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EXECUTIVE SUMMARY

In 2014, India, the world's biggest democracy, decided to turn the page on ten years of
rule by the Indian National Congress (INC) in an unprecedented electoral process that
brought 553 million people to the polls. The election gained the Hindu nationalist
Bharatiya Janata Party (BJP), an absolute majority in the lower chamber, the Lok Sabha.

With this strong mandate Prime Minister Narendra Modi set out to fulfil his electoral
promise to 'build a strong, self-reliant and self-confident India'. He has raised India's
presence in the global arena, and major powers show a renewed interest in the
country.

The new government began by improving relations with its southern Asian neighbours.
India then rebranded its 'Look East' policy towards its south-eastern partners to 'Act
East', and confirmed India's reliability as a partner for the Association of South-East
Asian Nations (ASEAN). Relations with Pakistan remain, on the contrary, antagonistic
and have a negative influence on the ongoing perspectives for the South Asia
Association for Regional Cooperation (SAARC). Nevertheless, a meeting between Prime
Ministers on the sidelines of the Shanghai Cooperation Organisation Summit in July
2015 brings hope for improvements in bilateral relations between New Delhi and
Islamabad.

Narendra Modi met US President Barack Obama twice in the space of a few months,
beginning a new era in bilateral relations with Washington that has swept away
previous diplomatic misunderstandings. Bilateral relations with Japan and Australia
maintain a positive pace.

However, this progress has not come at the detriment of relations with countries like
China and Russia. Nonetheless, India still has disputes on its borders with Beijing,
whose activism in the Indo-Pacific region and in South Asia is a source of concern.
Nevertheless, China is also a major trading partner for India, which remains interested
in Chinese investment. With regard to Russia, New Delhi did not align itself with the
Western sanctions following Moscow's annexation of Crimea in March 2014.

Indian foreign policy is no longer guided by the idealism of the early years of
independence. India is now a pragmatic state on the way to gaining global status, with
little concern for close alignment with others. Will the charismatic Narendra Modi
succeed in his bid to give new impetus to the Indian economy, to make the country a
global international hub? This too will depend on his capacity to build internal
consensus on major economic reforms.

Meanwhile EU-India relations are lagging and need a new boost. Prospects for
concluding negotiations on a Bilateral Trade and Investment Agreement (BTIA), begun
in 2007, remain unclear, as do those for an EU-India Summit.
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1. Introduction
India, the second most populous state with the seventh largest surface area, is the
biggest democracy in the world.1 Located in southern Asia, it shares almost 14 000 km
of land border – west to east – with Pakistan, China, Nepal, Bhutan, Bangladesh and
Myanmar. Its coastline runs to nearly 7 500 kilometres. This pluralistic, multi-faith,
multilingual (22 official languages), and multi-ethnic country has a federal structure
including 29 states. The Indian economy is the world's tenth largest by nominal GDP
and third-largest by purchasing power parity (PPP). Nevertheless India remains home to
around 400 million of the extreme poor, a third of the world’s total; and 37% of the
world's illiterate adults live in the country.2

India won independence from UK rule in 1947, and is a Member of the Commonwealth.
Jawaharlal Nehru became its first Prime Minister the same year, and set the direction
for an Indian foreign policy, based on non-alignment – India was a leading country
within the Non-aligned Movement (NAM). The Indians also concentrated on building
strength at home. Indian mistrust towards the West brought it closer to the USSR. The
country was long run by the Indian National Congress (INC), a secular and centre-left
party. After the Cold War, India opened up its economy, started reaching out to new
partners and creating links with its neighbourhood, with whom trade and connectivity
had been limited, and relations sometimes strained (Pakistan).

Since July 2012, India's President is Shri Pranab Mukherjee. In the last general elections
held in April-May 2014, the BJP obtained an absolute majority in the lower chamber,
the Lok Sabha.3 BJP's new Prime Minister, Narendra Modi, a man of humble origins,
was previously Chief Minister of Gujarat, a state bordering Pakistan, for almost
14 years. At that time he was considered by many as a hard-line nationalist who was
long tarnished with the charge of not having taken sufficient action against the 2002
riots that caused the death of more than a thousand people, mainly Muslims, in
Gujarat.4 This incident provoked concern in a country that hosts the second largest
Muslim community in the world.

Foreign policy in the Bharatiya Janata Party's manifesto for the 2014 elections

Among its guiding principles for foreign policy, the manifesto listed friendly relations with the
neighbourhood, though accompanied by 'strong stand and steps' if required (apparently a
warning to Pakistan). It also stresses the need for strengthening regional forums like SAARC and
ASEAN, and continuing dialogue, engagement and cooperation with global forums like BRICS,
G20, IBSA, SCO and ASEM (see list of acronyms). States are encouraged to play a greater role in
diplomacy. The manifesto support India's tendency to pursue non-alignment and strategic
autonomy in international affairs. 'Brand India' should also be revived through the five
'Ts': tradition, talent, tourism, trade and technology. India should boost its domestic arms
industry and India’s defence research and development capabilities should be improved. The
party wants to follow a 'two-pronged independent nuclear program' for civilian and military
purposes and is interested in revising and updating India’s nuclear doctrine.

1 India: the biggest democracy in the world, D'Ambrogio E., EPRS, 22 October 2014.
2 Adult and Youth Literacy. National, regional and global trends, 1985-2015, Unesco, June 2013.
3 BJP is the first party to gain an absolute majority in Lok Sabha since 1984. The INC remains the largest

party in Rajya Sabha, the upper house.
4 Gujarat riot death toll revealed, BBC, 11 May 2005.

http://www.europarl.europa.eu/RegData/etudes/ATAG/2014/538956/EPRS_ATA(2014)538956_REV1_EN.pdf
http://www.uis.unesco.org/Education/Documents/literacy-statistics-trends-1985-2015.pdf
http://news.bbc.co.uk/2/hi/south_asia/4536199.stm
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Figure 1 – Map of South Asia

Data source: United Nations.

http://www.un.org/Depts/Cartographic/map/profile/Souteast-Asia.pdf
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2. India and its biggest neighbours
India maintains complex, and often antagonistic, relations with its two biggest
neighbours, both nuclear powers with long, shared borders, the subject of long-
standing border disputes with India.

2.1. Pakistan
Though Indians and Pakistanis share cultural and linguistic ties – and a 3 200 km
border5 – Muslim Pakistan is traditionally predominantly Hindu6 India's most
antagonistic7 neighbour. Islamabad claims equal treatment as an important actor in the
region.8 The two countries began to quarrel from the moment they obtained
independence from British rule in 1947. Both nations are now nuclear powers.9

Jammu and Kashmir

Indians call their outermost north-western state – with an area comparable in size to Romania
– 'Jammu and Kashmir', thus explicitly recognising the importance of two of its three regions
(the other is Ladakh). Jammu is predominantly Hindu, while Kashmir has a large Muslim
presence, and Ladakh a Buddhist majority. Kashmir is formally part of India since 1957. The
region gained special status under Article 370 of India's Constitution, though it is included in
the temporary provisions, which allow room for revocation. Parliamentary legislation has
limited application in Kashmir: excluding defence, foreign affairs, finance and communications.
The Parliament needs State Government agreement to apply all other laws. Special provisions
prevent non-Kashmiri Indians from buying property in the region. On 5 July 1990 the Armed
Forces (Jammu and Kashmir) Special Powers Act entered into force. This legislation, according
to an Amnesty International report released on 30 June 2015, grants virtual immunity from
prosecution for alleged human rights violations to members of the Indian security force.

The last elections in Kashmir – held in five phases from 25 November to 20 December 2014 –
resulted in political deadlock. This was overcome through an agreement between the two
major parties, the (Muslim) Jammu and Kashmir People's Democratic Party (PDP) and
Narendra Modi's party, BJP. Mufti Mohammad Sayeed, PDP's leader, was sworn in as Chief
Minister on 1 March 2015. But since the creation of the new government – and despite the
perspective of a rich development package that could be approved by Modi's cabinet – several
conflicts have occurred between the two parties in power, and the coalition remains unstable.

5 Source: US Central Intelligence Agency World Factbook. The Indian Ministry of Home Affairs
(Department of Border Management) may provide different figures.

6 According to unofficial data from the 2011 religious census (official data are to be released in 2015),
Hindus represent 78.35 % of the Indian population, while Muslims have risen to 14.2%.

7 India–Pakistan; the History of Unsolved Conflicts, Mushtaq Ahmad M., IOSR Journal of Humanities
and Social Science, Volume 19, Issue 4, Ver. II (April 2014), pp 101-110.

8 To such an extent that Pakistan is explicitly against India becoming a Permanent Member of the UN
Security Council, while New Delhi's bid is widely supported by other countries. 'India doesn’t qualify
to be UNSC member: FO', Awaz.tv, 30 January 2015.

9 India carried out its first nuclear test (known as 'Smiling Buddha') in 1974. Pakistan's first nuclear test
took place in 1998, in response to an Indian test performed a few weeks previously. India has, so far
maintained a 'no-first use' nuclear doctrine, while Pakistan declared that it may use its nuclear
arsenal first in certain circumstances, including to defend against conventional attack, and even if
India tries to 'strangle it economically'. India, Pakistan and North Korea are the only countries to
conduct nuclear tests while not Party to the 1968 Treaty on the Non-proliferation of Nuclear
Weapons (NPT). On 31 December 1988, India and Pakistan signed a unique bilateral agreement
aimed at avoiding that either country attack nuclear installations or facilities belonging to the other.

http://india.gov.in/sites/upload_files/npi/files/coi_part_full.pdf
http://www.hindustantimes.com/india-news/govt-to-discuss-art-370-in-j-k-with-all-stakeholders-singh/article1-1223437.aspx
https://www.amnesty.org/en/latest/news/2015/07/india-accountability-still-missing-for-human-rights-violations-in-jammu-and-kashmir/
http://www.dnaindia.com/india/report-political-deadlock-in-jk-likely-to-end-before-delhi-assembly-polls-2056563
http://www.jkbjp.in/
http://www.thehindu.com/news/national/modis-outreach-jammu-kashmir-to-get-a-huge-development-package/article7411822.ece
http://economictimes.indiatimes.com/news/politics-and-nation/pdp-bjp-coalition-that-governs-jammu-and-kashmir-is-rocking-slowly-but-surely/articleshow/48083924.cms
https://www.cia.gov/library/publications/the-world-factbook/fields/2096.html
http://www.mha.nic.in/hindi/sites/upload_files/mhahindi/files/pdf/BM_Intro_E_.pdf
http://indianexpress.com/article/india/india-others/census-hindu-share-dips-below-80-muslim-share-grows-but-slower/
http://iosrjournals.org/iosr-jhss/papers/Vol19-issue4/Version-2/O01942101110.pdf
http://www.awaztoday.tv/News_India-doesnt-qualify-to-be-UNSC-member-FO_1_54228_Political-News.aspx
http://www.awaztoday.tv/News_India-doesnt-qualify-to-be-UNSC-member-FO_1_54228_Political-News.aspx
http://nuclearweaponarchive.org/India/IndiaSmiling.html
http://thediplomat.com/2014/04/is-india-about-to-abandon-its-no-first-use-nuclear-doctrine/
http://www.sunday-guardian.com/analysis/pak-lowers-nuclear-threshold
http://www.britannica.com/EBchecked/topic/417496/Treaty-on-the-Non-proliferation-of-Nuclear-Weapons
http://www.nti.org/treaties-and-regimes/india-pakistan-non-attack-agreement/
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2.1.1. The Kashmir issue10

The Kashmir11 issue, trigger for three of the four wars between India and Pakistan
(1947, 1965, and 1999;12 the fourth broke out in 1971, when East Pakistan seceded to
become Bangladesh), is not only the main point of contention in bilateral relations, but
also an obstacle to the development of closer ties for the whole South Asia region
(e.g. SAARC).

Figure 2 – Map of Kashmir

Data source: Library of Congress, 2003.

10 Kashmir is the main, but not the only, dispute between India and Pakistan in the Himalaya. The
deadly, and costly, Siachen Glacier border dispute, and several Indian hydro projects, including the
Wullar Barrage project/Tulbul Navigation project, also spark tensions. On the Arabian Sea, the
resource-rich Sir Creek estuary separating the Pakistan of Sind from the Indian province of Gujarat, is
another longstanding dispute. Islamabad also blames New Delhi for the destabilisation of the
Baluchistan region.

11 Kashmir profile, BBC, 26 November 2014.
12 The Indo-Pakistani 'Kargil war' of 1999 is considered the closest crisis to a nuclear war since the

1962 Cuban Missile Crisis.

http://www.loc.gov/item/2003625170/
http://www.bbc.com/news/world-asia-india-26967340
http://64.17.184.140/wp-content/uploads/2012/12/V4I2-2.pdf
http://www.gktoday.in/sir-creek-dispute/
http://www.eurasiareview.com/17062015-balochistan-a-story-of-pakistans-failures-analysis/
http://www.bbc.com/news/world-south-asia-11693674
http://www.rand.org/pubs/monograph_reports/MR1450.html
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Kashmir is divided between Indian and Pakistani territory13 along the Line of Control
(LoC) established by the 1949 ceasefire. Pakistan controls the north-west of the region
(35%), the remaining 65% being under Indian control. Frequent ceasefire violations
around the LoC occur; the most serious14 in recent times took place in October 2014.

United Nations Security Council Resolution 47 (1948) of 21 April 194815 called for a
plebiscite allowing self-determination by the people. Since January 1949, the United
Nations Military Observer Group in India and Pakistan (UNMOGIP) supervises the
ceasefire. Pakistan maintains that the UN resolution calling for a plebiscite should be
implemented.16 India, on the contrary, insists that both sides agreed to resolve the
Kashmir issue only through bilateral means, with the signature of the Simla
Agreement17 in 1972. The Indians refuse to internationalise the issue.

Narendra Modi came to power in May 2014, after serving for almost 14 years as Chief
Minister of Gujarat, a state bordering Pakistan. At that time, he was considered by
many as a hard-line nationalist repeatedly accused of having taken insufficient action
against the 2002 riots that killed18 more than a thousand people, mainly Muslims, in
Gujarat. However, when he invited Pakistani Prime Minister Nawaz Sharif to the
swearing-in ceremony in New Delhi, the initiative was lauded as a positive gesture
intended to improve bilateral relations. The two leaders agreed to hold a Foreign
Secretary-level talk on 25 August 2014 in Islamabad.

However, just one week ahead of the talks, the Pakistani High Commissioner19 in India,
Abdul Basit met Kashmiri separatist leaders at the Pakistani High Commission in
New Delhi. The Indian Government thus cancelled the scheduled talks. When, in
October 2014, the ceasefire in Kashmir was again violated, Prime Minister Modi gave
the Indian Army and Border Security Force complete freedom to react. Their return fire
was said to be unusually tough.20

2.1.2. India and Pakistan in Afghanistan: the next big thing?
As NATO troops will leave21 Afghanistan by the end of 2016,22 the country presents a
possible scenario for a future new Indo-Pakistani proxy conflict, with the potential to
overshadow the Kashmir issue.

13 China has also occupied part of the region, the Aksai Chin. China retained this territory following the
Indo-Chinese war of 1962. In 1963, Pakistan gave the Trans-Karakoram Tract of Kashmir to China.

14 At Least Nine Killed, 50 Injured In Cross-Border Clashes Between India And Pakistan In Kashmir,
Pandey A., International Business Times, 6 October 2014.

15 The Resolution was adopted under Chapter VI of the UN Charter: 'Pacific Settlement of Disputes', and
therefore is not legally binding, as per Resolutions adopted under Chapter VII.

16 The implementation of the UN Resolution would imply that Pakistan first 'secure the withdrawal from
the State of Jammu and Kashmir of tribesmen and Pakistani nationals not normally resident therein
who have entered the State for the purpose of fighting'. This action was never taken.

17 Simla Agreement of 2 July 1972, Indian Ministry of External Affairs.
18 Gujarat riot death toll revealed, BBC, 11 May 2005.
19 'High Commissioner' is the title historically used in the Commonwealth countries for Ambassadors to

other Commonwealth states.
20 Islamabad shocked as Indian Army launches 'massive' retaliation to border firing... and confident PM

Modi promises 'everything will be all right soon', Bhalla A., Datt G., Daily Mail, 9 October 2014.
21 NATO's International Security Assistance Force (ISAF) mission completed at the end of 2014. Training,

advice and assistance for the Afghan security forces and institutions continues through a new
smaller-scale NATO action called Resolute Support Mission (RSM).

http://www.dnaindia.com/india/report-india-accuses-china-of-occupying-aksai-chin-illegally-2036959
http://www.ibtimes.com/least-nine-killed-50-injured-cross-border-clashes-between-india-pakistan-kashmir-1699673
http://www.un.org/en/ga/search/view_doc.asp?symbol=S/RES/47(1948)
http://www.unrol.org/files/UNcharter.pdf
http://glossary.usip.org/resource/chapters-6-and-7
http://mea.gov.in/in-focus-article.htm?19005/Simla+Agreement+July+2+1972
http://news.bbc.co.uk/2/hi/south_asia/4536199.stm
http://web.archive.org/web/20080518172615/http:/www.psa.ac.uk/publications/psd/1998/lloyd1.htm
http://www.dailymail.co.uk/indiahome/indianews/article-2785698/Islamabad-shocked-Indian-Army-launches-massive-retaliation-border-firing-confident-PM-Modi-promises-right-soon.html
http://www.dailymail.co.uk/indiahome/indianews/article-2785698/Islamabad-shocked-Indian-Army-launches-massive-retaliation-border-firing-confident-PM-Modi-promises-right-soon.html
http://www.nato.int/cps/en/natohq/topics_113694.htm
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Pakistan is the major force behind the current Afghan Taliban-dominated insurgency.
Islamabad tried to promote the emergence of a friendly Afghan government, in which
the Taliban could participate. New Delhi preferred to prevent a Taliban return to
power, but its margin for manoeuvre in the country may diminish with the departure of
NATO troops, whilst the new National Unity Afghan Government may face severe
economic and security constraints.

Economic and geostrategic issues motivate India to prevent Afghanistan23 becoming a
failed state, as this would create ideal conditions for growing terrorist groups which
target Indian interests.24 For this reason, India made its largest ever donation to a
foreign country – US$2 billion – and is training Afghan security forces ahead of NATO
troop withdrawal. Pakistan finds this move uncomfortable, although India is not
technically maintaining armed forces in Afghanistan.

2.1.3. Most favoured nation (MFN)
India and Pakistan have no formal bilateral trade agreement. India granted MFN status
to Pakistan in 1996. A roadmap set up in September 2012 between Secretaries for
Commerce implied Pakistan reciprocate in December 2012, but this has not happened.

The issue has such political and economic implications for Pakistan that its government
prefers to name it Non-Discriminatory Market Access (NDMA). In 2014, Islamabad
seemed close to granting MFN status to India, but later refused on the grounds that
concessions25 from New Delhi on tariffs were necessary to compensate the imbalance
in trade which favours India.

2.1.4. Is Pakistan a priority on Modi's agenda?
Narendra Modi's agenda appears centred on growth,26 and in this sense the weak
Pakistani economy is far from being an attractive market. Prime Minister Modi has
made it understood that a deal with Pakistan is desirable, but not essential. Yet his
ambitious programme of economic reform needs the government to address terrorist
alarms, a threat always likely to come from India's most difficult neighbour's ambiguous
relations27 with extremist groups.28 In November 2008, Pakistan-based militants carried
out a coordinated series of attacks in Mumbai (popularly referred to as 26/11), India’s
commercial capital and most populous city, killing more than 160 people,29 bringing the
Composite Dialogue Process30 between the two countries to a standstill. The shocking

22 Exclusive: US to leave more troops in Afghanistan than first planned – sources, Donati J., Reuters,
25 November 2014.

23 In order to bypass Pakistan and to ensure goods arrive in Afghanistan, India is financing Iran’s
Chabahar port. India’s Afghan Power Play, Via Iran, The Diplomat, 4 April 2013.

24 The Indian Consulate in Herat province, Western Afghanistan, was attacked on 23 May 2014, three
days before the swearing-in ceremony of Narendra Modi. Just a few days before the attack, a jihadi
group released a video, calling on key fundamental Islamic leaders to strike Indian targets worldwide.

25 No MFN to India without measures: Pak envoy, Business Standard, 3 February 2015.
26 'Make in India' for more 'made in India', D'Ambrogio E., EPRS, January 2015.
27 Is Pakistan Really Cracking Down on Terrorism?, Schneiderman R. M., Newsweek, 31 January 2015.
28 Pakistan ranks third in the 2014 Global Terrorism Index (GTI), just after Iraq and Afghanistan.
29 At Least 100 Dead in India Terror Attacks, Sengupta S., The New York Times, 26 November 2008. (A

delegation of the EP's INTA Committee had been staying in the Taj Mahal Hotel, one of the terrorists'
targets, at the time.)

30 The Composite Dialogue between India and Pakistan: Structure, Process and Agency, Padder S.,
Working Paper No 65, South Asia Institute, Department of Political Science, Heidelberg University,
February 2012.

http://www.reuters.com/article/2014/11/25/us-afghanistan-usa-idUSKCN0J91BG20141125
http://thediplomat.com/2013/04/indias-afghan-power-play-via-iran/
http://www.bbc.com/news/world-asia-27533268
http://www.business-standard.com/article/news-ani/jihad-group-calls-for-attack-of-indian-targets-worldwide-114052000462_1.html
http://www.business-standard.com/article/economy-policy/no-mfn-to-india-without-measures-pak-envoy-115020201451_1.html
http://www.europarl.europa.eu/RegData/etudes/ATAG/2015/545728/EPRS_ATA(2015)545728_REV1_EN.pdf
http://www.newsweek.com/pakistan-taliban-school-shooting-303358
http://www.visionofhumanity.org/sites/default/files/Global Terrorism Index Report 2014_0.pdf
http://www.nytimes.com/2008/11/27/world/asia/27mumbai.html?pagewanted=all&_r=1&
http://archiv.ub.uni-heidelberg.de/volltextserver/13143/1/Heidelberg_Papers_65_Padder.pdf
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tragedy of the 16 December 2014 massacre by Taliban31 militants of 141 people – of
which 132 were children – at an army-run school in Peshawar, might have provided a
catalyst for scaling-down Pakistani relations with terrorists.32 Pakistani Prime Minister,
Nawaz Sharif vowed to end involvement in terrorism through a National Action Plan
against Terrorism,33 presented on 25 December 2014. However, despite mass arrests,
some analysts argue34 that nothing has changed, and that terrorism originating on
Pakistani soil remains a core concern for India.

The main problem for every Indian government dealing with Pakistan is the lack of a
unified Pakistani centre of power, and the difficult civilian-military relationship within
Pakistan. Every time Islamabad expresses an intention to improve bilateral relations,
Rawalpindi35 strives to stop it and to reaffirm its control36 over the country's foreign
policy. Inter-Services Intelligence (ISI) also plays a decisive role in hampering
improvement of Pakistan-India relations, which are further opposed by non-state
actors, such as religious hard-liners and other extremist forces.

2.1.5. SCO, an opportunity to improve the relations
On 10 July 2015, the Prime Ministers of India and Pakistan met on the sidelines of the
Shanghai Cooperation Organisation Summit in Ufa (Russia). This was the first structured
meeting since May 2014. They agreed on a set of five steps: a meeting in New Delhi
between the two NSAs (National Security Advisors) to discuss all issues connected to
terrorism; early meetings of India's Director-General of Border Security Force and the
Director-General of Pakistan's Rangers followed by that of Directors-General for
Military Operations; the release of fishermen in each other’s custody; a mechanism for
facilitating religious tourism; the discussion on ways and means to expedite the
Mumbai case trial, including additional information such as providing voice samples.
Narendra Modi is travelling to Islamabad in 2016, to participate in the SAARC summit: it
will be his first visit to Pakistan.

The Statement37 by Foreign Secretaries does not make any mention of the Kashmir
issue,38 nor make reference to possible meetings on issues such as trade, energy or
health and education: it focuses rather on security and terrorism. However it is a
positive and long awaited move in the Indo-Pakistani relations.

31 Malala Yousafzai, Sakharov Prize winner in 2013 and Nobel Peace Prize winner in 2014, was also a
victim of a Taliban attack in 2012.

32 In 2009, former Pakistani President Asif Zardari admitted that his country created terrorist groups to
help achieve its foreign policy goals. Pakistan was, and is, home to top-level terrorists, including
Osama Bin Laden, killed by US forces in May 2011 in a compound in Abbottabad, 110 km north of
Islamabad. Former ISI chief, Ahmed Shuja Pasha, was allegedly aware of Bin Laden's whereabouts.

33 The plan includes lifting the moratorium on the death penalty and setting-up special military courts
for two years. The latter required that the Pakistani Parliament amend the Constitution and the Army
Bill on 6 January 2015. Pakistan announces a national plan to fight terrorism, says terrorists’ days are
numbered, Kaphle A., The Washington Post, 24 December 2014.

34 Is Pakistan Really Cracking Down on Terrorism? op. cit.
35 Rawalpindi, a city located a few kilometres from the capital, Islamabad, is home to the Army

Headquarters.
36 Interview: Seema Sirohi, Akbar Notezai M., The Diplomat, 16 January 2015.
37 Statement read out by Foreign Secretaries of India and Pakistan in Ufa, Russia (10 July 2015).
38 This is the reason why Sartaj Aziz, Pakistani NSA, stated that no dialogue process with India could

exclude the Kashmir issue. He is expected to hand over a dossier on alleged Indian interference and
support to groups such as Baloch separatists when meeting his counterpart in New Delhi.

http://www.europarl.europa.eu/news/en/news-room/content/20131009IPR21810/html/Malala-Yousafzai-winner-of-the-Sakharov-Prize-2013
http://www.nobelprize.org/nobel_prizes/peace/laureates/2014/press.html
http://www.telegraph.co.uk/news/worldnews/asia/pakistan/5779916/Pakistani-president-Asif-Zardari-admits-creating-terrorist-groups.html
http://www.nytimes.com/2014/03/23/magazine/what-pakistan-knew-about-bin-laden.html?_r=0
http://www.dawn.com/news/1155271
http://www.washingtonpost.com/blogs/worldviews/wp/2014/12/24/pakistan-announces-a-national-plan-to-fight-terrorism-says-terrorists-days-are-numbered/
http://www.washingtonpost.com/blogs/worldviews/wp/2014/12/24/pakistan-announces-a-national-plan-to-fight-terrorism-says-terrorists-days-are-numbered/
http://www.newsweek.com/pakistan-taliban-school-shooting-303358
http://thediplomat.com/2015/01/interview-seema-sirohi/
http://mea.gov.in/media-briefings.htm?dtl/25452
http://articles.economictimes.indiatimes.com/2015-07-14/news/64405985_1_pakistani-army-shanghai-cooperation-organisation-dossier
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2.2. China
2.2.1. Disputes on borders versus economic cooperation
India and China share a 2 600 km border, the source of several disputes39 and even a
short war40 in 1962. Since China ended Tibet's41 autonomy in 1959, India has sheltered
the exiled Dalai Lama, and this issue is a longstanding cause of bilateral tension.42 The
two Asian giants compete in terms of supremacy in southern Asia – a region that India
considers its exclusive sphere of influence, but where the Chinese are increasing
diplomatic and economic efforts.

Political differences between India and China have not, however, held economic
cooperation hostage:43 China is India's second largest trading partner (though bilateral
trade fell in 2012 and 2013), after the EU. Additionally, the two countries may find
mutual benefits in widening their economic cooperation. India is interested in Chinese
technical support in infrastructure development, coupled with more investment;
New Delhi is a founding member of the Chinese-backed Asian Infrastructure
Investment Bank (AIIB44). China, for its part, needs new infrastructure markets for its
over-sized capital goods manufacturers. India's cumulative trade deficit45 with China
2007 to 2013 amounts to US$169 billion.

2.2.2. Two promising meetings between the two leaders...
The first senior foreign visitor Prime Minister Modi received in New Delhi was Chinese
Foreign Minister Wang Yi,46 early in June 2014. This first contact was followed by
President Xi Jinping's47 visit in September 2014, a month of intensive bilateral
diplomatic activity for Narendra Modi.48 The Indian Prime Minister – who had already
travelled several times to China as Gujarati Chief Minister – received President Xi in
Ahmedabad (Gujarat), before continuing the meetings in New Delhi. The visit was

39 India and China share two major territorial disputes along their Himalayan border — one, Aksai Chin,
is administered by Beijing, and the other, Arunachal Pradesh, is administered by New Delhi. When, on
20 February 2015 Prime Minister Modi visited Arunachal Pradesh to inaugurate the opening of a train
line and power station, China lodged an official protest.

40 What India Gets Wrong About China, Pillamarri A., The Diplomat, 7 June 2014.
41 The Chinese dam on the Brahmaputra river (Yarlung Tsangpo to the Chinese) in Tibet also raises

concern in India, as both countries engage in a race to exploit the river's power potential – an effort
that led the Indian Prime Minister to break his electoral promises in Arunachal Pradesh. Dams
provide precious energy for growth, but may also threaten the livelihood of millions of people living
near the Brahmaputra, and its ecological environment. That is why some warn about the possibility of
future 'water wars'. Water Wars: China, India and the Great Dam Rush, Ramachandran S., The
Diplomat, 3 April 2015.

42 'Tibet's Problem is India's Problem', Says Dalai Lama As PM Modi Meets President Xi, Gupta S., NDTV,
18 September 2014.

43 Whilst this is the case in Indo-Pakistani relations.
44 India is the second largest shareholder within AIIB, with a stake of 8.52% and voting share of 7.5%.
45 Narendra Modi and Xi Jinping: Building a Closer Developmental Partnership, Kondapalli S., IPCS,

22 September 2014.
46 Chinese Foreign Minister Makes Inroads With Modi Government, Panda A., The Diplomat,

10 June 2014.
47 Narendra Modi and Xi Jinping had already met in mid-July in Fortaleza (Brazil) in the wake of the

BRICS Summit.
48 Prime Minister Modi visited Japan from 30 August to 3 September 2014. He received

President Xi Jinping during his three-day visit to India from 17 to 19 September 2014. Modi visited the
USA from 26 to 30 September 2014.

http://thediplomat.com/2014/06/what-india-gets-wrong-about-china/
http://www.dnaindia.com/money/report-what-chinese-dam-on-brahmaputra-means-to-india-2038737
http://www.bbc.com/news/world-asia-india-26663820
http://www.thethirdpole.net/india-gives-green-light-to-build-countrys-largest-dam/
http://thediplomat.com/2015/04/water-wars-china-india-and-the-great-dam-rush/
http://www.ndtv.com/india-news/tibets-problem-is-indias-problem-says-dalai-lama-as-pm-modi-meets-president-xi-667839
http://www.thehindu.com/news/national/india-signs-articles-that-determine-each-countrys-share-in-asian-infrastructure-investment-bank/article7368050.ece
http://www.ipcs.org/article/china/narendra-modi-and-xi-jinping-building-a-closer-developmental-partnership-4669.html
http://thediplomat.com/2014/06/chinese-foreign-minister-makes-inroads-with-modi-government/
http://indiatoday.intoday.in/story/narendra-modi-meets-chinese-president-xi-jinping-brics-summit/1/372451.html
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preceded by a statement by China’s Consul-General in Mumbai promising
US$100 billion49 in investment over the following five years. However the Chinese
delegation signed engagements amounting to only US$20 billion: 12 agreements50

including infrastructure projects (like high-speed trains) and two dedicated Chinese
industrial parks (one in Gujarat and one in Maharashtra). The two leaders also
announced bilateral cooperation in civil nuclear energy and discussed climate change
issues.51

New Delhi is pleased with Beijing's changed perception52 of India, and the role that the
Chinese now recognise India plays in issues like Afghanistan and counter-terrorism. As a
consequence, India was invited to join the Shanghai Cooperation Organisation (SCO),
and Modi was invited to the Asia-Pacific Economic Cooperation Leaders' Meeting
(AELM) in Beijing. India had previously applied for membership of the Asia Economic
Pacific Cooperation (APEC), but China had opposed the application.53

Prime Minister Modi visited China on 14-16 May 2015.54 He was the only foreign leader
ever welcomed by Xi in his hometown  Xi'an. The visit continued in Beijing, where the
two leaders discussed border disputes and bolstering the commercial relationship. The
borders issue did not advance much, but the parties found convergences on other
subjects, including climate change,55 as China and India, emerging economies, the
world's No 1 and No 3 greenhouse-gas emitters, asked the wealthy countries to step up
efforts to reduce global carbon emissions and to provide finance, technology and other
necessary support to emerging countries to help reduce their own emissions. Twenty-
two bilateral agreements were signed.56 In Shanghai, Modi promoted the 'Make in
India' initiative in order to attract Chinese companies planning to relocate outside
China.

49 This statement appeared to some observers to be an attempt to overshadow the US$35 billion
engagement in infrastructure made by Japanese Prime Minister Shinzo Abe when meeting
Narendra Modi in Japan two weeks previously. Other observers argued that China decided to
downsize its scale of investment once it was clear that New Delhi would not support Chinese
investment in the DMIC corridor. At present total Chinese investment in India largely exceeds
Japanese (US$300 billion versus US$12.66 billion).

50 List of Documents signed during the State Visit of Chinese President Xi Jinping to India.
51 'Building a Closer Developmental Partnership' was the title of the joint statement, which also

mentioned the will to seek a solution on the border issues. However, during the meetings, following a
Chinese intrusion into Indian territory, a confrontation occurred between Indian and Chinese soldiers
on disputed border area – raising questions about civil-military coordination in China. A couple of
weeks later, both sides withdrew their troops and ended the stand-off.

52 China’s Shifting Perceptions of India: The Context of Xi Jinping’s Visit to India, Ho S., Asia Pacific
Bulletin, 2 October 2014.

53 While September 2014 was a month of bilateral meetings for Prime Minister Modi, November was
dedicated to multilateral fora and he was unable to attend the Asia-Pacific Economic Cooperation
meeting.

54 Modi’s trip to China was part of a broader East Asian tour, including Mongolia (first Indian Prime
Minister doing so) and South Korea.

55 Joint Statement on Climate Change between the Government of the People's Republic of China and
the Government of the Republic of India, Beijing, 15, May 2015.

56 List of agreements signed between India and China during Prime Minister Shri. Narendra Modi's visit
on 15 May 2015.

http://www.makeinindia.com/live-projects-industrial-corridor/
http://www.rediff.com/news/column/dawn-of-a-new-era-in-india-japan-relations/20140901.htm
http://www.narendramodi.in/list-of-documents-signed-during-the-state-visit-of-chinese-president-xi-jinping-to-india/
http://www.mea.gov.in/bilateral-documents.htm?dtl/24022/Joint+Statement+between+the+Republic+of+India+and+the+Peoples+Republic+of+China+on+Building+a+Closer+Developmental+Partnership
http://timesofindia.indiatimes.com/india/Ahead-of-Chinese-presidents-visit-confrontations-along-border-in-Ladakh/articleshow/42554530.cms
http://thediplomat.com/2014/10/china-india-end-military-stand-off-along-disputed-border/
http://www.eastwestcenter.org/sites/default/files/private/apb279.pdf
http://thediplomat.com/2014/11/a-multilateral-test-for-modi/
http://en.ccchina.gov.cn/archiver/ccchinaen/UpFile/Files/Default/20150518100423412162.pdf
http://www.indianembassy.org.cn/newsDetails.aspx?NewsId=613
http://www.indianembassy.org.cn/newsDetails.aspx?NewsId=613
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2.2.3. ...but competition remains
India is concerned that China’s rising profile57 in southern Asia might overshadow
New Delhi. The Chinese maintain a longstanding relationship58 with Pakistan59 – a
source of tension between India and China, due to the former's traditional rivalry with
Islamabad. However, in recent years China has multiplied ties with India's
neighbours,6061 while the 'New Silk Road Economic Belt' project, launched by China,
increases Indian reservations and fears that it is a tool for Chinese regional hegemony.

China also launched the 'Maritime Silk Road', which features the Indian port of Kolkata
as crucial to maritime traffic between East and West. It also financed the construction
of civilian port infrastructure in the Indian Ocean.62 The Chinese have considerably
increased their military presence in the Indian Ocean in recent years,63 in a bid to
secure sea routes vital to China's economic development: 80% of China’s crude oil
imports travel through the Indian Ocean.64

Against this backdrop, India started to develop more proactive (and generous65)
stances in the region. Prime Minister Modi has raised neighbourhood relations to
priority level since the beginning of his mandate. During the SAARC summit in
Kathmandu in late November 2014, India opposed China's proposed membership.66

Chinese military activity67 in the Indian Ocean challenges India's traditional position as
primary guarantor of security in the region. New Delhi has thus developed an ambitious
naval modernisation programme.68 India's planned Project Mausam,69 which is due to
provide the Indian answer to the 'Maritime Silk Road', is intended to reaffirm its
primacy in the Indian Ocean.

57 India and China Slug It Out in South Asia, Pant H. V., The Diplomat, 11 December 2014.
58 The Sino-Pakistani axis: Asia's 'little understood' relationship, Interview with Small A., by

Dominguez G., Deutsche Welle, 15 January 2015.
59 The Chinese reportedly supported the Pakistani nuclear weapons programme, and are the main

provider of arms to Pakistan.
60 China in Nepal: Increasing Connectivity Via Railways, Jaiswal P., IPCS, 6 October 2014.
61 Three-quarters of China’s arms exports are sold to three of India’s neighbours: Bangladesh, Myanmar

and Pakistan. Modi’s Foreign Policy Mantra: geoeconomics, regional hegemony, global aspirations,
Khandekar G., Agora Asia-Europe no 17, FRIDE, November 2014.

62 Including the ports of Colombo and Hambantota in Sri Lanka, and Gwadar in Pakistan. However, the
new leadership in Sri Lanka may jeopardise China's ambitious plans for Colombo's port.

63 The Small Islands Holding the Key to the Indian Ocean, Baruah, D. M., The Diplomat,
24 February 2015.

64 China has great economical and strategic stakes in the piracy-threatened Strait of Malacca, however
it can exert little influence in this area: this vulnerable situation has been called the 'Malacca
dilemma'.

65 From Nepal to Vietnam: PM Modi is raining money on India's neighbours to counter China, Sharma
R., Firstpost, 26 June 2015.

66 China Makes Inroads Into India's Backyard, Tiezzi S., The Diplomat, 27 November 2014.
67 For instance, India is alarmed by Chinese submarine presence in Sri Lankan ports.
68 Rattled by Chinese submarines, India joins other nations in rebuilding fleet, Miglani S., Wilkes T.,

Reuters, 2 December 2014.
69 Project Mausam: India's Answer to China's 'Maritime Silk Road', Pillamarri A., The Diplomat,

18 September 2014. The project has a three-strand approach: deepening cultural bonding; ensuring
maritime security; broadening economic connectivity with countries in the Indian Ocean region.

http://thediplomat.com/2014/12/india-and-china-slug-it-out-in-south-asia/
http://www.dw.de/the-sino-pakistani-axis-asias-little-understood-relationship/a-18194448
http://origin.www.uscc.gov/sites/default/files/Research/Staff Report_China-India Relations--Tensions Persist Despite Growing Cooperation_12 22 2014.pdf
http://www.ipcs.org/article/south-asia/china-in-nepal-increasing-connectivity-via-railways-4684.html
http://fride.org/download/PB_17_Modi_Foreign_Policy.pdf
http://www.the-american-interest.com/2015/01/22/india-acts-east/
http://thediplomat.com/2015/02/the-small-islands-holding-the-key-to-the-indian-ocean/
http://ics.um.edu.my/images/ics/IJCSV1N1/chen.pdf
http://ics.um.edu.my/images/ics/IJCSV1N1/chen.pdf
http://www.firstpost.com/world/from-nepal-to-vietnam-pm-modi-is-pouring-money-on-indias-neighbours-to-counter-china-2313342.html
http://thediplomat.com/2014/11/china-makes-inroads-into-indias-backyard/
http://www.reuters.com/article/2014/12/02/us-india-china-navy-idUSKCN0JG2GM20141202
http://thediplomat.com/2014/09/project-mausam-indias-answer-to-chinas-maritime-silk-road/
http://www.mapsofindia.com/my-india/politics/india-gives-shape-to-mausam
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India enjoys excellent relations with Japan, and supports navigational freedom in both
the South and East China Seas, in the face of disputes between coastal states, that
mostly involve China. The Indians have also purchased a number of oil blocks from
Vietnam – considered an essential partner70 – in disputed waters, and recently
advanced a US$100 million credit line to Vietnam for defence procurement, military
training and four patrol boats, in the frame of its 'Look East' policy.

3. India's Himalayan partners
The importance India attaches to its neighbourhood was expressed in the Indian
President's speech to the Indian Parliament outlining the government's agenda,71 as
well as via the invitation to all neighbouring leaders to Modi's swearing-in ceremony,
official visits to some of them, and the impetus to join SAARC. Nepal and Bhutan do not
have the same territorial size,72 but share the condition of being landlocked and
bordering India and China.

3.1. Nepal
India and Nepal have strong longstanding relations.73 Nepal is surrounded by Indian
territory on three sides and has a 1 580 kilometre open border with India. India
accounts for 65% of Nepalese trade, and India holds 46% of foreign direct investment
(FDI). One quarter of the tourists visiting Nepal come from India.

Prime Minister Modi visited Kathmandu early in August 2014, the first visit by an Indian
Prime Minister in 17 years. He announced the US$1 billion line of credit to Nepal to
support infrastructure projects74 to an enthusiastic Parliament. During the visit, Prime
Minister Modi and the Nepalese Prime Minister, Sushil Koirala reached a decision on a
power trade agreement75 that will allow India easier access to Nepal's untapped
hydropower resource potential, crucial to boosting both countries' economic growth.

Narendra Modi paid a second visit to Nepal late in November 2014, in the wake of the
18th SAARC Summit in Kathmandu and signed further agreements.76 The attention paid
by the Indian Government to Nepal is also a response to growing Chinese influence in
the country. China is planning a railway that will link Tibet to the Nepalese border.
Beijing is already funding Nepal's security sector, as the Chinese are worried about the
possible pro-Tibet activities of the 20 000 Tibetan refugees living in Nepal.

70 India and Vietnam Advance Their Strategic Partnership, Thayer C., The Diplomat, 11 December 2014.
71 Points 44, 45 and 46 of President Pranab Mukherjee's speech addressing a joint sitting of Parliament,

laying the roadmap for the new government headed by Narendra Modi, on 9 June 2014.
72 The Republic of Nepal has a surface bigger than Greece and is almost four times the size of the

Kingdom of Bhutan (whose scale is similar to Switzerland). The difference is more evident in terms of
population (30 million Nepalese versus 750 000 Bhutanese). The two countries are divided by India's
Sikkim region.

73 Narendra Modi and the Nepal-India Relationship, Interview with Dhakal, K. P., by Pokharel K., The
Wall Street Journal, 18 November 2014.

74 Narendra Modi also proposed the 'H.I.T.' formula for Nepal's development: Highways (H),
Information infrastructure (I) and Transmission lines (T).

75 The agreement was signed in October 2014.
76 India, Nepal ink 9 deals; Modi inaugurates bus service, gifts helicopter, The Times of India,

25 November 2014.

http://thediplomat.com/2014/12/india-and-vietnam-advance-their-strategic-partnership/
http://www.ndtv.com/india-news/address-by-the-president-of-india-to-the-joint-sitting-of-parliament-full-text-576632
http://blogs.wsj.com/indiarealtime/2014/11/18/narendra-modi-and-the-nepal-india-relationship/
http://www.moen.gov.np/pdf_files/PTA-English-21-Oct-2014.pdf
http://timesofindia.indiatimes.com/india/India-Nepal-ink-9-deals-Modi-inaugurates-bus-service-gifts-helicopter/articleshow/45274649.cms
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India pledged US$1 billion for reconstruction in Nepal following April and May 2015
earthquakes. New Delhi is also currently meeting several Nepalese political leaders in
order to ensure that Indian concerns will be reflected in the Constitution that parties in
Kathmandu have been discussing since 2008.77

3.2. Bhutan
Narendra Modi chose Bhutan for his first foreign visit as Prime Minister, in mid-
June 2014. Bhutanese Prime Minister, Tshering Tobgay returned78 the visit in
January 2015. India and Bhutan enjoy excellent relations79 since 1949, when they
signed a Treaty of Friendship (renewed in 2007, removing the provision allowing India
to lead Bhutan’s foreign relations). Nevertheless, India considers that Bhutan's foreign
policy should align with New Delhi's. This is the reason India suddenly announced the
withdrawal of its fuel subsidies, in the middle of the 2013 Bhutanese election
campaign. The move – which overturned the outcome of the elections' first round –
was considered by observers as a 'reprisal' against steps taken by the Bhutanese
Government to resolve its border issue with China, the solution of which also affects
India.80

Bhutan is completely dependent on India for trade: India accounts for 98% of its
exports and 90% of its imports. India provides military training to the Bhutanese army,
and in the absence of a Bhutani air force, the country relies on the Indian Air Force.
Bilateral relations are dominated by hydropower cooperation, to such an extent that
commentators talk about 'hydropower diplomacy':81 India helped develop Bhutan’s
power projects – energy is Bhutan’s top export item and India is the only buyer.

4. The neighbourhood – from 'Look East' to 'Act East'
The 'Look East' policy was first formulated in the early 1990s, to establish closer ties
and greater integration with east Asian economies, on top of the traditional goal of
self-reliant economic development. The move was also conceived with the idea of
reinforcing India's status as a regional power in an area where Chinese influence
dominates. Sectorial initiatives,82 like the Bay of Bengal Initiative for Multi-Sectoral
Technical and Economic Cooperation (BIMSTEC), the Mekong-Ganga Cooperation
(MGC) and the South Asia Sub-regional Economic Cooperation (SASEC) programme

77 Nepal's political parties and the difficult road towards a new Constitution, D'Ambrogio E., EPRS,
28 November 2014.

78 Bhutan and India Reinforce Ties, Pillamarri A., The Diplomat, 16 January 2015.
79 There is no resentment in Bhutan towards India, while this is sometimes the case in Nepal, and this

explains why the latter partially accepts Chinese influence in the country.
80 As Bhutan is culturally very close to Tibet, its relations with China cooled since Tibet’s annexation in

the 1950s, and they have no formal diplomatic relations – a unique case in South Asia for China. Since
1986, Bhutan and China have been engaged in talks on their borders. In June 2012, a meeting
between former Bhutanese Prime Minister Jigme Thinley and former Chinese Premier Wen Jiabao
took place on the sidelines of the Rio+20 UN conference on Sustainable Development, launching a
new set of talks on border issues. The move provoked alarm on the Indian side, and it is not by
chance that Narendra Modi's visit took place one month ahead of the 22nd round of Bhutan-Chinese
talks.

81 India-Bhutan: hydropower diplomacy, Bhandari A., Gateway House, 13 June 2014.
82 These initiatives – BIMSTEC, MGC, SASEC, BCIM-EC – have been forged as an alternative to SAARC,

which was not making much headway due to difficult India-Pakistan relations.

http://www.europarl.europa.eu/RegData/etudes/ATAG/2014/542165/EPRS_ATA(2014)542165_REV1_EN.pdf
http://thediplomat.com/2015/01/bhutan-and-india-reinforce-ties/
http://www.rediff.com/news/report/india-worried-as-china-bhutan-begin-border-talks/20140730.htm
http://timesofindia.indiatimes.com/india/Chinas-coziness-with-Bhutan-rings-security-alarm-for-India/articleshow/14361713.cms
http://www.gatewayhouse.in/hydropower-diplomacy/
http://www.bimstec.org/
http://mea.gov.in/aseanindia/about-mgc.htm
http://sasec.asia/
http://thediplomat.com/2015/01/bcim-can-india-be-a-driving-force/
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were also established, while the Bangladesh-China-India-Myanmar Economic
Cooperation (BCIM-EC) Corridor is still at the study stage (see box below). India is
growing increasingly involved in south-east Asian maritime security, and its
geographical focus has also been broadened. While at the start this policy embraced
ASEAN countries, it now includes Bangladesh and the entire Asia-Pacific, including
countries like Japan and Australia.83

During her visit to Vietnam – a 'pillar' country in the East Asia policy dimension – in
August 2014, Indian External Affairs Minister Sushma Swaraj announced that India had
turned from 'Look East' to 'Act East'. The policy now incorporates greater action and
dynamism and its rebranding seeks to underline India's goal of a greater role in the
region, as reiterated in Prime Minister Modi's speech at the 12th ASEAN summit in
Myanmar's capital Nay Pyi Taw, in November 2014. Some observers argue84 that the
January 2015 change in Presidency in Sri Lanka's is an outcome of India's 'Act East'
policy.

4.1. Sri Lanka
Only 50 km of sea separate85 the Indian subcontinent from Sri Lanka. Its position
therefore makes it strategic to India. The two countries have cultural and religious ties
dating back centuries. India is Sri Lanka's only neighbour. However bilateral relations
stagnated in the past, due to 26 years of war between the northern separatist Tamil
rebels and the army – the latter allegedly violating human rights86 – and also to
Beijing's growing influence. Not only have Chinese investments largely overtaken
India's on the island (the development of the ports of Colombo and Hambantota,87

related to the Maritime Silk Road), but Sri Lanka's army is largely dependent on
Chinese-supplied equipment.88

Despite Tamil Nadu objections – which previously dictated New Delhi's policy towards
Colombo89 – Modi invited Sri Lankan President, Mahinda Rajapaksa to his swearing-in
ceremony in May 2014. However, without informing India, in September 2014, a
Chinese navy ship docked at Colombo's port, followed by a Chinese submarine in

83 India, Japan and Australia are also starting trilateral cooperation. On 9 June 2015 they held their first
high-level trilateral dialogue in New Delhi. They discussed a range of issues, from greater economic
cooperation to freedom of navigation in the South China Sea and trilateral maritime cooperation in
the Indian Ocean and the Pacific Ocean. India, Japan and Australia: A Trilateral in the Making?,
Parameswaran P., The Diplomat, 9 June 2015.

84 With 'Act East' India Begins to Push Back Against China, Singh K., AllGov India, 23 January 2015.
85 The 'Adam's bridge' actually connects the island with the mainland.
86 The Indian state of Tamil Nadu has a large majority population of ethnic Tamils. The narrow

Palk Strait which separates it from Sri Lanka has often been the theatre of disputes on fishing rights
with the Sri Lankan Navy.

87 When Sri Lankan President Rajapaksa offered India the opportunity to develop the Hambantota port,
New Delhi declined, as did the US. Beijing, however, seized the opportunity. Chinese port
development in Sri Lanka benefits India indirectly, as Indian ports cannot handle mega-container
ships.

88 Despite the fact that every year 800 Sri Lankan officers train at Indian military establishments.
89 On 24 October 2013, the Tamil Nadu assembly passed a unanimous resolution demanding that India

boycott the Commonwealth Heads of Government Meeting (CHOGM) in Sri Lanka and seek
temporary suspension from the Commonwealth of the island nation until Tamils are given equal
rights to the Sinhalese. The then Indian Prime Minister Manmohan Singh did not attend CHOGM,
which took place in Colombo on 17-18 November 2013. The Indian delegation was led by Foreign
Minister Salman Khurshid.

http://thediplomat.com/2015/06/india-japan-and-australia-a-trilateral-in-the-making/
http://www.allgov.com/india/news/india-and-the-world/with-act-east-india-begins-to-push-back-against-china-150123?news=855461
http://www.britannica.com/EBchecked/topic/5208/Adams-Bridge
http://timesofindia.indiatimes.com/india/Jayas-protest-may-force-India-to-shift-Lankan-officers-out-of-Military-Staff-College-in-TN/articleshow/20598579.cms
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November 2014. New Delhi thus discreetly began to encourage the opposition to unite
forces90 for the presidential elections on 8 January 2015.

Mahinda Rajapaksa was unexpectedly defeated by his former ally Maithripala Sirisena,
who paid his first official visit abroad to India, from 15 to 18 February 2015, celebrating
a new beginning91 in bilateral relations. A civilian nuclear agreement between the two
countries was the most important outcome of Maithripala Sirisena's visit; he also
visited China, on 25 March 2015.92 Narendra Modi returned the Sri Lankan's President
visit in March 2015. India and Sri Lanka are still to restart talks on a Comprehensive
Economic Cooperation Agreement (CEPA), which would represent a development of
the FTA signed in 1998.

Seychelles and Mauritius, not a tourist trip

Narendra Modi’s first foreign trip of 2015, to the Seychelles, Mauritius and Sri Lanka, allowed
him to deepen the maritime security network of strategic Indian Ocean coastal countries, and
to raise intelligence, surveillance, and reconnaissance (ISR) capabilities and 'maritime domain
awareness' for the Indian Navy and Coast Guard. In his first stop in Victoria (Seychelles) on
11 March 2015, the Indian Prime Minister publicly launched the first of a planned 32 Coastal
Surveillance Radar (CSR) stations in the Indian Ocean, to be further deployed across the region,
including in Mauritius and the Maldives. In Port Louis (Mauritius) he attended the launch of the
MCGS Barracuda, the first Indian-manufactured warship built for export. This deployment of
radar in the Seychelles aims not only at countering the growing Chinese presence in the Indian
Ocean, but also to bolster Indian maritime ISR capabilities when facing sea-based terrorism and
piracy.

Prime Minister Modi had originally planned also to visit the Maldives – an SAARC member and
a country with whom New Delhi regularly conducts joint military exercise – but his stop in Malé
was cancelled after a sudden political crisis in late February 2015 that led to the arrest of
former President Mohamed Nasheed. The Maldives – together with India and Sri Lanka – are
signatories to an agreement on Trilateral Cooperation on Maritime Security (TCMS), signed in
Colombo on 9 July 2013, aimed at addressing common maritime security threats and
challenges, and enhancing security through cooperative measures.

4.2. Bangladesh
India-Bangladesh relations are rooted in the 1971 Bangladeshi struggle for
independence from Pakistan, supported by India. The two countries share a
4 142 kilometre border (on the Indian side, Bangladesh borders mainly West Bengal,
but also Assam, Meghalaya, Tripura and Mizoram). These borders have been subject to
long-term dispute,93 and the issue was complicated by 111 Indian enclaves on
Bangladeshi territory, and 51 Bangladeshi enclaves in India.94 In 1974 a Land Boundary
Agreement (LBA95) had been agreed and a Protocol signed in 2011 was due to enter
into force.

90 As Obama visits, signs that India is pushing back against China, Reuters, 21 January 2015.
91 India, Sri Lanka Celebrate 'New Beginning' in Ties, The Diplomat, 17 February 2015.
92 It is unclear if plans for Chinese projects in Sri Lanka remain on track. Suspended Sri Lankan Port

Project Complicates Sirisena's Trip to China, Tiezzi S., The Diplomat, 26 March 2015.
93 India and Bangladesh Near Resolution on Border Dispute, Pillamarri A., The Diplomat,

5 December 2014.
94 Furthermore, several enclaves exist one inside the other, and there is even a third order enclave, the

Indian Dahala Khagrabari.
95 India & Bangladesh: Land Boundary Agreement, Ministry of External Affairs.

http://thediplomat.com/2015/02/former-maldives-president-arrested-2/
http://www.academia.edu/8543370/Indias_Maritime_cooperation_with_Maldives_and_Sri_Lanka
http://www.reuters.com/article/2015/01/21/us-india-usa-china-idUSKBN0KU1IF20150121
http://thediplomat.com/2015/02/india-sri-lanka-celebrate-new-beginning-in-ties/
http://thediplomat.com/2015/03/suspended-sri-lankan-port-project-complicates-sirisenas-trip-to-china/
http://thediplomat.com/2015/03/suspended-sri-lankan-port-project-complicates-sirisenas-trip-to-china/
http://thediplomat.com/2014/12/india-and-bangladesh-near-resolution-on-border-dispute/
http://www.thedailystar.net/the-nowhere-people-of-the-enclaves-31650
http://www.mea.gov.in/Uploads/PublicationDocs/24529_LBA_MEA_Booklet_final.pdf
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A meeting between Prime Minister Modi and Bangladeshi Prime Minister,
Sheikh Hasina on the margins of the September 2014 United Nations General Assembly
in New York, paved the way for the solution of the longstanding borders dispute.

While the LBA had previously met with internal opposition in India (from Narendra
Modi's party, BJP, and the Chief Minister of West Bengal, Mamata Banerjee), once in
power Modi pushed in order the Indian Parliament to adopt the constitutional
amendment96 necessary for the ratification of the agreement and to benefit from the
deal's advantages.97 This eventually happened in May 2015. Meanwhile, in a bid to
further improve relations with Bangladesh, India had already accepted the United
Nations' Permanent Court of Arbitration (PCA)98 ruling of July 2014 on the delimitation
of the Bay of Bengal, which gave most of the area to Bangladesh.99

This double achievement paved the way to a successful visit of Narendra Modi to
Bangladesh on 6-7 June 2015, in which 22 agreements and Memoranda of
Understanding on a wide range of sectors, including multi-modal connectivity, were
signed. Bangladesh is India’s gateway to south-east Asian markets; therefore an
ambitious road and rail network, passing through Bangladesh, is planned.

India and Bangladesh also share 54 rivers. Sharing water resources is another pending
topic high on the bilateral agenda, starting with the implementation of the agreement
on the Teesta river case,100 vital for Bangladesh' agriculture, but blocked by the Chief
Minister of West Bengal in 2011.

Increasing connectivity to south-east Asia

India and ASEAN countries are strengthening regional connectivity and integration through
cross-border infrastructure. This will exploit India’s trade potential with ASEAN+3, estimated at
US$500 billion by 2020.

India-Myanmar-Thailand trilateral highway: a 3 200 km highway between the three countries.
The construction is proceeding slowly and the end of works has been put back to 2019.

Kaladan Multi-Modal Transit Transport Project: will connect India’s landlocked State of
Mizoram to a deep-sea port in Sittwe (Myanmar) and Myanmar to Kolkata port.

Mekong-India Economic Corridor (MIEC): links the four Mekong countries (Myanmar, Thailand,
Cambodia and Vietnam) with India. It connects Ho Chi Minh City (Vietnam) with the Dawei port
(Myanmar) via Bangkok (Thailand) and Phnom Penh (Cambodia), and further links Dawei to
Chennai port in India.

BCIM-EC (Bangladesh-China-India-Myanmar Economic Corridor, also known as 'The Kunming
Initiative'): the project seeks to exploit the complementarities of land-locked frontier areas.
Under discussion since the late 1990s, it has not advanced, due to India's scepticism towards a
Chinese initiative. However, India's renewed interest may bring dynamism to the project.

96 To amend the Constitution, Art. 368 of the Constitution of India demands a majority of two thirds of
the Members of the House that has tabled the bill. The current majority – the National Democratic
Alliance – holds 61% of the Members in the lower house and is in a minority in the upper house.

97 Contribution to better counter-terrorism, fighting human trafficking and illegal migration are among
the advantages of an agreement. India-Bangladesh LBA: Setting the Right Tone, Mohan S., IPCS,
9 December 2014.

98 The PCA is headquartered in The Hague.
99 Bangladesh wins maritime dispute with India, The Hindu, 9 July 2014.
100 Land swap: can a deal be clinched?, Natarajan S., The Hindu, 26 March 2015.

http://www.unescap.org/sites/default/files/Prabir-de-RPDSTCSA-20nov2014.pdf
http://sasec.asia/index.php?page=news&nid=68&url=bimstec-trilateral-highway-project
http://www.mdoner.gov.in/content/introduction-1
http://www.eria.org/publications/research_project_reports/images/pdf/y2008/no4-2/MIEC_Final_Concept_Paper_Final.pdf
http://www.thaiacs.org/doc/Dawei-12-03-14.pdf
http://www.thefinancialexpress-bd.com/2014/11/04/64378
http://thediplomat.com/2015/01/bcim-can-india-be-a-driving-force/
http://india.gov.in/sites/upload_files/npi/files/coi_part_full.pdf
http://www.europarl.europa.eu/RegData/etudes/ATAG/2014/538956/EPRS_ATA(2014)538956_REV1_EN.pdf
http://indianexpress.com/article/opinion/columns/delhi-dhaka-and-a-new-moment/99/
http://www.ipcs.org/article/south-asia/india-bangladesh-lba-setting-the-right-tone-4767.html
http://www.thehindu.com/news/national/bangladesh-wins-maritime-dispute-with-india/article6191797.ece
http://m.thehindu.com/opinion/op-ed/land-swap-can-a-deal-be-clinched/article7032651.ece/?secid=3010
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4.3. Myanmar
Myanmar, the only ASEAN country which shares a border101 with India, has always
occupied a significant place in India’s foreign policy, as New Delhi considers the country
as its gateway to south-east Asia. In fact, Myanmar is strategically located at the
intersection of India, China and south-east Asia. For this reason, the India-Myanmar-
Thailand trilateral highway and Kaladan multi-modal transport projects (see box) are
currently in the pipeline, although India's works are lagging behind and the government
has announced that the deadlines have been postponed from 2016 to 2019.102 Once
this infrastructure is in place, it should exploit the untapped potential in building
production networks between India’s north-east103 and Myanmar.104

In November 2014, in the wake of the ASEAN Summit and the East Asia Summit in
Nay Pyi Taw, Prime Minister Modi made his first visit to the ASEAN region105 and met
Myanmar's President, Thein Sein,106 who termed India and Myanmar 'brother
countries'. Connectivity,107 cultural contacts and commerce ('the three Cs') were
prevalent in the discussions.

On 4 June 2015 an ambush against Indian soldiers in Manipur (near the borders with
Myanmar) conducted by militants of a Naga secessionist organisation left 18 casualties.
The Indian security retaliated by a raid on 9 June against two ethnic Naga and Manipuri
militant camps a few kilometres within Myanmar territory. This move does not seem
have been a major military success either on the political side, as Myanmar authorities
distanced themselves from the raid and refused New Delhi's proposal for joint
operations. Some argue108 that it may rather represent a warning to Pakistan of 'zero
tolerance' to terrorist acts against India conducted from abroad.

4.4. Thailand
India shares a maritime boundary with Thailand in the Andaman Sea. In the 1990s,
India’s 'Look East' Policy and Thailand’s 'Look West' policy encouraged the two
countries to develop closer relations. Thailand, like Myanmar, is important for India's
access to south-east Asia (see box).

101 The two countries share a 1 468 km border.
102 India fails to walk the ‘Act East’ talk, The Times of India, 15 February 2015.
103 In a bid to promote this policy internally, Narendra Modi visited India's North-East at the end of

November 2014. Narendra Modi’s Northeast India Outreach, The Diplomat, 14 December 2014.
104 Following the growing trend of opposition to Chinese investment in Myanmar’s infrastructure, in

July 2014 Myanmar announced the cancellation of an agreement with China to build a railway
connecting Kunming in China to Kyaukpyu in Myanmar's Rakhine state. To the contrary, Myanmar
maintains its engagements to build infrastructure with India. Myanmar’s Great Power Balancing Act,
The Diplomat, 29 August 2014. On its side, Myanmar's neighbour, Thailand, is now turning to China.

105 This was the first stop of a ten-day trip that brought Prime Minister Modi to Australia (for the G20
meeting in Brisbane) and to Fiji.

106 Narendra Modi also met Aung San Suu Kyi (who previously studied in India – at Lady Shri Ram College
for Women in New Delhi – and whose mother was a former ambassador to India). She was the
recipient of the Sakharov Prize in 1990, finally presented in 2013.

107 It has been argued that, before being concerned with connectivity with South-east Asia, India should
first take care of intra-regional connectivity. Capitals in the North-Eastern states are not properly
connected with one another and with the rest of India.

108 India Flexes Its Muscle, Shashank J., Foreign Affairs, 23 June 2015.

http://timesofindia.indiatimes.com/india/India-fails-to-walk-the-Act-East-talk/articleshow/46248292.cms
http://thediplomat.com/2014/12/narendra-modis-northeast-india-outreach/
http://thediplomat.com/2013/08/chinas-troubled-myanmar-policy/
http://thediplomat.com/2014/08/myanmars-great-power-balancing-act/
http://thediplomat.com/2014/12/thailand-turns-to-china/
http://www.theasanforum.org/from-look-east-to-act-east-transitions-in-indias-eastward-engagement/
https://www.foreignaffairs.com/articles/india/2015-06-23/india-flexes-its-muscle
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For over a decade, India and Thailand have been in negotiations on a free trade
agreement (FTA). They first signed a Framework Agreement on an FTA in October 2003.
In September 2004, trading without duties began for a first set of 82 products,109

through an Early Harvest Scheme (EHS). The two countries also signed a Memorandum
of Understanding on Defence Cooperation, in January 2012, and conduct joint exercises
and maritime patrols close to the international maritime boundary.

Both negotiations on an FTA and defence cooperation are currently in a stand-off, after
the May 2014 military coup in Thailand. India, however, avoids a critical approach to
Thai internal politics. Prime Minister Modi met Thai Prime Minister, General
Prayuth Chan-ocha on the margins of the ASEAN Summit in Nay Pyi Taw on
12 November 2014.

4.5. Vietnam
Vietnam, strategically located in the South China Sea, is considered an important pillar
of the 'Look East' Policy. New Delhi and Hanoi have developed energy and military
cooperation. Vietnam leases two oil blocks to India in the disputed waters of the China
Sea. India has granted Vietnam a US$100 million credit line for defence procurement,
in addition to military training and four patrol boats. Indian Navy vessels frequently call
at Vietnamese ports. Vietnamese Prime Minister, Nguyen Tan Dung met Prime
Minister Modi during a visit to India in late October 2014.110

4.6. Japan
'Relations between Japan and India have become nothing short of a love affair',111 was
one comment following Narendra Modi's first visit112 outside the Indian subcontinent,
from 30 August to 3 September 2014. India and Japan are the two largest and oldest
democracies in Asia. They share increasing concern regarding China’s growing power
and assertiveness in the region, coupled with uncertainty over US intentions. At the
same time, India looks at Japan as a key investor, able to provide technological know-
how.

Already in 2000, the two countries launched the 'Japan-India Global Partnership'. In
2011, they signed the 'Comprehensive Economic Partnership Agreement'.113 India and
Japan are now elevating the relationship to a 'Special Strategic and Global Partnership',
covering economic and security cooperation.

Japan committed around US$35 billion in investments in India for the next five years.
India will import Japanese Shinkansen technology as part of Prime Minister Modi’s
'diamond quadrilateral' project that aims to build a network of high-speed trains

109 Now 84 products.
110 Media Statements by Prime Minister of India and Prime Minister of Vietnam in New Delhi, Ministry of

External Affairs, 28 October 2014.
111 World Citizen: Modi Reboots India’s Foreign Policy With ‘Zero Problems’ Approach, Ghitis F., World

Politics Review, 18 December 2014.
112 This was the first time that an Indian Prime Minister spent five days in another Asian country.
113 India Japan CEPA comes into force. Commerce Secretary calls it a Major Step for a larger East Asian

Partnership, Government of India's Press Information Bureau, 1 August 2011.

http://www.indianembassy.in.th/pages.php?id=124
http://mea.gov.in/Speeches-Statements.htm?dtl/24143/Media+Statements+by+Prime+Minister+of+India+and+Prime+Minister+of+Vietnam+in+New+Delhi+October+28+2014
http://www.worldpoliticsreview.com/articles/14693/modi-reboots-india-s-foreign-policy-with-zero-problems-approach
http://pib.nic.in/newsite/erelease.aspx?relid=73596
http://pib.nic.in/newsite/erelease.aspx?relid=73596
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connecting Delhi, Mumbai, Chennai and Kolkata.114 Japan will also set up industrial
electronics parks in India.

Trade is only a part of the bilateral relations. The two countries are strengthening their
military and security ties. Prime Ministers Modi and Abe signed a Memorandum of
Cooperation and Exchanges in the Field of Defence. Bilateral maritime exercises will be
conducted and Japan will continue to participate in the India-US Malabar exercise
series.115 Following the historic Japanese decision to lift its self-imposed ban on the
export of militarily useable items, the Indian Navy is to buy 18 ShinMaywa US-2i
Amphibious Search and Rescue (SAR) aircraft,116 likely to be stationed in the Andaman
and Nicobar islands.117 Analysts defined this as a 'still informal security and military
partnership'.118

The only issue where the two countries hold different viewpoints is nuclear
cooperation. While India is a nuclear power, Japan takes an anti-nuclear stance, and
has pointed out New Delhi’s lack of commitment on nuclear disarmament, especially
the Comprehensive Test Ban Treaty (CTBT).119 Negotiations on the Agreement for
Cooperation in the Peaceful Uses of Nuclear Energy have therefore not concluded.

Prime Minister Abe is to visit India for the next annual bilateral summit in 2015.120

4.7. Australia
Australian Prime Minister, Tony Abbott was the first foreign leader to make a state visit
to India since Narendra Modi's election as Prime Minister, on 4-5 September 2014.
India and Australia are bound by a Strategic Partnership since 2009. In 2011, they
launched negotiations on a Comprehensive Economic Cooperation Agreement
(CECA).121

The main outcome of the September 2014 Summit was the signing of a civilian nuclear
deal, under negotiation since 2012, that guarantees India's122 long-term supply of
uranium by Australia. Energy security is a major topic on India's agenda and in its

114 The Japan International Cooperation Agency (JICA) was conducting a feasibility study on the Mumbai-
Ahmedabad stretch – India’s first high-speed rail project – as was the French company SNCF. China is
also participating in India's effort to modernise its railway in the Delhi-Chennai corridor.

115 The exercise mainly focuses on anti-piracy and anti-terrorism operations. Will Japan Become a
Permanent Part of US-India-led Naval Exercise?, Panda A., The Diplomat, 10 July 2015.

116 For First Time Since World War 2, Japan Will Sell Military Equipment. To India, NDTV,
2 September 2014.

117 Japan also lifted its ban on six Indian firms involved in defence research and development, paving the
way for the transfer of Japanese military technology to India. The ban dated back to the Japanese
reaction to India’s 1998 nuclear weapons tests.

118 The New Fulcrum of Asia: The Indo-Japan Entente and the Rise of China, Garver W. J., The Asan
Forum, 9 December 2014.

119 The CTBT has not been ratified by the US, nor by China – therefore India has not signed.
120 Prime Minister Abe was Republic Day Chief Guest in January 2014, invited by former Indian Prime

Minister Manmohan Singh.
121 On 17 November 2014, Australia and China concluded negotiations for a FTA (ChAFTA).
122 'The nuclear deal is a further step toward India achieving international acceptability for its nuclear

programme, despite not ratifying the nuclear non-proliferation treaty', India and Australia seal civil
nuclear deal for uranium trade, Reuters, 5 September 2014.
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relations with Australia: Indian companies work towards joint energy ventures in
Australia, focusing on coal-mining123 and oil and gas exploration.

Prime Minister Modi visited Australia from 14 to 18 November 2014 to participate in
the G20 meeting in Brisbane. He took this opportunity to return Prime
Minister Abbott's visit and to sign a 'Framework for Security Cooperation between India
and Australia'.124 Maritime security is now at the top of the bilateral strategic agenda.
The two partners are to hold annual summits at prime ministerial level, and agreed to
hold regular bilateral maritime exercises and on close cooperation in counter-
terrorism.125

5. India and the Middle East
The Indian External Affairs Ministry refers to the Middle East as 'West Asia'. This region
is important to India for several reasons. India has the second largest Muslim
population in the world after Indonesia (180 million,126 mostly Sunni), and also, after
Iran, the second largest Shia population.127 Seven million Indians live and work in the
six Gulf Cooperation Council (GCC) countries,128 and are the source of an annual
US$30‐35 billion in remittances. Almost two thirds of India’s total oil imports are from
the Gulf region,129 whose economy, largely dependent on the extractive sector,
complements India's mainly services-focused economy.

The Middle East was not the focus of Narendra Modi's attention in 2014. However the
abductions of Indian workers in Iraq by ISIL/Da'esh (46 nurses in Tikrit in July 2014 –
quickly released – and 39 construction workers in Mosul in June 2014, still
unreleased)130 have been followed with apprehension in the Indian media. Some

123 India has abundant reserves of coal, on which it relies for more than half of its energy needs. Coal
India, the world's largest miner by output, is 80% owned by India’s government. Commercial mining is
traditionally banned in India: private sector companies can only extract coal to supply their own
industrial facilities, but not sell it on the open market. The allocation of coal blocks should have taken
place through a system of competitive bidding, but this has never occurred. A major political scandal,
known as 'coalgate' erupted in 2012 and led to the Supreme Court decision of 24 September 2014 to
cancel 214 of 218 coal blocks allocated since 1993. Former Prime Minister Manmohan Singh faces
allegations related to the scandal. Narendra Modi's government adopted an ordinance aimed at
opening up the sector in October 2014.

124 In 2009, as part of the Strategic Partnership, Australia and India issued a Joint Declaration on Security
Cooperation.

125 These agreements are similar to the ones with Japan. Naval exercises have been perceived by some
observers as a hedge against China’s growing military power. The Emerging India-Australia Maritime
Relationship, The Diplomat, 17 November 2014.

126 Over 180 million Muslims in India but they are not part of global terror groups: Govt, The Indian
Express, 24 February 2015.

127 Letter: India's polite refusal, Vinod Mehta, BBC News, 2 September 2014.
128 Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and United Arab Emirates.
129 In 2013, approximately 62% of India’s imported crude oil came from Middle East countries.

Saudi Arabia is India's largest supplier of oil, while Qatar is the largest supplier of gas. India. Overview,
US Energy Information Administration, 26 June 2014. Coal remains the dominant fuel in India, as it
provides half of its energy consumption. This share is forecasted to decline. BP Statistical Review
2014. India in 2013. BP Energy Outlook 2035. Country insights: India.

130 All 39 Indian hostages held by ISIS alive: Sushma Swaraj, The Indian Express, 14 May 2015.
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observers argue that India should not only consider the area as a 'gas station'131 but
play a more active role: developing multilateral relations with the relevant
organisations,132 making an effort to attract capitals to India, starting joint ventures in
the energy field, opening cultural centres in the area, and sharing its experiences on
strengthening pluralism and tolerance.

In recent years, India has adopted a pragmatic balanced diplomacy in the Israel-
Palestine conflict.133 This represents a change in India's traditional support of the
Palestinian cause. India was the first non-Arab state to recognise the Palestine
Liberation Organisation in 1974, and recognised the State of Palestine in 1988. India
also voted in favour of the UN General Assembly (UNGA) resolution134 on
21 October 2003 against the construction of a wall in the West Bank. However, once
the Cold War ended, India established diplomatic relations with Israel, in 1992.

Therefore, Narendra Modi's government did not condemn Israel's July 2014 Gaza
operation, and merely released a statement through the Ministry of External Affairs'
spokesperson that 'India is deeply concerned at the steep escalation of violence'.135

Despite government attempts to avoid a debate on the subject, the opposition insisted
and a debate took place, albeit without a resolution being voted. Late in July 2014,
India joined a United Nations Human Rights Council Resolution for an 'independent
inquiry into purported violations of international humanitarian and human rights laws
in the Occupied Palestinian Territory'.136 But then India abstained on the resolution
recommending the implementation of the recommendations contained in the report
following the inquiry.137

Israel is one of India's most important strategic partners and a major supplier of
military equipment. India decided to buy Israeli anti-tank Spike missiles – instead of
Javelin missiles offered by the US – signing a US$525 million contract,138 making Israel
India's third largest arm supplier, after the US and Russia. Narendra Modi is to visit
Israel in 2015, becoming the first Indian Prime Minister to do so.

6. Other major international partners
India has recently rejuvenated its relations with the US: Prime Minister Modi and
President Obama have already met twice, and future prospects are promising.
Nevertheless, links with Russia – traditionally New Delhi's major provider of military
equipment – remain strong, as President Putin's visit to India in the middle of the

131 Not just a gas station: India's broader interests in the Middle East, Barakat S., Pethiyagoda K.,
Brookings, 1 July 2015.

132 The Gulf Cooperation Council (GCC), the Organisation of Islamic Cooperation (OIC), the Arab League.
133 Why India is trying to keep both Israel and Palestine happy, Gupta K., Daily O, 12 January 2015.
134 General Assembly, in resumed emergency session, demands Israel stop construction of the wall, call

on both parties to fulfil road map obligations, 21 October 2003.
135 Official Spokesperson’s response to a media question on escalation of violence in Gaza and Israel,

Ministry of Foreign Affairs, 10 July 2014.
136 As civilian casualties rise in Gaza, UN Rights Council agrees probe into alleged ‘war crimes’, UN News

Centre, 23 July 2014.
137 Official Spokesperson's response to a question on India's vote on Resolution A/HRC/29/L.35 in the

Human Rights Council.
138 India picks Israel's Spike anti-tank missile over U.S. Javelin - source, Prousty N., Reuters,

25 October 2014.
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http://mea.gov.in/media-briefings.htm?dtl/25425/Official_Spokespersons_response_to_a_question_on_Indias_vote_on_Resolution_AHRC29L35_in_the_Human_Rights_Council
http://mea.gov.in/media-briefings.htm?dtl/25425/Official_Spokespersons_response_to_a_question_on_Indias_vote_on_Resolution_AHRC29L35_in_the_Human_Rights_Council
http://www.reuters.com/article/2014/10/25/india-missile-idUSL3N0SK08820141025
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Ukraine crisis demonstrates. Relations with the EU, however, lag behind, and there is
no prospect signature of an EU-India FTA, despite negotiations having begun several
years ago.

6.1. United States
India and the United States announced a Strategic Partnership Agreement139 in
September 2004 and a civil nuclear agreement in July 2005 – the latter was eventually
signed in October 2008.140

US-India relations had been strained by a diplomatic accident involving the Deputy
Consul-General of India in New York in December 2013.141 Additionally, Narendra Modi
was denied entry to US in 2005142 for his alleged implication in the 2002 Gujarat
riots.143. The hard-line Indian position on the Trade Facilitation Agreement (TFA) within
the WTO has also raised serious concerns in Washington.

Narendra Modi’s visit to the US in September 2014,144 at Barack Obama's invitation,
therefore reset US-India relations. The two countries share similar interests in forging
alliances aimed at counterbalancing growing Chinese influence in Asia. Indo-Pakistani
relations are also related to ties between New Delhi and Washington, particularly with
the planned US exit from Afghanistan, and the role of Pakistan in this transition period
– and the leverage US holds in Islamabad.

Prime Minister Modi's US visit was followed by his invitation to President Obama to
attend Republic Day ceremonies in late January 2015 as Chief Guest. This made
Barack Obama both the first US President to visit India twice145 and to attend the
celebrations as Chief Guest.

The two summits sent a strong signal to Beijing regarding disputes in the South China
Sea, and affirm the need to grant freedom of navigation and handle disputes under
international law. On 25 January 2015 a 'US-India Joint Strategic Vision for the Asia-
Pacific and Indian Ocean Region'146 was issued. Another subject of official statements
by the two leaders was Pakistan: the need to eradicate anti-India terror groups and
bring the perpetrators of the 2008 Mumbai attacks to justice was made explicit.
Pakistan did not hide its disquiet regarding this renewed US-India entente.

139 United States - India Joint Statement on Next Steps in Strategic Partnership, US Department of State,
17 September 2004.

140 One week before, on 30 September 2008, France became the first country to sign an agreement on
nuclear cooperation with India. The agreement with the US was important because allowed India to
be accepted as a nuclear power, although it is not party to the Nuclear Non-Proliferation Treaty
(NPT).

141 Ms Devyani Khobragade, Deputy Consul-General at the Consulate-General of India in New York, was
arrested and submitted to strip search.

142 Why Narendra Modi Was Banned From the U.S., Mann J., The Wall Street Journal, 2 May 2014. Some
EU countries, including the UK, also refused entry, until 2012.

143 Right before his visit to the US in September 2014, a New York district court issued a summons in
response to a lawsuit filed by two survivors of the riots, but no legal consequence arose.

144 The US-India Business Council estimated that Modi’s visit to the US would bring about US$41 billion
of investment to India.

145 The first time was in November 2010. President Barack Obama Visits India 2010, Embassy of the
United States.

146 US-India Joint Strategic Vision for the Asia-Pacific and Indian Ocean Region.

http://2001-2009.state.gov/r/pa/prs/ps/2004/36290.htm
http://www.ndtv.com/india-news/visa-fraud-case-against-diplomat-devyani-khobragade-dismissed-in-us-553776
http://www.wsj.com/articles/SB10001424052702303380004579520041301275638
http://www.usibc.com/press-release/usibc-honors-prime-minster-modi-washington-reception
http://newdelhi.usembassy.gov/obamavisit1110.html
http://www.whitehouse.gov/the-press-office/2015/01/25/us-india-joint-strategic-vision-asia-pacific-and-indian-ocean-region
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India and the US reached an agreement on climate change. New Delhi aligned with US
demands for India to participate in a deal on global warming147 binding both developed
and less-developed countries to cap emissions. India is also to increase its use of
renewable energy. Another field of bilateral cooperation is tax evasion and money
laundering: on 9 July 2015, India and the US signed a tax-information-sharing
agreement.148

India and the US also bolstered their ten-year defence partnership through a Defence
Trade and Technology Initiative (DTTI)149 which includes transfer of technology and the
provision to co-produce weapons in India. India became the biggest foreign buyer of US
weapons,150 and Washington is today New Delhi's main military equipment supplier. As
for nuclear cooperation, Washington and New Delhi will explore tools, including an
insurance pool, to attract US suppliers. The related US-India Defence Framework was
agreed during President Obama's visit and then signed by the US Defense Secretary
Ash Carter in New Delhi on 4 June 2015.151

On 13 November 2014, India obtained a remarkable diplomatic achievement, when it
negotiated with the US for the right to stockpile and subsidise staple foods for the
poor.152 The deal followed the December 2013 Trade Ministers' agreement on a Trade
Facilitation Agreement (TFA)153 within WTO (the 'Bali Package'). A 'Peace Clause'
protects countries which subsidise food for the poor until 2017. However, New Delhi
wanted to obtain a permanent guarantee for implementation of its food security
programme, and therefore refused to adopt TFA in July 2014. The stand-off was
resolved through US-India negotiations that guaranteed India an indefinite time frame
for food subsidies. India subsequently lifted its veto on TFA, which was adopted on
27 November 2014.154

6.2. Russia
India and the Soviet Union (USSR) enjoyed a strong strategic and military relationship
during the Cold War. Indeed for decades and until very recently, the Russians have
been India's main military equipment supplier. At the end of the Cold War, India
broadened its range of alliances, but not to the detriment of relations with Russia, with
which it enjoys a 'strategic partnership' corroborated by 15 annual summits.

Vladimir Putin's visit to India155 on 10-11 December 2014 reassured the Russian leader
that India had not joined moves to isolate Russia, led by Western countries following

147 US and India Step up Climate Change Cooperation, UNFCCC, 26 January 2015.
148 India, US sign agreement to share info on tax evasion, Times of India, 10 July 2015.
149 India, US Advance Strategic Relations, Raghuvanshi V., Defense News, 28 January 2015.
150 India Becomes US’s Largest Defense Market – IHS Balance of Trade Study, 26 February 2015.
151 U.S., India Sign 10-Year Defense Framework Agreement, Garamone J., US Department of Defense,

4 June 2015.
152 India and US reach WTO breakthrough over food, BBC, 13 November 2014.
153 Trade Facilitation Agreement, this is the first multilateral trade agreement concluded in WTO's history.
154 The European Parliament is due to vote its consent to the EU's conclusion of the agreement at the

September 2015 plenary session, following the Committee on International Trade's recommendation
of 14 July 2015.

155 Narendra Modi and Vladimir Putin had already met on the margins of the BRICS summit in July 2014
and the G20 in November 2014. Prime Minister Modi proposed that Vladmir Putin visit India for
longer than two days. Modi and Putin met again during the BRICS and SCO Summit in Ufa (Russia) on
8-10 July 2015.

http://newsroom.unfccc.int/unfccc-newsroom/us-and-india-step-up-cooperation-on-climate-change/
http://timesofindia.indiatimes.com/business/india-business/India-US-sign-agreement-to-share-info-on-tax-evasion/articleshow/48012630.cms
http://www.defensenews.com/story/defense/policy-budget/industry/2015/01/28/india-obama-modi-dtti-us-agreement-weapons-coproduce-bilateral-russia/22457599/
http://press.ihs.com/press-release/aerospace-defense-terrorism/india-becomes-uss-largest-defense-market-%E2%80%93-ihs-balance-tra
http://www.defense.gov/news/newsarticle.aspx?id=128973
http://www.bbc.com/news/business-30033130
https://www.wto.org/english/tratop_e/tradfa_e/tradfa_e.htm
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2015/0029%28NLE%29&l=en
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the March 2014 annexation of Crimea. India clearly states that it could not be part of
any sanction against Russia.156

The two countries signed trade agreements with a value of US$100 billion.157 They
signed the '2014 Strategic Vision for Strengthening Cooperation in Peaceful Uses of
Atomic Energy'158 agreement. This includes Russia’s state-owned nuclear corporation,
Rosatom, building 12 nuclear reactors in the next two decades in India – confirming the
previous nuclear engagement signed in 2010159 – and enlarging the already existing
Kudankulam160 site in Tamil Nadu, as agreed in 2008.161 Russia, until recently the main
supplier of military equipment to India, agreed on technology transfers to Indian firms
producing military and nuclear equipment.

Russia's Rosneft will provide India with 10 million tonnes a year of oil. 162 The
construction of a US$30 billion oil and gas pipeline from Russia to India is also
envisaged.163 This is consistent with Russian support for India's membership164 in the
Shanghai Cooperation Organisation (SCO), with India accepted as a full member on
10 July 2015.

6.3. EU
The EU and India, the world's two most populous democracies, share common values
and interests. The European Union is India’s biggest trade partner: trade between the
two partners165 – declining in 2012 and 2013 – reached €72.7 billion in 2013. India-EU
trade in services amounted to €22.7 billion in 2012. The EU is the highest investor in
the Indian economy – €41.8 billion in 2012.

India is now a middle-income country and therefore ineligible for bilateral assistance
from the Development Cooperation Instrument (DCI) since 2014. It can, however, still
benefit from DCI-funded thematic and regional programmes for Asia.

156 Transcript of Media Briefing on the visit of the President of Russia to India (December 5, 2014), A
business delegation led by the Crimean Prime Minister accompanied President Putin.

157 20 deals in 24 hours: Russia-India relations given $100 billion-worth boost, Sharma R., RT,
12 December 2014.

158 Strategic Vision for Strengthening Cooperation in Peaceful Uses of Atomic Energy between the
Republic of India and the Russian Federation.

159 Putin in deal to build nuclear reactors for India, George N., The Guardian, 12 March 2010.
160 It took 12 years for the first unit to be operational. Wait for Kudankulam power ends; unit 1 linked to

grid, The Hindu business line, 22 October 2013.
161 Russia and India agree on more Kudankulam reactors, World Nuclear New, 13 February 2008.
162 Russia's Rosneft secures oil and gas deals with India, Verma N., Reuter, 12 December 2014. According

to the International Energy Agency's World Energy Outlook 2013 forecasts, India's energy
consumption will grow at an annual average rate of 3% to 2035 – the fastest in the world. The Indian
market is therefore important to Russia.

163 Two routes are being considered for the gas pipeline project. One would transport hydrocarbons
from Russia's western Siberian fields, via Russia's Altai region and China's Xinjiang province, to
northern India. Another would go through Central Asia (Russia-Astrakhan-Kazakhstan-Uzbekistan)
and then along the Turkmenistan-Afghanistan-Pakistan route to India (the so-called TAPI gas
pipeline).

164 Motivations and Implications of SCO Expansion: a Look at India and Pakistan, Gapak D., China in
Central Asia, 17 December 2014.

165 India. Trade picture, European Commission, 2014.

http://www.mea.gov.in/media-briefings.htm?dtl/24435/Transcript_of_Media_Briefing_on_the_visit_of_the_President_of_Russia_to_India_December_5_2014
http://rt.com/op-edge/213835-russia-india-contracts-nuclear/
http://pib.nic.in/newsite/PrintRelease.aspx?relid=113165
http://pib.nic.in/newsite/PrintRelease.aspx?relid=113165
http://www.theguardian.com/world/2010/mar/12/russia-india-nuclear-reactor-deal
http://www.thehindubusinessline.com/economy/kudankulam-unit-1-synchronised-with-southern-power-grid/article5260352.ece
http://www.thehindubusinessline.com/economy/kudankulam-unit-1-synchronised-with-southern-power-grid/article5260352.ece
http://www.world-nuclear-news.org/NP/Russia_and_India_agree_on_more_Kudankulam_reactors_130208.html
http://in.reuters.com/article/2014/12/11/russia-india-rosneft-idINKBN0JP0ZM20141211
https://www.oxan.com/analysis/dailybrief/samples/IndiaRussiaChinaGas.aspx
http://chinaincentralasia.com/2014/12/17/motivations-and-implications-of-sco-expansion-a-look-at-india-and-pakistan/
http://ec.europa.eu/trade/policy/countries-and-regions/countries/india/
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Since 2004, India is one of ten EU Strategic Partnership countries. The partnership is
based on four pillars: international cooperation through multilateralism; enhanced
commercial and economic interaction; cooperation on sustainable development; and
mutual understanding. A Joint Action Plan (JAP),166 revised in 2008, has been adopted.

In 2007, India and the EU began talks on a bilateral trade and investment agreement
(BTIA). Negotiations have progressed slowly, due to several controversial issues.167

Discussions on insurance sector deregulation, as well as public procurement, have been
particularly complex. The EU would like India to reduce its taxes on alcohol and dairy
products and duty on automobiles. India is interested in liberalising services trade,
including the information technology sector, and obtaining a more liberal visa regime
for its professionals. The inclusion of clauses on human rights, ILO core labour
standards and sustainability are still under discussion. It is worth noting that India is
one of the 34 countries which are beneficiaries of the European Union's (standard)
Generalised Scheme of Preferences (GSP).168

Figure 3 – Total goods: EU-India trade flows and balance, annual data 2004-14

Data source: European Commission, Directorate-general for Trade. See also: Analysis of EU-India trade. Library
statistical spotlight, Sabbati G., Library of the European Parliament, 19 September 2013.

The current deadlock is also due to the change in leadership for both partners: in 2014,
the Indian Prime Minister, Presidents of the European Council and Commission, and the
composition of the European Parliament all changed. Prime Minister Modi did not
attend the Asia-Europe Meeting (ASEM) Summit held in October 2014 in Milan. He first
met European Commission President, Jean-Claude Juncker and the outgoing President
of the European Council, Herman Van Rompuy, during the G20 meeting in Brisbane in
November 2014. The last visit of the EU VP/HR to India was in January 2012, and the
last EU-India summit169 in February 2012.

166 The EU-India Joint Action Plan (JAP).
167 Controversial issues in EU-India trade. Disputes at WTO level, Škoba L., EPRS, 25 April 2014.
168 Generalised Scheme of Preferences (GSP).
169 Next EU-India summit was to take place on 16 April 2015 in Brussels, but was cancelled.

http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113390.pdf
http://www.europarl.europa.eu/RegData/bibliotheque/stspotlight/2013/130594/LDM_STS(2013)130594_REV1_EN.pdf
http://www.europarl.europa.eu/RegData/bibliotheque/stspotlight/2013/130594/LDM_STS(2013)130594_REV1_EN.pdf
http://eeas.europa.eu/india/sum09_08/joint_action_plan_2008_en.pdf
http://www.europarl.europa.eu/RegData/bibliotheque/briefing/2014/130597/LDM_BRI(2014)130597_REV1_EN.pdf
http://ec.europa.eu/trade/policy/countries-and-regions/development/generalised-scheme-of-preferences/index_en.htm
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The case of the two Italianmarò

On the night of 15 February 2012, two Italian marines (marò) on board the 'Enrica Lexie' to
protect it from pirates, fired shots at an unidentified boat approaching them off the coast of
Kerala. Two Indian fishermen were killed. On 19 February 2012 the Indian police arrested the
two marines. They were released on bail on 30 May 2012, but at first obliged to remain in India.
The dispute has triggered diplomatic tension, given the legal uncertainty surrounding the case.
After three years, charges have still not been brought by the Indian authorities. On
12 March 2015, the hearing was again postponed to 1 July 2015. This bilateral case risks having
an impact on EU-India relations. On 16 December 2014, VP/HR Federica Mogherini expressed
her disappointment at the lack of leniency shown by the Indian authorities in response to the
plea of one of the two marines for an extension of his stay in Italy for medical treatment. On
15 January 2015, the European Parliament adopted a resolution on the case, stressing that the
marines must be repatriated and expressing the hope that jurisdiction will fall to the Italian
authorities and/or international arbitration. On 26 June 2015 Italy opened an arbitration
procedure under the UN Convention on the Law of the Sea.

Relations with the EU were not high on Narendra Modi's early agenda: at this stage,
Narendra Modi seems more eager to engage with individual EU Member States than
the EU institutions. Trade relations with countries like the United Kingdom, France and
Germany (top trading partner in the EU) remain strong.170 The UK and France are
Permanent Members of the UNSC, while Germany is a G4 Member cooperating with
India in a common bid to obtain a permanent seat in the UNSC.

It is for these reasons that Prime Minister Modi's first visit to Europe, from 10 to
14 April 2015 bypassed Brussels and headed for France and Germany. In France, the
meeting with President François Hollande unblocked the purchase of 36 Rafale fighter
jets produced by Dassault.171 A MoU to strengthen bilateral cooperation in the space
sector and a deal on a stalled nuclear project in Jaitapur (Maharashtra) were among the
17 bilateral agreements172 signed during the visit. In Germany, Narendra Modi
attended the opening of the 'Hannover Messe' – the world's largest industrial trade fair
– and took the opportunity to call for German businesses to manufacture their
products in India. In the joint statement issued after the meeting with Chancellor
Angela Merkel, both agreed to strengthen 'efforts towards carrying on negotiations for

170 Narendra Modi met UK Prime Minister David Cameron, French President Hollande and German
Chancellor Angela Merkel during the G20 Brisbane meeting.

171 India – the world's biggest arms buyer since 2010 – is the second client for French arms exports
orders 2004-2013 (a total amount of €6 billion) after Saudi Arabia. Rapport au Parlement 2014 sur les
exportations d’armement de la France, Ministère de la Défense, August 2014. India started
negotiations with France in 2012 to buy 126 Dassault Rafale fighter jets (of which 108 were to be
constructed in India, under technology transfer). However, three years later negotiations on the
€20 billion deal were at a standstill and the possibility that New Delhi will shift to the Russian Su-
30MKI fighters has been raised. Whilst Narendra Modi's visit to France in April 2015 has unblocked
the deal, the terms have changed. To speed up the arrangement, India renounced the technology
transfer: the 36 planes – a number well below the original 126, and purchased at a cost of €4 billion –
will be produced in France within two years. Indo-French joint development of a surface-to-air missile
(SRSAM), the Maitri project, is on stand-by, as the Indian Air Force seems to rely on the domestically
developed Akash.

172 List of agreements signed between India and France, IBN Live, 10 April 2015.

http://eeas.europa.eu/statements-eeas/2014/141216_04_en.htm
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=P8-TA-2015-0013&language=EN&ring=B8-2015-0009
http://www.defense.gouv.fr/actualites/articles/exportations-francaises-d-armement-40-000-emplois-dans-nos-regions
http://www.defense.gouv.fr/actualites/articles/exportations-francaises-d-armement-40-000-emplois-dans-nos-regions
http://economictimes.indiatimes.com/news/politics-and-nation/how-narendra-modi-reworked-rafale-deal-and-why-its-a-winner/articleshow/46894293.cms
http://ibnlive.in.com/news/list-of-agreements-signed-between-india-and-france/539126-3.html
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an ambitious EU India Free Trade Agreement with a view to its early conclusion'.173

Modi may visit the United Kingdom in November 2015.174

Delays in proceeding towards mutual recognition as a major international player have
limited the chances of exploiting the untapped potential of EU-India relations – some
Indians may view the EU as just a trade bloc. Trade issues are also in the spotlight,
while cooperation between the two partners may well advance on other issues, such as
security (e.g. terrorism,175 piracy, Afghanistan), migration, energy and climate change,
scientific research and innovation.176

7. Outlook
At the end of May 2015, Narendra Modi completed the first year of his mandate as
Prime Minister. It is therefore possible to draw first conclusions on India's foreign
policy.

Prime Minister Modi has increased India's presence in the global arena. He has begun
building relations with southern Asian neighbours, whose leaders were all invited to his
swearing-in ceremony in late May 2014. The invitation to Sri Lanka's President, despite
Tamil Nadu opposition, demonstrates that New Delhi's foreign policy is no longer
dictated by its states.

India played a constructive role in the 18th SAARC Summit in Kathmandu (Nepal) in late
November 2014 and continues in 2015 through diplomatic initiatives like 'Cricket
diplomacy'177 and 'SAARC Yatra'.178 New Delhi continues to weigh on its smaller
neighbours' governments if they get too close to Beijing: the outcome of the
January 2015 presidential elections in Sri Lanka appears to mirror the 2013 electoral
result in Bhutan.

However, New Delhi looks further east, and the new government has rebranded its
policy towards its south-eastern partners as 'Act East': India has become a reliable
partner for ASEAN. Indians are also working with their eastern neighbours to improve
connectivity.

Major powers have renewed their interest in India. Prime Minister Modi had very
positive meetings with the Prime Ministers of Japan and Australia, therefore
strengthening the 'Asian Arc of Democracy', which enjoys full support in Washington
for containing growing Chinese assertiveness in the region, particularly in the East and
South China Sea. However New Delhi avoids forging any formal security alliance in the
Indo-Pacific region to avoid direct confrontation with Beijing. Prime Minister Modi met

173 Full text of joint statement issued by PM Modi and German chancellor Angela Merkel, The Times of
India, 14 April 2015.

174 PM Narendra Modi likely to visit UK in November, Singh S., The Indian Express, 20 June 2015.
175 EU-India Joint Declaration on International Terrorism, Brussels, 10 December 2010.
176 Less on development, as apparently India remains reluctant to be associated with the ‘traditional’

donor community. Development and the India-EU Strategic Partnership: Missing incentives and
divergent identities, Mawdsley E., ESPO, Policy Brief no 14, FRIDE, October 2014.

177 On 13 February 2015, Modi made a telephone call to the leaders of the four SAARC countries playing
– together with India – in the 2015 Cricket World Cup: Afghanistan, Bangladesh, Pakistan and Sri
Lanka.

178 As a follow up to the SAARC Summit, in March 2015, the recently appointed Indian Foreign Secretary
Subrahmanyam Jaishankar, former Ambassador to the US and China, began a tour of SAARC capitals.

http://timesofindia.indiatimes.com/india/Full-text-of-joint-statement-issued-by-PM-Modi-and-German-chancellor-Angela-Merkel/articleshow/46921472.cms
http://indianexpress.com/article/india/india-others/pm-narendra-modi-likely-to-visit-uk-in-november/
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/118405.pdf
http://fride.org/download/PB14_Development_and_the_India_EU_Strategic_Partnership.pdf
http://fride.org/download/PB14_Development_and_the_India_EU_Strategic_Partnership.pdf
http://indianexpress.com/article/india/india-others/in-cricket-world-cup-season-pm-narendra-modi-opens-new-innings-with-pakistan/
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twice with US President Obama, starting a new era in India-US relations and sweeping
away previous diplomatic misunderstandings.

Whilst international relations with the democratic countries have improved, this has
not come at the detriment of relations with China and Russia. When Vladimir Putin
visited New Delhi in the middle of the Ukraine crisis, Narendra Modi reassured him that
Russia remains India's most important defence partner, and India has clearly stated
that it could not be part of any sanctions against Russia.

The trip of Narendra Modi in July 2015 to the five Central Asia republics before the Ufa
Summit allowed India to open more possibilities on energy supplies and made a
counterpoint to China’s inroads in the region.179

The two meetings between Prime Minister Modi and President Xi Jinping were
promising in terms of perspectives between the two countries. India has a two-sided
relationship with China: maintaining border disputes, and fears Beijing activism in both
the Indo-Pacific region and southern Asia (New Delhi's so-called 'sinophobia'); but
China is also India's second trade partner after the EU, and New Delhi is interested in
Chinese investment and technology transfer.

Relations with Islamabad have not been very productive. Indo-Pakistani tensions have
brought perspectives of cooperation in SAARC to a deadlock, to an extent that, to
enhance connectivity in the region, New Delhi is promoting a four-part 'Motor Vehicles
Agreement' with Bangladesh, Bhutan and Nepal, to be signed in 2015.180 Afghanistan
could prove dangerous terrain for confrontation between India and Pakistan, following
the withdrawal of NATO's ISAF. A possible 'proxy war' has been mentioned. A 2013 poll
showed an overwhelming majority of Indians perceive Pakistan as a threat to Indian
security, especially should terrorists from Pakistan launch attacks inside India, like the
Mumbai attacks in 2008.181 On 14 April 2015, the Intelligence Bureau issued an alert for
the city of Mumbai after the Railways Police Commissioner wrote to the Anti-Terrorism
Squad (ATS) warning of a likely strike by suicide terrorists based in Pakistan. Indo-
Pakistani cooperation in security issues is desirable, particularly with Islamic State now
present in South Asia.182 The meeting between the Prime Ministers of India and
Pakistan on 10 July 2015, on the sidelines of the Shanghai Cooperation Organisation
Summit in Ufa may pave the way for a new era of bilateral relations.

On relations with Brussels, EU-India negotiations for a BTIA started in 2007, and at
present there is no prospect of reaching a final agreement. Since 2012, no EU-India
Summit has been held and New Delhi continues to focus on cultivating privileged
relations with some EU Member States (France, Germany, UK). An EU-India Summit
could provide new impetus for bilateral relations. However the possibility of expanding
cooperation in fields of common interests could be explored regardless of advances in
trade and independently to the holding of a Summit.

Indian foreign policy is no longer guided by the idealism of the early years of
independence. India is now a pragmatic state on the way to gaining global status, not
constrained by democratic values or thoughts of alignment. In the electoral campaign,
Prime Minister Modi promised that he would extend the 'Gujarat growth model' to the

179 India's Modi sets sights on Central Asia, Mazumdaru S., Deutsche Welle, 7 July 2015.
180 Big, positive step in inter-country Saarc travel, 15 February 2015.
181 India Poll 2013, Lowy Institute for International Policy, 2013.
182 Islamic State Goes Official in South Asia, Rafiq A., The Diplomat, 4 February 2015.

http://www.dw.com/en/indias-modi-sets-sights-on-central-asia/a-18566797
http://www.daijiworld.com/news/news_disp.asp?n_id=297029
http://www.lowyinstitute.org/files/india_poll_2013_0.pdf
http://thediplomat.com/2015/02/islamic-state-goes-official-in-south-asia/
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whole of India. New Delhi's main concern is to restore economic growth in a country
which was recently recognised as the third largest economy in Purchasing Power Parity
(PPP)183 terms, after the US and China. A charismatic leader, low oil prices, and a young
labour pool are conditions that may allow India to continue this process. In
September 2014, Prime Minister Modi launched the 'Make in India' initiative,184 seeking
global international manufacturing hub status for India: the launch was preceded by
India's first successful mission to Mars,185 which made it the first Asian country to reach
the Red Planet.

To maintain a good pace of growth pace, India, the world's fourth largest consumer of
energy, must also prioritise energy security. This explains the need to keep good
relations with Moscow and India's accession to SCO, with its potential to develop
privileged relations with Central Asian republics. At the same time, the rising strategic
importance of the Indian Ocean – and the need to counter Chinese influence in the
region – oblige New Delhi to heighten security cooperation with Japan, Australia and
the US, and also to enhance its defence capabilities,186 which makes India – a country
striving to strengthen its industrial base, the world's top importer of military
equipment.187

Prime Minister Modi's style is also new, compared to previous Indian leaders. He uses
social media to communicate directly. He likes to welcome foreign leaders not only to
the capital, New Delhi, but also to his home state of Gujarat. When abroad, he holds
events with the Indian diaspora188 – 25 million people spread across the world, the
second largest diaspora after the Chinese – to increase his popularity.189

All this foreign relations activity – including his presence at G20 meetings, the BRICS
Summit and the East Asia Summit – should not distract from the major challenges that
Modi faces at home. He has succeeded in gaining Indians' trust on the issue of inter-
religious tensions, despite his background as a hard-line Hindu. This is an immense
asset to a country which hosts the world's second largest Muslim community, whose
rejection of fundamentalism has been recognised by the government.190

183 Purchasing Power Parities and Real Expenditures of World Economies. Summary of Results and
Findings of the 2011 International Comparison Program, World Bank, 2014.

184 'Make in India' for more 'made in India', D'Ambrogio E., EPRS, January 2015.
185 UPDATE 4-India triumphs in maiden Mars mission, sets record in space race, Kalra A., Reuters, 24

September 2014.
186 India is set to become the fourth biggest military spender in the world by 2020, surpassed only by the

US, Russia and China. India will be fourth biggest defence spender by 2020, Kumar V., The Hindu,
8 February 2013. According the 'India Poll 2013', 95% of people think that a strong military is 'Very
important' for India to achieve its foreign policy goals, and 76% believe that India should have the
most powerful navy in the Indian Ocean.

187 The Top 20 Arms Importers, 2010–2014, Stockholm International Peace Research Institute (SIPRI),
16 March 2015.

188 Narendra Modi urges the Indian diaspora to become an extension of foreign policy, Lakshmi R., The
Guardian, 2 March 2015.

189 On 28 September 2014 Modi addressed an audience of 18 000 people at Madison Square Garden in
New York. On 17 November 2014 16 000 people attended his speech at Allphones Arena in Sydney.
On 16 April 2015 Modi addressed a 10 000 audience at Ricoh Coliseum in Toronto.

190 Indian Muslims are patriots and not swayed by fundamentalist ideologies, says Rajnath Singh, DNA,
19 March 2015.
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Prime Minister Modi is still to achieve support for economic reform in the Parliament,
even though he holds a majority in the Lok Sabha. His plan to gain control of the states
to attain a majority in the Rajya Sabha foundered on 10 February 2015, when the BJP
party was heavily defeated (67-3) by the populist Aam Aadmi Party in the elections191

for the state's 70-seat assembly in New Delhi.

191 Delhi election verdict and the political economy of 'reforms', Kashwan P., Discover Society,
1 March 2015.
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'Build a strong, self-reliant and self-confident India':
that was the 2014 electoral promise of the Indian
Prime Minister Narendra Modi. He has not wasted
time, and has immediately started to work on
relations with New Delhi's immediate neighbours
and with the south-eastern partners through the new
'Act East' policy.

Major powers have showed a renewed interest in
India. But while relations with Washington and other
Western countries are promising, this has not come
at the detriment of New Delhi's traditional ties with
Moscow. A mix of mutual interest and
competitiveness characterises relations with China.
All this demonstrates how India's foreign policy is
guided by the pragmatism necessary to gain global
status. Now that Prime Minister Modi has gained trust
at international level, his next challenge is to
overcome internal resistance to the required major
economic reforms to make India a global
manufacturing hub.
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