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Preface

The geopolitical landscape of the 21st century is increasingly defined by the

intricate interplay of global powers and regional dynamics. Among the most

consequential relationships shaping our contemporary world is the strategic

triangle involving the United States, China, and South Asia. “Strategic

Rebalancing: China and US Engagement with South Asia” delves into this

complex nexus, offering a comprehensive analysis of how China’s rise

influences American policies and strategic decisions in the South Asian

context.

South Asia, with its burgeoning economies, demographic weight, and

strategic maritime corridors, stands at the crossroads of significant geopolitical

interests. The United States, with its longstanding interest in the region,

finds its traditional approaches challenged and reshaped by China’s expanding

influence. Beijing’s ambitious Belt and Road Initiative, robust economic

partnerships, and strategic investments in infrastructure and military

capabilities present both opportunities and challenges for American

engagement in South Asia.

This book explores these dynamics through a multi-faceted lens,

examining historical precedents, economic interdependencies, security

considerations, and diplomatic manoeuvres. By providing a detailed account

of China’s role as a critical factor in the US-South Asia engagement, this

work aims to enhance our understanding of the broader geopolitical

implications and the shifting balance of power in the region.

The impetus for this book arises from a recognition of the need for a

nuanced and informed perspective on the triangular interactions between

the US, China, and South Asia. Policymakers, scholars, and strategic analysts

will find this work an invaluable resource for navigating the complexities of
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this evolving geopolitical environment. Through rigorous analysis and

thoughtful insights, the book hopes to contribute to the ongoing discourse

on how the United States can effectively engage with South Asia in the face

of China’s growing presence and influence.

I am reminded of the adage that the only constant in international

relations is change. As we explore the shifting dynamics of power and influence

in South Asia, it is my hope that this book will serve as a guide for

understanding and navigating the intricate web of relationships that define

our world today.

ANAND KUMAR
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CHAPTER 1

Introduction

The emergence of China as a major world power has prompted the United

States to reassess its global security interests, including its engagement in

South Asia. China’s rapid economic growth, expanding military capabilities,

assertive behaviour in the region, and growing influence are seen by the US

as potential challenges to its own strategic interests and regional stability.

Since the end of the Second World War, the US’s engagement in South

Asia has undergone changes in response to evolving geopolitical dynamics

in the region and the global landscape. During the Cold War, the US sought

allies and partners to counter the Soviet Union, which led to a closer

relationship with Pakistan. Pakistan leveraged its alliance with the US to

balance against India, albeit with a subordinate status. During this period,

China, which began as a rival of the US, later became a partner of the US

along with Pakistan to counterbalance the Soviet Union. After the end of

the Cold War, the US became increasingly concerned about the nuclearization

of the South Asian subcontinent due to its implications for global security.

Though this nuclearization was a result of China’s connivance with Pakistan

and US indifference towards Pakistani efforts to acquire nuclear weapons.

With the onset of the twenty-first century, the US found itself compelled

to increase its engagement with South Asia following the tragic events of the

9/11 attacks and the increasing influence of China in the Indo-Pacific region.

The aftermath of 9/11 prompted a significant shift in US foreign policy

towards the South Asian region, which had long been grappling with

terrorism. This pivotal event necessitated US involvement in counterterrorism
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efforts within the Afghanistan-Pakistan (Af-Pak) region. By collaborating

with countries such as Pakistan and Afghanistan, the US aimed to combat

terrorist organizations and promote stability in the area. However, despite

substantial investments of resources and personnel, Pakistan’s inconsistent

actions posed challenges and hindered the progress of US counterterrorism

efforts.

The US also faced the growing assertion of China in the Pacific and

Indian Ocean. The US has been a dominant Pacific power. Moreover, it has

important military assets and treaty commitments in East Asia and the

Western Pacific. However, China’s expansionist ambitions have raised

concerns among US allies, as it has asserted expansive territorial claims in

the region. With China emerging as the world’s largest trading nation and a

major economic power, its core interests have extended into the Indian Ocean.

China has bolstered its presence in the region, establishing a military base in

Djibouti and gaining control of a port in Sri Lanka. These developments

have fueled unease among both India and the US regarding Chinese

intentions. The rise of a more assertive China presents a substantial challenge,

prompting the US to prioritize the Indo-Pacific region in its strategic agenda.

Recognizing the significant geopolitical developments in the Indo-Pacific,

the US shifted its strategic focus to the region, and its Indo-Pacific strategy

aims to counterbalance China’s influence and uphold a free and open order

in the region. Consequently, the US has intensified its engagement with

South Asian countries, particularly India, as a key partner in this approach.

It seeks to maintain a favourable balance of power to prevent China from

becoming overly dominant.

China has used it’s the Belt and Road Initiative (BRI) projects to expand

its influence in South Asia. It has also leveraged its expanding military-

industrial complex to support and arm its allies so that Chinese overseas

interests could be protected. Beijing seeks a new form of ‘Great Power

Relations’ with the US, urging recognition of its primacy in Asia. On the

other hand, the US now seeks to persuade South Asian nations to diversify

their economic partnerships beyond China. It encourages them to engage

with various partners, including the US, so that their dependence on China

could be reduced and a more balanced economic engagement could be

fostered.
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This book argues that historically, US interests in South Asia have been

subservient to its broader global objectives. Initially, American policymakers

viewed South Asia as strategically significant for maintaining control over

Gulf oil reserves and for containing the Soviet Union and China. However,

with the nuclearization of the Indian subcontinent, South Asia became a

crucial component of the global security agenda. Subsequently, the tragic

events of 9/11 propelled the US into a prolonged engagement with the region,

as combating terrorism became its foremost priority. Now, amidst the

emergence of China as an assertive global power, containing its rise has

become the primary focus of the US foreign policy. Consequently, the US’s

strategic attention is shifting towards the Indo-Pacific region and South Asia

has once again become a tool in its effort to maintain a balance of power in

its favour in the region.

Dynamic Interplay: China, the US, and South Asia

The relationship between China, the US, and South Asia holds significant

implications for global politics and security dynamics due to several reasons.

South Asia is strategically located at the crossroads of major global trade

routes, making it crucial for regional stability and economic prosperity. Its

geopolitical significance is further amplified by its proximity to the Indian

Ocean, a vital maritime corridor for global commerce. As such, any

developments in South Asia have far-reaching consequences for international

trade and security.

China’s rapid economic ascent and expanding influence in South Asia

has altered the traditional power dynamics in the region. With its ambitious

BRI, China has invested heavily in infrastructure projects across South Asia,

enhancing connectivity and economic ties. This has enabled China to assert

itself as a major player in the region, challenging the influence traditionally

held by the US and other Western powers.

South Asia is beset by myriad security challenges, including nuclear

proliferation, terrorism, and regional conflicts. The presence of nuclear-armed

states such as India and Pakistan, coupled with longstanding territorial

disputes, adds a layer of complexity to the security landscape. China’s

involvement in South Asia, particularly its close relationship with Pakistan
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and its military expansion in the Indian Ocean, has further exacerbated

regional tensions and raised concerns among US and Indian policymakers

about stability and security.

The strategic competition between China and the US for influence in

South Asia has become increasingly pronounced. Both powers seek to cultivate

closer ties with countries in the region to advance their geopolitical interests

and secure access to key resources. This competition manifests in various

forms, including economic assistance, military cooperation, and diplomatic

initiatives, and has the potential to shape the future trajectory of South Asian

politics.

Understanding the dynamics of the relationship between China, the

US, and South Asia is therefore imperative to grasp the broader shifts in

global power dynamics and security architecture. It provides insights into

the evolving strategic calculations of major powers, the drivers of regional

conflict and cooperation, and the potential risks and opportunities for

international stability. Moreover, given the interconnected nature of today’s

world, developments in South Asia have ripple effects that extend far beyond

the region, underscoring the importance of a comprehensive understanding

of these dynamics for policymakers and analysts alike.

Research Questions and Objectives

This book delves into the intricate relationship between China’s rise and US

engagement with South Asia, addressing several key questions. First, it

explores how China’s rise as a major power has influenced US involvement

in South Asia. Additionally, it investigates the significance of South Asia in

the broader strategic calculations of the US. Finally, it examines how evolving

geopolitical dynamics shape American strategies in the region.

The research examines the historical evolution of US engagement in

South Asia, analysing pivotal events and policy decisions that have shaped

its approach over time. It seeks to analyse the evolution of US interests in

the region, particularly in response to shifts in global geopolitics and the

emergence of China as a major player.

This study identifies and analyses specific strategic interests of the US in

South Asia, evaluating the extent to which these interests have been influenced
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by China’s presence and actions. It investigates security dynamics in South

Asia, focusing on nuclear proliferation, terrorism, and regional conflicts.

The research critically assesses the US role in addressing these challenges

and its interactions with China in this context.

Moreover, the study meticulously examines economic interactions

between the US, South Asia, and China, including trade relations, investment

flows, and infrastructure projects. It explores how economic factors shape

US engagement and responses to China’s initiatives like the BRI.

Furthermore, the research rigorously analyses military cooperation and

competition between the US, South Asia, and China, assessing implications

for regional stability and US-China strategic competition. Diplomatic

relations between the US, South Asian countries, and China are evaluated,

including diplomatic initiatives, alliances, and multilateral forums. The study

analyses the role of diplomacy amidst growing Chinese influence.

Lastly, the research meticulously investigates responses of South Asian

countries to US engagement and China’s presence, examining how they

navigate relationships with both powers and the implications for regional

dynamics.

Theoretical Framework

The theoretical framework guiding this analysis will draw from a combination

of realism and constructivism. Realism will provide insights into the power

dynamics and strategic interests driving the interactions between China, the

US, and South Asia. Meanwhile, constructivism will illuminate the role of

norms, identities, and perceptions in shaping the evolving relationships

among these actors. By integrating these theoretical perspectives, we aim to

offer a nuanced understanding of the complex dynamics at play in this

geopolitical region.

The concept of balance of power has also been prominently used in the

study as the world is now witnessing a reemergence of the great power

competition. In this great power competition both China and the US are

trying to keep the balance of power in the Indo-Pacific in their favour. States

generally engage in two primary types of balancing to safeguard their security.

The first is known as ‘internal balancing,’ which involves a state’s efforts to
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increase its relative power through various means. This includes strengthening

its military capabilities, promoting economic growth, and implementing

policies that enhance its overall power in relation to other nations.

The second type is called ‘external balancing,’ which aims to increase a

state’s relative power by forming alliances with other nations against a

common perceived threat. This approach recognizes the inherent uncertainty

in international politics, where today’s ally could become tomorrow’s

competitor, leading states to adopt a more dynamic strategy by combining

both internal and external balancing methods.

In essence, states recognize the anarchic nature of world politics and

understand that their security cannot solely rely on alliances, as the interests

of allies may change over time. Consequently, they adopt a pragmatic

approach, combining internal efforts to strengthen their own capabilities

with external efforts to build cooperative alliances, thus ensuring a more

comprehensive and flexible security stance.

With the rise of great-power politics in the Indo-Pacific region, the major

powers in the area are actively pursuing internal balancing strategies to bolster

their relative power and security. Beijing’s foreign policy, characterized by its

projection of power, has motivated other major players to focus on enhancing

their military capabilities, strengthening their economic prowess, and making

strategic decisions that provide them with a competitive edge. This dynamic

power competition has led to significant increases in defense spending and

military upgrades in countries like Australia and Japan.

Geo-political setting of the South Asia Region

The geopolitical setting of the South Asia region is characterized by a complex

interplay of various factors. India, as the largest and most populous country

in South Asia, plays a central role in the region’s geopolitics. Its size, growing

economy, military capabilities, and political influence contribute to shaping

the dynamics of the region.

The colonial legacy of British imperialism has left an indelible mark on

South Asia, shaping its contemporary borders and political landscape. Many

of the region’s states were once a part of the British colonial empire, and the

term ‘South Asia’ itself emerged in the post-colonial era. Ongoing disputes,
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such as the longstanding rivalry between India and Pakistan over Kashmir,

continue to shape regional alliances, security policies, and military strategies,

often leading to tensions and sporadic conflicts.

South Asia, as a region is characterized by its fractious nature. South

Asian nations have connections with neighbouring regions, and the region

exhibits significant influences of religious and ethnic factors. It is home to

indigenous religions as well as those that arrived from outside. Ethnic overlaps

and connections, such as Pashtoon, Baloch, and Tamil communities, are

prevalent in the region.

South Asia has witnessed various internal conflicts and the rise of extremist

groups, posing security challenges within and beyond the region. These

conflicts have shaped the geopolitical landscape and regional security

dynamics. Wars have taken place between India and Pakistan. Violence has

been witnessed in the ongoing conflict in Afghanistan since 1979.1 The

Pakistan Army committed serious atrocities during the liberation war of

Bangladesh. The region has also seen emergence of various separatist and

terrorist movements, such as Sikh separatism, the Sri Lanka Tamil issue,

Maoist issues in Nepal and India, insurgencies in northeastern India and

Jammu and Kashmir, the Taliban insurgency, and the Baloch issue. However,

the overall level of violence in South Asia due to insurgencies and terrorism

is currently decreasing.

The ongoing instability in Afghanistan carries profound implications

for the region’s geopolitics, as the withdrawal of US forces and the resurgence

of the Taliban raise uncertainties and potential security challenges for

neighbouring countries.2 Both India and Pakistan have vested interests in

shaping Afghanistan’s future, with India seeking regional stability and Pakistan

aiming to secure strategic depth in the country.

The countries in South Asia are asymmetric in size, with India being

significantly larger than all other countries in the region combined. India is

also the only country that shares a geographical border with all other South

Asian countries and occupies a central position, enhancing its geopolitical

significance. Smaller countries in the region often feel the weight of this

asymmetry and seek means to balance their larger neighbour.

South Asia hosts several regional organizations, notably the South Asian



8 o Strategic Rebalancing: China and US Engagement with South Asia

Association for Regional Cooperation (SAARC). However, these institutions

encounter significant hurdles in achieving substantial regional integration

and cooperation, largely due to political discord and bilateral disputes among

member states.3 Limited interconnectivity, restricted regional trade, and

minimal people-to-people contact further hinder progress, compounded by

a general lack of mutual trust among South Asian nations.

Pakistan’s historical role as a counterbalance to India’s dominance was

diminished with the separation of Bangladesh in 1971, prompting Pakistan

to pursue nuclear weapons as a means of restoring strategic equilibrium.

Unlike ASEAN and the European Union, where shared security perceptions

prevail, South Asian nations often perceive threats emerging from within

the region itself. India has endeavoured to address disputes with its smaller

neighbours through bilateral negotiations. Yet these nations occasionally seek

mediation from multilateral institutions or extra-regional powers, leveraging

external intervention to bolster their positions.

The Indian Ocean plays a pivotal role in South Asia’s geopolitics, with

major powers like India, China, and the US vying for influence and control

over sea routes, ports, and trade networks. This competition carries far-

reaching implications for security, energy transportation, and trade dynamics

in the region.4

Security dynamics in South Asia are intricate, with India assessing its

position vis-à-vis China while Pakistan evaluates itself in comparison to India.

China’s emergence as a significant player in South Asia further complicates

the security equation, with smaller nations sometimes leveraging the ‘China

card’ to counterbalance India’s influence.5 China’s BRI has substantially

expanded its economic footprint in the region, sparking concerns in India

and engendering a complex dynamic involving China, India, and other South

Asian countries.

Prospects for a substantial improvement in India-Pakistan relations

remain bleak in the short term, as the Pakistan army benefits from

perpetuating adversarial ties with India to justify its existence and influence

domestically. Strategically, China has positioned itself to advance its own

interests in South Asia, with Pakistan increasingly reliant on Chinese support

and perceived as more amenable to Chinese influence.
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India faces formidable challenges in competing with China due to a

widening military and economic gap between the two countries.6 Despite

starting from similar points, China has outpaced India in several key areas,

exacerbating India’s struggle to match China’s assertiveness and influence in

the region.7 While some South Asian nations may seek to balance their

relationships, there is a growing trend of pursuing closer diplomatic and

economic ties with China, often on terms dictated by Beijing.

South Asia’s Significance in Global Geopolitics

South Asia holds significant strategic importance for various reasons. It is

strategically located, serving as a crucial bridge between the Middle East,

Central Asia, and the Indo-Pacific region. It is adjacent to vital sea lines of

communication, such as the Strait of Malacca, through which a significant

amount of global trade flows. Control over these sea routes provides access

to important markets and resources.

The region’s proximity to the Middle East, a major energy-producing

region, makes it a vital transit route for energy resources. The transportation

of oil and natural gas from the Middle East to energy-consuming countries

in the Indo-Pacific region, including China, Japan, and South Korea, relies

on the stability and security of South Asian countries.

Moreover, South Asia shares borders with China and Central Asia. These

regions can gain access to the Indian Ocean through Afghanistan, Iran,

Pakistan, or even Myanmar via the Irrawaddy Corridor. For landlocked

countries in Central Asia and parts of China, the Indian Ocean offers a

shorter and more convenient route for trade and maritime access compared

to the South China Sea.

Economically, South Asia is experiencing notable growth, driven by the

emergence of robust middle-class consumers in nations like India and

Bangladesh. This burgeoning consumer base has attracted significant interest

from external actors keen on tapping into the region’s economic potential.

As South Asian economies continue to mature, they offer lucrative prospects

for trade, investment, and broader economic collaboration on the global

stage.

However, South Asia’s geopolitical landscape is also shaped by the
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presence of nuclear powers, namely India and Pakistan, embroiled in a

longstanding and tense rivalry centered on the Kashmir dispute. Both

countries possess nuclear weapons and have been engaged in an arms race,

developing long-range ballistic missiles. While there have been no indications

of intentions to use these weapons beyond their regional context, the presence

of nuclear capabilities adds to the strategic complexities and concerns in

South Asia.

Recent Geo-Political Shifts in South Asia

In recent years, South Asia has witnessed significant geopolitical shifts,

reshaping the dynamics of the region. Following the US withdrawal from

Afghanistan, the strategic importance of the Afghanistan-Pakistan (Af-Pak)

region has dwindled in the eyes of the West, leading to diminished interest

from Western powers. This withdrawal has strained the already fragile

relationship between Afghanistan and Pakistan, marked by border disputes

and allegations of cross-border terrorism.

Pakistan’s strategic significance has also waned, as its relevance was

previously bolstered by its role in US military operations against the Taliban.

Pakistan used the Afghan card not only to remain strategically important to

the US but also to ensure parity with India in the US South Asia policy.8

However, Pakistan is now concerned about its decreasing strategic relevance

and perceives the US as using it.

Pakistan has become increasingly reliant on China. The situation has

worsened after its economic downslide. The two countries have deepened

their economic and strategic ties, with China investing heavily in Pakistan’s

infrastructure and economic projects.9 China also views Afghanistan as an

opportunity for economic engagement, further strengthening its relationship

with both Pakistan and Afghanistan.

In contrast, India has pursued a ‘neighbourhood first policy,’ actively

engaging with its neighbouring countries, except Pakistan, to enhance regional

cooperation and connectivity.10 India has made efforts to resolve land and

maritime border disputes with Bangladesh, resulting in improved relations

and growing trade between the two countries. People-to-people contacts

have also intensified.
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India’s strategic focus has also shifted eastward, as it seeks to enhance

connectivity with Southeast Asian nations through Myanmar.11 Northeast

India presents a geostrategic opportunity for India to enhance its connectivity

with Southeast Asian countries. This move aligns with India’s Act East Policy,

which aims to strengthen economic and strategic ties with Southeast Asian

nations.

India’s sustained economic growth has further bolstered its regional

influence, attracting foreign investment and facilitating trade opportunities.

This economic prowess allows India to pursue its national interests, including

investments in infrastructure and military capabilities, thereby enhancing

its strategic position in South Asia and beyond.

However, there is a growing competition for influence and control of

the Indian Ocean, with countries like India, China, Pakistan, and the US

vying for strategic advantages. The Chinese People’s Liberation Army Navy

(PLAN) has expanded its naval capabilities and presence in the region,

although the US still maintains superior capabilities. India, recognizing the

need to counter Chinese expansionism, has also been bolstering its maritime

forces. It has acquired nuclear-powered submarines.

China’s increasing presence in the Indian Ocean is partly driven by the

need to protect its vulnerable energy supply lines. It has been expanding its

maritime activities and establishing military bases in the Indian Ocean Region

(IOR), such as in Djibouti. This presence allows China to project power,

safeguard its interests, and potentially challenge the influence of other

countries, including India.

China has taken several initiatives to improve its position in South Asia.

It is also keen to address its ‘Malacca Dilemma,’ which is described as the

threat of a naval blockade of vital Chinese sea lines of communication in the

Indian Ocean. The China-Pakistan Economic Corridor (CPEC), a part of

the BRI, aims to enhance connectivity between China and Pakistan. While

facing challenges, the completion of CPEC could benefit Pakistan and

potentially address China’s ‘Malacca dilemma’ by providing an alternate route

for its energy imports.

Despite their strategic competition, India and China have engaged in

various ways, including expanding bilateral trade and pursuing diplomatic
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dialogues. According to Chinese customs data, India’s bilateral trade with

China reached a record high of $135.98 billion in 2022. However, this growth

has also led to increasing trade deficits for India, surpassing $100 billion for

the first time.12 Both nations have demonstrated maturity in managing their

differences, while also acknowledging the importance of maintaining

cooperation.

However, there are growing concerns about China’s increasingly assertive

actions. China has been establishing its own regional organizations and

initiatives that bypass involvement from the US. Through platforms like the

Shanghai Cooperation Organisation (SCO) and the Asian Infrastructure

Investment Bank (AIIB), China has significantly bolstered its influence in

Central Asia and offers borrowing opportunities for South Asian nations.

These initiatives potentially constrain India’s strategic options and influence

in the region.

However, India is also making its own efforts to counter Chinese

influence. In response to China’s growing presence, India has been leveraging

its soft power while also bolstering its relationships with neighbouring

countries like Bangladesh, Maldives, Sri Lanka, and Nepal. To exert pressure

on China, India has been forging closer partnerships with countries and

entities in proximity to China, such as Japan, Vietnam, ASEAN, and

BIMSTEC. Moreover, India is actively modernizing its military capabilities

and acquiring advanced weapons systems.

India’s neighbours, while recognizing the need to maintain relationships

with India, also seek to hedge their strategic bets by engaging with China.

While India’s soft power and historical ties provide influence in the region,

China’s self-interested activities and growing assertiveness are becoming

sources of concern for some countries.

India’s Growing Concern About China

India’s apprehensions regarding China’s expanding influence in South Asia

have grown significantly, particularly due to China’s deepening ties with

Pakistan. China has not openly supported Pakistan in past conflicts with

India, such as the wars in 1965, 1971, and the Kargil incursion in 1999.

However, Pakistan has increasingly leaned towards China hoping that the
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latter will invest in its infrastructure and limited alternatives. China’s efforts

to strengthen relationships with other South Asian nations have also raised

concerns in India.

In addition to maritime competition in the Indian Ocean, India and

China grapple with an unresolved border and territorial dispute. Spanning

3,440 kilometers (2,100 miles), the disputed border is characterized by rugged

terrain, including rivers, lakes, and snow-covered peaks, making it susceptible

to shifting demarcation lines. This ambiguity has led to frequent face-to-

face encounters and standoffs between soldiers at various points along the

border. Both countries are also engaged in a race to develop infrastructure

along this contested Line of Actual Control.13

The persistent border issue has resulted in intermittent tensions and

military standoffs between India and China, complicating their strategic

relationship. Moreover, China’s close alliance with Pakistan raises the specter

of a potential two-front conflict for India, further exacerbating security

concerns in the region.

Even with the resolution of their territorial dispute, China and India are

likely to maintain a competitive relationship within the Asia-Pacific region.

Beyond territorial issues, several other factors contribute to the strained and

uneasy nature of their relationship.14 These include China’s alliances with

India’s South Asian neighbours, particularly its military ties with Pakistan

and Myanmar; ongoing tensions in Tibet and Kashmir; disputes over Sikkim;

concerns about terrorism; the dynamics of multi-polarity and discussions

around UN Security Council expansion; their respective relationships with

the US and Russia; the presence of power imbalances; China’s perceived

encroachments into what India considers its sphere of influence, such as

Beijing’s plans for naval presence in the Indian Ocean, countered by India’s

efforts to bolster strategic ties with Vietnam and Japan; and more recently,

issues related to nuclear proliferation and missile development.

A prominent aspect of Beijing’s strategy in South Asia has been its focus

on India, with military ties with India’s neighbouring countries taking

precedence in its policy agenda. China’s overarching goal in its Asian strategy

has been to thwart the emergence of a formidable competitor, preventing

the rise of a peer rival in Asia-Pacific that could challenge China’s position as
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the predominant power in the region, often referred to as the ‘Middle

Kingdom.’15

US Aims for a Manageable South Asia

The US views South Asia primarily through the lens of its global interests,

rather than considering it as a region of primary focus. Instead, South Asia is

seen as a component of broader global strategies. The aim of US policy in

the region is to maintain a level of manageability so that issues in South Asia

do not become overwhelming distractions from broader global priorities.

Policy formation toward South Asia involves various actors within the

US government, including the President, the State Department, and the

Pentagon, among others. Decision-making is influenced by a combination

of strategic interests, regional dynamics, and domestic political considerations,

resulting in a multifaceted approach.

The President, as the chief architect of US foreign policy, holds ultimate

authority in shaping and directing policy toward South Asia. However, the

President receives advice from a range of sources, including the State

Department, which implements foreign policy and conducts diplomacy with

foreign governments. The State Department’s analysis of regional trends and

issues informs policy recommendations to the President.

The Pentagon, responsible for US military affairs, also plays a significant

role in shaping South Asia policy, particularly regarding security and defence

matters. It advises the President on military strategy and operations in the

region, coordinating closely with the State Department to align military

and diplomatic efforts.

Additionally, other entities such as the National Security Council, the

Intelligence Community, and Congress provide further guidance and influence

policy decisions.16 Domestic interest groups also contribute to shaping policies.

Decision-making in Washington is characterized by decentralization,

power diffusion, and multidimensional bargaining. Priorities may shift over

time and are subject to change based on evolving circumstances.

Consequently, US actions in South Asia may not always align perfectly with

its long-term national interests, but rather focus on maintaining an acceptable

level of stability in the region.17
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The overarching goal of US policy in South Asia is to prioritize stability

over accommodating various interests or fostering extensive international

cooperation to shape regional dynamics according to US interests. This

approach seeks to ensure that the region remains manageable and does not

pose significant challenges to US security or strategic objectives.

Shifting Global Priorities of US and South Asia

The US has continually adjusted its partnerships in South Asia to safeguard

its global interests. This strategy dates back to the Cold War era, where the

US aimed to form a security alliance with Pakistan to counter the Soviet

Union. Following the Cold War, preventing nuclear proliferation in the region

became paramount, yet efforts failed to prevent India and Pakistan from

acquiring nuclear weapons in 1998. Concerns over potential conflict,

particularly over Kashmir, heightened, prompting increased US attention

on South Asia.

The 9/11 attacks prompted a reassessment of regional partnerships, with

Pakistan designated as a non-NATO ally and the development of the

Afghanistan-Pakistan (Af-Pak) strategy to combat terrorism. However,

Pakistan’s ambiguous stance in the war against terrorism has posed challenges

to US efforts.

Since 2008, the US has significantly transformed its policy towards India

in response to the rise of China as an assertive power. There is now a bipartisan

consensus in the US that a stronger India is in its national interest. The US

sees India’s ability to balance China in Asia and the broader Indo-Pacific

region as a natural response to China’s rise and a preferable alternative to

other costly options.

The 2017 National Security Strategy marked the explicit articulation of

US interests in the region. US interests in the region include countering

terrorist threats that affect the security of the US homeland and its allies,

preventing cross-border terrorism that could lead to military and nuclear

tensions, and averting the risk of nuclear weapons, technology, and materials

falling into the hands of terrorists. The US seeks a presence in the region

proportionate to the threats it faces and aims for a stable and self-reliant

Afghanistan while desiring Pakistan to refrain from destabilizing behaviour.18
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Although the most recent version of the National Security Strategy

published in 2022 does not explicitly mention South Asia, it identifies the

People’s Republic of China (PRC) as the most significant geopolitical

challenge, particularly in the Indo-Pacific region.19 The strategy acknowledges

that the PRC’s actions have global implications beyond the region.

The US perceives itself as a global power with global interests and

recognizes that turmoil or dominance by a hostile power in one region can

have detrimental effects on American interests elsewhere. The US aims to

establish a free, open, prosperous, and secure international order. To achieve

this objective, it intends to invest in its sources and tools of power, build

strong coalitions with other nations, and modernize and strengthen its

military.

As part of its strategy, the US seeks to collaborate with India, the world’s

largest democracy and a major defence partner, both bilaterally and

multilaterally, to foster a free and open Indo-Pacific region.20 The US aims

to support the development of a stronger India that can act as a geostrategic

balancer against China.

Meanwhile, India’s strategic outlook has evolved and its relationship

with the US has improved. It is shaped by several factors, including the

dissolution of the Soviet Union and the rise of China. While India continues

to value its strategic autonomy, there has been a significant improvement in

its relations with the US driven by mutual interests in countering China’s

assertiveness.

China’s gradual advancement of its strategic interests has not yet

compelled India and the US to forge a formal strategic alliance. Nonetheless,

China’s emergence as a significant strategic, military, and economic rival

poses substantial concerns for both nations. China’s rapid military

modernization, assertive foreign policies, and expansive economic initiatives

have established it as a formidable competitor across multiple domains.

The escalating assertiveness of China in both the Western Pacific Ocean

and the Indian Ocean has led to a convergence of strategic interests between

India and the US. This has led to increased collaboration and alignment

between India and the US in safeguarding their respective interests.
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Realignment of US Policies in South Asia

The evolving dynamics in South Asia, particularly the rise of a more assertive

China, have prompted a significant realignment of US policies towards both

India and Pakistan. While recognizing the importance of both countries in

the region, the US tailors its approach based on factors such as strategic

alignment, counterterrorism efforts, and regional dynamics.

The US-India relationship has witnessed remarkable growth and is poised

to strengthen further. India is viewed as a strategic partner, crucial for

maintaining a balance of power in the face of China’s growing influence in

the region and the Indo-Pacific. The US now believes that India is on its way

to becoming a major global power and that collaboration with the US will

help India achieve its vital geopolitical goals on the global stage.21 A bipartisan

consensus in the US has emerged, emphasizing the need to bolster ties with

India across various domains, including defense, counterterrorism, trade,

and investment. Joint military exercises, technology transfers, and intelligence

sharing underscore the deepening strategic alignment between the two

nations.

In contrast, the US-Pakistan relationship is more complex. While the

US acknowledges Pakistan’s role in counterterrorism efforts, tensions persist

due to concerns over Pakistan’s support for extremist groups. The US has

urged Pakistan to take more decisive action against terrorism. Pakistan, in

turn, has expressed frustration with what it perceives as inconsistent US

policies in the region.

The de-hyphenation of India and Pakistan in US policy began during

the George W. Bush administration and evolved further under the Obama

administration. Separate initiatives and dialogues, such as the Af-Pak strategy

and US-India strategic and commercial dialogue, underscore this shift. The

US has sought to distinguish between its engagements with India and

Pakistan, recognizing their distinct interests and priorities in the region.

While the US respects India’s tradition of strategic autonomy and does

not expect it to form a formal alliance, it also acknowledges Pakistan’s concerns

regarding US policies, particularly related to democratic initiatives and its

approach towards India. To enhance the effectiveness of its South Asia policy,

the US maintains separate policy baskets for India and Pakistan, recognizing
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the need for nuanced approaches tailored to each country’s specific context

and interests.

China’s Unease Over US Policy Shifts in South Asia

The relegation of Pakistan’s importance in the region has not been appreciated

by their ‘all-weather friend,’ China. Chinese officials believe that the US is

treating Pakistan as a partner of last resort. They are engaging Pakistan because

they think that Pakistan has the potential to endanger their security.22 The

Chinese also blame US for its present troubles, which they claim are a result

of the US counterterrorism policies over the past two decades.

In contrast, the US approach towards India is based on positive

expectations, given the immense potential for cooperation between the two

countries. The US views India as a valuable friend sharing common values,

respect for the rule of law, and a mutual desire for a similar world order.

Chinese analysts also believe that the US’s issues with India are largely tactical,

while its engagement with Pakistan is seen as temporary and a result of

having no better option. There’s apprehension in Beijing that this approach

could elevate India’s role in South Asia, where China is also expanding its

influence, potentially altering regional dynamics.

Overview of Chapters

This book is divided into eight chapters. The first chapter provides an

introduction to the book’s themes and objectives. Chapter 2 traces the

historical trajectory of US-South Asia relations, particularly during the Cold

War era, where geopolitical dynamics influenced US priorities in the region.

Chapter 3 examines the challenges posed by nuclear proliferation in South

Asia and the longstanding Kashmir dispute, while also delving into the

evolving nature of US engagement with the region post-9/11. Chapter 4

analyses the rise of China as a major global power and its impact on traditional

US dominance, reshaping the geopolitical landscape.

Chapter 5 explores China’s growing influence in South Asia, particularly

in infrastructure and security spheres, and its implications for regional

dynamics, including India’s position. Chapter 6 investigates the formulation

and implementation of the US Indo-Pacific Strategy (IPS) in response to
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China’s assertive posture, examining its objectives and implications for

regional stability. Chapter 7 assesses US efforts to engage with smaller South

Asian nations to counterbalance Chinese influence, exploring the varying

degrees of engagement and strategic implications. The last chapter concludes

by synthesizing key insights from preceding chapters and arguing that US

engagement with South Asia is intricately linked to its global priorities,

reflecting evolving geopolitical realities.

Methodology

This research work employs a multifaceted methodology to investigate the

intricate dynamics of China’s involvement in South Asia and its ramifications

for US engagement with the region.

First, it undertakes a thorough historical analysis, delving into the

diplomatic, economic, and military interactions between China, the US,

and South Asian nations throughout history. By scrutinizing key historical

events, treaties, agreements, and conflicts, the study elucidates the historical

underpinnings that have shaped the evolving relationships among these actors.

Additionally, interviews were conducted with a diverse array of

stakeholders, including policymakers, diplomats, scholars, and experts from

the US, China, and South Asia. These interviews provided invaluable insights

and perspectives on China’s role in US engagement with the region, shedding

light on stakeholders’ perceptions, attitudes, and policy preferences regarding

China’s influence and its implications for US-South Asia relations.

Furthermore, the research incorporates a comprehensive literature review

of existing scholarship, academic articles, policy papers, and government

reports pertaining to China’s involvement in South Asia. This extensive review

serves as the groundwork for the study, enriching its analysis with a nuanced

understanding of the existing discourse on the subject.

Moreover, the study employs a comparative analysis to juxtapose the

approaches of the US and China towards South Asia. By examining areas of

convergence, divergence, and competition in their respective strategies and

priorities, the research evaluates the effectiveness of US engagement strategies

vis-à-vis China’s growing influence in the region. Furthermore, it assesses

the implications of these dynamics for regional stability and US and Indian
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national interests, providing valuable insights for policymakers and scholars

alike.

Contemporary Relevance

In today’s geopolitical landscape, the themes explored in this book hold

significant contemporary relevance. With the resurgence of great power

competition, particularly between the US and China, understanding the

dynamics of their engagement in South Asia is paramount. China continues

to assert its influence across the region through ambitious infrastructure

projects and strategic partnerships. Hence, the US is compelled to recalibrate

its approach to maintain its interests and alliances. Additionally, the nuclear

proliferation concerns and unresolved disputes in South Asia persist as

potential flashpoints with global implications. Moreover, the evolving Indo-

Pacific strategy reflects Washington’s strategic manoeuvering in response to

China’s expanding footprint. As smaller South Asian nations navigate their

relationships with these major powers, the strategic choices they make could

significantly shape the regional balance of power. Therefore, this book’s

insights into the historical context and contemporary challenges are invaluable

for policymakers, scholars, and observers seeking to comprehend and navigate

the complexities of South Asia’s geopolitical landscape in the twenty-first

century.
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CHAPTER 2

Historical Evolution of
US-South Asia Relations

The US-South Asia relationship has witnessed significant transformation

over several decades. Until the 1990s, the US did not perceive South Asia as

a single entity. It was not a priority in terms of US strategic interests. In the

initial post-independence decades, India and Pakistan did not factor into

American strategic considerations directly. They were viewed within the

context of US policies towards China or the Soviet Union, influencing

American responses to the region’s political developments.

Intermittent engagement commenced with Pakistan as the US sought

allies and friends to counter communism and the Soviet Union during the

Cold War. Additionally, Pakistan was considered crucial for maintaining

control over Gulf Oil.1 During the Cold War era, British and American

policymakers harboured suspicions toward the Indian National Congress

and its leader, Jawaharlal Nehru. They supported Pakistan to impede the

rise of India, based on an assumption that India was fragile and prone to

disintegration. In contrast, Pakistan, with its Islamic identity, was viewed as

a desirable ally with natural immunity against communism.

This dynamic shifted significantly when India and Pakistan conducted

nuclear tests in 1998. The US then prioritized nuclear proliferation, India-

Pakistan tensions, and the Kashmir dispute in its approach to the region.

The 1999 Kargil war further underscored the importance of the region,

leading to the hyphenation of India and Pakistan. Both countries were

perceived as inextricably intertwined and in perpetual competition with each
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other. Consequently, other countries in the region, such as Afghanistan,

Bangladesh, Nepal, Bhutan, and Sri Lanka, were often overlooked. The issues

relating to their national economies and domestic political dynamics were

poorly understood. The US also showed little interest in the broader strategic

context of the region and the role of China in it.

A crucial shift occurred with the 9/11 attacks. Washington recognized

the potential for India’s economic and political emergence on a broader

Asian canvas. India, primarily due to its burgeoning economy, began to be

integrated into the institutional and commercial structures of East Asia, led

by ASEAN. This integration also gave rise to the term ‘Indo-Pacific,’

unequivocally positioning India as a part of Asia. Meanwhile, other states

like Pakistan and Afghanistan continued to be perceived as part of the Greater

Middle East, signifying the Muslim world west of India.

Confusion about South Asia persisted within the US bureaucracy.2

During the counter-insurgency era post-9/11, South Asia became

synonymous with AfPak, marginalizing India and other smaller South Asian

nations. There were concerns that AfPak might lead to the re-hyphenation

of India and Pakistan as President Obama initially tried to link the Afghan

problem to dispute in Kashmir.

The rise of an assertive China after 2008 altered the dynamics of US

engagement with South Asia. India was enlisted as a partner to contain China,

especially in the Indo-Pacific region. Simultaneously, the US maintained

contact with Pakistan to prevent it from aligning completely with China.

The US intensified its relationships with other South Asian countries to

maintain a balance of power in its favour in the broader Indo-Pacific region,

especially in South Asia.

American and British Motives behind Embracing Pakistan

When the British were preparing to depart from India, Pakistan did not

exist as a nation but rather as an idea rooted in the concept of a separate

Muslim-majority state. The security concerns surrounding South Asia mainly

revolved around the status of India, which was seen as the dominant regional

power. Within the ranks of British colonial rulers, there were varying opinions,

with some favouring a united Muslim India while others supported the idea
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of an independent Pakistani state. Still, others recognized that in the event

of a partition, the larger India would emerge as the dominant regional power.

From a strategic standpoint, British policymakers envisioned a scenario where

both India and Pakistan would require some form of military alliance, possibly

entailing a continued British presence in the region for an extended period.

The underlying assumption was that both nations would maintain a degree

of dependence on their former colonial power.3

For the British, the creation of an independent Pakistan held potential

advantages for their own interests. British strategists considered Pakistan a

more reliable ally because of their suspicions towards the Indian National

Congress and its leader, Jawaharlal Nehru. They saw it as a way to maintain

their influence over the region and to safeguard their far-flung territories in

Southeast Asia. Pakistan’s strategic location was also seen as significant in

terms of controlling the vital energy resources in the Middle East.

Over time, the US emerged as a potentially influential power in the

region, taking over from Britain. The US recognized the strategic value of

West Pakistan’s location as a bulwark against communism and a potential

base for bombers on the southern flank of the Soviet Union. As a result,

close ties were forged between the West, particularly the US, and Pakistan’s

nascent army. Both American and British officials praised Pakistan for its

well-trained army, strong martial tradition, strategic location, and willingness

to collaborate with the West.4 Although initially small, the Pakistan Army

became a conduit for Western influence in the region.

Pakistan’s Emergence as a Cold War Ally

During the Cold War, the US pursued a global policy of containment, and

Pakistan emerged as a Cold War ally through various alliances and military

support. Pakistan was recruited into alliance systems with the ostensible

purpose of simultaneously boosting both western Asia and south-east Asian

security while making south Asia itself less vulnerable to communist

penetration.5 The alliance between the US and Pakistan began in the 1950s

when the US turned to Pakistan for support, particularly after India chose

non-alignment. The US saw Pakistan as a valuable ally due to its geographical

proximity to both communist powers and its assumption that Islam conferred
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a natural immunity to communism. Pakistan became a member of the

Baghdad Pact (CENTO) in 1952. On 25 February 1954, the US announced

its plan to initiate a substantial military aid programme for Pakistan. On 2

May 1954, the two countries formally signed a Mutual Defence Assistance

Agreement. Pakistan later became a member of the Southeast Asia Treaty

Organization (SEATO). These alliances aimed to block communist advances

in their respective regions.

The US provided substantial military assistance to Pakistan, which had

a significant impact on the regional military balance. Pakistan received

modern weapons such as tanks, armoured vehicles, jet bombers, and

engineering equipment from the US. This aid elevated the political influence

and prestige of the Pakistani military and strengthened Pakistan’s favourable

image among US military and political leaders.

Between 1954 and 1965, Pakistan received substantial military aid from

the US, including over $630 million in grant military assistance for weapons,

$619 million for defence support assistance, and $55 million worth of

equipment purchased on a cost or concessional basis. In comparison, India

received relatively less military assistance during the same period. India

purchased over $50 million in military equipment, and after the Sino-Indian

war in 1962-1965, it received over $90 million worth of grant military

assistance, mainly consisting of communication and transport equipment,

some hardware, and support for arms production facilities.6

Pakistan drew several conclusions from the new situation. With the

realization that they were no longer the exclusive recipients of US military

support in the region, they anticipated the loss of the material leverage that

had balanced their position. Moreover, they harboured doubts about the

political dimension. Pakistan had long been apprehensive that the US, if

given a choice, would prioritize India, relegating Pakistan to a secondary

status in its strategic calculations. Even if this assumption proved unfounded,

it was evident that the US’s preoccupation with countering Communist China

overshadowed any sense of obligation it may have felt under their alliance to

support Pakistan against India.7 Thus, Pakistan found itself in need of a new

means to balance power. Sensing an opportunity, the Communist Chinese

sought to capitalize on Pakistan’s animosity towards India and its growing

disillusionment with the US.
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Dissatisfaction with the US arms transfer policy grew in both India and

Pakistan after the 1962 India-China war. Pakistan began turning to China

for support, and China reciprocated.8 India aimed for self-sufficiency and

diversified its sources of weaponry. Pakistan’s growing bilateral relationship

with China was seen as an irritant by Washington, further straining US-

Pakistan relations.9 All grant programmes for military assistance were

terminated after the India-Pakistan war in 1965.

Following the 1965 war, prevailing sentiment in the US leaned towards

a policy of low priority or disengagement concerning the permanent role of

the US in South Asia. This stance was reinforced by several factors. Politically,

there was a belief that maintaining a low profile would serve US interests, as

the existing situation was deemed satisfactory. Some argued that the Soviets

had assumed responsibility for Indian security, which could help contain

Chinese pressure, though this strained Sino-Soviet relations, which was seen

as advantageous from the American perspective.10 Economically, South Asia

was viewed as having little value or significance, with minimal trade,

investment, or other economic ties. The region’s development challenges

were seen as immense, rendering even substantial US assistance insufficient.

Moreover, there was a lack of popular support within the US for such massive

efforts.

Militarily, criticism arose over the use of supplied arms by India and

Pakistan against each other. Pressure mounted within Congress and among

the public to address this practice. In March 1966, the Foreign Minister of

Pakistan announced that the embargo on American military assistance had

forced his government to turn to China for arms procurement.11 Since the

1960s, China has forged robust economic, political, and military bonds

with Pakistan. Beijing has played a crucial role as Islamabad’s supporter at

the United Nations Security Council, serving as a vital supplier of military

hardware, contributing to Pakistan’s nuclear weapons programme, and

extending billions of dollars in economic assistance and investments.12

The US arms transfer policy had profound effects on the domestic politics

of Pakistan. It strengthened the position of the military and increased defence

expenditure. In Pakistan, there was a perception that US military assistance

enabled them to negotiate with India on a near-equal basis, countering their



28 o Strategic Rebalancing: China and US Engagement with South Asia

sense of national inferiority.13 However, the political elevation of the military

had negative consequences for its professional competence, resulting in a

decline in capabilities compared to India from 1965 to 1971.

The US arms transfer policy also affected India, as it forced the latter to

seek weapons from other sources and invest in their domestic arms industry.14

India viewed the US programme as misguided or malevolent and believed it

disrupted US-India relations. The arms transfers symbolized US support for

Pakistan. It placed a heavy burden on India, which had to match it from

other sources. It far outweighed whatever limited assistance US was giving

to India.

However, these alliances and military support succeeded in turning

Pakistan into a Cold War ally of the US. It also affected the regional military

balance. Through these efforts US wanted to influence the regional dynamics

in support of its larger objective of containing communism and the Soviet

Union.

Changing Nature of Pakistan’s Cold War Alliances

Pakistan’s initial motivation for entering into a Cold War alliance with the

US was primarily driven by the desire to acquire weapons and political support

to balance India. Its primary objective was to seek parity with India in South

Asia.15 Pakistan was a nominal ally in the broader context of containing the

Soviet Union, and it was not an ally of the US against China. Pakistan’s

alliance with the US could be characterized as a ‘bandwagoning’ alliance.

Pakistan joined CENTO (Central Treaty Organization) and SEATO

(Southeast Asia Treaty Organization) to nominally oppose communism,

receiving significant economic and military aid in return.16

However, this alliance was not robust enough to prevent Pakistan from

developing closer ties with China. The US itself later recognized China as a

lesser communist threat than the Soviet Union, and Pakistan played a role

in facilitating the US-China relationship. It facilitated Henry Kissinger’s

visit to Beijing in July 1971. This visit proved crucial in reshaping Cold War

dynamics and led to a major realignment of global powers.

Kissinger’s visit to Beijing marked the recognition by the US that the

communist movement was not monolith. It acknowledged that, despite being
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a communist nation, China had its own concerns about Soviet power and

could potentially serve as a counterbalance. Actually, both China and the

US were looking for counterweight against Moscow between 1970 and

1978.17 The visit paved the way for improved relations between the US and

China, eventually culminating in the normalization of diplomatic relations

in 1979. This development had far-reaching implications for global

geopolitics, challenging the previous binary framework of the Cold War.

While Pakistan’s contributions to the broader objectives of containing

the Soviet Union and China may not have been substantial, its role in

facilitating Kissinger’s visit to Beijing had a profound impact. It not only

reshaped Cold War dynamics but also prompted the US to reevaluate its

approach toward communist powers. In this way, Pakistan inadvertently

hastened the end of the Cold War.

Subsequently, Pakistan’s bandwagoing alliance transformed into a strategic

alliance with China directed against India.18 While the US did not view

India as a strategic threat, Pakistan and China developed a closer partnership.

China initially saw India as a tool of the West, but it appreciated Pakistan’s

decision to distance itself from the US. Pakistan became a sort of alliance

partner with China and supported US efforts to counter the Soviets in

Afghanistan. At this stage, a true balancing alliance emerged, with China,

Pakistan, and the US joining hands against the Soviets.

Interestingly, Pakistan did not play a balancing role against the Soviets

until it left CENTO and SEATO. However, Pakistan’s decision to leave those

alliances later proved to be a blessing as it served as a bridge between the US

and China. Pakistan’s role during the Cold War was primarily to counter

India, but it played a significant role in facilitating the American-Chinese

alliance.

Thus, Pakistan’s alliances during the Cold War started as bandwagoning

with the US, then transformed into a strategic alliance with China against

India. This transformation played a part in hastening the end of the Cold

War, while Pakistan pursued its objective of achieving parity with India in

the region.
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Rupture in alliance in 1971

The US-Pakistan alliance had already started to fray in the early 1960s when

Pakistan turned to China for assistance, while the US backed India in its war

with China. This divergence in interests created a strain in the alliance. The

alliance became dormant until it was briefly revived in 1970-1972 when

Pakistan facilitated the US opening to China. The US supported Pakistan

during this period to demonstrate to China that it could be relied upon.

However, once the objective of establishing relations with China was achieved,

both countries went their separate ways.

The disintegration of East Pakistan and the emergence of Bangladesh in

1971 further strained the US-Pakistan alliance. Pakistan felt betrayed as it

received no substantial military support from either the US or China during

the conflict. Despite the US showing a tilt in favour of Pakistan, it had

limited material impact. There is minimal evidence to suggest that US support

deterred India from launching attacks on West Pakistan. This sense of

disillusionment regarding the efficacy of alliances for ensuring security

prompted Pakistan to reevaluate its dependence on the US.

Zulfikar Ali Bhutto, who came to power after the war, pursued a policy

to lessen Pakistan’s dependence on the US. Diplomatically, Bhutto emphasized

Pakistan’s Muslim identity and strengthened ties with countries like Saudi

Arabia and Iran. Pakistan became a key member of the Organization of

Islamic Cooperation (OIC), and Bhutto withdrew Pakistan from the SEATO

and severed military links with the West. Pakistan also joined the non-aligned

movement.

In terms of military strategy, Bhutto reversed the previous policy of relying

on conventional US military and economic aid and instead pursued the

development of nuclear weapons.19 The nuclear programme was initiated in

the mid-1970s and resulted in Pakistan acquiring nuclear weapons within a

decade.20 Bhutto’s successor, General Zia ul-Haq, continued the nuclear

programme.

The acquisition of nuclear weapons provided Pakistan with a deterrent

capability, allowing it to provoke and probe India while avoiding direct

conflict. However, going nuclear also came at a price. It became a sticking
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point in Pakistan’s relationship with its Western allies, who were concerned

about nuclear proliferation and the stability of the region.

Revival of a Defunct Alliance

After the loss of East Pakistan and the development of Pakistan’s nuclear

programme, the Carter administration imposed sanctions on Pakistan.

However, the dynamics of the relationship quickly changed due to significant

events. The Soviet invasion of Afghanistan in December 1979 played a pivotal

role, with Islamabad providing vital support for anti-Soviet operations.

The ongoing war in Afghanistan compelled the US to waive legislative

restrictions on providing aid to countries like Pakistan, despite concerns

over their unverifiable nuclear programme. During this period, other US

interests took a backseat as Pakistan accepted President Reagan’s offer of

$3.2 billion in economic and military assistance in 1981. However, the

introduction of the Pressler amendment in 1985 imposed restrictions on

economic and military assistance to Pakistan, unless the president certified

annually that Pakistan did not possess a nuclear explosive device and that

the proposed US assistance programme would significantly reduce the risk

of Pakistan acquiring such a device. Nevertheless, a second economic and

military assistance package worth $4 billion was announced in 1986.

Driven by the perception that Jihadi fighters were the most effective

anti-Soviet forces, the Reagan administration displayed little concern for

the consequences of supporting them. The religious fervour exhibited by

these fighters appealed to US officials, influencing their decisions and policies.

However, with the withdrawal of Soviet forces in 1989, the US stopped

providing waivers, indicating a shift in priorities.

Benefits to Pakistan from its Cold War Alliances

Pakistan enjoyed several benefits from its Cold War alliances, particularly

with the US and other allied countries. One of the key advantages was the

significant economic and military assistance provided by the US. Pakistan

received financial aid, grants, and military equipment through various

assistance programmes. Although an embargo was imposed on Pakistan

during the Indo-Pakistan War in 1965, it was later lifted in 1975, allowing

for resumption of aid.
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Through its alliances, Pakistan had the opportunity to enhance its military

capabilities and knowledge. Pakistani officers benefited from interactions

with American and other allied military forces. Many Pakistani officers

received training in the US, which contributed to their professional

development. Similarly, foreign officers trained in Pakistan, referred to as

‘allied officers,’ further strengthened military ties.

Pakistan also received diplomatic support from the US and Britain on

the Kashmir issue. These countries backed Pakistan’s position in the United

Nations and provided diplomatic assistance.21 In times of crises between

India and Pakistan, the US and Britain often intervened to prevent large-

scale war and facilitate negotiations over the Kashmir dispute. Their

involvement aimed to promote a peaceful resolution and avoid further

escalation.

However, it is important to note that while the US and Britain supported

Pakistan diplomatically, they did not provide a formal commitment under

CENTO or SEATO in the event of a war. The interventions and diplomatic

support varied in their success in achieving lasting peace between India and

Pakistan, with mixed outcomes.

India’s Potential as a Major Power and Counterbalance
Recognized since 1965

India’s potential as a major power and counterbalance was recognized in US

since the 1965 war. In the 1950s, the debate in US was about the political

and military importance of India and Pakistan. In that Pakistan was chosen

as a preferred partner. The focus of this debate however shifted in 1970s and

integrity of Pakistan became a major concern. Now the possibility of

emergence of India as a great power became a subject of vigorous debate.

Although the 1965 war did not demonstrate India’s strategic dominance,

it did demonstrate the Indian military’s capacity to rebuild and regenerate

itself. With its technological advancements and superior manpower, India

showed that it was only a matter of time before it would attain a prominent

position in the region. The main obstacle to this was the substantial external

support provided to Pakistan. As the original communist threat diminished,

the prospects of a comprehensive arms programme for Pakistan waned,

leading American policymakers to reevaluate its significance.
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Even prior to 1965, India had the potential to receive greater assistance

from the US due to its status as the only regional power with military nuclear

capabilities. Indian elites were more inclined toward military assistance from

the West rather than the Soviet Union. Despite its chaotic yet resilient and

robust political system, India possessed the military and political capacity to

dominate South Asia. However, the US approached its support cautiously,

uncertain whether such a policy would be reciprocated by the Indian

government.

Since 1967, American policymakers have reached a consensus on key

propositions regarding US interests in South Asia. It became evident that

Pakistan could no longer achieve strategic superiority in the subcontinent,

even with significant external arms suppliers. This was confirmed by the

1971 war, leading the US to publicly acknowledge India’s sub-continental

preeminence and its attainment of great power status. However, Pakistan

was still strong enough to be used to put pressure on India.

American policymakers historically did not prioritize South Asia

independently but rather viewed it primarily through the lens of East-West

relations.22 The primary US interests in the South Asian region were not

solely based on direct relationships with individual countries, but from the

role the regional states play vis-a-vis other regions and powers, especially the

USSR and China.23 The impact of the region on other significant American

interests held greater importance. Nuclear proliferation and the integrity of

Pakistan were other concerns that warranted reasonable consideration.

Preserving the integrity of Pakistan, as a former US ally, was important for

regional stability. Regional stability reduced the possibility of external

intervention and entanglement for the US.

Recognizing that India and Pakistan were unlikely to cooperate in joint

defence efforts, it made sense for an external power to leverage India as the

dominant regional power to counterbalance any major external threat, while

using Pakistan as a means to exert pressure on India. This is what US seems

to be doing now with the emergence of assertive China as a major threat.

This perception of American interests implied a reduction in arms

transfers to the region, although it did not exclude them entirely. A complete

arms transfer ban would have disproportionately affected Pakistan, which

heavily relied on US support.
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Consequences of US-Pakistan Partnership During the Cold War

Pakistan’s decision to adopt an adversarial stance towards its larger neighbour,

India, led it to seek an external patron to support this position. Consequently,

Pakistan developed a close relationship with the US and aligned itself with

the Western bloc during the Cold War.

This alliance exhibited a transactional nature, as the aid provided by the

US was tied to specific issues and strategic calculations. The alliance

experienced periods of active cooperation followed by periods of relative

disengagement, primarily because the two countries did not share a strong

strategic congruence. The US sought Pakistan as an ally to counter Soviet

influence, while Pakistan aimed to gain resources and political support in its

regional rivalry with India.

Pakistan’s Cold War alliances had profound political, economic and

ideological consequences on the country. The Pakistani military emerged as

a major beneficiary of these alliances. Both the country’s Western allies and

the state itself favoured anti-communist Islamic forces.24 This preference for

Islamic forces over left and liberal factions restricted the development of

ideological and social diversity in Pakistan, which could have countered the

rise of Islamic extremism.

Pakistan’s political system remained underdeveloped and influenced by

its feudal origins. This was encouraged by Pakistan’s allies and close friends,

who found it more convenient to engage with military and establishment

elites. Criticism of political repression was absent from the discourse of

Pakistan’s allies and close friends, allowing undemocratic practices to persist.

Pakistan’s constitutional state faced continuous challenges. The country’s

elite and its foreign supporters whitewashed the failure to establish

constitutional normalcy. The compromise on constitutional processes was

justified on the basis of external pressures and internal turmoil. Pakistan

relied on borrowed power but didn’t use it to reform its social and political

institutions.

The military assumed a dominant role in Pakistan, justifying its

intervention in strategic and moral terms. It positioned itself as the guardian

of Pakistan’s sovereignty, claiming to possess the best understanding of

national defence and security requirements. The military believed that
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regional peace could only be achieved through a military balance with India,

and Pakistan needed to possess significant military capabilities to compel

India to acknowledge its legitimacy and the two-nation theory.

American aid played a significant role in strengthening Pakistan’s army

and had a profound impact on the regional military balance. The transfer of

arms altered the dynamics between India and Pakistan. India kept struggling

to match the increasing military capabilities of its neighbour solely through

the deployment of larger numbers of soldiers. The US effectively enhanced

Pakistan’s military power through its arms transfer policy.

Prior to 1962, US weapons were seen as an asset for Pakistan and a

problem for India. In the early 1960s, a true dependency relationship began

to take shape between the US and Pakistan. The scale of the arms programme

was disproportionately large for the region and served as a symbolic message

of support from the US to Pakistan.25 This extensive arms programme played

a crucial role in the modernization of the Pakistani army, equipping it with

advanced weaponry and capabilities.

Pakistan’s alliances enabled it to hold its ground against India and compete

with it militarily. By staying afloat, Pakistan defied Indian predictions of its

failure. These alliances also facilitated Pakistan’s nuclear programme, as the

US either turned a blind eye or actively supported it.

Both India and Pakistan made concerted efforts to influence the US

policy process during this period. Recognizing the significance of American

support, they sought to shape the direction of US policy in the region to

serve their respective interests.

Regarding the central dispute of Kashmir, Pakistan raised the issue to

prove that Muslims could not live peacefully or safely in India. However,

capturing Kashmir required borrowing more power from its alliances, which

was not available. Later, General Pervez Musharraf engaged in serious

discussions with India over the Kashmir issue, but by then, India’s stance

toward Pakistan had become more rigid.

The civilian rulers of Pakistan frequently displayed personalistic and

autocratic tendencies. Their actions were closely monitored by the military,

which eventually ousted them from power. Only a few politicians dared to

oppose military rule, as most either found a place within the new system or
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quietly withdrew from politics without any objection from their Cold War

allies.

The American aid and security alliance with Pakistan played a significant

role in strengthening the Pakistan military, but several other factors have

also contributed to the imbalance between the civil and military institutions

in the country. Since its creation, Pakistan has faced distortions in the

functioning of its state, with the military assuming a dominant role. This

phenomenon has persisted throughout the nation’s history due to various

reasons, including the absence of genuine democracy and the concentration

of power in the hands of key figures.

The founder of Pakistan, Muhammad Ali Jinnah, exhibited an

authoritarian streak during his time as the first Governor General, centralizing

vast amounts of power. This trend continued under his prime minister,

Liaquat Ali Khan, who held multiple positions of responsibility and

suppressed political parties that were perceived as divisive. Over time, the

capital’s shift from Karachi to Islamabad further increased the military’s

influence, as the General Headquarters of the Pakistan army was already

located in Rawalpindi, Punjab, where the army had strong roots.

The army’s self-definition as the defender of Pakistan against external

threats, particularly India, was fueled by a sense of paranoia and hysteria.

Armed conflicts over Kashmir added to the military’s prominence, leading

to its dominance in Pakistan’s state affairs. Feudal interests aligned with the

predominantly Punjabi army and civil servants, forming a loosely termed

‘establishment’ that co-opted other groups, including religious and ambitious

political factions, to maintain control.

The justification of absence of democracy in Pakistan by its foreign allies

further bolstered the military’s position. The army’s leadership exercised both

direct and indirect control over the state, using clever methods to maintain

its hold without overtly taking over the government. Civilian leaders,

including some who later opposed the army’s influence, were complicit in

its machinations to control power at various points in time. Public criticism

of the army from politicians has been rare due to this power dynamic.

The judiciary, with some exceptions, has often aligned itself with the

army, further enabling its control over the state. A notable instance was the
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Federal Court’s endorsement of Governor General Ghulam Muhammad’s

dismissal of the first constituent assembly in 1954, using the “doctrine of

necessity” to justify the move.

The army has meticulously controlled the national narrative in Pakistan,

restricting civilian leaders from pursuing their policies, particularly concerning

security and foreign affairs. Although not explicitly mentioned in the

constitution, the military remains the supreme institution in the country. It

wields significant influence over critical national issues, claims a priority

over national resources, and continues to interfere in constitutional

governance with impunity, quashing dissenting voices. While the army has

not overtly taken over the government in recent times, it possesses the means

to maintain its firm grip on power. This strong control of army over Pakistani

polity has not allowed the relationship between India and Pakistan to improve.

The economic impact of the US-Pakistan relationship has been mixed.

The adversarial relationship between Pakistan and India has contributed to

Pakistan becoming a security state, prioritizing defence against external threats

over welfare. As a result, a substantial portion of national resources is allocated

to defence spending, with the armed forces, particularly the army, receiving

a significant share of the budget. The burden of heavy debt and substantial

defense expenditure leaves limited resources for other government activities,

including development.

Unfortunately, Pakistan’s education budget is the lowest among South

Asian countries, hindering progress in the education sector. One consequence

of the US-Pakistan partnership was the collapse of Pakistan’s educational

system, with Islamic schools replacing traditional ones. The US could have

focused more attention on Pakistan’s uneven economic development,

crumbling educational infrastructure, and the rise of Islamic radicalism.

However, these issues were often regarded as ‘soft’ and received less emphasis

compared to concerns about Pakistan’s nuclear programme.

Economic growth in Pakistan coincided with periods of high aid flows,

but assistance was not conditioned on serious economic and social reforms.

The absence of ‘tough love’ hindered the prospect of long-term sustainable

progress.

Pakistan’s economy heavily relies on external aid and borrowing, leading
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to a dependence on an external patron. The country faces numerous

challenges, including low economic growth, high inflation, inadequate foreign

exchange reserves, poor resource mobilization, high fiscal deficit, reliance

on foreign aid, a heavy debt burden, and a significant allocation of resources

to defence and debt servicing.

The external sector of Pakistan’s economy faces challenges such as an

adverse balance of trade and payments, with exports underperforming. To

bridge the resource gap and maintain external stability, Pakistan has

consistently relied on external aid, borrowing, and IMF bailouts. In the

past, the US has been a significant provider of aid, while China has recently

extended loans to support Pakistan’s foreign exchange reserves.

The economic problems in Pakistan are deeply rooted in both its external

posture and internal functioning. The policy of confrontation with India,

the concentration of benefits among influential groups, and economic

mismanagement all contribute to these challenges. To sustain its economy

and pursue its ambitions regarding India, Pakistan seeks an external patron

willing to support its economic endeavors.26 While historically under the

tutelage of the US, Pakistan established relations with China in the 1960s

based on their shared animosity towards India. Pakistan subsequently became

the country which was taking financial assistance from both US as well as

China.

A shift in strategy could have greatly benefited Pakistan following the

end of the Cold War. Instead of prioritizing more weapons for Pakistan

army, the immediate post-Cold War period called for a focus on economic

liberalization and capital infusion through integration into the global

economy. Pakistan required rapid economic development and essential social

reforms to address the concentration of wealth among a limited Punjabi

elite, which included landed, bureaucratic, and military factions. This elite’s

political dominance relied heavily on control over the military apparatus,

perpetuated in part by American South Asia policy over the past four decades.

Additionally, settling differences with India over Kashmir was crucial.

Unfortunately, these vital changes did not materialize, leading to a worsening

of Pakistan’s economic woes.27

Over the years, Pakistan’s perception of its relationship with the US has
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undergone a significant shift. Initially seen as a staunch, reliable, and strong

Muslim ally of the West, Pakistan now considers itself a victim of the

partnership. There is a prevailing sentiment that Pakistan has endured the

consequences of its cooperation with the West without receiving sufficient

compensation in return.

The army also became wary of the US because of the episodic nature of

the alliance. While military training programmes enhanced understanding

of US society and strategic policies, they did not necessarily create a pro-

American leadership within the Pakistani military.

Despite being a key partner, the US remains highly unpopular in Pakistan.

While the Pakistani elite may admire the American way of life and often

send their children to the US for study and work, they are also critical of the

US government. They believe that Pakistan did not receive its due in terms

of economic and military aid and support, particularly concerning its rivalry

with India. Additionally, they express discontent over policies imposed by

the US, such as involvement in the Afghan Jihad, which they view as having

been harmful in the long run, despite Pakistan’s willingness to be part of

those policies at the time.

Religious-minded individuals and extremists in Pakistan regard the US

as an enemy of Islam. Many perceive the War on Terror as a war against

Islam, fostering a sense of animosity towards the US. An incident in 1979,

when the US embassy in Islamabad was burned down due to a rumour that

it had bombed a mosque in Mecca, exemplifies the deep-rooted suspicions

and tensions between the two nations.

Pakistan’s view of its relationship with the US has transformed over time,

with a growing sense of disillusionment and a belief that the country has not

received fair treatment or adequate support from its American ally. This

sentiment is shared by various segments of Pakistani society, including the

elite and religious groups, contributing to a complex and often strained

relationship between the two countries.

During the Cold War, Pakistan gained parity with India through its

partnership with US, but it came at a price. The lack of focus on critical

issues had long-term impact on Pakistan’s development and stability.
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CHAPTER 3

Post-Cold War Challenges

During the Cold War between the US and the Soviet Union, winning the

global conflict took precedence over other major concerns. As a result, the

South Asia region, including countries like India, Pakistan, and Afghanistan,

did not receive significant priority in US foreign policy until the 1990s.

While the US had made substantial investments in the region, its attention

was relatively limited. Policy-making often revolved around strategic

considerations primarily focused on other regions such as the Middle East

and Asia Pacific. The geopolitical dynamics and complexities of South Asia

were overshadowed by the more immediate and perceived critical issues

elsewhere.

The Bureau of South Asia Affairs was created through a congressional

legislation on 24 August 1992. It was because of this bureau that for the first

time, South Asia was seen as a single entity by the American policy makers.

The views on the region began to shift in the 1990s due to various factors,

including the evolving perception of India and the continuous rise of China.

The prospects of India disintegrating diminished, and its effective

management of coalitions became evident despite the complexity of its federal

system.

With the end of the Cold War and the collapse of the Soviet Union in

1991, the US’ rationale for acting as an offshore balancer in South Asia

diminished. Nevertheless, issues such as nuclear programs and the

complications surrounding the Kashmir dispute remained core concerns in

US-Pakistan relations. Additionally, the US had to confront the problem of
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terrorism following the devastating events of 9/11.1 These factors prompted

a reevaluation of US policy towards South Asia.

Nuclear Proliferation became a Core Concern

Historically, South Asia hadn’t received significant priority, as the US lacks

vital interests there compared to regions like the Persian Gulf, the Caribbean,

or East Asia, where factors such as oil, proximity, or extensive trade shape

American interests. The region lacks essential resources or major markets

crucial to US interests. However, there was a growing recognition that the

US should devote more attention to South Asia for several compelling

reasons.2

First, the region is home to a massive population. Moreover, its

geographical location between the oil-rich Persian Gulf and the economically

vibrant East Asia region adds to its significance. Additionally, the presence

of nuclear weapons and ballistic missiles in both Pakistan and India heightens

the strategic importance of South Asia. Consequently, the US gradually

increased its focus on the region, acknowledging the necessity of addressing

the intricate dynamics between India and Pakistan while understanding the

broader implications of regional stability for global security.

Recognizing the potential dangers of nuclear proliferation, the US

encouraged both India and Pakistan to seek a regional solution to address

this threat. However, Pakistan always felt aggrieved, arguing that it

disproportionately bore the consequences of US anti-proliferation policies.3

During the Clinton administration, nuclear issues received substantial

emphasis, with concerns expressed regarding the nuclear programmes of

both India and Pakistan. Primary fears included the potential use of nuclear

weapons in crises, regional instability, and the transfer of nuclear technology

to non-state actors or rogue groups. Actually, the nuclear proliferation concern

surrounding Pakistan was linked with military sales. The US justified its

extensive military aid program to Pakistan as a strategic measure aimed at

preventing Pakistan from pursuing nuclear capabilities. Arms transfers were

presented as a means to incentivize Pakistan to maintain its status as a non-

nuclear state.4

Despite these efforts, both India and Pakistan conducted nuclear tests
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in 1998, defying expectations and further complicating non-proliferation

objectives. Notably, Pakistan’s nuclear programme received assistance from

both Western countries and China. Western nations occasionally turned a

blind eye to Pakistani scientists acquiring nuclear technology by

circumventing regulations or engaging in outright theft. China played a

significant role by providing nuclear design assistance, and there were

technological exchanges between Pakistan and China.5

When China joined the Nuclear Suppliers Group (NSG) in 2004, it

justified its cooperation with Pakistan’s Chashma nuclear power reactors as

a pre-existing commitment, allowing it to be covered under the ‘Grandfather

clause.’ Consequently, Pakistan continued to receive nuclear technology and

material from China, while India had to seek special dispensation from the

NSG and the International Atomic Energy Agency (IAEA).

These developments underscored the limitations of pursuing non-

proliferation goals without a comprehensive understanding of the regional

dynamics and interests at play.6 It became evident that India and Pakistan

were able to resist external pressures, illustrating the challenges and

impracticality of achieving nuclear disarmament in South Asia.

These developments highlighted the need for a more nuanced approach

that considered the unique complexities of the region. Subsequently, the

focus shifted towards managing the risks associated with nuclear capabilities

rather than seeking outright disarmament. The US and the international

community began to engage in diplomatic efforts aimed at promoting

confidence-building measures, encouraging dialogue, and establishing

frameworks for nuclear risk reduction in South Asia.

Focus Shifts to the Kashmir Issue

The rise of a separatist movement in Kashmir in 1989 raised Pakistan’s

aspirations and eventually led to the Kargil conflict in 1999. As efforts to

prevent the nuclearization of South Asia proved unsuccessful, the US shifted

its focus to the long-standing Kashmir dispute, widely believed to be a key

factor driving the nuclear arms race in the region.

The Kashmir issue was recognized by US officials and intelligence analysts

as the world’s most probable flashpoint for a nuclear war. However, it became
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clear that the dispute extended beyond mere territorial disagreements. It

involved defining competing national identities: India as a secular state and

Pakistan as an Islamic one. This intricate dynamic made external mediation

in the Kashmir issue exceedingly challenging. Pakistan insisted on a plebiscite

that would lead to Kashmir’s accession to Pakistan, disregarding alternative

solutions.

In February 1999, a glimmer of hope for regional reconciliation emerged

when Indian Prime Minister Atal Bihari Vajpayee visited Pakistan. However,

these hopes were shattered by the eruption of intense fighting during the

Kargil conflict later that year. The conflict erupted when Pakistani forces

infiltrated the Kargil district of Jammu and Kashmir. Adding further

complexity and uncertainty to the region, Pakistan’s fragile democracy was

subsequently overthrown in October 1999 by a military coup led by General

Pervez Musharraf.

These developments underscored the deep-rooted challenges and

complexities of the Kashmir issue, making a resolution through external

mediation increasingly elusive. The US recognized the limitations of its

influence and turned its attention to promoting dialogue and confidence-

building measures between India and Pakistan, aimed at mitigating tension

and fostering regional stability.

Role of US in the Kargil Crisis

During the Kargil Crisis of 1999, the US played a significant role, intervening

diplomatically to help resolve the conflict between India and Pakistan. During

this crisis, the US demanded that Pakistan withdraw its forces from the Line

of Control (LoC) in Kargil and urged India to refrain from crossing the

LoC or launching attacks on Pakistan elsewhere. The US was able to exert

influence in this situation because it had established close dialogue with

both India and Pakistan.

The Kargil Crisis highlighted that US intervention did not necessarily

go against Indian interests. This experience fostered a new level of trust in

bilateral relations and raised hopes for a more substantial relationship with

the US.7 The Clinton Administration played a decisive role in the conflict

by pressuring Pakistan to end its aggression, demonstrating a distinct approach

in dealing with India and Pakistan.
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The US viewed India as an emerging power on the global stage and a

potential partner. India also viewed the US agenda as being positive during

the Kargil Crisis. In contrast, Pakistan perceived US policy objectives as

directed against its support of the Taliban, involvement in narcotics

trafficking, and religious extremism.

A Positive Shift in US-India Relations

During the 1990s, the US underwent a significant change in its approach

towards South Asia. Now a positive shift took place in the US-India relations,

which stemmed from a recognition of India’s economic prowess, regional

influence, and shared interests between the two countries.

Despite a period of democratic rule in Pakistan, the country faced

challenges. Its institutions deteriorated, and its military continued to meddle

in politics. In contrast, the US began acknowledging India’s economic,

diplomatic, and military prominence in the region, leading to a shift in

focus.

During President Clinton’s second term, the need for a special relationship

with Pakistan diminished. Instead, the Clinton administration started

according recognition to India’s dominant position. This was evident in

President Clinton’s successful visit to India in March 2000.8 India’s economic

reforms, sustained growth, expanding middle class, and investment

opportunities made it an attractive market and partner for the US.

The changing economic landscape of India, coupled with its increasing

global visibility, played a significant role in the positive shift in US-India

relations. Despite lingering differences, both countries shared common

interests, such as investment, technology exchange, and India’s critical role

in software and computer products. India also appreciated the balanced and

effective diplomacy of the US during regional crises. Besides, India’s growing

diaspora and strategic importance enhanced its visibility within the US.

Furthermore, it became evident that India and Pakistan were not

comparable entities. While India did not match China’s level of influence, it

held significant influence in the Asian sphere. However, recognizing India’s

importance did not imply neglecting Pakistan, particularly as a nuclear-
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armed state. Both India and the US were status quo powers, and despite

ongoing differences, they were able to find common ground.

US-China Relations in the 1990s

In the 1980s and 1990s, China underwent a significant pro-market

transformation driven by internal dynamics. During this era, Francis

Fukuyama made a bold prediction that these economic changes would

inevitably pave the way for democratic reforms and global harmony. He

envisioned that Chinese students, business-people, and tourists exposed to

Western ideals would catalyze reformist movements upon their return,

ultimately leading to democratic triumph.

While the shift to a market-oriented economy did lift millions out of

poverty, the anticipated democratic progress failed to materialize following

the Cold War. In fact, in some instances, democratic principles regressed.

The Tiananmen Square massacre, far from marking the demise of Chinese

authoritarianism, underscored the determination of the Communist Party

elite to safeguard their political dominance amidst economic liberalization.9

Contrary to expectations, Chinese political landscape in the late twentieth

and early twenty-first centuries was not shaped by embracing Western

democracy. Instead, it witnessed a resurgence of nationalism and a forceful

reinterpretation of historical narratives, illustrating a divergence from

Fukuyama’s anticipated trajectory.10

Post-Cold War, the original motivation behind China-US rapprochement

waned. The aftermath of the Tiananmen Square protests saw the US and

other governments impose measures against China’s human rights violations,

including suspending high-level official exchanges and imposing economic

sanctions. Despite these actions, the Bush administration maintained a less

critical stance towards Beijing, hoping for normalized relations. However,

the Tiananmen events disrupted the US-China trade relationship, leading

to decreased US investor interest and tourism.

During this period, China encountered three primary challenges. First,

there was the risk to China’s political autonomy and domestic stability due

to its significant economic interdependence with the US. Second, China

reassessed its strategic environment and devalued the importance of the US
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in the regional balance of power. Underlying the first two issues was the

third one, the rise of Chinese nationalism, which gradually became the most

controversial and problematic aspect of China’s American policy.11 Deng

Xiaoping, acknowledging US hegemony, adopted a low-profile foreign policy

focused on domestic development.

In 1992, Bill Clinton criticized his predecessor George H.W. Bush for

prioritizing trade over human rights issues in China. His administration

linked China’s most favoured nation trading status to human rights progress

but eventually delinked it despite China’s lack of compliance. The influential

lobbying power of corporate entities heavily invested in the Chinese economy

consistently compelled the Clinton administration to separate trade

considerations from human rights concerns.12 Congressional pressure led

Clinton to approve arms sales to Taiwan, further straining relations.

Tensions between the US and China peaked in 1993 over the Taiwan

Strait Crisis, with military manoeuvers by both sides. However, tensions

gradually eased, leading to improved bilateral relations, marked by high-

level visits and progress on various issues, including human rights and trade.

Despite challenges like the US bombing of the Chinese embassy in

Belgrade in 1999, leading to widespread outrage in China, both countries

reached agreements on compensation and began repairing relations. However,

accusations of espionage by a Chinese-American scientist in mid-1980s but

only detected in mid-1990s further strained ties. American officials alleged

that by the mid-1990s, China had built and tested small bombs, a

breakthrough accelerated by the theft of American nuclear secrets from Los

Alamos National Laboratory in New Mexico.13

US-South Asia Relations in the Post-9/11 Era

The relationship between the US and South Asian states underwent significant

changes in the post-9/11 era following the attacks on the World Trade Center

and Pentagon. The US had to reevaluate its policy towards Pakistan, leading

to a shift in the broader dynamics of South Asia.

President Bush lifted many sanctions on Pakistan and designated it a

major non-NATO ally, which entitled Pakistan to purchase certain military

equipment at reduced prices. Pakistan once again served as a support base
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for the Afghan war and was considered a partner in tracking down al-Qaeda

and Taliban leaders who had fled to Pakistan. The US initiated a substantial

military and economic assistance programme, providing Pakistan with $1

billion for the use of its facilities. However, allegations later surfaced that

Pakistan was supporting both sides of the conflict.

India was keen to join US militarily in its war against terror. However,

the US chose Pakistan instead. The US saw Pakistan’s geographic access to

the main theatre of war in Afghanistan and its intimate knowledge of the

Taliban as advantageous. India, on the other hand, was viewed as an emerging

power and a counterbalance to China.

The events of September 11 challenged the Clinton administration’s

policy of treating Pakistan as a failing and pariah state, and the Bush

administration restored Pakistan to its role as a frontline state. The US

rewarded the Musharraf government with large-scale military and economic

assistance, and it appeared that the US was resuming its role as an offshore

balancer.14

However, there was a difference this time, as the US sought to enlist

both India and Pakistan in the war against terror. Some US officials, like

Ashley J. Tellis, attempted to persuade India to join forces with Pakistan as a

US ally.

Despite incremental progress, disagreements persisted between India and

the US on certain issues. India’s independent actions occasionally diverged

from the US and the global agenda of the Bush administration. The US

prioritized its global security interests over India’s pursuit of energy

independence. Their approaches towards Iran differed as well, with the US

seeking to punish Iran and potentially change its regime, while India had its

own interests. India also continued its arms purchase relationship with Russia.

Nevertheless, the India-US relationship showed signs of advancement,

with both countries establishing a new framework for defence cooperation

in 2005, signifying a growing strategic partnership.15 India’s ability to navigate

a multipolar world became evident.
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US Starts Engaging with Other South Asian Countries

Prior to the events of 9/11, there were already discussions about engaging

with smaller South Asian nations.16 However, in the aftermath of 9/11, the

scope of US involvement in South Asia expanded beyond counterterrorism

efforts. The US began to look at deeper conflicts in the region, promote

regional stability, and encourage economic integration. Under the pressure

of Washington Consensus for globalization and privatization, most countries

of the region adopted liberal economic policies. It led to increased trade

between India and Bangladesh. Besides, trade between India and Sri Lanka

also increased.

US policy towards South Asia since 9/11 represented a fundamental

change in the extent and quality of US engagement in the region. South

Asian leaders eagerly sought US engagement in their regional and internal

disputes, recognizing the importance of South Asian security as a global

issue. However, the unintended consequences of US strategies during the

Cold War era, such as the rise of religious extremism and international

terrorism, posed challenges to regional stability.

The US also acknowledged the importance of addressing conflicts beyond

India and Pakistan, including Sri Lanka, Nepal, and Bangladesh. The US

became more directly involved in the civil war in Sri Lanka and the threat of

Maoist insurgency in Nepal. There was a realization that defeating terrorism

required dealing with failing states, and the US adopted a strategy to root

out the forces of extremism and encourage conflict resolution.

The events of 11 September  had led to a globalization of South Asian

security, which in turn increased consultations between the US and India

regarding sub-continental security issues. Previously, India had aimed to

maintain its exclusive role in managing conflicts and prevent other major

powers from encroaching on what it considered its sphere of influence.

Protecting this sphere of influence had been a crucial national security priority

for India, even though it couldn’t completely prevent China and Pakistan

from exerting their influence in the region.

Before 11 September, India would have opposed an expanded US military

and diplomatic presence in its immediate neighbourhood, despite seeking

and expecting improved relations with the US. However, the shifting
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international landscape made India recognize the potential of the US to act

as a stabilizing force. India understood that its own regional interests were

not at odds with current US priorities, but rather aligned with them.17

Consequently, the challenge for New Delhi and Washington was to move

beyond mere consultation and develop substantive political and security

cooperation to address issues like failing states, political moderation, regional

conflict resolution, and the defeat of regional extremism.

India exhibited a willingness to shed its accumulated mistrust of

Washington and actively sought stronger bilateral ties with the US. It was

prepared to collaborate with the US to promote peace and prosperity in the

region. The events of 11 September and the changing dynamics in South

Asia created opportunities for partnerships between India, the US, and other

regional actors.
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CHAPTER 4

Shifts in Global Security Paradigm

The global security landscape began to shift at the turn of the century marked

by emergence of China as a major power driven by aspirations of global

influence. This has significantly altered the global security dynamics,

challenging the traditional dominance of the US. The economic growth of

Asian countries, particularly China, has shifted the global economic centre,

influencing the geopolitical landscape.

China experienced significant growth after Deng Xiaoping implemented

a new economic policy in December 1978, known as the Open Door Policy,

which allowed foreign businesses to operate in the country. This policy

propelled China into becoming a major economic power by the end of the

twentieth century. Additionally, China’s membership in the World Trade

Organization (WTO) further accelerated its already high growth economy

and transformed it into a major trading nation. As China’s economic interests

expanded, so did its core interests, leading to a more assertive military and

economic posture aimed at defending its expanding interests and attaining

great power status.

China’s assertiveness became particularly apparent following the global

financial crisis of 2008. While most major economies were significantly

impacted, China emerged relatively unscathed.1 This success prompted a

shift in China’s foreign policy from a stance of ‘hide and bide’ to ‘seize and

lead.’ China’s current objectives include reestablishing dominance in Asia,

asserting territorial claims, and reshaping the regional order.2

China also sought to engage with the US as a major global power, no
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longer content with playing a secondary role. It aimed to challenge the US-

led global order and establish a Sino-dominated order in its place. While

aware that this transformation would not occur overnight, China has

endeavoured to increase its influence within existing world bodies during

this transitional period.

China’s assertive behaviour has been most evident in the South China

Sea, where it has made expansive territorial claims. Under the leadership of

Xi Jinping, China’s ambitions have grown further. The country has taken

unilateral actions and displayed a reluctance to adhere to rule-based systems.

These Chinese claims and actions have led to tensions with smaller

countries in the region, including Japan. The East Asia and Western Pacific

regions, where the US maintains important military assets and treaty

commitments, are also areas of concern. The US is apprehensive that China’s

increasing assertiveness could potentially lead to a major conflict in the region.

Therefore, the US aims to collaborate with other regional countries to

establish a safe, secure, prosperous, free, and open Indo-Pacific region. The

security focus of the US has now shifted to the Indo-Pacific after its withdrawal

from Afghanistan.

In response to China’s growing assertiveness, the US has developed its

own IPS, incorporating the Quadrilateral Security Dialogue (Quad).

Leveraging its improved relationship with India and engaging other South

Asian nations, the US aims to maintain a favourable balance of power.

Recognizing that China’s expanding influence in South Asia undermines

the strategic interests of both India and the US, they have joined forces with

other democratic allies to uphold a free and open Indo-Pacific region.

China Challenges US Dominance through Maritime Expansion

China’s emergence as a major power has driven its efforts to extend influence

and safeguard interests. The primary area of competition between the US

and China remains East Asia and the Western Pacific, where the US maintains

significant military assets and treaty commitments. China seeks to challenge

the US’ position by leveraging its strengthened maritime presence.

Traditionally a coastal power, China’s expanding economic interests have

prompted a shift towards maritime orientation and a desire to project power
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into the Indian Ocean. Chinese military planning is aligned with this

objective, involving the modernization of the People’s Liberation Army (PLA)

through the expansion of submarine fleets and aircraft carriers, extending

beyond the capture of Taiwan.

China seeks to reduce its reliance on US naval powers to secure crucial

sea lanes for oil transportation that pass through the Indian Ocean.3 It aims

to bolster its own naval capabilities at strategic chokepoints along the sea

routes from the Persian Gulf to the South China Sea. Bases like Sanya on

Hainan Island, which house submarines, strengthen China’s naval presence.

These objectives of China led to changes in China’s military doctrine,

moving away from Mao Zedong and Zhou Enlai’s ‘People’s War’ doctrine,

which primarily focused on land-based forces. China now sought to become

a maritime power capable of defending its overseas interests. The 2006

Defence White Paper of the Chinese navy emphasized the development of

sea-based forces, with strategic objectives focused on expanding offshore

defensive operations, enhancing integrated maritime operations, and

strengthening nuclear counter-attack capabilities.

China’s increased emphasis on sea power was reflected in higher budget

allocations for its navy. With the second-highest defence expenditure globally,

China’s navy surpasses the Indian navy both in terms of quality and quantity.

China’s military modernization plans, including the development of a

blue-water navy and advanced missile capabilities, present a formidable

challenge to the US presence and its regional competitors such as Japan and

India. Through a combination of trade, investment, military-industrial

complex, and strategic alliances, China aims to reassert dominance in Asia,

reclaim disputed territories, and reshape the regional order.

Central to China’s long-term strategy is the objective of limiting the

regional role of the US, marginalizing traditional US allies like Japan, and

dictating the resolution of disputes on its own terms.4 China’s strategic vision

includes hindering the effectiveness of the US Navy’s operations within the

first island chain and establishing dominance in the region. However, these

efforts have led to escalating tensions and encounters between US and Chinese

military forces.
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China’s Presence in South Asia Constrains India and US

China’s presence in the Indian Ocean Region (IOR) is driven by its high

dependence on the Malacca Straits for energy supply, which makes it

vulnerable to economic coercion during conflicts with major powers like

the US. To mitigate this vulnerability, China is investing in infrastructure to

sustain alternative trade routes.5 Since 2008, China has been striving to

establish a naval presence in the IOR to facilitate economic activities and

protect its strategic interests, under the pretext of countering terrorism and

piracy. Construction began on China’s first overseas quasi-military base in

Djibouti in 2017, primarily serving as a naval logistics facility. China is also

exploring the feasibility of a naval base at Gwadar port.

China has successfully pursued diplomatic ties with South Asian states.

It has implemented a number of projects under the Belt and Road Initiative

(BRI). It has invested in the construction of container ports, including the

acquisition of a 99-year lease on the Hambantota port. This maritime

expansion in India’s periphery can be seen as an attempt to contain India

and challenge US military power.

While China may not seek naval domination of the Indian Ocean due

to India’s geographical advantages, it aims to play a greater role in the region.

China’s presence in the Indian Ocean expands its strategic depth in India’s

vicinity and limits the maneuverability of the Indian navy. This growing

maritime strength also serves to confine India within South Asia, with support

from key allies like Pakistan, as the Sino-Indian relationship remains largely

competitive.

In response to China’s expanding presence in the IOR, India has been

strengthening its relationships with strategic partners. India, along with Japan

and the US, has expressed a collective intention to support strategic port

development in the Indo-Pacific. India has also signed agreements with

Singapore and the US to share logistics and actively collaborates with

Canberra, Washington, and Tokyo in the political and military realms to

address China’s power projection in the Indo-Pacific. However, it is unlikely

that this coalition will develop into a formal treaty alliance in the near future.
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The Complex Rivalry between India and China

The rivalry between China and India in South Asia has had far-reaching

implications for the region and the global order. This complex competition

spans multiple domains, including geopolitics, economics, technology,

ideology, and soft power, and is evident at bilateral, regional, and global

levels.

The historical Sino-Indian border conflict in 1962 marked a turning

point in India’s approach to balancing China. While the US attempted to

forge closer ties with China in 1971 through Pakistan, this move pushed

India closer to the Soviet Union. However, the dynamics have since evolved

dramatically.

The longstanding boundary dispute is a major source of tension between

the two countries. With the longest non-demarcated border in the world,

China and India have competing territorial claims in areas like Aksai Chin

and Arunachal Pradesh. The 1962 war and subsequent skirmishes have left

a historical burden on their relationship. The boundary dispute has resurfaced

since 2013, leading to several military standoffs, including the 2017

trijunction standoff and the more recent 2020-21 conflict in Ladakh. These

incidents have strained the bilateral relationship and eroded trust.

Another point of contention is China’s suspicions regarding India’s

attitude towards Tibet. China has been wary of India’s relationship with the

Dalai Lama and the Tibetan government-in-exile based in Dharamshala.

The Tibetan presence in India, including the deployment of the Special

Frontier Force, has been a source of concern for Beijing. Additionally, India

objects to China’s reluctance to recognize Jammu and Kashmir as part of

India and has shown opposition to China’s BRI.

The strategic partnership between China and Pakistan has further fueled

tensions between China and India. India views China’s support for Pakistan,

particularly through initiatives like the CPEC which passes through a disputed

area as problematic. Delhi thinks that Beijing is enhancing Islamabad’s

military capabilities and providing diplomatic cover at international

institutions. China’s deepening ties with other South Asian countries,

including Bangladesh, the Maldives, Myanmar, Nepal, and Sri Lanka,

through the BRI, have also raised concerns for India, as it perceives China as
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encroaching on its sphere of influence. This perception has led to India’s

opposition to the BRI and increased its willingness to work with like-minded

partners to counter Chinese influence.

Economic ties between China and India have grown, but so have tensions.

India has raised concerns about the trade deficit, lack of market access,

intellectual property theft, data security, and China’s influence over Chinese

companies operating in India. The economic dimension of the rivalry has

played a role in India’s decision not to join the Regional Comprehensive

Economic Partnership in 2019.

At the regional and global levels, China’s expanding influence and

assertiveness in the IOR and its opposition to India’s deepening ties with

like-minded partners have added to the rivalry. China’s unilateral actions in

the South and East China Seas, as well as its borders with Bhutan, India, and

Nepal, have raised concerns about Beijing’s adherence to international rules

and norms. India has sought to counterbalance China’s influence by

strengthening partnerships with countries like the US, Australia, France,

and Japan, with a focus on maintaining a rules-based order in the Indian

Ocean.

The differing visions of China and India for the region and their

approaches on the global stage have further strained their relationship. China

sees Asia in a hierarchical manner with itself at the top, while India advocates

for a multipolar Asia.6 China’s resistance to India’s aspirations for a permanent

seat in the UN Security Council and its efforts to limit India’s rise have been

sources of contention. India, on the other hand, has cooperated with like-

minded partners to counter Chinese influence in international organizations.

Additionally, the ideological contrast between the two countries, particularly

regarding political systems, has become a sensitive subject. China’s efforts to

undermine the effectiveness of democracies, including India, have reinforced

the rivalry and hindered cooperation during the Covid crisis.

India, as a rising power, is determined not to play second fiddle to China.

With a growing economy and population, India holds significant influence

in the Asian region. However, it remains cautious of China’s expansionist

tendencies. Despite increasing economic ties, India maintains wariness of

Beijing’s intentions, particularly in relation to unresolved issues such as the
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border, Tibet, Pakistan, and geopolitical rivalries. India perceives China’s

actions as containment efforts and seeks to strengthen its strategic ties with

the US to bolster its position and navigate the challenges posed by China

and its neighbour, Pakistan.

Transformation of India–US Ties

A transformation has taken place in the India-US ties due to the need to

contain Chinese regional assertiveness. The aim is to handle the threat of

terrorism and due to growing economic synergy in the high-tech sector.7

The US initially wanted a multi-polar Asia, which is not dominated by any

single power. A multi-polar Asia with India, China and Japan as three different

players would have helped it maintain balance of power in its favour.

To create a strong India under President George W. Bush, the US lifted

sanctions imposed on India over its nuclear weapons programme and signed

defence (2005) and nuclear (2008) cooperation agreements. President Barack

Obama further emphasized the importance of the US-India relationship,

considering it the ‘indispensable partnership of the 21st century.’8 Both New

Delhi and Washington agreed that China was posing a challenge to the

global order. However, China is now not content just being a pole in Asia. It

wants a great power status for itself. This desire of China has created friction

with the US and both countries are now engaged in an intense rivalry.

The US views China’s rivalry with India as destabilizing, but it has also

used it as an opportunity to strengthen its partnership with India. The US

sees India as a geopolitical counterbalance, economic alternative and

democratic contrast to China, which aligns with its interests in countering

China’s influence.

India, in turn, sees the US as crucial to its strategy of managing China.

It has cooperated with the US in various ways, including internal and external

balancing. India has found that its ties with the US have given China an

incentive to engage with India more seriously. The US has also contributed

to enhancing India’s military, economic, and technological capabilities, and

it is part of India’s network of partnerships that help maintain a favorable

balance of power in the region.

The US has also worked with India to counter Chinese resistance in
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international institutions. This has benefitted India in areas such as obtaining

waivers, designations, and blocking China-Pakistan efforts related to issues

like technology access, counter-terrorism, and Kashmir.

The competition between the US and China has significantly influenced

Washington’s perspectives and strategies in South Asia. The US now regards

the CPEC with skepticism, citing concerns over its costs and lack of

transparency. Additionally, there has been a heightened focus on smaller

South Asian states by the US, with increased provisions of security and

development assistance. This intensified competition between the US and

China, coupled with apprehensions regarding Chinese activities in South

Asia, has facilitated greater consultation, coordination, and cooperation

between the US and India in the region. India, in turn, has demonstrated a

growing openness to extra-regional involvement, particularly if it presents

viable alternatives to China’s initiatives.

India’s Cold War-era opposition to the US’s forward presence has been

buried as it recognizes the value of balancing China’s power. The US views

India as a strategic partner and a net security provider in the Indian Ocean

and beyond. The convergence of interests between the US and India has led

to a closer alignment of their strategic aims, particularly in countering China’s

expansionist moves. India’s democratic values, strategic ambitions, and

regional influence frustrate China’s efforts to establish a Sino-centric order.

As the competition between China and the US intensifies, India finds itself

in a ‘swing state’ position, similar to China’s role during the Cold War.

India now actively seeks closer ties with the US. India desires American

economic and technological assistance to support its rise as a major power

and maintain its maritime preeminence in the IOR. India’s defense

acquisitions from the US have directly enhanced its capabilities vis-à-vis

China. Initiatives like the Defence Trade and Technology Initiative (DTTI)

aim to deepen defence cooperation and move towards co-development and

co-production models.

While the primary area of US-China competition remains in East Asia

and the western Pacific, China sees the US, particularly its ties with India, as

part of its challenge in South Asia. China sees the US presence in the region

as negative, although there have been some instances of cooperation or
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consultation in response to crises. However, as the rivalry between the US

and China intensifies, it could potentially change the dynamics in the region.

The traditional security concerns of India, namely Pakistan and China, have

now become immediate and long-term concerns for Washington as well.

Despite these major changes, both countries still have some remaining

concerns. First, India views the US-Pakistan’s military ties as supporting

China’s strategy to keep India off balance. Trade disputes, barriers, and issues

such as intellectual property, H1B visas, and market access have also hindered

business ties between the two countries. India is wary of aligning too closely

with the US due to the potential backlash from China, which could strengthen

its influence over India’s smaller neighbors and exacerbate India’s security

concerns. India values its strategic autonomy and sees itself as a rising great

power, not a junior partner to the US. There is also an undercurrent of

suspicion in New Delhi that Washington may be a fickle and unreliable

partner, with shifting priorities and policies that could negatively affect India’s

national interests.

On the other hand, Beijing is attempting to woo and coerce India to

prevent a closer US-India relationship that could challenge China’s comfort.

China has promised significant investments in India and has played on India’s

fears of the US changing its stance on China in the future. India is concerned

about the emergence of a US-China condominium where China remains

hostile to India, and the US is unavailable as a balancing power. Past instances,

such as the Obama administration’s silence on the Sino-Indian border dispute

and the cancellation of a joint army drill in Arunachal state, have left a

lingering sense of doubt among Indian policymakers about US support in

times of crisis.

From the US perspective, there are doubts about India’s claim to global

power. Some believe that India’s material basis of power is weak and insecure

due to the failure to implement necessary economic reforms. There is a

perception that India lacks the economic clout to match China and fulfill

the role of a regional security provider. Some American policymakers see an

alignment with India as costly and risky, preferring a deal with China for

shared hegemony. They argue that the US would not be able to fulfill a

commitment to Indian security against China and Pakistan and that an

alignment with India presents more risks than benefits.
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De-hyphenation of India and Pakistan gets more pronounced
under Obama

During President Obama’s tenure, India-US relations experienced significant

progress despite initial challenges. Obama initially tried to move away from

the Bush administration’s policy of treating India and Pakistan separately,

advocating for an integrated approach in the region. While urging Pakistan

to combat extremism and cooperate in counterterrorism efforts, he also

encouraged dialogue between India and Pakistan regarding the Kashmir issue.

However, India remained cautious of potential US involvement in Kashmir,

fearing it could disrupt security cooperation.

Following this, Obama’s proposal of a ‘Group of Two’ (G-2) partnership

with China garnered attention but also raised significant concerns. The aim

was to collectively address global challenges. However, China’s reluctance to

participate resulted in a loss of momentum for the idea. It’s worth noting

that China, which had been eager for great power status, missed out on this

opportunity at the time.

The de-hyphenation of India and Pakistan, initiated under Bush,

continued under Obama, acknowledging both countries’ individual merits.

India was recognized as a crucial partner in managing Asia’s power balance

and addressing global challenges, while Pakistan’s role in the war on terror

was acknowledged.

Obama’s visit to India in 2010 marked a significant milestone, with

endorsements for India’s bid for a permanent UN Security Council seat and

easing export controls on sensitive technology imposed after India’s 1998

Pokhran II nuclear tests. Notably, Obama refrained from visiting Pakistan

during his presidency, signaling a further separation between India and

Pakistan. However, he pushed for India to liberalize its economy and reform

its Intellectual Property Rights regime under pressure from US corporations.

India-US relations continued to strengthen, with Obama making history

as the first US president to attend India’s Republic Day parade and visit the

country twice while in office. Modi emerged as a key partner, which was

particularly evident during the Paris Accord meeting in December 2015.

During Modi’s subsequent visit to the US in June 2016, the Obama

administration elevated India’s status to that of a major defence partner.



Shifts in Global Security Paradigm o 63

This designation aimed to redefine the growing defence collaboration between

the two nations, offering India enhanced cooperation. Although not

equivalent to US relationships with NATO allies or Israel, it marked a

departure from India’s previous position on the periphery of American

influence.

India gained access to advanced US defence equipment and technology,

with opportunities for co-development and co-production emerging as new

areas of cooperation. This evolution underscored the deepening strategic

partnership between India and the US, paving the way for closer defence

ties in the future.

Shift in Power Dynamics in the Indo-Pacific

The Obama administration faced a significant setback in maintaining

American leadership in the Indo-Pacific, particularly concerning China’s

island reclamation activities in the South China Sea. Despite the region’s

historical territorial disputes and economic importance, including vast oil,

gas, and mineral reserves and critical trade routes, China’s aggressive expansion

largely went unchecked during Obama’s tenure.

Under Xi Jinping’s leadership, China began reclaiming land in the South

China Sea in 2013 to bolster its strategic and maritime interests. Despite

international concerns, the Obama administration’s response remained

passive, allowing China to steadily tighten its grip on the region. Even

Obama’s defence secretary, Ash Carter, criticized the administration’s leniency,

which emboldened China’s ambitious expansion efforts.

In 2013, the Philippines filed an arbitration case challenging China’s

sovereignty claims, but China dismissed the case and refused to participate

in the legal proceedings. Despite growing frustration from Southeast Asian

nations, the Obama administration did little to counter China’s actions,

enabling it to reclaim over 3,200 acres of land in the South China Sea by

2015.

While China claimed its activities were peaceful, satellite images revealed

militarization of these artificial islands with runways, ports, and military

structures. The administration’s neutral stance and limited practical actions

further underscored its inability to enforce international rulings.
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The change in Indian leadership in 2014 brought Narendra Modi to

power, leading to joint statements with the US condemning actions in the

South China Sea. This marked the first official and on-the-record projection

of a joint front against China by India and the US. Reports also surfaced

about potential joint patrols in disputed waters.

In 2016, The Hague ruled against China’s claims, deeming its island-

building efforts unlawful. Despite this, China continued its expansion,

signaling a significant shift in power dynamics in the Indo-Pacific. These

developments made clear that in the Indo-Pacific there was no country

powerful enough to stop China from its misadventures. Despite conducting

freedom of navigation operations in the South China Sea, the US maintained

a neutral stance towards all parties, and its official policy had limited practical

significance in enforcing the UN ruling.

Admiral Harry Harris, during a security conference in India, urged joint

efforts with the US, Japan, and Australia through the Quadrilateral Security

Dialogue to address regional challenges. He believed such an alliance could

have deterred China’s aggressive actions earlier and stressed the importance

of initiating it, despite its delayed commencement.

Transformative Shifts in India-US Relations under the Trump
Presidency

During the Trump presidency, initially, there was a sense of uncertainty in

the Modi government. He started by imposing visa restrictions and criticizing

India as the ‘tariff king.’ He also grouped India and China together on trade

and accused them of receiving an unfair advantage on climate change, which

led to US withdrawal from the Paris climate accord.

However, soon after crucial foreign policy shifts took place, and a more

positive foreign policy framework emerged for India after Prime Minister

Modi visited the White House in June 2017. There was a revival of the

Quad and renaming the Pacific Command as the ‘Indo-Pacific’ Command.

Over a few months in 2018, significant developments took place, such as

India’s categorization under Strategic Trade Authorization (STA)-1, the first

2+2 dialogue, the signing of COMCASA, and approvals related to CAATSA

waivers, Iran oil purchases, and Chabahar.
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There were major changes in US policy towards Pakistan and China,

two of India’s biggest concerns. Trump declared an end to aid to Pakistan,

citing its support for terrorists. The US suspended military assistance and

sales to Pakistan and played a leading role in Pakistan’s grey-listing at the

Financial Action Task Force (FATF). The US also offered India moral and

military support to counter Chinese aggression, took a stance against China’s

BRI and 5G telecom push, and pledged a response to China’s loans in the

Indo-Pacific region.

Under the presidency of Donald Trump, the US’s relations with several

close allies deteriorated significantly. However, the relationship between the

US and India experienced notable improvements during this period. The

defence and intelligence cooperation between the two countries reached new

heights, with a particular focus on maritime security through various

agreements. Bilateral trade also witnessed steady growth. At a personal level,

there appeared to be a strong bond between Prime Minister Narendra Modi

and President Trump.

One of Donald Trump’s campaign promises was to end the war in

Afghanistan. He negotiated an agreement with the Taliban in 2020 to

withdraw all US forces.9 India was initially unhappy with Trump’s

negotiations with the Taliban, but even that served a purpose. The withdrawal

of the US from Afghanistan has also removed a factor that previously had

hindered closer India-US relations—the support of Pakistan.

Defence cooperation between India and the US significantly improved.

There was an increase in equipment sales, joint military exercises, and

technological collaboration. Since 2008, the US’s defence exports to India

grew from zero to a cumulative $20 billion, and it now accounts for 15 per

cent of India’s military equipment purchases. During the Trump

administration, India was able to sign defence agreements with the US that

had eluded previous Indian governments. These arrangements promoted

the interoperability of the two countries’ forces and covered everything from

logistics to communications. The Indian armed forces conducted more joint

exercises with the US military since 2005 than with all other countries’

militaries combined. The annual Malabar naval exercise, which initially

involved India and the US, expanded to include Japan and was expected to

include Australia after a 13-year hiatus.10
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Economic ties also strengthened between India and the US. In 2019,

the US surpassed China to become India’s largest trading partner. While

India’s trade with China declined in 2019, reaching $84 billion, its trade

with the US increased to $143 billion. India ranked as the ninth-largest

goods trading partner of the US, and US exports to India in goods and

services supported around 200,000 jobs.

However, the Trump Administration also showed its disregard for the

world order, international institutions, and multilateral cooperation. This

made India-US relations occasionally appear transactional. This was in

contrast to previous Bush and Obama administrations, which considered

India’s rise in the interest of the US. There were also some differences over

the central issue of China between India and the US. India sought to maintain

a delicate balance with Beijing. India’s vision for a ‘free, open, and inclusive

Indo-Pacific,’ outlined by Modi in 2018, differs from the American vision,

as it includes accommodating China and focuses on uncontroversial issues.

Strengthening the US-India Strategic Partnership to Counter
Assertive China

The increasing assertiveness of China has brought about a significant power

shift in the Indo-Pacific region, leading to heightened tensions and concerns

about regional stability. During the Trump presidency, both India and the

US deepened their strategic partnership to address these challenges and

counter China’s expanding influence, particularly in the Indian Ocean and

beyond. China’s aggressive diplomatic approach, known as ‘Wolf Warrior

diplomacy,’ targeted not only the US but also India, raising alarm bells in

both countries.

India, in particular, voiced concerns about China’s growing military

presence in the Indian Ocean, its strengthening ties with Pakistan, and its

interference in neighbouring countries like Myanmar, Nepal, and Sri Lanka.

Additionally, China’s opposition to Indian interests in international forums

like the United Nations further strained relations between the two Asian

giants.

The border tensions between India and China reached a boiling point

in April 2020 when China attempted to redefine the Line of Actual Control
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in the Ladakh region, resulting in a deadly clash in June 2020 that claimed

the lives of 20 Indian soldiers and an undisclosed number of Chinese troops.

President Trump, aware of the challenges posed by China, reshaped his

administration to align with his strategic vision. His strategy towards China,

influenced by his earlier writings in ‘The America We Deserve,’ focused on

addressing issues such as unfair trade practices, intellectual property theft,

and the significant trade deficit through negotiations and sanctions.

Trump also sought to cultivate a personal relationship with President Xi

Jinping of China to leverage tough sanctions on North Korea. His

administration prioritized enhancing communication between the US and

Chinese military forces, as outlined in the National Defense Strategy of

December 2017.

Furthermore, Trump advocated for a comprehensive approach to

challenge China’s economic dominance, reform misconduct at the World

Trade Organization, and foster a ‘free and open Indo-Pacific’ region through

collaboration with allies and partners.11 This IPS, formalized during his

presidency, aimed to coordinate efforts across various government agencies

and enlist support from regional allies.

Recognizing that the challenges in the Indo-Pacific region exceeded the

capacity of any single country to address alone, President Trump emphasized

cooperation with like-minded allies and partners to tackle common issues.

Ahead of his Asia trip in November 2017, he focused on strengthening

military alliances with Japan, South Korea, Australia, the Philippines, and

Thailand, while also expanding partnerships with Singapore, Taiwan, New

Zealand, and Mongolia. Operationalizing the major defense partnership

with India was a significant milestone in this strategic approach, following

Trump’s meeting with Prime Minister Narendra Modi. President Trump

also focused on enhancing security relationships with Southeast Asian partners

like Vietnam, Indonesia, Malaysia, and sustained engagements with Brunei.

South Asia’s Resurgence in US Foreign Policy

The change in global security landscape because of the rise of assertive China

has also prompted a strategic recalibration by the US and has given renewed

significance to South Asia in US foreign policy. South Asia is important for
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global geopolitical interests because of its strategic location. It connects the

Middle East, Central Asia, and the Indian Ocean. However, China’s escalating

presence in the region, marked by significant economic investments and

strategic collaborations, has heightened concerns about regional stability.

To counterbalance Beijing’s expanding influence, the US is strategically

aligning with South Asian nations, notably India, to safeguard regional

stability. This strategy involves forging security partnerships and alliances to

address shared concerns such as counterterrorism and regional security threats,

while also curbing China’s influence.

During President Trump’s administration, concerted efforts were made

to cultivate emerging partnerships with countries across South Asia, including

Sri Lanka, the Maldives, Bangladesh, and Nepal. This underscores a broader

strategy aimed at bolstering US presence and influence in the region.

However, China’s assertive presence, exemplified by initiatives like the

CPEC, has heightened geopolitical tensions, particularly in Pakistan, where

Beijing’s investments have bolstered its influence.12 Additionally, China’s

expansive BRI projects have extended its reach across various South Asian

nations, intensifying competition with the US.

In this landscape, India emerges as a key player, actively seeking to

enhance its strategic partnership with the US to counterbalance China’s

regional dominance and address pressing security concerns. This partnership

serves as a linchpin in navigating the evolving geopolitical dynamics of South

Asia.

Attempts to Restore American Leadership

The Obama Administration witnessed a significant power shift in the Western

Pacific and South China Sea region, highlighting the lack of a country capable

of curbing China’s assertiveness. While Asia’s economic growth brought global

benefits, it also drew attention to territorial disputes and challenges to

international laws and norms, notably in the South China Sea. These concerns

were further exacerbated by China’s BRI.

In response to these shifting dynamics, the Indo-Pacific emerged as a

geopolitical framework, initially proposed by Japanese Prime Minister Shinzô

Abe in 2007 during his address to the Indian parliament. It aimed to
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strengthen ties among democracies in the Indian and Pacific Oceans to

safeguard sea lanes and promote prosperity. Recognizing the

interconnectedness and significance of the region, the Indo-Pacific construct

encompasses a broader geographical scope, emphasizing economic, security,

and diplomatic considerations.

The Indo-Pacific framework seeks to address evolving challenges and

opportunities, including the promotion of a rules-based order, freedom of

navigation, and shared prosperity. It encourages closer cooperation among

nations to tackle maritime security concerns, territorial disputes, and the

implications of initiatives like the BRI.

This construct signifies the interconnectedness and growing importance

of the Indo-Pacific region in global affairs. With over 65 per cent of global

GDP and vital trade routes passing through its waters, the region’s economic

significance cannot be ignored. Viewing the Indian and Pacific Oceans as a

single, continuous area became imperative for effective policy-making,

realizing that the interests of countries in both regions are interdependent.

The concept gained traction when President Donald Trump expressed

support for it in 2017, leading to widespread adoption by many countries.

The US aimed to restore its global leadership, particularly in the Indo-Pacific,

and officially announced the IPS during President Trump’s Asia trip in

November 2017. This strategy focused on economic integration, defence

cooperation, and countering China’s BRI to maintain US influence in the

region.

Japan played a crucial role in the development of the IPS, with like-

minded countries such as Australia and India joining forces to counter shared

concerns about China. The IPS has been incorporated into US national

security and defense strategies and has gained traction among various

countries and regional groupings, including ASEAN, France, Germany, and

the European Union.

These actors have also launched specific initiatives to complement their

Indo-Pacific strategies. The recent launch of the Indo-Pacific Economic

Framework for Prosperity (IPEF) by the Biden administration is one such

notable initiative. As India holds significant importance in the Indo-Pacific,

these strategies and initiatives have direct implications for New Delhi.
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CHAPTER 5

China’s Rise and South Asia

India has held sway over South Asia and the IOR since the departure of the

British from the region in 1947 due to its central geographic position and

strong political, economic, and cultural bonds with neighbouring countries.

However, in the past two decades, a subtle geopolitical shift has occurred as

a result of increased Chinese involvement in the region, posing a challenge

to India’s dominance and occasionally its security.

China’s economic rise and increased engagement with South Asian

nations in infrastructure and security spheres have prompted these countries,

especially India’s smaller neighbours, to reassess their ties with the larger

neighbour. Unlike other major external powers, China enjoys the advantage

of close geographical proximity to South Asia and possesses the capability

and willingness to provide extensive infrastructural financing. Its relationship

with South Asian nations increasingly emphasizes the military dimension.

China’s economic and political influence has rapidly expanded across

South Asia through investments, trade, military cooperation, and diplomatic

and cultural initiatives, enhancing its visibility and altering regional dynamics.

China’s Strategic Imperatives in South Asia

China’s South Asia policy is largely shaped by its military security concerns

with pronounced focus on India and the need to safeguard Tibet, considered

China’s ‘soft strategic underbelly.’1 China has boundary disputes with India

and Bhutan. These disputes stem from the 1947 partition of British India

and the 1950 Chinese Occupation of Tibet. While India’s borders contracted
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after the 1947 Partition, China’s expanded with the occupation of Tibet in

1950, leading to physical contact and tensions between the two nations.

These unresolved territorial disputes have led to significant conflicts,

including a full-scale war in 1962 and near-conflict in 1987. Despite

agreements in 1993 and 1996, talks over the past two decades have failed.

The territorial disputes have been complicated further by third-party interests,

particularly Pakistan’s, due to China’s historical alliance with the country.

China also aims to prevent the rise of potential regional competitors. It

maintains a unique approach to interstate relations, viewing states as either

hostile or subordinate. This perspective influences China’s alliances and

support strategies.

India’s perspective differs from China’s, historically hoping for joint Sino–

Indian leadership against Western influence. However, China’s increasing

influence in South Asia has strained this vision, with India perceiving it

detrimental to its interests.

Both nations desire a multipolar world but disagree on its structure.

China envisions an ‘inner core’ including the US, Russia, and itself. Both

countries court the US to balance their relationships, though China remains

cautious of India’s rising political influence and alignment with the US,

fearing it could become a frontline state against China.

China’s primary strategic imperative in the Indian Ocean is safeguarding

its vital sea lines of communications (SLOCs), particularly those traversing

the Strait of Hormuz, encircling the Indian subcontinent, and passing through

the Straits of Malacca. The region’s geography poses a significant challenge

for China, as it is predominantly enclosed and controlled by powers such as

India and the US. Consequently, China lacks control over key chokepoints

and encounters difficulties in projecting naval power due to the distance

and inadequate support facilities.

Given its critical reliance on shipping routes through the Indian Ocean,

China has embarked on port construction projects along these vital passages.

To address its vulnerabilities, China is employing various strategies, including

naval expansion, securing access to Indian Ocean ports, fostering overland

transportation links, and cultivating economic and political ties with regional
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states. However, these efforts only partially mitigate China’s strategic

weaknesses.

China is also enhancing overland connections to the Indian Ocean

through initiatives such as pipelines and economic corridors spanning

Myanmar, Pakistan, and the Xinjiang province. Yet, the susceptibility of

these connections to interdiction undermines their effectiveness in alleviating

China’s strategic vulnerabilities. Moreover, China’s bid to challenge India’s

influence in the Indian Ocean adds a maritime dimension to their rivalry.2

China also plans to strategically leverage South Asian port cities to

stimulate development in its western hinterland, recognizing them as gateways

to Gulf countries, Africa, and Europe. To achieve this goal, China has been

actively investing in infrastructure projects across nations such as Pakistan,

Sri Lanka, and Myanmar. These initiatives not only enhance connectivity

between mainland China and South Asia but also extend China’s economic

reach westward.

President Xi Jinping’s BRI stands as a cornerstone for advancing China’s

commercial and diplomatic interests on a global scale. This initiative is poised

to shape Chinese foreign policy in the foreseeable future. President Xi

emphasized the importance of South Asia in this context during his address

to the Pakistani parliament in April 2015, highlighting the region as a

convergence point for the land and maritime silk roads.3 South Asia thus

emerges as a pivotal focus area for China’s BRI, encompassing its Maritime

Silk Road component, which aims to provide China access to the Indian

Ocean via the region, notably benefiting its southwestern provinces.

Beijing’s economic aid to South Asian states reinforces its military security

objectives. Chinese leaders regularly visit Nepal, Bangladesh, and Sri Lanka

to demonstrate involvement and reassure friends in the region that any

improvement in India-China relationship would not affect them negatively.

Instruments of Chinese Influence in South Asia

China’s growing economic prowess is its primary lever of influence. It

proactively uses this tool in the South Asian region. Over the past two decades,

China’s export-led growth strategy has propelled it to become a prominent

exporter of goods to South Asia. However, recognizing the need for diversified
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influence, China has expanded its toolkit beyond trade and investment.

Diplomatic and cultural initiatives now complement its economic endeavors,

while efforts to strengthen military ties underscore its multifaceted approach

to enhancing influence in the region.

Economic Engagement

In South Asia, geostrategic considerations predominantly shape China’s policy

rather than the interplay between economics and security. China’s economic

engagement with South Asia is to supplement its military security goals.

China’s flagship BRI aims to enhance connectivity and infrastructure

development across South Asia, with projects like the China-Pakistan

Economic Corridor (CPEC) and the Bangladesh-China-India-Myanmar

Economic Corridor (BCIM-EC). BRI projects involve significant investments

in ports, railways, highways, and energy infrastructure, fostering economic

ties between China and South Asian countries. However, concerns have been

raised about debt sustainability, environmental impact and sovereignty issues

related to BRI projects.

China has become a major trading partner for South Asian countries,

with increasing bilateral trade volumes and investments in diverse sectors.

China provides development assistance and loans to South Asian nations,

supporting infrastructure development, poverty alleviation, and other socio-

economic projects. Soft loans and grants are often used as tools for building

diplomatic influence and securing strategic interests in the region.

Military Engagement

China has expanded its military presence and influence in South Asia,

particularly through strategic partnerships with countries like Pakistan and

closer engagement with others. The development of military infrastructure

and joint exercises contribute to China’s security footprint in the region.

China is a significant supplier of arms to South Asian countries, including

Pakistan, Bangladesh, and Sri Lanka, enhancing its military influence.

Defence cooperation agreements, joint exercises, and military training

programmes further strengthen China’s military ties in the region.

However, China’s increasing naval activities in the Indian Ocean,
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including submarine deployments, raise security concerns for neighbouring

countries and contribute to regional dynamics.

Diplomatic Outreach

China engages in diplomatic initiatives to foster positive relations with South

Asian nations, participating in regional forums. Multilateral platforms like

the SCO, South Asian Association for Regional Cooperation (SAARC),

Indian Ocean Region Forum and BRICS provide avenues for diplomatic

engagement and cooperation.

Pakistan

China’s relations with Pakistan outweigh other bilateral relationships in South

Asia. Since its modest and tentative beginnings in 1950, the China-Pakistan

relationship has evolved into a robust alliance, characterized by mutual

support and cooperation. China provided significant support to Pakistan

during various conflicts with India, including wars and disputes over Kashmir.

Both nations proudly declare that their bond transcends mere diplomacy,

likening it to a connection ‘deeper than the oceans, higher than the mountains,

and sweeter than honey.’4 Nurturing a strong and enduring partnership with

China occupies a central part in Pakistan’s foreign policy agenda.

China views Pakistan as a significant regional partner that helps contain

India’s regional growth and outreach. The China–Pakistan ‘special

relationship’ is part of China’s grand strategy to mould the South Asian

security environment. China’s entente cordiale with Pakistan remains strong,

underpinned by nuclear and missile cooperation. China gains military,

geopolitical, and regional benefits through its relationship with Pakistan,

despite occasional frictions.

Evolution of the Sino-Pakistan Relationship

In the early 1950s, China initially maintained neutrality between India and

Pakistan. However, in 1956, the signing of the Treaty of Friendship between

Pakistani Prime Minister Huseyn Shaheed Suhrawardy and Chinese Premier

Zhou Enlai marked the beginning of a burgeoning relationship between the

two nations. The Sino-India Border War of 1962 shifted China’s alignment

towards Pakistan, and during Pakistan’s conflict with India in 1965, China



76 o Strategic Rebalancing: China and US Engagement with South Asia

extended diplomatic support to its ally. The early 1970s saw a strengthening

of ties as Pakistan played a pivotal role in facilitating improved relations

between the US and China.

Following the Tiananmen Square protests in 1989, Pakistan and Cuba

stood out as the only two countries to provide crucial official support to the

People’s Republic of China. However, India’s revocation of Article 370 of its

constitution in August 2019, which pertained to the special status of Jammu

and Kashmir, drew criticism from both Beijing and Islamabad for different

reasons. They contested various areas of the Indian state of Jammu and

Kashmir: China objected to the inclusion of the Aksai Chin region in the

newly established Union Territory of Ladakh, which it presently occupies.

India clarified that the constitutional amendment did not change its external

boundaries or territorial claims.

Meanwhile, China refrained from criticizing administrative changes

introduced by Pakistan in the Gilgit-Baltistan region of Pakistan-occupied

Kashmir. India dismissed Chinese criticism, asserting that China had no

standing on the issue, as it was purely an internal matter.5

Nuclear Collaboration Cements the Foundation of China-Pakistan
Relations

China uses its nuclear and missile technology transfers to Pakistan, to resist

India’s rise and counterbalance Western powers. The nuclear collaboration

between China and Pakistan stands as a cornerstone of their bilateral relations.

Pakistan’s pursuit of nuclear capabilities dates back to the early 1950s when

its scientists received training in civilian nuclear technology from the US.

However, India’s nuclear test in 1974 spurred Pakistan’s determination to

achieve nuclear parity. In this endeavour, Pakistan sought assistance from

China, while the US turned a blind eye as Pakistan was helping it to transfer

weapons in Afghanistan during the Soviet Union’s invasion of Afghanistan.

China played a significant role in aiding Pakistan’s nuclear energy

technology development, and by the 1990s, Pakistan intensified its nuclear

weapons programme, reportedly acquiring between 7 and 12 nuclear

warheads based on Chinese designs and technology, with assistance from

Chinese scientists.6 A pivotal moment came in September 1986 when China

and Pakistan signed an agreement to transfer civil nuclear technology.
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Following India’s nuclear tests in 1998, Pakistan conducted its own tests,

believed to have been supported by Beijing. The collaboration between China

and Pakistan on nuclear matters was further evident when both nations

attempted to block India’s exemption at the Nuclear Suppliers Group (NSG)

after India applied for membership in May 2016.7 China has opposed India’s

entry into the NSG, arguing that only countries that have signed the Non-

Proliferation Treaty (NPT) should be allowed membership.

Challenges Emerge in China-Pakistan Economic Relationship

In recent times, Pakistan’s economy has been facing significant challenges.

While the presence of the US in Afghanistan led to some assistance for

Pakistan in exchange for its support in American operations against the

Taliban and al-Qaeda, the US withdrawal from Afghanistan and South Asia

has left Pakistan seeking alternative solutions for its struggling economy. As

a result, Beijing has emerged as the most promising option for Pakistan

amidst its economic downturn. This has led to Pakistan’s increased economic

dependence on Beijing. Beijing claims that it has initiated the CPEC to

boost the Pakistani economy. Under this programme, China has invested

billions of dollars in Pakistan and has supported Pakistan on global platforms.

Many in Pakistan also believe that CPEC could be a game-changer, creating

new jobs and bringing economic prosperity to the Pakistani people.

In reality, China has started CPEC for its own strategic and economic

gains. CPEC is the first chapter of the Chinese One Belt One Road (OBOR)

plan, subsequently referred to as the BRI. In China, many policymakers

believe that the country is presently facing a ‘middle-income trap,’ and BRI

could be a tool to overcome it. Chinese President Xi Jinping also favours

BRI, viewing it as a means for China to achieve its next stage of development.

Additionally, CPEC projects offers significant strategic advantages to

China. The successful implementation of CPEC would elevate China into a

major maritime power, providing access to both the Pacific and the Indian

Ocean. China also faces the Malacca Dilemma, and the successful

implementation of CPEC is likely to reduce its dependence on the Malacca

straits. However, the disputed status of Gilgit-Baltistan poses another problem

for China. To overcome this, the Chinese have encouraged Pakistan to change

its constitutional status.8
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The CPEC is a vital component of the BRI. It has completed ten years

in July 2023. Despite facing criticism, Pakistani officials persist in their

support for the project. However, internal weaknesses, planning issues, and

implementation gaps within Pakistan have hindered CPEC’s ability to fully

realize its transformative potential.

China has been considerate towards Pakistan during its economic crisis

and has provided help because, in the Chinese scheme of things, Pakistan

serves a larger role. China aims to keep Pakistan as an economically and

militarily powerful nation to continue creating a two-front situation on the

border for India. A tottering Pakistan would not serve this objective.

Additionally, Pakistan serves as an important diplomatic conduit with the

Muslim world. However, this role of Pakistan is diminishing as the country

is perceived as a sponsor of terrorism. This has made several Gulf countries

wary of Pakistan. Nonetheless, Pakistan can be useful in dealing with countries

like Turkey or Malaysia.

However, the China-Pakistan economic relationship now appears to be

in trouble. Rising terrorism, particularly from groups like Tehreek-i-Taliban

Pakistan (TTP), threatens Chinese interests in Pakistan, leading to tensions

and stalled projects. Pakistan’s financial crisis, marked by delayed payments

to Chinese companies and uncooperative behavior from officials, has further

strained relations.

In this situation, the Chinese are not inclined to show further generosity

to Pakistan, which is facing problems of dwindling forex reserves and a massive

energy crisis. China is also reluctant to interfere in the messy domestic political

situation of Islamabad. The situation has become further complex as China

wants Pakistan to fulfill IMF obligations before extending any help, whereas

the IMF has raised red flags over the CPEC projects in Pakistan. As Pakistan

is simultaneously gripped by social and political problems, some experts

advocate for Pakistan to first address its societal issues before fixing its economy.

China could not provide much economic assistance to Pakistan because

it was on the Grey List of FATF for some time.9 However, the removal of

Pakistan from the FATF ‘Grey List’ has made it easier for the country to

receive financial aid from the IMF, World Bank, ADB, and the European

Union. This might help Pakistan improve its precarious financial situation.
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Defence Ties

Since 1962, China has remained a consistent source of military equipment

for the Pakistan army, assisting in the establishment and modernization of

ammunition factories and providing technological support. Both countries

are engaged in multiple projects aimed at enhancing their military capabilities.

Recently, the Pakistan Army has integrated Chinese-made VT-4 battle tanks,

manufactured by the state-owned armoured vehicle producer Norinco, into

its arsenal, deploying them for offensive operations.10 Additionally, Pakistan

has acquired Chinese-made combat drones, bolstering its unmanned aerial

vehicle capabilities.

In response to an earlier information-sharing agreement between India

and the US, Pakistan and China signed a defence pact in 2020. Pakistan

sought this pact as it was concerned about the India-US pact and the

advantages it would offer to India in a future conflict over Kashmir.11 While

the specifics of the China-Pakistan pact remain undisclosed, it is believed to

involve intelligence sharing regarding Indian border movements.12

Following the pact’s signing, both nations announced plans for a large-

scale joint military exercise named Shaheen IX, building on the success of

previous exercises such as Shaheen VIII. This exercise involved approximately

50 warplanes. Both sides also engaged in battle simulations. The increasing

frequency of China-Pakistan military exercises underscores the deepening

partnership between the two nations. The primary objective of these exercises

is to counter Indian and American influence. Historically, this robust defence

relationship has also served to check Soviet influence in the region.

While China and Pakistan do not share a formal alliance,13 their

relationship is undergoing significant evolution, particularly in response to

increasing Indo-US defence cooperation. The Doklam and eastern Ladakh

stand-offs between China and India underscore China’s efforts to assert

dominance in Asia, prompting increased military aid to Pakistan. Over time,

steady growth in defence collaboration has fostered compatibility and

operational synergy, with China supplying advanced technology to bolster

Pakistan’s precision strike capabilities. Additionally, amidst shifting

geopolitical dynamics, China is contemplating the utilization of the Gwadar

port as a naval base, further solidifying its strategic presence in the region.14
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Factors Driving China-Pakistan Relationship

The bilateral relationship between China and Pakistan is driven by multiple

factors, each contributing to the depth and resilience of their ties.

Structural Explanation

One significant driver of the China-Pakistan relationship lies in their mutual

rivalry with India. Since the 1962 war, China has vested considerable interest

in Pakistan, recognizing its potential to create a two-front scenario along

India’s border. A powerful and independent Pakistan serves China’s strategic

interests in the region.

China Aspires for Asian Leadership

China is increasingly positioning itself as a global powerhouse, but its

ambitions for regional dominance are particularly pronounced in Asia.

Central to this vision is Pakistan, which plays a pivotal role in China’s

overarching ‘Asian Dream.’ China’s strategic approach towards Pakistan is

also shaped by its aim to mitigate and counterbalance Indian influence,

further solidifying its position as a leading force in Asia.15

Cold War Politics

Cold War dynamics further solidified the China-Pakistan relationship.

Despite being a part of the Western alliance, Pakistan’s quick diplomatic

recognition of the PRC positioned it as a pivotal ally. China, wary of

encirclement by the Soviet Union, cultivated close ties with Pakistan, which

played a crucial intermediary role in the 1972 US-China rapprochement.

China’s Territorial Integrity

China’s concerns over its self-defined borders and territorial integrity also

contribute to its alliance with Pakistan. Pakistan’s support helps counter

separatist movements and mitigates the spread of radical Islamist ideologies,

particularly in regions like Xinjiang. Additionally, the settlement of the border

dispute between China and Pakistan in 1964 has removed potential conflicts

of interest.
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Challenging Neighbourhood

China’s complex neighbourhood, characterized by potential rivals like Japan,

India, and Russia, necessitates strategic partnerships. Pakistan’s support helps

China balance its main competitor, India, while also providing stability amidst

weaker and unstable neighbours like North Korea.

Other Benefits to China

Pakistan has been useful to China as a diplomatic conduit. It has facilitated

improved relations with the US and access to organizations like the World

Bank. Additionally, initiatives like the CPEC and the port of Gwadar bolster

China’s geopolitical and geo-economic strategy, offering avenues for energy

security and overcoming the Malacca Dilemma.

China indirectly benefited from the US presence in Afghanistan, as US

aid and support to Pakistan contributed to stability along China’s western

border. This enhanced security aligned with China’s strategic interests. Though

US has subsequently withdrawn from Afghanistan.

Geostrategic Considerations

The evolving Indo-US partnership in South Asia, along with enduring India-

Pakistan tensions, shapes China’s approach towards the region. Pakistan’s

recent defence pact with China suggests a desire to counter initiatives like

the QUAD alliance. Pakistan’s cooperation also holds potential significance

in managing the situation in Afghanistan, reflecting the multifaceted nature

of China-Pakistan relations.

China Remains Central to Pakistan’s Foreign Policy

China remains a cornerstone of Pakistan’s foreign policy, retaining a pivotal

role in shaping its strategic outlook. Despite facing local opposition to certain

initiatives within the CPEC and BRI, China enjoys revered status among

Pakistan’s political and military echelons. Pakistan views China’s involvement

in South Asia as a crucial counterbalance to India’s regional ambitions.

However, Pakistan’s economic fragility and political volatility exacerbate

the existing power asymmetry, further cementing China’s influence. Moreover,

Pakistan’s tarnished international reputation, stemming from its association
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with terrorism, limits its diplomatic leverage. Chinese President Xi Jinping’s

recent alignment with a BRICS declaration criticizing Pakistan’s stance on

cross-border terrorism signals a nuanced shift in China’s approach.

China now navigates a delicate balance between its robust bilateral ties

with Pakistan and its broader multilateral engagements. Despite occasional

differences, the enduring all-weather partnership between Pakistan and China

remains resilient, with both nations leveraging each other to further their

respective agendas in South Asia. Nonetheless, there’s a growing apprehension

that Pakistan could increasingly become a satellite state for China, given its

economic vulnerabilities and political instability.

In the foreseeable future, Beijing will continue to support Pakistan due

to its critical importance to China across various fronts. Pakistan plays a

vital role in China’s energy security, granting access to and bases in the Persian

Gulf. It also serves China’s military interests by diverting India’s attention on

its western borders. Geopolitically, Pakistan’s strategic location at the

crossroads of South Asia, Central Asia, and the Middle East is significant for

China. Moreover, Pakistan is crucial for China’s national unity and territorial

integrity, particularly concerning Tibet and Xinjiang, and for its maritime

strategy vis-a-vis India. Pakistan is also valued as a steadfast diplomatically

in both regional and international forums, including the Islamic world.

Additionally, it serves as a significant buyer and supplier of both conventional

and unconventional weaponry for China. Above all, Pakistan remains a crucial

bargaining chip in China’s relations with both India and the US. Beijing

recognizes that Pakistan represents their ‘last and best bet’ to counter Indian

dominance in southern Asia, stretching from the Persian Gulf to the Malacca

Straits.

Bangladesh

Despite China’s negative role during the liberation war of Bangladesh, it has

emerged as a significant partner for the nation in subsequent years. China

established diplomatic ties with Bangladesh in 1978 and became a significant

economic aid donor, trade partner, and supplier of military hardware. This

partnership enjoys bipartisan support from Bangladesh’s main political parties,

the Awami League and the Bangladesh Nationalist Party (BNP).
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Bangladesh holds strategic importance for China within the BRI,

particularly due to the Bangladesh-China-India-Myanmar Economic

Corridor (BCIM). Additionally, Bangladesh occupies a crucial position along

the Twenty-first Century Maritime Silk Road, with its Chittagong port serving

as a vital maritime hub in the Indian Ocean. China aims to use Bangladesh

for access to the Bay of Bengal and the Indian Ocean.

China has become Bangladesh’s largest trading partner, overtaking India

in 2015, with bilateral trade exceeding $12.13 billion annually.16 The

economic relationship between China and Bangladesh heavily favours China,

with Bangladesh seldom voicing concerns about the imbalance. Despite this,

China is regarded as a trusted defence and development partner in Bangladesh.

Bangladesh relies significantly on Chinese military hardware procurement.

This keeps the influential military establishment in Bangladesh satisfied.

China’s defence partnership with Bangladesh grew following its liberation,

with Bangladesh perceiving India as a potential threat. Bangladesh aimed to

leverage the India-China relationship to its advantage.17 Furthermore, China

benefits from Bangladesh’s booming garment industry, which heavily relies

on Chinese raw materials.

Chinese President Xi Jinping’s visit to Bangladesh in October 2016

marked a significant turning point in bilateral relations, elevating it from a

‘comprehensive partnership of cooperation’ to a ‘strategic partnership of

cooperation.’ This visit signaled China’s economic offensive in Bangladesh,

a move aimed at reshaping its own relationship with the country. Despite

being a close ally of India in South Asia, Bangladesh saw an opportunity to

accelerate its already rapid growth trajectory through enhanced cooperation

with China.

Bangladesh’s economic success, driven by its thriving garment sector

and remittances from its sizable expatriate population, has led to the

realization of infrastructural bottlenecks. The shortage of electricity has

emerged as the most pressing concern. The country urgently needs to increase

power generation capacity and modernize existing plants, presenting an area

where China’s expertise and resources align with Bangladeshi requirements.

Xi Jinping’s visit also sought to promote the BRI, which received praise

from the Bangladeshi Prime Minister.18 She expressed her country’s
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commitment to connecting growth centers within South Asia and fostering

economic contiguity between South and Southeast Asia. Bangladesh views

initiatives like the BCIM, a part of the BRI, as transformative for under-

developed regions.

Bangladesh’s newfound ambition and confidence, fueled by its rapid

economic growth, led to a shift in attitude towards foreign loans. The country,

previously cautious in utilizing such resources, appeared more willing to

pursue them, even at higher costs. It was felt that with sustained economic

growth Bangladesh would be able repay loans.

In line with Bangladesh’s aspirations, China offered a substantial $24

billion credit line, the largest from any country, alongside significant trade

and investment deals totaling $13.6 billion between the private sectors of

both nations. These loans, extended at favorable rates of 2-3 per cent, are

anticipated to help Bangladesh break free from its low-level equilibrium

trap and achieve middle-income status in the near future. For China, increased

infrastructural cooperation presents an opportunity to advance the BCIM

and unlock new economic potentials in the region.

China and Bangladesh share significant defence and military ties,

characterized by regular military exchanges and China being the largest

supplier of military hardware to Bangladesh.

Bangladesh’s support for China’s request for observer status in the South

Asian Association for Regional Cooperation (SAARC) in 2006 underscored

its willingness to formalize China’s role in the South Asian region. This move

indicated a strategic openness to Chinese involvement in regional affairs.

While there has been a prevailing perception in Bangladesh that China

refrains from interfering in its internal politics, recent developments suggest

a shift in this stance. The Chinese ambassador in Dhaka, Li Jiming, raised

concerns about Bangladesh joining the US-led Quad alliance, warning of

potential damage to bilateral relations.19 He characterized the Quad as a

‘narrow-purposed’ geopolitical clique, advising against Bangladesh’s

participation due to perceived lack of benefits. This interference by China

sparked strong resentment in Bangladesh.20
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Sri Lanka

Sri Lanka’s strategic location in the shipping lanes of the Asia-Pacific makes

it important for both India and China. It was among the earliest countries

to establish diplomatic relations with the PRC in 1957. Even before formal

diplomatic ties were established, both nations engaged in international

interactions, notably signing the Ceylon-China Rubber-Rice Pact in 1952,

which laid the groundwork for their early relationship.

The ascendancy of Mahinda Rajapaksa to power in 2005 marked a

significant increase in Chinese influence in Sri Lanka. Rajapaksa’s

administration, known for its pro-China stance, reportedly received campaign

funds from China and was backed by Chinese military hardware during the

Civil War. Additionally, China shielded Rajapaksa from international scrutiny

over alleged war crimes.

In 2013, the China-Sri Lanka bilateral relationship was elevated to a

strategic cooperative partnership. China subsequently surpassed India to

become Sri Lanka’s largest trading partner in 2016. Under the BRI, China

heavily invested in Sri Lanka’s infrastructure development, financing

numerous projects such as the Hambantota Port, Mattala International

Airport, Narocholai Coal Power Plant, and various highway and railway

projects.

These ventures positioned Sri Lanka as a strategic outpost for Beijing,

alleviating some concerns regarding the Malacca dilemma, through which a

significant portion of China’s trade traverses. However, Sri Lanka now grapples

with a severe economic and political crisis, exacerbated by a perception among

locals that Chinese-funded vanity projects have burdened the nation with

unsustainable debt.

Many of these projects, such as the Hambantota Port, have failed to

yield expected returns, raising international apprehension about debt

sustainability. Sri Lanka’s request for debt restructuring has been met with

Chinese reluctance, as it could set an adverse precedent for other BRI partner

nations. Consequently, Sri Lanka has turned to the International Monetary

Fund (IMF) for assistance.

China’s preoccupation with domestic challenges, including the COVID-

19 pandemic and the crisis in Ukraine, has diverted attention from Sri Lanka’s
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plight. India has capitalized on this opportunity by extending substantial

financial aid to Sri Lanka, further reshaping the regional dynamics.

In recent years, defence and military cooperation between China and

Sri Lanka has flourished, particularly during the tenure of President

Rajapaksa. Under his leadership, China provided defence technology and

military training to Sri Lanka.21 The growing partnership was spurred by Sri

Lanka’s informal request for military assistance to combat the Liberation

Tigers of Tamil Eelam (LTTE) in 2006.

In response, India gifted President Rajapaksa five Mi-17 helicopters in

2006 and offered support to curb LTTE activities, albeit cautiously due to

its own Tamil population concerns. This created an opening for China to

expand its influence in Sri Lanka’s defence sphere. Subsequently, China sealed

a $37 million deal for ammunition and ordnance in 2007, followed by the

provision of six F7 jet fighters, anti-aircraft guns, and JY-11 radar systems

the following year. These Chinese weapons played a crucial role in eliminating

the LTTE, prominently showcased during victory parades in Sri Lanka.22

Despite India’s disapproval, Chinese nuclear submarines made visits to

Sri Lanka in 2014, signaling deepening military ties.23 In 2016, China once

again extended military aid to Sri Lanka, facilitating the purchase of Chinese-

made equipment and assisting in the establishment of an Aircraft Overhaul

Wing (AOW) for the Sri Lankan Air Force.24 China and Pakistan remain Sri

Lanka’s main suppliers of arms, and Sri Lanka values China as a countervailing

force against Indian influence.

Additionally, the influx of Chinese students, migrant workers, and

businesspeople has surged alongside increased Chinese activity in Sri Lanka.

Chinese companies engaged in project implementation often bring in workers

from China, while Sri Lanka has emerged as a popular destination for Chinese

tourists. However, in recent years, India has surpassed China as the largest

source of tourists to Sri Lanka, reflecting shifting dynamics in the region.25

Nepal

Nepal, historically aligned with India for trade, particularly for oil imports,

grew increasingly concerned about its security following the 1950 military

occupation of Tibet by the People’s Liberation Army. This event further
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strengthened economic and military ties between India and Nepal. Despite

the diplomatic relationship between Nepal and China being restored in 1955,

significant progress was made only by 1960 when both countries exchanged

resident ambassadors and signed the Sino-Nepalese Treaty of Peace and

Friendship.

Initially hesitant to foster close trade and economic relations with China,

Nepal’s stance changed after resolving border disputes and ratifying the Sino-

Nepal boundary agreement in 1960, making it the first neighbouring country

of China to do so. Since 1975, Nepal has adopted a policy of balancing the

influences of both China and India and has supported China’s efforts to

gain entry into SAARC.

For China, the presence of a large Tibetan refugee community in Nepal

is concerning, as Tibet remains a restive province. Additionally, China seeks

to expand into Nepali markets to sustain its export-oriented economy, with

Nepal offering geographic proximity. Furthermore, China aims to extend

its sphere of influence to Nepal.

The difficulties in India-Nepal relations in 2015, stemming from changes

made to Nepal’s constitution, created opportunities for greater Chinese

involvement.26 Nepal’s transit and transportation treaties with China in 2016

and 2018 aimed to reduce its dependency on Indian ports for third-country

trade.27 However, experts suggest that significant challenges remain before

Nepal’s foreign trade shifts substantially towards China.28

Since 2008, China has invested heavily in Nepal, primarily in hydropower

plants, cement factories, airports, railways, and telecommunications. These

investments, along with bilateral development assistance, have facilitated

key projects such as the Pokhara International Regional Airport and the

Upper Trishuli Hydropower project. However, projects like the China-Nepal

cross-border railway face hurdles due to their high costs.29

Furthermore, China’s influence in Nepal has grown as evidenced by

tighter border controls with Tibet, leading to a decline in Tibetan refugees

fleeing to Nepal in recent years. Despite disruptions caused by the COVID-

19 pandemic, Chinese tourism in Nepal has flourished since 2011 when

Nepal announced free visas for Chinese nationals, with China now accounting

for a significant portion of tourist arrivals in Nepal.30
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Maldives

The Maldives, a small archipelago nation, holds strategic importance due to

its central location in the Indian Ocean. Positioned along crucial SLOCs,

the Maldives plays a vital role in the energy security of numerous countries,

serving as a transit point for Middle Eastern oil shipments to Asia.

China and the Maldives established diplomatic ties in 1972, with

reciprocal embassies opened in Beijing and Male in 2009 and 2011,

respectively. However, the presence of the US military base in Diego Garcia,

in close proximity to the Maldives, serves as a counterbalance to China’s

aspirations for greater influence in the IOR, critical for its oil and goods

imports.

Traditionally aligned with India, the Maldives transitioned to a multi-

party democracy in 2008, bringing Mohamed Nasheed to power. Nasheed’s

state visit to China in 2010 marked the beginning of increased Chinese

involvement in the Maldives,31 with a surge in bilateral trade and Chinese

tourist arrivals.32

Subsequent leaders, such as Mohamed Waheed and Abdulla Yameen,

further strengthened ties with China.33 Yameen’s presidency witnessed

significant Chinese investment in the Maldives, including substantial funding

for airport upgrades and infrastructure projects.34

Despite China’s significant tourist influx, India and Britain emerged as

the primary tourist-sending nations post-COVID-19 pandemic. In 2017,

the docking of three Chinese naval ships in Male raised eyebrows, with former

Maldivian President Mohamed Nasheed expressing concern, although the

government denied any policy shift towards India.35

Under President Mohamed Solih, India regained some influence, yet

China reasserted its presence with the election of Mohamed Muizzu in

September 2023. The fluctuating dynamics between China, India, and the

Maldives underscores the strategic significance of this region in global

geopolitics.

Bhutan

Bhutan stands as a unique case where China has struggled to exert significant

influence, despite persistent efforts to do so. The relationship between China
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and Bhutan has been marked by tension, largely stemming from China’s

annexation of Tibet in 1951. Bhutan shares historical, cultural, and religious

ties with Tibet, a fact that complicates relations with China.

Territorial disputes have further strained relations between Bhutan and

China, with border crises erupting in 1962 and 2014. The 2014 Doklam

standoff was particularly significant, sparked by Chinese troops constructing

a road in territory claimed by both China and Bhutan. Recent reports suggest

that China has intensified settlement-building along its disputed border with

Bhutan, heightening tensions.36

Despite the absence of formal diplomatic relations, bilateral trade between

China and Bhutan has increased. Bhutan’s economy, reliant on hydropower

and tourism, has witnessed a surge in Chinese tourist arrivals.37 In the past

decade, the number of Chinese tourists visiting Bhutan has risen significantly,

from fewer than 20 to over 6,000 in 2017.

Bhutan shares a complex relationship with China shaped by historical

grievances, territorial disputes, and economic interests. Despite China’s efforts,

Bhutan remains cautious in developing its relations with its powerful

neighbour, prioritizing its sovereignty and strategic interests.

Factors Driving China’s Increasing Influence in South Asia

China’s expanding influence in South Asia can be attributed to several key

factors.

Geostrategic Considerations

Following the independence of India and Pakistan, the latter engaged in

conflicts with its larger and more powerful neighbour, prompting it to seek

external support both financially and militarily. Initially, the US served as an

offshore balancer. However, starting from 1962, Pakistan also turned to China

for assistance. Furthermore, smaller nations in South Asia view the inclusion

of China in the region as a means of balancing against the dominance of

India.

Weak State Institutions

Many countries in the region struggle with weak state institutions, hindering

their ability to conduct thorough due diligence on investments. Uneven law
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enforcement, weak regulatory bodies, poor anti-corruption measures, and

inefficient judicial systems exacerbate these challenges.38

Fragile Civil Societies

In functional political systems, civil society serves as a check on state actions.

However, in South Asia, civil society often lacks the strength to effectively

challenge improper actions by Chinese entities.39

Elite Influence and Capture

Elite capture is prevalent in the political landscapes of many South Asian

countries, fostering corruption and crony capitalism. This environment

provides opportunities for external powers or interest groups to buy influence.

Chinese actors have capitalized on these dynamics, forming close relationships

with political and business elites to advance Chinese interests. For instance,

China’s strong ties with the Rajapaksas in Sri Lanka have granted it significant

influence in the country.

Limited Local Expertise

In some cases, the quality of local experts may be insufficient to analyse the

domestic implications of Chinese involvement effectively. This lack of

expertise can hinder the assessment of Chinese activities and their potential

impact on local economies and societies.

Geostrategic Agenda Drives China’s Approach in South Asia

China’s approach in South Asia is fundamentally shaped by a geostrategic

agenda aimed at safeguarding its national interests. Military security concerns

profoundly influence China’s relations with South Asian countries, with a

clear objective of diminishing India’s regional influence. Pakistan is

strategically regarded by China as a crucial partner, fostering an alliance that

acts as a counterbalance to India. Moreover, China’s footprint in South Asia

has transcended its historical ties with Pakistan, as it actively seeks closer

relations with smaller South Asian nations once firmly within India’s sphere

of influence.

In the IOR, a significant power shift is underway. The decline of US

dominance and China’s ascent as a potential global power pose challenges
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for India, which has traditionally considered this region its sphere of influence.

This dynamic has set the stage for a potential strategic contest between China

and India.

Despite its burgeoning economic influence, China has encountered

hurdles in building substantive security relationships in the IOR. Instances

such as Myanmar distancing itself from China and Sri Lanka revisiting

military facility access underscore these challenges. In the foreseeable future,

China’s capacity to project power into the Indian Ocean is expected to remain

constrained. Efforts to establish ‘Pearls’ and overland transport links may

yield limited impact on this scenario.

A keen contest for influence in the Indian Ocean is anticipated between

China and Quad members India and the US. While China may not gain a

decisive strategic edge over India in the Indian Ocean, the rivalry extends

throughout the region, with India striving to preserve its advantages and

China seeking to mitigate its vulnerabilities.

China primarily employs economic instruments to advance its long-

term strategic interests, effectively expanding its influence in what was

traditionally deemed India’s strategic domain. Given China’s immense size

and economic prowess, its role in the region is inevitable. South Asian nations,

with burgeoning economies, naturally gravitate towards China’s considerable

foreign exchange reserves and capital, particularly through initiatives like

the BRI.

China has made substantial investments in South Asian countries,

offering loans and emerging as the largest overseas investor in certain nations.

However, Chinese projects face scrutiny for potential debt traps and adverse

environmental impacts.

Chinese engagement in South Asia is also under the scanner for often

constraining the choices available to local political and economic elites,

favouring narrow interest groups. Moreover, China utilizes economic and

political incentives to shape public opinion, limiting alternative narratives.

The dearth of independent media and weak civil societies in South Asian

countries exacerbate this issue, allowing Chinese funding to shape domestic

narratives.
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While China dismisses allegations of creating debt-traps, several South

Asian countries, particularly in the wake of the COVID-19 pandemic, grapple

with financial difficulties, with Sri Lanka serving as a prominent example

where economic woes spill into political crises. On July 13, 2022, following

a series of massive protests the official residence and workplace of then

President Gotabaya Rajapaksa was seized by protestors. Gotabaya Rajapaksa

fled the country with his spouse. Ranil Wickremesinghe was appointed

interim president to succeed him who is trying to overcome Sri Lankan

economic crisis. Consequently, South Asian nations have grown cautious in

accepting Chinese loans under the BRI, learning from each other’s experiences

and adapting their approaches accordingly.

Some South Asian nations harbour skepticism regarding China’s

intentions and strive for a balanced approach in diplomatic relations.

Balancing ties with other major powers, including the US and India, mirrors

the nuanced diplomatic landscape in the region. Nonetheless, China

endeavours to reassure South Asian countries, emphasizing that its improved

relations with India will not compromise ties with them. South Asian nations

must remain vigilant and address activities that undermine their political

independence and balanced economic growth.

Future Sino-Indian relations hold significant implications for Asian and

global security. China remains apprehensive about India’s deepening ties

with the US and its strategic positioning in the Indian Ocean. Conversely,

India perceives China as encroaching upon its strategic interests, particularly

in Southern Asia. China’s opposition to India’s participation in various

international forums underscores this dynamic.
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CHAPTER 6

US’s Indo-Pacific Strategy

The Indo-Pacific region, stretching from the Pacific coast of the US to East

Africa, holds immense significance in global affairs, hosting over half of the

world’s population, a substantial portion of the global economy, and key

military powers. For the US, this region is crucial for its security and

prosperity. The US has deep historical ties with the Indo-Pacific dating back

centuries. The Second World War reminded the US that its security is linked

to the security of Asia. It recognizes the strategic necessity of its consistent

role in the region, which was solidified post-World War II through alliances

and commitments to organizations like ASEAN. It has long-standing treaty

alliances with Australia, Japan, Korea, and the Philippines. Trade with the

region supports millions of American jobs, underlining its economic

importance. Successive Republican and Democratic administrations have

consistently prioritized the Indo-Pacific, recognizing its growing importance.

However, regional stability in the Indo-Pacific has now been threatened

by the rise of an assertive China.1 The relationship between the US and

China has evolved over different phases over the decades, from confrontation

during the Cold War to cooperation during the balance of power against the

Soviet Union and later economic engagement. However, since 2008, the

relationship has shifted to one of ‘strategic competition,’ characterized by

concerns over China’s assertive behaviour, including economic coercion,

territorial disputes, and human rights violations.

Despite these challenges, complete decoupling from China is deemed

impractical due to the deep economic interdependence of the US and its
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allies. Apart from China’s rise, the Indo-Pacific faces other challenges such

as climate change, the COVID-19 pandemic, nuclear proliferation (for

example, in North Korea), natural disasters, and governance issues.2 The

rise of China also necessitates bolstering relationships with other Indo-Pacific

nations, ranging from regional giants like India to smaller island nations.

The Biden administration has continued and expanded upon previous

initiatives in the Indo-Pacific, emphasizing the importance of alliances,

partnerships, and multilateral frameworks. The Quad, AUKUS, and

partnerships with ASEAN and Pacific Island nations form the core

components of the US’s Indo-Pacific Strategy (IPS). These are aimed at

fostering cooperation and countering Chinese influence. The overarching

goal is to realize a free and open Indo-Pacific that is connected, prosperous,

secure, and resilient, achieved through modernizing alliances, strengthening

partnerships, and investing in regional organizations to tackle twenty-first

century challenges effectively. Collaboration with allies and partners remains

central to achieving this vision as it was realized that it was now beyond the

capacity of any one nation to handle these challenges.

Evolution of the Indo-Pacific as a Geopolitical Framework

While Asia’s economic growth brought global benefits, it also drew attention

to territorial disputes and challenges to international laws and norms, notably

in the South China Sea. These concerns were further exacerbated by China’s

BRI. In response to this, the concept of the Indo-Pacific emerged as a

geopolitical framework, initially proposed by Japanese Prime Minister Shinzô

Abe in 2007 during his address to the Indian parliament.3 It aimed to

strengthen ties among democracies in the Indian and Pacific Oceans to

safeguard sea lanes and foster prosperity. Encompassing a broader

geographical scope, the Indo-Pacific construct emphasizes economic, security,

and diplomatic considerations.

The Indo-Pacific framework seeks to tackle evolving challenges and

opportunities, advocating for a rules-based order, freedom of navigation,

and shared prosperity. It encourages enhanced cooperation among nations

to address maritime security concerns, territorial disputes, and the

ramifications of initiatives like the BRI.
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This construct underscores the interconnectedness and growing

significance of the Indo-Pacific region in global affairs. With over 65 per

cent of the global GDP and crucial trade routes traversing its waters, the

region’s economic significance cannot be understated. Recognizing the Indian

and Pacific Oceans as a cohesive area became imperative for effective

policymaking, acknowledging the interdependence of countries in both

regions.

During the Obama Administration, a significant power shift occurred

in the Western Pacific and South China Sea region, highlighting the lack of

a country capable of curbing China’s assertiveness. In response, to address

China’s increasing assertiveness and to reassert global leadership of the US,

particularly in the Indo-Pacific, President Donald Trump officially unveiled

the IPS during his Asia trip in November 2017. The concept gained

momentum thereafter, leading to widespread adoption by numerous countries

and regional groupings, including ASEAN, France, Germany, and the

European Union. The Indo-Pacific Construct has been incorporated into

the US national security and defence strategies. This strategy focused on

economic integration, defence cooperation, and countering China’s BRI to

uphold US influence in the region.

Japan, the originator of the Indo-Pacific Construct, also joined forces

with like-minded countries such as Australia and India to counter shared

concerns about China. The Japanese IPS has also evolved over time.

IPS of Japan

The IPS of Japan holds significant importance, especially considering that

Japanese Prime Minister Shinzo Abe was the first to advocate for the concept

of the Free and Open Indo-Pacific (FOIP). As a key stakeholder in the region’s

geopolitics and a pivotal member of the Quad, understanding Japan’s

approach is crucial.

Originates from Security Concerns

Although Prime Minister Abe initially introduced the concept of FOIP in

2007, Japan’s IPS gained traction following the Senkaku boat collision

incident in 2010. It was in 2012 that Abe proposed forming a democratic
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alliance comprising Japan, the US, India, and Australia, with the objective

of safeguarding global public goods and ensuring freedom of navigation.

Tokyo initially prioritized maritime security in its Indo-Pacific vision

because of its economic interests in upholding free SLOC and its ongoing

dispute with China over the Senkaku Islands. Key goals for Japan include

preserving a rules-based order and ensuring freedom of navigation. To

achieve these aims, Japan envisions enhancing defence cooperation with like-

minded countries across various regions, spanning Southeast Asia, South

Asia, the Pacific Islands, the Middle East, Africa, and Latin America. This

collaborative effort is essential for securing major SLOCs and ensuring

energy security.

Japan has been actively implementing its Indo-Pacific security strategy,

notably by strengthening military cooperation with regional countries. In

2012, Japan engaged in military operations with just five Indo-Pacific nations,

but by 2021, this number had risen to 15. This demonstrates the deepening

ties and collaborative endeavours, including joint naval exercises, military

exchanges, and defence equipment and technology cooperation.

Through enhanced defence partnerships, Japan aims to contribute to

the stability and security of the Indo-Pacific region. This proactive stance

aligns with its economic interests and the imperative to safeguard critical

maritime routes. By expanding its military engagements, Japan seeks to

uphold a rules-based order, protect freedom of navigation, and foster regional

security and cooperation.

Economic Concerns Take Center Stage

While Japan’s Indo-Pacific vision initially stemmed from security concerns,

economic considerations have now become central to its approach. Japan’s

IPS has evolved over time and it has transitioned into what officials and

leaders now refer to as the Indo-Pacific vision. In addition to prioritizing

security and stability in the region, Japan aims to foster partnerships with

like-minded countries to drive economic prosperity throughout the Indo-

Pacific. This renewed emphasis encompasses the importance of a rules-based

order, maritime security, connectivity, and infrastructure development.

Japan acknowledges that regional economic prosperity forms a critical
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foundation for security and underscores the need to enhance economic

connectivity to achieve shared prosperity. To support this objective, Japan

introduced the Partnership for Quality Infrastructure initiative, allocating a

total budget of USD 200 billion to finance connectivity infrastructure projects

in the Indo-Pacific region.

Through the Partnership for Quality Infrastructure, Japan actively

finances various infrastructure projects in Africa and Asia. These projects

include the development of eight ports, two airports, two mega rail corridors,

as well as road and power-generation projects. While Japan has not explicitly

voiced concerns about the BRI, its emphasis on promoting transparency,

efficiency, and sustainability, coupled with growing cooperation with the

US, European Union, and Australia in infrastructure financing, suggests

that the Partnership for Quality Infrastructure aims to provide Indo-Pacific

countries with an alternative to Chinese infrastructure projects.

Moreover, Japan is offering financial support for quality infrastructure

projects to promote inclusive and sustainable economic development while

ensuring transparency and adhering to international standards.

In addition to improving physical connectivity, Japan’s Indo-Pacific vision

underscores the importance of trade agreements as tools for achieving greater

economic integration with Indo-Pacific countries. Tokyo has played a leading

role in promoting two significant free trade agreements: the Regional

Comprehensive Economic Partnership (RCEP) and the Comprehensive and

Progressive Agreement for Trans-Pacific Partnership (CPTPP). While these

agreements remain open to China’s participation, Japan’s focus on free trade

agreements may suggest a different underlying objective.

In the post-COVID era, there seems to be a shift in Japan’s economic

strategy, marked by measures to reduce dependence on China. This includes

a USD 2 billion financial support package to facilitate the relocation of

Japanese firms operating in China back to Japan or other countries.

Additionally, in collaboration with India and Australia, Japan has launched

the Supply Chain Resilience Initiative (SCRI), aiming to promote investment,

facilitate buyer-seller matching, and implement trade and investment

diversification measures to enhance supply chain resilience.

With this shift in Japanese economic strategy, Japan seeks to rebalance
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economic dynamics in the region. While remaining committed to open and

inclusive trade arrangements, Japan’s recent actions indicate a growing

emphasis on diversifying supply chains and reducing reliance on any single

country. This reflects Japan’s broader strategic goal of achieving supply chain

resilience and promoting economic stability in the Indo-Pacific region.

IPS of the US

The term ‘Indo-Pacific’ began to gain prominence in US policy circles during

the Obama Presidency but saw increased usage during the Trump

administration. Since then, it has become an integral part of all official

documents. Several US departments have released their own IPS documents,

including one by the Department of State in 2019 entitled ‘A Free and Open

Indo-Pacific: Advancing a Shared Vision (FOIP).’4 This document provided

a comprehensive overview of US involvement in the Indo-Pacific and outlined

guiding principles for the US approach, such as respect for sovereignty and

independence, peaceful resolution of disputes, free and fair trade, and

adherence to international laws.

Following this, the Department of Defense published a comprehensive

IPS Report,5 and the US Strategic Framework for the Indo-Pacific was

declassified.6 The Biden administration continued this trend by releasing

the IPS of the US in May 2022.7

The US has outlined its IPS in these publicly available documents,

highlighting the region’s economic and strategic significance. These

documents emphasize the need for enhanced cooperation with like-minded

partners to ensure prosperity and peace in the Indo-Pacific.

US documents reveal that strategic and security concerns are central to

Washington’s IPS. The US perceives shifting power dynamics and China’s

assertiveness as potential threats to the rules-based world order. To address

these challenges, the US prioritizes strengthening military alliances with

existing partners and expanding military cooperation with other countries

in the region.

The strategy focuses on enhancing maritime security and safeguarding

freedom of navigation. The US plans to bolster the defence capabilities of

strategic partners in the Indo-Pacific through defence exports, joint naval
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exercises, sharing military technology, providing military aid, and conducting

training programmes for military officials.

Development cooperation with Indo-Pacific countries is also a key aspect

of the US strategy. The Free and Open Indo-Pacific vision document

highlights existing financial and technical support provided by the US and

aims to expand assistance further. Areas of development cooperation include

skill development, trade facilitation, export promotion, energy policy,

entrepreneurship development, and civil society support. Infrastructure

financing, as an alternative to China’s BRI, receives particular attention.

To achieve its objectives, the US has implemented three key strategies.

First, it has consolidated development finance and technical assistance in

the Indo-Pacific through initiatives like the Better Utilization of Investments

Leading to Development Act (BUILD Act) and the Asia Reassurance Initiative

Act (ARIA Act). Second, in collaboration with Japan and Australia, the US

established the Blue Dot Network to certify high-quality infrastructure

projects and promote transparency. Last, the US has increased coordination

with other G7 countries to streamline infrastructure finance, resulting in

the launch of the Build Back Better World (B3W) initiative with $40 trillion

in funding to counter the BRI.

Deepening trade and investment relations with Indo-Pacific countries is

also important, though the economic agenda appears less developed. Existing

US initiatives such as Access Asia, Discover Global Markets, and Trade Winds

have facilitated US investment in the region. The US vision emphasizes free,

fair, and reciprocal trade as the basis for better trade integration, mentioning

the signing of new agreements and renegotiating existing ones with Indo-

Pacific countries. This approach aims to negotiate better trade and investment

deals, particularly with China, addressing issues like market access and

intellectual property rights (IPR) protection.

Critical technology, digital economy, and cyber security are other focal

points of the US vision. The US recognizes the challenges of maintaining an

open and secure internet while fostering technology cooperation. The Quad,

comprising the US, Japan, Australia, and India, serves as a platform for joint

investments in emerging technologies. The recent launch of the Quad Investor

Network (QIN) further strengthens these collaborative efforts. The vision
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encourages Indo-Pacific countries to adopt a risk-based approach in evaluating

technology vendors.

The launch of the Indo-Pacific Economic Framework for Prosperity

(IPEF) by Washington signifies a sharpened focus on the economic dimension

of its IPS. The IPEF outlines four pillars for economic cooperation with

Indo-Pacific countries: trade, resilient economy, clean energy, and fair

economy. It offers a range of cooperative options for countries in the region,

allowing them to choose any pillar to enhance economic collaboration.

However, apart from the resilient economy pillar, which emphasizes

supply-chain resilience, the other three pillars primarily revolve around setting

standards rather than addressing market access, technology transfer, or

finance.8  For instance, the connected economy pillar emphasizes labour

and environmental standards and cross-border data flow, while neglecting

important issues such as tariff concessions, market access, and trade

facilitation. Similarly, the clean economy pillar focuses on high targets for

renewable energy, carbon removal, and energy-efficiency standards, but does

not mention technology transfer or financing.

Considering the prevailing protectionist sentiments that led the US to

withdraw from the Comprehensive and Progressive Agreement for Trans-

Pacific Partnership (CPTPP), the IPEF appears to be an attempt to promote

US standards without providing adequate market access.

US IPS: Some Core Components

The Biden administration has continued and expanded upon existing strategic

initiatives while introducing new ones in the Indo-Pacific region. It has upheld

and revitalized the Quad, strengthened strategic partnerships with ASEAN,

initiated new security agreements like AUKUS, and implemented an Indo-

Pacific Economic Framework. Three key elements of the Biden

administration’s IPS include the Quad, a non-traditional multilateral group

consisting of India, Japan, Australia, and the US; the AUKUS security pact

involving Australia, the United Kingdom, and the US; and Partners in the

Blue Pacific, a multilateral initiative aimed at fostering closer alignment with

Pacific Island nations.
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The Quad and its Future

The Quad consisting of Australia, India, Japan, and the US, forms a central

pillar of the Biden administration’s IPS, which aims to foster a free, open,

transparent, inclusive, and peaceful region. Unlike NATO, the Quad is not

a formal alliance but rather an arrangement of four intersecting circles

representing national interests, with growing but limited convergence in the

middle. At its core, the Quad implicitly seeks to provide a counterbalance to

China’s influence, uniting the four major democracies in the region.

Origin and Evolution of Quad

The groundwork for the Quad was laid in 2004 following the Indian Ocean

Tsunami, when US President George W. Bush initiated collaborative efforts

among the four nations to coordinate relief efforts.9 Recognizing their

potential to address regional challenges, especially in light of China’s rise,

the group transitioned from a functional collaboration to an ideological

one, driven by then-Japanese Prime Minister Shinzo Abe’s proposal for an

‘arc of freedom and prosperity.’ This proposal was made by Abe in his

‘Confluence of the Two Seas’ speech in India’s Parliament.

Though not a defensive alliance or a containment network against China,

the Quad took on a military dimension when the US-India Malabar joint

exercises expanded to include Australia, Japan, and Singapore. However, the

Quad faced initial setbacks, notably when Australia withdrew in 2007 due

to concerns about provoking Beijing.10

Despite this setback, member countries continued to strengthen bilateral

relations through joint military exercises and economic integration, with

the US and Japan reorienting their foreign policy agendas towards the Indo-

Pacific. President Obama talked of ‘pivot to Asia’ in 2011 while the Japanese

President Shinzo Abe in his speech in New Delhi in 2016 reiterated his

commitment to a ‘free and open Indo-Pacific.’ As China’s assertiveness grew,

particularly evident during the 2017 Doklam standoff, India embraced the

Quad, leading to its resurrection in 2017 with a renewed purpose to counter

China’s escalating influence.

The 2020 border clashes between India and China further solidified the

Quad’s position, resulting in its elevation to the summit level and an expansion
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of its scope to include vaccine diplomacy, infrastructure development,

maritime security, and critical technologies.

The Biden administration intensified US commitment to Quad

cooperation in 2021, extending outreach to include a ‘Quad-Plus’

community, incorporating countries like New Zealand, South Korea, and

Vietnam. Through its endeavours, the Quad has successfully enhanced

cooperation among its members, fostering closer ties and addressing common

challenges in the Indo-Pacific region.

Objectives

The Quad grouping is guided by a set of clear objectives outlined in policy

documents of the US and its partner nations. These objectives revolve around

fostering a free and open Indo-Pacific region, promoting regional security,

driving economic growth and development, addressing shared challenges

like climate change, and cultivating people-to-people ties.11 Though not

framed as a direct confrontation, the Quad’s strategic partnership implicitly

challenges China’s approach to regional influence and seeks to foster a more

stable and rules-based Indo-Pacific. The core objective of the Quad is to

manage China’s rise in the region. While member countries have not explicitly

stated this as their primary goal, their emphasis on maintaining a ‘free, open,

inclusive, anchored by democratic values, and unconstrained by coercion’

Indo-Pacific leaves little room for interpretation that the Quad aims to be a

counterweight to China’s coercive projection of power in the region.

While the Quad shares a common overarching objective, each member

country faces unique domestic constraints that influence their individual

approaches to achieving the Quad’s stated goals. Notably, the US and Australia

have been more willing to openly and privately challenge China in the

international arena. Due to differing interests and strategies across the various

domains of the Quad’s agenda, coordination and deep strategic cooperation

among member nations continue to present ongoing challenges.

The Quad aims to ensure that the Indo-Pacific region is not dominated

by China and that the overall balance of power remains favourable to liberal

democracies. Although all four countries—India, US, Japan and Australia
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value their economic ties with China, they recognize the importance of

maintaining a free and open Indo-Pacific region.

Challenges and Complexities in Quad

The Quad faces a number of challenges and complexities due to differing

geopolitical priorities and approaches among its member nations.

Different Geopolitical Priorities and Interests of India and US: India’s

traditional focus on the Indian Ocean conflicts with the US’s Pacific-centric

strategy, potentially impacting the Quad’s ability to address security issues

that may not directly affect India’s interests. Moreover, India and the US

diverge in their views on the Indo-Pacific and how to address China’s rise.

While the US emphasizes upholding the rules-based international order in

the Indo-Pacific, India favours a more inclusive approach, occasionally

signaling openness to including China and Russia in the region’s framework.

Additionally, while the US adopts a more confrontational stance towards

China, India prefers a model of competition-cooperation.

India’s pursuit of strategic autonomy further complicates matters, as it

balances relationships with various partners, including China and Russia.

Some observers consider India the ‘weakest link’ within the Quad due to its

non-ally status and nationalistic policies, such as its close ties with Russia

and Iran. Concerns have been raised, particularly following India’s restrained

response to Russia’s invasion of Ukraine in 2022, questioning its reliability

as a security partner.

Despite these challenges, the evolving relationship between India, the

US, and the Quad reflects a mix of shared interests and differing viewpoints.

While India aims to assert itself as a major security player in the IOR, the

US sees India as a potential counterbalance to China’s influence in the broader

Indo-Pacific. Recognizing the importance of engaging India, the US has

prioritized efforts to strengthen ties through initiatives like the US-India

Initiative on Critical and Emerging Technology and enhanced defence

cooperation.

Challenges in the Quad’s Engagement with Smaller Indo-Pacific Nations:

While the Quad has successfully enhanced trade integration among its
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member states, it has encountered challenges in effectively engaging smaller

nations and developing countries with strong economic ties to China in the

Indo-Pacific region. Despite driving an upward trend in regional integration

for investment and trade, the Quad’s efforts have not fully extended to smaller

nations outside its core membership.

The US has played a pivotal role in steering countries like the Republic

of Korea and Vietnam away from heavy reliance on China, thereby

diversifying trade and manufacturing hubs. However, the Quad has struggled

to economically engage with smaller nations and establish trust and influence

through bilateral and multilateral trade agreements. Notably, both the US

and India remain outside major trade agreements like RCEP and CPTPP.

Many developing countries in the Indo-Pacific region continue to grapple

with significant debts owed to China, while others experience short-term

economic gains and enhanced supply chain resilience. The impact of recent

economic initiatives, including the Indo-Pacific Economic Framework and

the Partnership for Global Infrastructure and Investment announced in 2022,

remains to be evaluated regarding their tangible effects on regional economic

ties.

Moving forward, it is imperative for the Quad to prioritize efforts in

building trust and engagement with smaller nations to broaden its influence

and effectiveness in the region. Continued collaboration and investment in

economic initiatives will be essential for the Quad to strengthen its foothold

and address the diverse economic challenges faced by countries across the

Indo-Pacific.

Mismatch in National and Military Interests of Quad Members: The Quad’s

strategic cooperation is constrained by a mismatch of national interests among

its members, particularly in terms of military aspects, where challenges arise

due to differences in commitments, interests, and capabilities. India’s unique

geography and military ties with Russia pose complexities in military

cooperation. Although limited joint military exercises have been conducted

among Quad members, their military interests diverge significantly.

For instance, while the US, Japan, and Australia express concerns about

Chinese aggression in the Taiwan Strait, India’s focus lies more on territorial

disputes with China in Ladakh and Tibet, given its specific geographic
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position. Additionally, India’s strong military ties with Russia and friendly

relations with Iran raise concerns among other Quad members.

The unpredictable foreign policy of the Trump administration and

China’s growing assertiveness have led to increased military investments in

the broader Indo-Pacific region. While these investments in indigenous

military development may be perceived as safeguarding a free and open Indo-

Pacific, they could also reflect a growing sense of insecurity among smaller

regional powers and heightened expectations of potential military conflicts.

This escalating military investment might lead to a security dilemma,

wherein China perceives it as a security threat and responds with its own

military buildup. Such a situation could result in a cycle of increasing

militarization and create a higher risk of miscalculation in the region.

Advance Technology and Cyber Security: The US, Japan, and Australia share

significant common ground when it comes to their priorities within advanced

technology and cybersecurity. The Quad Technology Business and Investment

Forum, established in 2022, aims to coordinate crucial aspects such as

standards, supply chain resilience, and telecommunications deployment.

Notably, Australia was the first country to publicly ban Huawei’s

communications infrastructure following the US’s call for its allies and

partners to do so. Australia also maintains a strong cyber partnership with

the US as part of the Five Eyes intelligence alliance. Japan’s close military

integration with the US further reinforces expectations of alignment on cyber

issues.

India’s role as an emerging secondary manufacturing hub for many US

technology companies, seen as an alternative to China amid US decoupling

policies, holds promise. Strengthened technology and economic relations

between India and the Quad members could deepen cooperation and foster

joint advancements in the fields of advanced technology and cybersecurity.

Cooperation among Quad Members in Upward Trend

The cooperation among Quad members has shown an upward trend under

the Biden administration spanning key strategic areas such as military,

economic, and cyber/technology domains. The US has effectively utilized
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the Quad to strengthen its bilateral ties with India, Japan, and Australia,

with significant progress since 2018.

The US, as the leading force within the Quad alliance, has played a

crucial role in shaping the extent of engagement among its members. Bilateral

relationships between the US and each Quad member have been instrumental

in driving closer cooperation within the group. However, it’s essential to

recognize that China’s assertiveness has further motivated Quad members to

cooperate closely, as they seek to counterbalance China’s actions in the region.

This dynamic has resulted in gains for the US and setbacks for China in

terms of their respective bilateral relationships with Quad members.

Need to Have Realistic Expectations from the Quad

However, despite these advancements, the Quad’s ability to reshape the Indo-

Pacific region in line with its stated objectives has been limited. China’s

influence in the region remains considerable, despite some reputational

damage caused by its assertive posturing under President Xi Jinping and

economic challenges posed by the COVID-19 pandemic and prolonged

Zero-COVID policies until early 2023.

It is important to have realistic expectations from the Quad. The Quad

is a valuable tool for fostering closer cooperation among its four member

powers. The Quad was never intended to be an operational force but rather

a platform for developing and coordinating relations between important

countries seeking to form a counterbalance to China. Its strength lies in

bringing India into alignment and ensuring broad normative agreement

among the largest democracies in the Indo-Pacific.

Thus despite some difference, the India-US relationship and their

engagement in the Quad are likely to continue progressing incrementally,

especially if the shared concern over China remains a unifying factor.12

However, the future trajectory of the Quad depends heavily on the

individual national interests of its member countries and the development

of bilateral relations between them. While the Quad has made strides in

solidifying its presence, its long-term sustainability and effectiveness will be

shaped by how each member prioritizes their interests and navigates their

respective relationships within the group.
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China’s Response to the Quad

China perceives the Quad as an emerging ‘Asian NATO’ and a veiled effort

by the US to form an anti-China alliance with a primary focus on security

matters. In response to the Quad’s increasing cooperation, China has taken

indirect actions. It has imposed broad economic disciplinary measures aimed

mainly at the US and Australia. It has escalated territorial disputes with

India and Japan to assert its regional presence. It has used demarches and

adopted harsh rhetoric to caution against what it views as a ‘Cold War

mentality.’ It is also striving to strengthen partnerships in the Indo-Pacific

region.

Recognizing the Quad as a perceived anti-China ‘bloc,’ China has

embarked on efforts to build its own strategically-aligned group. This involves

establishing links with other Indo-Pacific partners, including Pacific Islands

and select Southeast Asian nations. Additionally, China has expanded ties

with countries in Central Asia, Africa, and Latin America. Moreover, it has

fostered military and trade relations with nations like Russia, Iran, Pakistan,

and others, potentially seeking to create a counterweight to coordinated

sanctions from countries aligned with the US.

China’s response to the Quad’s growing presence illustrates its concerns

about being isolated or contained by a coalition of major democracies in the

Indo-Pacific region. To safeguard its interests, China has proactively sought

to forge alternative partnerships and strengthen ties with countries beyond

the Quad’s influence.

AUKUS

The US, the United Kingdom, and Australia have maintained a close

relationship since World War I, which has formed the basis of an alliance

between them. This alliance has grown stronger over the years, with deep

cooperation based on liberal democratic values and aligned national interests.

There is also an understanding that the national security of these countries

is directly linked to the autonomy, freedom, and stability of like-minded

partners and allies. All of this prompted these three nations to create the

Australia-United Kingdom-US (AUKUS) trilateral security pact in late 2021.

The primary motivation behind forming the AUKUS was China’s
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significant expansion of diplomatic, economic, and military influence. This

challenge from China prompted the member nations to deepen their

collaboration, particularly in nuclear-powered submarine technology,

highlighting their shared concerns about China’s military threat. The pact

aims to address strategic challenges and maintain stability amidst an evolving

geopolitical landscape.

Origin and Evolution of AUKUS

In 2020, a US intelligence report stated that the Chinese navy was operating

350 ships and submarines, surpassing the US Navy’s 293 vessels. The Royal

British Navy and the Royal Australian Navy currently operate approximately

70 and 50 vessels, respectively.13 This indicated a clear imbalance in naval

power in the Indo-Pacific.

Following this, Australia made a request to the Biden administration in

April 2021 to acquire nuclear-powered submarines. This could be seen as

the genesis of the AUKUS.14 In September 2021, the leaders of Australia,

the United Kingdom, and the US jointly announced the establishment of

AUKUS to support Australia’s acquisition of nuclear-powered submarines

for its Royal Australian Navy by 2039.

Thus, AUKUS was formed to tackle the naval power imbalance in the

region. On 13 March 2023, AUKUS leaders announced Australia’s plan to

acquire a conventionally-armed, nuclear-powered submarine capability

through the partnership.15 This approach will be phased, involving a

combination of operational American nuclear-powered submarines with

Australian personnel, rotational deployments of American and British

submarines in the region, the sale of US Virginia-class submarines, and the

development of a new ‘SSN-AUKUS’ based on British and American

submarine technology.

To become part of the AUKUS partnership, Australia decided to cancel

its previous deal of 12 new diesel-electric submarines and instead focus on

acquiring conventionally-armed, nuclear-powered submarines.16 This shift

in approach, along with the support from the UK and the US in sharing

technology, was driven by the need to counterbalance China’s growing naval

power and assertiveness. The partnership also seeks to enhance joint
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capabilities in areas such as cyber, artificial intelligence, quantum technologies,

and undersea capabilities.17

Notably, the pact marks a significant step, with the US agreeing to share

its classified technology on nuclear submarine propulsion. This is only the

second instance of such an agreement, the first being the 1958 US-UK Mutual

Defense Agreement (MDA) that facilitated the transfer of nuclear propulsion

technology to the UK.

Stated Objective and Follow-up Actions

The primary stated objective of the pact was to assist Australia in establishing

the infrastructure, technical capabilities, industry, and human capital required

to develop, maintain, operate, and oversee an independent fleet of

conventionally-armed, nuclear-powered submarines. This was stated in the

Joint statement of AUKUS leaders issued in March 2023.

To implement the objectives of AUKUS several initiatives have been

taken. The US and UK are trying to work out the most suitable approach

for Australia to acquire a conventionally-armed, nuclear-powered submarine

capability. Besides, the partnership has announced the establishment of two

initiatives: AUKUS Undersea Robotics Autonomous Systems (AURAS) and

AUKUS Quantum Arrangement (AQuA). These initiatives are designed to

enhance coordination on autonomous underwater vehicles and next-

generation quantum capabilities, respectively.

The trilateral efforts of the partnership are concentrated on advancing

cyber, hypersonic, counter-hypersonic, and electronic warfare capabilities.

The leaders also emphasized on the importance of collaborative innovation

and the expansion of sharing sensitive information among the member

nations.

Australia Prioritizes National Security Over Trade with China

In Australia, there has been a debate regarding the prioritization of its national

security alliance with the US over its economic ties with China. The

establishment of the AUKUS partnership strongly signals Australia’s choice

to prioritize its security relationship with Washington.  This decision comes

amid ongoing concerns about potential punitive Chinese sanctions, which
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leaves Australia with little choice but to diversify its trade away from reliance

on the Chinese market.

AUKUS has withstood changes in the Australian political landscape.

Now, a clearer estimate of the programme’s overall cost has emerged.

Australia’s share of the programme over three decades is projected to be

between $268 billion and $368 billion. This figure provides a more

quantifiable understanding of the financial commitment involved in achieving

the goals set forth by the AUKUS partnership. Despite costs to Australian

taxpayers, this agreement reinforces security cooperation and defence

industrial information sharing between Australia, the US, and the United

Kingdom for decades to come. The pact firmly establishes Australia’s

commitment to its security alliance with Washington and its role in strategic

collaboration with like-minded partners.

AUKUS Designed to Strengthen the US’s Maritime Military Superiority

AUKUS is strategically designed to bolster and reinforce the US’s decisive

technological military advantage over the PLA of China. Over the years,

China’s increased military funding and modernization under President Xi

Jinping’s leadership have eroded traditional US hard power advantages. The

growing capabilities of the PLA Navy (PLAN), PLA Air Force (PLAAF),

and PLA Rocket Force (PLARF) have raised concerns within the Pentagon.18

Yet, the American submarine force stands out as a significant exception

to this paradigm. Given that any potential conflict between the US and

China is likely to occur or be primarily fought in the maritime domain, the

US retains a crucial advantage in undersea warfare. AUKUS serves as the

foundation for strengthening this submarine supremacy, offering the necessary

framework, incentives, and resources to further enhance capabilities.

Moreover, the partnership brings more UK SSNs (Submarines) into the

theatre and includes Australia as a critical partner in a submarine warfare

triad, which could pose a substantial challenge to the PLAN in the event of

a conflict. It also shares the responsibility for monitoring and, if necessary,

defending the vital maritime choke points within the first island chain,

allowing for a more concentrated deployment of forces by individual allied

navies.
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Essentially, AUKUS is a strategic move to solidify and expand the US’s

military edge in the maritime domain, particularly in the context of potential

challenges from China, and it creates a cooperative framework that enhances

the collective capabilities of the allied navies involved.

Australia’s decision to shift from diesel submarines to SSNs (nuclear-

powered submarines) represents a significant transformation in its national

security strategy and strengthens its role in deterring Chinese military

aggression. While diesel submarines are suitable for coastal defence, they

lack the capability for offensive operations against enemy submarines or

surface combatants on the open seas. Australia’s move to collaborate with

the UK and the US for SSNs indicates a clear recognition that diesel

submarines are insufficient as a naval deterrent against the perceived most

imminent threat—the PLAN of China.

At both the tactical and operational levels of warfare, SSNs provide a far

more formidable force projection platform. The shift to nuclear-powered

submarines is not merely a change in propulsion but a comprehensive strategic

adjustment. It enables Australia to project power effectively from vital

shipping lanes like the Malacca Strait to the waters near Taiwan. Moreover,

with the capacity to launch much longer-range missiles, an SSN could strike

targets on China’s mainland while positioned to the east of the Philippines,

vastly expanding Australia’s offensive capabilities.

This strategic move signifies Australia’s commitment to enhancing its

maritime presence and capabilities, allowing it to play a more robust and

assertive role in regional security dynamics and deter potential adversaries

like China. The acquisition of SSNs reinforces Australia’s relevance in

countering security threats and further solidifies its position as a formidable

player in the Indo-Pacific region.

Challenges Facing AUKUS

The main threat to AUKUS lies in short-term domestic political

considerations and incentives in both the US and Australia. In late December

2022, Senators Jack Reed and James Inhofe expressed concern in a letter to

the Biden administration about the state of the US submarine industrial

base and its ability to support the desired end state of AUKUS’s nuclear
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submarine development. The senators cautioned against any sale or transfer

of American submarines to Australia as it required intense operational

demands. They also feared that it could put strain on the domestic industrial

base. The apprehension about sustaining the domestic industrial base while

meeting AUKUS requirements became more pronounced after the US

announced on 13 March 2023, its decision to sell Australia at least three

Virginia-class submarines, with the possibility of two more.

Another challenge stems from the massive cost of the SSN programme

for Australia, estimated to be between $268 billion and $368 billion, which

is five to seven times its current annual defence budget. This expenditure

raises concerns about the sustained support of such a significant government

investment on national defence, particularly among Australian taxpayers.

Despite AUKUS successfully navigating a government transition from

the Liberal to the Labour Party in Australia, the sustainability of such a

substantial commitment remains uncertain. Political dynamics and public

sentiment may influence the project’s trajectory in both countries, and any

changes in support or funding could potentially impact the progress and

realization of the AUKUS’s goals.

China’s Response to AUKUS

China has been critical of the AUKUS partnership.19 It has condemned the

pact as a reflection of the outdated Cold War zero-sum mentality and narrow-

minded geopolitical perception. It also warned the three nations that they

were hurting their own interests by forming this alliance.

China also pointed out that Australia might be in violation of its

commitments under the Treaty of Rarotonga, also known as the South Pacific

Nuclear Free Zone Treaty. This treaty prohibits the member nations from

placing nuclear weapons within the South Pacific. The Chinese state media

warned that the treaty would make Australia a potential target of a nuclear

strike in the event of a nuclear war.20

Subsequently, China also warned the three countries that they were

moving down the wrong and dangerous path for their own geopolitical self-

interest. These Chinese objections clearly showed its objections to the strategic



116 o Strategic Rebalancing: China and US Engagement with South Asia

collaboration among these nations, signaling tensions and a deepening sense

of rivalry in the Indo-Pacific region.

Partners in the Blue Pacific (PBP)

The Pacific Island Countries (PICs) are positioned along critical military

and economic sea lanes for the US. These countries collectively hold

significant diplomatic influence. Despite being historically influential in the

Pacific region, the US’s regional engagement in diplomatic, military, and

economic matters has waned since the post-World War II era. In recent

years, the PICs have become a focal point in the ongoing competition between

the US and China.

Capitalizing on this decline in US engagement, China has intensified its

outreach to the Pacific Island Countries, providing substantial foreign aid

amounting to nearly $1.5 billion between 2006 and 2017. This increased

presence of China in the region prompted a response from the US, Australia,

Japan, New Zealand, and the United Kingdom, leading to the launch of the

Partners in the Blue Pacific initiative. The Partners in the Blue Pacific is an

informal coordination programme aimed at supporting the Pacific region

and addressing its priorities collectively.

Through the Partners in the Blue Pacific, multilateral cooperation is

being encouraged to streamline aid towards the Pacific Island Countries and

bolster the presence of the US and its allies in the region. However, the

effectiveness of this initiative in countering China’s influence remains to be

seen. The scale of aid provided through the Partners in the Blue Pacific will

be a crucial factor in determining its success in balancing China’s engagement

with the Pacific Island Countries. As the competition between the US and

China in the region continues, the Pacific Island Countries strategic

importance is likely to remain a key focus for both nations and their allies.

India’s Approach to the Indo-Pacific

The US has identified India as a crucial partner in its IPS, recognizing India’s

growing influence and capabilities. The deepening strategic partnership

between the US and India is marked by closer defence ties, technology transfer,

and joint military initiatives. This makes it essential to understand India’s

perspective on the Indo-Pacific.
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Historically, India has prioritized its continental borders due to its

geographic location, domestic political instability, conflicts with neighbouring

countries, and resource constraints. However, in the twenty-first century,

India began shifting its focus towards the maritime domain, recognizing its

significance for trade and security.

To promote regional cooperation in the IOR, India launched the Indian

Ocean Rim Association (IORA) in 1997. This initiative aimed to strengthen

maritime ties among participating nations. In 2015, India further reinforced

its maritime outreach with the launch of the Security and Growth for All in

the Region (SAGAR) initiative.

In 2018, India officially joined the Indo-Pacific construct, acknowledging

the need to address unconventional security threats and secure the eastern

Indian Ocean and western Pacific Ocean. Prime Minister Narendra Modi

outlined India’s vision for the Indo-Pacific during the Shangri-La Dialogue

in Singapore, emphasizing the importance of an open and inclusive order

based on respect for the sovereignty and territorial integrity of all nations.21

To provide further clarity on its vision, India launched the Indo-Pacific

Ocean Initiative (IPOI) in November 2019. The IPOI identified seven pillars

for cooperation with Indo-Pacific countries, including maritime security,

ecology, resources, capacity building, disaster risk reduction, science and

technology, and trade and connectivity. India aims to leverage existing regional

cooperation architecture and mechanisms to foster an open and inclusive

Indo-Pacific region.

Through these initiatives and engagements, India seeks to enhance its

maritime presence, strengthen regional cooperation, and contribute to the

stability and prosperity of the Indo-Pacific region.

Diverse Perspectives on the IPS among Stakeholders

While the IPS, particularly championed by the US, is commonly seen as a

response to China’s assertiveness, there exists a spectrum of perspectives among

stakeholders. Documents released by nations such as the US, France, and

Canada underscore China’s assertive conduct in the region. They regard China

as a potential challenge to regional stability and the established rules-based
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order. These nations stress the importance of collective action, partnerships,

and adherence to a rules-based approach to effectively tackle common

challenges, including those posed by China’s actions.

In contrast, South Korea adopts a more inclusive approach towards the

Indo-Pacific. It recognizes China as a vital partner for achieving prosperity

and peace within the region. South Korea’s stance is shaped by its geopolitical

context and economic interdependence with China. It seeks to balance its

relationships with major powers and pursues a cooperative approach that

incorporates both engagement and collaboration.

Similarly, the European Union (EU) also adopts an inclusive stance

regarding the Indo-Pacific. While recognizing the necessity to address

challenges and uphold a rules-based order, the EU’s approach is not solely

centered on great power competition. Additionally, ASEAN, a regional

organization comprising Southeast Asian nations, advocates for inclusivity

in terms of ideas and proposals concerning the Indo-Pacific.

China’s Response to the IPS

China is acutely aware that it is the primary target of the IPS, anticipating

challenges from its implementation. It foresees future expansion of economic

and military cooperation among the Quad countries, which could pose

negative consequences. Economically, the IPS is viewed as a competitor to

China’s BRI, potentially undermining its economic presence in the region.

Politically, the Sino-U.S. relationship would be tested, and China’s relations

with Japan, Australia, India, and Indian Ocean littoral countries would be

adversely affected. Strategically, China perceives threats to its national security,

particularly in maritime security, with the possibility of increased US

involvement in the South China Sea through the IPS.22

Yet, China also believes that the IPS’s influence on it would be limited

due to internal and external constraints. Internally, financial difficulties and

personnel changes within the US administration pose obstacles to the IPS.

Externally, differences in emphasis on core elements of the IPS between the

US and other partners, particularly India, create additional challenges.

Furthermore, small states in the region, including ASEAN countries, are

reluctant to take sides between the US and China and have responded
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cautiously to the IPS. ASEAN seeks to maintain its centrality within the IPS

and integrate China’s BRI with the strategy to maximize economic benefits

and minimize security threats. Nonetheless, to mitigate the risks posed by

IPS, China seeks to engage with the US and other regional states.

Challenges and Considerations

The US IPS is designed to ensure regional stability by promoting a rules-

based order and preventing any single power from dominating the Indo-

Pacific region. At the heart of this strategy is the goal of countering China’s

influence, both economically and militarily, through collaboration with like-

minded partners in South Asia and beyond However, the US faces the

challenge of striking a balance between its strategic interests in the Indo-

Pacific and avoiding direct confrontation with China. Diplomatic efforts

are focused on managing competition and averting the region from becoming

a flashpoint for conflict.
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CHAPTER 7

US Attempts to Engage Smaller South
Asian Nations

For the first time, the US began showing interest in the smaller South Asian

nations, including Bangladesh, Sri Lanka, Nepal, Maldives, and Bhutan, in

the post-9/11 era. Its aim was to play a role in resolving the deeper conflicts

of these nations to prevent future incidents like 9/11. The Washington

Consensus also promoted economic liberalization in the region, encouraging

greater economic and trade relations among some South Asian countries.

Before that, during the Cold War era, the geopolitics of South Asia were

entirely defined by the India-Pakistan rivalry, where Pakistan sought to gain

parity by aligning itself with the US, ostensibly opposing communism. In

this phase, Pakistan played a role in bringing the US closer to China,

inadvertently expediting the end of the Cold War.

However, the rise of an assertive China after 2008, making deep inroads

in South Asia, has compelled the US to have broader engagement with these

countries. In this endeavour, India stands as a major partner of the US.1 The

US aims to offset Chinese influence in the region through diplomatic

engagement, alliance-building, and offering alternatives to Chinese invest-

ment and development initiatives. Promoting economic diversification, the

US seeks to reduce dependence on Chinese financing and mitigate the risks

associated with excessive debt.

Smaller South Asian countries exhibit varying degrees of engagement

with China, ranging from Bhutan, which lacks formal diplomatic ties, to

Bangladesh and Sri Lanka, boasting the strongest military and economic
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relations, respectively. The US seeks collaborative partnerships with smaller

South Asian nations amidst evolving dynamics in the Indo-Pacific to maintain

a balance of power in its favor.

US Adopts a Comprehensive Approach in Nepal

Nepal, a country in South Asia without a maritime border, holds significance

in the IPS of the US. Geographically situated between two Asian giants,

India and China, with often competing interests, Nepal endeavours to

delicately balance its relationships with these neighbours. India, besides being

Nepal’s immediate neighbor, serves as a pivotal player in the US’s IPS designed

to contain China.

The geographic proximity of Nepal to India and its border with the

restive Tibet makes it essential for China. Consequently, China remains wary

of increasing American influence in Nepal. These unique attributes contribute

to Nepal’s geopolitical importance in the Indo-Pacific despite not having a

maritime border.

However, amid the shifting dynamics of the Great Power competition

now focused on the Indo-Pacific, Nepal maintains its own priorities and

interests. The country aspires to safeguard its interests by navigating the

complexities of its relationships with competing powers and engaging in

newly formed multilateral partnerships and arrangements.

Evolution of US Engagement

Nepal has been a region of tertiary interest to Washington for several decades.

During this period, the US primarily engaged through its embassy, providing

aid for social issues. However, this approach underwent a significant

transformation as the great power competition intensified.

For both Beijing and Washington, South Asia has evolved into a theatre

of competition. In the last decade, Beijing’s political and economic presence

has seen a tremendous increase in Nepal, prompting Washington to take

proactive measures. The US is now attempting to engage with Nepal in a

more comprehensive manner. The current understanding is that the earlier

approach of dealing with Nepal solely through aid, was too simplistic.

As a result, the US has adopted a more comprehensive approach,
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involving diplomacy, economic engagement, aid, and security cooperation.

This shift towards a more holistic strategy signifies the recognition of Nepal’s

strategic importance and the necessity for broader engagement beyond social

issues.

Economic Engagement through MCC Sparks Controversy

In the economic arena, the US has attempted to engage Nepal through its

Millennium Challenge Corporation (MCC) Compact. Under this compact,

the $500 million grant from the US government will be used for two major

projects: a 400 kV electricity transmission line connecting Nepal to India

(the Compact will cover the Nepal section only), and the upgrade of around

100 kilometres of roads along the East-West Highway. The projects were

finalized after extensive consultation with Nepali civil society, the private

sector, and other stakeholders.

Nepal signed the agreement on the MCC Compact in September 2017.

However, the US desired the MCC Compact to be ratified by the Nepalese

parliament to grant it the status of an international agreement for faster

implementation. Some Nepalese also believed that this would bring

transparency to the Compact. Interestingly, the Chinese have never sought

ratification for their BRI projects by the Nepalese parliament, nor was the

question of Nepal joining China’s BRI ever discussed as vigorously as the

MCC was debated. It is often believed that Nepal needed to join BRI urgently,

and Chinese interests in bringing Nepal on board were, for the most part,

ignored.

However, in the case of ratification of the MCC Compact, there was no

unanimity in Nepal. Critics of the Compact claimed that it was part of

Washington’s IPS, which has a military component. Ratifying this Compact

would imply that Nepal would have a US military presence. Some American

officials had also linked the Compact to the IPS. The task force formed by

the Nepal Communist Party also concluded that the Compact was a part of

the IPS.2

To dispel doubts regarding the Compact, MCC Vice-President Fatima

Sumar visited Nepal and met with parliamentarians, civil society leaders,

and the business community. Nepal feared that ratification of the Compact
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would make it part of a military alliance and lead to its deviation from the

non-aligned foreign policy. Moreover, being a close partner of China, it

would also not like its territory to be used against China, which is the primary

objective of the IPS. Other concerns included the belief that under the

Compact, US laws would prevail over Nepal’s Constitution, and the Auditor

General of Nepal would not have the authority to audit the Compact.

The Chinese also attempted to draw Nepal away from the MCC and

the evolving political formulation of the IPS. The Chinese Foreign Minister

Wang Yi visited Kathmandu in September 2019. This visit revived debate

on the evolving ‘Indo-Pacific’ geopolitical formulation in Nepal. At the end

of this visit, the Chinese Foreign Ministry in Beijing issued a statement

saying, ‘Nepal firmly adheres to the non-alignment policy, disapproves of

the so-called “Indo-Pacific Strategy,” opposes any attempt to stop the

development of China, and believes that China’s development is an

opportunity for Nepal and is willing to learn from China’s successful

experience.’3

This statement about Nepalese foreign policy coming from China was

criticized by the US, but it also made them concerned about the growing

Chinese footprint in Nepal through its BRI, where Nepal has come to be its

major beneficiary. Nepal, at the same time, kept dragging its feet over the

issue of ratification of the MCC Compact, which was seen as a component

of the US IPS.

Nepal’s Shifting Alliances

Initially, Nepal leaned towards China, criticizing IPS. However, under the

Deuba government, it showed inclination towards the MCC Compact. The

changing government in Nepal and internal opposition highlighted the

complexities of foreign policy decisions.

In October 2021, Nepal’s private sector business association called on

the government to ratify the MCC Compact. They believed that the US

grant of $500 million would give the fund-starved Nepali economy a boost.

The Compact was expected to ‘increase investment, accelerate growth, and

reduce poverty’4 by improving power supply and lowering transportation

costs.
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The Deuba government in Nepal also appeared to lean towards the IPS.

However, protests intensified as the deadline for MCC ratification approached

in February 2022. Two members of the ruling coalition—the Nepal

Communist Party-Maoist Center (NCP-MC) led by Pushpa Kamal Dahal

and Communist Party of Nepal-Unified Socialist (CPN-US) led by Madhav

Kumar Nepal—saw the MCC as part of the US’s anti-China IPS. They

argued that ratification of the MCC by the Nepalese parliament would

undermine the country’s sovereignty.

China was also against the ratification of the MCC, and China Daily, in

one of its editorials, suggested that this ratification would have ‘far-reaching

consequences economically and geopolitically’ for China. It asked Nepal to

‘stay out of the US’ geopolitical games.’ The Global Times, another mouthpiece

of the Chinese government, considered the MCC a ‘Trojan horse’ designed

to encircle China.5

At this stage, the US used coercion to push Nepal to move forward on

the MCC grant issue. While the MCC Compact was debated in Nepal, US

Assistant Secretary of State for South and Central Asian Affairs Donald Lu

visited Kathmandu and threatened to reassess the entire US-Nepal

relationship if it was not ratified. Despite significant opposition from the

Communists, Dahal finally fell in line and ratified it. Despite significant

domestic opposition to the MCC, the resolve of the Deuba government to

get it passed showed its tilt towards the MCC Compact.

Moreover, when the Chinese Foreign Minister, Wang Yi, visited Nepal6

towards the end of March 2022 to control the damage, Deuba told him that

Nepal would now not take any loans from China and would welcome only

grants. This was another indication of Nepal shifting towards the MCC

Compact.7 To address the concerns of critics and to show sensitivity to Chinese

concerns, the Nepalese parliament added an ‘interpretive clause’ to the MCC

compact. This clause stated that the MCC compact is just a development

grant, is not above the country’s constitution, and is not part of any strategic,

military, or security alliance, such as Washington’s Indo-Pacific Strategy.8

Diplomatic Engagement through Charm Offensive

The Deuba government was subsequently replaced by Dahal, a Maoist leader

who has demonstrated flexibility in his approach towards the MCC Compact.
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The Americans have also altered their approach, launching a charm offensive

towards Nepal and seeking to engage Nepali policymakers actively. They are

employing rapid-fire diplomacy, involving a series of high-level visits, signaling

that Washington now takes its relationship with Nepal seriously.

The visit of Nuland aimed to ensure that the implementation of the

MCC remains on track despite the change of government in Nepal.9 She

also announced that the US would invest more than $1 billion in clean

energy, electrification, and small businesses led by women and under-

represented communities in Nepal over the next five years.

During Nuland’s visit, the US sought to strengthen its engagement with

Nepal on democracy-related issues. She appreciated Nepalese democracy,

which has evolved since 2006, in contrast to the existing authoritarianism in

Beijing. Samantha Power, the administrator of the US Agency for

International Development (USAID), visited Nepal in February 2023. Her

focus during the visit was on economic cooperation and partnerships in

priority areas. Power extended US President Joe Biden’s invitation to Dahal

to participate in the Summit for Democracy in March 2023.

Attempt to Enhance Military Engagement

Security has been a critical pillar of US engagement with Nepal, especially

in the context of its IPS. The US is now increasingly seeking security

engagement. The US and Nepali armies have been conducting joint exercises

for decades for humanitarian assistance and disaster relief (HADR). However,

Washington seeks to go beyond joint exercises. The US attempted to enhance

its military engagement through the State Partnership Programme (SPP),

an exchange programme between the US National Guard and foreign

militaries.10 Nepal has pulled out of this agreement, but the US is not likely

to give up soon. The US is also looking at alternative ways to engage Nepal

after the latter rejected the SPP.

China’s Attempt to Bolster BRI

China has been eager to strengthen its BRI in Nepal, given the US’s increased

emphasis on the MCC programme, intensifying competition in infrastructure

development in the region. In May 2017, Nepal and China signed a
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Memorandum of Understanding (MoU) to enhance bilateral cooperation

under the BRI framework, focusing on the connectivity of facilities, trade,

financial integration, and people-to-people connections. Nepal perceived

this as an opportunity to benefit across various sectors and overcome its

status as a least-developed country.

However, progress was slower than anticipated. Initially, Nepal selected

thity-five projects for implementation under the BRI but eventually narrowed

it down to nine. These nine projects included the ambitious trans-Himalayan

railway feasibility study, electricity transmission line extension, a technical

university establishment, and various infrastructure projects. To expedite

these ventures, Chinese President Xi Jinping visited Kathmandu in October

2019. Nevertheless, despite these efforts and five years since the initial MoU,

no projects have been finalized yet.

Nepal has raised three main concerns with China regarding BRI projects.

First, there is uncertainty about the financing method, with Nepal preferring

grants over loans. Second, Nepal seeks interest rates, not exceeding 1 per

cent per year comparable to multilateral funding agencies like the World

Bank and the Asian Development Bank (ADB). Last, China’s insistence on

hiring Chinese firms for most projects is a point of contention, and Nepal

wants open competitive bidding for the projects.

Nepal’s concerns were communicated to China by the Sher Bahadur

Deuba government which explicitly stated its inability to accept commercial

loans for financing projects under the BRI. Furthermore, Nepal sought an

extended repayment period of 40 years or beyond for any loans that might

be taken, aiming to alleviate the financial burden and provide greater flexibility

in managing the debt.

In April 2023, the Chinese Ambassador to Nepal, Hou Yanqi, reassured

that Nepal remains a crucial partner in the BRI, despite some slowdowns

due to the pandemic and Nepal’s changing political landscape. She made it

clear that China has been actively promoting its BRI in Nepal, using both

grants and commercial loans for project financing. While Nepal has expressed

a preference for grants, the Chinese ambassador clarified that the BRI

encompasses various modalities.

Regarding the financing modality of projects under the BRI in Nepal,
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the former Chinese ambassador to Nepal, Hou Yanqi, stated that it includes

both grants and commercial loans. She emphasized that many ongoing

projects in Nepal fall under the BRI framework, illustrating the various

modalities of cooperation.

Hou explained that the BRI’s implementation in Nepal involves three

distinct modalities. First, projects like the Gautam Buddha Airport in

Lumbini have received investment from the ADB, with Chinese contractors

involved in the construction. Second, in the case of the Pokhara Airport, the

financing involves a combination of China’s commercial loans and grants.

Additionally, the construction company responsible for the project is also of

Chinese origin. The third modality is exemplified by the Tribhuvan

International Airport in Kathmandu. In this scenario, a Chinese company

has been entrusted with the responsibility of improving the airport, while

the Nepal government bears the cost of the project.

Though Nepal and China had agreed to carry out nine projects under

BRI not even one has started. So China in its desperation to show that BRI

was active, started claiming projects as part of BRI which were actually being

implemented outside of it.

A major controversy arose in Nepal over China’s BRI after the Chinese

Embassy in Kathmandu unilaterally declared the Pokhara International

Airport as a ‘flagship project of China-Nepal BRI cooperation.’11 This

statement has raised concerns among Nepali officials and political leaders as

it contradicts the fact that no project under the BRI has been formally signed

in Nepal.

The airport construction in Pokhara was financed through a Chinese

loan, and it was inaugurated by Prime Minister Pushpa Kamal Dahal

‘Prachanda.’ However, the Prime Minister did not mention the BRI during

the inauguration speech, and he expressed surprise and concerns over the

Chinese Embassy’s sudden announcement linking the airport to the BRI.

The Pokhara airport project was not part of the official BRI project list.

The negotiation of the Pokhara airport with Chinese had begun from 2010

before China launched the BRI in 2013. The BRI framework agreement

was signed between Nepal and China in 2017, while the loan agreement

between China’s EXIM Bank and the Civil Aviation Authority of Nepal



130 o Strategic Rebalancing: China and US Engagement with South Asia

(CAAN) for the airport construction was signed in 2016. For the construction

of the airport Nepal had signed a $215.96 million soft loan agreement with

China in March 2016. China’s Exim Bank had agreed to provide 25 per cent

of the loan free of interest and set the interest rate at 2 per cent per annum

for the rest of the amount, with a payback period of 20 years.

In April 2023 at a Foreign Secretary-level bilateral diplomatic

consultation mechanism between Nepal and China, both sides once again

put emphasis on timely implementation of Chinese investment projects.

However, in this meeting Nepal showed lack of formal interest in China’s

ambitious projects, such as the BRI and the Global Security Initiative (GSI),

following which China sought to enhance its influence in Nepal through

the Global Development Initiative (GDI), launched by President Xi Jinping.

Nepal has positively received the GDI as a humanitarian aid and development

programme. The GDI presents an opportunity for Nepal to foster closer ties

with China and benefit from developmental cooperation. China aims to

expand its influence in Nepal through the GDI, portraying it as a

humanitarian aid and development programme, which Nepal has viewed

positively.

China’s concerns in Nepal further increased after India refused to endorse

the BRI during the SCO summit in New Delhi. After that it has accelerated

efforts to complete the pending BRI projects in Nepal. An agreement was

reached between Nepal’s National Planning Commission and China’s

National Development and Reform Commission to expedite the completion

of previously announced BRI projects in Nepal, boosting infrastructure.

Nepal remains cautiously optimistic about the BRI’s potential benefits.

Now it is assertive in seeking terms that align with its economic capacity. It

is also wary of Chinese attempt to include earlier negotiated projects in its

flagship BRI programme.

Nepal’s Evolving Foreign Policy Landscape

Nepal finds itself confronted with fresh foreign policy challenges as the stage

for Great Power competition shifts to the Indo-Pacific, where both the US

and China vie for influence in South Asia. In response to this dynamic

geopolitical scenario, Nepal has embarked on a new foreign policy approach.
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Faced with a transformed domestic and international environment, Nepal

recognizes the necessity of adopting a foreign policy that allows for a delicate

balance among Beijing, New Delhi, and Washington while simultaneously

advancing its national interests. The contours of this new foreign policy

framework aim to address these multifaceted considerations.12

Nepal’s Reluctance to Depend on US Commitments

Despite Nepal ratifying the MCC Compact, there is a significant level of

distrust towards the US. The manner in which the US withdrew from

Afghanistan has instilled apprehension among smaller nations, including

Nepal, about relying on the US. In Nepal, there is a prevailing sentiment

that the ongoing great power competition will eventually reach a resolution.

Should the US manage to find common ground with China, successfully

contain China, or fail in its objectives, there is concern that the US may

withdraw from its commitments in the region, leaving countries like Nepal

on their own at China’s disposal, as witnessed in Afghanistan.13 A growing

perception within certain circles in Nepal suggests that US withdrawal from

Afghanistan underscores the notion that Nepal cannot solely depend on US

aid commitments.

For Nepal today, China does not represent only a balance to India’s

overarching presence. The Nepalese leadership also perceives significant

opportunities for mutual benefit in the context of China’s dramatic rise and

abundant resources.14

Skepticism Towards IPS and Quad

There is a prevailing sentiment in Nepal that the IPS or the Quad may not

effectively manage China. Members of the Quad and the IPS are grappling

with challenges in finding common ground, struggling to align their strategies

and interests among member countries. In their pursuit to counter China

and wield influence over smaller nations in the region, these countries have

instead created various alliances and groupings, such as the trilateral security

partnership or AUKUS pact involving the US, the UK, and Australia.

Notably, this pact has faced criticism from close security partner France.

In the current scenario, where US influence is waning, Australia relies

heavily on the Chinese economy, Japan adheres to a pacifist policy, and
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India complies with UNCLOS rules while having limited military and

economic power compared to China, the Quad framework and IPS are

questioned as custodians of international law.15 The future trajectories of

these organizations remain unclear. In such circumstances, Nepal prefers

not to align with either India or China, given their competing interests in

the region. Instead, Nepal aims to maintain a low profile and derive benefits

from emerging multilateral frameworks.

Regarding the India-China rivalry, some Nepalese believe that China

holds a clear advantage over India in economic and military fields. They also

perceive India, due to its proximity to China, faces greater risks compared to

other security partners who might make India the scapegoat if tensions escalate

in the course of their strategic competition. The bilateral relationship between

India and Nepal deteriorated in 2015 when Nepal implemented its new

constitution, though it has improved since then. Uncertain of the

commitments made by Quad members post-Afghanistan, Nepal remains

unwilling to take sides.

Nepal’s Strategic Position

The IPS remains a source of debate and controversy among Nepalese political

parties. Despite the US adopting a comprehensive approach in its foreign

policy towards Nepal, the country has not officially endorsed or rejected the

IPS, perceived as a counter to China’s expanding influence in the region.

While some Nepali leaders disapprove of the strategy, expressing support for

China’s BRI, Nepal is currently navigating a delicate balance among the

interests of China, India, and the US to maximize benefits without

compromising its sovereignty and national dignity.

The ongoing struggle for dominance in the Indo-Pacific region may

culminate in a unipolar, bipolar, or multipolar global order. Nepal seeks to

advance its own interests amid this geopolitical competition, aiming to derive

benefits from competing powers and emerging multilateral partnerships. As

a rational actor, Nepal refrains from taking sides in the ongoing great power

competition, preferring a non-aligned foreign policy. By doing so, Nepal

positions itself to stand with the eventual victor when the competition settles,

ensuring it can reap maximum benefits.
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Bangladesh Prefers an Indo-Pacific Outlook (IPO)

Bangladesh, strategically located in the Bay of Bengal within the larger Indo-

Pacific region, serves as a vital bridge connecting South and Southeast Asia.

The ITLOS verdict in 2012 and the subsequent UN tribunal verdict in

2014, under UNCLOS, expanded Bangladesh’s maritime area, providing it

with enhanced access to the Bay of Bengal.

The significance of the Bay of Bengal further escalated following China’s

construction of an energy pipeline through Myanmar and the establishment

of a submarine base, which China financed and constructed for Bangladesh.

China’s naval presence in the western Indian Ocean, including a military

base off Djibouti, has raised concerns among regional rivals.

As an influential player in the Indian Ocean Rim Association (IORA)

and the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic

Cooperation (BIMSTEC), Bangladesh is experiencing economic growth. It

currently ranks as the second-largest economy in South Asia. The nation’s

continuous economic development suggests the potential for Bangladesh to

emerge as one of the middle powers. In pursuit of this objective, Bangladesh

is actively strengthening its military capabilities.

Dhaka maintains amicable ties with the US, various European nations,

and other members of the Quad. Bangladesh plays a significant role in Japan’s

vision for the Indo-Pacific, outlined in the 2019 policy document ‘Towards

Free and Open Indo-Pacific.’ In March 2023, during his visit to New Delhi,

Japanese Prime Minister Kishida Fumio unveiled Japan’s new plan for a free

and open Indo-Pacific (FOIP). Stressing the need for collaboration within

the FOIP framework, he highlighted the potential for harnessing the

economic opportunities in the Bay of Bengal region. The desire to

counterbalance China’s assertiveness and uphold the established global order

has piqued the interest of key Indo-Pacific players in including Bangladesh

in their regional strategies.

Evolving US-Bangladesh Relations

In recent years, both the US and Bangladesh have actively sought to enhance

their diplomatic ties through regular partnership and security dialogues. A

notable example is the third US-Bangladesh partnership dialogue in 2014,
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where discussions centred on the potential development of the Indo-Pacific

Economic Corridor (IPEC). Even the Trump Administration, in its 2017

National Security Strategy, recognized Bangladesh as a crucial partner in the

region.

While bilateral relations have seen improvement, certain challenges

persist. The US has expressed concerns about the fairness of elections in

Bangladesh, the human rights records of Bangladeshi security agencies, and

conditions related to media freedom and labour rights in the country.

Additionally, Washington has raised eyebrows over Bangladesh’s expanding

military-economic ties with geopolitical rivals like China and Russia.

Bangladesh has also its own set of expectations from the US. Dhaka

aims for the reinstatement of Generalized System of Preferences (GSP)

facilities to gain trade benefits and seeks the removal of sanctions on the

Rapid Action Battalion (RAB), a Bangladeshi security force.16 Bangladesh

also desires the extradition of Rashed Chowdhury, a former Bangladeshi

military officer involved in the assassination of the country’s founding father,

and increased US involvement in the repatriation of Rohingya refugees.

Despite these areas of contention, both nations have successfully

maintained and expanded their multifaceted relationship. While challenges

exist, they do not define the entirety of the US-Bangladesh relationship. The

positive aspects in this partnership far outweigh the existing issues.

Recognizing the strategic importance of Bangladesh, the US has recently

sent various officials and diplomats to the country, with the visit of Assistant

Secretary of State for South and Central Asian Affairs, Donald Lu, being a

highlight.17 Indo-Pacific discussions featured prominently during these visits,

signaling the Biden Administration’s intent to strengthen ties with Bangladesh.

Similarly, the UK has also dispatched its minister for the Indo-Pacific, Anne-

Marie Trevelyan, underscoring the continued international engagement with

Bangladesh.18

Diverse Perspectives on the Indo-Pacific

The Indo-Pacific region is not universally perceived solely through the lens

of great power competition among all stakeholders. It is crucial to

acknowledge that this vast region comprises diverse nations with distinct
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priorities, interests, and historical relationships. Despite a shared concern

regarding China’s actions and influence, approaches to addressing these

concerns can vary significantly.

Some countries emphasize on cooperative engagement, aiming to balance

relationships and leverage economic ties, while others prioritize collective

action and uphold the rules-based order. The understanding and treatment

of the Indo-Pacific region are continuously evolving as countries engage with

one another and adapt their strategies based on their unique interests and

objectives. As part of this process, the US has introduced the IPEF,

and Japan has initiated its Bay of Bengal Industrial Growth Belt initiative

(BIG-B).

Bangladesh Remains Skeptical towards the IPS

Bangladesh, however, has maintained a skeptical stance toward the IPS, a

sentiment evident during the visit of US Under Secretary for Political Affairs

Victoria Nuland to Dhaka in March 2022. While the US presented the trip

as an opportunity to underscore its commitment to and cooperation with

Indo-Pacific partners, the response from the Bangladeshi foreign ministry

did not align with this narrative.19

Bangladesh has expressed discomfort in becoming part of any security

alliance in the Indo-Pacific region. Despite the offer from US Deputy

Secretary of State Stephen Biegun to sell arms to Bangladesh under the IPS,20

Bangladesh did not agree to this proposal and instead signaled its interest in

infrastructural investments.21 Even as Bangladesh aims to diversify its arms

acquisitions as outlined in its Forces Goals 2030, China remains the country’s

primary arms supplier. Bangladesh believes that any arms purchase under

the IPS could create discomfort for China. This highlights the complex

dynamics at play in the evolving landscape of the Indo-Pacific region.

Chinese Apprehensions and Bangladesh’s Balancing Act

China has exhibited growing concerns over what it perceives as attempts by

Washington to sway Bangladesh into aligning with the US. The Chinese

ambassador to Bangladesh, Yao Wen, has accused Washington of actively

pushing Bangladesh into the US camp. In an effort to dissuade Bangladesh
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from leaning towards the Indo-Pacific Wen outlined China’s stance on the

IPS, emphasizing its strong defence elements.

To exert additional pressure on Bangladesh, China’s new foreign minister,

Qin Gang, departed from established diplomatic norms by making a

‘technical stopover’ in Dhaka in January 2023, deviating from the traditional

first visit to Africa. During this visit, Qin Gang held a meeting with

Bangladeshi Foreign Minister Abul Kalam Abdul Momen, where Momen

offered reassurances to China regarding Bangladesh’s commitment to a neutral

stance in the geopolitical competition between Beijing and Washington.22

It is crucial for Bangladesh to tread carefully, as alienating China is not

a viable option. China stands as Bangladesh’s largest trading partner and

primary defence supplier. Bangladesh actively participates in China’s BRI

through its involvement in the Maritime Silk Road project. China is also

deeply engaged in the infrastructural development of Bangladesh. It has

constructed a submarine base where two Chinese submarines are stationed.

This development has notably altered the security dynamics in the IOR,

particularly in the Bay of Bengal. Balancing these relationships poses a delicate

challenge for Bangladesh in the evolving geopolitical landscape.

Pivotal Role of West in the Economic Growth of Bangladesh

Western countries play a pivotal role in Bangladesh’s economic development.

A significant portion of Bangladesh’s exports is directed toward the US and

Europe. Additionally, the substantial diaspora, comprising around two

hundred thousand Bangladeshi origin individuals in the US and sizable

communities in Europe, plays a crucial role by contributing to remittances

sent back to Bangladesh.23

The Bangladeshi economy relies heavily on the export of ready-made

garments to the West and the remittances flowing from expatriate

Bangladeshis. As Bangladesh experiences robust economic growth, the

country is making a transition from a low-income to a middle-income status.

While this transformation is a positive development, it presents a new

challenge for Bangladesh, particularly as it loses the Generalized System of

Preferences (GSP) facility. This facility had facilitated significant market

penetration for Bangladeshi products in Western markets.
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In this evolving scenario, Bangladesh seeks the support of Western

countries to sustain its economic growth. The assistance and collaboration

of these nations is vital for Bangladesh as it navigates the complexities of its

economic transition and endeavours to maintain its positive trajectory.

IPO of Bangladesh

To cultivate positive relations with Western nations Bangladesh unveiled its

IPO on the eve of Prime Minister Sheikh Hasina’s visits to Japan, the US,

and the United Kingdom. Enshrined in this document is Bangladesh’s vision

for a free, open, peaceful, secure, and inclusive Indo-Pacific that fosters shared

prosperity.24 Emphasizing the region’s global significance, the document

underscores its collective impact on the world economy, international trade,

climate action, and technological advancements, identifying them as key

factors for Bangladesh’s long-term resilience and prosperity.

The document articulates four guiding principles and fifteen objectives.

The primary guiding principle draws inspiration from Sheikh Mujibur

Rahman’s foreign policy mantra of ‘Friendship towards all, malice toward

none.’25 It emphasizes the renunciation of force in international relations

and urges adherence to relevant UN treaties and international conventions

such as the United Nations Convention on the Law of the Sea (UNCLOS).

Furthermore, the document stresses on the importance of constructive

regional and international cooperation as a foundation for sustainable

development and international peace. The objectives derived from these

principles encourage countries to build mutual trust, promote dialogue, and

ensure peace, prosperity, security, and stability throughout the Indo-Pacific.

Specifically, the document advocates for the strengthening of existing

mechanisms for maritime safety and security, upholding the freedom of

navigation and over-flight in accordance with international law and

conventions, including the UNCLOS. Bangladesh supports international

efforts to combat transnational organized crimes and calls for the promotion

of open, transparent, and rules-based multilateral systems that facilitate

equitable and sustainable development in the Indo-Pacific. Additionally, the

document places emphasis on connectivity and the free flow of commerce

in the region. This strategic outlook reflects Bangladesh’s commitment to

actively contributing to the stability and prosperity of the Indo-Pacific.



138 o Strategic Rebalancing: China and US Engagement with South Asia

Bangladesh’s Pragmatic Approach to the Indo-Pacific

Upon the release of Bangladesh’s IPO, some Western analysts perceived a

potential shift toward embracing the IPS advocated by the US and its regional

partners.26 The document, emphasizing the necessity for a free, secure, and

peaceful region, was interpreted as aligning with the IPS. However, a closer

examination suggests that Bangladesh remains cautious in its foreign policy

choices.

While discussions surrounding the IPS have risen, Bangladesh has notably

refrained from engaging with the US on matters related to the security of

the Bay of Bengal. This reluctance reflects ongoing mistrust and hesitance

towards embracing a more active security role in the region.

The Ukraine crisis, heightening great power competition, has presented

challenges for countries like Bangladesh to maintain a balanced foreign policy.

Despite these pressures, it would be premature to assume a definitive tilt

towards the Indo-Pacific, given the longstanding and deep ties between

Bangladesh and China.

Bangladesh has been striving to maintain a balanced approach, evident

in the IPO document. The document seems designed to reassure China,

emphasizing Bangladesh’s commitment to avoiding rivalries and disclaiming

any security goals. Like several Southeast Asian nations, Bangladesh refers to

its stance as an ‘outlook,’ conveying a softer connotation rather than a rigid

‘policy or strategy.’ Notably, Dhaka has not indicated any intention to join

the Quad, mirroring the responses of other South and Southeast Asian nations

with complex relationships with China.

Despite China’s warnings against participating in the Quad and

suggestions regarding the IPEF, Bangladesh has affirmed its autonomy in

foreign policy matters. Dhaka has not only rejected interference from China

but also decided to chart its own course, underscoring its commitment to

independent decision-making.

The IPO document underscores Bangladesh’s comprehensive view of

security, encompassing human security and non-traditional security issues.

It advocates for technology transfer to facilitate a green transition, addressing

challenges such as climate change. Bangladesh and the US are already

collaborating in areas such as climate change, counter-terrorism, maritime

security, military training, and UN peacekeeping.
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Bangladesh perceives the Indo-Pacific as an economic opportunity. The

export-led economic growth has made it a trading nation. In the new

economic environment Bangladesh thinks that it has to maintain positive

relations with both China, its largest trading partner, and the West, whose

market access and capital investment will influence future economic

development. As Bangladesh aims to achieve its goal of becoming an upper-

middle-income country by 2031 and a modern, knowledge-based developed

country by 2041, the nation prioritizes a pragmatic and balanced approach

in international relations.

Bangladesh is poised to align itself primarily with the economic facets of

the IPS, steering clear of the more overtly defensive and security-oriented

aspects. The country is strategically manoeuvering the competitive landscape

in the Indo-Pacific by adhering to the principles of non-alignment and

neutrality. To achieve this, Bangladesh is actively participating in various

multilateral institutions within the region, including the Washington-led

IPEF, the China-led Indian Ocean Region Forum, and the multilateral

Regional Comprehensive Economic Partnership (RCEP).

In adopting this approach, Bangladesh seeks to leverage economic

cooperation while avoiding entanglement in the great power rivalries that

characterize the Indo-Pacific. By engaging in these multilateral forums,

Bangladesh aims to safeguard its national interests.

This nuanced strategy allows Bangladesh to deftly navigate the intricate

dynamics of the Indo-Pacific region, ensuring a balanced pursuit of its

economic and strategic objectives. Rather than aligning itself rigidly with

any one geopolitical camp, Bangladesh opts for a pragmatic and flexible

stance that promotes economic growth and cooperation while avoiding

unnecessary geopolitical entanglements.

Sri Lanka’s Strategic Balance with the US, China and India

Sri Lanka’s strategic significance in the Indo-Pacific region stems from its

location in the Indian Ocean, placing it near important sea lanes of

communication, including the Malacca Straits and the Strait of Hormuz.

These routes witness a significant volume of naval vessels and oil tankers

each year, connecting energy consumers in East Asia with suppliers in the

Middle East.
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Prior to 2009, Sri Lanka was primarily known for its counterinsurgency

campaign against the Tamil Tigers, who claimed to be fighting for the rights

of the Tamil minority. After the defeat of the Tamil Tigers by President

Mahinda Rajapaksa in 2009, the world’s attention shifted to the growing

Chinese presence in Sri Lanka. China initiated several multi-billion-dollar

infrastructure projects, largely through loans provided at commercial interest

rates. Sri Lanka’s growing economic and strategic ties with China have raised

concerns for both the US and India. This has turned Sri Lanka into an

outpost for Chinese influence, and now, with the intensification of great

power competition, both the US and India are striving to gain influence in

Sri Lanka. India is particularly concerned as Sri Lanka is located in its

neighbourhood. The US, on the other hand, is alarmed by China’s debt

diplomacy and the potential militarization of Sri Lankan ports.

The relationship between the US and Sri Lanka has evolved over time,

with the US providing assistance since Sri Lanka’s independence. However,

the relationship deepened further after the defeat of Mahinda Rajapaksa in

2015. In the subsequent Sirisena government, both the US and India had

the opportunity to strengthen their positions in the country. Now the struggle

for influence in Sri Lanka has intensified.

The US has come out with its IPS to keep the balance of power in its

favour in the region. As part of its IPS, the US aims to provide alternative

options for countries in the region, including Sri Lanka, to counterbalance

China’s influence. While completely excluding China from Sri Lanka may

not be feasible, both India and the US are working to reduce its influence as

they have a shared interest in the island country. The economic crisis in Sri

Lanka that started in 2019 has provided an opportunity for them to further

strengthen their positions, aided by China’s reluctance to provide debt relief.

However, Sri Lanka appears to be reluctant to take sides in the ongoing

struggle for dominance in the Indo-Pacific.

China’s Influence

The roots of the modern Sri Lanka-China relationship can be traced back to

1952, marked by the signing of the China-Ceylon Rice Rubber Pact. This

agreement, negotiated by R.G. Senanayake, the Sri Lankan Minister of Trade
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and Commerce, emerged in response to the economic challenges confronting

both nations at the time.

Sri Lanka was contending with a shortage of foreign exchange, a scarcity

of rice, and a decline in commodity exports. Political upheavals had disrupted

the country, and its rice imports from Southeast Asia had ceased due to a

lack of foreign exchange. Furthermore, Sri Lanka’s rubber exports to Western

countries had diminished in the aftermath of the Korean War, resulting in

reduced demand.

Conversely, China encountered restrictions on importing rubber due to

sanctions imposed after the Korean War. The surplus of rubber in Sri Lanka

and China’s need for this commodity paved the way for the signing of the

China-Ceylon Rice Rubber Pact. The primary objective was to address the

economic challenges facing both nations.

It is noteworthy that this pact was formalized five years prior to the

official establishment of diplomatic relations between Sri Lanka and China

in 1957. This early collaboration in the economic realm laid the groundwork

for the bilateral relationship, which has since flourished and expanded into

diverse areas, encompassing trade, investment, infrastructure projects, and

diplomatic ties.

Sri Lanka Embraces China

Sri Lanka’s alignment with China saw significant growth and consolidation

during the Mahinda Rajapaksa government’s tenure from 2005 to 2015.

Capitalizing on the Sri Lankan Civil War, China expanded its influence in

the country by providing military support, including hardware, defense

technology, and training. Chinese weaponry played a pivotal role in the

defeat of the Liberation Tigers of Tamil Eelam (LTTE). This established

China as a key defence partner for Sri Lanka and their collaboration was

underscored by the display of Chinese-manufactured weapons in a victory

parade celebrating Sri Lanka’s triumph over the LTTE.

China also shielded Mahinda Rajapaksa from war crimes allegations on

the international stage. In 2013, both nations elevated their bilateral

relationship to a strategic cooperative partnership, and by 2016, China had

surpassed India as Sri Lanka’s largest trading partner. In a move that raised
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regional eyebrows, Sri Lanka permitted Chinese nuclear submarines to visit

in 2014, despite concerns voiced by the Indian government.27

Mahinda Rajapaksa was highly popular in Sri Lanka for his role in

defeating the Tamil Tigers and bringing about an investment and

infrastructure boom in the country. This success fueled the aspirations of Sri

Lankans to transform their nation into a trade and maritime hub. Initially,

President Mahinda Rajapaksa sought military aid and investments from the

US. However, he could not get this because of the war crime charges against

him.28 He also approached India for the Hambantota port development.

Rajapaksa eventually accepted Chinese loans and investments when other

nations showed little interest, ultimately leading to a debt trap.

During his regime, China heavily invested in large-scale infrastructure

projects under the BRI, positioning itself as Sri Lanka’s primary source of

foreign direct investment and development assistance. These projects, while

aiming to gain strategic advantage in the IOR and counterbalance India’s

influence, were criticized for their economic viability.29 Mahinda Rajapaksa,

strongly influenced by China, believed that these projects were in Sri Lanka’s

interest. There were allegations of receiving campaign funds from China

during elections. China exploited Sri Lanka’s economic vulnerabilities,

loopholes and corrupt practices for its political and economic calculations.

During the Rajapaksa era, agreements signed by Chinese firms were

shrouded in secrecy, raising concerns over their unfavorable clauses. Certain

deals even ceded sovereign control over land near Sri Lanka’s ports to China.

However, there was a shift under the subsequent Sirisena-Wickremesinghe

government. Some of these agreements were either rejected or renegotiated.

This partially addressed the worries expressed by both the public and the

international community.

Sri Lanka’s foreign policy once again tilted towards China during

Gotabaya Rajapaksa’s presidency from 18 November 2019, to 14 July 2022,

aligning closely with Beijing’s strategic calculations. The government actively

supported China and helped rebuild its image during the outbreak of the

COVID-19 pandemic. Sri Lanka took a $500 million loan from China,

which was labeled as a COVID-19 loan at China’s request.  Showing a

readiness to adjust policies to accommodate Chinese interests, the government

favored China over other nations in various decisions.



US Attempts to Engage Smaller South Asian Nations o 143

This shift was seen in the cancellation of a light rail project funded by

Japan.30 The Sri Lankan government also terminated a joint venture involving

India’s Adani Group, Japan International Cooperation Agency, and Sri Lanka

Ports Authority for the development of the Eastern Container Terminal at

Colombo Port. This project was subsequently awarded to the China Harbor

Engineering Company.31

Furthermore, the passage of the Colombo Port City Economic

Commission Bill by the Sri Lankan government to govern the Special

Economic Zone of Colombo Port City developed by China drew criticism.

It was felt that this would compromise with Sri Lanka’s sovereignty. These

moves by Gotabaya Rajapaksa’s administration led to dissatisfaction among

key partners such as India and Japan.

These Chinese-led projects transformed Sri Lanka into a strategic outpost

for Beijing, addressing some of China’s concerns regarding the Malacca Strait,

a vital trade route. While certain projects brought tangible benefits to Sri

Lanka, others faced scrutiny for their questionable economic viability. Many

Sri Lankans contend that certain extravagant projects undertaken by China

only exacerbated the country’s debt burden, resulting in unsustainable levels

of indebtedness and fostering corruption and nepotism.

Coalition Government Strives to Rebalance Sri Lanka’s Foreign Policy

In a surprising electoral upset, Sirisena, once an ally of President Mahinda

Rajapaksa, defeated him in the 2015 Presidential elections and formed a

coalition government with his former rival, Prime Minister Ranil

Wickremesinghe. During the coalition administration of President

Maithripala Sirisena and Prime Minister Ranil Wickremesinghe, Sri Lanka

endeavoured to rebalance its foreign policy, aiming to reduce its reliance on

China. This government prioritized strengthening ties with India and the

US while reassessing and revising the terms of agreements signed with China

during Rajapaksa’s tenure, albeit with varying degrees of success.

Prime Minister Wickremesinghe, representing the reform-oriented

United National Party (UNP), sought to counterbalance the substantial

Chinese loans by attracting new investments from India. During a visit to

Delhi in April 2017, he inked several preliminary agreements outlining

infrastructure projects for Indian companies. These initiatives included a
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solar power plant in Sampur, upgrades to a Jaffna airport, new railways and

housing developments in the northern region, an oil tank farm and refinery

in Trincomalee, and an expansion of the East Container Terminal at

Colombo’s main port. However, President Sirisena attempted to delay or

halt these projects.

Sri Lanka faced a constitutional crisis when President Sirisena dissolved

parliament and sought to appoint former President Rajapaksa as the new

prime minister. Consequently, the US froze a nearly completed $500 million

MCC compact for soft infrastructure investments, while the Japan

International Cooperation Agency temporarily suspended a $1.4 billion soft

loan for a light-railway project in Colombo. Notably, during the

constitutional turmoil, Rajapaksa’s shadow government finalized two

multimillion-dollar contracts with Chinese firms to upgrade a container

terminal at the Colombo port and procure new cranes.

Improvement in US-Sri Lanka Relations

The change in government in Sri Lanka in 2015, marked by the ousting of

President Rajapaksa, has significantly contributed to the improvement of

the Sri Lanka-US relationship, particularly in the defence arena. The US

actively pursued closer ties with Sri Lanka, exemplified by John Kerry, then-

Secretary of State’s visit to Sri Lanka in 2015—the first such visit by a Secretary

of State in three decades. This visit underscored a renewed commitment to

strengthening the bilateral relationship.

The military cooperation between Sri Lanka and the US has a rich history,

characterized by several agreements and initiatives aimed at enhancing

collaboration between their armed forces. This cooperation includes port

visits, joint exercises, training programmes, and logistical support, all aimed

at fostering cooperation, interoperability, and bolstering the defence

capabilities of both nations.

In the mid-1990s, both countries signed a status-of-forces agreement

(SOFA), which established the rights and privileges for US military personnel

operating in Sri Lanka. Additionally, in 2007, an acquisition-and-cross-

servicing agreement (ACSA) was signed, enabling the provision of non-lethal

logistics support, supplies, and refueling services between the two sides during

peacekeeping missions, humanitarian operations, and joint exercises.
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Following the unseating of President Rajapaksa in 2015, Sri Lanka

warmly welcomed US naval visits after a five-year hiatus. Since 2016, over a

dozen US Navy ships have been hosted in Sri Lanka. In a notable occurrence

in 2017, the USS Nimitz, a US aircraft carrier, visited Sri Lanka for the first

time in over three decades, offering Sri Lankan officials an opportunity to

tour the carrier.

Since late 2018, Sri Lanka has served as a new logistics hub for the US

Navy in the Indian Ocean, allowing the US Navy to utilize Sri Lankan ports

and facilities for refueling, resupply, and repairs, thereby enhancing their

operational capabilities in the region.

Furthermore, the US has been granted access to the Chinese-built

Hambantota airport, despite concerns about China’s influence. This decision

highlights the growing defence cooperation between Sri Lanka and the US.

Military cooperation between the two countries has expanded beyond

port visits. In 2017, Sri Lanka participated in the Pacific Partnership mission,

a multinational humanitarian assistance and disaster relief preparedness

mission. That same year, Sri Lanka engaged in the Cooperation Afloat

Readiness and Training (CARAT) exercise with the US Indo-Pacific

Command (USINDOPACOM). In 2018, Sri Lanka participated in the US-

led Rim of the Pacific exercises, observing from Australian vessels.

Under the Trump Administration, Sri Lanka received financial support

for its coastal maritime radar system through the Bay of Bengal Initiative.

The Asia Reassurance Initiative Act of 2018 also emphasized the importance

of expanding cooperation with democratic partners in South Asia, including

Sri Lanka.

In 2019, the US transferred a second Hamilton-class coast guard cutter

to Sri Lanka, thereby enhancing Sri Lanka’s naval capabilities. Additionally,

Sri Lanka regularly sends military officers for training in the US, and the air

forces of both countries have initiated talks to foster cooperation.

The US is extensively involved in providing civilian aid and fostering

capacity-building programmes in Sri Lanka. The US sponsors multimillion-

dollar initiatives to clear landmines in Sri Lanka, contributing to the removal

of these dangerous hazards and the restoration of affected areas. US hospital
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ships frequently visit the northern and central regions of Sri Lanka, providing

crucial disaster relief and medical care.

In 2018, Sri Lanka negotiated an almost $500 million agreement with

the MCC to upgrade road infrastructure and support other initiatives.

Although the MCC compact was delayed during a political crisis, efforts are

underway to finalize the deal.

Numerous US companies are actively engaged in various sectors of Sri

Lanka’s economy. US private equity firms have invested in local banking

and healthcare. US-based investors, including major institutions like JP

Morgan and Citibank, hold nearly half of Sri Lanka’s sovereign bonds.

Gotabaya and the Economic Crisis

Sri Lanka’s foreign policy once again tilted in favour of China when Gotabaya

Rajapaksa became president. However, during his regime, Sri Lanka faced

an economic crisis stemming from flawed government policies, the COVID-

19 pandemic, and the Russia-Ukraine war. The situation was further

aggravated by the Easter terror attack. The pandemic significantly affected

key sources of foreign exchange, including tourism, rubber and ready-made

garment exports, and remittances, leading to a shortage in foreign exchange

reserves. Consequently, the country defaulted on its international loan

repayments.

Amidst Sri Lanka’s financial stress during the COVID-19 pandemic,

China provided additional loans and support to the country.32 China

extended a currency swap to assist Sri Lanka in purchasing goods and also

donated vaccines to combat the pandemic.

As the economic crisis deepened, Sri Lanka hoped for debt relief from

China, considering the favourable decisions it had made in the past benefiting

Chinese interests. However, there was a fundamental misinterpretation of

China’s policy. China did not grant debt relief to any country under the BRI

to avoid establishing a precedent for other borrowing countries.

This misplaced hope prevented Sri Lanka from seeking debt restructuring

from other creditors. Approaching other financial institutions such as the

IMF, ADB, and World Bank could have unlocked financial assistance. Sri

Lanka’s initial reluctance to approach the IMF, due to concerns about China,
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exacerbated its economic crisis as it was unable to access assistance from

alternative sources.

The profound economic crisis in Sri Lanka compelled Gotabaya

Rajapaksa to step down from his position. He was succeeded by Ranil

Wickremesinghe. In response to the changed circumstances and the economic

crisis, Sri Lanka now aims to engage with all major powers to overcome its

challenges and foster development in the country. Sri Lanka has joined China’s

BRI and related institutions like the Asian Infrastructure Investment Bank

(AIIB) to secure financing for large-scale infrastructure projects. Additionally,

Sri Lanka aims to benefit from a $480 million grant provided by the US

MCC to stimulate economic growth and infrastructure development. The

US has also enacted the Better Utilization of Investments Leading to

Development (BUILD) Act, which establishes the US International

Development Finance Corporation and doubles the US development finance

capacity to $60 billion. Sri Lanka has also decided to expedite projects agreed

upon with India, further demonstrating its commitment to engaging with

major powers for economic recovery and development.

India’s Assistance to Mitigate Sri Lanka’s Economic Crisis

Amidst Sri Lanka’s severe economic downturn, the nation turned to its

neighbour, India, for critical support. India in line with its ‘neighbourhood

first’ policy swiftly responded, offering substantial assistance totaling nearly

$4 billion.33 This aid encompassed various initiatives, including the delivery

of 100 tons of nano fertilizers to address immediate agricultural needs.

Furthermore, India extended significant financial assistance to help Sri

Lanka overcome its foreign exchange and debt crises. Measures included

providing a SAARC currency swap facility of $400 million and deferring a

payment of $515.2 million to the Asian Clearing Union by two months.

Additionally, India offered a short-term loan of $500 million to facilitate

the purchase of essential petroleum products, while a $1 billion credit facility

was arranged through an agreement with the State Bank of India to procure

vital commodities.

India’s assistance also partly served its strategic objectives in the region.

By jointly developing the Trincomalee Oil Tank Farm, both countries

enhanced security interests in the Bay of Bengal.34 Moreover, India’s
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persuasion led to the cancellation of a renewable energy project, valued at

$12 million, which mitigated potential Chinese encroachment near Tamil

Nadu.35

The economic crisis prompted discussions between Sri Lanka and India

to deepen economic ties. Both nations are considering upgrading the Indo-

Lanka Free Trade Agreement and liberalizing trade norms to foster a

comprehensive economic and technological partnership.36 Sri Lanka sees

this as a pivotal step towards economic stability, which could further enhance

national security and political relations.

Projects delayed on the Sri Lankan side are now being expedited,

including the establishment of a power grid connection through undersea

cables. This infrastructure could alleviate Sri Lanka’s power shortage by

facilitating electricity sharing during off-peak hours. Discussions also revolve

around leveraging renewable energy sources, such as establishing a solar power

plant in Sampur and harnessing offshore wind energy.

Additionally, Sri Lanka aims to attract Indian higher education

institutions to regions like Jaffna and develop logistics to bolster its role as a

pivotal port for India and Bangladesh. While India’s primary goal is to provide

humanitarian aid, it also advocates for long-term assistance from the IMF to

stabilize Sri Lanka’s economy.37

By extending support to Sri Lanka, India seeks to counterbalance China’s

growing influence in the region, ensuring stability and security in its

neighbourhood.

Geopolitical Tensions Amid Sri Lanka’s Economic Crisis

During Sri Lanka’s dire economic crisis, China’s prioritization of its

geopolitical interests over providing assistance shifted the country’s focus

towards other powers, notably India. While India extended significant aid

during the crisis, its actions, such as convincing Sri Lanka to cancel a renewable

energy project off the coast of Jaffna, strained relations with China, which

perceived its influence as diminishing.38

In a display of influence, China insisted on docking its ship ‘Yuan Wang

5’ at Hambantota, leading to objections from India. India was apprehensive

that the ship would be used for surveillance of its defence installations. This
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incident sparked tensions, with China accusing India of meddling in Sri

Lanka’s affairs, while India condemned China’s pressure tactics.39

Sri Lankan President Wickremesinghe voiced concerns over the

exploitation of the country’s economic crisis by stronger economies to interfere

in internal affairs. He sought support from political parties to thwart external

influences. Wickremesinghe emphasized the non-military nature of the

Hambantota port and expressed concern that the Indian Ocean was becoming

a battleground for the geopolitical rivalries of Pacific powers, which could

potentially lead to conflict in the region. Sri Lanka expressed its lack of

interest in joining any military alliance and emphasized the need for plans

that would ensure the security of the IOR and promote free navigation,

allowing Sri Lanka to become a center of maritime commerce.40

While Wickremesinghe aimed to separate the Indian Ocean from the

Pacific to avoid conflicts associated with the rivalry between major powers,

the emergence of China as a global power with expanding economic and

strategic interests has made it almost impossible to completely separate the

two regions. China is actively seeking bases in the IOR to protect its economic

and strategic interests. China insisted on docking the ‘Yuan Wang 5’ ship in

an effort to express its dissatisfaction with Sri Lanka seeking assistance from

other countries. China’s intention was to provide more debt to Sri Lanka,

knowing that the country would struggle to repay it, which would have

allowed China to acquire additional assets such as the Hambantota port.41

However, this strategy was hindered by the help received from other sources,

especially India.

China later showed reluctance to engage in debt restructuring, which

prolonged Sri Lanka’s economic crisis. Despite offers from countries like

India and Japan for debt relief, China’s slow response raised concerns among

Western nations. They urged China to cooperate with international efforts

to resolve Sri Lanka’s debt crisis.42

Sri Lanka’s Strategic Vision for the Indo-Pacific Region

Sri Lanka is ambitiously positioning itself as a pivotal trading and maritime

hub within the Indo-Pacific region. Central to this vision is the recognition

that achieving such status hinges on fostering regional peace and stability,
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especially in safeguarding vital Sea Lines of Communication and strategic

chokepoints. The stability of the Indian Ocean, however, faces multifaceted

challenges ranging from piracy and terrorism to climate change-induced

disruptions and illicit maritime activities.

In navigating these complexities, Sri Lanka has actively pursued bilateral

and multilateral security collaborations with key stakeholders across the Indo-

Pacific. Joint military exercises with India, China, Australia, and the US

underscore Sri Lanka’s commitment to regional security. Additionally,

ongoing military training exchanges with the US highlight Sri Lanka’s efforts

to enhance its defence capabilities.

Despite engagement in various security dialogues, Sri Lanka maintains

a cautious stance towards initiatives like the Quad, questioning their

effectiveness in ensuring regional peace and stability.43 The evolving nature

of the US IPS further complicates Sri Lanka’s strategic calculus, prompting

a nuanced approach towards supporting the concept of a free and open

Indo-Pacific.

Emphasizing adherence to international laws and norms, Sri Lanka

advocates for the promotion of a maritime order that facilitates shared

utilization of global commons. Hosting international conferences, such as

the 2018 gathering in Colombo, Sri Lanka actively contributes to discussions

on enhancing UNCLOS implementation and addressing issues like freedom

of navigation and maritime crime.

Despite its modest role in the broader IPS, Sri Lanka strategically engages

major powers to foster mutually beneficial cooperation. By leveraging

partnerships in areas of common interest, Sri Lanka seeks to realize its

aspirations of becoming an international financial center and a regional

maritime nexus, contributing to the collective prosperity and security of the

Indo-Pacific region.

Navigating Economic Crisis and Great Power Rivalries in the Indo-Pacific

Since 2016, Sri Lanka has embarked on a significant shift in its foreign

policy within the Indo-Pacific region. Under the leadership of President

Maithripala Sirisena and Prime Minister Ranil Wickremesinghe, the coalition

government has actively expanded diplomatic ties with the US and India.
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This strategic move aims to reduce Sri Lanka’s previous heavy reliance on

China, particularly during the presidency of Mahinda Rajapaksa.

Though Sri Lanka tilted once again in favour of China during the rule

of Gotabaya Rajapaksa, the unprecedented economic crisis prompted it to

seek assistance from the IMF due to its inability to secure further loans from

China. While India has offered support, it advocates for Sri Lanka to undergo

an IMF programme to address the crisis. Conversely, China opposes

involvement from other powers or institutions, potentially seeking to exploit

Sri Lanka’s debt woes for strategic gains.

Despite the economic turmoil, Sri Lanka remains a crucial strategic

outpost in the IOR for China, while for India, its stability is paramount.

Although Chinese influence has somewhat diminished, its impact on Sri

Lanka remains substantial. This dynamic underscores the complex

geopolitical landscape in the region.

Recognizing Sri Lanka’s strategic significance, the US has engaged with

the country as part of its broader IPS. This engagement aims to promote a

free, open, and inclusive regional order while also countering China’s

influence. Strengthening economic and military cooperation with Sri Lanka

serves these objectives.

In the past, the Rajapaksas pursued policies that often conflicted with

the interests of India, the US, Sri Lankan minorities, and the nation as a

whole. With their absence from power, both India and the US now have an

opportunity to improve relations with Sri Lanka, potentially reshaping the

regional dynamics.

US-India Collaboration in the Maldives to Counter Chinese
Influence

Maldives is strategically located in the Indian Ocean, adjacent to vital sea

lanes of communication and in close proximity to the US military base of

Diego Garcia. This underscores the importance of cooperation and

information sharing with Maldives for Washington to assess maritime security

threats. Maldives is also situated near India’s Minicoy Island, with a relatively

short distance from mainland India. This makes Maldives important for

India as well.
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The geostrategic importance of the Maldives has increased significantly

with the emergence of China as a major power. This development has fueled

great power competition, particularly in the Indo-Pacific region, which has

become the primary theatre for such rivalry. In response, the US has

implemented its IPS, focusing attention on the Indian Ocean. This has also

elevated the Maldives to a key component of the US IPS.

Over the last decade or so, the Maldives has sought to navigate through

this rivalry to maximize economic advantages without becoming entangled

in great power competition. However, the situation appears to be changing

following the September 2023 presidential elections, which brought pro-

China Mohamed Muizzu to power.

Emerging Maritime Competition in the IOR

In the post-World War II era, the US was the predominant power in the

Indian Ocean. However, this dominance is increasingly challenged by China,

an emerging global power. China aims to safeguard its access to the Malacca

Straits, a crucial route for its trade and energy supply. Additionally, China

seeks to extend President Xi Jinping’s BRI into the IOR, with several regional

countries participating in its Maritime Silk Road programme. The expansion

of China’s trade, commerce, and economy has prompted discussions of

overseas interests. This has led to expansion of China’s core interests which

has also necessitated changes in its naval doctrine.

To protect its expanding core interests, China is attempting a transition

from a continental power to a maritime power. The Chinese defense White

Paper of 2015 signaled a shift from the People’s War doctrine, expressing

China’s desire to emerge as a maritime power.44 Consequently, its naval

doctrine shifted from offshore water defense to open sea protection. China

is now increasingly concerned for chokepoints, particularly the Hormuz and

Malacca Straits.

During the era of US dominance in the IOR, Western powers were

mindful of Indian sensitivities. This was evident during the attempted coup

against President Maumoon Abdul Gayoom of the Maldives in 1988. India’s

South Asian neighbours also generally refrained from providing military

bases to extra-regional powers. However, this situation is likely to change
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with China’s emergence as a major global power. Chinese diplomacy has

successfully courted South Asian countries, demonstrated by its acquisition

of the Hambantota port on a 99-year lease.45 Additionally, China has

constructed a submarine base in Bangladesh for the Bangladeshi navy, raising

concerns about potential military use. The Chinese-built Gwadar port in

Pakistan and their interest in establishing a naval base in the Maldives further

exemplify China’s expanding influence.46

As an aspiring global power, China is hesitant to rely solely on US power

to secure the Indian Ocean sea lanes. Instead, it seeks a new model of military

relationship with the US that aligns with the major power relationship

between the two countries. Accordingly, China has significantly increased

its naval power, incorporating submarines and aircraft carriers, and seeks

multiple access points through overseas military and naval bases. This move

aims to monitor Indian and US naval activities, potentially challenging India

and US military power and containing India.

China’s aspirations to project power in the Indian Ocean not only expand

its strategic depth in India’s backyard but also pose a challenge to India. This

has added a new maritime dimension to the India-China rivalry, with both

countries vying for greater influence in the Maldives. The entry of China

has dramatically altered the geostrategic situation in the Indian Ocean,

potentially leading to instability and conflict. China aims to establish a China-

centric world order and is not interested in any cooperative security

arrangements. This is reflected in its expansionist agenda and efforts to create

its own institutions.47

The rise of China has created a convergence of interest between India

and the US. Together they hope to contain China and maintain regional

stability. The US IPS, advocating for a ‘Free and Open Indo-Pacific,’ identifies

China as a key threat to regional stability.

Chinese Influence in the Maldives

The influence of China is continuously increasing in Maldives with the

introduction of a multi-party democracy, which brought internal power

struggles in its wake. Maldives’ initial foreign policy was to elicit development

support from all sides while retaining its independence of actions. However,
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this policy began to change in 2008 when multi-party democracy was

introduced. Now, China has emerged as a major player in the region and

within the Maldives.

Mohamed Nasheed was the first president to come to power after the

introduction of multi-party democracy in 2008. But he could not complete

his tenure and was removed in a coup in February 2012. Nasheed, while in

power, claimed that he was pursuing an ‘India first’ policy. By this, he wanted

to convey to India that after taking care of Maldivian interests, he would be

mindful of Indian interests. He also claimed that his government would

never do anything that would compromise the security environment in the

IOR or jeopardize Indian security interests.

However, later it was revealed that some members of his cabinet were

close to China. The credit for bringing China into the Maldives goes to

Nasheed. It was Nasheed who allowed the Chinese to open their embassy in

Malé in 2011. He also opened the doors to Chinese economic presence in

the Maldives, despite Indian reservations.48 In 2016, Nasheed, as an

opposition party leader, redefined his India first policy, which means, ‘not

to have defense exercises with other countries, not to conduct our domestic

policy in a way that creates fear in India, not to give a base to the Chinese, or

indeed anyone to create strategic infrastructure, like deep-water ports and

airports.’49 This meant that a Maldivian government under him would

prioritize Indian interests. It also meant that the Maldives would not do

anything which could jeopardize Indian security interests.

The political crisis of 2012 in which Nasheed was removed from power

created a fluid political situation and brought Mohammed Waheed Hassan

to power who turned out to be anti-India.50 The rapidly changing political

situation in the Maldives also caused problems in India-Maldives relations.

A pro-China tilt was seen in the Maldivian foreign policy under Waheed

and his successor Abdulla Yameen.51 Waheed canceled the contract of GMR,

an Indian company ab initio immediately after taking over and it was widely

believed that the Chinese were behind it. It also made India-Maldives bilateral

relations frosty, leading to a downturn in defence cooperation. Waheed went

on to sign a defence cooperation agreement with China. He and his Minister

of Defense and National Security, Colonel (Retired) Mohamed Nazim, visited
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China. During this visit, he signed three agreements with China and

appreciated its policy of non-interference in their internal affairs ‘unlike other

influential countries’.52

Interestingly, even when pro-China Yameen was in power, he claimed to

be following an ‘India first policy’ though all his policy decisions were against

India. He took many steps in China’s favour.53 He made Maldives part of

the BRI and a member of the AIIB. He signed a free trade agreement with

China. He also enacted legislation that allowed foreign powers to buy land

in the Maldives. This was meant to facilitate the Chinese buying of islands

in the Maldives.54 He engaged the Chinese in massive infrastructure

development in the Maldives. Chinese have built the Friendship Bridge (the

Sinamalé Bridge) that connects the capital Malé with the islands of Hulhulé

and Hulhumalé in the Maldives.

During his regime, sovereign guarantees were given for private projects.

According to the Chinese, the total loan given to the Maldives is $1.4 billion.55

But this is only a government-to-government loan. The loan amount becomes

3.5 billion dollars when private loans and sovereign guarantees are also

factored in. This loan becomes a burden as the Maldivian GDP is only

about 5 billion dollars.56

Yameen made several attempts to sabotage democracy and stick to power

with Chinese help. He even declared an emergency. Washington took a

negative view of the Yameen administration. It expressed its concern over

democratic backsliding.57 The US also threatened to impose sanctions on

Maldives if Yameen interfered with the democratic process or obstructed the

peaceful transfer of power.

Beijing made deep inroads in Maldivian politics during the regime of

Abdulla Yameen. Maldives grew more reliant on Chinese companies to

finance key projects. To gain access to the Maldives, China is trying not only

its debt-trap diplomacy, which was successful with Sri Lanka but also the

fractious internal politics of the Maldives. It nearly succeeded with its game

plan when President Yameen was in power. Though Yameen is now not in

power, the debt taken by him, it is feared, might force the Maldives to cede

important strategic space to China. China is indulging in this kind of strategy

in other countries of the IOR.
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The presidential elections held in 2018 brought Maldivian Democratic

Party (MDP) candidate Mohamed Solih to power. Both India and the US

quickly welcomed Mohamed Solih’s government. MDP did well even in the

parliamentary elections, and former president Nasheed now became the

speaker of the parliament. The Solih government was India-friendly and the

‘India first’ policy followed by Solih appeared sincerer.58 MDP was chastened

by what it went through after the coup in 2012. India was given greater

space and a number of projects were started by the Indians. The Solih

government canceled the project signed by the Yameen government to develop

a ‘Joint Ocean Observation Station’ on its westernmost island of

Makunudhoo.59

Yameen’s removal from power was, however, only a temporary setback

to Chinese interests. China remained a powerful player in the Maldives.

President Solih reviewed Yameen’s trade deals with China. He declined to

ratify Yameen’s FTA with China. Yet, he has cooperated with the Chinese on

a range of projects. The Chinese are building housing units in Hulumale.

They are also building an airport in Hulhule. No Maldivian administration

will risk losing China’s foreign investment and economic partnership. Chinese

tourists have contributed to the growth of the Maldivian tourism industry.

The pro-India alignment witnessed during the Solih government has

now considerably changed with the coming to power of Mohamed Muizzu

after the September 2023 presidential elections. Mohamed Muizzu and

Yameen had started an ‘India out’ campaign.60 They claimed that the Solih

government had allowed Indian military presence in the Maldives. Though

this claim was refuted by the Chief of Defence Forces Major General Abdulla

Shamaal, the protestors indulged in violence against Indian symbols. There

was a fire in the State Bank of India. These protests were organized with the

aim to create nationalistic feelings in the Maldives. In this effort, Muizzu

and Yameen were successful, and riding on this wave, Muizzu has come to

power. Though after assuming charge as president he has discontinued his

partnership with Yameen, his anti-India approach continues. He is strongly

pro-China. He has signed a defence agreement with China. Both countries

have also upgraded their relationship.

India aims to uphold its traditional geopolitical sphere of influence in
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South Asia. Recognizing the constraints faced by the Maldives, India seeks

to assume the role of primary security provider in the region. To achieve this

objective, India has forged a close defence partnership with the Maldives.

Concurrently, the US has begun to prioritize the Indian Ocean within its

IPS. Both India and the US think that it is in their mutual interest to prevent

the Maldives from falling under Chinese influence. However, under the

regime of pro-China Mohamed Muizzu India’s relationship with Maldives

appears to be under stress.

India-Maldives Defence Partnership to Safeguard Regional Security

The maritime region adjacent to India holds significant implications for

Indian security. It’s unsurprising that India endeavours to establish itself as a

primary security provider in the area. Consequently, to bolster security in

the Maldives and its surrounding environs, India and the Maldives maintain

a robust defence and security cooperation. This partnership endured even

after the advent of a multi-party democracy in 2008, during which the UK

and the US emerged as major diplomatic partners for the Maldives, while

India retained its role as the principal security ally.

India actively engages in training Maldivian forces and conducts joint

combat exercises, thereby enhancing maritime surveillance capabilities.

Additionally, India provides military equipment to support the Maldives’

defence needs. The joint training exercise, called ‘Dosti,’ commenced in

1991 and was later joined by Sri Lanka in 2012, aiming to foster cooperation

among the Coast Guards of the Maldives, India, and Sri Lanka.

Both nations inked a defence cooperation agreement in August 2009,

signifying a commitment to joint surveillance and patrolling activities in the

Indian Ocean by the Indian Navy and the Maldives National Defence Force

(MNDF). India further pledged assistance by providing a Dhruv helicopter

and aiding in the establishment of a 25-bed military hospital in the Maldives.

Despite some domestic opposition fearing encroachment on Maldivian

sovereignty, the cooperation continued to advance. The annual bilateral joint

Military Training Exercise, ‘EKUVERIN,’ initiated in October 2009, further

strengthens military cooperation and interoperability between the two

countries’ defence forces.
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The power transition following Mohamed Nasheed’s departure in

February 2012 led to an internal struggle in the Maldives and a cooling of

bilateral relations. Nonetheless, during Waheed’s tenure, the ‘SENAHIYA’

military hospital was inaugurated in Male with Indian assistance in September

2012.61 Subsequently, Abdulla Yameen’s alignment with China raised

concerns, but India’s provision of two ALH Dhruv helicopters in December

2013 demonstrated continued support.62 Despite reservations about Yameen’s

proximity to China, an ‘Indo-Maldivian Action Plan for Defence’ was signed

in New Delhi in July 2018, reaffirming India’s commitment to regional

security.63

Presently, India is expanding its coastal radar stations and recently donated

a Dornier aircraft to the Maldives. Amidst the COVID-19 pandemic, India

dispatched a 14-member Army medical team to set up a COVID-testing

laboratory, underlining the importance of security cooperation to the

Maldives, particularly for its tourism industry. India continues to assist by

patrolling Maldivian territorial waters with warships and reconnaissance

aircraft.

However, the incursion of China into the Indian Ocean poses a significant

threat to maritime security. The Chinese challenge India’s dominance in the

region64 and their influence is exacerbated by the rise of pro-China leaders

like Mohamed Muizzu. Muizzu seems to be obstructing collaboration

between India and the Maldives, which is crucial for safeguarding regional

stability. The expanding influence of China in the Indian Ocean poses a

significant threat to the region, prompting concerted efforts from both New

Delhi and Washington to contain Chinese power through joint action.

The Evolving Relationship Between the US and Maldives

The bilateral relationship between the US and Maldives was established in

1966, shortly after Maldives gained independence from British colonial rule

in 1965.65 Initially, Maldives set up its embassy in Washington, but financial

constraints led to its closure. Despite this setback, efforts to maintain

diplomatic ties continued, culminating in the reopening of the embassy in

2007. However, due to a change in government in 2008, the embassy

shuttered once more.66



US Attempts to Engage Smaller South Asian Nations o 159

In response to the closure, the Maldivian permanent representative to

the United Nations in New York assumed the role of ambassador to the US.

Despite the challenges, diplomatic efforts persisted, leading to the recent

reopening of the embassy, now rebranded as the ‘Embassy of the Republic

of Maldives to the United States of America.’67

Meanwhile, the US Mission to Maldives, currently stationed in Colombo,

Sri Lanka, has been actively engaged in strengthening ties with Maldives.

Notably, during a visit by Mike Pompeo in February 2020, plans were set in

motion to establish a physical embassy in Maldives, signaling a deepening

commitment to bilateral relations.

The Maldives’ relationship with the US experienced fluctuations over

the years, largely influenced by the policies and behaviour of the Maldivian

government. Between 2013 and 2018, the Maldives’ geopolitical significance

grew as it strengthened its ties with China. This also made Maldives a strategic

battleground for China, India, and the US in the Indo-Pacific region.

In 2018, tensions escalated between the US and the Maldives when the

Maldivian government’s foreign policy alienated international bodies such

as the Commonwealth, the EU, and key allies like Qatar and India. In

response, the US threatened sanctions, citing concerns over democracy, the

rule of law, and electoral processes. This period saw bilateral relations

deteriorate, with accusations of US collusion with Maldivian opposition by

state-sponsored media outlets. However, the US dismissed these claims as

misinformation.

Gradually, the Maldives-US relationship saw significant improvement,

potentially influenced by the Maldives’ rekindled ties with India, a key US

ally. This warming of relations culminated in the signing of the ‘Framework

for US Department of Defense-Maldives Ministry of Defence and Security

Relations’ in September 2022.

US-Maldives Defence Pact to Enhance Indo-Pacific Security

In pursuit of a free and open Indo-Pacific, the US and Maldives solidified

their commitment by signing a defence pact on 10 September 2020, in

Philadelphia. Termed the ‘Framework for US Department of Defense –

Maldives Ministry of Defence, Defense and Security Relationship,’ the pact



160 o Strategic Rebalancing: China and US Engagement with South Asia

is a significant step towards enhancing regional peace and security in the

Indian Ocean.

Representing Maldives, Defence Minister Mariya Didi signed the

agreement, while Reed Werner, Deputy Assistant Secretary of Defense for

South Asia at the US Defense Department, signed on behalf of the US. This

pact aims to deepen cooperation between the two nations, establishing an

institutional mechanism for bilateral defence and security dialogue.

Under the agreement, both countries will engage in high-level military-

to-military discussions and collaborate on various initiatives, including

maritime domain awareness, disaster response, and humanitarian relief

operations.

Maldivian Defence Minister Mariya Didi emphasized that the framework

aligns with the mutual interests of both nations and will significantly enhance

their partnership.68 She expressed optimism that the pact would bolster

Maldives’ defenses against threats such as piracy, violent extremism, terrorism,

and illicit trafficking. Many considered the US-Maldives defence pact a crucial

milestone in advancing regional security objectives and safeguarding the Indo-

Pacific region.

Historically, India has harboured apprehensions regarding the presence

of external powers in the IOR, particularly in close proximity to South Asia.

However, the US-Maldives Defence Pact signifies a departure from this

approach. Rather than discouraging Maldives from signing the pact, some

believe that India has endorsed it. The pact is perceived as complementary

to and aligned with India’s interests. India itself advocates countering violent

extremism, providing humanitarian assistance and disaster response (HADR),

and supporting a rules-based order in the region, all of which are objectives

of the pact.69

Furthermore, India and the Maldives share a special relationship. India

has maintained exclusive naval presence in the Indian Ocean surrounding

the Maldives archipelago for decades, conducting joint Exclusive Economic

Zone (EEZ) surveillance patrols with Maldives, Seychelles, and Mauritius.

India appears confident that the pact with the U.S. will not undermine its

position in the islands. The pact aims to enhance engagement and cooperation

in promoting peace and security in the Indian Ocean, which aligns with

India’s broader interests and regional stability.70



US Attempts to Engage Smaller South Asian Nations o 161

The Implications of the Pact for Regional Geopolitics

The significance of the US-Maldives Defence Pact goes beyond its bilateral

dimension and has far-reaching implications for regional geopolitics. This

pact signals a growing convergence of Indian and American strategic interests

in the Indian Ocean and Indo-Pacific regions.

India has been wary of the deepening economic ties between China and

the Maldives during Abdulla Yameen’s tenure.71 It was feared that the

Maldives’ increasing indebtedness could lead to the cession of strategic ground

to China. The US-Maldives Defence Pact was expected to allay such fears,

aligning the Maldives more closely with India in the strategic competition

with China for influence in the region.

This pact also signifies a shift in India’s relationship with the US.

Historically opposed to the presence of extra-regional powers in the Indian

Ocean, India had previously hindered the Maldives from signing agreements

like the SOFA with the US. However, the changing dynamics, especially

China’s growing influence in the Maldives from 2015 to 2019, have prompted

India to reassess its stance. India now supports increased US-Maldives defence

cooperation as part of its efforts to safeguard its security interests.

India’s reliance on the US was not deemed necessary as long as Pakistan

remained the primary threat to Indian security. However, the increased

assertiveness of China along India’s northern border and in the IOR has

significantly altered India’s threat perception.

The emergence of China as a major threat, both to India and the US,

has necessitated a closer partnership between the two countries.72 India, once

cautious about provoking China, now sees the need to forge stronger

diplomatic and military ties with the US to counterbalance China’s assertive

behaviour in the region. While India is not formally aligned with the US in

a security alliance, it has gravitated towards closer cooperation due to shared

concerns about Chinese expansionism.

India’s strategic calculus in the Indo-Pacific region has evolved as it seeks

to mitigate China’s growing influence. The US-Maldives defence agreement

is viewed as a tool to counter China’s attempts to expand its presence in the

region. Despite historical skepticism about foreign military presence near its
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borders, India has not reacted negatively to the deal, recognizing the necessity

of collaborative efforts to address common security challenges.

Maldives Approach towards the IPS Remains Uncertain

The Maldives’ stance towards the IPS reflects its complex geopolitical

landscape and evolving priorities. While development remains a consistent

goal for successive Maldivian administrations, their international alignments

have varied. This has impacted regional security dynamics and partnerships.

While it’s been suggested that these alignments were solely driven by

development objectives, the reality is more nuanced. The differing approaches

have led to diverse security partnerships potentially altering the security

landscape of the Indian Ocean, raising concerns about regional stability.

During President Yameen’s tenure, the Maldives deepened its ties with

China between 2013 and 2018, elevating its geopolitical significance. This

drew attention of major powers like China, India and the US, turning the

Maldives into a strategic battleground in the Indo-Pacific. In 2018, tensions

rose when the Maldives’ foreign policy actions prompted threats of sanctions

from the US, leading to a toxic atmosphere in bilateral relations.

Subsequent improvements in the Maldives-US relationship, particularly

under President Mohamed Solih were influenced by renewed ties with India.

This culminated in the signing of a landmark defence pact, the US-Maldives

Defence Framework, in September 2022.

The Maldives’ strategic location, near vital shipping lanes and the US

military base in Diego Garcia, makes it a valuable partner for maritime

security cooperation for the US. The two nations have collaborated on

counter-terrorism and maritime security since 2012, conducting numerous

bilateral exercises in these domains.

Despite this, the Maldives’ growing alignment with China, exemplified

by defence agreements under President Muizzu’s leadership, poses challenges

to its partnership with the US and its adherence to the Indo-Pacific vision.

The country’s economic ties with China, manifested in infrastructure projects

under the BRI, create complexities in its relations with the US and India,

who view China as a rival and a threat in the Indo-Pacific.

India and Maldives have shared defence and strategic interests. This led
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to a robust defence partnership between the two countries. However, the

present President Mohamed Muizzu is trying to unravel this partnership.

India’s support in patrolling the Maldives’ EEZ and countering terrorism

complements the Maldives’ security needs. But now Muizzu wants to do it

on his own by procuring drones from Turkey. It is feared that these drones

could also be used to spy on the Indian navy.

Chinese are involved in illegal fishing in Maldivian waters. Here the

US, under its IPS, can assist the Maldives in combating illegal, unreported,

and unregulated (IUU) fishing activities. But Maldives’s engagement with

China complicates the issue.

While the Maldives has aligned itself with the US Indo-Pacific vision

since 2020, recent defence agreements with China, especially under President

Muizzu’s leadership, cast doubt on its continued commitment. As geopolitical

complexities persist, navigating between competing interests and partnerships

remains a challenge for the Maldives in the Indo-Pacific arena.

US-China Competition Shapes Washington’s Views and Policies
in South Asia and Smaller South Asian Nations

In response to the intensifying US-China competition, Washington has

shifted its focus towards smaller South Asian states, recognizing the strategic

importance of the region. Not only has its attention increased, but it is also

offering increased security assistance and development aid to these nations

as they become key players in the broader Indo-Pacific landscape. The US

aims to counterbalance Chinese influence in the region by engaging in

diplomatic outreach, building alliances, and presenting alternatives to Chinese

investment and development projects. Economic diversification is a key

strategy advocated by the US, aiming to reduce dependency on Chinese

financing and mitigate the risks associated with excessive debt.

Initially, the US viewed China’s projects like the CPEC with cautious

optimism. However, growing concerns about the project’s costs, lack of

transparency, and its impact on Pakistan’s debt burden have led to increased

criticism. China has also managed to increase its economic influence in smaller

South Asian nations, particularly through trade deals and infrastructure

projects. This trend has prompted close monitoring by the US. Despite
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China’s increasing engagement, the US retains its importance in the economic

arena for smaller South Asian countries as it remains a crucial export

destination for Bangladesh and Sri Lanka, ranking second for Nepal and

third for Maldives among these nations.

However, Chinese imports play a significant role in the economies of

these countries, with Bangladesh and Sri Lanka heavily reliant on them, and

Nepal and Maldives also seeing substantial imports from China. China’s

growing influence was also apparent when Maldives signed a free trade

agreement with them in 2017. Yet, concerns have emerged regarding the

potential drawbacks and strategic costs of Chinese financing for development

projects. Sri Lanka’s experience, marked by overwhelming debt and economic

turmoil, serves as a cautionary tale. Similarly, Maldives faces the risk of debt

distress under China’s BRI. While Bangladesh and Nepal face lower risks

compared to Sri Lanka and Maldives, worries persist about the long-term

implications of Chinese loans on regional security dynamics. Recognizing

these concerns, the US is actively encouraging economic diversification in

smaller South Asian nations. India’s Development Partnership aims to assist

these countries in broadening their economic ties and reducing dependency

on any single source of financing. This strategy seeks to mitigate risks

associated with excessive debt and potential geopolitical entanglements.

In essence, while China’s economic presence in smaller South Asian

countries is significant, the US is addressing structural challenges within the

development finance framework. By promoting economic diversification

and offering alternative avenues for development assistance, the US seeks to

ensure the stability and sovereignty of these nations amidst an increasingly

complex geopolitical landscape.

Military relations also play a significant role in the US strategy for South

Asia. The US has intensified security collaboration with South Asian nations

through joint military exercises, defence partnerships, and capacity-building

efforts. This is part of a broader effort to foster a robust regional security

architecture to counterbalance China’s military expansion and assertive

behaviour.

While China’s military relations with smaller South Asian nations remain

relatively limited compared to India and the US, Beijing’s influence is



US Attempts to Engage Smaller South Asian Nations o 165

growing. Beijing’s defence officials occasionally visit these nations, and vessels

from the PLA Navy make port calls for goodwill or refueling purposes.

However, Bangladesh is the only exception in this regard, which has a

significant military relationship with China. The new government in Maldives

under President Muizzu now also seems to be working to unravel India-

Maldives defence partnership. Still, all five nations factor in New Delhi’s

strategic preferences concerning China when formulating their foreign policy

stances. Consequently, none of them participate in regular joint military

exercises with China. Despite China’s arms sales to these countries, the

dominant role exerted by India in South Asia and difficulties in the India-

China relationship have ensured that military ties of these countries with

China remain limited.

The competition between the US and China has prompted increased

consultation and cooperation between the US and India. India recognizes

the importance of balancing China’s power and seeks closer ties with the US

across various domains, including defence and technology. This alignment

of interests between the US and India is crucial for countering China’s

expansionist actions and maintaining stability in the region. The rivalry

between the US and China, along with concerns over Chinese activities in

South Asia, has facilitated greater consultation, coordination, and cooperation

between the US and India in the region. India has become more receptive to

extra-regional involvement if it provides alternatives to China’s initiatives.

This mindset has fostered potential collaboration between the US and India

in responding to agreements such as the US-Maldives defence pact and the

Japan-Maldives coast guard agreement.

The US regards India as a strategic partner and a key contributor to

security in the IOR and beyond. India’s adherence to democratic values, its

strategic aspirations, and its regional influence pose challenges to China’s

attempts to establish a Sino-centric order. As the competition between China

and the US escalates, India finds itself in a pivotal ‘swing state’ position akin

to China’s role during the Cold War. The traditional security concerns of

India, particularly regarding Pakistan and China, have become immediate

concerns for Washington as well. The dynamics in South Asia are evolving

rapidly, with the US-China competition playing a central role in shaping

regional geopolitics.
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CHAPTER 8

Balancing Act in South Asia

The US engagement with South Asia has been shaped by its global priorities

of the day. The region’s significance has always been evaluated based on the

impact it has on other regions and the interests of the US. US interests in

South Asia have shifted over time, from containment of the Soviet Union to

counterbalancing a rising China. After World War II, the US initially viewed

China as part of the communist bloc, which strained their relationship

significantly. However, in the late sixties and early seventies, the US

strategically allied with China to gain an advantage over the Soviet Union

during the Cold War. In this pursuit, Pakistan, its Cold War ally in South

Asia, served as a crucial bridge.

As China emerged as a major global power in the twenty-first century,

the US recalibrated its South Asia policy to address the challenges posed by

China’s rise. The focus shifted towards managing China’s growing influence.

During the Cold War, US policies towards India aimed at curbing its rise,

but this perception changed significantly in light of the new threat posed by

China. India, as the world’s largest democracy and a fast-growing economy,

is now seen as a potential counterbalance to China’s assertiveness.

Consequently, the US is no longer opposed to India’s rise and may even

support it if it helps in handling China’s increasingly assertive behaviour on

the global stage. Presently, South Asia is a strategic tool for the US to maintain

a balance of power in its favour in the broader Indo-Pacific region. The US

seeks to counterbalance China’s growing influence by strategically engaging

with South Asian nations, particularly India, as part of its IPS.
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South Asia: A Crucial Component of the Indo-Pacific Security
Architecture

South Asia occupies a crucial geopolitical position, acting as a gateway

between the Middle East and East Asia, making it strategically significant

for global powers. Recognizing South Asia’s significant geopolitical influence

in shaping regional dynamics and ensuring stability, the US is deeply invested

in the region.

With critical maritime arteries like the Indian Ocean and the Arabian

Sea running through its waters, South Asia plays a central role in global

trade and energy transportation networks. The US aims to safeguarding

these vital maritime routes, protecting its economic interests, and preserving

open sea lanes for all nations.

The stability and security of South Asia directly impact the broader

Indo-Pacific region, influencing the geopolitical balance. Consequently, the

US views South Asia as a linchpin for regional stability, essential for bolstering

the overall security architecture of the Indo-Pacific.

Pakistan as a Lynchpin of US Strategy during the Cold War

Following the departure of the British from South Asia, the US did not

consider South Asia as strategically important. However, the situation changed

as the US recognized the crucial strategic importance of maintaining control

over Gulf oil reserves, wherein Pakistan played a significant role as a

neighbouring nation.

As the Cold War intensified, the US sought allies and friends to counter

the spread of communism and contain the influence of the Soviet Union. In

this context, the US engaged with Pakistan on an intermittent basis. The US

embraced Pakistan as an ally during the Cold War due to its strategic location,

proximity to communist powers, and assumptions that Islam conferred a

natural immunity to communism. India because of its diversity was seen as

fragile by the US policymakers whereas Pakistan was expected to emerge as

a powerful country in South Asia. The US also tried to curb India’s rise as it

did not trust Indian National Congress and its leader Jawaharlal Nehru.

Pakistan’s relationship with the US evolved as it joined two alliances,

CEATO and SENTO. The US also endeavoured to support Pakistan by
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providing arms. American armaments served as both a source of support for

Pakistan and a concern for India, as India had to match them by investing in

its domestic armament industry and procuring from other sources. Pakistan

emerged as a Cold War ally through alliances and military assistance, receiving

substantial support that significantly influenced the regional military balance.

During this period, the US served as an offshore balancer.

Pakistan was however little interested in the Cold War objectives of the

US. It had joined those alliances to get support against India. It also wanted

to achieve parity with its larger and better endowed neighbour. Pakistan’s

alliances with the US and other allied countries during the Cold War provided

economic and military assistance, diplomatic support on the Kashmir issue,

and opportunities for military training and interaction.

Pakistan’s Strategic Partnership with China

The US-Pakistan relationship during the Cold War created a relationship of

dependency. However, there was a subtle change in US–Pakistan relationship

after the 1962 India-China war. After the 1962 war US provided some

military and financial support to India to meet the Chinese challenge.

Moreover, after the 1965 India-Pakistan war US imposed an embargo and

no country was given any military assistance. It was during this period that

Pakistan discovered China as a strategic ally though they never signed any

formal agreement. Pakistan sorted out its border dispute with China and

allied with it against the common enemy India. This was the beginning of

all-weather friendship of Pakistan and China.

Though Pakistan was never wholeheartedly in alliance with the US and

was gradually shifting towards China, this dynamic also benefited US.

Pakistan’s departure from previous alliances facilitated its role as a bridge

between the US and China, hastening the end of the Cold War. The US had

realized that China had its own problems with the Soviet Union and the

communist movement was not a monolithic one. The US, China and Pakistan

formed a balancing alliance against the Soviet Union. This completely

changed the dynamic of the Cold War and was helpful in ending it in favour

of US. Thus, Pakistan’s alliances with the US changed over time. Initially, it

was a bandwagoning alliance to counter India. Subsequently, when China
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joined US and Pakistan this alliance turned into a balancing alliance to

counter Soviet Union.

For some time, Pakistan enjoyed benefits from both US and China. The

near-alliance of Pakistan and China has lasted and only grown stronger

because they share common hostility against India. Pakistan was completely

disillusioned with the US after its loss in 1971 war. This also led to deepening

of China-Pakistan partnership. Though the situation on arms supply front

changed after 1975, Pakistan had already made its move. It had entered into

a strategic partnership with China against India.

Nuclearization of South Asia and Soviet Invasion of
Afghanistan

Following the 1971 war, the relationship between the US and Pakistan lapsed

into a period of dormancy. In the wake of Pakistan’s defeat in the conflict

with India, a strategic shift was initiated. President Zulfikar Ali Bhutto of

Pakistan, in pursuit of regional parity with India, made the pivotal decision

to embark on nuclear weapons development, thereby reversing the nation’s

prior stance against nuclear armament. This initiative was sustained under

subsequent leadership, notably by Zia-ul-Haq. Within a decade, Pakistan

successfully acquired nuclear capabilities, aided by support from China and

tacit acceptance from the US, which chose to overlook Pakistan’s nuclear

ambitions.

The US-Pakistan relationship was revived once again with the Soviet

invasion of Afghanistan in 1979. Pakistan played a vital role in supporting

anti-Soviet operations. It was used to supply weapons to jihadi fighters from

Afghanistan who were considered as the most effective against Soviet forces.

This brought military and financial assistance back to Pakistan. At that time,

the US was too engrossed in its Cold War with the Soviet Union. It ignored

the nuclear programme of Pakistan and American Presidents actually gave

clean chit to Pakistan so that it can get American assistance to continue

operations in Afghanistan to drive out Soviet Union. The US supply however

stopped once Soviet forces left Afghanistan and the US president also stopped

issuing waivers.

After the withdrawal of Soviet forces from Afghanistan in 1989, the US
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shifted its priorities, leading to a reduction in its involvement in the region.

The end of the Cold War and the diminishing threat of communism led to

a decline in US engagement with Pakistan. Pakistan, perennially in search of

a patron deepened its relationship with China. Now both sides describe this

relationship with various metaphors.

Interestingly, after the end of the Cold War US created the Bureau of

South Asian Affairs on 24 August 1992, which has been a part of the Bureau

of Near Eastern and South Asian Affairs since 1958. Now US aimed to

balance its relationships with India and Pakistan, maintaining strong ties

with both countries while addressing their historical conflicts. The US played

a role in facilitating dialogue and negotiations between India and Pakistan,

particularly in relation to the Kashmir dispute. However, achieving a lasting

resolution has proven challenging, and tensions between the two countries

persist. The US now also wanted to prevent both India and Pakistan from

going nuclear. However, by that time things had considerably changed. First

India went nuclear in 1998 and subsequently Pakistan followed suit. It is

widely believed that the Pakistani bomb was based on Chinese design. The

policies aimed at preventing nuclearization of South Asia failed because they

did not take into account regional dynamics.

The nuclear tests conducted by both India and Pakistan in 1998 added

a new imensionn to US engagement, focusing on preventing further

proliferation and moderating the regional arms race, particularly regarding

the contentious Kashmir issue.

As far as China was concerned, it astutely managed its relationship with

the US in the 1990s. Despite massive human rights violations during the

Tiananmen Square protests, American business interests ensured that China

remained the most favored nation. China remained focused on its economic

development and did not attempt to challenge US hegemony.

De-hyphenation of India and Pakistan

Following the 11 September 2001 attacks, the US found itself compelled to

once again engage with Pakistan. The Bush administration, recognizing

Pakistan’s strategic importance in the global war on terror, designated Pakistan

a major non-NATO ally and positioned it as a frontline state in this conflict.
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Consequently, military aid to Pakistan resumed. However, a notable shift

was observed in this phase. While the US sought Pakistan’s assistance in

combating terrorism, it concurrently pursued a constructive relationship with

India, signifying a departure from past approaches. This shift had started

during President Clinton’s visit to South Asia in 2000. Under the Bush

administration, there was a distinct de-hyphenation of India and Pakistan,

with each country being assessed on its individual merits. This period

coincided with the rapid rise of China, which emerged as a significant concern

for the US. Pakistan’s role in the war on terror was viewed as beneficial,

while democratic India was increasingly seen as a potential counterbalance

to China. As a result, the partnership between India and the US continued

to strengthen, although notable differences persisted.

The Irregular Nature of the US-Pakistan Alliance

The irregular nature of the US-Pakistan alliance reveals that the US lacked a

permanent strategic interest in the region, utilizing Pakistan opportunistically

as needed. Pakistan, in turn, accepted a subordinate role in the alliance,

seeing it as a means to achieve parity with India, a larger and more powerful

neighbour. Pakistanis also believed that the alliance with US helped them to

negotiate issues with India appropriately.

However, Pakistan also bore the consequences of this alliance. The

military assumed a central role in Pakistani politics and society, portraying

itself as the nation’s guardian and garnering a significant share of resources.

Both domestic and external actors leveraged jihadist groups, hindering the

growth of liberal forces within Pakistan. The suppression of democracy went

largely unaddressed by external powers like the US, contributing to the

underdevelopment of democratic institutions in Pakistan.

The presence of jihadist elements fueled radicalization within Pakistani

society, leading to social, political, and economic setbacks. Pakistan’s economy

remained turbulent, perpetuating its reliance on seeking patronage from

external actors.

Shift in US Perspective on India and Pakistan

The US perspective on India and Pakistan started shifting after the 1965

war. While the US had provided substantial military assistance to Pakistan,
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the war showed India’s military capabilities and resilience, leading to a

reevaluation of its potential as a regional power. Now it was clear that even

with a huge external assistance Pakistan can’t be a major regional power. The

Indian army had shown its ability to regenerate itself after the debacle of

1962 war and India as a country was showing prowess in science and

technology. This assessment was proven right when India defeated Pakistan

comprehensively in 1971 war. Actually, a section in the US believed in this

even before the 1965 war, but US policymakers did not respond positively

to this as they were not sure of India’s positive response to their overtures.

India’s image further improved after the 1990 economic liberalization

when the country started making steady progress. India’s software power

was also displayed to the world. Indian Diaspora in US and Europe influenced

policymakers in favour of India. This positive perception of India was seen

during the subsequent visit of American presidents to the Indian

subcontinent.

Rise of Assertive China

The turn of the century has witnessed the rise of China, and soon it was

realized that the rise of China is not going to be as peaceful as was expected.

Growing in economic and military prowess, China has shifted its strategy

from ‘hide and bide’ to ‘seize and lead.’ The assertive behaviour of China

emerged following the 2008 Asian financial crisis when it concluded that

the US was in decline, prompting it to adopt a more assertive policy.

As China’s economy expanded, so did its core interests. In order to protect

these expanding interests, China’s military doctrine began to evolve. China

now seeks to project power, aiming to transform its navy from a coastal

protection force to a Blue Water Navy. Chinese authorities have made

expansive claims in the South China Sea and are particularly concerned

about two chokepoints in the Indian Ocean, crucial for their energy supply

from Gulf countries. Additionally, important communication routes pass

through the Indian Ocean. These developments have led to tensions with

India as both countries vie for influence in the region. India considers areas

near its borders as its sphere of influence, essential for safeguarding its security.

China’s efforts to increase its influence in the IOR, especially in countries

close to India’s borders, are therefore a cause for concern. Currently, India
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and China are embroiled in a standoff in Eastern Ladakh, adding to existing

tensions along their disputed Himalayan border.

China’s assertiveness is particularly pronounced in the South China Sea,

where it has laid expansive claims through its nine-dash line. It has also

disregarded international rulings on disputes with the Philippines in the

region. China’s construction of artificial islands aims to solidify its control

in the area, with militarization being a significant aspect of this endeavour.

These activities have raised concerns regarding freedom of navigation, which

could impact global trade. The South China Sea holds vital resources and is

of strategic importance to economic powers such as South Korea and Japan.

However, both nations tread cautiously in addressing China’s assertive actions

due to their economic dependencies on China.

Power Shift in the Indo-Pacific

A significant power shift occurred in the Indo-Pacific region during the

Obama administration, marked by China’s construction and militarization

of artificial islands. Despite China’s actions raising concerns among many

countries about its expansive claims, the response from the US was perceived

as lacking. The Obama administration’s failure to prevent China from

building islands and disregard for international rulings indicated a lack of

effective counterbalance to China’s growing influence.

Criticism mounted against the Obama administration for its perceived

passive stance towards China’s assertive actions in the South China Sea. China’s

unchecked expansion efforts caused tensions among Southeast Asian

neighbors and highlighted the diminishing US leadership in the region. Even

legal efforts by the Philippines against China’s actions were rebuffed,

underscoring the limitations of US influence.

The economic ties of Southeast Asian nations with China, coupled with

China’s increasing military strength, complicated the situation. The Obama

administration navigated cautiously, balancing regional security concerns

with economic realities. However, this approach was criticized for allowing

China to expand its territorial claims without facing significant consequences.

Amidst these developments, the Obama administration sought to

strengthen ties with India, recognizing its growing importance in the region.



180 o Strategic Rebalancing: China and US Engagement with South Asia

The de-linking of India and Pakistan continued, acknowledging India as a

key partner in managing regional power dynamics. Meanwhile, US-Pakistan

relations soured due to Pakistan’s ambiguous stance on terrorism, further

strained by incidents like the killing of Osama bin Laden.

Initially, the Obama administration entertained the idea of a ‘Group of

Two’ (G-2) partnership with China, but this proposal lost momentum over

time. Modi’s visit to Washington marked a significant milestone as both

sides issued a joint statement, aligning against China and highlighting India’s

growing global importance. Reports even suggested discussions on joint

regional patrols, indicating a potential shift in regional cooperation dynamics.

US Initiative to Restore Leadership through the IPS

During the Trump administration, US-India relations experienced significant

growth, marked by increased defense cooperation, joint military exercises,

and expanding economic ties. Despite the transactional nature of Trump’s

foreign policy, India emerged as the US’s largest trading partner in South

Asia, fostering a mutually beneficial relationship.

China’s expanding presence in South Asia, particularly through initiatives

like the CPEC, raised concerns for both India and the US. India, while

cautious in its approach to China, expressed apprehensions about its growing

military presence and political interference in neighbouring countries.

The revival of the Quad—a strategic grouping involving the US, India,

Japan, and Australia—under the Trump administration demonstrated the

growing alignment of interests in the Indo-Pacific region. This grouping,

though not explicitly anti-China, aimed to address shared concerns about

China’s assertive behavior.

However, US-Pakistan relations deteriorated during this time, with

Trump implementing a stricter policy towards Pakistan, including cutting

aid and showing reluctance to assist with Pakistan’s growing indebtedness

due to the CPEC. Despite this, the US remained engaged with Pakistan,

leveraging its influence to encourage cooperation in Afghanistan and counter-

terrorism efforts.

Pakistan, in need of regular IMF bailouts, found itself in a delicate

position, hesitant to solely rely on China. The US, serving as Pakistan’s
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primary export market and a key source of foreign remittances and

investment, retained considerable influence over the country’s economic

stability.1

In contrast, the US provided both moral and military support to India

as a means to confront Chinese aggression. This marked a notable departure

from the Obama administration’s more reserved stance during similar crises.

Under the Biden administration, the US has further evolved its IPS,

seeking to restore American leadership and foster a region that is open,

connected, prosperous, resilient, and secure. Strengthening alliances,

supporting India’s rise, and enhancing the capabilities of the Quad are

important elements of this strategy.

Quad largely remains a platform to discuss cooperation among the four

members. Though the implicit objective of the grouping is to manage the

rise of China and gain a favourable balance of power in the Indo-Pacific it

has avoided getting branded as an anti-China platform. Challenges and

divergences exist within the Quad, with India’s non-ally status and varying

approaches to the Indo-Pacific and China raising concerns. However, the

shared concern over China’s assertiveness continues to drive incremental

progress within the grouping.

Another pivotal component of the US IPS is the AUKUS Pact, which

comprises the US, Australia, and the United Kingdom. Originating from

Australia’s request to the US for nuclear submarine technology transfer, the

alliance underscores a strategic recognition by the US that potential conflicts

with China would likely occur in the maritime domain. With a focus on

maintaining maritime military superiority, AUKUS members aim to bolster

their capabilities, particularly through the deployment of nuclear submarines

armed with missiles. Nuclear submarines armed with missiles, strategically

positioned east of the Philippines, could facilitate potential offensive actions

against mainland China. This will also serve the US objective of sharpening

its ‘military edge’ to maintain its status as the most powerful military in the

region and the preferred security partner.2

Moreover, the US is also trying to reassert influence over Pacific Island

nations, where China has made significant inroads. This effort constitutes

the third element of the IPS.
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Rise of Assertive China Prompts a Shift in US Policy in South
Asia

The emergence of China as an assertive power has led to a shift in US policy

in South Asia. The US views China’s strategic partnership with Pakistan, its

presence in the IOR, and its BRI as challenges to its interests.

India as a Key Partner

To counter China, the US has forged partnerships with countries in South

Asia, particularly India. The US views India as a key partner in its IPS to

balance China and maintain stability in the region. The US perspective on

India has shifted significantly. India has effectively managed its democracy

and is experiencing rapid economic growth. Interestingly, the US never

considered India a strategic rival, even during its alliance with Pakistan in

the Cold War. Instead, it was China that perceived India as a tool of the

West and valued Pakistan for distancing itself from Western alliances.

During the Cold War, US policies towards India aimed at limiting its

rise. However, this perception changed markedly in response to the new

threat posed by China. As the world’s largest democracy, India is now seen

as a potential counterbalance to China’s assertiveness. Consequently, the US

no longer opposes India’s rise and may even support it if it helps manage

China’s increasingly assertive behavior on the global stage.

The US has lifted sanctions on India, signed defense and nuclear

cooperation agreements, and enhanced military, economic, and technological

cooperation with the country. Although Pakistan has not been completely

sidelined, its importance has significantly diminished. Pakistan is not trusted

after attempting to deal with both sides in the War against terror.

As China expands its influence in South Asia and the IOR, India is

uneasy about Chinese intentions. India sees itself as a net security provider

in the IOR, but the growing Chinese presence diminishes its position. During

the administrations of President Bush and President Obama, there was an

understanding in the US that India’s rise was in its interest. Despite the

unpredictability of US foreign policy under President Trump, the relationship

between India and the US improved, and India gained access to important

defense technologies that were previously denied. Even the Biden

administration seeks to strengthen India’s leadership in the region.
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The US has not completely abandoned Pakistan, but its importance has

diminished. Moreover, Pakistan’s close alliance with China is viewed with

suspicion. The US now regards the CPEC with skepticism.

Attempts to Engage Smaller South Asian Nations

The US is now also focusing on the smaller South Asian nations. These

nations initially drew US attention following the 11 September 2001 incident.

At that time, the focus was more on their internal conflicts. The US

encouraged them to resolve those conflicts to bring stability to the South

Asian region.

The rise of assertive China and its inroads into Pakistan and other smaller

South Asian nations have prompted the US to deepen its relationship with

these countries. The US has now adopted a comprehensive approach towards

most of these countries.

The US actively engages in diplomatic efforts with smaller South Asian

countries to build partnerships, address regional challenges, and promote

shared interests. Bilateral and multilateral dialogues serve as tools for

maintaining diplomatic influence and fostering cooperation.

Economic engagement and partnerships with smaller South Asian

countries contribute to the overall strategic balance. The US supports

economic development initiatives, trade agreements, and investments to

strengthen ties and promote stability. It is trying to provide them financial

help for infrastructure development under its MCC programme. Through

this effort, the US is trying to provide them an alternative to China’s BRI.

The US also provides aid to these countries.

Security cooperation with smaller South Asian nations is a key aspect of

the US strategy to ensure a balance of power in the Indo-Pacific. Military

partnerships, joint exercises, and defence collaborations contribute to

enhancing regional security and deterring potential threats. To enhance its

defence partnership with the Maldives the US has already signed a defence

agreement with it. Its defence collaboration with Sri Lanka has also increased.

The smaller South Asian nations want to take economic benefit from

both the US and China. They also want freedom of navigation. But they

don’t want to side with either China or the US in a military alliance. They
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are also wary of the IPS of the US. They have adopted this strategy because

in the great power competition between the US and China, there is no clear

winner at present. By not siding with anyone, they want to identify themselves

with the winner when the contest settles. This also protects them from the

ire of the US and China in case there is some kind of compromise. Actually,

the Quad, where India is a member, itself has downplayed the security

component, though its objective indicates that it wants to counter China.

The US-China competition for influence in South Asia has also opened

opportunities for smaller South Asian nations. Besides, it has fostered greater

consultation, coordination, and cooperation between the US and India in

the region. Both countries are working together to address Chinese activities

and promote a rules-based order in the Indo-Pacific region. There is also a

change in attitude of India. The assertive China and its rivalry with India

and the US have led to a more receptive stance from India towards extra-

regional involvement in South Asia.

China’s Response

China is keenly aware that the US withdrawal from Afghanistan has led to a

notable shift in American priorities, transitioning from combating terrorism

to countering China. Consequently, South Asia has assumed a different role

in the Indo-Pacific context, now expected to support US efforts to maintain

a favorable balance of power to manage the rise of an assertive China. India

is anticipated to play a central role in this endeavor. In response, China also

aims to take steps to counter the US, India, Japan, and Australia, all members

of the Quad.

China has been actively engaging with South Asian nations for some

time. As part of its IPS, the US has increased its engagement with South

Asian countries, excluding Pakistan. In response, China intends to enhance

its own involvement with these nations. Should India choose to align itself

with the US to counter China, China is likely to increase its influence with

other regional states to challenge India’s leadership.3 Additionally, China

has implemented economic measures against the US and Australia. It has

hardened its position on the boundary settlement since November 2006.4 It

has also heightened border tensions with India along the disputed Himalayan

border.
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The CPEC is often viewed as a means to strengthen the ‘China-Pakistan

Axis,’ bolstering the security and political dimensions of their relationship.

Consequently, the CPEC could be interpreted as a Chinese response to a

potential third phase of the US rebalance to the Asia-Pacific, coinciding

with the emergence of the Indo-Pacific era.5 Furthermore, it can be seen as

China’s effort to counter India’s growing national capabilities and its increasing

involvement in the South China Sea.

Since 2008, China has sought to establish a naval presence in the Indian

Ocean to combat terrorism, facilitate economic activities, and protect its

strategic interests. China’s heavy reliance on the Malacca Strait for energy

supplies makes it vulnerable to economic coercion during conflicts with

major powers like the US. Consequently, China is focusing on securing

maritime transport routes from the North Arabian Sea to the Malacca Strait

and investing in infrastructure for alternative trade routes. Notably, China

commenced construction of its first overseas quasi-military base in Djibouti

in 2017 and is expanding its marine corps for deployments in the region.

There are also indications that China is considering establishing a naval base

at Gwadar Port in Pakistan.

Challenges and Considerations

The US emphasizes the importance of building strong regional partnerships

in South Asia to collectively address common challenges. This will contribute

to a more robust and cohesive strategy for maintaining a favorable balance

of power. However, US policy in South Asia faces several challenges and

must take into account certain considerations.

South Asia is characterized by diverse geopolitical and cultural

complexities. Balancing various interests in the region poses a challenge. For

Pakistan, balancing India has always been more important than siding with

the US to address its global priorities. As a result, the US cannot expect a

similar response from all South Asian countries in handling the rise of assertive

China in the Indo-Pacific. On the other hand, Pakistan has chosen to partner

with China, given that both countries share a common rivalry with India.

In smaller South Asian countries, foreign policy often changes with the

shift of political regimes. This has been observed in the cases of Bangladesh,
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Sri Lanka, Maldives, and Nepal. The fluid nature of geopolitical alliances in

South Asia requires the US to adapt its strategies to changing dynamics.

Shifts in alliances and partnerships among South Asian nations impact the

effectiveness of US efforts to maintain a balance of power.

Moreover, China, which the US aims to balance, has made deep inroads

in most South Asian countries. It is the largest arms supplier to both Pakistan

and Bangladesh and has a close defence partnership with Sri Lanka.

Additionally, China is attempting to engage Nepal and Maldives in defense

partnerships. It has also made significant economic inroads in these countries

through its BRI. China’s increasing economic and military influence in South

Asia poses challenges to the US strategy of counterbalancing.

India Remains Crucial for Balancing China in the Indo-Pacific

The great power competition between the US and China drives their increased

engagement with South Asian nations. However, the Indo-Pacific is not

perceived by all stakeholders through the lens of great power competition.

Countries respond to the IPS based on their own geopolitical situations.

South Asian nations navigate between US and Chinese influence, seeking

economic benefits without aligning with either power. The evolving nature

of the US IPS further complicates the strategic calculus of South Asian

nations, prompting a nuanced approach towards supporting the concept of

a free and open Indo-Pacific. No South Asian state wants to take sides in the

IPS amidst the great power competition.

Though India is also careful in dealing with China, it is the only country

that has consistently tried to balance China’s influence since 1962. It has

refrained from joining initiatives like the BRI. This makes India-US

partnership in the Indo-Pacific significant for countering China’s rise and

maintaining a free and open region. Though the Quad has not been overtly

security-oriented, both India and the US share common concerns regarding

China. China remains a dominant factor influencing the India-US

relationship. Both countries recognize the importance of countering China’s

rise and maintaining a free and open Indo-Pacific. The evolving dynamics

in the region, coupled with efforts to strengthen cooperation between India,

the US, and other like-minded countries, will continue to shape the future

of this crucial relationship.
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