Donald Trump, US president

e have taken the toughest-ever action to
crack down on China’s unfair trade actions
and trade abuses
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MERICA-CHINA RELATIONS ARE WITNESSING

CONFRONTATIONIST-COMPETITIVE SHIFT.

INDIA MUST PLAN TO TAKE ADVANTAGE OF}

friction” or a “trade

war” between the United
States and China. Rather, it
is becoming clear that the
US-China relations witness-
ing a power rivalry that is
very much deliberate, dif-
ferent from their usual Cold
War rivalry. The ramifica-
tions of this new rivalry
will affect every system,
sectors and countries in
some form or the other. This
is due to the structural link-
ages that the US and Chin-
ese economies enjoy with
the global financial and pol-
itical system. How should
India view and respond to
this growing power rivalry
between them?

India’s choices are plenty.
However, India must exer-
cise caution while respond-
ing to this tug-of-war. No
matter how institution-
alised the US-China rela-
tionship currently is and
how significant their eco-
nomic ties is for global eco-
nomic stability, their inten-
sifying trade conflict is like-
1y to strengthen further
New flashpoints are emerg-
ing, moving from economic
and security aspects to bal-
ance of power in times to
come

It 15 evident that the US-
China relationship will not
return to their “old status-
quo” immediately. Indeed, a
consensus seems to have
been arrived in Washington
policy circles that no matter
who reigns in the White

It is no more just “trade

TI-CHINESE MEASURES THE USA

IS INTERNATIONALISING

will not be seen as compro-
mising to its prime global
‘competitor’, China. The U-
S-China ties is wnnessmg a
shift to one that is more con-
frontationist-competitive
from a cooperative-competi-
tive post-Cold War China
policy. That means, India
must note that it is an
‘American war on China’
rather than ‘China’s Ame-
rica war’. India must plan
to take advantage of the

‘anti-Chinese’  measures
that the US is international-
ising through its current
trade war without making
an obvious anti-China pos-
ture in Indian foreign poli-
cy. A number of spheres of
influence are likely to
emerge to which India
should carefully aim to
position its leverage.

First, a new momentum
could be built in India-
China relations itself, main-
ly in the economic domain.
The Chinese leadership
should be made to realise
that China’s global rise is
not an exclusive phenome-
non, and should not be at
India’s expense as a region-
al and global partner.
Beijing must revisit its
arrogant approach towards
India. There are encourag-
ing signs already though,
with the Chinese Embassy
spokesperson Ji Rong stat-
ing that “China and India
need to deepen their cooper-
ation to fight trade protec-
tionism”. Though stated
multiple times now over the
last decade, it is yet to be
finalised on how to flght a
“trade protectionism” and a
range of economic issues,
from bilateral to multilater-
al, need to be discussed.
Both India and China
should should focus to
strengthen the Strategic

Financial Dialogue and the
India-China Joint Eco-
nomic_Group (JEG) meet-
ing. These dialogue must
bring global substance to
India-China relations.
Second, bilaterally, India
must aim to address the
trade imbalance between
the two countries. Already a
good momentum has start-
ed in India’s favour with
China reducing non-tariff
barriers on non-Basmati
rice, and also removing
import duties on anti-can-
cer pharmaceutical prod-
ucts. The issue, however,
should be attended keeping
in view that trade imbal-
ance might grow further
when India and China
emerge as de facto free
trade agreement (FTA) part-
ners post the Regional
Comprehensive Economic
Partnership (RCEP) negoti-
ation. Multilaterally, India
needs a concentrated dia-
logue with China to have a
better interaction within
the framework of emerging
economies. The American
allegation against Beijing
might be that China is tak-
ing undue advantage of the
global governance structure
as a developing economy
while its economy has sub-
stantially developed. For
India however it makes
sense to treat China as a
developing economy part-
ner to serve its interests
from climate change to
reforming the global finan-
cial institutions. Besides,
the India-China multilater-
al interaction in financial
institutions has grown post-
BRICS formulation, partic-
ularly with the emergence
of New Development Bank
(NDB) and Asia Infrastr-
ucture Investment Bank
(AIIB). Still, the emerging

Donald Trump has

imposed tariffs worth
billion on China
imports.

About half of Chinese
imports to the US have
an additional 10% duty,
while China so far,
retaliated with tariffs
on US goods worth

billion.

The International
Monetary Fund has cut
its global economic
growth forecast for 2018
and 2019 to 3.7% based

on US-China trade war’s
impact on emerging
markets.

space in the classical
Bretton Woods institutions,
in terms of better represen-
tation and securing better
voting rights. India needs to
strike a deal with China on
this.

Third, Trump’s trade war
with China is not all about
tariffs, or aluminium, cars
or steel products. It is con-
nected to a range of other
issues relating to China’s
ever-growing linkages with
the global supply chain and
governance structure. The
real US target is, therefore,
to soften China’s attitude
towards global accountabil-
ity, transparency and remo-
ve barriers for foreign com-
pames competing with Chi-
na’s domestic market. The
eventual aim is to check the
Chinese technologlcal adva-
ncement through “Made in
China 2025”, which would
primarily threaten US
supremacy in technology
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To remove barriers for foreign
companies competing with China’s
domestic market.

To check the Chinese technological
advancement through “Made in
China 2025.

‘Made in China 2025’ is an amb
tious state led industrial policy initia-
tive launched in 2015, which seeks to
gain dominance in global high tech
manufacturing. The aim is to reduce
its dependence on foreign technolo-
gy, promote domestic manufacturers
and play a major role in global trade.
It has identified about %
ten areas such as next |

generation IT and telecommunica-
tions, advanced robotics, artificial
intelligence, aerospace engineering
and electric cars among others. The
US view these move as a long-term
threat to both its trade and security
interest.

To disrupt the progress of the Belt
and Road Initiative (BRI) execution.

The BRI is an ambitious effort to
improve regional cooperation and
connectivity on a trans-continental
scale. The initiative aims to strength-
en infrastructure, trade, and
investment links between China an
some 65 other countries that
account collectively for over 30 per
cent of global GDP, 62 per cent of
population, and 75 per cent of
known energy reserves.

WHAT INDIA MUST AIM TO DO
Make the Chinese leadership realise that
China’s global rise is not an exclusive phenome-
non, and should not be at India’s expense.
Address the trade imbalance between the two

countries.

Strengthen anti-China measures globally that
is threatening Indian interests.

India-China Bilateral Trade Over 10 Years

Year Import
2007-08  $27.1 billion
2008-09  $32.5 billion
2009-10  $30.8 billion
2010-11  $43.5 billion
201112 $553 billion
201213 $52.2 billion
2013-14  $51 billion
2014-15 $60.4 billion
2015-16  $61.7 billion
2016-17 $61.3 billion
2017-18* _ $63.2 billion

Thus, the Chinese would be
searching for new markets,
including India, to sustain
their “Made in China 2025”
campaign. Though every
Chinese technological prod-
uct comes with the baggage
of Beijing being a ‘suspect’
power in the Indian market,
there are softer technologi-

Deficit Export
$16.2 billion  $10.9 billion
$23.1 billion  $9.4 billion
$19.2 billion  $11.6 billion
$29.3 billion  $14.2 billion
$37.2 billion  $18.1 billion
$38.7 billion ..
$36.2 billion  $14.8 billion
$48.5 billion  $11.9 billion
$52.7 billion $9 billion
$51.1 billion  $10.2 billion
$52.9 billion _$10.3 billion

il 2017- January 2018

possible. Advanced railway
equipment, new-energy sav-
ing vehicles, agricultural
machinery, bio-medicine
and high-performance med-
ical devices are products
that India could import
from China to start with.
Fourth, India also equally
needs to strengthen anti-

that is threatening Indian
interests. India could expe-
dite regional and global
understanding on pressing
issues like connectivity and
investment infrastructure
with the US and other part-
ners such as Japan to bal-
ance out China’s outreach,
mainly arising from its Belt

and Road Initiative (BRI).

Strong global  activism
required  to  question
China’s  non-transparent

project_executions across
the Indian Ocean Region
(IOR) and beyond, mainly in
Africa. The African world
needs to be taken into
greater confidence by pow-
ers such as India, the US
and Japan for which a
greater coordination is
required. A proposition like
the Asia-Africa Growth
Corridor (AAGC) between
India and Japan should be
nurtured. Trump’s National
Security Strategy (NSS)

US-CHINA TUG-OF-WAR

sionist’ power has much
subtext. The Americans are
aware that if BRI succeeds,
it will not only strengthen
the Chinese economy but
also amplify the rule of the
Communist Party of China
(CPC). Therefore, one of the
main  intents  behind
Trump’s trade conflict is to
disrupt the progress of the
BRI execution. This must
encourage India to better
posture itself in the Indo-
Pacific coalition and protect
its commercial and strate-
gic interests wuhout antag-
onising Chin:

oving away from non-
alignment has been prudent
for India, enabling it to take
advantage of both the
American led “Washington
consensus” and the Chinese
led “Beijing consensus”.
India must, however, realise
is that the US is not only in
a dispute with China, but
with its alliance partners as
well,  including  the
European Union, Mexico,
Russia and Canada. This
must impart India to not
put all its eggs in the same
basket but widen its eco-
nomic trade linkages.
India’s recent decision to go
ahead with Moscow on the
S-400 deal despite US pres-
sure through CAATSA sig-
nifies the ripeness of
India’s pluralistic foreign
policy. New Delhi’s associa-
tion with both Russia and
China within and outside
the SCO structure needs to
be strengthened and diver-
sified. India needs to see its
cooperation with the EU in
new light. In brief, the US-
China ongoing rivalry is
largely a post-Cold war
inheritance: China is trying
to establish a new interna-
tional system while the
United States wants to pre-
serve its supremacy over
both the international sys-
tem and the global order. It
is time for India to not just
look beyond the US-China
prism, but act on strength-
ening that stance.

Dr. Jagannath Panda is a
Fellow with the Institute
for Defence Studies and
Analyses (IDSA), New
Delhi. He is also the Centre
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India must evolve better relations with democratic states

Sandeep

Gopalan

commercial relations, peace, and
prosperity for our region has
assumed a renewed importance in
recent years with the escalation in
competition between two dyads of
states: India-China and China-US.

For too long the Indian Ocean has
been an afterthought in geopolitics as
other theatres presented more clear
danger to the strategic interests of the
great powers. Over the last two
decades, the Indian Ocean is gaining
recognition as the key to peace in the
Asian Century — over 60 per cent of
the world’s oil trade follows through
the Indian Ocean and it hosts some of
the most populous countries on the
planet. To be sure, there has been more
talk than action — the vastness of the
region, the fragmented nature of state
interests, and limitations of capability
are all inhibiting factors for drastic
changc

Recent actions by the US and China
may be altering that status quo. China
has been rapidly expanding its mar-
itime capability beyond its immediate
neighbourhood to project power into
the Indian Ocean. It has opened or is
planning to open bases in Djibouti,
Gwadar (Pakistan), Hambantota (Sri
Lanka), Chittagong (Bangladesh), and
Tanzania.

Clearly, China’s plans must incorpo-
rate military power beyond the build-
ing of naval bases in the guise of
“logistics” or “commercial” facilities
— any naval force has to be supported
by substantial air force assets. In addi-
tion, China’s undersea capabilities are
vastly inferior to that of the US cur-
rently — these would need to be
enhanced substantially before engag-
ing in a conflict in the Indian Ocean.

The Indian Ocean’s vital role for

The Indian Ocean is gaining recognition as the key to peace in the Asian Century.

China’s increasing militarisation of
the Indian Ocean is no accident; its
trade interests and energy security
needs are dependent on sea lines being
open.

In turn India has sought to bolster its
position in the Indian Ocean securing
footholds in Dugm (Oman), Seychelles,
Singapore, Chabahar (Iran),
Madagascar, Mald-ives, and Myanmar.

And the dominant superpower, the
US, has bases in Diego Garcia and
Bahrain, in addition to significant mil-
itary assets in the Middle East more
broadly. In recent years, the US has
grown wary of China’s escalation in
the Indian Ocean. For instance, the
2017 National Security Strategy notes,

the Indian Ocean — escalating the
threat of conflict and increasing the
vulnerability of smaller countries.
These international rivalries are also
complicating domestic politics in some
countries as political actors are used as
pawns to advance geopolitical inter-
ests. Maldives is a recent example.
Amidst these developments, it must be
recognised that the interests of the US
and China in the Indian Ocean are not
intrinsic — it is largely instrumental.
Both see the Indian Ocean as a vital
line of communication necessary to
advance economic and strategic inter-
ests.

However, Indian Ocean states do not
have to be limited to the prism of

“China is using
and penalties, influence operations,
and implied military threats to per-
suade other states to heed its political
and security agenda.” Despite the talk,
US involvement in the Indian Ocean
does not live up to its billing — it
appears content to ally with India
rather than investing in building infra-
structure of its own to rival China.
Saudi Arabia, the UAE, Pakistan, and
Iran are also engaged in m)lltarlsmg

instr They share links that
go back over two thousand years.
Archaeological evidence, for instance,
shows commercial links between Sri
Lanka and India — discoveries show
trade between kingdoms on the
Coromandel coast and Anuradhapura.
There is evidence of trade connecting
India with the Arabs and the Romans.
It is noteworthy that ancient traders
could connect Palmyra, Muziris, and
other distant locales divided by lan-

guage, culture, and religion by over-
coming crippling communications and
transport challenges. Their ingenuity
has not been transferred down the cen-
turies — for instance, India’s modern
trade with Indian Ocean states is triv-
ial relative to the opportunity.

Recall that these ancient traders did
not have the rule of law. They had to
rely on customs, overcome problems of
translation, and more fundamentally
trust their counterparts. They must
have evolved shared norms for cooper-
ation. Unlike the western lex mercato-
ria, we know little about these norms
that connected Indian Ocean peoples.

day, we don’t have to rely on cus-
toms or on the goodwill of hosts to
build better commercial relationships.
We have a rules-based order — but it
still needs work. In Shakespeare's
Pericles, Prince of Tyre, Act 2, Scene 1,
three fishermen are having a discus-
sion, and Fisherman 3 says, “Master, I
marvel how the fishes live in the sea.”
The First Fisherman replies, “Why, as
men do a-land; the great ones eat up the
little ones: I can compare our rich
misers to nothing so fitly as to a whale;
a’ plays and tumbles, driving the poor

fry before him, and at last devours the-
m all at a mouthful: such whales have I
heard on o’ the land, who never leave
gaping till they've swallowed the whole
parish, church, steeple, bells, and all.”

These words could apply equally to
modern Indian Ocean affairs. Rules are
necessary to ensure that the “great
ones” don’t ju-st “eat up the little ones.”
The rules are necessary to ensure free-
dom of navigation because without it
there is no trade or energy security. Sri
Lanka PM Ranil Wickremesinghe
must be commended for his initiative
in seeking to develop a code of conduct
for the Indian Ocean.

Second, Indian Ocean states must
build trust. Indian Ocean issues tran-
scend the individual capabilities of
any country. Climate change, pollution,
exploitative resource extraction hurt
all states. Maritime terrorism, human
trafficking, money laundering, and
corruption transcend borders and
threaten peace everywhere. These
issues can only be tackled by states
working together — beyond instru-
mentalism, invoking historical ties
that can be modernised.

Third, Indian Ocean cooperation
must go beyo-nd states into sub-govern-
ment institutions, creating constituen-
cies for cooperation. For instance, edu-
cational links between universities in
the Indian Ocean are poor.
Governments could harmonise credit
recognition systems and fund scholar-
ships for Indian Ocean students to pur-
sue short-term study opportunities
across the region. Australia’s New
Colombo Plan offers a model.

To conclude, if pres-
ent trends contin-
ue, the militari-
sation of the
Indian
Ocean
will
only

increase. China’s escalation will
prompt responses from the US and
India. A-nd China’s si-gnificant d-
eficits relative to the US will mean that
it will have to continue to invest sub-
stantially both to protect its new invest-
ments and to attain parity. Given its
significant asymmetry relative to both
China and the US, India’s posture can
only be to put China’s assets at risk in
the event of conflict rather than attain-
ing dominance. Its most pragmatic
strategy would be to dump anachronis-
tic_colonial hangover policies and
embrace democratic states such as the
US and Australia as closer security
partners. Coevally, India’s foreign poli-
cy doctrine must evolve to better rela-
tionships with democratic states by
shedding baggage and mimicking
China’s commercial approach. India
can help build democratic institutions,
and enhance educational, cultural, and
sporting capabilities. These ties are
more efficient and endure longer than
belts and roads.
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