured by
authorisations grantd again shows a significant eastern bias. In
contrast, the contribution from the Western countries has slightly gone
down (Table 4:6). Indeed a remarkable increase comes fromEaitAsia
and the Pacific, which has more than doubled it contribution. In this
group the main increase came from Japan, augmented recently by a
generous conhibution from Australia. one striking feature is the total
decline of contributions from the Soviet Union/Russia and the Eastern
European countries, from 24 per cent to a zero figure. The
contributions of IBRD and IDA, although very heavy in the past at
nearly 45 per cent of the total, remained almost stagnani. To
summarise, the Western bias in external assistance in India has
definitely been declining. In contrast, the East Asia/pacific area has
increased its share by more than two times, that is by 225 per cent,

Interpreting These Trends
The Asia-Pacific region has proved to be the growth centre of
the world over the last few decades. In contrast, India and the other
South Asian countries have experienced very low income growth and
an even lower growth in per capita income because of their
comparatively high rates of growth in population. Different
explanations have been offered for these differences. But there has
been a broad consensus that the main differences in their
performances oisi-ab several countries in the Asia-Pacific region can
be ascribed to their wrong choice of policies; policy directions left
them inwardjooking and dominated by an inefficient public sector in
a highly regulated and controlled market. India suffered from'export
pessimism', leading to an insensitivity in readiusting its commodity
composition and destination of trade in an optimal fashion. In the
beginning, of course, because of some special initial conditions, Indian
policies justifiably remained different from those in the Asia-pacific
region. But now a realisation has come that, without an improvement
in productivity and global competitive capacity, India will not be able
to solve its basic problems of poverty and growth.
There are several newly emerging external factors that are
changing the context and character of economic relations between
lndia, the Asia-Pacific region and the global economy. Many of these
changes may work as catalysts in India's present economic reform

80 lniliaLooPaEast

efforts. But unless properly handled they may also act as- mapr
constraints. Indeed, Iniia needs to Pursue a prudent hade and

investment policy and to employ astute economic diplomacy. As has
already been emphasised, in i resource<onstrained economy like

base, the key elements needed for
of the scarc€ resource base
augmentation
are
growth
aid
development
and itiefficient utilisation. This is where the contributions of foreign

India'i starting itottt a low

aid, foreign direct investment and foreign technology transfer become
so vital. Accordingly, India's highest priority must_ be to increase
exports in order to-ficilitate these imputs. Recently however, while
Iniia has been trying to adopt liberalised market principles, India's
main trading parineti have been becoming more-Protectionist. This
involves eitiei higher tariffs or different forms of non-tariff barriers,
even encompassing many new non-economic factors. In this context,
North America ar,d r.rrop" have been particularly at fault. Indeed,
the formation of trading blocs all over the world has increased,
discriminating more attd tt otu against countries which are outside
these blocs. bifferent economic and non-economic compulsions may
be responsible for this increasing protectionism and regionalism.
Although the world in the military sense is in some resPects moving
towardi a unipolar state, in the economic field it is becoming a
multipolar o.,e, *lth three major poles: fapan, the United States and
the European Community. Rivalry between these poles puts at risk
free market principles. As a result, although trade within the poles or
blocs is being liberalised and increasing, trade betwean the blocs is
increasingly siowing down. Countries that are not tied in with any of
these bloci are suffering. The United States, given the present
recession and the Clinton administration's rather inward-looking
philosophy, does not provide much hope for India or south Asia, at
ieast inihe short run. The integration of Europe was thought likely to
provide the main growth centre of the world. But Europe has adopted
i selective apptoaih in choosing trade partners, partly to offset its new
liability arising from the inclusion of East Germany -a$ pgtly due to
heavy migration following the collapse of the soviet bloc. The chances
of any siieable market olfer, or a sizeable investment fund, coming
from the European Union for India's use are very remote.
That leaves basically fapan and its neighbouring countries as a
group. fapan is in fact acting as the catalyst for the development of the
East-Asia-Pacific area, with its market-oriented, private'sector-led
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growth model, similar to that which most of the East Asia-Pacific
countries have now adopted. India's interactions with fapan in the
trade and investment area do not seem to be increasing very fast. The
economic strategy which India has recently adopted is very close to
the one which several Asia-Pacific countries have been following over
the last decade or more. Therefore the potential for further
collaboration between these counhies and India has now increased.
But there are some obstacles. The foremost is the recession in fapan.
This has affected all ]apan's trade partners, including India. In this
context, to increase India's share of the |apanese market is a heavy
task. Nonetheless, fapan's trade with its maior partners, notably the
United States, may contract comparatively faster because of the United
States' recession. Therefore both in the field of invesEnent (use of its
investible surplus) and in the area of trade lapan may look more to the
Asia-Pacific region; including, in this context, India. In fapan, pressure
has developed to use aid as arr anti-recessionary measure to expand
internal demand and increase imports in countries receiving aid. But
the future for this policy of official development assistance (ODA) is
uncertain, as there is a strong lobby in fapan which is against ODA
and favours direct foreign investment. Also, ODA is increasingly
becoming subiect to conditions because of the need to take account of
various non-economic factors, including security, human rights and
the environment. For these reasons the strategies for ODA recipients
should now be to move to foreign private direct investment.
In this area, India has a comparative advantage in terms of a
large domestic market, a giant cheap labour force, and a reasonably
skilled manpower and technology base. This comparative advantage
over other Asia-Pacific countries may increase because the labour
market in several of these countries is gradually becoming tight and
expensive. But, at the same time, one should not forget that othernew
centres of potential trade and investment featuring cheap labour and
large markets are emerging as a result of the opening up of Vietnam,
Iaos and Cambodia and development in several fast-growing regions
in China. India will have to compete for a more favourable trade

environment by developing a better infrastructure, supported by
macroeconomic stability, an efficient and non-corrupt institutional
structure, free and transparent regulatory schemes, and a stable
political structure. In addition, India needs to pursue an active
diplomacy to seek entry into some of the regional blocs in the Asia-
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Pacific region. Fortunately these blocs, because of their 'fuzzy'
boundariei, and in the absence of strict spatial or ethnic constraints as
conditions of entry, may in due course allow relatively easy entry for
India. This is where India's cultivation of good and close econgmic
and non+conomic relations with fapan, Australia,Indonesia and other
APEC members will become very important.
Any strategy to move further toward the Asia-Pacific market
and away from India's conventional Western market will require a
heavy diversion of trade. In the area of trade diversion over the last
few years, even including the three post-reform years, only minor
shifts are noticeable. To be precise, the only positive change noticed
was the slightly increased percentage share of Indian exports to some
Asia-Pacific countries, notably to Hong Kong, Singapore, Malaysia,
Indonesia, Korea and Australia, but not to ]apan.

To meet this situation India, along with many other South
Asian countries, has been thinking of achieving regional integration
under the umbrella of SAARC in economic areas, followed by closer
cooperation with the other Asian trading blocs. These regional blocs
can be regarded as only a second-best solution to a multilateral
liberalised world market, acting as a stoP-gaP measure over the short
run during the rather slow transition phase following the final
decisions of the last GATT round. But care should be taken lest these
blocs in the longer term develop into clubs with a Permanent
protectionist character. In this context, any Asia-Pacific trade bloc,
which would have a rather indefinite boundary is likely to offer
greater opportunity for membership than the more strictly
geographically demarcated and politically bounded regional
associations such as the European Union and NAFTA. Indeed, one
should remember that India already has observer status with ASEAN.
But the final success of integration with blocs like APEC or ASEAN
will depend on the response from the other side, especially from
fapan, New Zealand, Malaysia, Australia, Thailand and other key
countries.

At the moment, the United States absorbs 70 per cent of the
manufactured exports of the developing world. In contrast fapan,
with an economy nearly three-quarters the size of the American
economy and with almost equal per capita income, absorbs only 8 per
cent of these exports. The situation obviously must change. For that
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will be needed. The newly
industrialising economies (NIEs), the ASEAN countries, Australia and
New Zealand might in the long run have to tap into the huge demand
potential existing in China, India and other South Asian countries.
This is a 'silver lining' for India. Here, it is important to note that of
total Asian trade nearly 47 per cent is within Asia compared with 24
per cent with North America and 19.3 per cent with Western Europe.
With reduced inter-bloc trade under the recent protectionist trend, the
potential trade area in Asia will increase significantly. This is the
potential which India's new external trade policy must exploit.
purpose, planned negotiations

The urgency of this task will be better realised when one
realises that, over the last four or five years, Asia's share of trade with

North America and Western Europe has already started declining.
Given that India's trade to Western countries accounts for over 50 per
cent of its total trade, India needs a careful strategy situated between a
trade-bloc approach and the pursuit of international negotiations
against protectionism. Among the Asian countries, most of those in
East Asia have significantly reformed their protection programmes in
recent years, although in many cases they still have a very high level of
tariffs compared to Western countries. It is notable that the Asian

region contains the only completely free trading economy in the
world: Hong Kong, which receives the second-largest share of India's
exports to this region. Singapore ranks next in importance to Hong
Kong ols-ri-ua India's export trade. Apart from a shortlived bout of
protection in the early 1960s, Singapore has had a very low level of
protection. Its average tariffs are now below one per cent, and it has
no quantitative restrictions. Even in ]apan, Australia and New
Zealand, the reduction in different types of trade barriers is much
faster than in many of the countries of North America and Western
Europe. As to the recent Asia-Pacific bias in investment and foreign
capital inflow in India, this hend seems set to persist in the future. It is
well known that all South Asian countries, including India, have relied
heavily on external finance in their developmental efforts, as their
domestic savings rates have been much lower than their investment
rates. These gaps were filled by aid and by borrowings from both
multilateral and bilateral sources, by workers' remittances from
abroad and by private foreign capital inflow. A major change in the
nature of financial flows in South Asia and India is the decline in the
share of ODA: ODA's share in the total net flows into South Asia
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declined sharply from 93 Per cent in 1970 to 50 per cent in 1989. In the
case of multilateral loans, concessional inflows used to be dominant in
India but the share of non-concessional flows has now become higher.
This decline is partly a reflection of the entry of china into the world
economy and of the increased emphasis by donors on sub-Saharan
Africa. The participation of South Asia and India in the total
concessional flows has been declining significantly during the last two
decades. The share of grants in total financial flows fell from 52 per
cent in the 1980s to 32 per cent in 1989. There have been some changes
in the relative importance of bilateral donors. The countries of Europe,
taken together, have been the largest supplier of bilateral flows to'
South Asia; although Japan has since 1979 been the largest single-

country donor. But the flows from lapan to South Asian countries
have been much lower than those to East Asian countries.

Private flows of investment to South Asia have in recent years
shown a sharp increase, their share in the total net flows having
reached 24 per cent in 1989. This share is, however, still lower than for
Southeast Asian countries and lower than the average of the
developing world. Nevertheless the rising trend in India and in some
of the other South Asian countries reflects the improvement in their
investment environments.

According to IMF forecasts, the average investment/savings
gap in the industrial countries is proiected to rise slightly in the
medium term. This implies that the availability of foreign savings for
developing countries will increase very slowly. The net global supply
may improve partly as a result of America possibly increasing its
public savings and lowering the use of foreign savings under the
Clinton administration. But, on the other hand, Canada, France and
the United Kingdom are projected to increase their use of foreign
savings. The capacity of Japan to provide assistance to developing
countries is likely to decline, partly due to a fall in the national savings
rate of Japan, partly because of a change in its demographic structure,
and partly because of its need to increase expenditure on social
infrastructure and domestic investment. Forecasts for financial flows
from unified Germany are not encouraging. The supply of external
finance from West Asia is also likely to be constrained in the 1990s,
since Saudi Arabia and Kuwait, the two maior exPorters of capital,
have to finance their own reconstruction needs following the Gulf
War. The NIEs may continue to provide more foreign capital to the
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developing world, but their absolute contribution is expected to be
very modest.
In contrast to the less promising prospects for global supply of
extemal finance, global demand is expected to rise on actoun[ olthe
needs of reconstruction in Eastern Europe, the Soviet sucressor-states,
and the countries of the Middle East. With the opening up of the
planned economies in Eastern Europe and Asia, the environment for
foreign direct investment will become even npre competitive. But if
India undertakes poliry reforms in tune with the East Asian countries
to improve its investment environment, there is a strong possibility
that increased direct investment will start to flow to India. This il
especially so because of India's comparative advantage in terms of a

large market and availability of skilled and comparatively cheap

labour, and a more stable investment environment, at least in the shoit
run, ul's-ri-ur's Russia, the East European countries, and the Middle East.

The data suggests overall that foreign direct investrnent
coming from the Asia-Pacific region to India is increasing much faster
than that coming from the rest of the world. But the composition of
this investment lacks balance: the share of |apan in the investment
flows from the Asia-Pacific has remained stable, whereas the shares of
Korea, Malaysia, Singapore, Thailand and Hong Kong have increased
significantly. In any case, nearly 80 per cent of foreign direct
investment in India still comes from outside the Asia-Pacific region,
mainly from the Western world. Therefore, to think of the Asia-Pacific
region as an effective supplier of all India's needs would be wildly

optimistic. The development of a free trade world, the success of
GATT negotiations and a tastgrowing world economy are still
essential prerequisites for India's successful development.

Indian Efforts to Optimise the Trend
To derive maximum benefit from the trend to increased trade
and investment links with other Asian countries, and to accelerate this
trend to compensate for prospective declines in markets elsewhere,
India has to do its homework. In the past, because of its negative
attitude, India failed to develop strategies to match its production
specialisations with its export basket and to match its er(port basket
with the complementarities of the eastem Asia-Pacific region. A
r€cent study showed that India's growth of exports in the past mainly
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came from the demand pool; that is, from the income elasticity of the

importing countries concerned.l In this context, a maximum shift of
tra'de to i.-h" Atia-pucific region would be most beneficial, since this
region is now the maior growtt centre of the world. The same study
also shows that India-has not been able to exploit its price
competitiveness. Indeed, in analysing the different determining
factors of India's exports, this study found that India's price
competitiveness has ilways been given a high negative figule,
suggesting India suffered from a price handicap in most markets. The
pri6 aisa-avantage affecting export groyth in India was much greater
*a-rit the AsialPacific regionihan with resPect to the Western world
or to the rest of the world'2
The present economic reforms in India put the main emphasis
on cost reduction and improving efficiency in production, so price
competitiveness is expected to improve. Accordingly, India's potential
for penetration of East Asian and Pacific markets should henceforth be
higher. India has a better'price advantage' in industries where she has
gr:eater specialisatior,, srrcli as the chemical-based and electrical-based

i-ndustriei. Hence a readiustment of India's export basket in
accordance with production specialisations would be a great help.

India's trade specialisation at Present is in pearls and stones, ga-rments,
ore and concentrates, and tea and beverages - a Pattern very different
from her production specialisation, which is in areas like non-ferrous
metals, petrol, chemicals and electrical machinery'3 We must also
considei the production specialisations of the NIEs, the ASEAN
countries, and Australia, fapan and New Zealand in order to achieve
significant complementariti-es with the production specialisations of
the Asia-Pacific countries.

In a period of rapid technological and social change, especially
in the communications area and with respect to organisational
restructuring, it is of course pointless to think of the comparative
advantage of a country in conventiOnal terms, in isolation from its
production, industrial, organisational and investment structures. The

2

3

,External Trade and Export Linkages with Dometic Economic
s.P. Gupta e! al.,
S13udur; in India' in S.P. Gupta and Somsak Tambunlertchai (eds), 77re Asia Pacific
Econombs: A Clullenge to fuith Asia (Macmillan India, New Delhi, 1992)'
ibid., P.il41 (Table l1).
Unitei Nations Industrial Development Organisation GfNIDO), On Inilustry and
Deoeloryent: Clobal Reprt,lgg3-g4 (United Nations, New York, 1994)'
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role

of

foreign investment and multinationals

in this area has

increased very significantly. The conventional concept of 'trade-based'

comparative advantage has largely been replaced by intramultinational trade and technology transfers, across countries. For
example, the growth of the East Asia-Pacific area does not so much
manifest itself in inter-country trade movement as in development
cooperation, at all levels from production, marketing and finance.
India must exploit the opportunity to join this 'club', formally or
informally. India has now accepted the growth model of the AsiaPacific region. Hence her fast convergence with this region's industrial
organisation, legal codes of conduct, and basic trade and investment
rules should now be easv.
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ANNEX 1
TABLE 4:7 FOREIGN INVESTMENT APPROVED BY
COUNTRY, 1975.92 (RS TAKHS)
797'83 198t90 1991-92
1(2550

Grand Total
Western countries

United States
Switzerland
Cermany
United Kingdom
Netherlands

71293

n97a

2C79M

(n.99Eo)

(65.17%)

29259
3693

141735

2001

21316

175',1

7587

r28U7
14978

1581

'r5272

9A
A3

7M27

(40%ol

am
414

n7

Portugal

0

5385
3888
1200
7537
576
659
1535
667
473
559
75

Israel

0

0

Italy
France
Sweden

Denmark

75r
111

Belgum

51

Finland

34
0

Norway
Canada

Awtralia
Spain

442165

n
76
33

72526

4898
5540
3641
253'.1

1304
130

5&
773
225

1%
r27

Ireland
East Asia and Pacific

Japan

Australia
Hong Kong
Malaysia
Singapore
South Korea

Taiwan

Philippine
Thailand
lndonesia

52U2

(18.s%)
5014
10
51

90
25
12

0
0

0
0

9W2

(8.9V"1

103102
(23.52%)

5942
620
493

6tr.294

83

7461
6158
455s
1845
500

959
805

174
0
76

0

E024

7823

252
190
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ryzrE3
Socialist bloc
USSR (former)

Russia
C-zeclroelovalda

Yugoslavia

Hungary
Non-resident Indians

Middle East
Bahrain
United Arab Emirates
Quatar

Kuwait

19BS9o

1997-92

304

2088

0.7Co)

Q.uY",

r432
(032q",

0
0
0

1743

862

0

0
526

274

27

4

30

80

0

3249
(J7.2q")

(8.9%)

24

90,,4

45883
(70.4Vo)

7637

t2r2

7%7

(27.zCo)

(1.2E )

(0.3v")

6524
1V74

0
38

Rest of the

world

Source: CMIE Basic Staristics

362

1086

0.31")

0.6q.,

2473
(0.s6%)

(C.entre for Monitoring the Indian Economy (CIv{lE), New
Delhi, August 1994), Table 20.1.
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ANNEX 2
TABLE 4:8 APPROVAL OF FOREIGN INVESTMENT
I99I-94 (RS BILLION)
Westedr

countrie

UnitedStates
Switzerland
United Kingdom
Germany
Netherlands

98.%
(61.91o)

58.66
17.72
9.6?
6.25

J.5J

Italy

2.81

France

1.98

t.6

Ireland
East Asia & Pacific

Japan

Thailand
Hong Kong

20.9
(73.27.)
9.88
3.74

2.W

Singapore

2.05

Australia
Malaysia

1.41
1.05

Socialist bloc
1.24

Russia

(0.E%o)

Non-resident Indians

Middle East
Oman
United Arab Emirates
Rest of the

world

17.50
(17.0E",
10.05

(63%l
5.45
4.67

70.74

(6.8%'
158.79

Total

Source: S€aetariat of Industrial Approval, Government of India, N?.,/slctt'/, variotu
issues.
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ANNEX 3
TABLE 4:9 EXTERNAL ASSISTANCE BY SOURCES
(AUTHORISATION) (RS CRORES)
1985/& 1991/92- To

Average annual amormt

1990/91 1992/93 increase 198t90

't997-r2

rn averaSe

annual
amount
Western Countries

74n.5

3359.6
(12.5%)

(14.0%)

35.5% t24f,O

1679.8

C-onsortium

Members East-fapan

&IBRDIDA
Switzerland

Norway
East Asia

& Pacific

3056.3
253.3
50

5125.0 55ffi.6 225.680 854.0

(9.780'

Australia
& East European

Countrieg

27W.3

(20.7E")

5126
0

fapan

USSR

74M.5
32.4
3.5

5520.5
,10.1

12774.8

0

(24.7Eo)

Middle East

168.7
101.8
6.9
00

0

0Vo

(0.38"'
Saudi fund

Kuwait fund
Iraq

IBRD& IDA

23U7.2
(44.97"'

0
0

12116.5
(45.2E")

3237.3

ADB

(6.1%)

Rest of the

world

529.9
(1%l
53@4.1

Total

5669.8
(21.2q"1

52Vo

425.4Eo

94.4
(0.4E")

25800.9

3974.5

539.6

28U.9

E8.3

51.470

8849.0

134m.5

lndia, Ministry of Finance, Economic Slroqr (Government of India Presg New
Delhi, 1994).

CHAPTER 5

INDIA AND ITS ASIAN NEIGHBOURS:
NUCLEAR AND OTHER DEFENCE
ASPECTS

Brahma Chellaney
Technology has been the key determinant

military events since the early stages

of

of economic and
human civilisation.

Throughout history, military and economic developments have been
influenced by the uneven distribution of technology, and instruments
of coercive power have been employed for conquest, subiugation,
empire building or simply for advancing economic interests.
Colonialism was a classic case of the pursuit of economic interests
through superior military technology. The advent of the industrial
revolution in the eighteenth and nineteenth centuries facilitated
colonisation of today's 'developing' countries by significantly aiding
the development of miliary technology. Today, the relationship
between industrial technology and military technology remains very
strong, and there is a big web of Western-inspired, security-linked
national and multilateral technology controls in place. But it is now
becoming increasingly difficult to separate civil and military research
and production. High-tech defence systems are relying more and
more on commercial technologies and products.

The strategic vision and perceptions of India have been
influenced by the fact that its ancient civilisation fell prey to the
ravages of colonialism. That development underscored for India's
policy makers the relationship betrveen advanced technology and
national sovereignty. Accordingly, since India's independenc e in 1,947,
the pursuit of technology has been inextricably linked with national
security in Indian strategic planning. India, in the words of the late
Raiiv Gandhi, 'missed one bus' when it was denied the fruits of the
industrial revolution, and consequently it could not 'iump on the
second bus on time' during the post-Second World War electronics
revolution; Indians are now faced with the task of having to 'run
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it'.I India's ongoing
liberalisation drive, which is helping to unshackle its giant economy, is
aimed not only at integrating the world's second-most-populous
country with the global eionomy, but also at leapfrogging structural
obstacles to the develoPment of commercial technologies'

behind the lsecond] bus and catch up to

The pursuit of high technology as an important element of the

Indian national strategy was reflected in the setting up of the Atomic
Energy commission in tgag. Homi Bhabha, the original architect of
Indiils nuclear programme, visualised nuclear energy being used for
civilian industrial use at a time when scientists in the West were
working solely on its military applications. A year before Hiroshima
and Nagasaki were flattened by nuclear bombs, Bhabha declared that,
'When nuclear energy has been successfully applied for power
production in, say, a iouple of decades from now, India will not have
io look abroad for its e*pbtts, but will find them ready at home''2 The
setting up of the commission, with advisors of high calibre-including
C.V. Rariran, who had won the 1930 Nobel prize in physics for
experimental work done in India, was aimed at building the nucleus of
India's science and technology base.
From the start, Indian planners emphasised the development
of science and technology as the path toward self-reliance. India's
burgeoning scientific manpower - a source of intellectual capital for
the United States and several other Western economies - is a product
of that strategy. with 4.5 million science and technology graduates
today,India liis the world's second-largest pool of scientific personnel
after the United States, and, according to UNESCO, makes the
seventh-largest contribution to the international scientific literature.
when Indii tested its first intermediate-range ballistic missile in 1989,
the then prime minister, Rajiv Gandhi, linked the missile development
with India's resolve to overcome the ignominy of past history and
develop an independent military capability. 'we must remember that
technoiogical backwardness leads to subiugation', he said. 'Never
again wii we allow our freedom to be so subjugated'.3
1

2
3

Prime Minister Rajiv Gandhi as quoted in 'Gandhi Makes Things Easier for
Capitalism', Daily Yotniuri (Tokyo), 16 April 1985, p.5.
Homi w. Sethna-, 'lndia's Atomic Energy Programme: RetrosPect and ProsPect',
Indian and Foreign Reoiew,l5 November 198'1,p.12.
Prime Minister"Raiiv Gandhi cited in Reuters, New Delhidatelined dispatch, 22
Mav 1989.
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Nationalism, shategic vision and doctrine, perceived threats
and prestige have all been important elements in the Indian pursuit of
advanced technology. Threat perceptions based on regional rivalries

with China and Pakistan have acted as a major stimulus to the
development of strategic technologies. The asymmetrical nuclear
relationship with China remains at the core of India's security concerns
and planning.

There are obvious security implications of India's sweeping
economic reforms, which already have resulted in a mairr turnaround

in the country's economic situation and the building up of large
foreignrxchange reserves. The reforms, which followed the 1990-91
liquidity crisis, have spurred higher growth, financed mainly with
domestic capital and, and to lesser extent, with foreign equity inflows.
The main features of the reform drive include tax restructuring, trade

and investment liberalisation, deregulation and tighter fiscal
administration.

India is blessed with the two factors central to a globally
competitive economy - a huge pool of talented and skilled labour and
an abundance of available capital for new projects. According to a
prominent Indian lawyer-industrialist, Nani Palkhivala, the 1991 New
lndustrial Policy released 'the energies of enterprising Indians who, till
then,'were allowed to enrich a hundred foreign countries but were not
allowed to enrich their own ... India was never poor by nature, but was
only poor by poliry'.4 The easy availability of domestic capital is
reflected in the fact that in the fiscal year 1993-94 new companies were
able to raise the equivalent of US$9.8 billion in the primary market.
Between 1980 and 1994, the number of Indians with investments in

stocks and mutual funds rose from two million to 40 million,
endowing India with the world's second-largest investor population
after the United States. Before the year 2000, India will have more
shareholders than even the United States, which currently has 51
million investors.

Nani Palkhivala, speech to the International Maritime Conferencg Bombay,
November 1994 (unpublished).
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The Strategic Landscape

Southern Asia, the landmass north and south of the
Himalayas, remains troubled by interstate and inhastate conflicts
rooted in history and the local social, political and economic
institutions. Human-induced environmental, economic and social
pressures are likely to remain a maior challenge. In the immediate
iuture, these pressures are likely to worsen as economic reforms
generate more wealth in these societies and enlarge th9 size of the
miaate classes while at the same time increasing economic disparities.
The geostrategic dynamics in this region centre on a triangular
competition involving two nuclear-threshold states and one nucleararmed nation with a burgeoning arsenal.
Pakistan's security concerns are almost entirely focused on
India. Its main strategic goal is to build a small but effective nuclear
deterrent against India. In Indian nuclear planning, however, Pakistan
emerged as a factor only in the early 1980s and continues to occupy a
subordinate role to China. The cornerstone of India's deterrence
strategy is the development of a missile-based nuclear capability to
check China, which has a growing nuclear arrnoury. India's
conventional military strategy, on the other hand, has increasingly
focused on Pakistan as the possibility of another Chinese invasion has
receded and as the movement of arms and militants across the IndoPakistani frontier has aggravated internal security problems in India.
The Sino-Pakistani strategic axis, as underscored by the
transfer of Chinese nuclear, missile and conventional technology to
Pakistan, is also an important element in the region's Seostrategic
dynamics. According to the US Central Intelligence Agency Director,
fames Woolsey, 'China has consistently regarded a nuclear-armed
Pakistan as a crucial ally and counterweight to India'.s China and
Pakistan have been involved in one of the most stable strategic
relationships between nations since the Second World War. China's
clandestine nuclear assistance to Pakistan has been the subpct of
intemational concern since the early 1980s. The assistance Predates the

Testimony of Central Intelligence Agency Director, Jamg lvoolryy, befor_e the
Senate Govemment Affairs eommittee, 24 February 1993, Official Text (United
States Information Agency, Washington DC).
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two countries'

1986 nuclear cooperation agreement.6 International
concern over Chinese missile technology transfers surfaced in 1989,
when Pakistan surprised the world by announcing it had successfully
tested two short-range surface-to-surface missiles - Hatf-7 and Hatf-2.7
The more recent M-11 technology transfer indicated that China was
even willing to risk US trade sanctions to maintain its strategic
assistance progranune with Pakistan.

The interstate conflicts in Southern Asia have been
exacerbated by arbitrary boundaries drawn by colonial powers. Such
colonially demarcated boundaries are at the root of the border disputes
between China and India, India and Pakistan, and China and the
newly independent Central Asian states. Because of the artificial
character of these boundaries and the policies of annexation that were
employed in the Himalayan landmass up to the 1960s to redraw
frontiers, interstate problems are unlikely to be settled in the
foreseeable future. Internal security has emerged as the primary
concern of policy makers in all the countries in the region, including
Afghanistan, Bangladesh, Burma, China, India, Pakistan, Sri Lanka
and Tajikistan. This is linked to the rising level of domestic violence
fuelled by ethnic, sectarian and regional unrest. Underdevelopment,

population pressure, limited natural resources and ecological
degradation have added to the interstate and intrastate problems.
Regional conflicts over the sharing of interstate river waters illustrate
this point.

Ceography and history traditionally helped determine India's
strategic vision. The Himalayan ranges in the north, the Arabian Sea
to the west, the Bay of Bengal to the east, and the Indian Ocean to the
south created a distinctive geographical landmass with barriers that
locally were perceived as protective. This landmass historically helped
define the main strategic issue for Indian rulers: how to defend the

borders effectively. Throughout history, however, the supposed
geographical barriers helped to keep Indian armies within the

The nuclear cooperation agreement was signed in September 1986 during then
Chinese Premier Zhao Ziyang's official visit to Pakistan. 'An Accord on Peaceful
Uses of N-Energy' , Dawn (Karachi, Overseas Weekly), 1 October 1986, p.l.
Until then, Pakistan's spacerelated capability was confined to firing elementary,
French-designed sounding rockets.
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subcontinent rather than block foreign invasions.8 The use of the sea
route by British, Dutch, French and Portuguese colonialists to gain
control of Indian territory helped demonstrate Indian vulnerability
and the infirmity of the traditional doctrine based on defensive
defence. This historical experience has greatly influenced modem
India's strategic vision and planning.

in

The capricious partitioning of the subcontinent by the British

7947 created states whose boundaries ran through paddy fields,
villages and flat delta land or, worse, were not clearly demarcated.
Two parts of Pakistan were created with more than 2,000 kilometres of
Indian territory in between, while northeast India was linked to the

rest of the country by a narrow neck sandwiched between two other
countries. The loss of a distinctive geographical identity necessitated a
fresh Indian strategic outlook. The country's post-1947 experiences,
particularly the four wars with Pakistan and China in the first 24 years
of independence, have also influenced Indian security planning. The
central strategic concern today remains the building of effective
defences, but the traditional land-oriented military strategy is being
revamped. There is increasing realisation of the need to build defences
in an area traditionally neglected - the protection of the country's long
coastline. India's growing maritime interests, particularly the
enlargement of its sea area from 83,200 square kilometres to more than
2 million square kilometres by the establishment of exclusive economic
zones under the amended Law of the Sea, have provided added
justification for building a stronger navy.
The end of the Cold War and subsequent developments have
forced Indian policy makers to rethink their strategic attitudes and
concepts and redefine India's strategic role. The most profound
development in recent years, from an Indian strategic perspective, has
been the disintegration of New Delhi's reliable friend, the Soviet
LJnion, and with it the disappearance of a powerful balancing force to
China, with which India shares its longest border. The role of the
Soviet Union as a countervailing force to China had been central to
India's security planning and calculations. Now, left to fend for itself
against two strong, hostile, and closely aligned neighbours, India is

George Tanham, 'lndian Strategic Culture', The Wwhingtcnt Quarterly, Vol.15,
Winter, '192, p.130.
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struggling to establish new strategic equations and to consolidate new
connections in Asia and the rest of the world.
In India's perception, the removal of a balancing force to China
has accentuated the overall military imbalance in the region as well as

the Sino-Indian nuclear asymmetry. This perception has

been

reinforced by a steady fall in India's real defence spending since 1989
and a massive rise in Chinese military outlays, which have ballooned
since the end of the Cold War.9 Indian concerns have also been
heightened by reports of continuing Chinese missile and nuclear

assistance to Pakistan. China remains the main supplier of
conventional arms to Pakistan. Indeed, China's three most important
customers of conventional military hardware are all India's
neighbours. Pakistan, Bangladesh and Burma have bought A-5
ground attack aircraft, F{ and F-7 fighter-jets and armoured vehicles
from China.l0 Chinese-supplied weapons have found their way to
Indian Kashmiri and Sikh rebels from across the border with Pakistan,
and from Burma and Bangladesh to insurgents in northeast India.11

The share of India's gross national product allocated to defmce has declined from
4.09 per cent in fiscal year 7987-88 to less than 3 per cent in 1994. This is one of the
lowest defence allocations among major countries. For fiscal year 19911-95, the
lndian government appropriated 230 billion rupees (about US$7.35 billion) for
defence, a 7 per cent rise over the previous year's spending level but less than the
inflation rate of 8.5 p€r cent. (lndia, Minishy of Finance, 1994-95 Builget: Denunik
for Crants (Government Printer, New Delhi, 1994).) In the case of Pakistan, real
military spending has fallen slightly since 1992, but the country's level of defence
expenditure - more than 7 per cent of GNP - remains exceptionally high. Pakistan
raised its defence spending by 8.6 per cent in 1994 against an inflation rate of more
than 10 per cent. About 62 per cent of Pakistan's entire 199495 budget was set
aside for debt servicing and defence, with a meagre 23.4 per cent left for national
development. (Farhan Bokhari, 'lslamabad Prepares to Tighten Belt', buth China
Morning Post,
June 1994.) China's defence budget has risen sharply since 1989.
In 1994 alone, China hiked its defence spending by 22per cent. ('Qian Says China
Spends "A Pittance" on Military', Reuters, 16 Mardt 1994.) According to the
International Institute for Strategic Studies, in 1992 China's military budget was
more than three times that of India, while India sPent twice as mudr on defence as
Pakistan. (Tlu Military Bahnce 1.993-7994 (Brassey's for the International Institute
for Strategic Studies, London, 1993), pp.38, 142,152.,
SIPN Yeaftook 7993: Worlil Armaments anil Disrmamen, (Oxford University PreE
Oxford, 193),pp.452-453; BBC Monitoring Service - Asia-Pacifis 28 March 1994.
Ethnic and tribal insurgents operate in all seven states of northeastern India -

ll
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Nagaland, Manipur, Mizoram, Tripura, Meghalaya, Assam and Arunachal

Pradesh. For details, ser Bertil Lintner, 'The Indo-Burmese Frontier - A Legacy of
Violence', /ane's Intelligence Reoiew, Yol.6, No.l, January 7994, pp.38-M.
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China is helping Pakistan to manufacture tanks and other
armoured vehicles. ln'/994, it signed an important technology-transfer
contract to help Pakistan manufacture Chinese.model tanks. Under
the agreement, the Pakistani government's Texala Heavy Industries
will produce the country's new main battle tank, MBT-2000 or Al-

Khalid.l2 The tank will be armed with a sophisticated 125 mm
smooth-bore gun. In contrast, India's Arjun tank is being equipped
with a rifled gun, an older technology effective against bunkers but not
rated well in anti-tank warfare. China also signed a contract in 1994 to
sell its new K-8 advanced jet trainer to the Pakistan Air Force. The
conhact - China's first overseas sale of the trainer-iet developed by the
Nanchang Aircraft Manufacturing Company - provides for the export
of six K-8s at US$3 million apiece.l3 ln 1994, Pakistan began
producing a rebuilt version of a Chinese MiC fighter.
The emergence of several new independent Islamic states close
to its northern frontiers as well as the rising military power of Iran are

also influencing India's strategic perceptions and thinking. The
International Institute for Strategic Studies confirmed in 1994 that
China had sold 20 CSS-8 short-range ballistic missiles to Iran.l4
Troubled by political and economic disputes with even its smaller
neighbours, India believes the possible rise of Islamic fundamentalism
across Central and Southwest Asia could create a web of security
alliances in the region bonded by religion, making India politically and
militarily more vulnerable. Although Islamic ties have not served in
the past as a useful or long-lasting bond in securiqr alliances, the

Islamic reawakening now sweeping much of Central Asia has
significant policy implications for India, China and Russia. This
religious development is occurring in some of the ex-Soviet Republics
and in China's predominantly Muslim, oil-rich Xiniiang province
(formerly Eastern Turkestan). The Muslim insurrection in Kashmir
could be seen as part of this pattern. India has a large and growing
Muslim minority, already the world's second-biggest Islamic
population after Indonesia's, and has reasons to be concerned over a
possible resurgence of Islamic political power in Central and
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Asia. It is seeking to promote political and economic ties
with many Muslim countries, including the ex-Soviet Republics, Iran,
Southwest

and Saudi Arabia.l5

Despite the thaw in Sino-Indian relations, the long-term
implications of China's growing military capabilities cannot be
overlooked by New Delhi. Poliry makers and military planners have
to examine an adversary's technical capabilities, not avowed political
intentions, which can change at any time - as they did, for example, in
7962 and 1979 when China set out to 'teach a lesson' to India and
Vietnam. In recent years, rising military and economic power has
given China a new sense of confidence, and the danger exists that this
con6dence could slide into military arrogance. This was underlined in
1992 when China chose to conduct its largest-ever nuclear test while an
Indian president was visiting China for the first time.16

The ongoing Chinese military buildup carries major
implications for Asian security. The fact that the buildup began after
the end of the Cold War and the disintegration of China's main foe, the
Soviet Union, indicates Beijing's desire to project power far beyond its
borders. Communist China faces no real security threats today and,
for the first time in its history, is enjoying unparalleled calm along its
land borders. The sharp rise in real defence outlays has made China
the world's third-largest military spender after the United States and
Japan. Official figures on military spending are highly unreliable and
cover only salaries, housing and portions of research and
development, weapons procurement and arms sales. It has been
estimated by Gerald Segal that China's current unofficial defence
budget, based on purchasing power parity calculations, could be in the
range of US$36-72 billion.lT This includes State Council allocations to
defence-related industries, military research listed under the state
I5
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science and technology budget, and earnings from arrns exPorts and
PLA-run industrial and commercial enterprises.
The Central Military Commission confirmed in May 1994 that

china is testing neutron and laser bombs in sichuan's Yaan area.
However, it is the continued nuclear testing at Xiniiang's lop Nor site,
barely 1,100 kilometres northeast of Kashmir, that is the most
controversial. This nuclear testing, in defiance of a de facto
international test moratorium, sends a clear message to China's
neighbours and the rest of the world that Beiiing intends to continue
determinedly with its nuclear expansion'

Recent studies have revealed that the size of Chinese nuclear
forces has grown substantially since the early 1980s, and that Beiiing's
arsenal is perhaps now larger than that of France. One study estimates
that Chini built about 700 warheads of all types between 1964 and
7992,but that the number of deployed weaPons is actually lower'l8
The us intelligence warning to congress in 1985 that China was likely
to double theiize of its nuclear armoury in 10 years could well come

estimates, Beijing has at least 500 deployed
nuclear weapons, including an arsenal of tactical weaPons. The
Chinese arsenal, which has doubled in the past 15 years, is likely to
grow even larger in the absence of effective international arms-control
measures. The lack of any transParency in Chinese nuclear
deployment strategy has been a major cause of concern to India,
especially in view of continuing reports by Tibetan SrouPs about the
prbsenceof nuclear weapons in areas close to India'lg

true. By conservative
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TABLE 5:1
CHINESE NUCLEAR WARHEADS

(A CONSERVATIVE ESTIMATE)

1964

1

7971

55

7977
1981

7984
1,994

Note:

0
45

0
0

100

100

80

20

200

100

t3
r20

300

145

725
149

190

183

150

523

1

474

First two columns refer to weapons deployed with strategic forces.

Sources: SIPRI Yearbook 7994: World Armaments and Disarmament (Oxford
University Press, Oxford, t94); Norris, Burrows and Fieldhouse,
Nuclear Weapons Databook Vol. V: British, French and Chine* Nuclear
Weapons; Jane's Strategic Weapons Systems,lssue 3, 7990; The Bulletin ot'
the Atomic Scbntists, Vol.49, No.4, May 193; personal interviews.

In the next

decade, India's strategic vision and role

will

be

shaped by a number of emerging domestic and external factors. The

country's unstoppable technological momentum will help extend its
strategic vision far beyond its shores. In spite of domestic constraints,
India will have a strategic vision in consonance with its desire to
enhance its international prestige and be an important player in world
developments. This strategic vision, however, will focus primarily on
the Indian Ocean region, rather than the wider Asian region or the
globe. By the turn of the century India could emerge as an important
exporter of conventional weapon systems and could reinforce its
capabilities to produce and export sensitive technologies.
India's Technological Base
India's military capabilities are likely to expand significantly in

the next decade as technological development accelerates in
commercial and defence sectors. With military innovations in

the
the
world relying more and more on commercial technologies and items,

the Indian defence industry will benefit directly from the ongoing
economic reforms, which are likely to help set up a high-tech
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industrial base. The key to military modernisation today is the
application of commercial technologies, particularly advances in the
processing and transmission of information.

Although the Indian defence industry is one of the few sectors

not opened up to Private investment and competition under the
reforms programme, it is unlikely to remain cocooned for too long.
The fedeial go.rernment has already invited the private sector to assist
the military industry in the manufacture of essential components. The
Indian space industry has shown the way in obtaining private sector
assistance. Thus the Indian Space Research Organization has coopted
the private sector in a major way in its space launch vehicle and
satellite construction programmes.

Over the decades, India employed science as a vehicle for
national autonomy and sovereignty, exercising strong political control
over the national research agenda.20 Policy makers believed the model
of a government-sponsored science push was the best for economic
development. They emphasised import substitution, rather than
international competitiveness, as the critical goal of indigenous
research and development (R&D). Science was virtually coopted as a

part of the government, with scientists viewing themselves as
members of a bureaucratic, hierarchical structure. The
bureaucratisation of Indian science, in the words of a now-dead
science policy maker, Y. Nayudamma, created a scientific-work
environment with the following features: 'caution, rules, reviews,
screenings, scrutinies, committees, controls, centralization, delays,

doubts, indecision, inaction, suspicion, friction, and

less

communication'.21

The obsession with import substitution as the key element of
self-reliance led to warped R&D priorities and the sinking of billions of
dollars in wasteful research projects, particularly those in the defence

sector. Consequently, the Indian industry and military today remain
dependent on imports in many high-tech areas. An example is the
main battle tank, Arjun, which despite nearly two decades of research
and a colossal budget is to be produced with 35 per cent of its
20
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Brahma Chellaney, Technology and Seatity: lmplicatbns ol the Expndi1g Web of
Technology Controli (Centre for Policy Reseaich, New Delhi, l9%1,pp.2L28Y. Nayudamma, Macro-Micro Linkages for Productioity Improoemenl (Asian
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components imported, including the engine and transmission system
from Germany. The same R&D policies, however, have helped
develop some world-class, leading-edge technologies, making India a
technology showcase among the developing countries. An example is
the Param supercomputer, built by the governrnent-run Centre for
Development of Advanced Computing within a few years of its
establishment in 1987. Sold to the Russian space programme, Param
costs around a tenth of the cost of an equivalent US Cray

supercomputer.22 India's Council

for

Scientific and Industrial

Research (CSIR), despite criticism of its funding priorities and goals,

has made an important contribution to the development of Indian
industry through its 41 research laboratories.23 The widely diversified
Indian manufacturing sector - the twelfthJargest in the world - is able
to meet most domestic input needs and also export capital goods to
other developing countries.

It is now being increasingly acknowledged that the freeing of
science from bureaucratic control is essential for promoting innovative

and competitive research. A new R&D strategy is likely to result from
the current market-oriented reforms. At present, however, the Indian

R&D complex remains under state control, with the private sector's
investment in the development of new commercial technologies still
fairly small.

Although India has a large research complex, its R&D
spending is small compared to that of other large countries. Indian
R&D expenditure as a share of the GNP grew steadily from the 1950s,
rising from nearly 0.2 per cent at the end of the Second Five-Year Plan
(19ffi-61) to a peak spending of slightly more than 1 per cent during
1988-89.24 After that, R&D outlays began declining, amounting to only
0.9 per cent of the GNP in the '1992-93 fiscal year before growing
national concern prompted the government to reverse the trend.
Advanced industrial economies spend an average of 5 to 6 per cent of
22
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'A High Flyer from the Villages - Sam Pitroda', ElectronicsTimes,14 Apil1994.
See A. Rahman, Philonphy of Scbnu and lts Applicatbn to tlu Science and
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their GNP on science and technology. While the United States spends
more than US$150 billion on R&D, the rapidly rising fapanese research
budget now totals more than US$100 billion. In the fiscal year 7993-94,
the Indian R&D budget totalled a mere US$875 million.2s In part to
compensate, the Indian government's new industrial policy seeks to
boost private-sector involvement in high-tech research.

The sharp fall in Indian military R&D spending has evoked
concern in the country. Appropriations for defence R&D totalled
US$308 million in the fiscal year 1993-94 - less than 5 per cent of
aggregate military spending.26 This compared with R&D spending of
14.8 per cent in 1983. The decline of the R&D share of the annual
defence budget prompted the parliamentary Estimates Committee to
recommend in1992 that the government slash military manpower and
pump more money into R&D.27 At present, more than 60 per cent of
the defence budget is used for payment of salaries and benefits,
diminishing the Indian military's'teeth-to-tail' ratio. Moreover, the
culture of secrecy pervading the defence R&D complex has acted as a
barrier to the flow of dual-use technologies to commercial industry.
With the exception of the space sector, the linkage between strategic
programmes and industry remains poor.

The Defence Research and Development Organisation
(DRDO), which receives about 50 per cent of total defence R&D
outlays, has contributed significantly to fulfilling many of India's basic
defence requirements. But the agenry has failed to plug some critical
gaps. With 47 laboratories, dozens of other facilities and 16,000
scientists, engineers and technicians, the DRDO was set up to
spearhead the development of advanced weapon systems and
munitions. The DRDO and the Department of Defence Production and
Supplies have helped build the developing world's next most
advanced military technology base after China's. For example,
according to aggregate arms production figures for 195G84, India
25
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will fall further during 7994-95 without additional
appropriations later in the year because the government unveiled a defence R&D
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ranked as the number one major-weapon-producing country in the
Third World, excluding China.28 Nearly a third of all weaPons
produced in the developing world during this Perid were
manufactured in India. But the disintegration of the Soviet Union and
the resultant chaos in the military complex there exposed the serious
vulnerabilities of India's own military industry. In the foreseeable
future, India's conventional military structure will remain dependent
on high-tech imports and vulnerable to external supply disruptions.
India's attraction to nuclear and missile deterrent capabilities
stems partly from the deficiencies of its conventional technological
base and the prohibitive costs of conventional military modernization'
For a country that confronted four attacks from across its borders in
the first 24 years of independence and still retains a defensive defence
strategy as reflected in its infantry-dominated army, the relative
cheapness of nuclear and missile deterrent capabilities is an important
consideration in military calculations. For instance, ballistic missiles
are cheaper and easier to operate and maintain than manned bombers
or fighter-aircraft. India's state-run Bharat Dynamics Company
estimates the commercial cost of producing a Prithai short-range
ballistic missile (SRBM) at about US$500,000, as comPared to the 1994
export price of US$27 million for a US F-16 fighter-iet.

'

India's ballistic missile programme, run by the Defence
Research and Development Laboratory (DRDL), is a story of
remarkable success. Set up in 1983, the programme developed and
tested five different missile systems in its first seven years. Headed by

A.P.]. Abdul Kalam, the scientist who brought India into the civilian
space club in 1980 by placing a satellite in orbit with an indigenous
rocket, the missile programme has considerably strengthened India's
nuclear-delivery capability through flight-tests of the Agni

intermediate-range ballistic missile (IRBM).2e Spurred by China's
burgeoning arsenal of nuclearised and conventionally armed missiles,
and by potential extra-regional threats, India is now seeking to
develop a missile system with almost double the 1500-mile range of
the Agni. The Agni tests helped the DRDL scientists to master critical
guidance and re-entry vehicle tcchnologies.
28
29
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India's space programme, which already has surveillance and
reconnaissance capabilities, received a major boost with the successful

launch of the Polar Satellite l.aunch Vehicle (['1SLV) in October 1994.
Its construction of the sophisticated remote-sensing /RS-14 and 18 and
multi-mission Insat-2 series of satellites testify to its leadership in
satellite technology amongst the developing countries.3o India has a
greater depth of expertise in satellite technology than even China,
although it continues to lag behind in rocket technology. With the
I'lSLVs, India can launch advanced civil and military spacecraft. The
Indian-built IRS-P2 imaging satellite successfully placed in orbit by the
first PSLV is using a linear imaging scanner with a CCD array to
provide a spatial resolution as high as 36.5 metres across four spectral
bands. Future PSLV launches will loft remote-sensing spacecraft with
multispectral linear arrays providing resolutions as high as ten metres,
making them almost comparable with current SPOT-class spacecraft.3l
The development of powerful rocket boosters to loft heavy, two-ton
satellites, as envisaged in the Geostationary launch Vehicle (GSLV)
prograrune, will give India an undisputed intercontinental ballistic
missile (ICBM) capability.

India has progressively strengthened its threedecade-old
nuclear-weapons capability. From the time it began producing
plutonium in 7964, the country has accumulated enough fissile
material to manufacture at least 55 bombs by the most conservative
estimates. This figure is based on plutonium production at Dhruva
and CIRUS, two of the country's eight research reactors, and does not
take into account the low-quality plutonium available in the
commercial nuclear-power programme. (The value of commercial
reactor-grade plutonium for weapons manufacture is dubious despite
claims to the contrary by advocates of nonproliferation.) India is now
operating a second centrifuge uranium enrichment facility, located in
southern Karnataka state.32 The first enrichment facility was
completed in 1985 at the Bhabha Atomic Research Centre (BARC),
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outside Bombay.S The enrichment programme is linked to Indian
plans to build nuclear-propelled submarines and thermonuclear
weaPons.

The nuclear-powered submarine (SSN) programme has been
afflicted by mairr design problems that make it virtually impossible
for the first SSN protot5rpe to be ready before the turn of the century.34
Little is known about India's interest in developing fusion weapons
except for some reported design work at the Bhabha Atomic Research
Centre. United States Central Intelligence Agency Director, fames
Woolsey, told a Senate committee in 1993 that India appeared to be
working on fusion weapons.35
Implications for Asia

A new balance of political and economic power is likely to
unfold in Asia in the years ahead, with Chin4 India, fapan and Russia
at the centre-stage. In the new global and Asian power equilibrium,
the security of a number of states will remain inextricably linked with
nuclear weapons. The continuing political and military utility of
nuclear weapons is reflected not only in the determination of India,
Israel and Pakistan to retain their nuclear options but also in the
growing demand of several Eastern Europe states to be admitted to the
15-member NATO alliance and come under its nuclear and collective
security umbrella, as enshrined in Article 5 of the Washington Treaty.
Today, about two dozen states in the world have their security tied to
nuclear weapons either through pursuit of national nuclear
prograrffnes or through positive security assurances from the
weapons states.
Russia's return in fanuary 7994 to a first-use nuclear doctrine,
the United States' recent statement on its nuclear posture review, and
The two facilities together might be able to produce about 18 pounds of weapons-

grade uranium per year. David Albright, Frans Berkhout and William Walker,
Wrld Inoentory ol Plutonium and Highly Enicheil Uranium 7992 (Oxford University
Press for SIPRI, Oxford, 1993\, p.1,62.
lndia acquired a Soviet nuclear-propelled submarine at the beginning of 1988 but
returned it ahead of the expiry of its three-year lease after encountering safety
problems.
Cited in Eric Arnett, 'Military Technology and International Security: The Case of
India' in SIPN Yearfuk L994: Worlil Armaments and Disrmament (Oxford
University Press, Oxford, 1994).
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China's continued nuclear-arsenal expansion unmistakably show that
traditional big-power perceptions of the utility of nuclear weaPons
remain deeply rooted.36 If nuclear weapons are truly intended for
deterrence oniy, then the present - and planned - size of the arsenals of
all the declaied nuclear-weapons states are by any calculation
excessively large. Unless the role of nuclear weaPons diminishes
markedlyin naiional strategies, the focus of proliferationcould shift in
less than a decade from the developing to the developed world,

especially if there is a radical change in the Present_ structure of
security alliances and umbrellas. The retention of NATO in the postCold War era and the attempt to extend security cooperation to other
nations through the organisation's 'Partnership for Peace' Programme
are aimed at containing such dangers. The survival of the us-japanese
security alliance is also critical to preserving the present U$dominated
global power structure and to preventing the rise of a militaristic
|apan.
India, confronting two nuclear-capable adversaries and
potential extra-regional threats, will cling steadfastly to its nuclear
bption in the absence of global denuclearisation. India's real defence
spending has plummeted in the past six years, and the country seems
unlikelylo have the resources in the coming years to maintain a welloiled conventional military machine to address its numerous security
concerns. These include a massive Chinese military buildup, new
conventional arms purchases by Pakistan, the rising Power of lran, and
the emergence of Central Asia as a factor in Indian security. Indian
analysts see these developments as underscoring the importance of
nuclear and missile deterrent capabilities to their country.

A major question is whether India will overtly weaponise or
retain its current strategy of nuclear ambiguity. Some influential
Indian military analysts have contended that their country's security
interests could be served well by nonweaPonised deterrence as long as
there was a solid, operational capability to ready nuclear weaPons

36
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within a day or even hours.37 If weapons could be kept in semi-ready,
semi-assembled state, it would reduce or eliminate the onerous
responsibilities involved in servicing and maintaining nuclear arms
and replacing decaying material. It is not clear whether it is
practicable to develop a technical capability to quickly assemble and
operationalise nuclear weapons. However, even if India pursues
weaponisation, it is unlikely to publicly crow about its arsenal, but
rather is likely to adopt a nondeclaratory posture like Israel. A
nondeclaratory posture would best serve India's interests.

The development and deployment of passive and active
in Southern Asia against weapons of mass destruction
(WMD) would be technically and operationally difficult and
prohibitive in cost, even if China, India and Pakistan shied away from
US- or Russian-style deterrence strategies targeting population and
economic centres. High population density is a mapr constraining
factor. By most accounts, the three regional actors have more modest
deterrence and targeting strategies. They seem to be developing
threshold deterrence capabilities against their principal potential
defences

adversaries (China against the United States and Russia,India against

China and Pakistan, and Pakistan against India), although the
overwhelming predominance of intermediate-range and tactical
nuclear weapons in China's present arsenal provides it with 'overkill'
deterrence against India. Since deployed defences against WMD
cannot provide adequate protection, national strategies in the region
are more geared towards deterring WMD use by an adversary.

India's apparent nuclear strategy seeks to deter a WMD attack
by developing the appropriate doctrine, tactics and capabilities, while
at the same time attempting to reduce the risks of attack through nofirst-use guarantees and confidence.building measures such as an
agreement not to target population and economic centres. This is
reflected in the submission of Indian proposals to Pakistan for an
agreement on no-first-use of nuclear capabilities and an extension of
an existing pact to abjure attacks, not just on nuclear sites, but also on
political and economic centres. Indian efforts to begin a nuclear
dialogue with Beijing have been stymied by Chinese argumentation
that India itself does not acknowledge being a nuclear-weapons state.

37

for example, the chapter by General K. Srurdarji in Francine R. Frankel (ed.),
Briilging the Nonproliferation Dioiile: The Uniteil States and lndi.a (University Press of

See,

772 lndiaLook East

current chinese strategic doctrine appears aimed at strengthening a
second-strike capability against possible'nuclear strikes from Russia,
India or from United State-s military forces based in japan or Guam"s
china is also seeking to enhance its intercontinental-range capability,
as at present it only has a handful of deployed missiles that can reach
continental United States. A senior Chinese scientist, He Zhaxiu,

recently revealed that as part of a strategy to maintain a much smaller
than the United States and Russia, China has decided it would
".r"n.i
retain its no-first-use doctrine but would target enemy locations most
difficult to defend - 'soft targets' such as big cities.3e The scientist said
the future size and strength of the Chinese arsenal would depend on
calculations of the survival rate of Chinese weaPons following an
enemy first strike, the retaliation rate of Chinese missiles, and the ratio
of miisiles that would be able to penetrate the adversary's defences.
The rapidly growing military and economic power of China is
likely to heighten concern in southeast and East Asia in the coming
yu"ti. A powerful India may also be viewed with unease in Southeast

Asia, but

is also likely to be widely viewed as an important

counterweight to China. China is expected to play an assertive role in
Asian and gtobat affairs in the years ahead, and the chinese shadow
already looms large over the ASEAN Regional Foru1 and APEC'
Over ihe next decade, China is expected to become the dominant
player in Asia. India in that period will not be in a position to take on
ctrina militarily and diplomatically. China's permanent membership
in the United Nations security Council gives it a political and

diplomatic clout that India cannot match. The Asian geostrategic
situation could, of course, change dramatically in the event of a
military resurgence in Russia or Japan.
India and China are expected to be locked in intense but quiet
political, economic and military rivalry over the next decade. As
ielations between the two Asian giants normalise, neither country is
likely to try to provoke the other. On the economic front, India and
China wili spearhead the boom in Asia. Although the Chinese
economic reforms began as early as 't978 and Chinese economic
38
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growth remains the highest in the world, the Indian market offers a
number of distinct advantages to foreign investors as compared to
China. These, according to US Under-Secretary of Commerci,leffery
E. Garten, include India's well-developed, Western-style legal and
financial systems; a large, flourishing private sector; the widespread
use of English; a huge mid{e class; and, most importantly, a stable,
democratic political system.4o

In the medium term, the Indian economt with its highly
skilled manpower and diverse industrial manufacturing base, could
outperform the Chinese economy. According to a study by an
independent global research group, India wilt emerge as the largest
consurner market in the world in less than six yeans.4t Although the
countqz's US$250 billion economy is currently growing at about 4.5 per
cent a year, several infrastructure and high-tech sectors are expanding

far more rapidly. Sino-lndian economic rivalry is evident in the
current competition to attract Western capital and win concessional
credit from multi lateral lending institutions.
Military rivalry will also be low-key. China's nuclear and
conventional military modernisation programmes appear geared to
building power projection force capabiiiti"l as well as'safeguirding its
long frontiers. Today, China is trying to modernise its strategic
submarine force, improve nuclear support and logistics, computerise
communications and control networks, and train for nuclear combat in
all weather and geographic conditions. More than half of the increase
in its military spending is going into research and development of
high-tech weapons, including low-weight, high-yield plutonium
warheads, neutron and laser bombs, submarine.launched ballistic
missiles (SLBMs) and electronic warfare systems. It has partly
succeeded in converting its land-based missiles from liquid to solid
fuel use, thereby increasing mobility, reliability and survivability. It
has armed its Xia-class submarine force with 24 lulang-l SLBMs, and is
now developing the intercontinental-range I ulang-2. China's retention
of battlefield nuclear weapons can only cause serious concern to India
since Russia, China's only neighbour with an acknowledged arsenal of
Jeffery E. Garten, US Under-Secretary of C-ommerce, 'lndia and the United States A New Relationship for a New Era', speech to the India-United States Business

Council, New Delhi, 16 November 1994.
Study by the Centre for Global Trade and Development cited by United Press
International, 1 December 1994.
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such weapons, is currently eliminating most of them. The strategic
logic of China's retention of tactical arms is not clear'

India's military modernisation in the next decade will aim to
plug the current gaps it conventional defence, such as the lack of a
mut-tirole combai aircraft with aerial refuelling capability that could
strike targets in the chinese heartland. India will also seek to
strengthei its missile capability in response to China's ongoing missile
modJrnisation programme and the Chinese role in creating and
enlarging missife threats to India. For example,_ saudi -Arabia's 30
(CSS-2s), capable of travelling 2,700
Chinese-iupplied
-with DF-3s
a 1,500 kilogram warhead,42 could strike targets in
kilometres
more than half of India, including the national capital.

Located adiacent

to

nuclear China and nuclear India,

Southeast Asia is likely to be more attracted to the idea of a regional

nuclear-weapons-free zone. Encouraging Progress has already been
reported in drafting the treaty on a Southeast Asian nuclear-free zone
(SEANFZ). But the creation of a SEANFZ is likely to be a long process.
In an age in which nuclear weapons can be fired from anywhere into a
region,-security benefits from the creation of a nuclear-free zone NFZ)
are li^ited to deterring any regional actor from having nuclear
ambitions. In a substantive sense, a NFZ cannot lower the health and

environment risks to its citizens of a possible nuclear exchange
elsewhere or, as ASEAN is discovering, even prevent ships and
submarines in its waters or aircraft in its airspace from having nuclear
arrns on board. The creation of a NFZ is a politically symbolic step,
with few military ramifications, unless it involves a nuclear-capable
regional state giving up its capability. ASEAN has had to assure the
unitea states that the proposed SEANFZ would Preserve all existing
rights of passage through international sea-lanes and airspace. In the
pist tt e United States has opposed some nuclear-free zones on
grounds that they could undermine its nuclear deterrence strategy,
irhile accepting ihe creation of NFZs in other regions. The United
States so fir his declined to accede to the protocols of the Treaty of
Rarotonga of 1985, which created the south Pacific Nuclear-Free Zone
(SPNFZ). American officials say the clinton administration is
reviewing US policy on the SPNFZ and the proposed SEANFZ.

42

Missile Monitor, No.3, Spring 1993, p.3.
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How does the growing Western interest and involvement in
the Indian market impact on current Western export controls on the
sale of a wide array of advanced technologies to India? The United
States has scrapped many of the Cold War controls on exports to China
and Russia as part of its strategy to win their support for multilateral
technology controls directed at other countries and for setting up
COCOM's successor-cartel.43 India, because of its refusal to accede to
the nuclear Non-Proliferation Treaty as a non-nuclear-weapons state,
remains a major target of Western national and multinational
technology controls. The end of the Cold War, ironically, has led to a
rapid expansion and strengthening of export barriers, with the focus of
controls now increasingly on dual-use technologies. Since all
advanced technologies have dual applications in the military and
civilian spheres, the new exportrontrol strategies carry the danger of
severely curtailing the flow of technology at the cutting edge of civilian
modemisation. Also, technology controls now are ominously
changing from an East-West perspective to a North-South perspective,
as reflected in the decision to set up a revamped, renamed COCOM.
As Western countries gain greater access to the Indian market

for their goods and

services,

India will inevitably demand greater

reciprocal access to technology. New Delhi has indeed already opened

43

The Committee on the Coordination

of Exports to C-ommunist Countries
(COCOM) was a product of protracted negotiations in London among the Second
World War allies and began first as an unpublicised 'Consultative Group'before a
formal institutional framework was created. lt was s€t up in 1949 just after the
United States, seeking to establish mntrol mechanisms on the flow of technology
with potential military applications, had enacted its Export C-ontrol Act along with
separate legislation dealing with nudear energy and munitions. COCOM's
control structures dosely mirrored the United States' own export-control laws of
that period. Its three lists dealt with industrial technology, munitions and atomic
energy. During 199G91, COCOM significantly reduced the number of controlled
items - a process designed to make contsols more manageable and effective that
began in the 1950s after the sweeping restrictions etablished in the previous
decade, The most important COCOM development was the establishment in late
7991 of a 'core list' of embargoed strategic technologies that replaced the
'International Industrial List'of dual-use items. Although the core list represented
a sharp reduction in the controlled items, the broa4 leading-edge technologies
incorporated in the new list gave COCOM a more strategic and sharper bite.
Almost all the nine categories of technologies in the core list were at the cutting
edge of civilian and military modernisation: electronics; telecommunications;
material processing advanced materials; computers; marine technology; sensors;
navigation and avionics; and propulsion systems. On 1 April 1994, COCOM was
disbanded, but its controls are to be kept in place until the formation of its
successor.
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up a dialogue with the United States on its concerns over what it
perceives ire .epressive high-tech controls. While working to
dismantle global import and investment barriers, Washington has
helped erect new and stronger barriers to technology trade. united
Staies-sponsored export controls should be viewed as a 'unilateral,
artificiai, politically-motivated barrier' to the liberal, free-trade regime
that the United States has always so ardently advocated.& A true freetrade regime has to include not only goods and services but also the
technological processes involved in manufacturing the goods and
rendering the services.
Security-tied export controls are enforced through a multitude
and national export lists, such as the us commerce
multinational
of
List, with overlapping domains and Byzantine
Control
Commodity
regulations. These lists embrace a host of leading-edge technologies,
such as biotechnology, advanced composite materials, microelectronics
and information technology. In 1993, President clinton significantly
raised the MTOPS (million theoretical operations Per second)
threshold level for export of computers, citing the availability of highperformance computers in non-COCOM countries like India. Indian
icientists built the Param supercomputer after the country was denied
a Cray supercomPuter. In 7994, Washington ended the government
monopoly on high-resolution imagery of the earth and allowed the
sale of remote-sensing images of medium-grade resolution to domestic
and foreign entities. India, which has started selling its own sPacebased imagery to a US agency, is likely to have by 1997 at least one
SPOT-class satellite in orbit providing 10 metre images, which the
United States still regards as a threat to its military strategy and
deployments.
The present export-control approach towards India will have
to change if Western nations and Japan are to utilise fully the new

opportunlties presented by the liberalised Indian economy and
establish a mutually beneficial partnership with New Delhi. Existing
technology<ontrol policies have been somewhat counterproductive

because they have spurred India to accelerate R&D in critical areas and

to develop some needed technologies locally. Also, India's rise as a
potential second-tier supplier of sensitive technologies means that

U

William J. Long, U.S. Exprt Control Policy: Etecutioe Autonomy os. Congressional
Relorrn (Columbia University Press, New York, 1989), p.13.
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New Delhi will at some stage have to be coopted into export-control
cartels, especially since the ongoing economic rcforms will only further
expand the country's technological base. India already is an important
player in several high-tech fields, including biotechnology,fibre optics,
metallurgy, remote sensing, computers, software, nuclear medicine,
navigation and propulsion. Once the global geopolitical balance
becomes clearer and the dust settles from the current raucous NPT
debate, there is bound to be a new approach to export controls. India,
by its sheer size, potential and capability, cannot remain a mairr target
of export controls for long. With the production and supply of
advanced technologies shifting from governrnental institutions to nongovernmental, commercial channels, the task of effectively controlling
the flow of leading-edge technology is becoming more difficult in the
West. The recent rush to India of multinationals - the spearheads of
new technology development in the'globalisation' trend - also means
that the rigours of the current export controls will ease for India.
These corporations have research and production facilities spread
across international frontiers and are not directly accountable to
governments.

Conclusion
In conclusion, one can say the end of the Cold War helped free
lndia from its economic and foreign-policy straitlacket of four decades,
prompting the government to pursue more pragrrurtic, hard-nosed
policies geared principally to serving the country's national interests,
and to be less inclined to carry the baggage of the developing world on
its shoulders. This sea change in economic and trade policies will help
India to realise its full potential and spur a maior transformation of its
society. The new India, with a broad military technology base, is
expected to be the key player in the Indian Ocean region and an
important component of the emerging Asian geopolitical balance.
India's security, in the foreseeable future, will remain tied to
independent nuclear and missile deterrent capabilities. Despite
lingering differences over nuclear and missile issues, the United States
and India - the world's two largest democracies - are likely to forge
close economic and political ties as they discover many common
securitv interests.
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If India and China were to pin

hands and form a common

trade bloc, as the Chinese Ambassador to India, Cheng Ruisheng,
suggested in 1994, they would create the world's biggest and largely
untipped market. With 40 per cent of the global population on their
terriiories, the two Asian giants could dramatically impact on the
Asian and global geopolitical balance by forging close economic and
strategic tiel. sino-Indian trade has started growing rapidly in-the past
couple of years and could cross the us$1 billion annual mark by 1996.
But the two countries remain deeply suspicious of each other's
intentions, and the humiliating rout of Indian forces by the invading
Chinese army in 1962 remains deeply embedded in the Indian psyche'
The China iactor will remain important in Indian foreign policy,
including in the implementation of the'Look East'strategy. India thus
is likely lo continue to reach out in some measure to Russia, which it
views as a prospective counterweight to China, despite Russia's
present woes.

India's new Look East strategy will pick up momentum in the
next few years, although the country's perceived security threats will
continue mainly to emanate from other directions. The Look East
strategy will focus on building trade and strategic links with Southeast
Asia, Australia, Japan, Taiwan and South Korea. New Delhi's growing
economic and defence ties with Malaysia and Vietnam, and the flow of
investment from Singapore and Hong Kong, reflect the emerging
changes in the Asian geostrategic environment. Indo-southeast Asian

relations should grow significantly in the next few years. Australia
and India share common security interests, and there appears to be
immense potential for building strong economic and defence ties.

CHAPTER 5

SINO-INDIAN RELATIONS AND
INDIA'S EASTERN STRATEGY
J.

Mohan Malik

In September 1993, China and India signed an agreement 'to
maintain peace and tranquillity' along their disputed Himalayan
border. They undertook to respect the line of actual control (LAC), that
is, to maintain the status quo, pending a peaceful, final boundary
settlement, and to reduce military forces along the border in
accordance with the principle of 'mutual and equal security'.l The
agreement was a logical culmination of a series of developments since
the late 1980s, especially the visit of India's premier to Beijing in 1988
and the reciprocal visit of China's premier to New Delhi in 1991; the
end of the Cold War and the bipolar system following the Soviet
collapse; the consequent dramatic changes in the global strategic
environmen$ and the overall improvement in bilateral relations
between China and India.

Yet although Sino-Indian relations today seem to be better
than at any time during the last four decades, one should not assume
that all the hurdles in the relationship have been overcome. This
chapter examines the factors underlfng the current d4tante, analyses
Indian and Chinese perspectives on their bilateral relations, and
considers the wider post-Cold War Asian security environment and
the broad contours of India's 'Look East' strategy. It concludes that,

notwithstanding the thaw in Sino-Indian relations, Asia's two
heavyweights are poised for rivalry for regional dominance and
influence in the multipolar world of the twenty-first century.

Shekhar Gupta and S. Chakravarti, 'Sino-Indian Relations: Vital Breakthrough',
Inilia Toilay,30 September 1993, p.22; 'China and India Paving Way for Peace',
Beijing Rmbw,2G25 September 793, p.6; Lincoln Kaye, 'Bordering on Peace', Far
Eashrn Eanomic Reubw, 16 September 1993, p.l3; and 'Hands across the
Hima layas', Economist, 1 1 September 1993, p.21.
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Sino-Indian Dialogue: An Exercise in Conflict Management
Sino-Indian relations have been soured by several issues and
developments, notably the rejection by the Chinese of the Britishdrawn McMahon Line of 1914 separating Tibet and India, Chinese

repression in Tibet and the flight of the Dalai Lama and tens of
thousands of other Tibetans to India, and the disputes remaining from
the 1952 Sino-Indian border war - in which China occupied 14500
square miles of territory in the ladakh region of the state of |ammu
and Kashmir. Since the 1962 war, relations between the two Asian
giants have been mostly characterised by mutual antagonism, rivalry
distrust and hostilities. The Sino-Soviet split of the 1950s and the IndoPakistani animosity and the subsequent Sino-Pakistani alliance further
exacerbated tensions and rivalry between the two most populous
countries of the world. Border skirmishes took place in 1965 during the
India-Pakistan War and in 1967 on the Sikkim-Tibet border. SinoIndian relations began to improve somewhat in1976 with an exchange
of ambassadors, but till7979 there was no meeting of minds, and each
country challenged and sought to thwart the influence of the other.
Throughout the 1970s and 1980s, China aligned itself with Pakistan
and with Sri Lanka, Nepal and Bangladesh to undermine India's
attempts to establish its regional predominance in South Asia. India
responded by establishing closer ties with China's rival in Indochina,
Vietnam, and by supporting the Hanoi-backed Hun Sen government
in Cambodia.
Following visits by the Chinese and Indian foreign ministers to
in 1,979 and 1981 respectively, both sides agreed
to negotiate a mutually acceptable solution to the boundary dispute.
Eight rounds of talks by the officials of the two countries were held
between 1981 and 1987, but failed to find a mutually acceptable
solution. The period from fune 1985 to May 1987 once again saw a
marked deterioration in Sino-Indian relations over an alleged Chinese
intrusion in Sumdorong Chu Valley in fune 1986. Renewed tensions
on the border resulted in armed clashes, and a fresh spate of
accusations and counter-accusations led to warnings of serious
conseguences from Beijing. Tensions were defused, however, through
high-level dialogue at the foreign ministerial level. At the eighth
round of boundary talks in November 1987, a decision was reached to
upgrade the level of talks from the bureaucratic to the political level.
each other's capitals,
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During Prime Minister Raiiv Gandhi's official visit to China in
December 1988, both sides agreed to set up a irint working group to
crcate qcnditions for'a fair and reasonable settlement'and 'to rnaintain
tranquillity in the border region'.2 They also agreed to work
towards improving overall bilateral relations. Agreements were signed
to establish direct commercial flights and to increase scientific and
technological and cultural exchanges between China and India.
peace and

Many observers have long argued that since neither China nor
India would ever give up the areas they occupy at present, the most
feasible settlement would be the acceptance by both sides of the
eisting LAC, with some minor adjustments in the eastern and westem
sectors. After all, the possession of Aksai Chin in the western sector is
as vital for China as possession of Arunachal Pradesh is for India in the
eastern sector. Since a negotiated border settlement has proved to be
too difficult to achieve, the two sides have now decided to 'put it on
the back burner'. The 'peaca and tranquillity' agreement signed by
Premier Li Peng and Prime Minister Narasimha Rao in September 1993
should be seen as an acceptance of 'on the ground realities'by both
Beiiing and New Delhi.

A Sino-Indian Rapprochement?
In the post-Cold War era, China and India have been obliged
to adiust to the dramatic changes in the global strategic environment.
Deprived of the benefits of the bipolar world, where Beiiing and New
Delhi could in some measure expand their leverage and independence,
they have been seeking to readjust, at times grudgingly, to the
realigned political landscape. China is in part quietly sulking over
what it perceives as the highly unbalanced, USdominated unipolar
world of the post-Soviet era, seeing dark implications. Beiiing has
resented Washington's pronouncements on the issues of human rights,
weapons sales and nuclear technology transfers, and trade issues.
India, long allied with the Soviet Union, has been thrown off balance
by the disintegration of its former ally and has come under pressure
from Washington on a range of issues - from nuclear weapons and
missile proliferation to intellectual property rights and economic
For detailq see f. Mohan Malik, 'Hands across the Himalayas', Pacifk Defena
Rcporkr, Vol.XV, No.9, Mardr 1989, pp.4145.
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liberalisation. New Delhi also shares Beiiing's distaste for US meddling
in regional powers' acquisitions of nuileir and missile technology.3
Similarly, both are concerned that the industrialised North is setting
the international economic and political agenda 'in total disregard of

the developing world's interests and views' on issues such

as

environment, human rights, nondiscriminatory access to technology
and a new world order.4 Both China and India are fully aware that the
basic premise of American strategy in the post-Cold War world is'to
prevent the emergence of any great Power that can challenge
American dominance in Europe or in Asia"s And both are keen to
emerge as independent power centres in a multipolar world, which
means a world where America's relative Power declines and regional
powers dominate in their respective spheres of influence'

In the long term China sees its strategic military prowess and
growing economic power as offsetting American hegemony, but in the
ihort term many Chinese see their country's role as that of the leader
of a bloc of natlons challenging American suPremacy.5 It is against
this background that China sees some benefit, for the time being, in
making common cause with India so as to resist'arm-twisting'by the
United States. The Chinese leaders reportedly told the visiting Indian
president that 'if Third World countries like China and India did not
unite and cooperate they would be "left behind", and "bullied" by
others'.7 while pointing out the differences in the Indian and chinese
political systems, the Indian side agreed that 'as great and ancient
In August 193, the United States imposed sanctions against China for allegedly
violating international agreements by selling missiles to Pakistan (these sanctions
were lifted in October 7994 after China pledged to abide by the missile control

4
5

regime guidelines), and a year earlier, it pressured Russia to cancel its @ntract to
supply cryogenic rocket engines to India. On the trade front, Japan has_ also been
feefn8 thi, United States' pressure. Still, a common front or even coordination of
policies by the three poweis against Washington can be completely ruled-out. _ .
kaye 'Boidering on Peace'; J. Mohan Malik, 'lndia Copes with the Kremlin's Fall',
Orbis,Yol.37, No.l, Winter 1993, pp.69-87.
Far Eastern Economic Reobw, 15 April 1993, pp.lGl1. According to the Pentagon's
'Defense Planning Draft, 1994-1999', Washington ProPos€s to 'discourage Indian
hegemonic aspiritions over the other states in South Asia and on the Indian
Ocian'. See Neu.' YorkTimes, S March 1992; also sep-lnilian Defncc Reoicw' Aprrl
1992,p.26.
B.S. Glaser, 'China's Security Perceptions: Interests and Ambitions', Asian Suroey,
VoI.XXXII, No.3, March 1993; Chang Ya-chun, 'Peking's Asia-Pacific Strategy in
the 1990s', Issues & Stuilies, Vol.29, No.l, January 1993, p.85.
Zheng Ruixiang, 'Shifting Obstades in Sino-Indian Relations', The Pacific Reoiew,
Vol.6, No.l, 1993, p.65.
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civilisations', India and China 'cannot be told what to do'by the United
States on subjects such as human rights.E Apparently, with the
disappreance of a countervailing power in the former Soviet Union,
the two Asian giants do see some mutual gain in cooperating to match
the United States in Asia. As a result, tensions between India and
China have eased somewhat during the last few years.

But India's desire to mend fences with China extends beyond
the need to counter the US-dominated world order. Bereft of Soviet
military and diplomatic support, India is working on new alignments
and security arrangements to assert itself in Asia. Given its
deteriorating relationship with Pakistan in recent years, a crucial step
for India is to improve relations with China - but without giving away
too much.9 From New Delhi's perspective, a durable peace with China
will help India to concentrate on the more vexatious internal security
problems in Kashmir, Assam and elsewhere and on its seriously
deteriorated relations with Pakistan. Ddtente with China affords the
opportunity to free up at least two-thirds of the Indian mountain
divisions on the Chinese borders. The redeployment of five of these
divisions and half a dozen fighter squadrons on the Indo-Pakistani
border would probably give India a decisive military edge over
Pakistan and help in counter-insurgency (COIN operations in
Kashmir.l0 Besides, the acquisition of electronic and photointelligence capabilities of surveillance on the Chinese border has
imparted a sense of security and confidence in the Indian defence
establishment, which now feels that'the short-term Chinese threat is
all but over'.l1
Like India, China has its own separatist problems in Tibet and
Xinjiang. The main Chinese forces in Tibet are oriented against a
possible intemal revolt. Western intelligence estimates put Chinese
troop numbers in Tibet at between 100,000 and 200,000. In short, both
8
9

10

11

Kaye, 'Bordering on Peace', p.13.

Nirmal Mitra, 'Coming Closer', Sunday (Calcuna),2T29 August 19/2, p.59.
Gupta and Chakravarti, 'Sinolndian Relations', pp.2L25; Inilian Dcfencc Rmiew,
April 1992, p.8. Despite some &awdown in force levels on the Sino-lndian border
following the September 1993 agreement, the Indian military wants to keep at
least 5 out of 11 mountain divisions deployed there. As a result of China's
growing profile in Rangoon, more resources are being allocated to police India's
long-neglected border with Burma.
Manoj foehi, 'Shy Hands across the Himalayas', AsitPacific Defence Reprter,
Vol.XIX, No.l0/ll, April/May 1993, p.l5.
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China and India have become increasingly aware that the biggest
threat to their security comes from within and not from without.
This is not to say that the circumstances of the post-Cold War

world have turned the two 'natural rivals' - India and China - into

'natural allies'. Post-Cold War realism demands peaceful co-eistence,
with old enemies finding new areas of common interest. The common
interests of India and China are likely to outweigh their differences at
least over the next decade.l2 A number of developments indicate a
warming of relations between the two Asian giants: for the first time,
Beijing has promised not to use'the Pakistani card' against India, and
offered 'flexibility' on Sikkim. More importantly, the Chinese have
adopted a neutral stance on the Kashmir dispute, favouring a bilateral
solution negotiated by India and Pakistan. In return, India has
reassured China on the Tibetan question.l3 Signs of 'a new era' in
Sino-Indian relations are everywhere: educational, cultural and
economic links have been established and are being strengthened;
border trade across the Himalayas has been re-opened after nearly 30
years; and talks have been held to promote defence cooperation
between the two countries. A year after the 'Peace and tranquillity'
agreement was signed, Chinese Defence Minister Chi Haotian visited
New Delhi in September 1'994 to hold further talks on its
implementation.l4 In recent years, Beijing has refrained from
entanglement in India's disputes with its neighbours, aPparently
because China feels it needs all the friends it can get.
These positive developments in Sino-Indian relations have led
some observers to speculate whether Beijing has finally come round to

accepting the idea of some sort of cross-recognition of spheres of
influence: China's acceptance of Indian pre-eminence in South Asia in
exchange for Indian acceptance of Chinese pre-eminence in Southeast

t2
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Economist, 1 1 September'1993, p.2'1.
BBC, Summary bf World Broadcasts: Far East, 1789,
and Chakravarti,'Sino-lndian Relations', p.23.

C/2,9 September 193; Cupta

'Border Breakdown', Far Eastern Economic Reoieu, 22 September 1994, p. 12;
'satisfaction over India Border Talks', %uth Chitu Moraing Por.t, 13 September
194, p.10. The defence minister's visit was preceded by that of the_deputy chief
of the general staff of the PLA, General Xu Hui Zi, who visited New Delhi in
December 1993. See Ranjan Gupta, 'lndia, China to Withdraw Troops', Austtalian,
1-2 January "l-994, p.9.
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Asia.ls One analyst wonders whether the next logical step would be to
reach a similar tacit understanding to delineate naval spheres of
influence between the northern Indian Ocean and the South China
Sea.15 But a closer examination of the Indian and Chinese perspectives
on their bilateral relations and world views and New Delhi's evolving
'[.ook East' shategy shows that a genuine post-Cold War ilAtente
between the two can certainlv be ruled out.
Indian Perspectives on Sino-Indian Relations
India's military planners visualise a multipolar world in the
twenty-first century, with the likely emergence of several leading
powers in the Asia-Pacific, notably China, |apan and India. New Delhi
is keen to carve out a large sphere of Indian influence stretching from
the Persian Gulf to the Straits of Malacca. India's actions in Sri Lanka
(1987-90 and the Maldives (1988) are a manifestation of its desire and
capability to become an independent power centre in the emerging
multipolar global power structure by early next century. Yet, it is clear
to policy makers in New Delhi that the realisation of this obiective is
dependent, to a great extent, upon three variables: the management of
India's relations with other great powers (especially the United States
and China); the resolution of India's internal security problems; and
the success of its ongoing economic reforms.

Conversations with India's China-watchers, Ministry of
External Affairs (MEA) and Defence Ministry officials and opinion
makers reveal that, given the new strategic realities, there is a general
support for the Indian government's efforts to improve relations with
China. Differences exist, however, between the Indian defence and
foreign policy establishments when it comes to the future direction of
Sino-Indian relations. Whereas some foreign policy makerc are quite
upbeat about India's relationship with China, defence planners remain
very cautious.lT A large majority of Indian poliry makers and
analysts fear China's expansionist ambitions and want to keep a close
t5
16
77

John W. Garver, 'Chinese-lndian Rivalry in Indochina', Asian Sutoey, Vol.XXV[,
No.l1, November 7987, pp.127G7.
Ramesh Thakur, 'Normalizing Sino-Indian Relations', The Pacific Reoieut, Yol.4,

No.l,

1991,

p.l5.

China's forays into Burma since 1991 seem to have bridged the gap in thinking
lately.
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eye on developments across the Himalayas. Of particular concern to
New Delhi is the challenge China's growing economic and military
power might pose for Indii's own aspiiations-for regional leadership.l8
indian academics such as Giri Deshingkar take a relaxed view of SinoIndian relations, believing that increasing cultural and economic links
will enhance mutual understanding.lg But defence planners voice
concem over a China which is on the verge of becoming a suPerPower/

provided

it can resist political

fragmentation. India's military

establishment, which remains deeply suspicious of China, is unlikely
to let the country's foreign-policy makers be 'led down the garden

path'by the Chinese.2o
Some Indian commentators fear that Chinese nationalism or
Han chauvinism could prove to be more threatening to its Asian
neighbours than was Chinese communism, and that a wealthy,
powerful China will assert itself in world affairs as every other
powerful nation has done. Amidst all the euphoria of describing the
twenty-first century as the 'Asian-Pacific century', some Indians
wonder what it would all mean for their country. They point out that
the Chinese don't talk about the next century as being an 'Asian
cenhrry'; they talk about the next century as the 'Chinese century'.
Unless fapan and India respond to the growing power of China, China
will dominate the whole Asia-Pacific region and become increasingly

influential beyond it. This is something, it is argued, which'must not
be allowed to happen'. Indian analysts believe that there are only two
alternatives before the Asian countries: either accePt Chinese
hegemony or take steps to contain and balance Chinese power. New

Delhi hope and believes that the latter altemative would be more
acceptable to China's neighbours. Sooner rather than later, the region
will have to evolve counterweights to China. And India, which has the
size, might and numbers of China, should seek to 'manoeuwe itself
into a dominant position in order to offer itself and, more importantly,
be seen as a counterweight to the Chinese Power in Asia'.2l
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C. Uday Bhaskar, 'Role of China in the Emerging World Order', Strakgic Analysis,
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Vol.XVI, No.1, April 1993, pp.}19.
Private conversation, February 1992.
Dscussion here is based on private conversations with India's China experts and
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defence ana lysts, 1992-1994.
ibid. See also Jasjit Singh, 'Post-Cold War Security Situation
Strategic Analysis, VoI.XVII, No.1, April '1994, p.18.
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Indian poliry makers are also optimistic that a shared interest
in containing China's growing economic and military influence in Asia
would cement Indian-American, Indian-fapanese and Indian-ASEAN
ties. The significant improvement in Indo-US relations since the end of
the Cold War has led some observers to conclude that changing
strategic realities - the withdrawal of US military bases from the
Philippines, the planned reduction of US forces in the Indian and
Pacific oceans, the economic dominance of |apan, and China's
tendency to flex its muscles plus Washington's problems with both
China and fapan - would encourage the United States to look for an
alternative Asian power to contain the Chinese and |apanese influence.
Washington's growing economic and military ties with New Delhi
indicate that American strategic planners also feel that a cooperative
relationship with a regional power like India could be mutually
beneficial in the long term.22 In short, New Delhi wants US economic
and military help in gaining and maintaining pre-eminence in the
region as a counterweight to China. For its part, India now supports
the American presence in Southeast Asia, seeing it as premised upon
the containment of Chinese influence there - an obpctive fully shared
by New Delhi as it lacks the means and the capability to influence
events in Southeast Asia directly.23 While New Delhi may express
outrage over US concern about the human rights situation in Kashmir
or about nuclear and missile proliferation in South Asia, there is no
enthusiasm for sharing a joint platform with the Chinese against the
United States - India's larget trading partner and source of muchneeded capital, investment and advanced technology.

Other Indian policy makers believe that, given |apan's
dependence on the Indian Ocean shipping lanes coupled with Tokyo's
reluctance to assume a higher military profile, India and fapan should

develop a mutual military relationship. In the long term, a powerful
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$es India and Pakistan in a New Ljght', Austr.alian, 75
Apnl 1994, p;16. As part of growing military cooperation between the two

See Ranjan Gupta, 'US

countries, US and Indian Marine commandos recently conducted joint Special
Operations exercises along the west Indian coast. The first lndian and US irint
naval exercises were conducted in May 1992. 'Navies Team up for Coastal
Operations', fuuth C/.ina Morning Post,l2 September 7994,p.12,
Pravin Sawhney, 'Hastening Slowly: Developing Indo-US Relations', Indran
Defene Rmiew, April 1993, pp. 57-63; and 'Developing Indo-US Defence
Cooperation', Indian Defencc Retiao, April 192, pp.l7-38.
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China will force the fapanese to play a greater military role. In
particular, China's actions in the Spratlys or elsewhere will require
iapan to seek cooperation with ASEAN and India to counter China.
Several Indian observers see the geostrategic location of the two
countries - India southwest of China and fapan northeast of China - as
a facilitating factor in bringing the two together to contain the rising
power of greater China.2a Indian strategists welcome ^a greater
lapanese military profile in the Asian region to counter the Chinese, in
part because Indians hold no legacy of hatred towards the fapanese as
I result of Second World War experiences. Furtherrnore, Indian policy
makers would like New Delhi, Tokyo, Hanoi, Iakarta and Manila to
cooperate on policy towards the world's fastest-rising power,-which is
'a challenge ai
in military terrns as in economic terms'.25 To this
^rrit
to establish closer ties with the fast-growing
is
keen
India
also
end,
East Asian countries. New Delhi has repeatedly expressed its desire to
become a full dialogue partner of the Association of southeast Asian
Nations (ASEAN (at present India has the status of a sectoral partner
in ASEAN), and to join the Asia Pacific Economic Cooperation (APEC)
grouping.
Strategically, lndian defence planners are very wary of China's
growing military strength. They feel that the military equipment that a
'cashed-up' China is acquiring from Russia and other countries
threatens to upset the balance of power in Asia by the end of the
decade.26 Of particular concern is China's air and naval buildup. In a
recent interview withlane's Det'ence Weekly,Indian Air Force Chief, S.
K. Kaul, said: 'It is a militarist China' that'India has to watch over the
next decade'.27 Following the withdrawal of the Soviet and American

26
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Lt Gen K. S. Khajuria (Retd), 'security in South West Asia Region: Post-Cold War
and India's Defence Concerns', lndian Defence Rmizttt, July 7993' p.44;
conversations with India's Japan experts, 1992.
Bhaskar, 'Role of China in the Emerging World Order', p.8; 'Vietnam's Spratly
dispute with China and China's claims over the Japanese_c_ontrolled Senkaku
islands may be another realignment in which Japan and Vietnam could find
common strategic interests', writes G.V.C. Naidu in 'Japan and Southeast Asia',
Strategic Analysis, VoI.XVII. No.l, April 7994, p.720.
Sandy Gordon,'Sino-lndian Relations after the Cold War', SDSC Na@slettar, March

19P3,pp.\,4.

lane's Defence Weekty, 6 November 1993, p.55. The Minister of State for External
Affairs, R.L. Bhatii, told the parliament on 6 August 192 that the Indian
government was fully aware of the apprehensions of defence analysts and

editorial writers about the potential threat to India's security arising from Chinese
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fleets, India's powerful navy was hoping to fill the vacuum in the
Indian Oceary which it has long viewed as'India's ocean'. But China's
rccent forays into the Indian Ocean have challenged that assumption
as well.

Pakistan's China connection coupled with the growing
insurgency in Kashmir particularly worries lndian policy rnakers.
Despite Chinese assurances that China does not intend to play'the
Pakistani card' against India, Indian strategists believe that China is
inclined to continue to prop up Pakistan against India so as to tie down
its military assests on the Indo-Pakistani border.28 According to one
China observer: 'While China may mouth friendly statements about
India ... her real intentions need to be gauged from the nature of her
relationship with Pakistan'.2e What the normalisation of Sino-Indian
relations is expected to achieve at best is to ensure that'Beiiing would
not automatically line up behind Islamabad in its dispute with New
Delhi'.3o Nor is New Delhi optimistic about any curbs on Chinese
arms sales to India's other smaller South Asian neighbours, which are
seen as nothing less than'pitching an armed dragnet around India'.31
After all, it is through these arms sales that China has come to have'a
finger in every geopolitical pie from North Korea to Burrna'.32 And
whereas India's economic problems have slowed down its military
expansion and intemal security preoccupations have constrained the
country's ability to play a wider role in the broader Asian region,
China has raced ahead. In this connection, India's declining defence
expenditure since 1990 should be compared with increases in China's
defence budgets during the same period.

A maiority of India's China-watchers and opinion makers
challenge the prevalent view that an economically strong China will
enhance peace and stability in the region.33 lndia Toilay quoted some
military expansion plans. Gted in B.M. Chengappa,'lndia-China Relations: Issues
28
29

30
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and Implications', Slralcgic Analysk, Vol.XVI, No.l, April 1993, p.39.
See Brahma Chellaney,'The Challenge of Nuclear Arms C-onhol in South Asia',
Suroioal, Y o1.35, No.3, Autumn 1 993, pp. I 21 -36.
Chengappa,'lndia-China Relations', p.45.
Editorial, 'China's Non-lnterference', Hindustan Timas, 18 November 1989.
Chengappa,'lndia-China Relations', p.41.

Bhaskar,'Role of China in the Emerging World Order', p.9.

'Uke most Asians, Indians fret about the sectrity implications of a rich and
powerful China in the next cenhrry', Eanonist, ll Septanrber 19j3, p.21. China's
neighbours voice this concern despite repeated assurances by Chinese leaders
that their country will not behave like a superpower. For example, see Qian
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unnamed Western observers as saying that 'India should tread
cautiously as China would not stoP arming itself and once its economy
reaches a certain level of prosperiiy, it wiil start flexing its muscles'.g
An Indian Defence Raiat article cautioned that though China has been
very careful to adopt as non-threatening a Posture as possible,'there is
no cause for lowering armed guard at a time when China is
determined to achieve superpower status' and when the focus of its
defence strategy is shifting from its northwestern border to its
southeastern borders.3s India's military is also keeping a close eye on
China's increasingly aggressive posturing on the Spratlys since 1988,
which shows Beijing's willingness to use force to setttle territorial
disputes.

Many maintain that India cannot pin too much hope on the
current phase of the Sino-Indian dAtente because China is known to
befriend enemies in times of adversity. As one Asian diplomat pointed
out, the dramatic improvement in Sino-Indian relations occurred in the
immediate aftermath of the Tiananmen Square massacre, when the
communist regime in Beijing was feeling isolated and vulnerable. But
in future, the chances of an economically and militarily powerful
China taking more interest in India's neighbourhood are assured,
particularly if its designs are frustrated in its backyard, Southeast Asia,
by Iapan and/or ASEAN.
As regards the Sino-lndian dialogue, many observers believe

that China has gained at India's exPense during recent highJevel
talks.s For example, Beijing's attempts to Present a common Sino'
Indian front on human rights during Premier Li Peng's visit to New
Delhi in December 1991 drew sharp criticism from the Indian media
Qichen, 'China Never Seeks Hegemony', Beijing Reoieto,zA August 79t3, pp9-17'
Apparently this is so because of the gap between Beijing's words and deeds; while
the political leadership has adopted a conciliatory approach in dealing with its

neighbours, China's grab for the Spratly Islands coupled with the mi[tary
leadership's belligerent rhetoric has not gone unnoticed in the region. 'It is
impossible to discern whether it is part of Chinese diplomacy, or an expression of
existing reality in the ldomesticl power politics of China', writes Naidu in 'Japan

v
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and Southeast Asia', p.l13.
Gupta and Chakravarti, 'Sino-lndian Relations', p.26.
lnilian Defence Rmicw, Apri 1992, p.14.
A section of China-watchers feels that 'lndia has stooped too low to please the
Chinese'in recent years. A former ambassador to China and ex-foreign secretary,
A.P. Venkateswaran, complains: 'The Chinese haven't resiled on anything while
we keep talking of achievcments'. Sc'e Mitra,'Coming Closer', p.59.
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and opinion makers.37 That is why at the September'1993 Rao-Li Peng
meeting, the Indian External Affairs Ministry spokesman was at pains
to stress that human rights issues were not a problem for India because
'[w]e're a democracy and they're not'.38

India's China-watchers also draw attention to the anti-India
tirade in the official Chinese press, which continues to highlight New
Delhi's troubles with its South Asian neighbours while downplaying
India's socio-economic achievements since independence.39 The press
in China has also remained conspicuously indifferent to the recent
visits of Indian prime ministers and president. Besides, New Delhi
maintains that the Chinese fail to appreciate 'the complex nature of
India's problems with its South Asian neighbours'. Chinese academics,
who generally reiterate the official line, continue to criticise India's
'hegemonic behaviour' in South Asian academic forums. Furthermore,
China is perceivcd as willing to coopcrate with India only on specific
issues considered important to Bcijing, such as human rights, the
environment, and US hegemony, while doing little to assuage India's
security concerns in its vicinity by curbing arms sales to Pakistan or
making its intentions clear in Burma. Nor is Beijing willing to endorse
India's bid for permanent membership of the UN Security Council.40
And finally, like other Asians, Indians are concerned that their
northern neighbour could undergo a major political transition which
could produce instability at home and more aggressive policies
abroad. But unlike East and Southeast Asians - who worry more about
the destabilising consequences (such as refugee flows) of a weak,
instable post-Deng China than about the existence of a well-armed,
ambitious and self-confident giant in their neighbourhood - Indians
believe that a strong China would constitute a greater threat than a
weak China.
5/
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Rita Manchanda, 'Unequal Exchange', Far Eastern Economic Reoieu,26 December
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Hindustan Times, 73 January 1993, p.14; conversation with Sujit Dutta, Institute lor
Defence Studies and Analyses, New Dclhi, January 1993.
Suriit Mansingh, 'An Ovcrview of India-China Relations: From When to Where?',
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Unlike

in the past, India's leaders are now increasingly

pragmatic when it comes to their dealings with China. Though the
faultlines of suspicion and mistrust still run deep between New Delhi
and Beiiing, India's 6lite understands profoundly that New Delhi
would gain little from direct confrontation with Beijing. As a
prominent China-watcher and politician, Subramaniam Swamy,
remarked at the time of heightened tensions in 1987: 'China is our
competitor, not Pakistan. We have to find common ground with China
to regulate this underlying competition. Otherwise, there will be "cut
throat" competition. We must know where to Punch China, and when
to roll with it'.41 India's determination to develop a degree of regional
dominance comparable with China means that, some time early in the
next century, New Delhi might assume the role of the main
counterweight to its giant neighbour.
Chinese Perspectives on Sino-Indian Relations

Chinese leaders and strategists have time and again pointed
out that China would not bc satisfied with merely being a second-rate
power or a regional powcr but would like to become a world economic
and military power.42 Many Chinese analysts sce the recent changes
in the global and regional strategic environments as providing a
window of opportunity for the Chinese leadership to claim the Middle
Kingdom's 'rightful' place in the regional and global Power structure.
At the same tirne, the Chinese also want to thwart any attemPts by
Asian countries - notably the ASEAN countries, India, japan and the
United States - to form a formal or informal alliance against what they
perceive as thc common 'China threat' in the post-Cold War, post-

41

Subramaniam Swamy,'Are We Heading for a War with China?' Sunday (Calcutta),
1-7 February 1987, p.33. According to anothcr China expert, Surjit Mansingh,
'[nlormalization does not imply that divergences in strategic perspective between
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Soviet era. Beijing's 'peace and friendship' diplomary reflects this
concern. As noted earlier, China, on its part, would like to see the
establishment of a broad Asian alliance against the sole hegemonic
superpower, the United States.
Chinesc policy makers and foreign policy analysts, given their
deftness in playing balance of power games, have always been strong
champions of a multipolar world. A multipolar world system is

supposed to give the Chinese more opportunities to enhance their
country's leverage and international role by exploiting contradictions
and differences among their friends and enemies. Since regional
rivalries and jealousies between China and its major neighbours are
unlikely to diminish in the post-Cold War world, China's strategists
want to form 'balanced relationships' in which major powers in the
region - the United States, Russia, China, |apan and India - may keep
each other in check.43 These relationships, the Chinese argue, will 'no
longer [be] based upon confrontations aiming at weakening any side.
Rather, fthue relationships would allow] both competition and
cooperation'.M Richard K. Betts has called this strategy 'containment
without confrontation - polite containment which need not preclude
decent relations'.45 China's decision to mend its fences with India (and
with other Asian countries such as Indonesia and Vietnam) is
undoubtcdly motivated, at least for the time being, by a commitment
to the crcation of this kind of forcign policy framework.

During their summit mcctings with Indian leaders, the
Chinese have proposed a unitcd front for opposing Western
interference in the internal affairs of developing countries; for
upholding the principle of inviolable state sovereignty; for working
towards the establishment of a multipolar world; and for opposing the
Western stance on human rights and environment protection. With
India's support, China has obtaincd observer status in the non-aligned
movement.45 Chirra's fcars of increased instability and turbulence,
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both internal and external, following Soviet fragmentation probably
added further incentive to its search for a tranquil relationship with
India. At a time when Chinese foreign policy is driven by its economic
interests and is focused on the United States and East Asia, it is clearly
in China's interests to keep its western and southern frontiers 9uiet.47
Despite a significant thaw in Sino-Indian relations, China
remains apprehensive about India's backing for the Dalai Lama and
Tibetan resistance. Chinese strategic literature continues to list India as
one of China's most likely opponents in regional conflicts on China's
southern borders in the 1990s and beyond (the others being Vietnam
and Taiwan).48 A Chinese strategist told the Far Eastern Economic
Rniew:'We still regard India as a threat because they still 9_ccuPy
Chinese territory, though not as ominously as a few years ago'.49 One
Chinese South Asian analyst, Ye Zhengjia, cautions that a key objective
of India's revamped China policy is a desire 'to isolate Pakistan in the
new internationil environment'Jo Chinese analysts believe, perhaps
rightly, that China serves as a convenient tool for the Indian military to
justify its high defence expenditure and regional hegemonic policies.
Chinese strategists are also increasingly questioning India's view of its
status in the Indian Ocean region. A high-ranking PLA officer and
Director of the Chinese Academy of Military Sciences, General Zhao
Nanqi, was quoted in 1993 as saying that China would extend its naval
operations farther than the South and East China Sea to check attempts
by India to 'dominate' the Indian Ocean and other regional waters.
Accusing India of seeking to develop a navy to rival that of 'large
global powers', Gencral Zhao said that 'this is something which we
cannot accept ... we are not prepared to let the Indian Ocean become

India's Ocean'.51 The Chincse Forcign Minister, Qian Qichen,
reportedly told his Pakistani countcrpart, Sardar Asseff, recently that
47
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Ye Zhengjia, 'lndia's Foreign Policy in the Retructuring International Relations',
Guoji Wenti flnternational Studiesl, Vol.3, 1992. A banned Chinese book authored
by a serving PLA official sees the United States, India, Vietnam and Taiwan as
potential military enemies. Wukcnd Australian, 2G21 November 793, p.16.
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'if India continucd to increase its defence expenditures at the cost of its
social sectors, it would collapse like the Soviet Union'.s2
Anothcr 'problcm', from Bcijing's perspective, is that while
China looms large in Indian policy considerations, India does not
occupy as important a role in China's forcign policy agenda. China has
always secn itself as a global supcrpower and Chinese policy makers,
who always compare thcir country with the United States, France,
Britain, Russia and Japan, regard comparisons with India as
demeaning to their country's status. They continue to'think of India as
weak and divided and economically such a catastrophe'.S3 From
Beijing's perspcctive, a great power must have multi-dimensional
capabilities - economic, military, technological, political and
diplomatic - or what Chinese analysts call 'comprehensive national
strength' (zhonghe guoli youshe). By these standards, China's Indiawatchers believc that despite India's ambitions to become a great
power like China, it falls short because of its poor economic
performance, weak political system, chronic social instability, and
failure to convince other Asian nations of its paramountcy.il That is
why mainland Chinese analyses of the emerging multipolar world
never mention India as one of the poles or as an influential or
independent regional power.
Beijing's rhetoric regarding a new democratic and egalitarian
international political order notwithstanding, the status-conscious
Chinese also vicw with concern the Indian (and the fapanese) demand
for permanent membership of thc UN Sccurity Council. This is
understandablc bccausc this dcmand has the potential seriously to
undermine China's status as the solc rcprcsentative of Asian interests
in the world organisation and undcrcut China's regional and global
influence. Chinese attitudes towards India have been summed up by
Gary Klintworth: 'China pcrceives India to be an ambitious,
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overconfident yct militarily powerful neighbour with whom
eventually have to have a dayof reckoning'.s5

it

may

Sino-Indian Relations in the Twenty-First Century: The Continuing
Rivalry
The foregoing analysis shows that multiPle objectives underlie
Beiiing's current courtship of New Dclhi, and vice versa. The recent
momentous changes in the global and regional strategic environment
have undoubtedly facilitated improvement in Sino'Indian relations in
recent years. But there is certainly no reason to exPect a revival of
Nehru's heady dreams of Indian-chinese brotherhood. other factors,

apart from the territorial dispute, contribute to the fractious Sinotndian relationship. These include the anti-Indian overtones of China's
ties with India's South Asian neighbours, China's arrns sales
(especially the supply of nuclear and missile technology to Pakistan,
Saudi Arabia, and lran), asymmetry in international status, unrest in
Tibet, China's rcfusal to recognise Sikkim as Part of India, nuclear and
naval competition, great-Power ambitions, and a rivalry for the
leadership of the 'Third World', to use a now somewhat archaic term.
Even if the tcrritorial dispute wcre rcsolvcd, India and china would
still retain a compctitive rclationship in the Asia-Pacific region.
Indeed, no possible boundary agreement would reduce the
need for deployment of Indian armcd forces along the Chinese
frontier. The underlying power rivalry between the two Asian giants,
and their self-images as natural great powers and centres of civilisation
and culture, will continue to drive thcm to support different countries
and causes. Inclia will strive to emcrge, not only as an independent
power centre in the multipolar world, but as a counterweight to
Chinese power and influence. For this reason, Indian strategists have
always held that India's military strength and strategy should be seen
'in relation to thc People's Republic of China'.55 Conversely, China's
ambitions as a global and regional power and as a Third World
standard-bearer bring it into competition with India's similar
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ambitions. For thcir part, the Chinese are equally anxious to assert
their power and expand thcir influence - in other words, fill the 'power
vacuum' in the Asian region - to counteract similar moves by other
regional powers at a time when the superpowers are in a 'state of
withdrawal'. Inevitably these factors introduce a more competitive
aspect into the Sino-Indian relationship.
The current phase of d4tente in Sino-Indian relations should
therefore be seen as a short-term tactical move on the part of both
countries at a time of thcir vulncrability in a US-dominated unipolar
world. Rhetoric notwithstanding, the two countries' declared goal of
establishing 'a new structure of international relations involving a new
set of alliances' is likely to remain what it is - a goal. Both need the
West - and its capital, markets and technology - more than they need
each other. Both are scrambling to be ready to step into the power
vacuum that would be created if Washington should withdraw from
the region - or at least to be in a position to block the other from doing
so. Both remain suspicious of each other's long-term agenda and
intentions, and both see themselves as newly rising great Asian
powers whose time has finally come. The game of encirclement and
counter+ncirclcment has by no means come to an end with the end of
the Cold War. On the contrary, the old balance of power game
between India and China in some respects seems to have acquired a
fresh lease of life in post-Cold War Asia. China's and India's preference
for a balance of power approach in intcr-state relations inevitably leads
each to provide military/political support to those countries which can
serve as counterweights (pcrceivcd cnemies and rivals) to the other.57
Their rivalry for hegemony in South Asia, Southeast Asia, Indochina
and Central and Inner Asia is coming into sharper focus with the
lifting of the US-Soviet shadow from Asia. Over the next decade, a
serious contest is shaping up betwccn Asia's two giants - in both the
military and economic sphcrcs. But this contest for influence will be
accompanied by sincere efforts to maintain peace on their disputed
border and to increase bilateral cooperation.

57

For example, China's nuclcar and missile assistance to Pakistan has the double
advantage for China of gaining a military counterweight on India's western flank
while keeping in close contact with the lslamic world.
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India's Eastern Strategy: Competing for Dominance and
Influence in Asia
For India, the collapse of the Soviet Union in 1991 meant the
loss of a useful political, military and economic counterweight to
China. This factor was juxtaposed with other momentous
developments such as the end of the bipolar world order, the
ascendancy of geoeconomics over geopolitics, India's economic crisis
of mid-l991, the loss of captive Soviet-bloc markets and, above all, the
emergence of the economic 'tigers' in the east. These developments
forced New Delhi to reassess its international orientation and to seek
to manoeuvre itself into a dominant regional position. After nearly
four decades of westward looking, India turned its attention eastwards
and signalled its willingness toidance with the tigers in the east'.58
India's Look East strategy is thus based on a belated recognition of the
fact that the Asia-Pacific region is a pivotal area for regional economic
and geopolitical clout. The economic reform Programme, launched by
Prime Minister Rao's government in 1991, which saw India embarking
upon the East Asian path of export-oriented and investment-driven
economic prosperity, was the first serious attempt to integrate the
country with the fast-developing East Asian economies. It is no
coincidence that economic liberalisation in India has been
accompanied by prime ministerial visits to Thailand, |apan, South
Korea, Malaysia, Vietnam and Singapore. These visits generated
business deals worth millions of dollars, and in addition helped
remove four-decade-old prejudices and suspicions.

India's Look East strategy hinges, to a great extent, on the
success of India's domestic cconomic rcforms and diplomatic
initiatives.S9 India still has a long way to go before it qualifies for
entrance to this exclusive club of Asian powerhouses. To integrate the
country with the Asia-Pacific region, New Delhi has embarked upon a
two-track policy. First, it is seeking to establish or strengthen bilateral
58
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it
seeking full dialogue partnership with ASEAN and formal
membership of rcgional economic organisations like ASEAN Free
Trade Agreemcnt (AFTA) and APEC. During his recent visit to
Singapore, Prinre Minister Rao told his audience that 'the Asia-Pacific
region will be India's springboard for our leap into the global market
place'. India hopes to draw as much investment and cooperation as
possible from thc Asia-Pacific region.m
economic relations with Southeast and East Asian countries. Second,

is

Indian policy makers remain optimistic that India is set to
emerge as onc of thc top five or six powerful economic players
alongside China. Most multinationals are already looking at India as
the next major centre of manufacturing, services and consumption.5l
It has been pointed out that India's economic strengths are China's
weaknesses: an educated, urban middle class of 300 million, the
widespread use of English; the third-largest skilled rrranpower
resources in the world; a thriving private enterprise base; reliable
statistics; a substantial industrial basei growing managerial and
technological prowcss; a better patent protection environment than
China's; functioning capital markcts and a long stock-market tradition;
a commercial code (which China still lacks); and an impeccable record
of repatriation of foreign capital.52 More importantly, unlike China,
India has no fundamcntal conflict bctween its political and economic
systems. Politically, India is thc world's biggest democracy with a
parliamentary systcm of govcrnmcnt, rule of law, a free press and
independent judiciary. Whilc China is still struggling with the means
to ensure a peaceful, smooth political succession, India settled this
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At present, A[)EC countrics account for 45 pcr cent of India's exports,30 per cent
of its imports and 40 pcr cent of invcstmcnt, but this trade is only one per cent of
total APEC trade. As Yusuf Wanandi of Indonesia's Centre for Strategic and
International Studies told the Far Eastern Economic Reoiew,'The more compatible it
[the Indian economyl bccomes with the other economies in the Asia-Pacific
region, the nrore likcly the relationship will develop'. See Hamish McDonald,
Joining up: India Looks to Strengthen Ties with Asia', Far Eastera Economic Reaiew,
22 September 1994, pp.17-'18.
'China May l-lave Had lts Day', Australian,l5 November 1993,p.19.
Richard Sproull, 'lndia Challenges China Investment', Australian, 27 JuIy 1993,
p.38; 'Asia Survey: Measuring up the Giants', Economist,30 October 7993, pp.1415; 'lndia in a Hurry', Ecoomist,5 March 1994, p.13; Karen E. House, 'Two Asian
Giants, Growing apart', Asian WaIl Street lournal, 27 February 1995; Ramesh
Thakur, 'Why India Is an Asian Giant Worth Watching', Australian Financial
Reaiew, 37 Mar ch 1995, p.27.
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question way back

in 1947. Furthermore,

the Indian diaspora is

expected to play a role similar to that of the overseas Chinese'

Many India-China watchcrs and businessmen believe there is
reason why these advantages should not enable India to
outperform China. The US Commerce DePartment has identified
India as one of the 10 biggest emerging markets, along with China and
Indonesia, around the world. India has worked for the formation of
the India Interest Group, a lobby of American investors - spearheaded
by General Electric, AT&T, Coca-Cola, Ford and IBM - lobby for India
in Washington, just as China traders have been lobbying to stop the
revocation of most-favoured-nation status. According to the New
Delhi-based National Council of Applied Economic Research, about a
third of India's 900 million pmple earn at least $US1,000 a year' And
credit card giant Visa has estimated that at least 40 million Indians, a
number more than twice the entire population of Australia, have

no

annual incomes of approximately US$30,000.

Already, there are signs that the Indian economy has taken a

tum for the bcttcr. In the first two years of economic reform India
registered an cxport growth rate of 21' per cent, built up -foreign
e*iha.,ge reserves of US$23 billion, and attracted us$5.5 billion in

portfolio and foreign direct investmcnt. (US companies were the top
investors in t993-94, with plcdgcs worth US$1.7 billion.) India's trade
with Australia, Singaporc, South Korca and Malaysia has already
crossed the US$'l billion mark. Economic exchanges are bringing India
closer to ASEAN and Australia. Thesc economic links could be further
cemented by common sccurity perccptions regarding China and might
serve to counteract the formation of any Northeast Asian
political/military axis over the long tcrm.63
On prcsent trcnds, China and India could emerge as the
engines of Asia's economic growth and might come to dominate world
industrial production within a gcneration or so. In the short term,
though, both India and China are likely to face social unrest, Political
and administrative prcssures resulting from economic restructuring,
uneven economic growth and a widening gulf between rich and poor'
63 The

1994 Australian Defence White Paper also points to China's continued
eccnomic growth and inaeasing political ind military influence as a_maior threat
to regionaf sccurity in the future. See 'Defence Purse to Remain at $9.7 b' , Canberta
Times, 29 Novembcr 199 4, p.4.
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In the long term, the security implications of a higher economic growth
are not lost on Indian policy makers. They hope that India, with a
sustained economic growth rate of 5 to 8 per cent, will be able to play
the role of checking and balancing the influence of other major powers
in a world where'economic competition might replace the old politicomilitary contests for supremacy'. As a former Indian ambassador to the
United States, Abid Hussain, put it: 'Like China, India should have a
"grand strategy" of striving to become a major economic power by the
turn of the century which would consequently give it leverage to
become an equally powerful military power'.6a The emergence of
China and India as economic giants will undoubtedly throw a huge
new weight into the world's geopolitical balance. It is possible that
new economic prosperity first in China and then in India could
reawaken nationalist pride and self-assertiveness, with unknown
consequences for the region's peace and stability. It is also possible that
the two Asian Goliaths will not succeed and instead will break up into
several independent entities. Eventually, the weight of both powers in
the geopolitical balance will depend on the manner in which ongoing

internal economic reforms are managed

to

maximise gain and

minimise pain.
The point is that, much like China, India remains committed to
economic development, which is seen as providing a sound basis for
military power. India's economic development strategy is aimed at
consolidating the country's position as the primary regional power in
the Indian Ocean; its military planning continues to be based upon the
principle of 'keeping one step ahcad of Pakistan and at par with
China'.

Despitc strong Western opposition, New Delhi shows no signs
of halting its nuclear and missile programmes, which owe much to the
dynamics of Sirro-lndian rivalry. The nuclear arrns race in the region
has indeed been accelerated, by the combined influence of the lessons
learned from the recent hi-tech Gulf War, the withdrawal of Soviet
security guaratrtees, a thaw in Moscow-Beijing relations combined
with a strengthened Sino-Pakistan military alliance, and Islamabad's
public admission of its nuclcar weapons capability. According to the
lndian Det'ence Rruiew,lndia's major strategic goal is to 'build a small

&

Inilian Voice (Mclbourne), November 1993, p.4.
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but credible nuclear deterrent against china and Pakistan"55 Beijing,
for its part, is engaged in a mapr nuclear force modernisation and
expansion p.og.arnme which will nearly double the number of its
strategic nucleir missiles by the turn of the century. From 1992 to the
time of writing, China was the only nuclear weaPon state to defy the
global nuclear test moratorium.
Since the end of the Cold War, furtherrnore, policy makers in
both Beijing and New Delhi have been pointing to each other's defence

capabilitieJ and military expenditures as the rationale for their
reipective ongoing military modernisation and force acquistion
progranunes. strong economic growth has enabled Beiiing to more
ihan double its defence budget to finance weapons Procurement, from
a 1988 level of 21.5 billion yuan to 58.5 billion yuan.b6 In response to
southeast Asian concems over China's growing military expenditure
at the July 1994 ASEAN Regional Forum meeting, Foreign Minister
Qian Qichen defended it by comparing China's defence budget with
those of India, Japan and the united states - countries which are'less
populous and smaller in size than China'.67 India's service chiefs are
bpii*istic that India's renewed economic growth will in due course
enable them to spend more on defence, as they did in the 1980s.
Indications are thit, much like China's, India's economic growth will
also drive its military expenditure upwards in the years ahead.
And finally, a new but much less publicised element of New
Delhi's evolving Look East strategy seems to be the reassertion and
65

6

Indian Defence Reabw, Aprrl1993, pp59-ffi.
Howevei, China's officiil defence budget figures are highly distorted and under-

reported. According to the London-based International Institute for,Strategic

Stiraies, China's actual '1994 defence budget is RmbY100 billion or
U5$21.76billion, whereas the S/PRI Yearbook 1994 (oxford University Press,

oxford, 1994) estimates that real spending for 1993 (discounted for 20per cent
inflation) could be as high as us$37-billion (calculated at 1993 exdrange rates). see
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Shambaugh,'Crowing Strong', p.54.
Far Eastern Economic Reaiew, 4 August 1994, pp.15-16. China last year-grg9! the
Philippines to go slow on its profosal for an arms register-within ASEAN.and
."lnuint ambivilent on greater transparency in its military doctrine, expenditure
and force deployment. Apparcntly, the very concept ol transParency rn mrlrtary
doctrine, expenditure and force deployment runs counter to the Chinese strateSic
culh,rre, which places high value on deception and secrecy. That deception and
secrecy remain the corneistone of Chinese military strategy became-evident when
in eariy 1995 Manila caught Beijing red-handed making miThie{ (by building
markeis and deploying wirships) on the aptly called Mischief Reef in the Spratly
Islands. The reef is claimed by the Philippines.
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exploitation of India's historic cultural and religious ties with
Southeast and East Asian countries.5S Interestingly, given the
existence of largely Buddhist societies in Burma, Thailand, Indochina,
Mongolia and parts of East Asia, 'secular India' is no longer averse to
flaunting its crcdentials as the'birthplace of Buddhism', or'playing the
pan-Buddhist card', to realise several of its foreign policy objectives:
first, to re-enter post-Cold War Asia, which it is widely believed to
have lcft in the mid-l950s soon after the Sino-Indian War; second, to
strengthen cultural and religious relations with Southeast and East
Asian countries; and third, to counter the growing strength of Islamic
fundamentalism in post-Cold War Asia. Compared with economic
and military means, however, the cultural-religious element of India's
Look East strategy, or'the Buddhist card', has its limitations given the
multireligious and multicultural character of the Indian state, and not
least the fact that India is home to the second-largest Muslim
population in Asia after Indonesia's.
In short, the key elements of India's 'new look Asia policy', or
Look East stratcgy, rcmain primarily politico-strategic in nature, with
the notion of 'thc China thrcat' or Bcijing's hegemonic ambitions in
South, Southeast arrd Central and Inncr Asia acting as the common
bond. But a varicty of economic, military and cultural linkages are
gaining importance and will serve to integrate India with the rest of
the Asia-Pacific region. We now turn to the mutual game of
containment bcing played out between New Delhi and Beijing in
South Asia, Southeast Asia and Ccntral and Inner Asia.
Sino-Indian Rivalry in South Asia
Tibet
The origins of thc Sino-lndian rivalry can be traced back to the
Chinese occupation of Tibet in 1951, which eliminated a buffer
between the two Asian giants. Tibet still remains a bone of contention
between India and China, though neithcr side would publicly admit
that. Frequent disturbances and protests inside and outside Tibet make

58 According to one observer: 'A new awareness of Buddhism is fostering ties
between Buddhist societies in Central Asia, particularly those of Mongolia,

Bhutan, Tibet, Burma and the Buddhist rim of northern India. There is a chante of
Asia'. See Ranjan Cupta, 'Buddhism Coes
Full Circle in Enlightcncd lndia', Wukend Australian,2627 February 7994, p.13.
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the issue more acute for Sino-Indian relations insofar as they show
how vulnerable the Chinese hold is over that country.
Chinese leaders are concerned about the resurgent nationalist
movements based on ethnicity and religion in the border provinces of
Tibet, Inner Mongolia and Xinjiang at a time when the whole of
central and Inner Asia is in flux. The cause of Tibet's independence
has received a boost from recent international events, especially the
collapse of the soviet Union and the gaining of independence by the
Baltii states, the Ukraine and Central Asian Republics which in some
respects share similar historical experiences. The Western countries,
parlicularly thc United Statcs, sccm more receptive to Tibet's cause
ihan they were during the Cold War, when relations with China were
viewed is a useful counterbalance to Sovict power. At a time when
the Chinese arc under heavy criticism from the West for ramPant
human rights violations in Tibet and are facing a rising tide of Tibetan
nationalism, thcy apparently need Indian help to legitimise their rule
over the roof of the world.
This presents difficulties for India. A series of articles in Indian
defence journals and print mcdia in reccnt years have called upon the
government to keep its options oPcn on Tibet in the fast-changing
intemational situation. Some of India's China-watchers argue that
India's repeated protestations that Tibet is 'an autonomous region of
China' are unnecessary. Sujit Dutta, of the New Delhi-based Institute
for Defence Studies and Analyses (IDSA) asks: 'Even if our statement

on Tibet is the existing position, why should we keep repeating it
when the Chincse have actually made no effort to fulfil their promise
of autonomy to Tibet?'.69

Having said that, it should be noted that there has been no
change in India's official stance on'Tibet as an autonomous region of
China', nor is there likely to be. Successive Indian govemments have
bent ovcr backwards to rcassure the Chincse on Tibet. But the Chinese
still worry. 'Bcing cminent rcalists they know that India has contiguity
and historical rclations with Tibct, and more important, the Dalai
Lama and 100,000 rcfugccs who have to go back one day"70
69

Mitra,'Comi:rg Closer', P.59.
Joshi, 'Shy Hands across the Himalayas', p.16' On the growing Tibetan resistance
to Chineie rule, sce Stephen Bowers, 'The Tibetan Resistance Movement', /ane's
Intelligenu Reaiew, June 1994, pp.28t85; 'Tibetans Risk All to Flee', South China
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Ultimately, the future of Tibet will be determined more by what
happens inside Tibet than by what New Delhi says or does. Still, the
Chinese should note that while they may have deployed nuclear
weapons and adopted a military posture to intimidate India and
Tibetan separatists, the Soviet Union's example shows that possessing
nuclear weapons and deploying standing armies may not prevent the
disintegration of a state. In conditions of internal revolt and disorder,
dissident leaders in exile havc provcd to be more potent weapons than
nuclear armed missiles. In short, since the Sino-Indian boundary is
essentially the Indo-Tibetan border, any change in Tibet's status will
have immensely important implications for the future of Sino-lndian
relations and for the Asian balance of power as a whole, just as it did
fifty years ago when Tibct fell to the Chinese communists.

Pakistan
Since the mid-1980s, Indo-Pakistani relations have deteriorated
considerably. Military build-ups, mutual hostility, and support to
secessionist elements have led to a perpetual game of brinkmanship.
The Indo-Pakistani border remains heavily militarised. Despite a thaw
in Sino-Indian relations, Sino-Pakistani military links remain as strong
as ever. China's changed policy on Kashmir now undoubtedly favours
the Indian position over that of Pakistan, but there has been no change
in the Chinese strategy of shoring up Pakistan's defences in order to
contain India, and nor is there likely to be.71 (Between 1988 and 1992,
which was also the period of improving Sino-Indian relations, China
provided weaponry worth US$1.2 billion to Pakistan.) Soon after the
signing of the so-called 'landmark agreement' between India and
China in Septembcr 1993, thc Chinesc rcassured the worried Pakistanis
that 'movcs [to improve tics with Indial will not be made at your cost'.
Chinese Premicr Li Pcng has promiscd to continue arrns sales to
Pakistan, including thc supply of a 300 MW nuclear power plant.z
Beijing has tricd to keep its relationships with Pakistan and India
Morning Post,30 June 1994; 'Police Swoop on Nuns in Rural Tibet', South China
Morning Post,25 August 1994, p.9;'lndcpcndence "Last Resort for Tibet"', Sozllr
t

I

China Morning Post,75 Scptcmbcr 1994, p.12.

On Sino-Pakistani military ties, see Mushahid Hussain, 'Pakistan-China Defense
Co-operation', International Defenx Reoiew, February 1993, pp.10&111;'No Change
in Complexion of Sino-Pak Rclations', Asian Defence lournal, February 1994, p.122.
ibid. Also scc Gupta and Chakravarti, 'Sino-lndian Relations', p.25. The figure on
arms sales to Pakistan is from the z4sian WaII Street lournal,2S-29 Jantary 7994, p.6.

146 lndiaLookEast

apart, stressing the bilateral nature of ties. But India continues to
perceive the Sino-Pakistani military nexus, which goes back to the
1960s, as 'hostile' and 'threatening' in both intent and character.B
What irks India most is the Chinese transfer of nuclear and missile
technology to Pakistan. New Delhi's protestations to Beijing since 1991
have fallen on deaf ears.74

China is not going to become less friendly to Pakistan
following normalisation of its relationship with India, primarily
because the combined strategic and political advantages China
receives from its relationship with Pakistan (and through Pakistan,
with other Islamic countries) easily outweigh any advantages China
might accrue from a closer relationship with India. Above all, Pakistan
is the only country that stands up to India and thereby Prevents Indian
hegemony over the region, thus fulfilling a key strategic objective of
China's South Asia policy.

Like Pakistan, India's other smaller South Asian neighbours
have also long resented India's hegemonic ambitions in the region and

tried to resist thc imposition of the Indian version of the Monroe
Doctrine by seeking to build security links with extra-regional powers,
primarily China, as a counterweight to India's domineering role. This
has led to an ongoing conflict between South Asia's largest state and its

smaller neighbours. Whenever Nepalese rulers have tried to play 'the
China card' in their relations with India, problems have arisen (for
example, the 1989-90 blockade) and tremendous pressure has been
brought on Nepal to toe the line. The small Himalayan kingdom of
Sikkim was annexed by the Indira Gandhi government in 1975 to
bolster India's defences ais-d-ais China. India's involvement in the
Sinhalese-Tamil ethnic conflict in Sri Lanka during the 1980s was yet
another prime example of New Delhi's attempts to realise its twin
73
74

Joshi, 'Shy Hands across the Himalayas'; Mansingh, 'An Overview of India-China
Relations'.
BBC Summary of World Broadcasts: Far East, 1789, C/2,9 September 1993; Far
Eastern Economic Reoiew, 16 September 1993, p. 13; 'lndia Complains over
Pakistan-China Links', Austrahan, 15 December 1991, p.7. Recently, American

military intelligence is reported to have uncovered hard evidence of a lucrative

deal between China and Pakistan on the sale of missiles banned under the missile
control regime. Quoting Pentagon sources, the Washington Pos, news report said
that Chinese experts had arrived in Pakistan to train forces in the deployment of
the M-11 missiles. See 'New "Evidence" of Pakistan Arms Sales', fuuth China
Morning Posl, 8 September 1994, p.l6; and 'Storm Warning', Far Eastern Eanomic
Reoiew,'l December 199 4, pp.\ 4-1 5.
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objectives of enhancing its strategic position while at the same time

containing the geopolitical fallout from Tamil ethnic separatism
threatening India's unity and integrity. Through the Gandhifayewardene agrecment of 1987, New Delhi coerced Sri Lanka into
giving India a veto ovcr the use of its port facilities. Senior Indian
naval officcrs make no sccret of their irrtcntion to check the expansion
of Chinese naval powcr in the Indian Ocean by controlling choke
points in the Malacca Straits, with the establishment of a permanent
naval presence in the Andaman Islands on the vital trade route
between Suez and Singapore as a step in that direction.Ts
Since the late 1980s, the Chinese have made public and private
efforts to dissuade the smallcr South Asian countries from assuming
Beijing's partisan involvcment in thcir disputes with India.76 Still,
many Indians remain apprchcnsive of China's 'high profile in South
Asia' as evidenced by Beijing's continuing arms transfers to
Bangladesh, Ncpal and Sri Lanka.T China continues to balance highlevel visits to India with tours in the neighbourhood. For example,
Chinese Foreign Minister Qian Qichen's fuly 1994 visit to New Delhi
'coincided' with Defence Minister Chi Haotian's visit to Pakistan.
Moreover, a high-powered military delegation arrived in Burma in the
same month. With Chincse military planners drawing up plans to
'check attempts by India to dominate the Indian Ocean and other
regional waters', the world has certainly not heard the end of the SinoIndian rivalry for suprcmacy irr South Asia.

Sino-Indian Rivalry in Southeast Asia
Southeast Asia has acquircd a highcr priority in India's foreign
policy agenda for both stratcgic and cconomic reasons in the post-Cold
War period. In Southeast Asia, India has always maintained close
political and security ties with China's prime adversary, Vietnam. In
post-Cold War Asia, while maintairring closc ties with Vietnam, New
75
76

G. Jacobs, 'Chincsc Waves in South China Sca Causing Ripples in Far-off New
Delhi', Armed Forces lournal lnternationnl, October 199Q pp.40-41.
For example, in 1990 thc Chinese kept New Delhi informed of the Sri Lankan and
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'lndia Tipped off', Far Eastern Economic Reoiew,9 August 1990, p.5; Editorial,
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Delhi is also exploring the possibilities of establishing closer ties with
ASEAN countries, especially Indonesia and Malaysia, for it sees both
Indonesia and Malaysia as sharing India's geopolitical interest in
checking the spread of Chinese influence and reach in Southeast Asia.
For its part, China has maintained military pressure on Vietnam and
built up close ties with Thailand, Cambodia and Burma.
Burma

More than anywhere else, it is in Burma (or Myanmar) that
Beijing and New Delhi are waging an open and determined struggle

for influence and domination. Since 1990, China is reported to have
supplied more than US$1.5 billion worth of arms to Burma, including
fighter aircraft, naval patrol boats, heavy artillery, tanks, and antiaircraft missiles and guns. Most of the Chinese weaponry is now
reportedly deployed on the Indo-Burmese border, with the number of
battalions on Burma's borders with India and Bangladesh going up
from 5 in 1988 to 32 in 1,992.78 Though some of the Chinese arms
supplied to thc Burmese military are almost obsolete, the purchases
and troop buildup nonetheless represent a major boost to Burma's
military capabilities and have the potential to change the subregional
balance of power. From New Delhi's perspective, however, it is not
just the Burmese build-up in itself which caused concern, but also the
supplier. Indian military planners have also kept the situation on the
Bangladeshi-Burmcse border under close watch.

The growing military relationship bctween Beijing

and

Rangoorr has forccd New Dclhi, for the first time, to pay increased
attcntion to evcnts across its castcrn frontier with Burma. As one
observcr of Burmcsc affairs notcd: 'Just as China's support for Pakistan
puts pressure on lndia to thc wcst, so closer Chinese ties with Burma

/6

P. Stobdan, 'China's Forays into Burma: Implications for lndta', Strategic Analysis,
Vol. XVI, No.l, April 1993, p.35; Bcrtil Lintner, 'Burma: Arms for Eyes', Far Eastern
Economic Revbw, 16 Dccembcr 1993, p.26, The purchase of naval craft from China
appears to rcflect a more 'legitimate' concern with protecting Burma's offshore
assets, rather than an intention to use these vessels to repress the population. Thai
and Malaysian fishing boats are regularly attracted to Burmese fisheries, and the
EEZ also includes provcn nahlral gas reserves. larw's Depna Weekly (3 December
1994) reportcd the signing of yet another Burmese arms deal with China worth

USMffi million.
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adds to India's strategic concerns in the east'.79 This de facto military
alliance betweerr Burma and China in the early 1990s coincided with a
serious deterioration in relations between India and Burma. While
China strengthcned its political and security ties with the Burmese
military regime, the Indian government publicly aligned itself with the
democratic movement led by Aung San Suu Kyi and condemned the
Burmese military regime for violations of human rights.
Reports of Beijing's involvement in the development of the
Burmese naval base at Hainggyi Island and radar station at Coco
Island, southwcst of the Burmese coast, which are close to the Indian
territory of Andaman and Nicobar Islands in the Bay of Bengal, and
their possible military use by Beijing, have moreover introduced a
whole new dimcnsion to India's perceptions of the threat from a

powerful neighbour.S0 Scveral acadcmic and press articles have
mentioned a number of possible military uses, including the
establishmcnt of signals intclligcncc (SIGINT) facilities by China to
monitor Indian missilc launchcs conducted between Orissa and the
Andamans; maritime reconnaissance or communication and naval
facilities for Chinese naval vessels; and a decp-water port for Chinese
nuclear submarines.8l
China's inroads into Burma, when juxtaposed with China's ties
with Bangladcsh, are, from New Delhi's perspective, serious
encroachments into India's spherc of influence. Therefore, according to
Indian strategists, China is now seen as constituting a threat in the east
as weII as in the north. As one analyst at IDSA put ih 'In dealing with
China we have to consider what it is doing in the east rather than see it

only as a northern thrcat'.82 China's forays into Burma have been
variously describcd by India's China-watchers as: 'a further
79
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demonstration of China's long encircling arms',s formation of yet
another 'Chinese satellite',84 'removal of a useful strategic buffer on
India's eastern border', 'Tibetisation of Burma', and as a demonstation
of Beijing's 'westward thrust into the Indian Ocean, well beyond
China's traditional sphere of influence', constituting a direct challenge
to New Delhi's strategic interests.ss
Despite growing regional concern about Chinese intentions,
Beijing's reluctance to clarify these matters has further complicated the
situation.86 Observers of Chinese and Burmese affairs have attributed
several motives to China's desire to expand its economic and strategic
influence down to the Bay of Bengal. A major one, of course, is the
desire of Chinese economic planners to open the Old Burma Road to
link up the poorer, inland provinces (such as Yunnan), which have
lagged behind the booming coastal provinces, with the fast-growing
economies of Southeast and South Asia.87 China apparently also seeks

an overland route through Burma to a port from which it can export
cheap consumer goods to mainland Southeast Asia, India and other
developing countries farther afield. Such an outlet would also reduce
transport time for some of China's trade and would avoid the Malacca
Strait choke point in the event of a conflict in the South China Sea.

From the strategic viewpoint, arms sales and/or military
cooperation have always been an important means of funding the
PLA's modernisation drive and of expanding China's influence abroad.
For example, through its military assistance, Beijing has come to
acquire considerable political influence over Rangoon and raised
China's profile in South Asia, thereby affording China the opportunity
to mediate the conflict between Burma and Bangladesh over the
Rohingya Muslim refugees. Not only that, there is growing evidence
83
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that the Chinese navy screks a presence in the Indian Ocean and that
the Indian naval capability is a source of concern to Beijing. Closer
Sino-Burmese tics are now seen as 'of great significance to the national
security of China'.s Having established its naval dominance in the
Pacific, the Chinese navy's expansion into the Indian Ocean should be
seen as a 'the rcalization of one of Bcijing's dreams, which is that its
navy can operate in two major occans', thus heralding China's
emergence as a truly global Wwer.89 Both geoeconomic and
geostrategic calculations, apparently, lie behind China's long march
into Burma.

Given India's long adversarial relationship with China,
anything that promotes China's interests in its immediate
neighbourhood or expands China's influence worries Indian policy
makers. New Dclhi is rcportcdly not opposed to the reopening of the
Old Burma Road if the only purpose is to promote trade and economic

links between southwcst China and South Asia.gO What worries
Indian strategists is the growing military nexus between China and
Burma and its implications for India's broader strategic objectives in
the northern Indian Occan rcgion. New Dclhi's desire is for a stable,
peaceful and ncutral buffcr statc of Burma betwcen India and China.
'Tibetisation' of Burma is sccn as detrimcntal to India's security
interests because Burma also provides a potential invasion route for
the Chinese. Some reports have also mentioned the possibility of the
6U

89

See Chu el al., 'China's National Security

in thc Year 2000', cited in Larry M.
Wortzel, 'China Pursucs Traditional Grcat-Powcr Status', Orbis, Vol.18, l{o.2,
Spring 1994, p.l64. Gencral Li Jiulong, commandcr of China's Chengddu military
region, which is thc command hcadquartcrs and major supply base for Chinese
troops in Tibet, visited llurma's naval facilities in July 1994 and reportedly
pressured Rangoon to allow greater Chinesc access to three islands off the
Burmese coast for signals intclligcnce - Ramree Island south of Sittwe in Western
Arakan state, Coco Island in the Indian Ocean, and Zadetkyi Kyun or St
Matthew's Island off the Tenasserim coast in the southeast, which is close to the
northern entrance to the Straits of Malacca. See 'Snooping Around', Far Eastem
Economic Reoicar, 4 August 1994, p.12.
'Beijing Expands Its Navy', Inside China Mainland (Taiwan),
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at the Australian National University in May

1993, p. 67.
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1991, one Chinese
strategist, Hua Di, said that China cannot claim to be a truly global superpower
unless it has the capability to dominate two oceans, the Pacific and the Indian
oceans. He argued that the cases of the Soviet Union and the United States show
that to claim to be a supcrpower, an essential prerequisite is the ability to
dominate at least two oceans - the Atlantic and the Pacific oceans.
Jasjit Singh, 'Future of Sino-lndian Rclations', Strategic Analysis, Vol.XVI, No.2,
March 1994, p.12.
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deployment of Chinese nuclear-armed submarines in the Bay of
Bengal and the installation of Chinese missiles close to the BurmeseIndiin border in the near future. Chinese naval activity in the Bay of
'l'994, in a
Bengal has dramatically soared in recent years. In August
much-publicised incident, the Indian Navy seized in its waters three
Chinese cargo vessels flying the Burmese flag but carrying electronic
surveillance equipment and a total of 55 Chinese crew.el Though the
issue was quietly resolved, it had the potential for a major flare-up'
Furthermore, China's moves into Burma have come at a time when
declining defence budgets, ageing ships, increasing wear and tear,
resource crunch, paucity of supplies from the former Soviet Union,
and lack of infrastructure have all combined to undermine seriously
the operational capability of the Indian Navy.92 The security
implications of China's arms supplies to Burma, coupled with
instability and insurgcncy movcmcnts in India's northeast, and an
increase in drug trafficking on the largely unguarded Indo-Burmese
border, are too serious to ignore. India's security environment has
worsened as Chinese arms supplied to the Burmese forces have slowly
found their way to Naga and Mizo tribal insurgents fighting India on
the Burmese border in the northeast.93
Since early 1993 India has accordingly been pursuing a twopronged strategy to counteract Chinese moves. First, there has been a
significant shift in Ncw Dclhi's Burma policy as India seeks to
counterbalance China's influcnce in Burma. Much like ASEAN, New
Delhi has now decided to follow a policy of 'constructive engagement'
with Rangoon, thus abandoning its earlier stance of isolating the
Burmese military regime. In March 1993, one month after Chinese
Foreign Ministcr Qian Qichcn's visit, Indian Foreign Secretary l. N.
Dixit paid a surprise, low-key visit to the Burmese capital to hold talks
on issues of mutual conccrn. This first highJevel official contact since
the Burmese army's crackdown on pro-democracy demonstrations in
1988 confirmed New Delhi's policy shift. In return for the Burmese
army's cooperation in curtailing the drug and arms traffic in India's
volatile northeast and the maintcnance of peace along Burma's
91
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Sa.tth China Morning Post,22 Septcmbcr 1994, p.7; Australian,29 September 1994,
P.13.

Sunil Dasgupta, 'Thc Indian Navy: In Troublcd Watcrs', India Today, 30 April
1$4, pp.70-71.
Sc'e Bertil Lintner, 'The Indo-fJurmese Frontier-A Lcgacy of Violence', /ane's
Intelligenu Reoiew,Yol.6, No.1, January 1994, pp38-43
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1,600 km border with India, Dixit reiterated the earlier stand of India's
non-interference in Burma's internal affairs.94 A working relationship
with the Burmcse government is no longer seen as undermining
India's support for the'democratic aspirations of the Burmese people'.
From the long-term perspective,'fighting for restoration of democracy
in Burma is also lseen as] a fight for India's security', but in the short
term, India's strategy is to promote economic links to obtain a share of

the Burmese market for Indian goods, reduce Burma's economic
dependence on China, end Burmese support for ethnic insurgents in
northeast India, and counter China's influence.95

The second prong of India's strategy is to find

a

complementarity of interests with those Southeast Asian countries
which share Ncw Dclhi's perception of 'the China threat'. Southeast
Asian countries have historically seen 'the China threat' as emerging
from the east through Indochina and the South China Sea. Yet a
prospective Chinese expansion into the Indian Ocean via Burma
amounts to the opening of a new front for Southeast Asian countries as
well, where until recently a perceived Indian naval buildup was the
sole cause of conccrn to ASEAN. To assuage Southeast Asian
countries' fears about India's own military buildup, New Delhi has
proposed defence ties and joint naval exercises with Malaysia,
Indonesia, Singapore and the Philippines.95 Already, New Delhi's
Look East strategy or 'new look Asia policy' seems to have paid off.
Upset over Rangoon's harsh trcatment of its Muslim minority,
Indoncsia, Malaysia and Brunci have now publicly voiced concern
about the Chincse prcscnce in an arca close to the Malacca Straits and
western Sumatcra.9T Jakarta, always wary of Beijing's extra-territorial
ambitions, also acccptcd India's invitation to conduct joint naval
94

Far Eastern l:.conomic Reoiew, 3 February 1994, p.14; 'Indo-Myanmar Relations:
Coming Slowly Closer', IndiaToday,3l January 194,p.40. During his February
1993 visit to l{angoon, Chinese Foreign Minister Qian Qichen had reportedly
promised incrcascd military and economic aid to the Burmese military regime in
exchange for acccss to the Indian Occan through naval bases in Burmese waters.
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Thailand and Burma, Country Report, No.1, 1993 (Economist Intelligence Unit,
London, March 1993), p.31.
Stobdan, 'China's Forays into Burma', p.37; Rita Manchanda, 'Reasons of State', Far
Eastern Economic Reoiew,6 May 1993, p. 12.
Indian Defence Reoicw, Apri'|,993, pp.8-9; Lintner, 'Burma: Arms for Eyes' , p.26.
A senior Indonesian military officer told the Far Eastern Economic Reobw that
Jakarta was'worr[iedl about the close relationship between Burma and China'. See
M. Vatikiotis and B. Lintncr, 'Pariah No More', Far Eastern Eanomic Reoicw, 3
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exercises in early 1994 not far from Coco Island. Similarly, Thailand, a

close ally of China during the Cambodian conflict, is equally
uncomfortable with Beijing's arming of Burma and the Chinese
military presence in its western maritime littoral. So much so, indeed,
that the Indian Prime Minister, Narasimha Rao, is said to have raised
the issue of 'India as a possible strategic counterbalance to China in
Asia' during talks with his Thai counterPart, Chuan Leekpai, in
Bangkok in April '1993.98 Meanwhile, India has moved to further
strengthen its military and economic ties with its old southeast Asian
ally, Vietnam, at a time when Beijing and Hanoi have stepped up a
war of words over the Spratly Islands. During Indian Prime Minister
Rao's visit to Vietnam in September 1994, the Vietnamese Prime
Minister, Vo Van Kiet, praised India's'stabilising role', suggesting that
Vietnam continues to see India as helping to counterbalance or dilute
China's power. The two sides decided to forge closer political and
economic ties and signed a defence accord to cooperate in defence
areas such as training and servicing Soviet-made equipment used by
both countries. India also welcomed the prospect of Vietnam becoming
a full member of ASEAN in 1995.99 There is some evidence to suggest

that the region's smaller nations, Singapore and Brunei, are also
increasingly secing in India's powerful military a useful counterweight

in maintiining a geopolitical balance.lffi Furthermore, Tokyo also
regards the domination of the vital sea lanes by the Chinese (first
through the Malacca Straits and thcn through the^-Spratlys) as
detrimental to Japanese economic and security interests.l01
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April 1993, p.9. For India, the ASEAN region could
of invcstment, technology and trade, and a

counterbalance to Greatcr China's cconomic influence.
Just as the Chinese routinely stress the fact that their military ties with India's
South Asian ncighbours are not aimed at any third parties, an Indian official also
pointed out thai the Indo-Vietnamese dcfence Pact 'is very low-key, and it's not
iimed at any third parties [read, Chinal'. See 'Liaison Agreed over Defence',-5orlh
China Morn[ng Post; 8 September 1994, p.18; McDonald, 'Joining up: India Looks
to Strengthen Ties with Asia', p.17.
See M. Ohashi and J. Takanoiu, 'southeast Asians Eye Western Frontier', Nikkei
lNeekly, TT May 1993, p. 24; Ranjan Gupta, 'Singapore Buys Indian Protection as
Old Friendships Cool', Australian,T February 7994, p.14.
fapanese officials told the Far Eastern Economic Reobw that'they are_partio-rlarly
concerned over the presence of the Chinese near Mergui, some tl00 kilometres
north of Penang and the entrance to the Strait of Malacca', Far Eastern Economic
Reoiew, 76 Dccember'1993, p-26.
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Bclatedly, though, New Delhi has lent its full support to
ASEAN's efforts to draw Burma closer into its orbit to end its
dependence on China. ASEAN's 'constructive engagement' policy,
coupled with Burma's economic difficulties and regional concems
about Burma's pro-China foreign policy orientation, have forced the
Burmese junta to open thc door to foreign investment and to renew
contacts with Burma's Southeast Asian neighbours. The Indonesian
Foreign Ministcr, Ali Alatas, and the Singaporean Prime Minister, Goh
Chok Tong, paid visits to Rangoon in February and April 1994
respectively, and Singaporc is now Burma's largest trading partner
after China and is among its top ten forcign investors. A major reason
behind ASEAN's invitation to Burma to attend the ASEAN Regional
Forum meeting in July 7994 was to avoid pushing the country further
towards China. Burma's acceptance of the ASEAN invitation and the
military junta's reccnt talks with detaincd opposition leader Aung San
Suu Kyi may well be signs that the regime intends to seek greater
international ties, lcgitimacy and national reconciliation as its hold on
power becomes firmer. Seen from Rangoon's perspective, too much
dependence on China is also not in Burma's national interests. The Far
Eastern Economic Rnisu has reported the growing discontent in
northern Burmese towns over a massive influx of ethnic Chinese,
mainly from the border province of Yunnan, who have taken over
houses, hotels and busincsses and forced the native inhabitants to
move to the outlying arcas.l@

In thc long tcrm, Burma's strategic interests Iie in
counterbalancing China's influcncc and power through ties with
ASEAN and India. A major rcason why thc Burmese regime turned to
China was that it was spurned by others. Now that that is no longer
the case, attempts are undcrway to wcan Burma away from China's
influence. If thcse cfforts are successful, the destabilising implications
of Sino-lndian rivalry for rcgional sccurity can be contained and
managed. Otherwisc, the military junta will have no option but to fall
lA2

.1993,

p.9. On the slow but systematic Chinese
Far Eastern Economic Reaiew,6May
colonisation of northern Burma, sce Mya Maung, 'On the Road to Mandalay: A
Case Study of thc Sinonization of Upper Burma', Asian Suroey, VoI.XXXIV, No.5,
May 1994, pp.447-59. 'Burma's markets are flooded with cheap Chinese consurner
goods. Road construction in the north, private investment in north-central towns
and cities, and consumer products of every sort all reflect the embrace of the
classic big brother-orm-enemy', writes John Badgley in 'Myanmar in 7993', Asian
Suroey, YoI.XXXIV, No.2, February 1994, p.1,58.
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into China's

embrace,

with all the potentially

destabilising

consequences for regional security.

in

Burma have brought about a
the Southeast Asian countries
and
strategic conset',s.ts between India
on th; need to counter Chinese expansion into the Indian Ocean. In
one sense, Burma's China connection has proved to be a blessing in
disguise for New Delhi. It has enabled New Delhi to 'kill two birds
with one stone': for example, India has been able to endear itself with
southeast Asia by convincing it of India's security and economic
relevance to the region; at the same time, it has diverted the attention
of Southeast Asiancountries from New Delhi's strategic ambitions to
Beiiing's expansionist moves.l03 That India and the Southeast Asian
countiies have started looking at each other in positive terms is
evident from the series of exchanges by high-level officials, ministers
and businessmen in the last few years. In view of India's neglect of
Southeast Asia for nearly four decades and the latter's prejudices
towards the former, the gains from recent political, economic and
strategic interaction are substantial. Political goodwill anf better
understanding of each other are being translated not only into business
deals, but also into strategic and defence cooperation. This cooperation
includes naval exercises with Indonesia, Malaysia, Singapore and
Australia, and a defence-related memorandum of understanding with
Malaysia signed in 1993. In mid-1994, encouraged by the success of
India;s 'Look East' diplomacy, the Indian Navy invited naval chiefs
from countrics around the Bay of Bcngal and Andaman Sea - including
Bangladesh and Burma as well as the ASEAN states - to a get-together
in February 1995 at Port Blair, capital of the Andaman and Nicobar
Islands. The Fcr Eastern Economic Reuisw rePorted that 'ttlhe
unprecendented gathering [isl part of New Delhi's strategy of using
the navy to build closer ties with Southeast Asia and dispel fears of
expansionist "blue-water" ambitions. Inclusion of Burma on the list
also mark[ed] a more active approach to countering China's military
ties with Rangoon'.l04 As one obscrvcr of Asian affairs has noted:

Clearly, China's forays

1G

There still rcmain scveral outstanding problems between India and southeast

Asia. India's military buildup, Kashmir and Hindu-Muslim ccnflicts

104
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ASEAN's lslamii-majority countries' See Hamish McDonald, 'The
Wo6ing dame', Far Eastern Economic Reoiew, 27 Januaty 1994, p28. Far Eas"tera Economic Reoiew,l september 1994 and 19 January 1995, p'12' With the
notable exception of Burma and Bangladesh - both,buyers_of Chinese:veaPonry
and under ihin"t" influence - aU ASEAN states induding Vietnam had accepted

misgivings
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After a long period of estrangement during the Cold War,
Southeast Asia and India are developing closer economic,
political and security ties that could create an important new
axis in Asia. Stronger links between the two regions would
accelerate Asia's economic growth, enhance its competitive
edge against the West and provide a counterbalance to the
increasing influence sf fhln3.105
Some critics also point out that by exaggerating the potential
Chinese threat to thc region, New Delhi could be hoping to put
regional pressure on the State Law and Order Restoration Council
(SLORC) regime to modify its hardline political stance, to distance
itself from China, and 'not to go ahead with the Hainggyi Island
project'.16 Possible political changcs in Rangoon in the near future,
for example thc coming to power of the pro-lndia Aung San Suu Kyiled democratic govcrnment, could also lcad to a situation where China
is denied access to the very naval facilities it is now building. Since
some of the exaggcrated accounts of Sino-Burmese relations have
originated from India's defcnce establishment, it is also possible that
an attempt was bcing made by the Indian military to 'assert [its]
relevance ... during a period of tight finances and defencg suls'.107
Despite all the concern about possible Chinese incursions into the
Indian Ocean, objcctive obscrvcrs concede that, given the limited
amphibious, sea endurance and sealift capabilities of China's navy,
with respect to possible sustained operations in the Indian Ocean
'China still has a long way to go before it can even think of dominating
the Indian Ocean'and that the 'major interest of the Chinese Navy lies
in dominating the South China Sca'.108

Whatever the case, the fact remains that in recent years Burrna
has moved too close to China for India's comfort. It does not matter

whether China's expansion is dictated by economic interests or by
strategic interests. What matters is that Beijing's Burma policy is a
the lndian Navy's invitation for a gct-togcther of navy brass and ships in
Fcbruary 1995.
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manifestation of an apparent Chinese desire to dominate both the
Pacific and Indian oceans. It is also a demonstration of the potential for
a Chinese naval presence in the Indian Ocean, should China ever wish
for this in the future. The net result is that Burma, occupying as it does
a critical strategic position between the two Asian giants, has become a
source of friction in the Sino-Indian equation. What is more, Burma has
added a maritime dimension to traditional Sino-Indian rivalry, which
could have troubling implications for Southeast Asia. Even if some
accounts of China's military nexus with Burma are untrue, the fact that
they are so easily believed in New Delhi (and in all Southeast Asian
capitals), despite significant improvements in bilateral relations, shows
the degree of dishust and suspicion.
Post-Cold War Southeast Asia is fast becoming the front line in
an open struggle between three regional heavyweights - China, fapan
and India. Any move by China to Prosecute more forcefully its
maritime claims in the South China Sea or to extend its reach into the
Indian Ocean would be likely to cause concern in both New Delhi and
Tokyo about Beijing's intentions. Beiiing, for its part, will view any
tacit alliance between ASEAN and India or ASEAN and fapan or Japan
and India as a new threat to its security. To sum up, the main
imperatives for an increased Indian and Chinese interest in Southeast
Asia are expected to be both politico-economic and strategic in nature,
aimed at countering each other's presence and influence in the region.

Sino-Indian Rivalry in Central and Inner Asia
Finally, the emergence of five independent Central Asian
states following the Soviet Union's demise has the potential to extend
traditional Sino-Indian rivalry, hitherto limited to South and Southeast
Asia, to a new and volatile geopolitical region of Central and Inner
Asia. China and India lost no time in establishing diplomatic relations
with all the new Central Asian states. They regard these states as
presenting opportunities as well as challenges. The high priority
accorded by both India and China to Central and Inner Asia is evident
from the fact that since 1991 both the Chinese and the Indian prime
ministers have visited the Central Asian states and signed a number of
bilateral agreements. They have similar interests in the area. Both
China and India are home to large Muslim populations. China's
handling of the growing separatist movement in Xinjiang and India's
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handling of Kashmir will help shape their ties with the Central Asian
states.

Geostrategically, India's key objective in Central Asia is to stoP
its traditional rivals, China and Pakistan, from gaining advantage and
influence, and to prcvcnt the formation of a pro-Pakistani, pro-Iranian,
pan-Islamic confederation based on cultural links and common
stratcgic and cconomic intcrcsts.lm Ncw Delhi seeks to curb the
growth of Islanric fundamcntalism bccausc of its destabilising impact
on Kashmir and on India's 120 million-strong Muslim minority. To
counter strategic movcs by China and Pakistan and to promote secular
democratic forces, Ncw Delhi seems to be according special
importance to its relations with Kazakhstan, Kyrghyzstan, and
Uzbekistan. Some Indian stratcgists envision Kazakhstan, India and
Mongolia movirrg closcr to countcrbalance the might of China and
Pakistan.

Policy makcrs in New Dclhi are concerned that China is
working hard to promote cconomic ties with the Central Asian states
and to squeeze out competition from other Asian states. In the heady
days of the Soviet empire and Indo-Soviet friendship, India used to
enjoy privileged trade access to Central Asian markets. Not any more.
Now it has to compete not only with China, but also with the oil-rich
Persian Gulf states as well as the Asian newly industrialising countries
(NICs) such as Taiwan, Singapore and South Korea. Already, Chinese
food products, light machinery, consumcr goods, agricultural and
industrial technology, equipment, and raw materials have found a
good market in Ccrrtral Asia. Bcijing looks towards the region as a vast
market for Chinese exports and has proposed joint venture projects

and offered libcral economic aid and investment. China's

and
Pakistan's geographic proximity, couplcd with ethnic and Islamic ties
with Central Asian statcs, which arc likcly to be further reinforccd by
trade, investment and cconomic coopcration, mean that over the

longer tcrm Bcijing and Islamabad might come to play
109

a

more

One commentary in the Indian Defence Reaiew calledupon the Indian government
to 'follow an activist policy in this region in order to negate external hostile lread,
SinoPakistanil influcnccs'. %e Indian Defence Reabw, April 1993, pp.8-9. For

example, the I)akistanis are dreaming of a strategic Islamic bloc - consisting of
Pakistan, Iran, Turkcy, Afghanistan, and some of these new Central Asian states that could stand up to US pressurc, act as a counterweight to India, suPPort the
Kashmiri Muslims' struggle for sclf-dctcrmination and provide Islamabad with
the long-sought'strategic depth'in the event of a war with India'
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important role and New Delhi might become a marginal player in the
region both strategically and economically. To avert such a
development, New Delhi is trying to re-establish closer ties with
Moscow by citing Russia's need for a friendly India on its southern
flank, which stretches from Kazakhstan through the new Central Asian
states to China.

But unlike India, China shares a common, disputed border
with some Central Asian states, and therefore has a lot more at stake.
Strategically, the challenge before China's defence planners is to secure
their country's northwestern and southwestern frontiers, which are no
longer as secure as they were during the Cold War or in the days of the

Soviet Union. Unrest in Inner Mongolia, Xinjiang and Tibet has
serious security implications for China. Beijing fears that Islamic and
nationalistic fervour in Central Asia, inspired and perhaps supported
by newly indepcndcnt states such as Kazakhstan, Kyrgyzstan and
Tajikistan, might give a ncw impulsc to the separatist movements in
these troubled provinccs. For China, Ccntral Asia is more a source of
danger than of opportunity. Iran-backed Islamic fundamentalism and
Turkey-supported Pan-Turkism are both secn as long-term threats to
China's security. In thc short to medium tcrm, though, Central Asian
leaders are keen to maintain 'corrcct' relations with Beiiing so as to
reap the benefits of economic and political cooperation in order to
avoid becoming too depcndcnt on Russia and to avoid becoming a
battleground bctween great powcrs. But there is no telling in what
direction the future leaderships of the three adjacent Central Asian
states will move uls-d-uls their large, powerful eastern neighbour,
China. In short, the political map of Central Asia is now uP for grabs.
China, India arrd Pakistan, in addition to Turkey and Iran, have been
actively wooing the newly freed Central Asian Republics. There is a
significant security element attached to the trade and commercial
linkages each country is trying to establish with the Central Asian
states.

Mongolia

In Inncr Asia, India is strcngthening its ties with Mongolia
following the cnd of a special rclationship between Ulan Bator and
Moscow. In thc past, Mongolia's rclations with India were largely
confined to educational and cultural exchanges. But post-Cold War

Sino-Indian Relations and lndia's Eastern Strategy

1.61

geostrategic power equations have led to a cementing of Mongolia's
ties with India at the stratcgic, political and economic levels as well.110
Both New Delhi and Ulan Bator are concerned about the security
implications of the Soviet collapse and the dramatic rise in Chinese
power for the wider balance of power in Asia. The visit of the
Mongolian President, P. Ochirbat, to India in February 1994 was the
capstone to his strategy of establishing strong ties with the rival power
to China. During the visit he emphasised that a new sense of
ideological affini ty (mul ti-parry democracy and free-market economy)

provided furthcr impetus to

a

partnership between two ancient

countries with long-established historical, religious, and cultural ties.
President Ochirbat also dcclared that'Kashmir is an integral part of
India, and what happens there is an intemal affair of India'.lll In
return, New Delhi has offered to assist in the development of
programmes as well as in the restoration of Buddhist monasteries.

A large land-locked Buddhist state sandwiched between China

and Russia, Mongolia has thus assumed 'strategic importance' for
India in the post-Soviet balance-of-power games being played out
between the two Asian giants. Given the existence of large Buddhist
populations in Inner Mongolia and in Tibet in China, the political
implications of a Mongolian nexus with India are not lost on Chinese
policy makers, espccially a nexus based on pan-Buddhism, with its
prospective impact upon Tibct and Inner Mongolia. What is of special
significance is that India - with its large Buddhist population and as
the birthplace of Buddhism - is now secking to exploit religion by

'playing the pan-Buddhist card' to countcr the growing strength of
Islamic fundamcntalism in Ccntral Asia and to strengthen its relations
with Asian countries. Mongolia is dcscribed as the first country where
'Buddhism is laying the foundations of a new diplomatic relationship'
and as 'the linchpin of India's new policy' in Central and Inner Asia.l12
In one sense, India's growing relationship with Mongolia can also be
interpreted as lndia's rcsponse to reccnt Chinese forays into Burma
110

According to onc Mongolian acadcmic, 'lndia is high priority after Japan for both
a scnior official in the Mongolian Ministry
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consultations'. Intervicws, Ulan Bator, January 1995.
Gupta, 'Buddhism Coes Full Circle in Enlightened India', p.13.
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political and diplomatic rcasons'. And
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and the Bay of Bengal. Perhaps, New Delhi is signalling to Beiiing: 'if
you continue to support our neighbours against us (Pakistan) or open
new fronts againsi us (in Burma), we will do the same to you (in
Mongolia)'. Rivalry in Central and Inner Asia is, thus, iust one
component of a larger Pattern of Sino-Indian relations.
Conclusions

Despite

a

recent thaw

in

Sino-Indian relations, the basic

insecurities of the two nations continue to bedevil their relationship.
Historic rivalrics and common sense suggest that a fair amount of
tension between these continent-sized neighbours, which also happen
to be the world's two most populous countries, is inevitable. In the
international status stakes, it is China with which India wants to
achieve parity. India and China share similar aspirations towards

status and ir,fl,rence, with China further advanced towards their
achievement than India. And this inevitably introduces a more
competitive aspect into the Sino-Indian relationship.
Both Chinese and Indian strategists yearn for a truly
multipolar system. The dynamics of a multipolar world would require
Chini and India to have global political influence, economic and
technological capability, and military strength, in order to become
maior power centres or poles of the world.
The key, mutually reinforcing, objectives of New Delhi's Look
East strategy are three-fold: (i) to endear India with the Asia-Pacific
region by ionvincing it of India's security, political and economic
tel-urrut ce to the regi,ott and by strengthening the country's bilateral
and multilateral tieJwith Southeast and East Asian countries - in other
words, to present India as a useful counterweight to China; (ii) to
dispel regional concerns about India's military buildup, and to divert

attention from India's regional suprcmacy ambitions to china's
expansionist designs; and (iii) to link up with the fast-developing AsiaPacific economies in order to hasten India's economic development.

Providcd China and India are successful in maintaining their
unity and territorial integrity, these two Asian giants and Japan will
e*erge as major power centres in the long term. Indeed, the future of
the Asia-Pacific iegion will be shaped increasingly by the kind of
relations that exist 6etween thcse thrce powers. But a breakup of post-
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Deng China along the lines of the Soviet breakup would lead to a
whole ncw sct of alignments in the rcgion. Another scenario is that
China and India could evcntually bccome very loose confederations,
with the provinces enjoying far greater autonomy. On present
indications, however, Beijing's quest to become a superpower will pit
it against Tokyo's ambitions for regional hegemony in Northeast and
Southeast Asia. A similar contest between China and India over the
control and domination of South, Central and Inner Asia, Burma and
the northern Indian Ocean secms likely to intensify in the early part of
the twenty-first century.

In the short to medium tcrm, neither New Delhi nor Beijing is
likely to do anything which destabilises their bilateral relationship or
arouses serious suspicions among their smaller Asian neighbours.
Their efforts will be aimcd at consolidating their power and position
while striving to resolvc more pressing domestic problems. Instability
in Tibet, coupled with Chirra's military links with Pakistan and Burma,
could crcate a continuing complication in Sino-lndian relations. At the
same time, both powcrs will continuc to monitor closely each other's
activities designcd to cxpand influcnce and gain advantage in the
wider Asian region and will attcmpt to fill any perceived power
vacuum or block the othcr from doing so. Both bilateral cooperation
and vigorous compctition will be the hallmarks of the Sino-Indian
relationship in the foresceable future. Overall, however, Sino-lndian
relations are likcly to bc markcd more by rivalry and competition than
by cooperation.

In the long term, ncithcr Indian nor Chinese defence planners
can rule out the possibility of a rcnewed confrontation. In one
scenario, the game of encirclcment and counter-encirclement or
mutual containment between the two Asian Goliaths might see India
aligned with Mongolia, Kazakhstan, Vietnam and Indonesia to counter
a Sino-Pakistani-Burmese-Thai axis.

CHAPTER 7

SUSHI AND SAMOSAS:
INDO-IAPANESE RELATIONS AFTER
THE COLD WAR
Satu P. Limaye
Since the early 1990s, India has sought

to

increase its

economic, political, security and even'civilisational' ties with East and
Southeast Asia. This is India's version of a 'Look East' policy, or what
might be described as India's passage back to Asia. The compulsions
underlying this effort reflect a rmrientation (pun intended) of the
country's domestic economic and foreign policies in the wake of the
collapse of the Soviet Union and the end of the Cold War.

For India, revived and expanded links with the econornically
dynamic and politically prominent countries of East and Southeast
Asia are crucial. Enhanced ties with the region are a step towards
possible inclusion in its evolving political, economic and security
groupings, an insurance against over-dependence upon any one power
(for example, the United States), a compensation for the loss of
diplomatic, material and security support from the defunct Soviet
Union, a hedge against being eclipsed by a booming China, and a path
of escape from marginalisation in a profoundly altered international
context.l

It is against this background that India's relations with fapan
must be considered. The approach of this chapter is to focus primarily
on India's priorities and motivations in its relations with fapan and
then to examine the actual or likely Japanese responses.

See Satu P. Limaye, 'Message to India: Come back to Asia', Asian Wall Street
lournal, 20 December 1993; and Sahr P. Limaye, 'lndia and ASEAN Gravitate
toward Common Ground', ISEASTrends,2T-28 November 1993.
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Indo-]apanese Economic Relations

India's first priority ais-d-ais japan is expanded economic ties,
especially attracting greater direct investment, increasing trade, and
maintaining a high share of |apan's overseas development assistance.
fapan has begun to take a greater interest in economic opportunities in
India for a number of reasons. These include India's economic
reforms since 1991; the country's low labour costs, particularly
compared with rising costs in the NICs and within ASEAN;
appieciation of the size of India's domestic market and its demand for
consnrner goods; growing regard for Indian labour skills, especially in
areas suchls computer programming; the possibility of using India as
an export base to markets in the Middle East, Africa, and Eastern
Europe; a wish to diversify, particularly from the Chinese market due
to fears of political and economic instability following Deng Xiaoping's
death; and an unwillingness to cede the Indian market to economic
competitors from the United States, Europe and Asia.
Reflecting this rising interest, two official economic missions

were sent to India in 1991 and 1994 to assess Policy changes' A
number of high-profile private-sector delegations, such as one from
Keidanren, the powerful |apan Federation of Economic Organizations,
have also explored economic links. A major indication of growing
]apanese interest in India's economy was the January 1995 visit of
Ministry of International Trade and Industry (MITI) chief, Ryutaro
Hashimoto. This was the first-ever visit by a MITI minister to India.2
The japanese government, more than the private sector, has thus far
been lt the forefront of economic engagement with India by
highlighting and supporting opportunities for fapanese companies.
Foi example, the 1994 Economic Cooperation White Papu from the MITI
for the first time devoted an entire chapter to India and identified the
country as one of the three'emerging'markets (China and vietnam are
the others) to which japan should direct its attention. More
substantively, MITI Minister Hashimoto recently announced seven
initiatives to help upgrade economic ties with India, including a US$1
billion credit line to |apanese companies investing in the country,
lowering the export-insurance and investment premium rates for
India, easing screening requirements, and establishing a second branch
See Satu P. Limaye, 'Trade Follows the Flag
Asian Wall Street lournal,15 January 1995.

to India ... and U.S. Outwaves Japan
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office of the |apan External Trade Organization (JETRO) in Bombay.3
The Japanese government has also assured a presence in the Indian
economy through its significant official development assistance (ODA)
Pro8rarrune.
Despite these governrhental efforts, the Iapanese private sector

remains reserved about India, as reflected in still extremely limited,
though rising, investment relations. |apanese private-sector concerns
about economic engagement with India have been described thus:
|apanese businessmen complain about political unrest, the
poor quality of labour, labour-related disputes, erratic power
supplies, and poor telecommunications and transport

networks. Above all, they complain about the highly

protective and monopolist business houses in the Indian and
Pakistani markets. The bureaucratic labyrinths, inherited from
their colonial masters and delays in reaching decisions in most
of these countries bewilder even the bureaucratic-minded
Japanese.4

In addition to

these factors, some businessmen

in japan

are

unconvinced that economic reform in India will proceed further; a
view bolstered by uncertainty in early 1995 about the future of the
Congress government which initiated the reforms. Moreover, the
failure of earlier collaborative ventures still haunts japanese
businessmen's impressions of India. The lack of Indians living in
Japan, who could give access to the Indian market, is also cited as a
factor inhibiting ]apanese economic engagement with India. Finally,
the fapanese still rely heavily on opportunities closer to home, in
China, Vietnam and the ASEAN countries. While some of these
obstacles and perceptions are beginning to change, India will need to
do considerably more to attract fapanese confidence, and yen.5

3
4

to Offer $1 Billion in Credit to Encourage Investment in India', Asian
Wall Street loumal,9lanuary 1995, p.3.
Purnendra Jain, 'ln Search of a New Relationship? Japan and South Asia' in lapan
See Japan

and the World, Proceedings of the Seventh Biennial Conference of the Japanese
Studies Association of Australia, Australian National University, Canberra, 11-13
JuJy 1991, Vol.l (Auskalia-|apan Research Centre, Australian National University,
Canberra, 1991),p.49.

Limaye, 'Japanese Investment in India', Business huth Asia, Economist
Intelligence Unit, June 195.

See Satu P.
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fapanese officials insist that the development of overall IndoJapanese bilateral relations, including political dialogue, will depend

significantly on the level of economic cooperation. They argue that
only when fapanese businesses are active in India will political leaders
and the society generally give greater attention to India. This will
provide the basis for building deeper political ties. Yet Indo-]apanese
political interactions have been developing, despite low levels of
economic cooperation.

O ffi ci

al

D ev el

opment As

si st

ance

From the beginning of |apan's official assistance prograrrune
until the mid-1960s, India was a mapr recipient of fapanese aid' After
',,96f.,
lapan's economic as well as political focus shifted to Southeast
and East Asia. But since the mid-1980s, ODA levels to India (and
South Asia) have once again been rising. In the six years from 1988 to
1993, India was among the top ten ODA recipients, except in 1990.
From both New Delhi's and Tokyo's perspective, however, the aid
relationship is not irritant-free. A number of issues make the
relationship sensitive.

In 1991 the ]apanese government announced certain principles
on which the provision of ODA would be governed. These included
democratisation, the level of defence spending, human rights and nonproliferation commitments. India fears that it will become a test case
for the application of these principles because Japan's overall stakes in
the country are modest (unlike, for example, in China). As yet, Japan
has not reduced or cut off aid by invoking these principles and, in the
absence of a dramatic development on any of these issues, it is not
likely to. Indeed, the opening of bilateral talks on the nuclear issue,
reductions in Indian defence spending and Sreater Indian
responsiveness on the human rights issue have further reduced the
prospect that Japan will invoke the ODA principles in India's case.
The rising importance of India in fapan's outlook also makes it
unlikely that Tokyo will act precipitously on the aid principles.
Indians also express disappointment that much of fapanese aid

is 'tied' to the purchase of japanese services and commodities. This
has been true but, as a result of complaints by the United States and
other Western countries, ]apan has begun to reduce the 'tied' share of
its economic assistance. Another Indian concern is Tokyo's
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unwillingness to convert outstanding loans to a dollar basis or to issue
new loans in dollars. The high value of the Japanese yen has made
loan repayments difficult for India as well as for other developing
countries. This issue is likely to linger for some time, particularly as
India has been receiving a higher share of ODA in loans than in grants
in recent years.6 |apanese aid to India, as part of an overall shift in the
ODA progralrune, is being targeted more toward basic sectors such as
health, primary education and the alleviation of poverty.

Environmental concerns are also receiving greater attention in

|apanese assistance to India, and India has sought to take advantage of

this trend by, for example, seeking funding for the clean-up of two
polluted lakes in Bhopal.T
]apan has its own complaints and concerns about its ODA to
India. Low utilisation has been the prime complaint. |apanese officials
note that funds or equipment are sent to India, but inefficiencies at the
central- or state-govemment level prevent them from being used for
the intended purposes.

Notwithstanding these irritants in the aid relationship, India is
likely to remain an important recipient of Japanese ODA funds in the
near term. From the fapanese perspective, the large ODA programme
in some sense compensates for the low level of private economic
cooperation with India. Civen that |apanese ODA is often tied to the
purchase of services and products from fapanese companies, Japan
maintains a strong presence in the Indian economy - albeit one not
easily reflected in the trade and investment statistics.

Inoestment

fapanese investment

in India

remains extremely limited.

Between 1951 and 1997,lapan's direct investment in India amounted to
only US$186 million out of a total of US$47.5 billion invested in Asia as
a whole during that period.s Since India's economic liberalisation in
1991, ]apanese investment has risen, but only marginally. Japan ranked
Jon Choy, lapn and fuuth Asia: Obstacles and Opprtunities, Economic Research
Institute Report No.48A (Economic Research Institute, Tokyo,23 December 1994),
p.6.
8

Interview with Embassy of India officials, Tokyq 29 November 1994.
James Clad et al., 'The Indian Subcontinent'

in Nigel Hollowa y (ed.), lapn in Asia

(Review Publishing Company, Hong Kong, 1991).
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third in terms of foreign investment (by rate of approval) in 1992, but
in 1993 its investment fell to less than half of the 1992 figure. This
decline may have been the result of a deep recession in fapan and the
absence of any single large investment. In 1993, fapan's investment
ranking fell further, to eighth place. The dollar value of |apanese
investment approvals is still quite low, but shows a rise from preliberalisation ylars' us$1.6 million in 199o uS$17 million in 1991, and
US$196.8 million in 7992. In 1993, the value of Japanese investments
plunged to US$3 million. |apanese investments have been
ioncentrated in electrical equipment, glass, oil refining, and
automobile parts and leasing.9
These figures on Japanese direct investment do not take into
account what some officials in both countries point to as a growing
trend, namely fapanese stakes in investments by third countries.
While no precise figures are yet available, Indian officials have told
this author that |apan will soon back British private investments in the
Indian power sector. |apanese officials note that fapanese companies

are also supporting tie-ups between southeast Asian and Indian
companies, especially in the area of comPuter software development.

Japan is also taking advantage, on its own, of computer-related skills
in India. For instance, Sega Enterprises, the video-game maker,
recently announced plans to assemble its games in India and may also

moue some of its programming operations there. A final area of
possibly increasing |apanese investment relates to using the country as
an export base. Suzuki, for example, with its Indian Partner Maruti,
plans to use India as a base for expanding automobile exports to
Eastern Europe.

While japanese investment in India is clearly growing, for the
reasons cited above it is unlikely that it will rise substantially or
swiftly. Some Indian officials are hopeful that |apan will make a push
into the country in order to avoid being left behind American and
European competitors, and increasingly, investors from East and
Southeast Asia. While Tokyo is aware of the American and European
push into India, it is not clear whether Japanese investors will be
caught up in the same euphoria.

InvesEnent data supplied by the Ministry of Finance, Japan.
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For its part, the fapanese government has tried to do what it
can to make India more attractive to its businesses. Two official
|apanese missions have sought to engage Indian officials on
investment policies in order to create a more favourable climate for
fapanese investors. The first mission, in 1992, presented 21 demands
to the Indian government. Subsequently, New Delhi responded to all
but two |apanese concerns; namely, an exit policy and immediate
approval for 100 per cent foreign equity investment. A second
fapanese delegation was told in no uncertain terms that further reform
on exit policy and 100 per cent investment approval was not in the
offing and that, essentially, Japan should 'either put up or shut up'
with its investments. There appears to have been considerable
resentment on the part of the Indian government over its perception
that fapan was seeking special treatment and was unwilling to take
any risks. On the other hand, some Indian officials have warned that
alienating Japan, on the grounds that investment is pouring in from
the United States and Europe, would be foolhardy.
Future prospects for fapanese investment in the short run may
well depend upon the outcome of state and national elections in India
(the latter is scheduled for May 1996). If a clear commitment to
continued reform is evidenced by the national government that
emerges after the May 1996 elections, fapan may indeed expand its
investment in the countrv.
Traile

fapan is India's second-largest trade partner after the United
States. It accounts for close to 9 per cent of India's total trade. But
India accounts for less than 1 per cent of fapan's worldwide trade.
Based on the round of official trade talks held in january 1994, India's
immediate goal was to reach 1 per cent of Japan's imports; which it did
in the first seven months of that year.

Total bilateral trade between India and fapan today is just
under US$4 billion. In 1990, total trade declined by 5.3 per cent from
1989 and in 1991 it declined a further 1.8 per cent from the 1990
figures. This is worrying for India, since the decline comes at a time
when fapanese trade worldwide is expanding rapidly.
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There has been no notable change in the composition of trade'
Marine products, iron ore and diamonds account for about 70 per cent

of Indian exports. A small

in the exports of

engineering
imports
primarily
In{i^a
products has been registered. From fapan,
industrial products suih as engines and turbines.l0
increase

Though India regards ]apan as a mapr Potential market, there
are several constraints. The poor quality of Indian products and
missed delivery schedules are two of the oft-cited problems. Indeed,
in the trade area, the prospects for a significant increase, at least in the
short term, remain dim'
Indo-Jap anese Political Relations

The political dialogue between India and fapan is as yet
constrained ind institutionally underdeveloped. The subiects of
discussion are limited and the discussions themselves, with notable
exceptions such as the bilateral nuclear dialogue, remain ad hoc. An
increase in high-level official visits has occurred since around 1990, but
there is no routine consultative process between the foreign ministers
or heads of government. In essence, India and fapan can be said to be
in a process of politically discovering each other after a long period of
sepaiation, even estrangement. The two countries have embarked
upon an effort to understand each other's national interests and
determine interests ais-d-uis each other in an international environment

which differs profoundly from the one which govemed their scant
post-war ties. There are several issues which already are or may
become a part of the Indo-japanese political dialogue.

Relations with Thiril Countries and the Uniteil N ations
In the development of a substantive Indo-fapanese political
relationship, respective ties to third countries will be an important
factor. Indeed, the same three countries are the most important for
both India and fapan, namely the United States, China and Russia'

In the foreseeable future, for both India and Japan, relations
with the United states will be central. The divergent attitudes and
policies adopted by India and |apan towards the United States during

10

Trade data supplied by the Embassy of India, Tokyo.

Sushi and Samosas: Indo-lapance Relations

aftr

the Colil

War 173

the Cold War were a major impediment to amicable Indo-fapanese
relations. To some extent, the differences between India's and |apan's
relations with the United States are still in evidence today. Tokyo is
Washington's ally, while India is wary of the United States'emergence
as the world's only superpower. Underlying this reality, however, are
certain developments, nuances and commonalities which might augur
well for improved Indo-|apanese ties.
First, India's relations with the United States have improved.
Given Tokyo's tendency to follow the United States' lead in global
affairs, this is an important development. Indeed, fapan has welcomed
improved U$Indian ties and has accordingly upgraded its relations
with New Delhi. It is probably not coincidental that fapan's upgrading
of ties with India began in the mid-1980s, precisely parallelling the
improvement of ties between Washington and New Delhi.
Second, both India and fapan share an ambiguity about the
United States. India's Cold War-era foreign policy saw the United
States as an obstacle to India's emergence as a major, independent
power in the international system. Yet India's nonalignment policy,
based on maximising the country's international flexibility, also
necessitated that the United States play the role of balancer to the
Soviet Union. ]apan, meanwhile, though defeated and occupied by the
United States, came to rely on that country for its security and
economic development. Although after the Cold War the United
States has become more salient for both India and |apan, their
underlying ambiguity towards it has not disappeared. India would
still like to avoid 'putting all its eggs in the US basket', while Japan
may be edging towards a slightly more independent role, at least in
Asia. In essence, India's cautious moves toward the United States and
|apan's slight shift away from it may widen the area of common

ground between India and Japanois-d-zt s the United States.

Indians should not, however, hope for a substantive shift in
the US-Japanese relationship in the expectation that such a shift would

bring fapan closer to India in the context of an independent role for
both India and Japan in Asia. Rather, New Delhi should realise that,
for some time to come, closer Indian relations with Washington will
serve to enhance India's access to Tokyo.

The complexity which characterises Indian and |apanese
attitudes towards the United States is mirrored in both countries'
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relations with the People's Republic of China (PRC), which looms large
in their respective calculations. Until the late 1950s, India was the
champion of 'Red China' while fapan, following the American lead,
recognised the Chinese nationalist Sovernment in Taiwan. The SinoIndian border war in 1952 shatterd the Hindi-Chini Blni Blui (Indians
and Chinese are brothers) period and temporarily put India and fapan
on the same 'side' with respect to the PRC. With the dramatic reengagement of USPRC ties in the 1970s, followed by formal |apanesePRC ties, India and japan once again found themselves at odds. SinoIndian ties were then locked into animosity, while fapan embarked
upon building political and economic ties with a resurgent China
(particularly after 1978). This latest phase of divergence between India
and fapan ais-i-uis China has prevailed until relatively recently.
The possibility of a growing, if limited, convergence between
India and |apan on China may now once again be entertained. Since
the late 1980s, India has sought to patch up its tattered ties to Beijing,
though differences remain on fundamental issues such as the border
dispute. In the long term, Indian strategists still see China as their
main rival. Meanwhile ]apan has begun to exPress, however
guardedly, greater concerns about China's expanding military-and
&onomii po=*e., something it previously has been loath to do.l1 In
essence, both fapan and India have a vital stake in avoiding

confrontational relations with China. Yet both also, given their
complex historical ties to china, are finding that a mix of cordiality
and wariness will govern their ties to Beiiing. This is perhaps the most
that can be expected in terms of Indo-japanese colrunonality ais-d-ais
China.
Some Indians have speculated that India and ]apan will have a
more substantive colrunon interest in constraining China. This is
overly optimistic both in the assumption that |apan will wish to
confront rather than cooperate with China and in the implication that
Japan will wish to draw closer to India if such a policy were to be
deemed desirable. More probably, Japan will seek to retain a
constructive relationship with China and avoid isolating it. Should, at
some stage, Japan seek assurances and constraints against potential
Chinese hegemony, it will rely on the US-japanese security treaty, on

11

For example, see Masashi Nishihara, 'Japan Has Cause to Worry about Chinese
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its own considerable military forces, and on strong ties to its Southeast
Asian neighbours. The fapanese strategy presently, and in the
foreseeable future, will accord primacy to drawing China into regional
political, economic and security groupings in order to prevent an
isolated and resentful China from lashing out at the region. Only in
the last instance, and under rather extreme scenarios, would Japan
seek anything like an alliance with India to counter China. This is not

to ignore, however, that a few

Japanese have evinced interest in

greater'security cooperation'with India and that concerns about China
figure in this interest.
Differences between India and |apan over the former Soviet
Union, and today Russia, have bedevilled and continue to bedevil

bilateral relations. During the Cold War, New Delhi's often close
associations with Moscow, notwithstanding an officially proclaimed
nonalignment policy, did much to disenchant Tokyo, and only partly
because it irked Washington.
While Russo-Indian ties are today far less close than they once
were, they remain important to both countries. fapanese officials and
analysts consequently remain suspicious of Russo-Indian links, though
they recognise that the era of the Indo-Soviet Friendship Treaty is over.
They specifically point to continued Russian military sales to India as a
reason for concern. Indeed, after the Cold War, it is perhaps easier for
Washington to countenance a certain level of ties between India and
Russia than it is for Tokyo. The main reason is the deep historical
animosity between Russia and ]apan, which predates the creation of
the Soviet Union. (The Russo-]apanese War was fought in 19M-1905.)
The issue of the Northern Islands, still unresolved between Moscow
and Tokyo, and the often clumsy and still unsuccessful efforts on both
sides to address the problem, have, if anything, compounded Russofapanese tensions. The fact that India recognises the Soviet and now
Russian claims to the Northern Islands does little to endear India to
|apan.

While Russia is likely to remain a problem for Indo-fapanese
relations, three factors might mitigate this situation. First, as noted
above, Sino-Russian rapprochement cannot be viewed positively by
either New Delhi or Tokyo. Second, the possibly greater convergence
between India and fapan over policy towards both the United States
and China may partially offset the continuing divergences over Russia.
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Third, |apan's marginally improving relationship with Russia lessens
the divide between India and lapan regarding Russia'
India wishes to deal with its disputes with Pakistan, including
Kashmir, on a bilateral basis. India therefore is not happy with
possible fapanese involvement in the India-Pakistan/Kashmir dispute'
iapan has, over the past three years, indicated its willingness and
intention to play a greater role in Indo-Pakistani relations and in
settling the Kashmir dispute. Some Indians susPect fapan has done so
at the behest of the United States. fapan, in the past, has been
scrupulously neutral in Indo-Pakistani relations. When the United
States tilted towards Pakistan, fapan did not. At the same time, this
stance has not brought a great deal of comfort to India which, highly
sensitive to being equated with Pakistan, considers |apanese neutrality
to do just that.

Officially, |apan's position on Kashmir

is

extraordinarily

subtle. While the translation is not precise, ]apanese scholars say that
the Foreign Ministry's formulation reads something to the effect that
'India and Pakistan should achieve a settlement along the lines of an
agreement like the Simla accord'. This wording does not explicitly
support the Simla Agreement (hence leaving room for the inclusion of
UN resolutions). Recently, with the United States moving closer to the
Simla formulation favoured by India, fapan has also shifted, though
very slightly, in the same direction. At the same time, there is no
official indication that fapan supports the growing US insistence on a
role for the Kashmiri people in any settlement of the dispute'
Another country with respect to which it is conceivable that
India and Japan will share common interests is Vietnam. This would
be a notable change. Indian denunciations of US Policy in Vietnam
alienated fapan, which played an important role in support of the
United States during the conflict. But India, fapan and now
increasingly the United States have a general interest in enhanced ties
with Vietnam. For Japan, the country offers both an economic
opportunity and a potential counter against China. Indian thinking is
much along the same lines. India's long-standing friendship with
Vietnam has been strengthened following Prime Minister Rao's visit to
the country in 1994. Meanwhile, Tokyo has been supportive of an
Indochina development effort and has championed Vietnam's
integration with ASEAN. All of this is not to suggest that New Delhi
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and Tokyo are coordinating their policies rtisi-ais Vietnam, only that
what was once a source of discord in their relationship is being
transformed into an area of common, or at least no longer divergent,
interest.

Neither India nor fapan has explicitly commented on the
other's desire for permanent United Nations Security Council
membership. Each has, however, sought the other's support for its
claims to membership. In mid-1995 fapan reportedly despatched
officials to New Delhi to discuss the matter in greater detail. India's
approach has been that the Security Council must be reformed and
that criteria must be established to effect that reform. India has some
criteria in mind which would buttress its case for membership. fapan's
approach has been rather more unilateralis[ fapan is able and willing
to play a role on the Security Council and therefore deserves a seaU
moreover, a number of countries have expressed support for |apan's
membership.
Reform of the Security Council is some time off and the issue

is not of immediate or great importance in the development of an
Indo'|apanese political relationship. In the future, as the reform
question receives closer UN attention, it could become an issue
between the two countries.

India and Asia-Pacific Organisations
One of India's most cherished hopes in its evolving 'look East'
policy is eventual inclusion in the Asia-Pacific region's political,
economic and security arrangements. Prime Minister Rao has
broached the subiect of India's entrance into regional groupings during
his visits to East and Southeast Asian countries.
|apan's position vis-i-ois Indian admittance into key regional
organisations such as the Asia-Pacific Economic Cooperation (APEC)
forum, the ASEAN Regional Forum (ARF), and the Association of
Southeast Asian Nations' Post-Ministerial Conference (ASEAN-PMC)
is cautious. Moreover, japan's position is likely to differ depending
upon the organisation in question and its own role in that organisation.
japan may have more to say about India's entrance into APEC (where
fapan has a prominent position) than into the ARF or ASEAN-PMC

(which are fundamentally ASEAN initiatives). But, whatever the
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regional grouping, considerations other than those flowing directly
from bilateral relations with India itself are likely to influence Japan's
stance.

The three most important factors which will shape Tokyo's
position will be the level of ecnnomic engagement lndia achieves with
the Asian region, the attitudes of other key members of these
groupings (the United States, the People's Republic of China, and
prominent and vocal ASEAN members such as Singapore) and the
evolution and character of the organisations themselves.
Many fapanese are sc€ptical of India's ability to become part of
the Asia-Pacific economic sphere. A 7994 academic report concluded
that:
India, in particular, will not find it easy to move away from the
rigid economic system that has resulted in its long-standing
policy of protecting domestic industry. Accordingly, the
country's economy as a whole will require a substantial period
in order to be integrated fully into Asia's dynamic mechanism
of multi-tiered development.l2

The issue may, however, go beyond India's capability as an
economic player in the region. Some Indians have in the past
suggested that while politico-security factors might favour fapanese
interest in having India as a member of the Asia-Pacific region,
competing economic interests might work against this interest.l3
While this sounds incredible today, it is not absurd to suggest that
politico-security considerations, if they grow more compelling than the
current economic emphases in the region, might move |apan to evince
a greater interest in Indian participation in the region regardless of
lndia's economic integration.

A second factor which will influence japan's attitude towards
including India in Asian organisations will be the attitudes of other
key states. To the best of this author's knowledge, the United States
has no official position on India's entrance into Asia-Pacific groupings.
Outlak for a New Asia anil lapan's Response, A Report of the Japanese Committee, A
Report of the Japanee Committee on Or.rtlook for a New Asia to the Committee
for a New Asia (The Sasakawa Peace Foundation, Tokyo, 194),p.59.
See P.A. Narasimha Murthy, 'lndia and Japan' in f.D.B. Miller (d), lndb, Iapan,
Austrdb: Pertncrs in Asia? (Australian National University Press, Canberra,796)-
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But some Americans have argued that the inclusion of India in APEC
would strengthen its Asian rather than Pacific character, a development
which would not necessarily be in the interests of the united states.
China has indicated that it is favourable to India's inclusion in regional
groupings. ASEAN countries, meanwhile, differ in their views about
India's membership, though they have accepted India as an ASEAN
sectoral dialogue partner. In Northeast Asia, Taiwan and South Korea
reportedly remain quite ambiguous, though both appear keen to
expand bilateral ties with India.la

A final factor which will shape fapan's attitudes towards
India's inclusion in Asia-Pacific forums will be the evolution of these
groupings themselves. Evidence of such thinking is apparent in a
senior fapanese foreign ministry official's reported cornment that
'APEC is about Asia, not just the Pacific Rim'.15 The implication of
such a comment appears to be that APEC could indeed encompass
India if it moves further in that (Asian) direction. But whether |apan
will give it a nudge in that direction, given American

concerns,
remains doubtful. |apan's response to Malaysia's East Asian Economic

to strengthen Asian
regionalism, has been very cautious. In any case, in APEC's next round
of new inductions, fapan is more likely to press for the inclusion of
Peru and Mongolia than of India.
Caucus (EAEC) proposal, which seeks

Given that India's economic ties to Asian countries are still
fairly marginal, key Asia-Pacific countries remain unclear about India's
potential role. And the fact that Asia-Pacific groupings are still very
much in their formative stage means that no swift decision about
Indian inclusion (or exclusion) should be expected. )apan, in keeping
with a generally cautious approach to foreign policy, is therefore
unlikely to take a lead role in either pushing for, or blocking, India's
entrance into Asia-Pacific groupings.
More generally, Japan expresses ambiguity as to whether India
(and South Asia) is part of Asia at all. Officially, what in the United
States is known as South Asia (Bangladesh, Bhutan, India, Maldives,
Nepal, Pakistan and Sri Lanka) is dubbed 'Southwest Asia' in the
l4

For a discussion of Asian attitudes, see Hamish McDonald, Joining up: India
looks to Strmgthen Ties with Asia', Far Eastern Economic Reoieu,22September

15

ibid.

1994,pp.17-18.
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within the Asian
Affairs bureau of the Foreign Ministry. This division reportedly
encounters considerable difficulty in attracting attention to the region
within the larger bureau, except in one area discussed below. |apanese

fapanese lexicon and constitutes a distinct division

officials often refer to Southwest Asia as a separate'subsystem'of Asia.
But it is important to note that this perceptual issue is just that and
should not be over-emphasised in seeking to understand fapan's likely
attitude toward greater Indian integration with the Asia-Pacific region.
Until the mid-1950s India (and South Asia more generally) were

viewed by fapan as very much part of Asia. In essence, fapan's
presently ambivalent outlook on Indian membership in Asia-Pacific
groupings is more a function of the practical considerations noted
above than of cultural or geographical ones.

A final

factor which reportedly shapes Japanese attitudes
towards India's role in the Asia-Pacific is India's relations with its
neighbours and with the South Asian Association for Regional
Cooperation. Like other Southeast and East Asian countries, fapan is
understandably weary (and wary) of the relentless Indo-Pakistani
dispute and especially its venting in every conceivable international
forum. Progress towards greater intra-South Asian cooperation and
peace is often mentioned by ]apanese officials and academics as an
important factor in the acceptability of an Indian role in the AsiaPacific region.

Nuclear Non-Proliferation

India and |apan have long differed about the international
nuclear non-proliferation regime. |apan reacted with dismay to India's
so-called peaceful nuclear explosion (PNE) in1974.16 But only recently
have India and fapan begun to engage bilaterally on nuclear issues.
During his 1992 Tokyo visit, Prime Minister Rao accepted a fapanese
proposal to begin bilateral discussions on this question. Japan appears
to have been surprised by the Indian acceptance. India's calculation in
accepting the proposal was probably heavily influenced by lapan's
position as its largest aid donor and Tokyo's decision to link future

ODA activity to a country's non-proliferation stance. India remains
suspicious that fapanese interest in a bilateral nuclear dialogue

16

Frank C Langdon, Japanee Reactions to India's Nuclear Explosion', Pacific Affairs,
Vol.48, No.2, Summer 1975, pp.173-80.

Sushi anil Samosas: Indo-lapanae Relations

aftu the Cold War

1.81.

actually originated in Washington. Indeed, early talks, in which fapan

adopted the approach that India should sign the Non-Proliferation
Treaty just as Washington was moving away from the NPT focus,
further convinced New Delhi that the United States and fapan were
coordinating a 'good cop/bad cop' approach on the nuclear issue.
While the Washington factor probably played a part in the fapanese
proposal (if only as a blessing), internal fapanese Foreign Ministry
calculations also reportedly played a role. As noted above, the
Southwest Asia division has had difficulty in getting attention for the
region within the ministry. A focus on the nuclear issue in South Asia,
however, appears to override this general disinterest. There are also
public relations benefits for Tokyo in being seen as active in
preventing further proliferation and fapan has few maior costs to be
paid in South Asia, unlike with respect to China.

Whatever the original motivations behind the fapanese
proposal for a bilateral nuclear dialogue and Indian acceptance of it,
actual progress has so far been minimal. The United States has now
moved markedly away from the NPT solution in South Asia (the
Clinton administration's official non-proliferation policy makes no
mention of the NPT in its discussion of South Asia and nor does the
1994 Rao{linton ioint communiqu6). fapan seems to be following
suit. Its most recent proposal to India was for third-party inspections
of its nuclear facilities. India has repcted this proposal, at least with
respect to its indigenously designed facilities.

On a positive note, fapan has reacted favourably to New
Delhi's support for a worldwide freeze or ban on the production of
fissile materials and for a comprehensive test ban treaty. But any
Indian expectations of a more assertive |apanese role on the
international nuclear non-proliferation regime (such as support for
global disarmament, the Indian position) should be regarded as
unrealistic. It is true that within Japan there are voices which regard
the NPT as legitimising the possession of nuclear weapons and argue
that therefore the treaty should be rejected or at least amended. But it
is highly unlikely that the Japanese government will not support
unconditional extension of the Nf'T at the 1995 conference. Even more
unthinkable is fapan's rejection of the NPT because it wants a nuclear
option, though there are probably some who would favour this stance.
In essence, insofar as Indo-|apanese relations are concerned, there is
little prospect of narrowing the gap between their fundamental
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positions on nuclear issues. At best, both will be likely to keep talking
it serves their particular interests to maintain a dialogue'

because

Indo-Japanese Security Ties

Any discussion about possible Indo-|apanese security ties
must take into account the peculiar and narrow nature of the security
debate in japan. In essence, a discussion of security ties between ]apan
and any other country except the United States cannot include
traditional topics such as arms sales, alliances, or military exercises.
This does not, however, mean that fapan does not have security
concerns or that it is unwilling to discuss them in a political context.
But even here |apan would like to discuss such concerns in a
multilateral contexi similar to the various Asia-Pacific groupings. In
the context of Indo-Japanese relations, what can be discussed is the
nature of the two countries' security concerns, where they overlap and
differ, and what, if any, joint dialogue is taking place or might take
place.
Some of the common security concerns, and divergences, have

been discussed above in the framework of Indian and fapanese
perspectives on third countries. An additional security concern for
bottr countries is the protection of the sea-lanes which run from the
Persian Gulf, through the Indian Ocean and Southeast Asia, to |apan.
|apan relies on this route for about 70 per cent of its Persian Gulf oil.
|apan, however, will continue to rely on the United States, not India, to
protect these routes. In this context, the improvement of US-Indian
ielations, and specifically Indo-US naval exchanges, are regarded as
positive developments. Like the United States, Japan at one time
regarded Indo-Soviet naval cooperation with particular concern.
Similarly, |apan regards enhanced Indo-ASEAN ties and naval
exchanges ac contributing to peace and security in the Asia-Pacific
region. Until 199Q ]apan's Defence White Papers noted concern about
an Indian mititary threat to the region, probably reflecting concerns
expressed in ASEAN and Australia about India's naval expansion in
the late 1980s. But in the 1991 White Paper, the reference to an Indian
military threat does not appear. ]apan also welcomes the reduction in
Indian military expenditure over the past couple of years though, as
noted above, it expresses concern about Indian military purchases
from Russia.
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There is no regular, systematic security dialogue between
India and |apan, though India has expressed an interest in developing
one. But it is noteworthy that Indian military officials and officers of
the fapanese Self-Defense Forces OSDF) have begun to meet, though as
yet quite informally. In September \991., for example, the Indian A*y
Chief of Staff met with japanese counterparts.lT According to Indian
officials, the ISDF is far more keen to meet Indian military officials
than the Foreign Ministry. The Foreign Ministry seems, however,
receptive to an expanded dialogue between Indian and fapanese
research institutes.
Given the still developing and low-key nature of the overall
Inde'Japanese relationship, a substantive security dialogue is still
some way off. In future, rather than pursue some exclusive bilateral
security dialogue, |apan might be receptive to India's inclusion in a
region-wide security forum. At the same time, in order not to alienate

other members

of the South Asian Association for

Regional

Cooperation, Tokyo will probably try to discuss security in a broader
South Asian context.
The Cultural Dimension

I have tried to convey, through the use of the title 'sushi and
samosas', the cultural differences between ]apan and India. But just
how important these differences are to shaping the Indo-]apanese
relationship is a matter of debate. Leaving aside the ancient spiritual
bond of Buddhism, Indians and fapanese are quite different. One
fapanese businessman stationed in India told me that 'common sense

for Indians is very different from common sense for fapanese'. Some
of the aspects which constitute cultural barriers to the development
oflndo-fapanese relations include the sense of time, styles (and
amount) of conversation, food, and even language. fapanese
businessmen also point to the difficulties of daily life, weather and
poor school facilities as reasons for hesitation to live and work inn India.
One fapanese businessman who has spent nearly 25 years in

India suggests that such cultural factors have achieved a greater
prominence in fapanese thinking now that the struchrral barriers to
77 A. Madhavan,

'The Post-Cold War Equations'in Kamlendra Kanwar (ed.), lndialapan: Tounrils aNew Era (UBS Publishers'Distributorg New Delhi, 7992),p.n.
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doing business in India are breaking down. Nevertheless, the
diffeiences in cultures should not be seen as a fundamental
impediment to improved Indo-fapanese ties, whether economic/
poiiticat or even in the security realm. India and fapan have had
relatively amicable ties before, in the 1950s and early 1950s' A new era
of India-japan ties will be determined by realistic appraisals of
respective interests, and of how far they converge, the differences in
sushi and samosas notwithstanding.

CHAPTER 8

THE CHINA-BURMA.INDIA
'TRIANGLE'
Andrew Selth
Introduction
In most scholarly studies of India's external policies and future
prospects, Burma (now officially known as Myanmar)l is rarely
accorded more than a passing mention. Yet Burma occupies a criticil
geostrategic position. It is where south Asia, East Asia and southeast
Asia meet. It lies between two regional giants, China and India, with
wfrich it shares long and permeable borders populated by rebellious
ethnic groups. For centuries Burma has offered southern china a trade
outlet on the Indian Ocean, and during the Second World War it

provided the Allies

in India with their only land route to the

Nationalist chinese regime in chungking. During the anti-communist
struggles of the 1950s Burma was considered by the Western
democracies an Asian 'domino' of as much value as Thailand or
Vietnam. Burma's strategic importance declined after 1962, when it
withdrew into self-imposed isolation, but since 1988 it has once again
emerged as an important factor in regional security calculations. In
particular, changes in Burma's relations with China and India, and the

This paper draws entirely on public sources. It reflects the author's views alone
and has no official status or endorsement.
Following- the suppression of the 1988 pro-demooacy demonstrations and the
creation of the state Law and order Restoration councii (sloRq, Burma's official
name was changed from the post-I974 form, the 'socialist Republic of the union of
Burma', back to the 'Union of Burma', which had been idopted after Burma
received independence from Britain in 1948. In July 1989 tha military regime
$a.nged the name once again, this time to the 'Uniolof Myanmar' (or TV{yaimar
a direct transliteration of the official name in the Burmese lan'guage).
Nrlgtg"r,',
At the same time, a number of other place names were ctranged to conforrn'to'ihe
origh4 Burmese. In this- paper the better known forurg-for example Burma
instead of Myanmar, and Rangoon instead of Yangon, have been retain-ed for ease
of recogpition.

lfl6
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resulting shift

in the regional Power balance, have far-reaching

implications.
Perhaps not surprisingly, analysts examining the so-called
China-Burma-India 'triangle' hlve tended to focus on the roles and
concems of China and India. Because of their greater size and
influence in world affairs, these countries have demanded attention in
ways that Burma has not. Triangles have three sides, however, and
Buima's own policies and unique perspectives cannot be ignored.
Indeed, if they ire taken fully into account, it is possible tosee strategic
developments in this part of the world since 1988 from a different and
atgrrubly more balanced point of view. Also, if Burma can successfully
with its two largest neighbours,
-I*g" its developing rllationships
not look quite as uncertain or
may
outlook
regional
secrrtity
then iire
as unstable as some observers have suggested.

nTriangle' Thesis
The China-Burma-India
The china-Burma-India 'triangle' thesis, if it can be called that,

has already been expounded at length, and in various forms, by
several scholars.2 without repeating it in detail, their broad ar8ument
runs as follows.
In september 1988, when the state Law and order Restoration
council crushed widespread prodemocracy demonstrations in Burma
and formally took ovei goveinment, there was no real change in the
country's domestic power structure. Despite the creatio_n_of several
r,e*, oster.,ribly civilian political institutions, General Ne win and the
armed forces-had exeriised effective control over Burma for the
previous 25 years. The decision to create the sLoRC and return to
bpen military rule was in many respects a reversion to the days of the
oid Revolutionary council, established after Ne win's 1962 military
coup. The opening of a constitutional convention in 1992 was simply
the latest uite*pl by the Burmese armed forces to find a way of
exercising poliiical power behind the facade of a civilian

2

s"e for example, P. stoMan, 'China's Fo11ys into Burma: Implications for India"
Straagic AnaIysis,Vol.XVI, No.l, April 19%,pp'27-37; D'l' Steinber& 'Myanmar as
Nexr.ri: Sino-indian Rivalries on ihe Frontier" stuilbs in conflict anil Terrorism
if-."tfy Tinorism),Vol'16, No.1, January-March 1993, pp'1-8; and Mohan Malik'

'Sino-lndian Rivalrv

in

C-ontemprary 9luthcist Asin,

Myanmar: Implications

V ;1."1,6,

for

Regional Security''

No.2, September 1994, pp'737 -56'
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administration. where the sLoRC has differed significantly from its
predecessors, however, is in its decision to abandon Burma's
traditional neutrality in international affairs and its autarkic socialist
economic policies. In doing so, it has allowed China unprecedented
access and influence. This in turn has led to a mapr shift in power
relationships in the region and to a much greater political and
economic interest in Burma bv other countries.
Burmes e- Chine se Rel ati ons

Relations between Burma and China are now closer than ever
before. There had been increasing cooperation before 1988, but after

the SLORC was installed, Beijing's links with Rangoon increased
dramatically. With its 'open door' policies, China was well placed to
take advantage of the new economic measures introduced by the
SLORC, which permitted much freer trade and investment. Under an
agreement signed in 1988, Iegal two-way trade between China and
Burma has boomed, reaching an estimated US$1.5 billion per year.3
Chinese government enterprises have been given preferenie by the
SLORC for the supply of capital equipment, goods and services.
Transport and communications links on both sides of the border have
been substantially upgraded to facilitate this haffic. Also, a bilateral
agreement on economic and technical cooperation signed in 1991 has
seen China provide massive amounts of aid, mainly for civil
infrastructure projects such as bridges, roads, railways and port
facilities. A Chinese Consulate has been established in Mandalay and a
Burmese Consulate has opened in Kunming to assist in these and other
contacts.

China has assisted the SLORC in other ways. Defying
international opinion, China has given Burma diplomatic support in
multilateral organisations like the United Nations. After the collapse of
lle_Communist Party of Burma (CPB) in 1989, China also helped the
SLORC settle its differences with some of the ethnic insurgent groups
in Burma's northeast, including those with the greatest capacity to

3

St"inb"rg 'Myanmar

as Nexus', p.2. Because of the lack of official ontrols on
this figure must be considered approximate only.
See also
'Asia's New Growth Grcles', Asia Inc., November 1993, pp3e4f4 -and 'Sino-

cr.oss-border trade,

Yry"-g
1991, p.30.

Trade Develops Apace', Beijing Rmiew, Vol.34, Nb.B, 19-25 August
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intermpt cross-border trade. More importantly, and in a mapr
departure from its long-standing policy of non-reliance on any
particular country or Power bloc, Burma has acquired 1P to US$1.5
Littion worth of irms from China. This has included fighter aircraft,
pahol boats, tanks, armoured personnel carriers, multiple rocket
iaunchers, artillery, communications equipment, small arms and

ammunition.4 Although the precise details of these acquisitions are not
known, they appear to have been made on very favourable terms and
constitute the vast majority of all weapons and military equipment
imported by the SLORC since international sanctions were applied
agiinst the military regime in 1988. In addition, the SLORC has agreed
to the assignment of Chinese military instructors to Burma, to teach the
Burmese armed forces how to use this new equipment. Burmese
military personnel have also received training in China.

Given India's deep-seated suspicions of China,

these

developments alone would have been cause for concern in New Delhi.
Since mid-1992, however, there have also been persistent reports in
international defence iournals and the news media that Burma has
accepted a Chinese offer to build a deepwater port on Hainggyi Island
at the mouth of the Bassein River, which flows into the Bay of Bengal.
The first few stories tended to describe the proposed new Port as an
outlet for Chinese exports - the end of the southern 'Burma Road' to
the Indian Ocean long sought by successive regimes in Beijing.s Since

then, however, a number of more worrying - and at times even
alarmist - explanations have been offered for the Hainggyi Island
proiect. Recent reports have referred to the construction of a large
naval base capable of providing refuelling and maintenance facilities
for visiting Chinese warships. One Indian defence publication has
even suggested that Hainggyi Island is to become a massive Chinese
base capable of supporting large-scale air operations, a corps-sized

These arms supplies have been the subject of numerous reports since 1988. See, for
example, Martln Smith, 'The Burmese Way to Rack and Ruin', Izder or Censorship'
Vol.20, No.10, '1991, pp.43-45; and Bertil Lintner, 'Chinese Arms Bolster Burmese
Forces', lane's Defence Weekly,27 November 1993, p.I1. The precise value of these
arms is not known.
As earlv as 1985 there were official calls for the restoration of the ancient Southern
Silk Roirte from Yunnan through Burma to the Indian Ocean. See Pan Qi,'Opening
the Southwest: An Expert Opinion', Beiiing Reoiew, Vol.28, No.35, 2 September
1985,pp.22-23.
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formation

of ground

forces and China's (currently non-existent)

nuclear ballistic missile submarine fleet.5
There have also been claims that China is building a'maritime
reconnaissance facility' of some kind on Burma's Great Coco Island,
just 30 nautical miles north of India's Andaman group.Some of these

reports have specifically identified the new facility as a radar station,
references to a powerful observation
telescope. In addition, there have been several stories that Chinese
engineers have constructed a 50 metre antennae tower to service a new
signals intelligence station on the island. This was reportedly to be
fitted out with Chinese equipment and possibly even staffed by
Chinese intelligence officers.T The intended target of this station has
differed from one report to another, but has included India's naval and
air force facilities at Port Blair in the Andaman Islands, ballistic missile
launches from test ranges on India's east coast, and international
shipping passing through the Andaman Sea to and from the Straits of

but there have also been

Malacca.

Whether or not these reports are accurate, China stands to gain
considerable benefits from its new relationship with Burma. A
relatively stable and politically compatible regime on China's southem
border, flanking India, adds to Beijing's sense of security. Despite the
SLORC's current status as an international pariah, strong bilateral ties
with Burma also offer China opportunities to exercise greater influence
in South and Southeast Asia, both directly and through Rangoon.
There is a high degree of complementarity between the economies of
the two countries. Burma is rich in raw materials, like timber, fish and
gemstones. China can provide cheap consumer goods, like vacuum
flasks and bicycles, and heavy industrial products, like powergenerating plant and railway rolling stock. A trade outlet on the Bay of
Bengal would give China's rapidly developing southern provinces
direct access to the Indian Ocean region and markets further afield.
Port facilities in Burma, whether they are newly constructed or long
fayant Baranwal (ed.), SP's Military Yearbnk 7992-93 (Guide Publications, New

Delhi, 1992), pp.'10'l,371-77. For a more sceptical view, see William Ashton,
'Chinese Naval Base: Many Rumours, Few Facts', Asia-Pacific Defence Reporter,

June/July 1993, p.25.
See, for example, Bertil Lintner, 'Arms for Eye', Far Eastern Eanomb Rmiew, 16
December 1993, p.26; Robert Karniol, 'Chinese Puzzle over Burma's SIGINT Base',
latle's Defence Weekly,29 January 1994, p.14; and Bertil Lintner, 'Enter the Dragon',
Far Eastern Economic Reoiear, 22 December 1994, p.23.

790 lnitial-cr,rs' East
established, would also give the PLA Navy much greater strategic
reach, and thus help China justify its claims to great-Power status'

AU these developments have been noted with considerable
interest, and at times with concern, by observers of regional affairs.
One Western analyst, for example, has suggested that China has
advanced its forwird perimeter by drawing Burma into its strategic
orbit, and making ths SLORC its 'de facto military and diplomatic
ally'.8 1o others, Burma has become a 'Chinese satellite' or even a
'client state'.9 Such pronouncements may not have any official status,
but they have done nothing to settle Indian fears about the longer term
strategic implications of China's new relationship with Burma.
B

urmes e-In ili an Rel at io ns

Even when the countries were under ioint colonial rule,
relations between India and Burma were not good. The British used
Indian troops first to conquer the Burmese and then to crush
nationalist rebellions. The British also encouraged Indian migration to
Burma, both to provide labour for new industries and to help staff the
colonial administration. Indians came to exercise control over
important sectors of the economy and during the 1930s depression
Chbttyar moneylenders were responsible for the alienation of large
tracts of Burmese land. At the same time, there were more Indians in

Rangoon than there were Burmese. The resultant ill feeling, combined
witlicultural and social differences, contributed to a number of serious
anti-Indian riots before the Second World War. Bilateral relations with
India improved after Burmese independence in 1948, largely due to the
personaifriendship between Prime Ministers Pandit Nehru and U Nu.
hfter the 1952 miiitary coup, however, General Ne Win nationalised
most businesses and forced more than 200,000 people from South Asia

Those who remained suffered severe legal and
economic discrimination, an issue which became a cause for

to leave Burrna.

E

R.H. Munro, 'China's Waxing Spheres of Influence', Orbis, Vol.38, No'4, Fall 1994,
pp.589-91.

9

bio6an, 'China's Forays into Burma', p.21; also Malik, 'Sino-lndian Rivalry in
Myanmar', pp.l4Q149.
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simmering antagonism between Burma and India.l0 Another cause for
friction was India's support for the development of a democratic
government in Burma.

After the bloody crack-downs in Burma during August and
September 1988, India became one of the SLORC's strongest critics.
New Delhi's opposition to the military government in Rangoon was
expressed openly in official statements and at intemational meetings.
India was the only regional country to implement a clearly defined
policy towards Burmese political refugees, whom it welcomed. Prodemocracy activists who fled across Burma's western border were
given free rein to criticise the SLORC, including in broadcasts over All
India Radio (AIR). India also provided clandestine assistance to
Burmese opposition groups in Thailand, and the Indian embassy in
Rangoon was suspected by the SLORC of helping the democratic
opposition in Burma itself. When two Burmese dissidents hijacked a
Thai Airways passenger plane and flew to Calcutta in 1990, the Indian
authorities released the hijackers on bail, a move which infuriated the
SLORC. In a confidential letter circulated to senior Burmese military
personnel early the following year, India was condemned as a country
which'encourages and supports internal insurgents' and'interferes in
[Burma'sl internal affairs, [acts which arel not compatible with the
[expectedl behaviour of a friendly neighbour'.11
There were other reasons for the increase in bilateral tensions
after 1988. As part of its expansion of the Burmese armed forces, for
example, the SLORC created a new regional military command which
encompassed Sagaing Division and Chin State. Both are in
northwestern Burma directly facing India. In 1991 Burmese soldiers
penetrated 30 kilometres into Mizoram State to capture dissident
Burmese students based there. Also, India did not feel that Burma was
doing enough to help control anti-Indian insurgents operating across
the 1543 kilometre-long border between the two countries. According
to veteran Burma-watcher Bertil Lintner:
For a comprehensive history of Indians in Burma, see N.R. Chakravati, The Indian
Rise and Decline of an lmmmigrant Community (Oxford
University Press, London, 1971); see also Steinberg,'Myanmar as Nexus', pp.3-4.

Minority in lJurma: Tlu
11

- A Legacy of Violence', /ane's
Intelligena Reoiew, Yol.6, No.1, January 1994, p.39. See also Bertil Lintner,
'Regional Rivals Leading Burma Astray', lane's Defence Weekly, 15 June 1991,
Bertil Lintner, The IndoBurmese Frontier

pp.1053-54.

792 lndiaLook East
The military build-up, the role China had played in supplying
the Burmese Army with weapons, and the cross-border

insurgencies ... prompted the Indians to lend clandestine
support to not only largely ineffective civilian politicians but
also some of the much better organised ethnic rebel groups in
Burma.12

The latter included the powerful Kachin Independence Army
(KIA) in Burma's far north, which developed links through India's
Consulate in Chiang Mai. A KIA delegation secretly visited New Delhi
in 1991 and later posted a liaison officer there. In return for Indian

help, the Kachins trained and equipped Kuki and Chin tribesmen in
the jungles near Manipur, to counter Naga rebels and other insurgents
opposed to New Delhi. The Indians also supported moves by other
Chins to fight for their independence from Rangoon. The SLORC
retaliated by increasing its clandestine support for Indian insurgents
such as the National Socialist Council of Nagaland and the Manipuri
Liberation Army.
India's policy of actively opposing the SLORC after 1988 seems

to have been implemented in the belief that a democratic regime in
Rangoon would be more sympathetic to India's national security
interests. The government of Rajiv Gandhi was also keen to prevent
the strategic encirclement of India by China, through surrogates like
Burma, Bangladesh, Sri Lanka and Pakistan.l3 Although now more
measured under the government of Narasimha Rao, this fear remains.
Indian defence officials are reported to be'deeply concerned' that the
buffer of a weak but neutral Burma, which India has traditionally
enjoyed on its eastern border, has now disappeared. The possible
development of Chinese naval facilities on the Bay of Bengal, in
particular, is seen as 'an ominous development' with Srave
implications for India's security.l4 If such facilities were built, they
would give China better access to the Indian Ocean, long considered
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an Indian preserve, and add a worrying maritime element to the
geoshategic competition between the two regional powers.

The relationship between India and Burma is complicated by
Pakistan, which has seized the opportunity to strengthen its relations
with the SLORC at India's expense. There have been exchanges of

military missions and persistent, if still unconfirmed, reports that
Pakistan has supplied the SLORC with arms and ammunition.ls
Pakistan has also joined China in protecting Burma from criticism in
international forums like the UN Human Rights Commission. Pakistan
appears to be seeking to gain direct strategic advantage in the west by
adding to India's security concerns in the east.l5 Given Pakistan's close
relationship with China, however, some observers in New Delhi have
inevitably seen in growing Pakistani-Burrnese links further evidence of
a long-term Chinese plan to encircle and contain India. Indian defence

planners are also concerned about the possibility of a future war
between the two regional powers fought on wideiy separated fronts,
with China assisted on both flanks by compliant allies equipped with
modern weapons.
There is little doubt that Indian officials are concerned about
Burma's close relationship with China, but the level of concem is
difficult to gauge. It is clearly in India's interests, for example, to
exaggerate the potential Chinese threat, and some of the news media
reports on this subject over the past few years probably derive at least
in part from India itself. India could be hoping that, by arousing
regional fears about China's military foothold in Burma, it can put
indirect pressure on the SLORC to slow down the development of its
relationship with China, or even to suspend any projects that may be
under way on Hainggyi or Great Coco islands. At the very least,
Indian concerns might make the SLORC more cautious about acting as
Beiiing's stalking-horse in the region. It also helps New Delhi's current
efforts to establish closer ties with the Southeast Asian countries if
India is seen to share a common strategic goal. India has reportedly
offered itself as a strategic counterweight to China and in recent years
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has sought to establish military links with a number of regional
counhies.lT

Highlighting the potential Chinese maritime threat may also
be seen by some Indian defence officials as a way of increasing their
share of government expenditures. The Indian Navy, for example, has
suffered steadily declining budget allocations in recent years. It would
stand to gain considerably if the New Delhi government believed that
there wal a prospect of Chinese warships patrolling the northern
Indian Ocean in the near future.l8
Whether or not China's strategic influence in Burma has been
exaggerated, the possibility alone of China gaining access to military
facilities on the Bay of Bengal has been enough to increase regional

suspicions about lLiling's intentions. The members of ASEAN, for
example, are already fearful of China's growing Power and influence
in the wake of US force reductions in the Asia-Pacific region, and
would see a bid for a new deep-water port in Burma as another

example of Chinese expansionism.l9 The ASEAN countries are
concerned too lest they be drawn into a damaging shategic
competition between India and China. According to one respected
Burma scholar, this concern is felt most keenly in those states with
sizeable Overseas Chinese populations which might be persuaded to

support China's position in ihe event of increased tensions.20 Malaysia,
Singapore and Indonesia all have strong interests in avoiding any
devllopments which might affect the free passage of ships through the

Malacci Straits. Depending

on the

Pace

of

China's defence

modernisation and its behaviour elsewhere (such as in the disputed
South China Sea), concems over Chinese activities in Burma could
grow, adding to the potential for instability in the region.
Examinations of the China-Burma-India'triangle' usually
conclude with the observation that, in an attempt to draw Burma away
See also Andrew Selth,
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from China's sphere of influence, help prevent the consolidation of a
Chinese military presence in Burma and solve its cross-border
problems, India has made a fundamental reassessment of its policy
towards the SLORC. Since early 1993 the tone of New Delhi's rhetoric
about the Rangoon regime, both officially and through AIR coverage,
has been scaled down significantly. Burmese dissidents in India are no
longer permitted their earlier freedom to engage in activities against
the SLORC. There has also been a number of high-level official
exchanges between the two countries, such as Indian Foreign Minister
Dixit's visit to Rangoon in 1993 and the visit to India by SLORC
strongman Khin Nyunt in 1994. Trade delegations have been active, a
dialogue has begun to resolve border disputes and, in March 1993,
Burma and India signed an agreement to cooperate on the suppression
of narcotics trafficking. For its part, the SLORC has reduced its
assistance to Naga insurgents in the north and given India firm
assurances that reports about Chinese military bases in Burma are
without foundation.2l
Beiiing's close ties with Rangoon have also given added
impetus to India's efforts to improve its relations with China. Between
Prime Minister Rajiv Gandhi's visit to Beijing in December 1988, and a
similar visit by Narasimha Rao in September 1993, there has been a
wide range of initiatives aimed at reducing tensions and developing
bilateral ties. These and more recent efforts stem largely from a mutual
recognition that, with the end of the Cold War, the global strategic
environment has changed. Neither India nor China wishes to maintain
large military deployments along their disputed border. Rather, they
need to devote greater resources to economic and social development.
Even so, it has been recognised in New Delhi that stronger bilateral
ties with Beijing not only help moderate China's policies towards India
itself, but also provide opportunities to influence China's relations
with Burma. There is some evidence to suggest that Beijing has been
responsive to these approaches, and has sought to quieten Indian fears
about its activities in Burma. For example, China too has given
assurances that it has no plans to build new naval bases on Hainggyi
or Great Coco islands.22
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Wide-ranging surveys of regional developments are useful in

outlining the changing strategic environment and setting broad
parameters for the consideration of further developments. What is
often missing from such analyses, however, is any detailed

consideration of the SLORC's motives for its fundamental policy shifts
in 1988, how it views Burma's current position between India and
China, and what it hopes to achieve in these terms over the next ten
years or so. If examined more closely, these issues can not only clarify
some of the particular points raised above, but also contribute towards
a clearer understanding of the whole China-Burma-India 'triangle'.
The View from Rangoon
Since 1948, Burma has tended to look inward, rather than to
relations with other countries; but it has always been acutely conscious

of its

delicate position between India and China. Together with
Thailand, these two countries have long been the primary focus of
Burma's external attentions. It is even said that Ne Win's strong
opposition to birth control stems from his fear that Burma may
eventually be swallowed up by its bigger and more populous
neighbours. Of the two regional powers, however, it is China which
has always loomed largest in the minds of the Burmese leadership.
Ever since the Mongol invasions in the thirteenth century,
in Burma have been very wary about its
northern neighbour. Although wars with India and Thailand have
been more frequent, China has always been viewed as Burma's
greatest external threat. It was larger, militarily more powerful and
with far greater resources than any Burmese government could
command. It has also been viewed as inherently unstable, aggressive
and expansionist. After independence in 1948 the Burmese went out
of their way to maintain good relations with China (even to the extent
of leaving the nonaligned movement in 1979),23 but relations were
always strained. In the 1950s, open conflict almost occurred over their
successive govemments

disputed border and the Kuomintang remnants, which had established
themselves in Burma's northeast. Until its collapse in 1989, the Maoist
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CPB enjoyed Beijing's support for its 40-year insurgency against
Rangoon. It was a major step, therefore, when the SLORC opened its
arms to China in 1988. To understand the reasons for this surprising
departure from long-standing national poliry, it is important to
consider the circumstances under which this decision was made and
implemented.

In late 1988, the SLORC was suffering widespread
condemnation for its brutal suppression of the democratic revolution
that year.24 Almost all major aid donors announced that they would
suspend official development assistance and withdraw support for
Burmese loans in international financial institutions. Independent aid
agencies also took steps to deny direct assistance to the military
regime. There was strong criticism of the SLORC in the United
Nations, the European Parliament and other international forums. This
criticism was renewed after the arrest of charismatic opposition leader
Aung San Suu Kyi in fuly 1989, and the SLORC's repudiation of the
1990 general elections, which resulted in a landslide victory for the
opposition National League for Democracy. Throughout this period,
the SLORC feared an uprising by the civil population to restore
democratic rule in Burma, possibly aided by some of the ethnic
insurgent groups which had long been waging guerrilla wars against
the central govemment. At one stage, the xenophobia which had
always characterised the Ne Win regime reached the level of paranoia,
with the SLORC fearing that it might become the target of a UNsponsored military coalition, of the kind which assisted Kuwait against
Iraq in 7990-1991.
Despite its defiant rhetoric, the SLORC was in desperate
It
straits. wanted modern arms and military equipment with which to
ensure its continuing grip on political power, and to defend itself
against possible attack from abroad. It needed foreign exchange,
capital equipment and technical expertise to keep Burma's badly ailing
economy from complete collapse. It also needed diplomatic support
against its more powerful critics, particularly in influential groups like
the United Nations. The SLORC was quick to grasp the political and
economic assistance offered by some ASEAN countries, notably
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Thailand, but this was not enough. China, however, was prepared to

in the UN
finance,
and
Security Council), arms, proiect aid, technical assistance
all on very generous terms. It was also able to provide heavy
equipment to resuscitate Burmese industry, and cheap consumer
goods, which the SLORC hoped would dampen down popular
discontent. Faced with these attractions, Ne Win and the SLORC took
the difficult decision to abandon Burma's commitment to neutrality
and economic autarky, and to sup with its traditional enemy. It was
seen by the embattled military regime as a matter of survival.
provide immediate diplomatic protection (including

However reluctantly it may have been taken, this decision
delivered the SLORC from the immediate crisis it faced and allowed it
tinre to consolidate its power base. Since 1988, Burma has been able to
reequip and even expand its armed forces. The navy and air force in
partiiular have benefited from Chinese assistance, as the SLORC has
changed Burma's military structure from one suited only to counterinsurgency operations to one more capable of defending the country
againit conventional external threats.2s The United Nations has
continued to pass consensus resolutions each year condemning the
SLORC for its human rights abuses, but the threat of multilateral
military action against Rangoon, if it was ever a serious option, has
disappeared. The SLORC has become confident enough not only to
maintain pressure on urban dissidents but also to launch maior
military campaigns against those insurgent armies and narcotics-based
rebel groups which have refused to negotiate cease-fire arrangements'
Faced with the reality of continued Chinese aid and financial
assistance to Burma, members of the international communit/, like

Australia, have abandoned calls for an economic boycott of the
SLORC. Indeed, some countries (such as Thailand, South Korea and
Japan) are now anxious to increase trade links with Burma before the
Chinese corner all the best markets.

Over the longer term, the SLORC's dramatic shift towards
China has helped Burma re-establish its position as an important
strategic factor in the region. The SLORC's policies have caused
considerable disquiet among its neighbours, but that too has been
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manipulated by the regime for its own benefit. Fears that Burma
might, willingly or unwillingly, be drawn further into China's sphere
of influence have been useful in obtaining political and economic
concessions from several countries, including some of the SLORC's
most strident critics. As noted above, the relaxation in India's policies
towards Burma seems to be in direct response to a judgement in New
Delhi that continued criticism of the SLORC and support for Burmese
dissidents would simply push Burma further towards China. The
SLORC also seems to have successfully played on ASEAN concerns.
Broadly speaking, ASEAN did not ioin in the international
condemnation of the SLORC for its suppression of the 1988 prodemocrary demonstrations, but in recent years the frequenry and level
of contacts between Burma and the ASEAN countries have greatly
increased. Commercial interests are clearly important but, to a
significant extent, these initiatives also stem from ASEAN concerns
about China's close relationship with Burma and the strategic
implications for the wider region.
The benefits accruing to the SLORC from its new China policy
are thus substantial, but they have come at a high price. While China
has deliberately adopted a low political profile in Rangoon, and been
careful not to offend Burmese sensibilities, Beijing is now in a position
to apply considerable pressure on the military regime, should it wish
to do so. China probably intervened in late 199'1,, for example, to
persuade the SLORC to ease tensions with Bangladesh after Burma's

brutal and inept handling of the Rohingya refugee and insurgent

problems. Both through statc and private channels, China's economic
grip on Burma is already vcry strong and gctting stronger. Mandalay,
for example, is fast becoming a Chincsc town.25 Also, the vast amount
of military and industrial cquipmcrrt provided to Burma since 1988
will depend on continuing close contacts with China for its upkeep
and repair. Much of this equipmcnt has still not been paid for, and
Burma's chronic indebtedness to China will give Beijing opportunities
to exercise influence over the Rangoon regime for many years to come.
It has already been suggested that China has withheld a development
loan in order to win SLORC agreement to the lease of a Burmese
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island.27 China could also threaten to withdraw the protection it has
given to Burma in multilateral groups, or even allow a resurgence of
rebel problems along Burma's northern border.

The SLORC recognises these vulnerabilities, but would
vehemently deny any suggestion that Burma has lost its independence
of action, or is confined to a purely passive role. It seems convinced
that its policy choice in 1988 was the right one, and that it is still able to
control the development of the bilateral relationship. Besides, the
regime sees its current closeness to China as a temPorary measure
on1y, necessary to help the country through a very difficult period.
Indeed, given its long and difficult struggle for independence and
national unity, the idea of Burma becoming a Chinese client state
would be anathema to Ne Win and his prot6g6s in the armed forces.

For all the assistance received and testaments of friendship
given over the past six years, the SLORC still views Beijing's long-term
intentions in Burma with suspicion. All members of the Burmese

military hierarchy, for example, can still remember the assistance
given by China to the CPB, and most would have fought the CPB
insurgents during the course of their careers. A few may even
remember the border disputes and Kuomintang problems of the 1950s
and early 1960s. To Ne Win and the members of the SLORC, these
conflicts were waged at a terrible cost to Burma in terms of both lives
and resources, and at a critical time of the country's development. It
could also be argued that the troubles with China during this period

contributed to the serious problems of narcotics trafficking and
insurgency which Burma still faces.28 In addition, the Burmese
leadership, and Ne Win in particular, have always been extremely
sensitive about issues of sovereignty and have shown an acute
awareness of what they perceive to be Burma's national interests.
While they have been prepared to accePt Chinese military aid and
advice, it is highly unlikely that Ne Win and the SLORC would allow
China to dictate the more important asPects of Burma's foreign policy,
let alone establish military bases on Burmese soil.
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Even when they appear to offer supporting detail, some news

on the subiect of Chinese bases in Burma are hard to take
seriously. Others seem to be based on unsubstantiated rumours,
stories

uninformed speculation and possibly even deliberate disinformation.
Few consider the strong practical arguments against the construction
of any mairr facility on either Hainggyi Island or Great Coco Island.2e
Some other reports, however, are more plausible. If any are true, and
the Chinese do gain access to military bases in southern Burma, then
this would be a development of considerable shategic significance.
The SLORC owes China a maior debt and the provision of bases or
facilities would be one way of helping to repay it. Also, given its
current political and economic problems, Burma needs to preserve the
flow of trade, aid and expertise from China for at least a few more
years. With this in mind, the SLORC may not consider it too great a
sacrifice to permit the PLA Navy access to Burma's existing ports, or to
any new facilities that might be built on Hainggyi or Great Coco
islands. Such access, however, is likely to remain within certain limits,
strictly prescribed by the Burmese regime. Nor can it be assumed, in
the event of future hostilities between China and India, that this access
would notbe withdrawn.

Quite apart from its own national sensitivities, the SLORC
would be well aware of the wider political and strategic implications
of accepting Chinese military bases in Burma, and the likely reactions
of other regional countries. While in some respects impervious to
international opinion, and prepared to manipulate regional fears of
China for its own benefit, Burma knows that it cannot afford
completely to alienate its more important neighbours and trading
partners. The SLORC seems to have accepted that its close relationship

with China would offend India, at least in the short term, but it

has

welcomed increased contacts with the ASEAN countries, and is even
looking to become a member of ASEAN in due course. As the 1989
Tienanmen Square massacre showed, the regime in Rangoon shares
certain affinities with its counterpart in Beijing, but ASEAN rather than
China is seen to offer the best models for Burma over the longer term.
This applies not only to economic development. Even ASEAN
political systems are being examined by the SLORC to find ways of
installing a military-backed government in Rangoon that will be more
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to the international community. The SLORC conducts a
regular dialogue with the more important ASEAN counhies, and has
doubtless told them that they have nothing to fear from Burma's
acceptable

relationship with China.

In any case, as Burma's international position further
improves, and its economy develops, the perceived need for such a
high level of Chinese aid and suPPort will diminish. So too will any
pressure felt by the SLORC to rely on Chinese military equipment or to
permit China access to Burmese military facilities. This is not to
iuggest that the SLORC will retreat to an anti-Chinese position - in
Burma's situation that would never be a realistic option. A more
balanced foreign policy and less one-sided relationship with China,
however, is clearly Rangoon's aim over the longer term. As one Indian
observer has put it:
As with other Southeastern neighbours of China, Myanmar
has a definite perception of modulating the level of political
and economic cooperation in tune with local needs and
sentiments.3o

This process will be encouraged as far as possible by India and the
ASEAN countries, driven as much by their PercePtions of China's
growing power and influence in the Asia-Pacific region as by the
realities of the situation in Burma.

to have little

leverage in
Rangoon at present, India could have an important role to play in this
process. Ironically, because of its historical differences with China,
india offers the SLORC an easy way of publicly balancing its foreign
policies, in much the same way that earlier Burmese governments
iteered an even-handed course between the united states and the
Soviet Union during the Cold War. Indeed, there have already been
signs that Burma is seeking to increase its military ties with India. The
Ctrief of the Indian Atmy visited Burma in May 1994 and there have
been unconfirmed reports that Burma lftly even purchase some Indian
weapons for its armed forces.3l Also, as David Steinberg has

Although New Delhi aPpears
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suggested, India's new economic policies, which seek to encourage
both the foreign and domestic private sectors,'may influence economic
and political relations with Myanmar'.32 Under regulations iust
introduced by New Delhi, Indian products can more easily comPete
with Chinese goods on the Burmese market, entering by sea or down

the Chindwin/lrrawaddy river corridor to Mandalay and Rangoon'
India is still one of Burma's most important export markets and in this
way too can assist in reducing Burma's economic dependence on
China.
The SLORC's Gamble

If this interpretation of the SLORC's thinking is correct, then
the military regime in Rangoon has chosen a very difficult and
dangerous path to ensure its survival and consolidation of power. The
members of the SLORC are shrewd and ruthless military officers, with
little experience in the fields of diplomacy and international trade.
Generally speaking, they do not enpy the support of the Burmese
intelligentsia, most of whom have either emigrated or been denied any
real policy influence. The SLORC has achieved more over the past six
years than was initially expected, but it remains to be seen whether it
will be skilful enough to escape Beijing's close embrace without maior
cost. The transition back to a more neutral and economically
independent Burma will be neither quick nor easy, particularly if this
shift is opposed by China. The latter's hold over Burma is already
strong, and its strategic weight is steadily increasing as its economy
grows and its defence forces are modernised. Also, the bilateral
relationship is developing a life of its own, and is already affecting
areas which may be beyond either the SLORC's, or China's, ability to
control.

One of the most obvious sources of future difficulty is the
rising opposition in Burma to Chinese influences. The insensitive
behaviour and conspicuous wealth of Chinese traders and ethnic
Chinese narcotics traffickers in northern centres like Mandalay have
already aroused considerable resentment. Forced relocations of
Burmese have taken place, prices have risen and traditional cultural
values have suffered. The growing domination of Burmese markets by
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cheap Chinese consumer goods has put many local industries and
entrepreneurs out of business. There is also growing unhappiness
about the plunder of Burmese raw materials. As Mya Maung has put
it, the Burmese are seeing'a resurrection of the colonial plural society in which alien groups dominate the society and economy at the
expense of economic hardship and cultural decay for the Burmese'.3

Public opinion does not often count for much in Burma, but the
SLORC will need to balance carefully the country's development needs
against the risk of a popular backlash. Allowed to grow unchecked,
this anti-Chinese feeling has the potential to cause demonstrations at
least as violent, and as damaging to bilateral relations, as those which
occurred in Rangoon in 1967.34
Other potential sources of tension between Burma and China
are the SLORC's complacent attitude towards narcotics trafficking and
its reluctance to acknowledge the spread of AIDS. These problems are
already overflowing the border into Yunnan, and are expected to
becorne major concerns for the local Chinese authorities in the future.35
As they do, the SLORC is likely to come under considerable Pressure
from China to act, but there is no guarantee that the SLORC will be
willing, or indeed able, to take the comprehensive measures that will
be necessary. Some of the most powerful narcotics producers in the
area are ethnic rebel groups, like the United Wa State Army, with
which the SLORC has struck special deals. To abandon those deals
(which permit the hill tribes to grow and sell opium) could mean a
return to open warfare along the northern border, something which
the SLORC is anxious to avoid. Other major traffickers, like the drug
lord Khun Sa, are at present beyond the SLORC's ability to control.
Also, many senior figures in the Burmese armed forces directly or
indirectly benefit from the drug trade and can be expected to resist any
serious measures that are implemented to control it.
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Northern Burma is currently at the centre of a rapidly growing
AIDS epidemic, fuelled by the region's massive drug and sex trades.S
A reluctant public acknowledgement of this problem by the SLORC
has already brought greater pressure on the regime to implement
wide'ranging public health and education Progr.unmes. The
implementation of all necessary reasures, however, could mean a
diversion of scarce budgetary resources from the defence sector to the
health sector. Any such reallocation would threaten the SLORC's main
power base, namely its ability to command the loyalty of the armed
forces and suppress any civil dissent. Also, a serious anti-AIDS
prograrune would require close coordination between Burma and its
neighbours. It could possibly even include arrangements with
international agencies like the World Health Organisation. To be
successful, such a programme would require a level of interaction with
the outside world, and a relaxation of controls on Burrnese society, to a
degree that has so far been unacceptable to the SLORC.
Even if the SLORC is successful in coping with these problems
and striking a better foreign policy balance between China and other
regional countries, the level and nature of contacts with China since
1988 have already caused changes in Burmese economic and social life
which will be impossible to reverse. It can be argued that some are
beneficial and long overdue, but many carry the seeds of increased
communal tensions, economic disruption and political unrest. Also, as
David Steinberg has pointed out, changes are not only occurring in
Burma. Neither China nor India is static, either internally or
temporally. In both countries policies are likely to shift in focus or
emphasis'as they evolve, and is their leadership changes.3T Further
afield, developments in the wider Asia-Pacific region are equally
difficult to predict. As Burma becomes more involved in regional
affairs, it will be exposed to a wider range of issues and problems.
Thus the SLORC may have to make more policy adjustments over the
next few years, and in more ways, than it has foreseen, with unknown
consequences. It cannot be confident that all will go according to its
master plan.

'HIV/AIDS Country Profile: Burma' in HIVINDS Country Profiles: Asia-Pacific
37

Rcgion,7994 (Department of Foreign Affairs and Trade, Canberra,194), pp.l7-21.
also'AIDS Becoming Large Problem in China', AAP report,28 December 1994.
Steinberg 'Myanmar as Nexus', p.5.
See

2M Indialnl,s

East

Conclusion

The China-Burma-India 'triangle' thesis, as published by
several scholars to date, usefully outlines the new strategic
environment in that part of the world. It rightly draws attention to the
critical shift in regional power relationships which has flowed from the
SLORC's formal assumption of power in Rangoon, and subsequent
embrace of China. Any study of increased Chinese influence in Burma
and the Indian reaction, however, must be considered incomplete
unless it includes a close examination of the Burmese perspective.
The SLORC turned to China in 1988 as an expedient measure
ensure its immediate survival and to help restore Burma's
diplomatic and economic standing in world affairs. In these aims, the
military regime seems to have been at least partly successful. The
armed forces now seem firmly entrenched in power, Burma's economy
is slowly improving and the SLORC is being wooed by India and the
members of ASEAN. In these circumstances, there is every indication
that Burma will eventually attempt to draw back from China and try to
find a more balanced international position. Whether the SLORC will
be successful in using China in this way, or will find itself being used

to

instead by China, is something that India and the other countries of the
region will be watching very closcly.

CHAPTER 9

INDIA AND SOUTHEAST ASIA:

A RENAISSANCE IN RELATIONS?
Sandy Gordon

I don't knock on closed doors.
Indian Prime Minister Narasimha Rao on India's entry into
APEC.
The doors are closed but not locked.

Singapore's Prime Minister Goh Chok Tong in reply.

Introduction

In 1985, an Australian parliamentary committee was asked to
advise the Australian government on the establishment of an Asian
studies council. Choosing discretion over valour, the committee
refrained from offering a definition of what constituted 'Asia'. It chose
instead what it called a 'pragmatic' (presumably as distinct from a
'scholarly') resolution of the matter, whereby an 'emphasis on North
Asia and ASEAN [would be] paramount but not necessarily exclusive'
in the deliberations of the new council.l

Nearly a decade later the Australian government was
confronted with a similar dilemma when India sought to be more
closely associated with those parts of Asia to its east. Initially, the
Indian government thought that Australia - a fellow cricketing nation might assist India's bid to become more closely associated with
regional forums such as APEC.
In view of the delicate situation in which Australia was itself
placed in relation to Asia, and given also the tentative nature of APEC
at the time, Canberra was not as forthcoming as India would have

I

F.om the Chairman's covering letter, Commonwealth Department of Education,
Asian Studics Council: ReWt of the Working Parly (Australian Government
Publishing Service, Canberra, l9E5), p.ii.
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liked. New Delhi therefore decided to form its own linkages into Asia:
after all, India had as much right to be an'Asian'power as any other'
After some initial blunders and false starts, India is gradually
learning its way around Asia, with or without the involvement of
Australia (mostly without). Although Australia has newly'discovered'
India, it has, I believe, failed to recognise the possibility that, over time,
India is likely to become incorporated into the basic architecture of
East/Southeast Asia. Rather, Canberra tends still to regard South Asia
as a region that is somewhat distinct from the rest of Asia, albeit one
deserving of far more attention than in the past.

This notion that there is a fundamental separation between
South and Southeast Asia is derived from comparatively recent
history. Under the Cold War regime, the links between what Buzan
and Rizvi have called the South Asian and Southeast Asian 'security
complexes' tended to be weak, whereas South Asia's linkages to its
west were far stronger.2 Other commentators have argued that it will
be many years before India's security concerns to its west will be
overshadowed by opportunities to the east.3 While that is probably
still true of security, it is, perhaps, less valid in relation to India's
overall posture, which is likely in future to be 'eclectic', rather than
decisively eastward-leaning.
The links between Southeast and South Asia have, of course,
not always been so weak as they were in recent years. Southeast Asia
lies at the meeting point of the Indian and Islamic influences that
emanated from Southern Asia on the one hand, and the predominantly
Confucian cultural influence derived from North Asia on the other.

But contrary to the commonly held view in the West that 'Asia' is
epitomised by the Confucian cultures, the nations of Southeast Asia
are culturally suffused with influences from Southern Asia, whereas
North Asian influences tend to play a lesser role.4

for example, the author, India's Strategic Posture: 'Inok East' or 'Imk West'?
Working Paper No.225 (Strategic and Defence Studies Cenhe, Australian National
See
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4

University, Canberra, 1990).
ibid.
For a detailcd account of the influence of Indian culture and civilisation on
Southeast Asia, see D.P. Singhal, India and World Civilizntbn, 2 vols (Sidgwick and
Jackson, London, 1972).
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Indians make much of this cultural connection in seeking to
forge closer relationships with Southeast Asia. Indeed, they have a
sense - perhaps not shared unequivocally by the rest of Asia - of
'coming home'. For example, it was the first aspect of the relationship
alluded to by Prime Minister Narasimha Rao in his maior address
during his September 1994 visit to Singapore. Rao declared himself to
be 'perplexed' by the title of the address imposed on him, which
referred to India's'new' relationship with Asia.S

In the geographic as well as in the cultural sense Southeast
Asia lies at a crossroads. The great oil-bearing sea lines of
communications (SLOCs) between the Culf and Northeast Asia pass
through the very heart of the region via the Malacca, Sunda and
Lombok straits, as do the sea routes out of Europe into Northeast Asia.
The Straits of Malacca, known as the 'iron highway', are one of the
busiest in the world. These straits provide a focal point for trade
between the Pacific and Indian oceans. |apan, which derives nearly 70
per cent of its crude oil from the Gulf, has even tried to develop more
secure access by seeking to build an oil pipeline over the Thai isthmus.
The salience of these SLOCs in terms of Asian oil security means that
India - which has a comparatively large regional navy, which is located
astride the mid-ocean routes out of the Gulf into Asia and which
possesses the Andaman and Nicobar Islands at the western entrance of
the Malacca Straits - has had its strategic profile in Asia raised.

During the last few decades, however, India's cultural and
geographic affinity did not provide the basis for meaningful sets of
relationships with Southeast Asia. Any Indian pretensions to lead a
pan-Asian movement irintly with China were shattered by the short
Sino-Indian border war of 7962. Particularly after the division of
Pakistan in 1971., India's attention was drawn to the north and west,
and notably to the strategic linkages Pakistan was developing both
with China and with fellow Islamic nations of Southem Asia.
Furthermore, the United States emerged as India's largest trading
partner as early as 7979, and despite India's supposed Moscow 'tilt',
the United States has for many years been the largest investor in India.
Moreover, in the 1,960s, and particularly after 1971, India was

increasingly perceived by its fellow non-communist Asian nations to
Text of Rao's speech, High Commission of India, Canberra, 'lndia News',
September 1994,

p.l.
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have slid into the Soviet camp in the dead of night. India compounded
its isolation from the rest of Asia by repcting an early invitation to be
associated with ASEAN because it saw that organisation merely as a
reincarnation of the South East Asia Treaty Organisation (SEATO).5

This paper examines the prospect of a renaissance in relations
between India and Southeast Asia. Such a renaissance would suit
India very well. It would, in particular, alleviate the sense of isolation
that developed in India following the loss of key strategic and trading
allies in the Eastern bloc - a sense of isolation that was compounded by
the increasing proclivity for world trade to c€ntre on geograPhically
based trading units. The paper also assesses the strategic and political
implications of India's new thrust into Asia. And finally, it reviews
briefly the geopolitical circumstances that precipitated India's 'Look
East'strategy.

India's Post-Cold War Circumstances

India's official poliry of nonalignment between the Cold
Warring superpowers was characterised from the early 1970s on by an
increasing propensity to'tilt' toward Moscow. What India received in
return was backing against a China that had manoeuvred and
threatened on the border during periods of tension between India and
Pakistan, at least a semblance of a nuclear umbrella, access to cheap
and relatively sophisticated weapons, and support for its trading
regime through a series of barter and soft currency arrangements,
including in the supply of vitally needed oil. Such was the depth of
the relationship that, by the mid-1980s, the Eastern bloc powers
provided over 70 per cent of India's requirements for major weaPons
systems and 12.4 per cent of its total trade.T
The collapse of the Soviet Union in 1991 thus hit India hard.
Delhi
New
was required to conduct a 'frantic' search for spare parts for

See

Kripa Sridharan,'lndia-ASEAN Relations: Evolution, Growth and Prospeds'
(ed.), China, lnilia, lapan and the *curity ol hutheast Asia

in Chandran Jeshurun

(Institute of Southeast Asian Studies, Singapore, 1993), p.l f8.
The trade figure, which relates to the 'rupee payment area', is provided courtesy of
the Australian High Commission, New Delhi.
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its Soviet weapons amongst the 3,500 suppliers of the former Soviet
Union and to pay for the spares it could obtain in hard currency. At
the same time, it lost access to a wide range of markets in the former
Eastern bloc and to valuable barter arrangements. By 7992-93, Eade
with the former Eastern bloc had fallen to a mere 2.6per cent of India's
total trade.s

India's problems were exacerbated by the difficulty it was
experiencing in adjusting to the post{old War world and by the often
inchoate response of a United States that was itself unclear what the
end of the Cold War meant for its 'grand strategy', or where India
fitted in, if at all. Washington knew that its interests in Pakistan had
diminished sharply with the end of the Cold War, but was less clear
whether its larger global concerns, such as non-proliferation and
human rights, should take precedence over the relationship with India.
Indian policy makers were also disturbed by the growing
intensity of regional trading and security arrangements in the postCold War world. In Europe, the EC was transformed into the EU
while North America laid down the foundations of NAFIA. In East
Asia, ASEAN formed the core of a number of wider regional
groupings such as APEC and ARF and the latter's non-official
counterpart, the Council on Security Cooperation for the Asia Pacific
(CSCAP). India, meanwhile, found its own region provided 'small
beer' through the South Asian Association for Regional Cooperation.
By 7987, intra-SAARC trade commanded only about 3 per cent of the
total trade of SAARC members.9 And although India's position in the
Gulf/Southwest Asia complex was never as difficult as some have
attempted to convey, Southwest Asia certainly did not provide India
with fertile ground upon which to sow the seeds of closer regional
association.lo

In these circumstances, India adopted quite deliberately a
'Look East' strategy in order to broaden the base of its foreign
relationships. While India's global situation has improved
considerably since those dark days immediately following the end of
I
9
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Australian High Commission, New Delhi.
V.L.B. Mendiq SAARC: Origins, Organisatiot and Prospects, Monograph No. 3
(lndian Ocean Cenbe for Peace Studies, Perth, 191), pp.6166.
For a wholly negative view of India's prospects, see Ross H. Munro, 'The Loser:
India in the Nineties', The Naliotul Interest, No. 33, Summer 1993,p.67.
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the Cold War, this strategy has persisted. Before examining the
successes and failures India has had in pursuing its '[.ook East'
strategy, however, it would be beneficial more closely to define the
respective interests that India and the Southeast Asian Powers
perceive in each other.

India's Interests to Its East
India's recent engagement in Southeast Asia would aPPear to
be primarily economic in intent. Certainly, Prime Minister Rao's two
forays into the region, one to Thailand in 1993 and the other to
Vietnam and Singapore in 1994, were projected as predominantly
economic missions.ll
Yet whether rightly or wrongly (and there is certainly room for
debate), trade and interdependence are increasingly regarded as the
midwives of security.l2 This relationship between trade and security
is increasingly accepted by New Delhi, especially since the collapse of
the Soviet Union and the associated bankruptcy of India's policy of

economic autarky. In terms of India's fundamental interest in
removing the sense of isolation that followed the collapse of the Soviet
tlnion, it becomes very difficult to separate India's economic and
security strategies and motives. This difficulty is particularly
pronounced in the case of India's declared interest in becoming more
closely associated with the various regional groupings developing in
East Asia and on the Asia-Pacific rim, such as APEC, ARF and CSCAP.
These institutions are variously intended for economic or security
purposes. But for India, they also represent apparent opportunities for
greater engagement, for finding a new post{old War place in the
world, and for accessing the economic and technological capability
that is increasingly seen as integral to real security.

l1
t2

Jawed Naqvi, 'lndia's Rao Seeks Business in Vietnam, Singapore', Reuters News
Service, Art. No. m050598-881,22 August 1994.
For a good sunmary of the issues, see Desmond Ball, 'Economics and Security:
Towards Greater Cooperation in the Asia/Pacific Region; paper prepared
December 1993 for a volume entitled Power and Prospcrity: Ttu Link between
Economics and Security in Asia-Pacific (lnstitute on Global Conflict and Cooperation,
University of California, San Dego, forthcoming).
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In theory, a liberalising India has no real necessity to be part of
any trading bloc. Provided India pursues economic liberalisation with
consistency, it seems likely that in due cours€ it will be courted in
trade on its own account, especially by virtue of its large and much
vaunted middle class, numbering conservatively 180 million.l3
Already the policy of liberalisation is opening up new opportunities in
international investment, acquisition of key technologies and trade.
Even today, US investment in India is on a par with its investment in
China.la India's potential economic size leaves it well placed to enter
world markets as an eclectic trader. Moreover, the success of the
Uruguay GATI round and the creation of the World Trade
Organisation (WTO) opens up far wider vistas for India than would
any conceivable trading bloc, bringing together as it does 123 countries
into a wider trading regime.
Yet the fact remains that India is entering world trade from an

of only 0.4 per cent share in 1991.15 This
constitutes a most unstable platform from which to launch into world
trade. This instability has contributed to a sense of insecurity and
isolation in trading matters. If others have been persuaded to draw
together into trading regimes, then that must be a good thing. If India
is in danger of being shut out, then that is potentiallybad.l6
extremely low base

Now that India is seeking to expand its international trade, it
regards that part of Asia to its east as an area of great opportunity.
Conversely, it notes that its principal trading partner, the European
Union, will increasingly be an area of stagnant population growth and
trade and will likely be preoccupied with developments and
opportunities in the former East bloc. Its second largest partner, the
United States, is also likely increasingly to fall behind Asia as a market.
In short, it wants a bit of the Asian action.

14

t5
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Narayanan Madhavan, 'lndian Middle-class Market Estimated at 180 Million',
Reuters News Service, Art. No. Cff,517M791,14 August 1994. Madhavan refers to
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Yet in the case of India's trading relationship with Southeast

Asia,

it is difficult to find many economic complementarities,

excepting with Singapore, which has both capital and technology to
offer, and Vietnam, which requires the lower level of technology that
India has on offer. Both India and Southeast Asia are at roughly similar
stages in terms of their technological developrnent, both are exporters
of similar agricultural products, both are labour-intensive
manufacturers and both are primarily importers of capital and
technology.
TABLE 9:1

INDIA'S TRADE WTTH ASEAN NATIONS
(EX BRLINElllgsg-g[ (TO OCTOBER ONLU (US$ million)

1989
Thailand

Exports

Imiorts
Total
Malaysia

Exports

Imlorts
Total

Philippines

Exports
Imports
Total

Singapore

Exports
Imports
Total

Indonesia

Exports

Imforts
Total

Total

Exports
Imports

Grand total

*

1990

1,997

132 207 19
51 62 49
183 263 248
739 725 203
628 5M 391
767 672 594
41 21, 64
8143711753
722 25 95
371.
308 385
834
689 311
1205
997 697
50 92 745
76 773 67
1,% 255 212
773

748

't670

r474

997

u9

1992

257
55
322
246
4n
6t%
77
88
535
367

902

7993

1994*

338 419
54 zffi
392 669
240 312
228 585
48 898
53 5
60 58
7m 763
672 573

1,312

767 203
67 90
234 293

1336

216
99
315

7282 1534 7775

950

1,846

To October onlv.

991

1,561,

2525

3276

Source: International Monetary Fund (lMF), Direction of Trade Statistics
Yearbook

(lMF, Washington DC, 1994 and March 1995).
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It is true that hade between India and Southeast Asia has
recently started to rise sharply and that the trend is in India's favour.
But the rise is from an extremely low base and is dependent on one or
two commodities in relation to one or two countries. Table

9:1

provides data on the history of the hading relationship in recent years.

India's position as a 'half-way house' in world trade is
increasingly forcing it to become an eclectic trader, to find markets
wherever they are to be found. Because India is not part of any maior
trading bloc, it is important for it to be seen to be an active participant
in all markets. To take this point further in relationship to Southeast
Asia, an India that is seen to be active within and accepted by
Southeast Asia will have better prospects in the crucial capital and
trading markets of North Asia, where it has not so far had conspicuous
success. India's basic problem in the North Asian region is that it faces
stiff competition from China, which is closer, larger, and more
culturally similar. In this context, and given the degree of involvement
of North Asian countries such as Japan, Korea and Taiwan in
Southeast Asia, constructive relationships between India and
Southeast Asian countries are bound to assist India's more general goal
of regional integration. In the competitive and largely alien world to
India's east, Southeast Asia thus offers India a more proximate, more
familiar, smaller, and generally more manageable entrde point.
Inilia's Sh ategic Int ere sts

|ust as in trade India's wider goal is to use its links into
into Asia generally, so too, its
strategic and diplomatic interests are broader than those relating
Southeast Asia as an entr6e point

directly to the Southeast Asian region itself. The focus of New Delhi's
attention in seeking to gain acceptance in Southeast Asia includes
India's developing relationship with the United States and with
prominent non-communist North Asian powers such as fapan; the
limitations imposed on India ever forming strong linkages to its
immediate west in Southwest Asia and the Gulf; and, above all,India's
evolving but uncertain pattern of engagement with China. There is
also the basic strategic fact that for India, Southeast Asia represents the
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gateway into the Indian Ocean from the Pacific.lT Let us now examine
these aspects in more detail.

India's negative experience of the 1971 war with Pakistan,
when the United States despatched the Seventh Fleet into the Bay of
Bengal in order to exert pressure on India, shaped New Delhi's
attitude to the waters of the Bay of Bengal and the Andaman Sea for
many years to come.l8 The incident was, for example, a mapr factor in
India's subsequent decision to develop its strategic assets in the
Andaman and Nicobar Islands and build up the Eastern Command of
the navy. India recognised that it could never exercise sea control in
the region, but it did at least hope to exercise a measure of sea denial,
even to some extent in relation to a power such as the United States.

Although India's present-day strategic concerns about the
areas to its east no longer relate to the United States, it still sees China
as a potential threat. India made much of China's one-off naval foray
into the Indian Ocean in the winter of 1985-85, when the PLA Navy

sent two ships to visit Chittagong, Colombo and Karachi. This venture

was never repeated by China, however, in part because the seakeeping characteristics of the Chinese vessels proved so poor.
Nevertheless, the episode provided Indian naval advocates with a
steady stream of material with which to stoke the fires of paranoia in
New Delhi. More recently, India incarcerated 3 trawlers and 35
Chinese fishermen operating in the waters off the Andaman and
Nicobar Islands. Because they were carrying sophisticated charts and
radio equipmerrt, India was suspicious that the vessels were spying.
They and their crews were released only after the intervention of a
senior visiting Chinese official.l9 India's present concern about China
in the Indian Ocean does not, however, emanate from fears that the
PLA Navy will sail into the Indian Ocean, or at least not in the near
term. It relates instead to a general concern about expanding Chinese
influence in Southeast Asia, as China emerges in the twenty-first

Ashley Tellis, 'Securing the Barrack: The Logic, Suuchue and Objectives of
India's Naval Expansion' in R. Bruce (ed.), The Modera Indian Naoy and the Indian
Ocun: Deoelopments and Implications (Curtin University of Technology, Perth,
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century as a power of far greater potential influence than it has been in
the twentieth.

In the context of this more

general concern, there are two

specific expressions of Chinese pressure on Southeast Asia which India
is watching carefully. For India, the more important of these is the
developing linkage between China and Burma, because Burma shares

a long and porous border with India and an at times troubled
relationship. The complex, three-way relationship between India,
Burma and China is discussed by Andrew Selth in Chapter 8. Suffice it
to say here that Burma is, for India, extremely important strategically.
It abuts a highly vulnerable part of India - the northeast - that is riven
by ethnic unrest and separatism and that is ioined to India only by a
narrow neck of land at Siligiri. While relations between India and
China are in their current benevolent phase these matters are not so
vital, but Burma is certainly an area in which India will not let down
its guard.

India has adopted a two-pronged strategy in relation to its
'Burma problem'. First, it has backed away from its oppositional
stance to the SLORC govemment. It no longer allows anti-SLORC
propaganda to be broadcast from New Delhi; it ceased supporting
separatist rebels in Burma; in early 1993, the then Foreign Secretary,
Mani Dixit, visited Burma in a partly successful effort to improve the
relationship; and it has normalised border trade and is encouraging
Indian investment in Burma.20 while Burma is still tilted towirdi
Beijing, there is now at least a degree of balance in the relationship.
Second, and of particular relevance to the subject of this
chapter, India has favoured a strategy of having Burma inducted into
southeast Asia, preferably as a candidate for eventual association with
ASEAN. India recognises that while New Delhi and Rangoon will
never be particularly close, there are distinct prospects for Burma to
draw closer to other Southeast Asian powers. It would much prefer
Burma to take this direction than for it to move closer still to Beijing.
Accordingly, India supports the ASEAN approach of 'constructive

20
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engagement' with Burma, whereas several years ago New Delhi was
implacably opposed to dialogue with Burma.

India is also concemed about China's claim to maritime
territory well south into the South China Sea, in fact to within a few
hundred kilometres of the Straits of Singapore and almost right uP to
the Indonesian island of Natuna. India would be deeply troubled
should this claim ever be realised, since such an outcome would
represent a possible threat to the SLOCs out of and into the Indian
Ocean and a significant enhancement of the Chinese position in
Southeast Asia. But so far, India has adopted a 'wait and see' attitude
towards the dispute, without coming out strongly in support of either
side.
Southeast Asian Interests in India

Indonesia, Malaysia and Thailand are also, of course, Indian
Ocean countries with Indian Ocean interests. Such interests are not as
strong as their various interests focused on the Pacific, but they are

certainly present. They include security, particularly in relation to
India ai i large Indian Ocean Power, lucrative fisheries in the Bay ot
Bengal, for which there is intensifying competition as the resources of
the Pacific become depleted, trade with Indian Ocean littoral states,
particularly in the Middle East and Gulf, the connective web of Islam
in the case of Malaysia and Indonesia, and the fact that the crucial
trade routes that pass through the heart of Southeast Asia also pass
through the Indian Ocean.

Until the end of the 1980s, ASEAN's strategic outlook was
conditioned by the belief that India was a rising naval power in the
waters of the northeast Indian Ocean - one, moreover, with a perceived

Soviet tilt. Shortly after Mrs Gandhi returned to Power in 1980, she
decided to recognise the Vietnamese-backed regime in Cambodia. This
caused 'shock and anger' within ASEAN and gave the impression in
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ASEAN that India was a virtual 'fellow traveller' of the Soviet Union.2r
When this concern was compounded by the Indian naval buildup of
the mid-1980s, at least some of the ASEAN nations concluded that
India was a potential threat.

The opening of the FORTAN (for Fortress Andamon and
Nicobar) ioint-services base at Port Blair in the Andaman and Nicobar

islands in 1985 created particular concem. A Straits Times
commentator likened FORTAN to a 'super and unsinkable aircraft
carrier, only 80 miles west of the Straits of Malacca'.22 The then
Malaysian Defence Minister, Rithaudeen, said that while he had no
evidence that India was building any large base in the Andaman and
Nicobar Islands, '[Malaysial would still like to see an Indian assurance
that it will not use force against neighbouring countries'.23

Some of the concerns about FORTAN were exaggerated.
While laguar strike aircraft and Bear maritime reconnaissance aircraft
can stage through the facility, contrary to some reports they are not
based there. BN-2 Islanders, Dornier Do-228 and Fokks F-27 aircraft
operate from the facility in a maritime reconnaissance role, aimed
primarily at preventing permanent settlement on the 500 sparsely
inhabited islands by Southeast Asian and Chinese fisher folk and their
families and curbing poaching and smuggling. The importance of
anti-poaching measures in the overall defence configuration of the
islands is illustrated by the fact that, in the period up to May 1990, over
200 poachers had been caught.24

ASEAN's concern about India may, however, have had
another motivation. India's emergence as a significant actor in the
Southeast Asian region coincided with a period of military

21,
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modemisation in the region.2s The reasons for the buildup are subiect
to debate. Interpretations include the requirement to modernise, given
approaching block obsolescence, an 'automatic' process of acquisition
aisociated with rapid economic growth, and concern about China's
military modernisation plans in the context of its claims in the south
China-Sea.25 According to one assessment, expressions of concern on
the part of the ASEAN nations about India's role in the regionoffered
at least some countries a means of 'masking' their defence buildup in
circumstances in which references to tensions within ASEAN or public

expression of concern about China
diplomatically acceptable.2T

would not have been

The situation today is, of course, a vastly altered one' Any
concern about India's military buildup on the part of ASEAN has
dissipated. India's naval ambitions have collapsed because of the
financial squeeze it has suffered in recent years and because of the
need to direct resources to 'brown-water' functions in order to stem
smuggling. India has also sought to deflect criticism of its position in
ttre iegion by opening up the facility at Port Blair to visits from
regionil naval attach6s and by generally being more oPen about its
military position.2s In a 'bonanza' of exercising with the ASEAN and
other regional navies, India has now conducted naval exercises with
Indonesil, Singapore, Australia, Malaysia and Thailand.29

The radically altered circumstances between India and
ASEAN were underlined in March 1993, when India was accorded
sectoral dialogue status within AsEAN for the trade sector. Annual
trade talks were also established. Targeted sectors for development
For details of this modernisation process see Desmond Ball, Buililing 8lgr$ [o'
Rcgionat Security:

Miasures GSBMs)

An Australian Perspectioe on Confiilence anil Secarity Building
in the AsialPacific kgion, Canberra Papers on Strategy and

Defence No.83 (Strategic and D'efence- Stuaes Cenbe, Australian National
University, Canberra, t99t), Table 1, p.13; Table 2, p.14; Table 3, p.l5; and Table 4,
26
27

28
29
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Wil[um Branigin, quoting Desmond Ball, 'As China Builds Arsenal and
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Asians Fear a 'Rogue in the Region"', Washington Posl,31 March 1993.
Derek da Cunha, 'The ASEAI{ Armed Forces: A Case Study of Singapore and
Malaysia'paper prepared for a workshop on Major Asian Powers and the Security
ofsoittreast asii, Institute ofSoutheast Asian Studies, Singapore, December 1990,
P.15.
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R.H. Tahiliani (Ret'd), 'Maritime Strategy for the Nineties',Inilian Defencz

Reoiew, July 1989, p.24.

Dinesh Kumar, 'Joint Naval Exercise with Singapore', Times of India, 11 February
1993, pp.1,3.
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include tourism, adminishation and management, hade
investment, computers and informatics, solar energy

and
and
environmental protection.3o ASEAN agreed in February 1995 to
eliminate non-tariff barriers over the next five years to enable Indian
firms to set up ioint ventures in ASEAN countries.3l ASEAN and
India are also moving to coordinate their positions in the WTO on
issues such as labour laws and environmental issues, which they
regard as new forms of non-tariff trade barriers imposed by the
West.32

Growing Southeast Asian interest in India also reflects the
perceived need of some countries to balance the emerging
predominance of China in investment and trade. Singapore, for
example, is anxious lest China come to feature too highly in national
patterns of trade and investment and desires to hedge on its China
relationship. India provides a venue of roughly similar dimension that
can be used for this purpose.s Malaysia and Indonesia may well
share similar concerns.
The desire to use India as a potential counter against China
was once also strong in Vietnam. This perceived role for India is now,
however, largely a vestige of the Cold War era, when India and the

Soviet Union provided the main support for a Vietnam caught
between the pincers of China and the West. In the post-Cold War era,
India's prospects in Vietnam are more dependent on its capability to
provide appropriate technology cheaply and on the fact that its main
competitor, China, is not entirely welcome. In pursuit of these
interests, India and Vietnam recently entered into a double taxation
agreement. India has also invested in Vietnam's power, engineering,
fertiliser, sugar and tyre industries.34
The position of Thailand ois-d-ab India was previously shaped

by Thailand's use of China as a
30
31

32
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counter-balance against Vietnam.

Joint Press Release, New Delhi, 1617 March 1993.

'ASEAN to Eliminate Nontariff Barriers to Facilitate lndian Joint Ventures',
Reuters News Service, Art. No.000606094537,

1 March 1995.
'Trade Relations Hampered by a Lack of Information', Reuters News Service, 14
February 1995.
Conversation with leading Singaporean official, December 1993; see also, Michael
Richardson, 'ASEAN Nations and India Warm up', Internatiotul HerelilTribune,29-

30 January 1994.

John Rogerg 'lndians, Vietnam Sign Six Business Agreements', Reuters News
Service, Art. No.000513855435, 6 September 1994.
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Accordingly, Bangkok tended to be suspicious of India. But this
attitude is changing. Vietnam has withdrawn its forces from
Cambodia and China is no longer active in support of anti-Vietnam
forces there. Bangkok is now increasingly concerned about the
growing level of Chinese involvement in Burma, with which Thailand
ihares a long, porous border. During Prime Minister Narasimha Rao's
1993 visit, India and Thailand undertook to raise bilateral trade from
US$400 million to US$1 billion. Rao also reportedly expressed concern
about China's role in Burma and supported an 'Asian' approach to
human rights.3s Since the Gulf of Thailand is becoming increasingly
fished out, Thailand is also seeking a new venue for its large fishing
fleet of 4000 vessels. In a 1993 incident resulting in loss of life, some of
its vessels were intercepted by the Bangladeshi navy. In order to
formalise access to the northeast Indian Ocean, Thailand has entered
into a marine resources pact with India.36
The relationship between India and Malaysia has traditionally
been closer than the relationships between India and the other ASEAN

nations. During the 1960s, Indonesia and Malaysia were locked into
competition as a result of President Sukarno's policy of 'Confrontation'.
At the same time, Indonesia supported Pakistan in the 1965 war with

India, while Malaysia, acting according to Kautilian PrecePts,
supported India on the grounds that its main threat was China,
prompting an Indonesian jibe that it was a case of 'a Muslim lsidingl
with Kafirs'.37 Given this calculus, India and Malaysia drew together
as natural allies and remained close in later years. When India sought
association status as an observer with ASEAN in the late 1970s,
Malaysia supported New Delhi's bid. In the post{old War
environment, these links have persisted and expanded into strategic
areas. Economic links are also developing along positive lines.

'lndia, Thailand to Step up Trade', HinilustanTimes,V5May 1989, p.l5;. India.Club',
Far Eastnn Economk iteohw, 22 April 1993, p.9; Richard Valladares, 'Rao Visit to
Minirnise'Threat" of PRC Presence in Burma', Bangkok Post,l0 April 193; David I.
Steinberg,'Myanmar as Nexus: Sino-Indian Rivalries on the Frontier', Stuilies in
Conflict ind ienorism, Vol.16,No.1, 1993, p.3; Rodney Tasker, 'Rao's Look-East
Policy' , Far Eastern Eanomic Reoiew,22
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993, p.16.
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Malaysia is India's largest ASEAN trading partner (mainly in palm oil)
and is starting to invest in India's power sector.s

As well as its desire to 'hedge' economically in relation to
China, Singapore's desire for a closer relationship with India is
reinforced by its need to regain its competitive edge in software
development, an area in which it is in danger of pricing itself out of the
market. The World Bank assesses that India is the most efficient
venue globally for software development.3g Singapore is poised to
undertake a substantial investment in a software park near Bangalore
and Singapore Airlines is to shift its computer facilities to Bombay.
Singapore also hopes to interpose itself as an 'air bridge' into India,
which it sees as an area of rapid growth in tourism, and to garner

lucrative re-export trade from India into Asia.4o Singaporean
investment in India has risen from just above zero in 1991 to US$25
million in the first five months of 1994.41 Nonetheless, some
Singaporean investors remain wary of India on the grounds of its
entrenched bureaucracy and doubtful reputation for stability.

Given the expanding range of these strategic and economic
activities between India and ASEAN, what are the implications for the
three-way sets of relationships between India, the ASEAN nations and
China? Is there a sense in which any of the nations of Southeast Asia is
attempting to balance India and China strategically - as distinct from
seeking a trading and investment balance?
The ASEAN nations would not at this stage want India to be
actively juxtaposed to China, at least not in terms of security issues.
There are two reasons why this would not be advisable from their
point of view. First, while India is still probably more powerful than
China in conventional terms, regional nations assess that over the long
term China is likely to emerge as more powerful because of its far

On investment in the power sector, see'Malaysian Firms to Build Power Stations
in Karnataka and Kerala', Reuters News Service, Art. No. W4573, 1 March
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Service, Art. No. 000513819913,5 September 1994.

224 lndialooks East

more rapid economic development. China is seen as a Power of the
future that it would not be wise to antagonise unnecessarily.
Second, it remains unclear what sort of power China will
become. Beiiing may well choose to resolve outstanding disputes in a
way that retains its internationalist credentials and good standing,
depending on a number of factors in play at the time, such as the
nature of the post-Deng political leadership. It would be foolish and
premature on the part of ASEAN to develop relationships that aPPear
to be designed to counter China until China's regional role is more

clear. To do so might be to create the very insecurity that the

relationship was intended to avoid. But nevertheless, this may not
always remain the case, depending on the way China's relations with
ASEAN develop. The China factor thus emerges as an issue of
considerable importance in defining India's level of involvement in the
northeast Indian Ocean and Southeast Asia.
There may well, indeed, be an unstated strategic dimension to
both Singapore's and Malaysia's recent approaches to India. In early
1994 Singapore conducted a comprehensive anti-submarine warfare
(ASW) exercise using an Indian Foxtrot submarine, and during Rao's
visit in September 1994 an agreement was signed under which India is
to train Singaporean navy personnel.42 These activities were probably
undeitaken with China in mind, just as Singapore's economic strategy
in India is designed partly to offset the role of China.

Malaysia has also sought to deepen its security relationship
with India. In 1993 Malaysia signed a memorandum of understanding
with India on military coopcration that opened the way for ioint
activities in the areas of training and joint production of military
supplies. Items included an upgrade of Malaysia's L-70 AA gun, the
supply of an oceanographic vessel and the possible sale of the Indianmade Aloueffe III helicopter and Dornier-Z28 aircraft. Malaysia will
also use India for pilot and ground crew training and for spare parts
access for the 18 MiG-29s it is planning to purchase from Russia.s
Malaysia already uses India to help maintain its existing fleet of
Jawed Naqvi, 'Rebuffed, India Said to Seek Vietnam Help on ASEAN', Reuters
News Service, Art. No. W511747195,2 September 1994. It is significant, however,
that India did not field one of its more modern submarines.
See statement of the Malaysian Defence Minister, as in 'lndia to Train Malaysians
to Use, Maintain MiGs', Reuters News Service, Art. No. fff.385391479,4 January
r994.
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Alouetta. In addition, India trains Malaysian nuclear scientists at the
Bhabha Atomic Research Centre.

Strategies and Prospects

India's interests in Southeast Asia have in recent years been
more intense than have Southeast Asia's in India, so it is India that has

been required to go out of its way to improve its relations with
Southeast Asia. It had to attain this goal, moreover, against a
background in which its calling card was soiled by its long association
with the Soviet Union and by the perception that it was unable to
adiust its diplomacy to the Southeast Asian way, which involves the
larger powers suppressing their roles in favour of the politics of
consensus.

India did not help its case in the earlier part of the 190s by a
burst of over-enthusiasm, in which it somewhat ineptly assumed that
its membership of regional forums and even its leadership role would
be taken for granted.'l4 But New Delhi has subsequently come to
recognise that it must work on its Southeast Asian relationships at a
number of levels. It has assumed a lower profile in terms of its
attempts to become more closely incorporated into multilateral forums
such as APEC. Meanwhile, it is working assiduously at developing
bilateral relationships, as outlined above.

New Delhi is also conscious that ASEAN is about to
incolporate Vietnam. India's relationship with Vietnam may
eventually assist its own aspirations in Southeast Asia. It has thus
moved to strengthen its economic and security ties with Vietnam.
There may even have been a 'message in the fact that Prime Minister
Rao chose to visit Vietnam beforeSingapore during his September visit
to Asia'.45 Another target for India his been Singapore. As a small,
rich ASEAN state, it is in Singapore's interest to seek a power balance
in Asia, and it sees India eventually as contributing to this outcome.

45

ASEAN members were, for example, surprised by an Indian proposal to form a
'panchayat'of Indian Ocean powers and to exercise pintly with the Indians (made
by Admiral Ramdas at a maritime seminar in New Delhi in 192). ASEAN does
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that it is a militarv bloc.
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India has thus targeted Singapore as a point of inlluence that might
assist its closer ass&iation *itt .l,siatt forums such as the AIIF.46 Abo
according to the Director General of the Confederation of Indian
Industry, 'Singapore is an important listening Post for
multinationals'.47

India's strategy of cultivating bilateral relationships is now
starting to pay dividends. The foreign ministers of both Singapore and
Malaysia have stated that they would not rule out India participating
in the ARF.48 India has been accordd Partnership status in the
unofficial counterpart of ARF, CSCAP. In September 1994, a Thai
government study team mooted the possibility of drawing India and
Sri Lanka (and possibly also Bangladesh and Burma, depending on
'politics') more closely into a Southeast Asian trading bloc centring on
the region encompassing the Andaman Sea and Bay of Bengal- But
commentators at the time speculated that Bangkok was attempting
little more than to rectify its adverse trade balance with India and to
insert itself into the equation as, in the report's words, 'the natural
centre of the zone for g-eographical reasons'.49 If this interpretation is
correct, it raises interesting issues concerning the potential role of India
in ASEAN's internal power plays.
APEC membership remains a somewhat distant goal for India.
APEC has declared that it will accept no new members for three years,
pending further consolidation of the organisation in its existing form.
But even in the case of APEC there is growing support for the eventual
induction of India at the end of this period, depending on how the
organisation evolves. Certainly, support on the part of the ASEAN
countries for Indian involvement would go a long way towards easing
the way for India to enter APEC once the three-year moratorium has
expired.
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At the same time as it is seeking to reach out to nations to its
east, India is also interested in developing linkages with other Indian
Ocean nations, especially South Africa and Australia.S0 The question
is, how do these thrusts into the Indian and Pacific oceans relate to
each other in terms of Indian strategy, if at all?

For India, closer association with East Asia remains the most
desired goal. The East Asian area has the economic'critical mass' and
the range of technological capabilities and mixes of capital and labour
that are required for a fully-fledged trading bloc. Accordingly, itis not
exactly clear what India sees in the Indian Ocean proposal. New Delhi
may believe that a regional Indian Ocean grouping could assist India
to gain greater access to Southeast Asia, since most ASEAN members
are Indian Ocean powers as well as Pacific powers. Or the move could
be an expression of India's sense of frustration with SAARC and of its
associated desire to 'best Pakistan'. Or it could be part of an emerging
eclectic trading policy, according to which India sees itself being linked
via South Africa into the markets of South America. More generally, it
may reflect India's wish, in an uncertain world, to hedge its bets by

pursuing parallel, potentially beneficial, initiatives. Most likely

a

combination of these elements is in play.

But while exploring opportunities elsewhere, India will not
abandon its attempts to gain greater recognition in Asia. The region is
quite simply too important to it, both economically and in terms of
gecurity. To a significant degree, its success or failure will depend on

how

it

plays its diplomatic and economic cards. Above a[, a
continuing even process of economic liberalisation would greatly assist
India's cause. Should liberalisation continue in India, and should India
develop a reputation as a stable venue for investment and destination
for trade, it would eventually prove extremely difficult for the East
Asian powers to shut India out indefinitely. After all, on present
trends, India and China are set to be the two great potential maikets of
Asia in the twenty-first century.
Yet the ASEAN powers appear to be of the view that India
must first serve an 'apprenticeship' before it can be more fully
inducted into the region. During this apprenticeship,India must show
that it is willing to an extent to suppress the 'natural' leadership role it
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feels it should be accorded on account of its size and rich cultural
heritage, and because of its historical connections with Southeast Asia.
T'he eSEeN countries are also concernd to avoid having the IndiaPakistan competition, with all its religious overtones, exported into the
region. Indeed, until Pakistan and India can establish a more viable
.id* viaendi it will be difficult for either to make headway,
particularly in terms of their status within regional security forums.Sl
i'inally, aSSAN members are still to be reassured that the process of
ecot ottric reform in India will be taken far enough and fast enough to
make substantial trading and investment efforts worthwhile'

But provided India can make progress in these areas, there is
little doubt that in years to come the linkages between India and
Southeast Asia are set to develop significantly. The process already is
in train. The intensification ol trading linkages, and especially the
increasing number of joint ventures, has even now led to an upsurge in
the expoit of Indian labour into labour-starved Southeast Asian
countries such as Singapore, Malaysia and even Thailand. This is
especially true of technicllly trained and professional labour. By !994
ar,nual remittances from East Asia to India had risen to US$2'5 billion,
compared with us$3.5 million from the long+stablished Gulf labour
market.52 This involvement in the labour market is likely to be the
harbinger of a more intensive association in other areas that stand to
benefii from closer people-to-people linkages, notably tourism,
investment, and scientific and technological exchanges.
This gradual development of the India-Southeast Asia linkage
can only be dlemed a good thing by all concerned. Not only does it
give rise to the prospecfof a greatly expanded Asian trading arena, but
i-t could also be beneficial in terms of enabling a multipolar balance
eventually to develop in Asia, rather than the potentially destabilising
bipolar bilance that could possibly evolve between China and Japan'
For such a balance to work well, however, the regional Powers
must induct India in a way that focuses on economic and diplomatic
linkages rather than overtly on security considerations. The worst
outco"me would be for a sense of overt competition between India and
51
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China to evolve in Southeast Asia. On the other hand, an India that is
an accepted part of regional deliberations would offer a useful
broadening of the power structure of the Asian region.

It is equally important that the Southeast Asian powers
continue to work towards incorporating Vietnam and Burma into a
wider Southeast Asian grouping. A vulnerable and isolated Burma
will only lean further towards China than it already does; and Chinese
support for such a Burma will only result in China too taking on the
aura of an outsider, or at least a supporter of outsiders.
India is set to be far more intensively engaged in those parts of

Asia to its east. But rather than becoming one of the ASEAN
principals, it will stand in relation to ASEAN more in the manner of
China and |apan. It is probably too large a power ever to be fully
inducted into ASEAN, which is essentially an.association of middle
and small powers formed originally as a bulwark against communism.
But that is not to say that it could not, or should not, be more closely
associated with wider regional forums, such as CSCAP, ARF and
especially APEC.

CHAPTER 10

INDIA: AUSIRALIAIS NEGLECTED
NEIGHBOUR?
Meg Gurry
India is frequently represented by scholars, politicians and
purnalists as Australia's neglected neighbour. The bilateral
relationship is presented as a cpnundrum: why has Australia ignored
such a large and important neighbour? Various explanations are put
forward: benign neglect, mutual indifference, buteaucratic oversight,
biased policy formulatiory ignorance, preiudice, incompetence, mutual
suspicion and cultural incomprehension. But underpinning all these
explanations is the notion that India has been'neglected'by Australia;
it represents in fact a 'blind spot' in foreign policy. These terms are
widely used to explain Australia's apparent lack of interest in India.
Indeed, it is the notion of neglect which most frequently peppers mapr
political speeches over the last half-century, as each new government
'discovers' South Asia as if for the first time, and accuses its
predecessors of a shameful policy of indifference and ignorance.
Recently, however, I have come to question this analysis. Not
only is it inaccurate, as I hope to show, but it is also not useful; it
hinders the future development of Australian-Indian relations by
distorting the past as only a litany of lost opportunities, as if the
relationship has been somehow victimised by short-sighted
bureaucrats and politicians. Those held to be responsible are a broad
group: government, media, business leaders, buneaucracy, educators,
even the Asian shrdies community - all are apportioned their share of
the blame. What this assumes, however, is that all the relationship
needs for it to prosper is for official and non-official Australia to take
more notica. If - so this argument implies - Australian policy makers
and media had shown more intelligence, foresight, and pursued the
bilateral contact with more vigour, then Australia and India would
now have strong commercial links, a critical rnass of citizens well
informed of each other's politics and society, a more inclusive regional
perspective, and mutually beneficial defence ties.
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But with each new government since 1941, the links

hmeben

invigorated. soon thereafter the wave of enthusiasm has waned

because the deeper, structural causes of the insubstantial ties are never
addressed. What the'blind spot'argument leaves out, it seents to me,

is context. Bilateral relations are not driven by unilateral government
initiatives in the way that the blind spof argument suggests. Nor are
they shaped by rnedia aoverage. If the media is ignoring India in its
corret"ge of Asia, then that is because India has not been included in
Australia's official definition of the 'Asia-Pacific region'; indeed, policy
makers from Ross Garnaut to Gareth Evans have explicitly said that
the Asia-Pacific region does nof include India. And if Australia has not
included India in its definition of region, I suggest that that has more

to do with economic and intra-regional imperatives, lndia's own

strategic calculations, and the global configuration of power, than it
has to do with the fact that leaders and bureaucrats have forgotten

about or conspired against including India in their foreign policy
calculations. ftre blind spot representation is a notion that has been
constructd to provide substance to politicians'sPeeches; it is easier to
talk of neglect,lhan to examine the reasons for the lack of attention in
official diplomacy.
What I am suggesting is that bilateral relations develop in
response to a regional and global context where the agenda

is-

set by a

pleihora of factors not necessarily related to, or even able to be
ionholled by, the outlook of particular goverrunents. Understanding
the complex set of factols which have led these two large Indian Ocean
states togive each other scant attention will not be reached by pointing
accusinghngers. Rather, it is important to recognise that the political,
economic and cultural contexts in which bilateral relationships
develop have never favoured a strong Aushalian-Indian connection.
The regional and institutional imperatives - despite what the maP may
seem to tell us - have never been compelling.

A more accurate representation of the past would, I believe,
include the work of noted Australian diplomats, interested foreign
ministers, committed prime ministers, a number of individual
ministers and parliamentarians, artists, writers, academics, aid
activists, and a collection of significant individuals and interest SrouPs,

who have worked hard to see India recognised as a country of
significance

to Ausfalia. A

identified in

another context

of India-lovers - pegP-I"
by writer David Martin as 'the

collection
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brotherhood of the bewitched', a grcup largely made up of those
individuals who have travelled to India, are captivated by it and long
to return - has always existed in Austalia.l Tttey may not shape
policy, but their edstence is important in establishing bilateral nongovernment links, and in enlargrng the critical nrass of Australians
who know something about South Asia. They probably ane as great in
numbers as those individuals who take comparable interest irt say,
Indonesia or Malaysia.
That dl these individuals and groups have not succeeded in
creating a greater sense of enga ement at the official level between
Australia and India is not a reflection of incompetence or neglect - or
the result of a national blind spot. It is, instead, a result of the
particular circumstances of the eras in which they worked, which did
not provide a context for fmitful collaboration arxi exchange. India
suffered no mone than any other Asian country from the distorting
effects of Australia's preocrupation with Cold War concerns, and from
a noted lack of imagination when it came to dealing with any cultures
considered 'alien' or 'other'. It is important, I believe, to understand
that India was not marked out for especially unimaginative U€atment:
it fared no better and no worse than any of Australia's other nonEuropean neighbours.

It must be noted, however, that there is clearly a hierarchy of
Australian interests in Asia. China has preoccupied Aushalians at
both the popular and parliamentary levels since the nineteenth
century. Moving from fear to favour almost overnight in 1972, China
came to occupy a central place in the foreign policy agendas of Prime
Ministers Whitlam, Fraser and Hawke for its commercial promisq iust
as it had preoccupied earlier national leaders with its ability to
combine the 'red' and 'yellow' perils into a single undifferentiated
threat. Japan, as Australia's largest export market since 1968, and the
Republic of Korea, now Australia's third-largest market, must remain
central to Australia's policy proc€ss. Similarly, the ASEAN states'
emerging economic strength, geographical proximity, strategic
importance, and their centrality in the APEC proce$s, have for some
time dictated the prominence they arc to be given in Australia's
regional priorities. Australia's legacy in Viebram and its troubled and
David Martin, My Stterrgc Friaul: An AutobiogmVhy (Pan Macurillan, Sydney, 191),
p.196.
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problematic relations with Crmbodia mean that the states of Indochina
necessarily consume considerable diplomatic and strategic energy at
the highest levels.

Yet noh'r'ithstanding the focus that these states demanded

in the Cold War framework or for their commercial appeal,
India was still able to capture the imagination and interest of

either

Australian leaders and public in ways not always acknowledged' In
this paper I want to demonstrate the level of interest that has existed in
India, and to argue that there are other very compelling reasons why it
did not assume a higher priority.
The Myth of the'Blind Spof

The story

of

Australian-Indian relations

is littered with

references to neglect and inattention. Yet even the fact that each Prime
minister and foreign minister feels the necessity to apologise for the
lack of contact in these terms, suggests a history and complexity that
the words belie. It is useful, I believe, to take a brief look at how some

of Australia's leaders and policy makers have viewed India. Their
images of India, and their unsuccessful attempts to construct a bilateral
relationship of mutual significance, highlight the difficulties that states
like Australia and India faced in transcending the boundaries imposed
on them by a world divided on the fault lines of ideological conflict.

It is important to stress that up until the last decade, and at
various stages since 1945, India lus been envisaged as a potential
regional partner. From the mid-1940s, the government of Prime
Minister Ben Chifley and Foreign Minister H.V. Evatt sought to
develop ties with India; they demonstrated interest in creating regional
institutions which included the states of South Asia, particularly India.
Evatt, foreign minister from 1941 to 7949, saw India as central to future
regional and global developments. Chifley eniryed a strong resPect
for Nehru and considered India an extremely important country in the
postwar international community. He understood India's decision to
adopt a nonaligned foreign policy in a way his immediate successors
never would. Evatt, in ways not shared perhaps by many current
government policy makers, believed that'our geographical proximity
and our conunon interest in the affairs of the Indian Ocean and South-
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East Asia naturally thncw our lots dosely together'.2 Similarly, in a
submission to the Australian C-abinet before leaving for the meeting
which would accept India into the Commonwealth as a Republic,
Chifley clairrred 'India is morre important to Australia, economically

and shategically, than some [other] members of the

British

Commonwealth'.3

By the late 1940s, Australia was well positioned to take
advantage of its developing links with India. In 195Q the First
Secretary in New Delhi, Francis Stuart, confirmed the 'remarkable
extent to which Aushalia's existenc€ as something of a power in the
world is known and accepted here'. Stuart noted that Australia was
seen as 'different from other powers of the West'.4
But Prime Minister Robert Menzies, assuming office in 1949,
did not sense the difference at all. He could not see the importance of
Asia for Australia. His attitude did lit0e to endear Australia to its
regional neighbours. Indian editor Sunanda Datta-Ray claims that
'Menzies was looked upon as South Africa's staunchest champion at
Commonwealth gatherings ... favouring an inner club of the older
white dominions, leaving new Asian and African members out in the
cold'.5 In particular, the Indian goverrunent felt aggrieved that the
Menzies governrrent tilted towards Pakistan in the dispute over
Kashmir.

Yet even throughout the Menzies years it is not possible to
condude that Australia did not see, or neglected, India. When the
South East Asia Treaf Organisation was being formed in the 1950s,
Foreign Minister Richard Casey unsuccessfully sought India's
membership. In the early 1960s, after the 1962 border war between
China and India, Australian diplomats talked with their American
counterparts about the possibility of the United States, Japan, India
2

3
4
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and Australia forming a loose anti-Chinese pact.5 The war with China
stimulated considerable diplomatic activity in Australia, as officials
attempted to interest India in a number of anti4hinese coalitions.
Austrllan leaders hoped the war might lead India to abandon

nonalignment and ioin the Western alliance in its struggle against
internitional communism. But India was not intereted and the
momentum dwindled.
Furthermore, successive High Commissioners to India in the
1950s and 1960s, Walter Crocker, Peter Heydon, fames Plimsoll and
Arthur Tange - thoughtful, articulate men who were all committed to
Australia's development as a player in the Asian region - worked hard
at their task of finding areas of mutual concern. As well as being High

Commissioners, these men were at other times during this era
prominent academics, department heads or assistant heads of foreign
iffairs - in other words, senior policy shapers of the postwar period.
They identified some of the real stumbling blocks in the path towards
better relations. Arthur Tange (department head 1955-1965, High
Commissioner to India 1965-1'970), for example, perceived that
Australia 'was emotionally out of tune with Asii's new radicalism'.7
Peter Heydon (High Commissioner 1955-1958) saw that Indians were
not happy with Aushalia's 'tilt' to Pakistan; particularly affronting was
Australia's 'attitude to the question of Indians in South Africa'' The
Indian view of Australia, wrote Heydon, was that 'we have no real
national personality of our own: we are copies of the UK domestically
and of the US in foreign affairs'.8 Walter Crocker (High Commissioner
twice to India in the 1950s and early 1960s) constantly alerted Canberra
to the damaging impact of the White Australia policy, an impact which
he said cat celled out any goodwill created by the Colombo Plan.e
Casey himself - foreign minister from 1951 to 1960 - saw India

as 'the most efficient example in Asia of democracy a! work;
possess[ingl a special importance for the Western alliance'.lo Casey

6
7
8
9
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was concerned by the less than adequate relations between the two
countries, and attempted to find ways of moving closer. In 1958, he
visited India and dirussed the state of relations with the Home
Secretary, H.V.R. Iengar. Iengar asserted that C-anada and India
managed to maintain close relations in a Cold War world,ll a fact
which clearly puzzled C-asey. It was Arthur Tange who pointed out

that there were sonrc compelling arguments of geography why
Canada could more'readily'part company with the United Kingdom

or the United States than Aushalia could - they do not have to 'court
American protection', for example - but also acknowledged that:
Some of our difficulties with India would be the less ... if we
chose to be less uniformly committed on U.S. foreign policy ...

[O]ur policies must differ from those of India [but] I remain
convinced that we should strive for words ... that carrv the
ring of independent judgement and reflect general priniiples
agreeable to the nationalist and internationalist propensities of
Asian leaders.l2

A similar exchange of views occurred a year later. Casey
again made the point that'in India alone Aushalia ... does not possess
the influence which distinguishes our relations with the rest of Asia'.l3
The South Asia branch of the department put forward the explanation
that the problem lay with the fact that Australia had no strategic
relevance for India:

we are peripheral euen in a regional

sense

to India as far

as

economic and security interests are concernd, but the ranerse is
not fiue. India's associations with the West ... are most easily
expressed in contacts with Europe. We are not geographically
more accessible nor do the opportunities we are equipped to
provide ... correspond to Indian needs [emphasis added].l4

In many ways, this correspondence highlights the ambivalence

to India which had come to characterise the relationship during the
11
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Menzies era. But at the same time it does not suggest that Australia
was unconc€rned about India or was not attempting to find ways of
engaging it with it more strategically. The policy options, however,

remained confused and a cornnpn purpose difficult to establish.
lndia, after all, offered no obvious advantages geopolitically: despite
its war with China, it was still professing a nonaligned policy which
Australia could not accommodate. Economically, a complementarity
of commercial purpose had not been identified. Regionally, Australia
was extremely nervous about communism in Indochina and India was
showing no interest in supporting any anti<ommunist alliance. Nor
did it seem very interested in its neighbours to its south and east. By
the mid-1950s, Australia's 'White Australia' image was well defined,
and its pro-American and -British policies perceived throughout Asia
as obstacles to an independent exercise of its sovereignty. It was, in
fact, no longer the Western-countqr-with-adifference alluded to in
1950 by Francis Stuart. But most importantly, what this
correspondence higNights is India's lack of interest about Australia.

Both Prime Ministers Gough Whitlam and Malcolm Fraser
saw an intensified role for India in Australia's regional arrangements
and international priorities, and set out to create the means to achieve
this. ln 1973,India was one of the countries Prime Minister Gough
Whitlam had in mind when he talked of forming a new regional
community'genuinely representative of the region'.ls Malcolm Fraser
sought India's support for his attempts to regionalise the
Commonwealth in a new grouping which became known by its
acronyrn, CHOGRM (Commonwealth Heads of Government Regional
Meeting). Whitlam visited India early in his period of office. He was
well received. tlrre Tima of India talked of Australia's 'Welcome
Shift'.l5 Whitlam was anxious to balance his international priorities
and dispel concern over his perceived China<entred foreign policy'
He used a maior and widely reported speech delivered in New Delhi
to proclaim:

just not good enough that I should be the first
Australian Prime Minister to visit Delhi for 14 years. It may be
that because of our recent preoccupation with Indochina [and]
China and fapan, our relations with India have not been given

It is ...
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the attention they should have. If this has been so I intend to
amend it and amend it thorougNy,lT

Fraser had a different vision for Australia and India. In
another attempt at the coalition-building which has characterised
much of Australia's postwar diplornacy, he attempted to create some
form of loose association between 'countries of moderation'. It was
necessary/ he felt, for'middle powers' like India and Australia to act
together and so increase their leverage in an otherwise great-powerdominated world. He visited India three times as prime minister. The
visits were, by a number of criteria, a success, and Fraser was well
received by the Indian media. He told the Indian parliament that'the
time had come to strengthen the relationship'.I8

The aftempt to draw the two countries together into some
imprecisely articulated regime of middle-power states, bound together
by a commitnent to cautious moderatiory was in many ways a creative
aftempt to establish a language of cooperation between two otherwise

disparate countries. Fraser, in his 1979 speech to the Indian
parliament, developed further the notion that Australia was 'Western
with a difference', claiming unambiguously - and to considerable
Indian applause - that 'Australia is Australia, not an appendage of
Europe'.l9 This theme introduced a new conceptual element into the
traditional bilateral dialogue; it constructed an image far removed
from the stereotype held by many Indians of Australia as a cultural
offshoot of Europe, militarily allied to the United States and politically
an appendage of Asia.
The last decade, under the Labor governments of Bob Ftrawke
and Paul Keating, has seen the development of a considerable number
of new institutional links between Australia and India and the
development of a stronger trading and commercial focus. The sense of
belonging to a shared region, and in particular a shared ocean, has
become morc apparent. Trade between the tr,vo states increased
noticeably over the decade: in 1992/93 two-way trade totalled $A1.33
billion, an increase in 14.5 per cent over the previous year.2o This era
t7
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began with a mairr speech by Foreign Minister Bill Hayden in mid1984 promising to invigorate what he later described as a 'notably
neglected'bilateral relationship.2l He asserted that it was the intention
of his government to 'adopt a more energetic Indian Ocean-policy' and
'becorne busier diplomatically and culturilly in the region'.22

But the real political will to enhance the trading relationship
came from the friendship which developed between Rafiv Gandhi and
Bob Hawke following the 1985 October Commonwealth Heads of
Government Meeting (CHOGM) in Nassau. The two men developed
what was described as'a strong rapport'. Hawke immediately invited
Rajiv Gandhi to Australia, reiterating, like his predecessors, that 'the

relationship between Australia and India has not developed as
extensively as it might have'.8 The visit to Australia by Rajiv Gandhi
in October 1986 became the catalyst for a series of bilateral economic
agreements which proliferated after 1985. Hawke referred to the
impetus given to the relationship by the new prime ministers, once
again referring to the neglect of which every new government has
accused its predecessor:

'

After some years of neglect ... there have been renewed efforts
to expand our relationship ... It has been almost 20 years since
a Prime Minister came from India on a bilateral visit. That has
been too long a gap for two good friends.24

Raiiv Gandhi was no less effusive: he declared his visit to Australia a
'hrrning point in the consolidation of Australian-Indian contacts'. He
spoke oflttre special relationship between you and me, Bob'.25 Hawke
arrived in India in 1989 with the offer of a $A35 million aid package,
and unprecedented concessional finance of $A51.5 million for the
Piparwar coal mine development project in Bihar.

Similarly, Foreign Minister Gareth Evans has not

been

uninterested in or unaware of India, although clearly his priorities rest
in what has come to be defined as the APEC region; an area, of course,
which does not at this stage include India. He has made several visits
2l
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to India and is well aware of Australia's 'other ocean'. In March 1990
he elaborated on the government's Indian Ocean policy in a speech
which revealed a different emphasis - albeit a slight one - than earlier
government statements of 7987 and 1989, which explicitly exduded
India from Australia's definition of the Asia-Pacific region.25 He
outlined reasons why Ausbalia needed to take more notice of India:

India ... is perhaps the most under-rated of the likely great
powers of the 190s ... For all these reasons - India's role in the
region, its influential position in multilateral diplomary and its
potential as a conunercial market - this Government has
sought to expand and deepen our relations with India?7

In the response of the government to the Senate's 1990 report

into Australian-Indian relations, Senator Evans repeated the now
familiar observation that 'periods of relative neglect' have
characterised the rclationship, but that now'the time is right to invest
the relationship with energy and vision'.28 Evans has acknowledged
'that the east coast is where Australia's populatioO and foreign policy

establishment, is concentrated'. But he has also noted the 'real
interests, actual and potential, Australia has with South Asia and the
Indian Ocean'. Furthermore, he suggested that 'one should not
exaggerate the extent to which the area has been neglecte6'.29
In the recent governmentrcportlndia's Economy at

the

Midnight

Hour: Australia's lndia Strategy, the authors note that while it is true
that India has not 'been part of [Australia's] Asian orientation', the
obvious reason for this is that India 'has not looked eastward'. In other
words, it is zof that Australia has neglected India; rather India has
looked westward: to Europe, the United Kingdom, the United States,
the Middle East, the former Soviet Union and Eastern bloc.s Similarly,
South Asian conespondent for the Far Eastern Economic Raniant,
Australia, Department of Defmce, Thz Defuce of Austrdia 1982 Presented to
the Minister for Defence the Honourable Kim C Beadey, MP,
$rliammt by
March 1987 (Aushalian Governmmt Publishing Servie, Canberra, 1987); Gareth
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Hamish McDonald, pornts out that India is itself to blame for its weak
ties with Australia. India shut itself off from world trade and
invesEnent, and hence there were 'good rcasons' for Australia's
inability to link up with lndia in any significant way.31

In August 1994, Senator Evans and the Minister for Trade, Bob
McMullan, announced that Australia's ties with the Indian Ocean
states were to be upgraded, and that a series of seminars was to be
held in 1995 to pursue ways of institutionalising these relationships
further.32 A week of activities in New Delhi in February 1995 brought
together academics, diplomats, business people and bureaucrats to
advance economic links and to draw attention to Iirdia's deregulating
economy. The success of these latest moveg of course remains to be
seen. But they do reveal that even in the euphoria surrounding the
creation of APEC, the states of the Indian Ocean have not been
ignored, and that the possibility for developing ties with them remains
ttro.g. Importantly. to a large extent (excluding the possibility o!
furure Indian Ocean regional institutional developments), the bilateral
infrastructure is already in place. The authors of lnilia's Economy at the
Midnight Hour, in making recommendations for an 'India strategy',
claim that there are'sufficient institutional mechanisms ... to conduct
the economic relationship effectively, and this report does not
recommend the setting up of new ones'.33
Thus there have been strong expressions of interest in India
from successive governments and leaders, and considerable bilateral
instihrtional links established. It is true, however, that they were never
enough to establish a strong, durable and productive relationship
between the two countries. What this shows is that leadership affinity
and interest, and unilateral diplomatic initiatives, are not enough.
Bilateral relationships are, at the end of the day, locked into
multilateral regimes. Unless states meet regularly in multilateral and
regional forums and are part of a regional or multilateral
infrastructure, it is difficutt for a bilateral relationship to develop as its
potential suggests it should. Gareth Evans acknowledged the salience
31
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of this point when he observed that'it is difficult for Australia to bring
any of its Indian Ocean relationships within a supportive regional
institutional framework as with say, Indonesia or ]apan'.34
The Cunent'State of Play'

It is possible, I believe, to outline a persuasive case which
explains the undeveloped nature of Australian-Indian ties in the past,
a case which points in fact to a more promising path for the future.
The dramatic changes in world politics of the last five years have,
indeed, all but wiped out the obstacles that once stood in the path of
closer relations.
The arguments underpinning the case /or closer bilateral
relations are well known: Australia and India share a region and, in
particular, an ocean. India is an important world and maior regional
power, a resource-rich land mass of 860 million people, the second
most populous nation in the world, the dominant power in its region,
with an established industrial capacity and vigorous commercial life.
It has an expanding middle class of approximately 120 million people.

a multiparty
parliamentary political system based on the rule of law, an open and
accessible society, and a vibrant and diverse free press, much of it in
English. India shares with Australia a language, a commitment to
democratic institutions, a history of British rule, and membership of
the Commonwealth of Nations.
Both countries have similar political institutions:

But it is the arguments which have been advanced over the
years againsf stronger ties which tell the real story of the relationship.
What is important, of course, is to assess the extent to which they still
relevant in the post{old War, commercially driven days of the 1990s.
In the past, however, several reasons have been advanced to justify the
case against closer relations.
Seanrity anil Geostrategic Concerc

In 1968, the Australian High Commissioner to India, Sir
Arthur Tange, listed a number of Australia's concems with India.
U
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Together they conveyed Australia's preoccupation with cold war
diflomacy, ard her,ce the difficulty Australia had in placing India in a
strategic framework which was seen to serve Australia's national
interests and security concerns. They were described as follows:
India's disappointing resPonse to the containment of
communism in esia; India's attitude to military and political
security in South East Asia and the Indian Ocean; India's
refusai to condemn the Russians or praise the Americans "'
India's biased view of the activities of colonial administrations;
India's lack of promise as a trading Partner or home for
investment.35

To that list it would be possible to add: India's nonaligned reiection of

alliance diplomacy; India's hostility to and intermittent wars with
Pakistan, a state seen as an important Western strategic ally; and
India's quest for links in the Middle East, Europe and North America,
which hive taken a very visible precedence over its links south and
east.

Thus the two countries separated over the underlying
of their foreign policies. They conceptualised security
iifferentty, with contraiting ideas about global governance and
principles

conflict resolution. Significantly, given the extent to which Australian
foreign policy was shiped by American foreign policy, the- Cold WardrivJn politiis of the United States have led - at least until the end of
the 1980s - all branches of the US government, and the general public,
to view India's intemational position 'as being contrary to American
interests'.36

Australia's foreign policy concerns - the search for security and
the containment of communism - have focused its diplomatic attention
almost exclusively on the global strategy devised by the United States

for containing Soviet-led communism. This poliry underpinned
Australia's chbice of bilateral relationships, and it had particular

India. At the same time, India's
policy of nonalignment was baffling to early Postwar Australian
relevance for Australia's relations with

ieaders. Later, Whitlam, Fraser and Hawke were not as unsymPathetic
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to nonalignment's underlyrng principles, but were still unable to
acommodate it in Australia's general policy and strategic (Cold Wardriven) framework.
Clearly, the end of the Cold War has brought an end both to
alliance diplomacy and to India's nonalignment, at least in the form in
which they were originally conceived. Both Australia and India are

in the post{old War world.
Australia's commercially driven Asian focus could, in theory sit
comfortably with India's reforming economy and new 'look East'
stance, although there are a number of obstacles to transcend first. The
defining purposes of both states'foreign and domestic policies are thus
no longer driven by idmlogical and geopolitical exigencies. In the past
now searching for new identities

there was no convergence of interests on these global issues; now there

is no significant divergence of interests. Hence the concerns which
once separated Australia and India into different regimes are no longer
contested. This can only have positive implications for the growth of
the bilateral relationship in the future.
Economic Intqests

Nor, until recently, did the economic relationship seem to offer
a great deal. Other than for a short period following the election of
Raiiv Gandhi in the mid-1980s, it is only since 1991 that India's growth
potential has been widely represented as promising. According to the
Economist, up until 1991,'India was one of the most mismanaged and
inward-looking economies in the world - an economy whose immense
potential has been squandered for decades'.37 Its 'overseas trade was
trivial [and] inward investrnent was discouraged ... [inl 195G80India
had one of the worst records of economic growth in Asia'.38

In

1990, Sarah Sargent,

of the Australinn Financial Raniew,

examined foreign inveshnent in India and concluded:

Many investors would jump at the opportunity to get into
India but very few are given the chance ... So far, nothing has
succeeded in prising open the door to the Indian economy -
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not European and Arnerican corPorate muscle, not fapanese
financial leverage.39
The difficulty of the Indian market was a view shared by many
Australian companies. The 190 Senate report noted that most
submissions on trade with India laid the blame for problems with the
'Indian eonomy, Indian Government Pollcy or Indian business
practice'.'t0 India's pursuit of self-sufficiency, its closed and heavily
regulated economy, and its apparently impenetrable bureaucratic
procedures, have frightened off many investors, encouraging them to
prefer other more atbactive trading oPPortunities. At the time of the
visit of Senator John Button, Minister for Industry, to India in 1989,
certain factors were identified as Presenting rnaiJr obstacles to a more
productive commercial relationship. Thes€, from the Australian
perspective, included: the lack of a double tax beaty; controls and
regulations over imports into India, including a protracted approval
process; strict foreign exchange controls and work permits; equity
limits on foreign investment including a 40 per cent equity on joint
venture investmenf high tariffs; and the lack of understanding of each
other's technological and industrial capabilities.4l

But now, as a result of a series of bilateral agreements, and
domestic reforms in the Indian and Australian economies, these
obstacles no longer stand in the way of improving commercial links.
|ohn Bufton, in a 1994 visit to India as the leader of a business
delegation from the telecommunications industry, commentd that a
new conunercial regime in India is offering opportunities to Australian
business, opportunities which he could not have identified in 1989. In
India, he observed,'the economy is gtowing, business is booming, and
foreign inveshnent is pouring into the country'.42
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Sh

ar e d. Regi onal Co ncerns

As noted earlier, up until the early 1980s it was possible to
of a regional architecture which included both India and
Australia. But in the most recent decade the prospects have been less

conceive
certain.

By the 1990s, Senator Evans saw India - which was not a
member of the Asia Pacific Economic Cooperation forum or of the
recently created ASEAN Regional Forum - as outside Australia's
newly imagined Asia-Pacific region. [n several landmark documents
of the 1980s and 1990s, Australia's region - its area of yimary strategic
significance - was defined as Southeast Asia, the South Pacific and the
eastem Indian Oceary bounded by the'ninety east ridge' in the west.€
ln 1992, Professor Ross Garnaut - a prominent academic and key
adviser to the Hawke and Keating governments on the design of
Australia's new regional architecture - widened the boundaries
further, to include the states of Northeast Asia and Indochina, but he
noted: 'the Asia-Pacific region does not yet include India or other parts
of South Asia'.& Hence, by this stage in Australia's history, its 'region'
for the first time could be defined with considerable precision. Both
from an economic and a security perspective, 'our place in the world
and our future'- according to the foreign minister -'now coincide with
our geography'.4s

By 1994, a new distinction had entered the language of
Australia's foreign policy: Australia's region, according to a review of
Australia's strategic and defence interests, referred to the Asia-Pacific
region, which included Northeast Asia and South Asia; but the
boundaries of Australia's nearer region remained the s:une as delineated
in 1987 - 'South-East Asia, the South-West Pacific, and the nearer
reaches of the Indian Ocean'.46 Hence India's gmgraphical position as

an Indian Ocean state is perceived as not in Australia's area of
immediate strategic importance. Moreover, the overlapping
membership of the two forums, APEC and the ARB reveal that, for the
43
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first time in its history Australia's economic and shategic concerns
dovetail almost identically.
One of the reasons advanced by Gareth Evans for the difficulty
in establishing an Indian Ocean regime, of which Australia could be a
member, is its distinctive geographical features. In a 1990 speech he
highlighted the problems Australia confronted in relating to the Indian
Ocean as a region:

the Indian Ocean does not have a clear identity. There is even
room for argument about where it begins and ends ... The
South Pacific is what might be called a convex environment:
small island populations in a limitless sea. The Indian Ocean,
by contrast, is concave: defined by its littoral with very few
people in the middle.az

Interviewed in7992, a former Prime Minister, Malcolm Fraser,
argued that a key problem (from the Aushalian perspective) in the
bilateral relationship had been the uncertainty created by India's
'betwixt and between'image. This was a reference to its nonaligned
status - that it was neither of the Western alliance nor of the Soviet
bloc, neither of the Asia-Pacific nor of the Middle East, and,
importan0y, neither capitalist nor socialist.4s A former High
Commissioner to India, Graham Feakes, highlighted this point when
he comrnented that within the Departrnent of Foreign Affairs and
Trade it had been difficult to locate India within an appropriate
administrative section. ln 1994, as noted in India's Economy at the
Midnight Hour,India is feeling'uncomfortably marginalised' in the face
of the 'spectacular success of the East Asian economies'. Once a leader
of these countrie in nonaligned and G7 forums, it now has to
accommodate the fact that they have left it behind economically.4e
Hence a regional identity that includes Aushalia and India is
difficult to create. But, as noted earlier, the importance of Australia's
western Indian Ocean region was acknowledged by the Foreign
Minister, Gareth Evans, and the Trade Minister, Bob McMullan, in
August 1994. They announced a raft of new initiatives to upgrade the
contacts, pledging to'develop solid links with this other mairr region
47
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of which we are a part'.So The announcement could portend a new
regional dialogue and (perhaps) institutional forrnation between
Australia and the Indian Ocean states. Whatever else it stimulates, it
certainly indicates that the construction of 'region' for Australia is still
evolving.
Image : Reyesentation and Impressions

India formerly held certain opinions of Australia which helped
shape its postwar bilateral policy direction. It was particularly
offended by the White Australia policy and disliked Australia's links
with the United States, which it felt diminished Australia's sovereignty
and reduced Australia to satellite status. These two recurring themes
undelpinned most of India's contact with Australia until 1972, and had
considerable influence thereafter. Contemporary coverage of Australia
in the Indian press still refers to the former salience of these issues.

Mark Tully,

a

British writer, and long-time BBC India

correspondent, does not find the relative dismissal of India by Western

powers difficult to understand. Tully commented in 1991 that India
'does not count in the capitals of the West'. He accounts for the lack of
interest this way: India, he says, barely rates as a hading nation ... has
no oil to export ... has no monopoly of any other essential commodity
... has not adopted a hostile idmlogy ... [and] can threaten only its
smaller neighbours'.Sl In some ways this stands as a nice thumb.nail
sketch of some salient Western attitudes to India, at least until recently.

As well, India is seen as too difficult, and in some inchoate,
unarticulated way, as different from the rest of Asia. First, India's
apparently intractable poverty distorts its image for many Australians,
who fail to notice its other more positive and attractive features.
India's diversity is not appreciated or widely known at the popular
level in Australia. Second, India's communal disorder and perceived
lack of internal cohesion compounds the worry further, raising new
questions about India's ability to deliver its economic reforms in the
face of so much domestic discord and dissension.
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The images of India have possibly been more starkly
stereot5@ than those of other Asian countries, particularly in recent
years, which have witnessed changing representations of Southeast
and Northeast Asia in the Australian media, but not of India, which
still appears troubled with intractable poverty and domestic turmoil'
The romance of the British rai has always held a certain attraction for
Australians, who followed television shows like 'The Jewel in the
Crown' with enthusiasm. But after Indian independene fear of lndia
came to replace the nostalgia for the raj and dominate Australian
thinking. Australian author David Malouf, writing about his first visit
to India, capturd it nicely:
Like most visitors I have been inoculated against it. Not only
with the ... shots I have been advised to take ... but by all I have
heard about the place, that mixture of legend, statistics and
shocking hearsay ...

He describes a corrmon response to India as being one of fear: 'It
comes in many forms. Fear of dirt, fear of illness, fear of people; fear
of the unavoidable presence of misery'.s2
To what extent then, are these fears and images of each other
still relevant? Two feature articles published in the Hindu in 1989 are
interesting for what they reveal about Indian perceptions of Australia.
Written by journalist N. Ram, who toured Australia to research his
material, they tell how:

To an Indian, Australia presents the appearance of a vast,
sprawling, easy-going land where astonishingly few people
live. This country of 16.5 million people - multicultural,
overwhelmingly white and non-practising Christian, Englishspeaking and cricket-playing - is the only nation on earth that
is, fully, a continent.

He claimed that the view of Australia as 'an integral part of the
Western alliance led by the United States' had 'undergone a notable
change' in recent years; he also commented on the notable change to
Australia's immigration policies. Overall it was a very positive
picture.53
52
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The East Asia Analytical Unit's 1994 report on the Indian
economy noted that India still has 'an image problem for Australian
business'and that the business environment is'considered to be more
difficult' than in other Asian countries.il Yet in October 1994 the
Australian Finnncial Reuiant, in a front-page story headlined 'Lure of the
East loses out to lucre of India', claimed that'India had usurped China

as the world's hottest investment location for Australian fund
nunagers because of the possibility of spectacular instant retums'.55
Several more articles in the same vein could do much to transform the
image of 'difficult' India. But apocalyptic representations on nightly
news broadcasts of plague and deadly malarial outbreaks can also
wipe out any advances in more positive representations just as
quickly. Nevertheless the pace of economic reform in India is, it
seems, irreversible, and the impact of this alone will slowly work
towards a reduction of that particular sense of irreducible'other' which
has separated India from Australia for so long.

Conclusion: Still tsetwixt and Between'?
In October 1994 Paul Barratt, executive director of the Business
Council of Australia and former deputy secretary of the Department of
Foreign Affairs and Trade, commented that there edsted only'a small
band of true believers [about India] in 1989 and 90'.55 He confirmed

that this group has now widened considerably and that business
interest in India has undoubtedly quickened. Major companies are
sending delegations to India; visiting Indian business leaders can now
attract respectable audiences; Australian investment in India is rising,
with ioint ventures increasing from an annual average of about six in
the period 1981 to '1,991, to more than 30 in the past two years. The
number of visitors to New Delhi's Austrade office in 1992 increased by
85 per cent over the previous year.57
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But many chief executives are still not venturing

there

themselves and we are yet to see an explicit expression of interest in

India from Australia's Asia-focused prime minister. Australia's
relations with India illustrate that it is difficult to consolidate and
develop bilateral relations in the absence of a strong multilateral or
regional imperative. One of the maior impediments to closer ties has
been the lack of a shared perspective on regional and global concerns
between Australia and India. This continues to bedevil the
relationship. India's acceptance into APEC would,I believe, go a long
way towards redressing this problem. Australian govelnment leaders
have found that the APEC forum - and to a lesser extent the ARF have provided Australia with more effective entry points to the region
than promoting bilateral linkages with individual states. In a very
short period, in fact, APEC has become the defining feature of
Australia's emerging identity as a Partner in the Asia-Pacific region.
Major government speeches hence stress those states central to this
process. Because of India's absence from the new forums, it is left out
of Australia's primary strategic planning. The shift away from
bilateralist towards multilateralist strategic thinking in the last twenty
years has therefore, to some extent, left the Australia-India link out in
the cold, at least at a govemment level and in the corridors of the key
government departrnents, which have become higNy APEC-focused'
Australia's rapidly expanding ties with Indonesia provide an
interesting case in point. At one level this aPPears to be a bilaterally
driven relationship. In March 1994 the Prime Minister, Paul Keating,
described the stability and prosperity which President Suharto's
government had brought to the region as the 'single most beneficial
strategic development to have affected Australia and its region in the
past 30 years'. No country, he said, was more important to Australia
than Indonesia.s But it is not the drive for stronger bilateral or
neighbourly ties which is predominantly shaping this relationship.
Rather, Australia and Indonesia share a broader agenda of seeking to
strengthen the Asia Pacific Economic Cooperation grouping, as well as
the regional security dialogue. Keating has needed Indonesia's
support for his ambitious plan to etablish free trade in the Asia-Pacific
region by the year 2010. Both countries need each other to advance
their own national economic and defence interests in the post-Cold
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world. Hence bilatqal, regiotul, and global factors have converged
to give impetus to the growth of this now much-celebrated, but once
undeveloped and problematic, bilateral relationship.

War

Australia and India, on the other hand, have at best only ever
enjoyed strong bilatqal imperatives for closer relations. They have
been unable to develop a corrunon agenda on regional and global
concerns. In the absence of these additional aspects, the relationship
has never been able to move much beyond expressions of interest from
government leaders and interested individuals. But if Australia and
India could identify a rnaior conunon interest which would bring them
together, or about which they could confer, in regional or multilateral
forums, then there would exist, in the post{old War and tradedriven
era of the 1990s, no obvious impediments to the development of a
much stronger relationship.

A prime ministerial visit would go a long way towards
catapulting the relationship on to the front pages. It has happened
before, but the context this time would be very different. A
reaffirmation of interest from Senator Evans, with corresponding highprofile visits and an allocation of increased resources within the
departrnent, would do the same. With senior ministerial visits and
mapr conferences planned for New Delhi in 1995, the potential for
such a strengthening is shong. Importantly, the economic imperative
of India's reforming economy could create a climate extremely
conducive to enhanced bilateral links. But India's exclusion from
Australia's imagined Asia-Pacific region - demonstrated by India's
non-membership of APEC and the ASEAN Regional Forum - remains
the biggest obstacle to advancing the relationship beyond the
uncertainty which has characterised its 'betwixt and between' status to
date.

CONCLUSION
Sandy Gordon
India is now conducting a more outward and flexible foreign
policy involving a new look at the opportunities that lie to its east.
This new strategy reflects the perception in New Delhi that a new
centre of world economic activity is emerging in the Asia-Pacific.
Policy makers in New Delhi do not construe this phenomenon as one
in which the East rises and the West inevitably falls, however. Rather,
the future is seen in terms of a 'multipolar' world. As the scholars who
contribute to this volume note, such a perception of a multipolar world
means that India has to be careful not to pursue its'Look East' strategy
at the expense of its other sets of relationships, such as those with
Southwest Asian nations and the West.

How will India be placed in this new multipolar world of the
twenty-first century?
To answer that question it is necessary to have a view not only
about the relativities between the East and the West, but also about
how India is likely to be placed in its own more immediate region - the
Indian Ocean. India is, after all, essentially an Indian Ocean power.

At present, the fact of India's being a power located in the
Indian Ocean tends to remove it somewhat from global centres of
gravity. As a strategic and economic entity, the Indian Ocean is still
largely a tabula rasa. Oil and the role of the Indian Ocean in the transit
of goods between Europe and Asia are the only major factors linking it
to wider global strategy. Unlike the Asia-Pacific region, the Indian
Ocean region does not presently have the economic 'critical mass' to
constih.rte a major venue of world trade. It is also a region that is
fraught with regional tensions - tensions that in turn inhibit its
development into a dynamic centre of world politics and trade. Given
the stubbomly entrenched nature of this tension, it is likely to be many
years before the full potential of the region can be realised.
India's new-found interest in East Asia has thus become
cenhal to policy in New Delhi. East Asia is likely to become far too
important globally ever again to be shunted into one of New Delhi's
policy branchlines. Even faroff Europe is busy seeking new ties in the
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East Asian region, as evidenced by the planned Euro-Asian summit of

1996. Yet there is a powerful element of asymmetry between Indian
and East Asian perceptions of the possible Indian role in Asia. At
present, India is largely regarded in Asia a lumbering 'elephant' to
China's 'dragon'.I APEC itself is a struggling concept, riven by
tensions and potential trade wars between the United States :ind the
East Asia powers. The induction of a large player such as India could,
in these circumstances, be highly destabilising. Iapan especially is not
yet ready to commit its capital to India.
Yet a sustained economic growth rate in India of 67 per cent
or more would, over the longer term, cause most Asian nations to view
India very differently. As a big, rapidly emerging market,India would
be most unlikely to be ignored, whatever other agendas are being
played out elsewhere in Asia. South Asia itself contains almost one

quarter of global population. The struchrre of the population is
weighted in favour of young people. Per capita incomes are extremely
low, at between only about US$250 and US$350. At the same time, all
of the major economies in South Asia have recently been liberalised.
These factors together suggest that growth of consumption in South
Asia is likely to be high by world standards, provided that economic
liberalisation can be pursued in a relatively stable political
environment. Added to this, the single largest global fossil fuel energy
sourc€, Gulf oil and gas, is located virtually on the doorstep of South
Asia. The Gulf is a mere 1,000 kilometres from India and only 450
kilometres from Pakistan. Should these potential regional synergisms
ever be permitted to be realised, India could find itself at the centre of
a dynamic global centre of growth on the same general scale as that
represented by East Asia today. Such a region could not for long be
ignored by the rest of Asia.
One possibility arising out of current moves to initiate an
Indian Ocean entity is.that a slowly evolving Indian Ocean group
might take on the same hading protocols as APEC. Should this
development eventuate, it opens up the interesting possibility that
APEC and an Indian Ocean group might ultimately blend into each
other, if not in name then as trading regimes. However, this is still a
See,
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distant prospect and highly speculative, dependent on the evolution
not just of a prospective Indian Ocean entity but also of APEC itself.
What rs clear is that India has already forged new links to its
east, espec'ially into Southeast Asia. These links do not yet amount to a
groundswell of geo-economic change, but they do serve to put a nation
like Aushalia, which has traditionally had a fixed notion of 'Asia'as
extending no further west than Rangoon, on notice that 'Asia' is
essentially a fungible construct.

Australia too is hedging its bets on the future structure of
'Asia'. The Australian Foreign Minister, Senator Evans, has proposed
that Australia should be seen as part of an 'East Asian Hemisphere'.2
This ingenious formulation enables Australia to 'run with the hares of
Asia and hunt with the hounds of the West'. But it must be recognised
that if Australia can be part of an Asian hemisphere, then India, with
its longstanding historical and cultural roots into the region and its
laqge and growing critical mass contiguous to East Asia, can lay even
stronger claims. This possibility suggests that Australia needs to
develop the habit of consulting more closely with India than it has
done in the past in order to ensure that the interests of two relatively
large powers (in Southeast Asian terms) are better synchronised.

S€nator Careth Evans, 'Australia in East Asia and the Asia Pacific: Beyond the
Looking Glass', Fourteenth Asia Lecture to the Asia-Australjan Institute, Sydney,
20 March 1995.
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Since 1991, India's leaders have sought to engage in new thinking

for new times. The collapse of the Soviet Union and the Eastem bloc,
and hence of the special Soviet-lndian economic relationship'
reinforced by frustration with the disappointing peformance o[ the
Indian economy, obliged India to make a fundamental reassessment of
its economic and strategic stance. The lndian government initiated an

ambitious reform programme, designed to open up and liberalise a
highly inward-looking and regulation-bound economy. In addition,
India's long-standing orienutions, to Europe, North America, and
Russia, came under question. India decided, as part of the reformula-

tion o[ the full range of its international relations, to 'Look Easf in
order to improve and consolidate its relations with its neighbours to
the east, especially in East Asia and Southeast Asia, but also in
Australia and New Zealandand elsewhere in the broader Asia-Pacific
region.

This volume, which draws on a conference held at the Australian

National University in December 1994, presents assessments of the
various dimensions of India's new eastern orientation. To ensure
conrinued success with its Look East initiative, the editors argue, India

will need: to maintain and consolidate its economic reform programme; to get its fractious South Asia'house' in orderl to maintain
positive relations with the other powers which are either'fuian'or else
have subsrantlal fuia-PacfiC ,intere$titii:aad, to,ensure that

Pl$rna tic,,iow-key, diplomacy,

it pursues
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