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Major developments in Central and South Asia 
Why do we not care about India as much as we do about China? There is no question about to whom the media pays more attention.

The first reason, it has long been recognized that China is an important and influential member and plays a central role in world politics. 

A new book discusses a triad of fist powers, The United States, EU and China. The US looks at China very uncertainly. It does not know if China should be treated as a threat or as an opportunity. Ash Carter mentions that Chinese policy is somewhat of a secret and that they do not even know what their own policy is. A lot of time is spent thinking about China and the role it plays. 
Not nearly as much time is spent worrying or talking about India. Why? First, the history between the two states is different. Secondly, India’s rise has only been apparent within the last five to ten years. Economically, India’s is about one-third the size of China’s. That is one trillion GDP US dollars versus just over three trillion GDP in US dollars for China. Its economy is only growing at about 8.5 percent. It wants to move that up to 10 but it is probably going to go down to 7.5 in the next year, due to the global economy. This contrasts against China’s 11.4 percent. China exports about nine times as much as India does; 1.2 trillion per year, versus 140 billion per year in the case of India. Annual military spending for China is about twice what India’s are, about 20 billion versus over 40 billion. Of course, it is important to remember that China is a permanent member of the UN Security Council. India is a “want to be permanent member of the UN Security Council”. That is unlikely to happen any time soon. 

China has a lot more influence in a broader diplomatic foreign policy term. That is why we pay more attention to it. However, this may change. I think that we are going to start reasserting the importance of India on the same kind of level that we talk about China. I talked about India’s economy being much smaller than China’s. This is true, but by purchasing power parity, (PPP) China comes in second and India’s economy is actually, globally, the fourth. These are not small amounts.

Unlike China, India is reaping what is called a demographic dividend. In India over 50% of the population is under the age of 25. That is huge! Taking the aging society in the US, Japan and in much of Europe into consideration, the fact that India’s population is still very, very young will have a huge impact on its ability to build its economy. Its population of 1.1 billion is also going to surpass China’s in 2035, or there about. I spoke about China’s military spending being twice as large as India’s military spending. However, India’s military acquisition, are the largest of any developing world country, including China. Therefore, in terms of building foreign relations what it a country is buying is very important. This is exemplified in the fight between the US, Russia and Israel over India’s military spending.
Finally, India’s soft power is steadily increasing and its influence is growing. It has been building its relationship with the United States and with Japan over the last few years. Again, it has its demographic dividend as well as a democracy dividend. This, China does not have. Therefore, when one considers China and its growth one worries about what is going to happen in the next 10, 15 or 20 years. This makes it a bit difficult for India to get anything done. Nevertheless, it is a stable democracy.

If one considers China’s foreign policy, it is building relationships for short-term benefits. In Africa, Latin America, it is going for the Short-term benefit of gaining control of, in most cases, energy assets. Contrarily, India in Africa is trying to build long-term relationships. Again, in the long-term, India is in a better position. Today we talk about China as this Asian pole. However, increasingly, India is going to start playing the role of one of the Asian poles. It may be competing with China for that position. 
India is important for five reasons. The first reason is strategic, geographic, importance.  China and India balance what is going to happen there. The US cares very deeply about are Iran. India has a long-term relationship with Iran, Pakistan, and more broadly South East Asia. Reason number two is energy and the environment. Today, it is the fifth largest energy consumer in the world.  By 2030, it will be the third largest energy consumer in the world. It is the second fastest growing energy consumer. China is the first. This will mean competition for energy resources. And if any attempts to resolve environmental issues are going to be made, they will need to be done with India.
Third reason is non-proliferation and more broadly, weapons of mass destruction (WMD). Whether or not we acknowledge it, India is, formally, a nuclear weapons power. In addition and despite the fact that it is not part of the Non-Proliferation Treaty (NPT), India has held steadfast, to the rules of the NPT and other non-proliferation treaties, even though it has not been a member of those. It has long argued that it is within its own foreign policy interest as well as national interest, to ensure that the non-proliferation rules are strengthened. It has particularly looked at Pakistan about proliferation. However, concerning the nuclear threat, originally in 1998, when India first tested, it was looking at China. 

The fourth reason is economic. The population of 1.1 billion, rising to 1.3 or 1.4 in the next 20 years, makes India a huge market. Finally, we care about India for democracy reasons and health reasons. 
These are the five reasons India is looked at and cared about: strategic importance, energy and the environment, non-proliferation and WMD, economics, and finally democracy and health (the social side of it). 

Taking a step back for a moment, it is worth considering where India stands today. First, as we all know, it is a stable democracy. It is a multi-ethnic, multi-lingual and multi-religious democracy. It is a stable democracy with, arguably the most messy political situation of any other democracy. Two main parties: Congress and the Bharatiya Janata Party (BJP, Indian People’s Party). However since the early 1990’s they run in coalition. Politics in India often devolves to the lowest common denominator. In the current case, where you have a coalition lead by the congress party their hands have been very much tied on a number of issues, not least of which is the US-India relationship on civil nuclear cooperation by the left parties. They sit outside of Parliament but have incredible power in government. 
This situation is going to get worse rather than better. What is seen in the political system is that regional politics, parties with regional power are increasing in power and fractionalization is happening. Parties are breaking down. Therefore, the coalitions are going to get messier and bigger. It will be more complicated to get anything done. In the current incumbency, the left parties are actually preventing a lot from taking place within the US-India relationship and economic advances. 
The demographic situation is one of a growing young population (54% under the age of 25). There are large well-educated and English speaking populations.  They explain a lot of the outsourcing complained about a lot in the US. It is hitting other countries as well. However, there are huge income, educational and health disparities. The best of India’s best are on par with any western parties. The Indian Institutes of Management (IIMs) and Indian Institutes of Technology (IITs), the best of their colleges are very competitive with American Universities. The best of their health facilities, their hospitals are very much on par, if not better than the best of America’s system. The worst, they do not exist. 
Last week there was an article in the newspaper in which it was written that there are Indian hospitals in urban areas where the doctors are not just misprescribing, they are actually prescribing drugs that are going to make the cases worse, because they simply do not know. It is a real problem. 
Economics are very, very positive. The GDP has been at about 8.5 for the last three years. They want to raise it to 10% but it is likely to go down to about 7.5 as mentioned earlier. Economics driven in some areas are in advanced research and development in biotechnology, pharmaceuticals, medical services, and even in IT services, they are very much ahead of the game. This compared to advanced Western countries. Interestingly, last summer, Prime Minister Singh announced that although India had skipped the industrial revolution and skipped straight through to the IT revolution, it now had to revisit the industrial revolution. If India it really wants to take approximately one third of India’s population out of poverty, then it needs to reenter the manufacturing sector. This poses potential problems for the India-China relationship. To date the two countries have seen each other’s growth as a very positive thing. Today, this is beginning to change because China is beginning to get into the IT industry and India is beginning to get into the manufacturing industry. They are actually starting to compete directly with one another. 

With all of these good things happening on the economic side, there are also, unfortunately, some obstacles as well. First, there are the infrastructure limitations: roads, airports, ports, etc. they are talking about investing about 450 billion US dollars in the next 5 years. Some of it will be private sector spending, some of it will be public. There were huge state imbalances. Crossing the state boarder, a truck may be stuck there for 24 or 48 hours because of the taxes that need to be paid when crossing states. There are huge regulations problems. Labor laws very much need to be reformed. They know this. It is almost impossible to fire someone in India. It is the same for the United States government, but India takes it to a completely new level.  Bureaucracy is a real problem. It used to be called “The License-Raj”. The expression red tape actually comes from India. When the British were in India, they used to tie up all of their files with red tape. India epitomizes the concept of “red tape”.
Something one does not often hear Indian officials talking about, unless they are asked directly, is the huge problem of corruption. It takes place across the board, from the lowest to the highest level. Foreign businessmen will agree that it is a growing problem for them. In fact, it is not possible to get anything done without a little bit of “under the table maneuvering”. 

Militarily, it is a very capable military, with civilian control. India has the third largest army, the third largest air force and the seventh largest navy. A fact that few American air force people want to talk about is that a few years ago, India actually vested the American air force in exercises. This indicates that the Indian air force is capable. 
Finally, looking at where India is today. The Indian government understands that to be democratically reelected it needs to focus on the domestic rural population. Approximately 60% of India’s population lives in the rural parts of society. When this government came in 2004, it stated, “We are going to focus domestically”. Actually, what India is starting to do for the first time, is to look more externally. It is looking at countries outside of it. For the first time over the last 5-7 years, India has actually put together a really well thought through foreign policy. This new development is going to have huge implications for everyone in the coming years. Part of that, is of course, India wanting to have prestige; wanting to become a permanent member of the UN, the G8, regional groups like APEC and ASEAN. 

Looking at the next year it is important to remember that India has an election in May 2009. That has huge implications for how it is going to behave in the coming year. 

Understanding where India is today, what does that say about US policy toward it? Historically, the US-India relationship has not been a good one. India gained independence in 1947, and although the non-aligned movement, started by Nehru, India actually titled toward the Soviet Union. Of course, that stopped with the collapse and in the 1990s, India pursued a much more independent foreign policy. It was not quite sure of where it was going or what it wanted to achieve. In 2000, President Clinton visited India. That was a breakthrough in US-India relations. He spent five days there, and presidents do not spend five days in any country. He spoke to both houses of parliament in India. There was this incredible recognition on the part of Indian Parliamentarians and people that America actually could be India’s friend. A couple of other events reinforced this. When Pakistan’s Musharaff (he was not President then) went into the Kargil, the US came up on the side of India. In so doing, it surprised everyone, including the Indians. 
In the early 2000s, the scene started to change a little bit. Then, in January 2004, the US announces with India the creation of the “Next Steps in Strategic Partnership”. It was effectively putting the four issues India was concerned about on the table: missile defense, high technology commerce, civil-nuclear cooperation and civil-space cooperation. The Indians came to the US and stated: “Theses are the things we care most about. We want to talk to you about them and have been putting it off because they are kind of hard to talk about”. Eventually, the US said,”OK we are going to package them all up and come up with a policy with which we can all work together.” That policy was superseded in 2005 by the India-US civil-nuclear deal. Essentially what was said then is, “First of all, we have made such progress on the NSSP and second of all, we, the US, need to get over this nuclear issue.” 

There are a number of elements within India that are important not only to the US, but to any country engaging with it. First, democracy, it is particularly important to the current administration that has made democracy and its promotion one of the principle standards that guides foreign policy. India is the world’s largest stable democracy in a region that does not have a lot in terms of democracies. It provides a very useful demonstration effect to countries around the region: Pakistan, Bangladesh, China, Afghanistan, Nepal, Sri Lanka. The Indians also have a role to play in capacity building support for other countries interested in moving in the similar direction. 
India as an investment destination has become less attractive with the economic down turn. The fact remains that India’s stock market is still riding high. Investment in India is still a relatively safe bet. In addition, it is attractive as a provider of services. With the global down turn, it is actually picking up in many places. India has approximately 350 million people in its middle class. That is a bigger population that the entire US. In addition, it is a huge market for the US. The level of its military acquisition spending is of import. There was a bid, a few years ago, for 126 combat aircraft valued at 10-11 billion; there was a bid that just went through with Boeing for multiple billions of dollars. 
Third India’s relations with other states are considered. Geopolitically, all of the countries surrounding India are unstable. It plays a huge role as a regional power. It plays a role vis-a-vis Iran; they could play a bigger role in this regard. Historically, this relationship has been a strong one. Clearly, the India-Pakistan relationship is extremely important to the US. The India-China relationship, people talk a lot about the US support of India, or the US support of India being a counter-weight to China; it is not and it never will be. This has two reasons. Although the US is confused about how it should see China, India is equally confused about how it should see China. India has made it abundantly clear that it will not be a counter weight for China. Even if the US wanted it to be, it would never happen. India has already contributed about 800 million dollars to Afghani infrastructure and they are training their police officers today. 

The fourth area to be considered here is health. The last two potential pandemics started (SARS) in China and (Avian Influenza) in Indonesia. The next ones are going to come from Asia as well. Most likely, they will be coming from East Asia or North Asia. That means India is the frontline for controlling the pandemics. This is an area of health where the US really needs to work more closely with India. 
India’s pharmaceutical and biotech industries are very important to the US today. The US has outsourced its vaccine production. In the United States, no vaccines are produced on American soil. If something does break out, it will be looking to everybody else to provide vaccines. India is a very important player if that happens.

Medical tourism is also on the rise. People from the US and EU are flying to India to have medical services provided to them. They are flying in and coming back. It is cheaper, and in many cases, it is better. 

The US is going to need to engage more with the Indian military, in terms of both acquisitions and government-to-government relations. India is one of the top-five UN peacekeepers. Three of the five top UN peacekeepers come from South Asia. The US is going to have to do more joint operation and exercises with India.
The US is also going to work with India against terrorism. What the US thinks the “War on Terror” is, is very different from what India thinks. The US thinks about al-Qaeda and Taliban, India thinks about Cashmere terrorism along its Eastern border. It also thinks about its Northeast border, between Burma, Bangladesh and Bhutan.  There have been many ongoing insurgencies there. Terrorism is thought of in different terms, but it is nevertheless, something the two states need to work on it together.  Particularly, because of some intelligence reports that indicate some terrorist groups are starting to work together more than they did before. There are some indications that some militant groups, Cashmeri groups, which have historically stayed and exercised on the Pakistan side have actually started to move down toward Afghanistan and down to the Federally Administered Tribal Areas (FATA) of Pakistan. Strategically, again, non-proliferation is extremely important to India particularly given its locale close to Pakistan, the worst proliferators today. Given its geography, drug trafficking also deserves attention in its security relations. 

Energy and environmental security are also important. About 50% of oil goes through the Malacca straights. Given that India is a capable neighbor, its navy has a role to play in ensuring that those straights are safe and stay open.  More importantly, perhaps, India has the second fastest growth in energy consumption. It has pursued a similar system to the Chinese by engaging with the Latin Americans and Africans for energy resources. Of course, the environmental implications of all of this, if anything is going to be done, it cannot be done without India.  Likewise, the US cannot do it without China. 
Looking at the US-India relationship more broadly, it needs to be one of strategic engagement. The US has an opportunity to have a strategic relationship with India, but it dos not have one yet. India also needs help to become a global player. 
Pakistan is in a very different situation to India but also important. India is seen by the US as an opportunity, Pakistan is seen as a threat, in policy terms. First, it is important, because it is the epicenter of terrorism, there is a nexus of terrorist groups in Pakistan. Second, it is important because of its role in Afghanistan. Like India, it clearly has an important role there. Third, Pakistan is a nuclear power and the epicenter of the nuclear black market. In 2004, the father of Pakistan’s nuclear system, A.Q. Khan, was revealed to run the largest black market in nuclear proliferation. 
Pakistan is also, at times a Muslim-majority democracy. Today is one of those times, two months ago was not one of those times. It is also a central part of the Silk Road from Central Asia, Iran into India and into South East Asia.  Historically it has played a central role of linking up this central region. However, today, Pakistan’s situation, to say the least, is an uncertain.  

There are four major powers in Pakistan: the Mullahs, the military (army and ISI), the politicians and most recently, the people. Its politics are extremely unstable, this is expected to continue and perhaps get worse. 

Within the political leadership today (after 18 February 2008 elections) there are four main players: two secular parties (PPP, PMLN), President Musharraf and General Kiani. They have a newly appointed Prime Minister. The coalition in the government today is made of the PPP and the PMLN. They came together to run a national reconciliation government. They hate one another. In the 1990s, the two parties handed the baton of power back and forth. Neither actually managed to last a full term. They really detest one another. For the Americans among you, it would be like putting the Republicans and Democrats into a national reconciliation party together and actually expecting progress to be made. 
On top of the fact that Pakistan has a government of people who loathe one another and do not work well together, there are also many controversial decisions coming down. About 30 days after the parliament was sacked, they announced the judiciary would be reinstated. President Musharraf, who moved aside to assure he could run, will be reinstated. This is hugely controversial. The reasons for this are a) if the judiciary is reinstated Musharraf is probably out. He is likely to ensure this is not going to happen and b) if the judiciary comes back, then the of corruption charges that they saw against Zulficar, the Head of the PPP before he left, may be reinstated. It is very controversial.
Also controversial are the constitutional changes Musharraf put in place. It is not clear if all or some of them should be reversed. This includes the rights of the president. The president has the right to dismiss the Parliament. Clearly, that is not something with which the Parliament is comfortable. Each of these decisions could cause the collapse of the government. 

Politically, Pakistan is not looking terribly stable. Economically, things are not looking so bad. Currently it is at about a 6% growth rate. The economy has been doing quite well. This is probably due to the former Prime Minister’s (former vice-president of Citi-Group) reformations of the economy over the last 3-5 years. 

Unfortunately, there are a number of major problems. Pakistan is seeing what many countries around the world are seeing: demonstrations against wheat prices, rice prices, people going hungry, demonstrations over insufficient electricity generation (electricity goes out approx. 10-11 times a day). It is important to remember that the Pakistan military controls huge sections of the Pakistan economy, i.e. cereal and concrete sectors. The military is not going to pull out of these sectors any time soon. 

While he was in power, President Musharraf has done a number of good things for the country. One of them was clamping down on corruption. However, there are now two parties in power, both of whom rule and were incredibly corrupt in the 1990s. When Benezir was in power, Mr. Zulficar was actually known as “Mr. Ten Percent”. In fact, it was generally regarded that he took more than 10%. This is going to be a very corrupt government. 
Probably the most important thing concerning Pakistan is the security situation. First, there is a sense of increased “Islamicisation”. The US is not sure that it is happening it has no numbers. However, there is certainly a sense that it is happening and that it is being harnessed by extremist groups. They are providing social services to the population that the government is not providing, i.e. in response to the October 2005 earthquake. Many countries including the Pakistanis, the Americans had to actually work with these (what the US terms) “militant groups”. They were the only ones who could get around in the areas that were hit. This has only gotten worse since last July’s siege of the Red Mosque in Islamabad. It has increased the level of engagement and extremism of these groups. 
The second group to worry about is, clearly, two separate groups, the Taliban and al-Qaeda. Actually, three separate groups. Now there is al-Qaeda, the Afghan Taliban and the Pakistani Taliban. It is becoming just a little bit more complicated. Pakistan’s Taliban are focused on taking and holding ground, not only in the FATA region but also in the Northwest frontier province. They are taking that ground, and they are holding it.  In 2007, there were 60 suicide attacks in Pakistan. In 2006, there were five. This is a huge uptake.
The third area of security that is of concern for the new government is of course, sectarian violence, which has been taking place for a long time. It is very much ever-present. 
The fourth problem is that Pakistan is made up of four states: The Northwest Frontier Province, Baluchistan in the South West, Punjab in the North East and Sindh in the South East. In Baluchistan, which sits on the border between Iran and Pakistan, there has been fighting for more autonomy. The Baluchs fight against the military for more independence. There are huge security issues taking place in Pakistan.

Of course, the regional issues in Pakistan, the Indo-Pak relation, Cashmere and what is going to happen there. Last year, there was a strong sense among the Indians that there was a solution, that collapsed with Musharraf’s collapse and everything was put on hold. These talks are going to be restarted by the visit of the Foreign Minister of India to Pakistan. A solution on the table for Cashmere may be seen, if Pakistan’s government survives the year. Although it will not be a final solution and will look more like the road map for the Middle East. 
The other issue is what is going on in Afghanistan. Pakistan, apparently, has somewhere in the realm of 100 000 troops on its Afghani border, trying to fight, very unsuccessfully thus far. One of the other challenges with Pakistan is what to do about that fight. Iran also plays a role in Pakistan’s regional issues. 

The long-term future is very uncertain. The trajectory in Pakistan is either a very slow upward trajectory, or a very slow down ward one. It is very unclear which it will be. However, in the short term, this coalition government is not going to last more than two years. 

The good news is, even while the government collapses, precisely because the military has now split off when Musharraf stepped down from being the Army Chief of Staff, there will be some continuity in the country. Because so much of the country is controlled by the military, there will be a bit more stability. However, the people, for the first time started to participate. They started to come out into the streets. Approximately 40-45% of the population came out to vote. That is a significant number. 
In terms of US policy, historically, the priorities were terrorism, non-proliferation, and maybe democracy. It was very uni-focused. Moving forward that needs to change. Movement is seen in US Congress and even in US government. The US needs to start looking a t the long-term, not the short-term. It needs to be prioritizing democracy. It needs to be engaging with the 40-45% of the population who come out to vote, it needs to be building education, jobs, health service. The US needs to start engaging with the government to provide these services and replacing the militant groups who are currently providing these services. That is area number one for US engagement.

Area number two, is of course just for engaging for stability with Pakistan. It is unclear how much can actually be done to promote that. Area number three is terrorism. Just before the elections, a poll was conducted. It showed that 58% of the people did not support the “War on Terror” or Pakistan’s participation in it. The other poll showed that the second most important issue, in the elections, was the Baluchian security. 
Putting these two fact together, shows that Pakistanis cannot get behind the global war on terror any more than, actually, the Indians. However, they do see stability and security in the region as very important. That is what the US needs to work on with them. That means building capacity, training, ability, and working with them on a “hearts-and-minds” campaign. 

In Pakistan, there is no need to worry about is either “loose-nukes” or Pakistan being overrun by extremists (i.e. the MMA, the Religious coalition, only gained 2% of the popular vote). It is very important to keep people engaged and that they feel like they are being listened to because, if Pakistan’s trajectory takes a slightly downwards spiral, then it will be necessary to worry about extremism taking over in Pakistan. 

Afghanistan is important for two principle reasons. Like Pakistan, it provides a central hub for the Silk Route linking Central to East Asia. The other reason, for the West, is the future of NATO. If Afghanistan is not a success, it has huge implications for NATO. Generally, recent studies show that it is failing and things are getting worse. However, on the ground people state the situation remains the same; it is getting neither better nor worse. 
The political situation is very unstable. President Karzai, also known as the Mayor of Kabul (because many regard it as the only area he is able to control) is not respected nor supported within Afghanistan. There are elections due in the summer of 2009. Karzai did say he was going to run, however, he has not built a political party and it is not clear if he will succeed.

There are incredible levels of corruption. The warlords are still in many cases in place. Economically, Afghanistan does not have the ability to produce enough to support itself. It is relying upon the international community. The opium crop accounts for 53% of Afghanistan’s GDP. It accounts for approximately 93% of world opium consumption. The GDP is at 7.5% and is growing, but not fast enough. Security is non-existent. Even in the center, in Kabul, suicide attacks are starting to take place. Also, in Kandahar, which not something that was seen in the past. 

Moving forward; this is a problem. It is something for a regional or multi-lateral group like NATO to come in and make a change. Another problem in Afghanistan is that in the West we think in 4-year terms. Change will not come in that term in Afghanistan. A more realistic term is about 20 years. 
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